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CITY OF SANTA BARBARA


REDEVELOPMENT AGENCY AGENDA REPORT
AGENDA DATE:

February 15, 2007
TO:



Chair and Boardmembers

FROM:


Housing and Redevelopment Division, Community Development 





Department
SUBJECT:
Proposed Redevelopment Agency Budget Process for Fiscal Year 2008
RECOMMENDATION:  

That the Redevelopment Agency Board review and provide direction to Agency staff on the Agency’s proposed Fiscal Year 2008 Budget Process.
DISCUSSION: 

Agency staff is proposing a four-step Redevelopment Agency budget process for Fiscal Year 2008. This Special Meeting is Step One in the four-step process. The intent of this Special Meeting is for the Agency Board to receive information regarding the financial status of the Redevelopment Agency for Fiscal Year 2008 and give staff direction regarding the Fiscal Year 2008 budget process. Step Two will be the review of community grant proposals for Fiscal Year 2008, which will be discussed at an Agency Board meeting tentatively scheduled for April 24. Step Three will be the review of the Redevelopment Agency’s Draft Operating Budget and Capital Program for Fiscal Year 2008, which will be discussed as part of the Community Development Department’s budget presentation scheduled for late May. Step Four will be the final adoption of the Redevelopment Agency Budget for Fiscal Year 2008, which is tentatively scheduled for June 19th.
Today’s Special Meeting will concentrate on anticipated available revenues and potential funding needs in the Agency’s existing capital program, with the intention of defining a sound fiscal approach to the Fiscal Year 2008 budget and the proposed community grant process.

Agency Revenues:

The projected revenue picture for Fiscal Year 2008 is favorable. Fiscal Year 2007 has been a strong year in tax increment growth, which will yield significant fund balances to begin Fiscal Year 2008. Given tax increment growth in Fiscal Year 2007 and no identifiable economic counter indications, we can expect similar growth in Fiscal Year 2008. As a result, staff anticipates significant surplus revenues in the RDA General Fund and the RDA Housing Fund after operating budgets and debt service are taken into account. The anticipated funding sources available for Fiscal Year 2008 are identified in Attachment 1. Revenue projections will be discussed including the estimated $6.7 million available for Agency projects and programs. 

Agency Obligations:

The Agency has funded, and is currently pursuing, twenty-eight (28) capital projects as part of its Capital Program. Many of those projects were “frozen” in Fiscal Years 2004, 2005, and 2006, due to the State budget crisis and the imminent threat it posed to Agency funds, including the take-away through the Educational Revenue Augmentation Fund (ERAF). Significant increases in construction costs, changes in project scopes, and the time necessary to bring a project to the construction phase have combined to create existing capital project funding concerns. It is clear that significant additional funding will be required in order to complete many of the capital projects currently in the Agency’s Capital Program. Given the number of projects and the volatility of the construction industry, it is extremely hard to estimate the extent of these possible cost increases, but staff will provide some illustrative examples at the Special Meeting. 

In order to assist the discussion about the Agency’s funding needs, a Redevelopment Agency Project Summary Binder has been provided to each Boardmember and is also available for review at the Redevelopment Agency offices at 630 Garden Street, 2nd Floor. At the Special Meeting, staff will review the projects and be prepared to discuss details on individual projects. 

Recommended Responses:

Staff recommends that the Agency Board consider the following responses:

a. Defer consideration of any new capital projects in the Agency’s Fiscal Year 2008 budget process in order to make significant progress on the Agency’s Capital Program.

b. Reserve a minimum of $5.7 million of the estimated $6.7 million in estimated surplus revenues in a contingency account for additional costs of existing capital projects as they are further defined.

c. Reserve $1 million in estimated surplus revenues to be made available for community grant proposals for Fiscal Year 2008.

d. Direct staff to immediately commence the Agency’s community grants public solicitation process and make the community aware of the funding level restriction on community grants. Review of grant requests and decisions as to their possible inclusion into the Fiscal Year 2008 Redevelopment Agency Budget would take place at the tentatively-scheduled meeting of April 24.
ATTACHMENT: 
Estimated Revenues and Expenditures Summary for Fiscal Year 2008
PREPARED BY:
David Gustafson, Assistant Community Development Director/Housing and Redevelopment Manager/BJB
SUBMITTED BY:
Paul Casey, Community Development Director

APPROVED BY:
City Administrator's Office
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