RINCON DE LOS ESTEROS REDEVELOPMENT AREA

Proposed FY2011-2012 Capital Budget

CORE SERVICE:

DESCRIPTION/
JUSTIFICATION:

1. Emerging Technologies Fund

Economic Development

Funding is provided for the attraction or retention of companies with emerging technologies to support job creation.

COUNCIL DISTRICT: 4
EXPENDITURE SCHEDULE
Cumulative
Thru 2011-12 Appropriation Project
Cost Elements 4/2011 Carryover Enc. | Proposed Budget|Funding Available Total Total
Cost Paid Directly by
Redevelopment Agency 800,000 0 800,000 800,000 800,000
TOTAL 800,000 0 800,000 800,000 800,000
FUNDING SOURCE SCHEDULE
Redevelopment Agency
Capital Fund 800,000 0 800,000 800,000 800,000
TOTAL 800,000 0 800,000 800,000 800,000
Notes: Division: Business Development
FY Initiated: FY2010-11 Business Unit: 0710960
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RINCON DE LOS ESTEROS REDEVELOPMENT AREA

Proposed FY2011-2012 Capital Budget

CORE SERVICE:

DESCRIPTION/
JUSTIFICATION:

COUNCIL DISTRICT:

2. Development Opportunities

Economic Development

Funding is provided for the retention or attraction of companies to support job creation.

EXPENDITURE SCHEDULE

Cumulative
Thru 2011-12 Appropriation Project
Cost Elements 4/2011 Carryover Enc. | Proposed Budget|Funding Available Total Total
Cost Paid Directly by
Redevelopment Agency 2,650,000 1,500,000 1,500,000 1,500,000 4,150,000
TOTAL 2,650,000 1,500,000 1,500,000 1,500,000 4,150,000
FUNDING SOURCE SCHEDULE
Redevelopment Agency
Capital Fund 2,650,000 1,500,000 1,500,000 1,500,000 4,150,000
TOTAL 2,650,000 1,500,000 1,500,000 1,500,000 4,150,000
Notes: Division: Business Development
FY Initiated: FY2007-08 Business Unit: 0710927
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SAN ANTONIO REDEVELOPMENT AREA
Proposed FY2011-2012 Capital Budget

Proposed
2011-12
PUBLIC PROJECTS
Build Public Facilities
1. Block 3: Central Place Parking Garage $ 260,000
Build Public Facilities $ 260,000
TOTAL USE OF FUNDS $ 260,000
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SAN ANTONIO REDEVELOPMENT AREA
Proposed FY2011-2012 Capital Budget

1. Block 3: Central Place Parking Garage

CORE SERVICE: Create Jobs and Expand Business
DESCRIPTION/ Funding for design, fabrication and installation of pedestrian, vehicular, and informational way-finding signage; parking office
JUSTIFICATION: equipment and furniture; and parking garage equipment and supplies including mechanical sweeper/scrubber.

COUNCIL DISTRICT: 3

EXPENDITURE SCHEDULE

Cumulative
Thru 2011-12 Appropriation Project

Cost Elements 4/2011 Carryover Enc. | Proposed Budget|Funding Available Total Total

Cost Paid Directly by
Redevelopment Agency 505,911 0 260,000 260,000 260,000 765,911
TOTAL 505,911 0 260,000 260,000 0 0 260,000 765,911

FUNDING SOURCE SCHEDULE
Redevelopment Agency
Capital Fund 505,911 0 260,000 260,000 0 0 260,000 765,911

TOTAL 505,911 0 260,000 260,000 0 0 260,000 765,911
Notes: Division: Transaction & Real Estate
FY Initiated: FY2008-09 Business Unit: 0730940
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f. Earlier Effective Date for Filled Position Eliminations: To maximize the dollar
savings from position eliminations, the City Manager is directed to plan for an earlier
effective date for filled position eliminations in 2011-2012. With the exception of
employees represented by the POA, personnel impacted by budget reductions would no
longer be employed as of June 26, 2011. Impacted POA employees would no longer be
employees on July 1, 2011 due to a Memorandum of Agreement with the City on this
issue. Last year, we implemented these reductions in August. An earlier effective date
for filled positions would save millions, resulting in fewer services to be cut and fewer
layoffs.

REDEVELOPMENT AGENCY

Over the past three decades, the San José Redevelopment Agency has invested more than $3.1
billion into revitalizing the Downtown and neighborhoods, strengthening the industrial areas, and
creating affordable housing. Without the Agency, San José would be a drastically different place
to live and work in. The Convention Center, downtown hotels, museums, HP Pavilion, high-rise
housing, historic building preservation, community centers, and parks were developed with
significant funding from the Redevelopment Agency.

In addition to its capital program, the Agency has long supported other government agencies.
Since 2000-2001, the Agency has made payments to the City for services provided and debt
service obligations in the amount of $278 million. Approximately $291 million was paid to the
County for pass-through, delegated payments, settlement agreements, and administrative fees.

While the Agency has had an illustrious past, its future is uncertain. Three major factors are
currently having a negative effect on Agency finances: reduced property values, the State of
California, and long-term liabilities.

First, due to the weak real estate property values, tax increment revenue in the redevelopment
area has plunged. On average, every 1% drop in revenue is equal to a loss of about $1.5 million
to the Agency. During their last budget process, the Agency calculated a 2% drop in property
tax for 2011-2012. According to some estimates, that drop could be far greater and result in
millions of lost revenue in addition to the 8% drop experienced last year and the $2.5 million
reduction in supplement assessments.

Second, the State of California has raided Redevelopment funds to solve its budget crisis. Last
year, the Redevelopment Agency was forced to borrow from the City to pay the State of
California $62 million SERAF payment, and they are scheduled to pay $13 million on May 10,
2011.

Unfortunately, the State is looking for ways to circumvent Proposition 22, which prohibited State
raids of local revenues. The Governor’s proposal is to simply eliminate Redevelopment
Agencies altogether and take all RDA funds. This constitutionally questionable action would
mark the end of the Agency. Every single dollar of tax increment is vital to the Agency.
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Furthermore, the Agency has a total of $120 million in long-term obligations to the City of San
José, including last year’s $62 million SERAF loan. These long-term liabilities are scheduled to
be paid back in out years, and the Governor’s proposal would allow successor agencies to meet
all previous obligations. However, any additional tax increment taken from the Agency next
year would cast doubt on the ability of the Agency to pay off those City obligations in future
years.

It is not surprising to hear that the State wants local money sent to Sacramento. The State has
taken over $400 million in the last 12 years. The proposal to shut down Redevelopment
Agencies will circumvent Proposition 22 and ignores the will of the voters.

While we are open to discussion of reforms at the state level, we should not stand by and let
Sacramento and its well-organized special interests take any more vital funding from this area.

Based on what we know today, we should continue to work under the assumption that the
Agency will remain intact. With the goal of protecting the viability of the Redevelopment
Agency, | recommend the following:

1. Support Litigation Efforts: The ink on Proposition 22 isn’t even dry and the State is
trying to find another loophole to get around the will of the voters. We should actively
support the League of Cities and the California Redevelopment Agency litigation efforts
against the State.

2. Continue our Lobbying Efforts: Our lobbying efforts to save the Redevelopment
Agency should continue aggressively. We also should continue our efforts to engage the
business and development community, neighborhoods, and labor organizations to
continue to promote the benefits of Redevelopment to our legislative delegation.

[ will also continue to work with the Big 10 Mayors to pressure and oppose the
Governor’s proposal to eliminate Redevelopment. I encourage our Councilmembers to
continue to communicate with leaders in Sacramento to strongly advocate for
Redevelopment. Our message should include keeping the door open on opportunities to
reform Redevelopment and cost-saving alternatives for the State to consider, such as
pension reform.

3. Consider Withholding the State’s $13 Million Payment: The last installment on the
previous state takeaway is due on May 10, 2011. I recommend we consider withholding
this payment so long as the proposal to eliminate Redevelopment is on the table.

4. Protect RDA Assets: The Redevelopment Agency over the years has invested in
numerous real estate assets downtown. Every effort should be made to ensure that the
assets are used to accomplish Council priorities and programs identified in the Agency’s
Implementation Plan. Any assets transferred to the City should be used for the purpose
of implementing Redevelopment plans and priorities and to pay down debt.
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5. Continue Valuable RDA Programs: The Redevelopment Agency manages a number

10.

of valuable economic development programs that have generated strong returns on
investments and leveraged private investment at a 7:1 ratio. The City Manager is
directed to work with my office to develop a set of programs and a staffing plan to
maintain programs that deliver a strong return on investment and leverage private
investment like the Capital Equipment Program. This should be included in the 2011-
2012 budget process.

More Than Just Housing: While continuing our robust affordable housing program
should be advocated, it should not be the only goal. Other Council endorsed, high-
priority economic development goals like job generation should continue to be promoted.

Use State Initiatives as Leverage: The State of California will be looking for support
for a number of tax initiatives on the June ballot. I encourage my colleagues to oppose
these measures so long as the proposal to end Redevelopment is active.

Shield the General Fund from any Potential Impacts: The Redevelopment Agency
has annual obligations to the City that should continue to be met, such as the 4™ Street
Garage and Convention Center debt payments. The City Manager should zero out all
Agency-reimbursed service funding,.

Continue to Work with the County and JP Morgan on its Line of Credit:
Discussions should continue with the County and JP Morgan regarding Agency
obligations.

Present a Multiple Scenario Budget: The Agency should submit its 2011-2012
Proposed Capital and Operating Budget on May 2, 2011. This budget should include
plans to address various scenarios.

Because the future of the Redevelopment Agency is still unknown at this time, this portion of the
Message may be amended as we learn more about developments at the State level.

COORDINATION

This memorandum has been coordinated with the City Manager, City Attorney, and
Redevelopment Agency Executive Director.



Attachment A
ELEMENTS OF THE GENERAL FUND FORECAST

EXPENDITURE FORECAST (CONT'D.)

MAJOR SERVICE REDUCTITONS K FI‘FECTIV[‘ JULY 2011

Service Positions Savings

Folice Patrol Staffing Reduction 462 OD) ($ 9167 000)

. Satellite/Neighborhood Centers Closure (38.47) (3,150,000)
. One Fire Engine Company Elimination ~ {13.00) | (2,381,000)
Brancﬁ_ﬁ;rary Hours Reduction (4-5 hou_rs}- " o - A 16::(7 (_1-789 OOO}
Senior Nufrition Program Elimination (25.86) (1,164,000)
Park Ranger Program Reduction (8.98) (752,000)
Sexual Assaults Investigation Unit Staffing Reduction (3.00) (581,000)
- Dr. Martin Luther King, Jr. Library Service Reduction N 7(_@_5_3) (549,000)
“Cily Attorey Staffing Reducton | @00)| (437000
| PRNS Special Events Slaffling Reduction : (6.67) (425,000)
Pollu—’- Harse Mounted Unil Ellmmahcm o 7(?0[]} '('28'2‘000)
Bundmg Fee Proiqram Reduction S (1050) | (236000) o
General Code Enforcement Program Reduction (2.00) (229,000)
Strong Neighborhoods Initiative Staffing Reduction {6.00} (652,000)
Workers' Cempensatson Claims Staﬁlng Reduction (2.00) {218,000)
Antl G_r—aFH—Praé}a? Reduction - __ (200) | ﬁ(gﬂ,[]()[)}
Development Services Program Manager Elimination (1.00) (175,000)
Infa. Tech. Buslness Apphcatmn Mgmt Reductlon _ _ {1.00) {136,000)
W!{E‘r(;Express (K 12 Arts) Program Elimllwtlon o | (‘[.UD)M | {131,000)
STAND Gang Intervention Pfoglam ‘Reduction {1.63) {125,000)
Special THITI Development Program Reduction - (2.00) (106,000)
Almadep Lake Park Aquatics Frogram Elimination (3.22) (70,000)
Lake Cunningham Marina Closure _asn| (60,000)

| Total | (223.14) ($23,066,000)

*  Based on 2010-2011 costs excluding the impact of employee concessions; reflecls net cosls that faclor in
offselting revenue (i.e., Building and Fire Fee Programs)
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