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REPORT TO MAYOR, CITY COUNCIL, and | ["CENPAITEM

REDEVELOPMENT AGENCY BOARD

TO: THE HONORABLE MAYOR,

CITY COUNCIL, AND DATE: February 19, 2008
REDEVELOPMENT AGENCY BOARD

SUBJECT: Allocation of Redevelopment and Commubigvelopment Block
Grant Funds for Various Projects

Report in Brief

Staff requests that the City Council and RedevelmnfAgency consider reallocating Communit
Development Block Grant (CDBG) funds and tax inceeirfunds for various projects.

Staff recommends that the City Council
* Hold a Public Hearing to consider amending the CDBBon Plan to transfer
approximately $140,000 in CDBG funds currently datiéd for a HUD Section 108 loan
payment to a streetlighting project, and
* Re-appropriate the $140,000 in the General Furginaily encumbered for the streetlighting
project back to the General Fund, and

Staff recommends that the Redevelopment Agency
» Allocate $140,000 in tax increment housing sete$ithds to repay the HUD Section 108
loan;
» Approve the use of $60,000 from redevelopment hamdeeds to assist in off-site
improvements adjacent to the Capitol Hotel, and
» Allocate $150,000 to develop a new calibrated €éwer system model to accommodate
development downtown.

These actions are consistent with the CDBG ConatadlPlan goals to reduce blight and assist I

and moderate-income people. The actions also hefgement the current Redevelopmer
Implementation Plan and the Downtown Specific Plan.

Background
HUD Section 108 loan payment

The City received a $1,000,000 loan from HUD inel@004 to support the Casa del Sol Mobile

Home Park acquisition and rehabilitation projethe term of the loan is ten years, ending in
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August 2014. The Section 108 program allows thg itborrow against its future CDBG
allocations to fund projects benefiting low and m@de income individuals. Payments of about
$140,000 have been made every year from CDBG emigtht funds since the loan was approved.
However, according to the HUD Section 108 manageds other than CDBG can be used to make
this payment. If other funds were used, the $180ould then be available for other CDBG-
eligible activities. It is proposed that these GBRinds be used on the ElIm and Third Street
streetlighting project and the funds previously dgeeted for this capital project be returned to the
General Fund.

The HUD Section 108 loan can be repaid with Redgraknt Housing Set-Aside funds. Each year
20% of the gross tax increment received must bmaded for the Housing Set —Aside fund and
used to provide affordable housing. Under CalimrRedevelopment Law, this typically means
providing housing that has an affordability regtao of 45 years for owner occupied units or 55
years for rental projects. Since the redevelopraeza was established in 1988, there has only been
one eligible housing activity funded by tax incremhand that was for the Greenwood First Time
Homebuyer loan program. Unfortunately the regulat@strictions were not enforceable upon
refinancing and most of the affordability safegsandve been lost on that project.

Often redevelopment agencies find it difficult tentify eligible redevelopment housing projects.
This is particularly true in regards to assistingner-occupied single-family projects because it is
required that the units remain affordable to lowl amderate income households by restricting the
sales price for 45-years. Agencies have been mmeessful in funding large multi-family projects.
Tax increment funds on these large rental projeatsa good match for leveraging state grant funds
as well as bond and tax credit financing. Housheg-Aside tax increment is usually used as gap
funding between the amount of funds needed to d@tbject and the amount of income generated
by the restricted rents. Sources of public finegdior multi-family projects coordinate well with
redevelopment because they have similar requiresnpatticularly the affordability restrictions.

There is also pressure to spend the housing sdé dak increment money and get projects
completed, and not save the funds in “surplus”e Bhate and other watchdog organizations review
redevelopment agencies’ housing activities evear.ydJnder these circumstances, it is prudent for
the Redevelopment Agency to aggressively look ligitde projects. The Casa del Sol Mobilehome
Park project is a perfect candidate for the userealevelopment housing set-aside funds. If
approved, it is a simple administrative procedoreeplace CDBG funds with redevelopment funds
to make the HUD 108 payment. The federal governroely requires that the source of collateral
not be changed. If the Casa del Sol project isdewtloped as planned, the funds can be transferred
to another eligible project.

CAPITOL HOTEL

Another important project downtown is the renovatad the Capitol Hotel. Tim Mullikan of Pilot
Properties purchased the property in 2006 and é@sivied Planning Commission approval. The
project is the rehabilitation of the existing thtery 11,250 s.f. structure with the addition (850

s. f. in the rear of the building to house an eervaThe original building will accommodate ground
floor retail/restaurant space, second floor offsgmce and five residential loft units on the third
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floor. A substantial amount of work has alreadgmbeompleted. Pilot Properties has finished the
seismic retrofitting, is updating the electricaldaplumbing systems, adding fire suppression
sprinklers, and completely rebuilding the interior.

During the process, the developer has diligentliofeed the Secretary of the Interior's Standards
for historic preservation. The work has been nse@ and approved by the State Historic
Preservation Officer and the developer expectset@jproved to receive tax credits for historic
preservation--- a significant accomplishment. degeloper has not requested any assistance to this
point from the Redevelopment Agency other than®B@,000 for storefront improvements allowed
under the terms of the Facade Improvement Progpgmoaed by the Agency Board last July.

Staff would like to further assist the developer pyoviding funds for the public off-site
improvements required by the City. These includdfic control improvements, installing curb,
gutter, and sidewalks, constructing a new drivewaryd improving the water and sewer system
serving the property. These are estimated to @wodb $60,000. The work items and costs have
been reviewed by the City’s Public Works staff. e$& are the only parts of the project the Agency
can assist financially without triggering costlygutations for the entire project, specifically the
requirement to pay prevailing wages for all thestarction work.

Staff believes that this is a reasonable requesaus® it is a landmark project; one the City has
identified as key to Downtown revitalization. Re&ation of this building has been listed as a
redevelopment goal in previously approved redevalm plans going back to the Implementation
Plan of 1995. No construction activity has happeoe this site to restore this building until now.
A review of the financial structure of the projentlicates that it is unlikely the rental revenues
received will cover the construction cost financfog 10 years or longer. The owner is prepared to
subsidize the property for the long term. Becanfsthese circumstances, it is suggested that the
Agency'’s financial assistance be structured as@rdst-free loan, but with the debt forgiven upon
completion of the projectApproval of this request would help assist an inguair catalyst project in
the Downtown and may generate additional interethié redevelopment of historic properties.

SEWER INFRASTRUCTURE ENGINEERING

The most significant obstacle to developing Downiaw the inadequate infrastructure, especially
the wastewater sewer system. The higher densiglalement that is being attracted to Downtown
was not initially considered in the City’'s 1996 @eal Plan. Therefore the effects on the existing
collection system as reported in the 1999 Wastew@ddlection System Master Plan often exceed
the capacity of the existing system. Before dgwelent can occur, the City needs to update its
hydraulic model to determine maximum flows and wataface elevations. The system may not be
adequate for the increased densities of projeatsatte currently proposed such as City Center Lofts
and other multi-story mixed-use projects. As assguence, developers must, for each individual
project, conduct an analysis and replace the systawing the site. This results in considerable
increases in time and money to complete these qisognd deters developers from considering
investing in Downtown. This project-by-project apach also results in piecemeal improvements to
the system, which is more expensive overall thasuating it as a whole and making the most
efficaciousrepairs.
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The Redevelopment Agency should make sites “dewsdoyp ready” before projects are proposed by
developers. That would save the developer timenaoiey—their two most serious concerns. The
first step to improving the situation is to upd#te calibrated City sewer model used by Public
Works (PW). An improved model can locate the deficies in the system and identify alternatives
through GIS mapping of where improvements shoulgpba. PW staff do know that a major

overhaul of the sewer system is needed along Lindokenue and East Street—the two trunks that
serve Main Street—but the existing model canndtetedctly where and what should be done. The
Downtown lines are not included in the current mod®©nce expanded, the model will show

solutions for development and look at alternativaeder various density levels. After six to nine

months, the model will provide information and attgonstruction on the sewer lines can begin
subject to the City Council’'s review and approva@here are funds in the City’s enterprise fund for
repair and replacement, but until the model issfieid, actual replacement cannot start.

Updating the sewer model is the first step in udorg the infrastructure system and attracting
development Downtown. In discussions with City fPlimg, Redevelopment and Economic
Development staff, it was agreed that lack of siéht infrastructure Downtown, especially the
sewer system, is the most significant obstaclenfpdevelopment and should be a priority when
proceeding in implementing the Specific Plan. Rdlgms of more comprehensive planning and
visioning efforts, the updating of the City sewaliloration model will have to happen under any
scenario. Having this information also puts they@ a position to apply for grant funds from the
State for actual construction costs.

Discussion
CDBG

Staff is proposing some changes in the budgeting of the CD&BwBtlement funds. The
recommendation to make the HUD Section 108 loamgany with redevelopment housing set aside
funds instead of CDBG funds is the largest requagt,it has the significant impact of freeing up
General Fund money that was otherwise dedicatgulibtic works construction activities at a time
when such savings are of critical importance toQhg financial status.

Capitol Hotel Redevelopment Financial Assistance

The $60,000 loan to the Capitol Hotel developehésonly way the Agency can assist this project
without triggering expensive regulatory requirensetike payment of prevailing wages, on the rest
of the project. It is possible this project cold completed without Agency assistance, but the
Agency aid ensures more rapid completion, encosrdige continued use of quality materials and
workmanship, and gives the developer the optiomotoreduce the scope of the work. The loan can
be funded from the new redevelopment bond. Thass consistent with the City Council’s stated

focus to encourage economic development and downtedevelopment.
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Fiscal Impact

The Proposed changes in the CDBG budget will rel&440,000 back to the General Fund.

Using redevelopment funds for the HUD Section X#éhlpayment will give the Agency credit for a
much needed affordable housing project, but al$lor@duce the amount available for other housing
projects by $140,000 annually until 2014 when theCH108 loan will be fully repaid. It is
projected that the Housing Set Aside tax incremewenue received will be $272,000 in 2008 and
will increase by at least 2% in subsequent yea$36¥,000 in 2014. This means that only $140,000
to $170,000 in new Housing Set Aside funds willdyailable for new projects. However, there are
no other obligations on those funds---a remainiognl was paid off this year---and there is
approximately $631,251 remaining in the Housing/Astle Fund Balance for any new project.

Other City funds are available for housing projecisthe redevelopment project area as well.
Specifically, staff is required to build at leasteonew housing project of a minimum of 76 units in
the redevelopment project area using the Spring l@K-Site Affordable Housing fee. That fund
now has a balance of $1,137,400 and it will growa edte of $1,100 for every new housing unit built
in Spring Lake. Also, redevelopment staff has beeny successful in obtaining funds for housing
projects from other state and federal sources. efboee, staff believes that use of the Housing Set
Aside funds as described herein will not limit t6&y’s ability to facilitate and support future
affordable housing projects.

Financial assistance to the Capitol Hotel projecswidentified as an appropriate use of
redevelopment funds in the Redevelopment 2007 Tiic#tion Bond. That bond provided $4.41
million in tax-exempt bond funds and $1.5 milliam taxable bond funds. This project would use
tax-exempt bond funds because the loan is not ¢xge¢o be paid back. Overall, bond funds are
expected to be committed to projects within threarg of bond issuance.

Public Contact

Information has been provided to the public through posting of the City Council agenda.
Additionally, extensive discussions have taken @laih the developer of the Capitol Hotel.

Alternative Courses of Action

These are the alternatives open to the City Coamdl|Redevelopment Agency

1. Staff recommends that the City Council:
* Reallocate an estimated $140,000 currently used D Section 108 loan payment to a
streetlighting project at EIm and Third (PPSS 07-46
* Redirect the estimated $140,000 in General Fundesariginally encumbered for the
streetlighting project back to the General Funeémnes
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2. Alternative action for the City Council:
* Do not reallocate the $140,000 in CDBG entitlententhe public works capital project and
continue to use General Fund monies for the puwimiks project.

3. Staff recommends that the Redevelopment Agenayd
» Allocate the estimated $140,000 in tax incremenishty set aside funds to repay a HUD
108 loan this year and every year until the loampaid in 2014.
* Approve the use of $60,000 from redevelopment bpnoceeds to assist in off-site
improvements adjacent to the Capitol Hotel, and
* Allocate $150,000 to develop a new calibrated Gityver system model to accommodate
development downtown

4. Alternative actions for the Redevelopment AgeBowrd:
* Do not allocate $140,000 in Housing Set Aside fulod®pay the HUD 108 loan.
» Do not approve the $60,000 loan for the Capitolgtptoject, and
* Do not allocate funds to the new City sewer systeodel.

Recommendation for Action

Staff recommends that the City Council approve iidive No. 1 and that the Redevelopment
Agency Board approve Alternative No. 3.

Prepared by: Cynthia Shallit,
Redevelopment Manager

Reviewed by: Barry Munowitch, AICP
Assistant City Manager

Reviewed by: Gary Wagener
Public Works Director

Reviewed by: Joan Drayton
Finance Director

Mark G. Deven
City Manager



AGENCY RESOLUTION NO.

A RESOLUTION OF THE REDEVELOPMENT AGENCY OF
THE CITY OF WOODLAND AUTHORIZING THE ALLOCATION OF TAX
INCREMENT FUNDSTO THE CAPITOL HOTEL PROJECT AND TO
PAYMENT OF A HUD SECTION 108 L OAN

WHEREAS, the desire to improve the image of downtown Woodlan
(“Downtown”), restore historic buildings and upgeathe infrastructure are goals of the
General Plan, the Downtown Specific Plan, the Religment Implementation Plan, and
the Action Plans prepared for the Community Dewveept Block Grant program
(“*CDBG”); and

WHEREAS, the owner of the Capitol Hotel has requested firnassistance to
renovate that property and construct site improvemeas required by the City
Community Development Department; and

WHEREAS, the sewer system in the Downtown does not havec#pacity to
accommodate higher density uses such as additi@sadlential units or mixed use
projects; and

WHEREAS, it is possible to increase the General Fund rémjathe General Fund
money allocated to the streetlighting project airdland Elm streets with CDBG funds
and replacing the HUD Section 108 payment now playd CDBG funds with
Redevelopment Housing Set-Aside funds.

NOW THEREFORE BE IT RESOLVED THAT the Redevelopment Agency
Board authorizes the Executive Director to:

1. Allocate an estimated $140,000 in Housing Set-A&Jidx Increment
funds to the HUD Section 108 loan payment;

2. Return the $140,000 currently allocated to the &ird Third streets
streetlighting project ((PPSS-08-06) back to the&al Fund;

3. Allocate $140,000 in CDBG funds to the EIm and @tdtreets
streetlighting project,;

4. Approve the Owner’s Participation Agreement with tiwner of the
Capitol Hotel (on file with the Agency Secretarypywiding for a
$60,0000 loan to pay for off-site improvements;

5. Allocate $150,000 to update the City Sewer Calibrainodel; and

6. Authorize the Finance Director to make all buddetnges necessary to
accomplish the foregoing.



PASSED AND ADOPTED THIS 19' DAY OF FEBRUARY 2008, BY THE FOLLOWING
VOTE:

AYES:
NOES:
ABSTAIN:
ABSENT:

Chairman

Secretary



RESOLUTION NO.
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WOODLAND TO AMEND THE
COMMUNITY DEVELOPMENT BLOCK GRANT ACTION PLAN AND TO RE ALLOCATE
FUNDS FOR A STREETLIGHTING PROJECT AND TRANSFER FUNDSTO THE GENERAL
FUND

WHEREAS, the City of Woodland has been using Comitgubevelopment Block Grant Funds
for the payment of a Housing and Urban DeveloprSeation 108 Loan; and

WHEREAS, there are some public works projects #nateligible for CDBG expenditures, such
as the streetlighting project at Third and Elmetiseand

WHEREAS, there may be benefits to the General Fynghifting funding sources to different
activities; and

WHEREAS, the City Council has held a public hearingonsider amending the CDBG Action
Plan at which all those interested in speaking wepect to the financing re-allocations were heard

NOW, THEREFORE, BE IT RESOLVED as follows:

Section 1. The City Council hereby finds and detees that the foregoing recitals are true and
correct.

Section 2. The City Council hereby approves amendhe CDBG Action Plan to transfer
payment of the HUD Section 108 loan to the strgltihg project at Third and Elm streets.

Section 3. The City Council hereby approves rerappating $140,000 in General Funds
currently allocated to the streetlighting projeatk to the General Fund.

Section 4. The City Council hereby authorizes Firance Director to make the appropriate
budget augmentations and transfers as specified.

Section 5. This Resolution shall take effect frand after the date of its passage and adoption.

*kkkkk

PASSED, APPROVED AND ADOPTED this $@®lay of February, 2008.

David M. Flory
Mayor of the City of Woodland
ATTEST:

Sue Vannucci,
City Clerk of the City of Woodland



