











on Discretionary Project monies that may be attained earlier than expected in the Year
2013-14 (ref. Agency 5-Year Plan).

PROPOSED REVENUE

in FY 2009-2010, it is estimated the Agency will receive gross tax increment revenues
totaling $5,297,572 (includes projected interest eamings). This amount is slightly less
($105,011; -1.94%) than our budgeted revenue projection for last year's budget. The
Project Area is reacting slowly to the downturn in local housing market values and
resale of land within its boundaries. Real property attritions and foreclosures that occur
within the Project Area trigger assessed valuation readjustments, after being artificially
compressed under Proposition 13. As forced or foreclosed private property sales occur,
the new assessed value is generally lower than its previous market value. The creeping
trend of lowered real property values in the Project Area negatively impacts the flow of
tax increment to the Agency.

This total revenue projection merely illustrates on paper what our Agency is allotted
before tax increment is siphoned for our pre-negotiated “pass throughs” to other taxing
public entities within our jurisdiction (e.g. school district, community college district,
etc.). As our Agency maturation occurs, these predetermined formulas escalate in size
as to the amount of property tax increment that must be released back to the underlying
taxing entities. |n Fiscal Year 2009-10, the combined “pass-throughs” now total over $1
million ($1,000,516), the third year of full allocations to other taxing entities.

The disruptive party-crasher to the Agency's operations is once again the State of
California, which implemented a State Budget theft of redevelopment agency monies in
2008-09 in the amount of $250 million statewide. Our Agency's ransom amount was
calculated at $404,570, and the Agency dutifully reduced its transfer to the City's Capital
Improvement Project (CIP) budget in December 2008 to address this questionable state
action. However, the California Redevelopment Agency sued the State of California in
Superior Court pleading this “Grandson of ERAF Shift" was unconstitutional, and
redevelopment agencies prevailed in the court’s ruling in May 2008. Although the State
quickly filed an appeal (Califonia Redevelopment Association, et al. v. Michael C.
Genest, Director of the CA Department of Finance, et al.), present law does not allow
the State to take these local monies. Therefore, the proposed Agency Budget restores
the allocation of these targeted funds to the City's CIP Budget for Downtown Economic
Development purposes.

Absent further State takeaway schemes that may yet blossom as it struggles with a $24
billion fiscal gap, the Agency should move forward at this time and adopt a budget that
does not include diversions to the State Budget. When the State finally does adopt its
Budget, the Agency can reevaluate the financial impact and modify its budget
accordingly. However, the counter-notion of spending Agency monies first before the
State takes it away does not absolve the Agency or its parent organization (City) from a
lawful obligation to transfer local tax increment revenue.



In summation, of the Agency's gross revenue stream, $3.35 million (81%) flows to our
Agency's Discretionary-use Fund (No. 301) while a balance of $947,530 (82.5%) is
deposited in our state-required Low-Moderate Housing Fund (No. 302). Charting the
pathway of “pass throughs”, the Table below illustrates our available net revenues:

DISCRETIONARY FUND LMI HOUSING FUND
Gross Revenues $4,149,938 $1,147,634
Negotiated “Pass Throughs” { 800,412) { 200,104)
State “Take Aways unk. unk.
NET REVENUE $ 3,349,526 $ 947,530

These net revenues represent the funds available to the Agency this year for capital
improvement projects, operations, affordable housing opportunities and to pay the
Agency's debt service schedules.

PROPOSED EXPENDITURES

Using the net revenue expectations calculated above, the Agency then turns to
expenditure of the tax increment to accomplish our muiti-faceted objectives within the
Redevelopment Project Area.

A DISCRETIONARY FUND NO. 301 (80%)

1. Local Obligation Expenditures — Debt Service

Through previous actions of the Agency over the course of its life, the Board
obligated a large portion of its future revenue stream to retire debt service via
its 1993 revenue bond issuance (ref. Fund No. 401). This traditional action to
capitalize the Agency created immediate monies for the Agency to expend on
selected priority projects. A significant portion of the net revenue stream
noted above is therefore pre-obligated to retiring debt service payments this
year ($2,604,143). Over the course of years, the Agency has refinanced this
debt several times to obtain more favorable interest rates to lower the annual
repayment of principal and interest.

The Discretionary Fund of the Agency is the only account that has previously
issued debt; it has not been necessary to date for the Affordable Housing
Fund to issue any debt for an affordable housing opportunity. Therefore,
retiring annual debt service locks up 78% of the available net revenues in the
Discretionary Fund. It must be noted our community already enjoys the
benefits of our Agency's past public improvements underwritten by the
revenue bond issuance (The Grove park; replaced retaining wall on old Marsh
Creek Road; a 2" Municipal Parking lot adjacent to Endeavor Hall;
neighborhood sewer connection projects eliminating many septic tanks in



town; downtown sidewalks and street lights; Endeavor Hall; City Hall; Clayton
Community Gymnasium; preservation of the Keller Ranch House; street
rehabilitation projects, etc.).

. Agency Management and Operations
Since our Redevelopment Agency does not employ separate staff or use a

separate goveming body, fixed assets, facilities and personnel of the City of
Clayton are shared to more efficiently administer and effectively manage the
operations of our Agency. In order to compensate the City of Clayton for the
Agency work allocations, an annual transfer of funds has historically been
tendered by the Agency to offset incurred administration expenses. Last
year, in effort to aid the City's Budget deficit and account for increased
activities of the Agency necessitating more time and expense of City staff, the
transfer fee was elevated to $275,000 (+$20,000). The proposed Budget
calls for the same amount as last year, equating to an 8.2% overhead charge.

An additional $145,889 is budgeted for direct expenses against the Agency to
cover such costs and program expenses such as: 1. The County's wildly-
increasing fee for property tax administration charge ($51,414; up 60% over
the last two years!), advertising/promotion of the Agency's programs ($4,600;
e.g. yellow page ads for Endeavor Hall rental), specialized legal services
($5,000). A growing operational expense of the Agency has been monies to
promote the Clayton Town Center via the seasonal “Concerts in The Grove”
series and Clayton's Farmers' Market ($15,000, and it is recommended the
Agency allocate $39,000 this year in Professional Services (Acct. 7419) for
the following purposes:

1. $25,000 to generate a Concept Development Plan for future retaii
use of Morris and Diablo Streets (between Main and Center
Streets) and to visualize a paseo (pedestrian walkway)
interconnecting the various commercial buildings along the same
segment between Oak Street and old Marsh Creek Road); and

2. $14,000 to calculate the redistribution of tax increment revenues on
reaching the spending cap of the Agency, and to evaluate raising
the Agency's spending cap.

Each of these tasks was identified by the Board of Directors in its annual
Goals Setting Session held in February 2009.

And finally, a fixed interest payment of $30,875 that represents repayment to
the City for its construction loan on the County Fire District Station relocated
and built within the Town Center area (Center Street).



After addressing the required debt service and operational obligations of the
Agency, the Agency has healthy monies of $815,687 to allocate for capital
improvements within the Redevelopment Project Area when combined with its
opening Fund Balance position of $491,193 (of which the non-diverted State
takeaway of $404,570 constitutes the major portion). Without a positive Fund
Balance to use this year, the net annual amount available would have been
$324,494 (60% less).

3. Discretionary Projects (CIP)
Therefore, given this set of facts, it is proposed the Board allocate the annual
residual and the full working equity (total $815,687) to the City's Capital
Improvement Program (CIP) project proposed for funding by our Agency in
FY 2009-2010 [cross reference: City CIP Budget for FY 09-10):

a. Downtown Economic Development (CIP No. 10400): $ 815,687

This augmentation will bring that Downtown Fund to approximately $2 million,
which is available for use to continue the Agency's and City's mission to
improve and enhance the retail, economic and visual viability of the Clayton
Town Center. One of the Board's identified goals this year is to develop for
consideration a business loan program for small business owners in the Town
Center to access for improvement or expansion of their real property and
buildings. The source of such a loan program, if approved, would be this CIP
Fund to which the Agency is the sole contributor.

In order to receive the maximum allocation of tax increment allowed under California
Redevelopment Law, our Redevelopment Agency must demonstrate sufficient debt and
capital improvement project allocation. Therefore, it is the antithesis for the Agency to
accumulate large unallocated reserves (fund balances/retained eamings). The Board
may certainly alter the type of capital improvement project slated for funding above or
target it for another specified purpose of its choosing.

B. AFFORDABLE HOUSING FUND NO. 302 (20%)

Our Agency continues to have retained equity available to address needs in the
facilitation and availability of affordable housing stock in Clayton. As noted above under
Proposed Revenue, our net revenue for FY 2009-2010 in the Affordable Housing Fund
is $947,530 or 9% less (-$92,904) than the $1,040,434 in available revenue budgeted
last year.



1. Agency Management and Operations

Operational expenses of the Agency to administer the state-required Housing
Set-Aside Program equal $30,119, up from last year's operation budget of
$20,013 caused in part by the County's inflated fee to administer the property
tax disbursement to the Agency ($12,854), the continuing need for
specialized legal services regarding complex affordable housing laws and
covenants, and the Agency's proportional contribution this year to fund the
state-mandated Housing Element update ($7,085). It is further proposed the
Agency transfer the same annual payment as last year of $125,000 to the
City for overhead, facility expenses and staff time incurred in the on-going
administration of our affordable housing programs and projects (13%
overhead rate).

City staff spends considerable time managing the agreements and obligations
of the Stranahan affordable housing units, the Diamond Terrace Senior
Housing Project and monitoring the Kirker Court Apartments. Over the last
year, staff personally handled the Agency’s interim ownership and resale of
two (2) single-family affordable housing units within our Project Area. While
property ownership attrition has slowed, staff is beginning to see signs that
some household owners are seriously examining today's market opportunity
to purchase foreclosure homes in the region in order to gain full equity growth
(note: equity growth is shared with the Agency in its modified home ownership
program due to the significant buy-down by the Agency on resale pricing).
The Agency is expecting to deal with additional purchases and re-sales in the
coming fiscal year.

2. Local Obligation Expenditure
The Agency has a contractual payment of $200,000 each year for the next
four (4) years as additional direct support to the successful Diamond Terrace
affordable housing project for qualified seniors (ref. Acct. 7520). The
remaining obligation of $800,000 must be deleted from the ending Fund
Balance of $5,362,148 (leaving a net unreserved balance of $4,562,148
projected on 30 June 2010).

3. Affordable Housing Projects
No monies are shown for expense at this time as the Agency has no
automatic affordable housing project it is presently undertaking. In the City's
draft Housing Element, certain programs are identified as relying on the
Agency's affordable housing monies to assist in the production of affordable
housing units and qualified secondary dwelling units within the Project Area.
Furthermore, private developments (e.g. Rivulet Project) within the Downtown
area may surface in this fiscal year offering a partnership opportunity for the




Agency to advance its mission in this objective {mixed use — housing on 2"
floor).

As housing units become available within the Project Area suitable for our
Affordable Housing Program and related resale restrictions (e.g. Stranahan
Subdivision), the Agency will utilize this Fund's reserve balance to further its
mission in this regard. The Agency's 5-Year Implementation Plan also
provides a roadmap for allocation of this money to facilitate affordable housing
opportunities in Clayton for all generations.

C. REDEVELOPMENT DEBT SERVICE (FUND NO. 401)

As noted previously, annual tax increment is diverted from the Discretionary Project
Fund to cover the Agency's payment of its previously-issued annual debt service
obligations. For FY 2009-2010, $2,604,143 must be used by this Fund to underwrite
the debt service and its associated expense. The Agency's annual debt service liability
is then met for the coming fiscal year:

a. Principal Owed $2,060,000
b. Accrued Interest $ 536,878
c Debt service agent fees $ 5,365
d Professional service fees 3 2,900

Total: $2,605,143

The difference in transferred revenues to debt obligation is filled by this Fund'’s interest
earnings of $1,000. This Fund’s unallocated closing balance of $1,156,784 expected on
30 June 2010 is the debt service reserve required and imposed by law when the
previous bond structures of the Agency were issued. It is not available for expenditure
(use) by the Agency.

SUMMATION

Although still in its middle age of existence (48%), the Agency's previously aggressive
facility and asset improvement programs have curtailed as much of the surface activities
have been accomplished. In recent years, the Agency has tumned to supporting and
encouraging private property investments and developments in the Town Center area,
thereby elevating the small commercial sector, its appearance and attraction (ref. The
Grove park; Flora Square; 2™ public parking lot). Significant monies continue to exist
by virtue of the Agency to focus on Town Center viability; in FY 2009-10, the City will
shortly construct the Town Center Entry Sign and Improvements identified in its 5-Year
Implementation Plan in financial partnership with the Clayton Business & Community
Association (CBCA). An aspect of this Project includes trail connectivity from Longs
Drugs Store (CVS/Pharmacy) to the gateway comer of the Town Center (also a project



acknowledged in the Agency's 5-Year Plan), which promotes altemative transportation
movement and patronage to the Town Center.

Promotion and facilitation of affordable housing units in the Project Area remain a
challenge for the Agency when land inventory is minimal and development size is
relatively small. Creativity in cobbling one or more suitable housing project(s) will be
necessary in working with prospective developers and land owners to achieve the
Agency’s housing production obligations (by law, 15% of all new housing units
constructed within the Project Area after 1987 must be for affordable housing
households). The Agency has done well to this point with only being 8 units shy of its
requirement based on past housing production. However, as it is anticipated a total of
19 affordable housing units will still become necessary over the life of the Plan, we must
work diligently to promote higher-density housing at affordable rates in and around the
Town Center area and other suitable properties (required units are in the Very-Low and
Low income categories).

The bright news in an otherwise dismal economy is the Agency remains solvent, it can
still honor its debt service, and it continues to have monies available for the elimination
of blight, stimulation of the local retail economy, and stands prepared to assist in the
creation of additional affordable housing units within its Project boundaries. The
performance of the Clayton Redevelopment Agency within the community has been
extremely valuable in bringing vast improvements and overall enhancement to the
quality of life in Clayton with its tangible benefits. Without the Agency, the city of
Clayton would appear much different to the eye of the resident and the guest.

Staff looks forward to working with the Board of Directors tackling and completing its
goals and objectives in the coming fiscal year.

Respectfully syubkthitted,

sF o] (PR
~ T
Gary A. Napp
Executive Director

Attachment: Proposed Agency Budget for FY 2008-2009 [1 pp.]
Pie Charts [2]
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MINUTES Agenda Date: {4 -\, -04

REGULAR MEETING
OAKHURST GEOLOGIC HAZARD ABATEMENT DISTRICA'gﬁmm ba GHND

December 2, 2008

1. CALL TO ORDER AND ROLL CALL - the meeting was called to order by Vice
Chairperson Pierce at 7:45 p.m. Boardmembers present: Chairman Stratford, Vice

Chairman Geller, Medrano, Shuey and Pierce. Staff present: City Manager Napper,
General Counsel Adams, Secretary Jackson. :

2, CLOSED SESSION — None

3. PUBLIC COMMENTS - None.

4. CONSENT CALENDAR - It was moved by Vice Chair Manning, seconded by
Boardmember Shuey to approve the Consent Calendar as submitted (5-0
vote).

(a) Approved the minutes for the regular meeting of July 15, 2008.

5. ANNUAL REORGANIZATION OF THE BOARD OF DIRECTORS

(a) Nominations and election of Chair
Vice Chairperson Pierce opened nominations.
Boardmember Shuey nominated Hank Stratford for the position of
Chairperson. No other nominations were received. Vice Chairperson
Pierce called for the vote to elect Hank Stratford as Chairperson. Vote
passed (5-0).

{b) Nominations and election of Viice Chair.
Chairman Stratford opened nominations and nominated Howard Geller as
Vice Chair. No other nominations were received. Chairman Stratford
called for the vote to elect Howard Geller as Vice Chair. Vote passed (5-0).

6. BOARD ITEMS - None.

7. ADJOURN-on call by Chairman Stratford the meeting adjourned at 7:46 p.m.

Respectfully submitted,

Laci J. Jackson, Secretary

Approved by Board of Directors
Geologic Hazard Abatement District

Hank Stratford, Chairman
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