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REPORT TO CITY COUNCIL ON THE FIFTH AMENDMENT TO THE
REDEVELOPMENT PLAN FOR THE DEL PASO HEIGHTS REDEVELOPMENT
PROJECT

INTRODUCTION

This Report to City Council (“Report to City Council” or “Report”) on the proposed Fifth
Amendment to the Redevelopment Plan for the Del Paso Heights Redevelopment Project
(“Fifth Amendment”) has been prepared for the Redevelopment Agency of the City of
Sacramento (“Agency”’) pursuant to Section 33352 and other applicable provisions in
Chapter 4 of Part | of the California Community Redevelopment Law (“CRL"), Health and
Safety Code, Section 33000 et seq. The boundaries of the Project Area are shown on
Map 1.

A. PRIOR AMENDMENTS

The Redevelopment Plan for the Del Paso Heights Project Neighborhood Development
Program Project No. 5 (Calif. A-16) (“Redevelopment Plan” or “Plan”) was adopted by
Ordinance No. 2884, Fourth Series, of the City Council of the City of Sacramento on May
12, 1970. On August 6, 1970, the City Council, by Ordinance No. 2913, Fourth Series,
amended the Redeveiopment Plan (“First Amendment”) to revise certain provisions
relating to land use and development requirements. On May 21, 1985, the City Council,
by Ordinance No. 85-047, amended the Redevelopment Plan (“Second Amendment”) to
replace the original Redevelopment Plan with a new amended (updated) Redevelopment
Plan, as well as to amend cenrtain land use designations and to make technical changes
to the text. On November 18, 1986, by Ordinance No. 86-108, the Redevelopment Plan
was amended (“Third Amendment”) to establish limits, pursuant to SB 690, that were not
previously included in the Redevelopment Plan, including a tax increment revenue limit
and debt establishment and eminent domain time limits. On October 4, 1994, by
Ordinance No. 94-046, the Plan was amended (“Fifth Amendment”) to establish or modify
existing limits on the repayment on project loans, advances, and indebtedness, and the
time limit for plan effectiveness, as mandated by Section 33333.6 of the Health and
Safety Code (added by Chap. 942, 1993 Statutes, commonly known as AB 1290).

B. PROPOSED FIFTH AMENDMENT

The primary purposes of the proposed Fifth Amendment are to: 1) extend the time limits
for debt establishment, debt repayment, Plan duration, and the exercise of eminent
domain authority; 2) increase the tax increment and bond debt limits; 3) provide that the
land uses permitted in the Project Area shall be the same as permitted under the City's
General Plan; and 4) replace the existing amended Redevelopment Plan with an
“Amended and Restated Redevelopment Plan” in order to update the Plan’s provisions to
current legal requirements and terminology.

The proposed Fifth Amendment does not add territory to the project area or alter the
existing boundaries in any way. The proposed amendments are shown in Table I-1.

C. PURPOSE OF REPORT TO CITY COUNCIL

The purpose of this Report is to provide the information, documentation, and evidence
required by Section 33352 of the Community Redevelopment Law to accompany the
proposed Fifth Amendment when it is submitted by the Agency to the City Council of the
City of Sacramento (“City Council"). Such information, documentation and evidence is
provided to assist the City Council in its consideration of the proposed Fifth Amendment
and in making the various determinations it must make in connection with its adoption.

Fifth Amendment to the Del Paso Heights Report to City Council
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Table I-1

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

PROPOSED AMENDMENTS
Limit Existing Limit Proposed Amendment
Debt Establishment

(20 years from adoption or 1/1/04, whichever is 5/11/2000 5/11/2010

later, plus 10 years with amendment)

Plan Effectiveness (Duration) :

(40 years from adoption or 1/1/09, whichever is 5/11/2000 5/11/2010

later)

Debt Repayment/Receipt of Tax Increment

(AB 1290 requirement: 10 years after effectiveness 5/11/2010 5/11/2020

of plan)

Tax Increment

{(None required unless previously established) $18 Million $131 Million
Bond Debt

(none required) $18 Million $41 Million
Eminent Domain

12/18/1998 2010*

(12 years maximum)

Source: Sacramento Housing & Redevelopment Agency, 1997

* Exact date will be twelve years from adoption of the Fifth Amendment

TABLE_1.DPH
07/09/97



This Report is divided into 13 parts which generally correspond to the subdivisions
contained within CRL Section 33352, as modified by CRL Section 33457.1, which
provides that “To the extent warranted by a proposed amendment to a redevelopment
plan... the reports and information required by Section 33352 shall be prepared and made
available.” Each part of this Report has a separate function, as described in the summary
listing which follows this paragraph. Certain parts of this Report, as noted in the summary
listing, have been or would have been' (if required) prepared by entities other than the
Agency. Section 33352, however, requires the Agency to aggregate and submit such
documents as part of this Report. The following summary listing identifies the 13 parts of
this Report, the corresponding Section 33352 subsection, and the responsible entity for
each part. Also incorporated within this Report to Council is the information required by
CRL Sections 33333.6(a)(2), 33354.6(b) and 33367(d)(11) and (13) explaining the
relationships between the elimination of blight and the need to extend and increase the
limits of the Redevelopment Plan.

Part No.
and CRL Responsible
Section No. Title Entity

Part | Reasons for Amending the Redevelopment Plan Agency
[33352(a)]

Part il Description of Conditions in the Project Area, Agency

[33352(b)] Including Identification of Significant Remaining Blight
[33333.6(a)(2)] in the Project Area, and Portions of the Project Area
[33354.6(b)] that are No Longer Blighted

Part i Description of Specific Projects Proposed to be Agency

[33352(a)] Continued by the Agency in the Project and
Description of How Such Projects Will Improve or
Alleviate Remaining Blight

Part IV Proposed Method of Financing the Amended Project, Agency
[33352(e)] Including an Assessment of Continued Economic
[33352(d)] Feasibility of the Amended Project and Reasons for

[33333.6(a)(2)] Continuing to Include Tax Increment Financing
[33354.6(b)]

[33367(d)(11)]

[33367(d)(13)]

Part vV Effect of Amendment on Method or Plan for Agency
[33352(f)] Relocation of Families and Persons

Part VI Analysis of Preliminary Plan Agency
[33352(g)]

Part VII Report and Recommendations of Planning Planning
[83352(h)] Commission, and Report Required by Section 65402 Commission
[33352(j)] of Government Code
Part VIii Redevelopment  Advisory  Committee  (RAC) Agency
[33352(i)] Summary, and Summary of Consultations with

Project Area Owners, Residents, Community
Organizations, and Others

Part IX Report Required by Section 21151 of Public Agency
[33352(k)] Resources Code (Environmental Document)

Part X* Report of County Fiscal Officer Sacramento
[33352(1)] County

Fifth Amendment to the Del Paso Heights Report to City Council
Redevelopment Project Page 2



e Part No.
and CRL Responsible
Section No. Title Entity
Part Xi Neighborhood Impact Report Agency
[33352(m)]
Part XiI* Analysis of Report of County Fiscal Officer and Agency
[33352(n)} Summary of Consultations with Affected Taxing
Agencies, and Response to Written Objections and
Concerns of Affected Taxing Agencies
Part Xl Analysis of Implementation Plan Agency
[33352(c)]

The Report of the County Fiscal Officer and the analysis of this Report are not

applicable to the Report to Council because no territory is being added to the Del
Paso Heights Redevelopment Project as a result of the Fifth Amendment.

77N
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PART I

REASONS FOR AMENDING THE REDEVELOPMENT PLAN
A. OVERVIEW AND BACKGROUND '

The history of Del Paso Heights can be traced back to the Spanish land grants of the
1840's. The area surrounding the present community was once a large ranch known as
Rancho Del Paso. The size of Del Paso Heights, approximately 1,000 acres, is
consistent with early Californian ranching operations. During the Civit War, Rancho Del
Paso was acquired by James Haggin and Lloyd Tevis. Just prior to World War I, the
ranch was sold to the North Sacramento Land Company and shortly thereafter,
subdivision into smaller parcels and urbanization of the area began. During the Second
World War, the community grew substantially, mostly due to its proximity to McClellan Air
Force Base and the need for workers’ housing. For many years, Del Paso Heights
remained semi-rural in character and as an unincorporated community, had little
infrastructure development. During the 1950's and 1960's, as the wartime economy
wound down and the workers left McClellan, Del Paso Heights began to show signs of
economic decline.

As a way to begin to address the urban problems that were emerging in the area, the City
of Sacramento annexed Del Paso Heights in 1965. in 1970, the Del Paso Heights
Redevelopment Project Area was adopted. Since original adoption, the Plan has been
amended four times.

At the time the Project Area was adopted, a major focus of the Redevelopment Agency
was to provide the infrastructure necessary to make the area a functioning, modern
neighborhood. Over the period from 1970 to 1990, more than $8 million dollars of tax
increment and federal Community Development Block Grant funds were invested in the
upgrading and installation of streets, drainage, water, and sewer systems in the area.
The “foundation” for redevelopment had to be installed and the basic infrastructure
inadequacies corrected before any substantive redevelopment activities could take place.

During the late 1980's, Agency redevelopment efforts began to focus on the improvement
of the housing stock and provision of community facilities for the area. Since 1991, the
Agency's efforts have also moved towards economic development and the facilitation and
assistance of private commercial development, especially along Marysville Boulevard.
The proposed Fifth Amendment is essential to remove remaining blight and will assist the
Agency in the continuation of these efforts to improve the neighborhoods and the
economic base of Del Paso Heights.

B. OBJECTIVES OF THE EXISTING REDEVELOPMENT PROJECT

A redevelopment plan provides an agency with powers, duties, and obligations to
implement and further a redevelopment program for the redevelopment, rehabilitation,
and revitalization of a project area. Because of the long-term nature of a redevelopment
plan and the need to maintain flexibility to respond to market conditions, property owner
and developer interests, and other opportunities as they arise, a redevelopment plan does
not present a precise plan or establish specific projects for the redevelopment,
rehabilitation, and revitalization of a project area. Rather, a redevelopment plan
represents a process and a basic framework within which specific plans are presented,
specific projects are established and specific solutions are proposed, and by which tools
are provided to a redevelopment agency to fashion, develop and proceed with such
specific plans, projects and solutions.

Fifth Amendment to the Del Paso Heights Report to City Council
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Goals and Objectives as Defined in the Redevelopment Plan

The goals and objectives for the Project, as defined in the Amended and Restated
Redevelopment Plan and the existing five-year Implementation Plan are as foliows:

¢ Housing Goal: To provide standard housing for all famiiies presently residing
in Del Paso Heights and, at the same time to increase the housing supply.
Rehabilitation will be fostered and encouraged where feasible and compatible
with Plan objectives. Should clearance of existing structures be necessary, it
will be coordinated with the availability of relocation housing. To provnde for
new housing construction.

e Social Goal: To develop a superior level of community facilities providing for
the cultural, health and social needs of the residents. Also, to develop a
program maximizing citizen participation in the redevelopment process.

« Environmental Goal: To improve the neighborhood environment and image.
To eliminate blighted and. blighting conditions. To provide all appropriate
amenities to support the basic residential character of the area.

e« Economic Goal: To increase and develop economic activity in the area by
attracting new business, assist existing business and enhancing property
values. To provide for new housing within the means of the majority of area
residents. To enforce a strong affirmative action program with all contractors
working in the area. To effect a workable residential rehabilitation program
maximizing the improvement of economically feasible properties.

C. REASONS FOR AMENDING THE REDEVELOPMENT PLAN

To further the Agency's efforts in eliminating blighting conditions, the Agency is proposing
to extend, as permitted, the financial time limits of the redevelopment plan and extend the
limits for commencement of eminent domain proceedings to the maximum permitted by
law. The Agency is within approximately $4 million of reaching the $18 million tax
increment cap. To allow the Agency to implement additional programs through the
collection of additional tax increment, the Agency is proposing to increase the tax
increment limit. Extending the Redevelopment Plan’s time limits for incurring and
repaying debt as well as collecting tax increment will provide the Agency the ability to
issue bonds and will increase the time period to receive tax increment and repay debt.
This will result in additional resources to fund and complete redevelopment projects and
programs. The proposed Fifth Amendment, by providing additional resources, will
preserve and increase the availability of low and moderate income housing within the
Project Area and the City of Sacramento. In addition, extending the Agency's eminent
domain authority will provide the Agency with the ability to acquire land at a fair market
value in instances where the assembiy of parcels is necessary to facilitate development
which will benefit the larger community.

In addition to the changes to the financial and time limits of the Del Paso Heights
Redevelopment Project, the Fifth Amendment also provides for consistency between the
land uses allowed within the Project Area and those land uses designated by the
Sacramento General Plan. While prior versions of the Redevelopment Plan mandated
fixed land uses for the Project Area, the language added by the Fifth Amendment wiil
provide for Project Area land uses to change in concert with General Plan amendments.
Map 1A illustrates the changes in land use designations from the last amendment of the
Del Paso Heights Redevelopment Plan.

Fifth Amendment to the Del Paso Heights Report to City Council
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D. PUBLIC BENEFIT THROUGH REVITALIZATION OF BLIGHTED AREAS AND
INCREASED AND IMPROVED HOUSING OPPORTUNITIES

1. Public Benefit of Revitalizing Blighted Areas

The Marysville Boulevard corridor (“Marysville Boulevard Corridor”) is the main (and only)
commercial artery in Del Paso Heights and, as such, is the basis for the impression many
people form of the area. Because of this fact, the Agency will be focusing much of its
project completion efforts on the revitalization of this area. The Marysville Boulevard
Corridor contains several buildings that are deteriorated and substandard for
contemporary use, and, therefore, do not meet the changing needs of the commercial
and industrial sectors. This corridor also contains an inordinate amount of vacant and
underutilized sites, which serve as an attraction to criminal activity and furthers the
negative perception of the area. Continued Agency assistance in revitalizing this corridor
enhances the perception of the overall Del Paso Heights area, increases the utility of land
along the strip, enhances the economic and employment base of the community, and
provides a healthy and safer environment to conduct business in.

The continued rehabilitation of existing residential buildings and the construction of new
housing in the neighborhoods adjoining Marysville Boulevard, throughout the Del Paso
Heights area, and in the southwest portion of the Project Area (known as “Del Paso
Nuevo”), increases housing opportunities and solidifies established residential
neighborhoods in the Project Area. This further strengthens the market for neighborhood
goods and services. The rehabilitation and reconstruction of boarded-up and dilapidated
homes, in conjunction with the Agency’s Housing Program, provides the Project with safe
and affordable housing to meet the needs of moderate, low, and very low income
residents.

Within the areas zoned for industrial use, the Agency will continue to assist in the
attraction of new businesses and expansion and retention of existing businesses. The
Agency will also continue to assist in the provision of public improvements and facilitation
of the rehabilitation or removal of substandard buildings in order to preserve existing
businesses and provide for contemporary industrial uses, thereby better utilizing the land
and increasing job opportunities.

Increased economic activity strengthens the tax base of the Project, providing needed
revenues to fund public services. The Agency will continue to pursue the assembly and
disposition of land in conjunction with these actions to achieve more productive and more
appropriate land uses in the Project Area. While encouraging new business opportunities
in the Project Area, the Agency will assist in diversifying the City’s employment and tax
base.

2. Public Benefit Through Increased and Improved Housing Opportunities

The Agency will continue to assist in improving and increasing housing opportunities
through both the mandated low/moderate housing set-aside funds and housing
rehabilitation programs.

By extending the financial limits, the Agency will receive more tax increment revenues, of
which 20 percent must be spent on increasing or preserving the number of affordable
housing units available to families of very-low, low and moderate incomes. The Agency’s
program of redevelopment as described in Part Il includes a Development Assistance
Program. A portion of the funding for the Del Paso Nuevo housing project will be funded
through this program. When combined with the Agency’s other Housing Programs, the
Agency will be allocating more than the minimum 20 percent. It is the Agency's desire to
encourage and increase the quality of residential life in the Del Paso Heights Project. The
Agency will attempt to encourage housing for households of all income categories, but will
ensure that units developed or rehabilitated are affordable to low-moderate income

Fifth Amendment to the Del Paso Heights Report to City Council
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households in numbers mandated by the CRL. The Agency's housing program may
include one or more of the following types of programs: 1) residential rehabilitation loan
program; 2) residential development program; 3) First-Time Homebuyer program, and 4)
other housing programs designed to increase, improve and expand the supply of low and

moderate income housing.

The residential rehabilitation program aids low and moderate income home owners in
repairing and maintaining their residences, thereby improving housing units in need of
maintenance or moderate rehabilitation. The Agency also uses this program to
participate in the rehabilitation of boarded-up homes. The residential development
program provides for construction of new housing units, such as the Del Paso Nuevo
project and other infill sites in the Project Area. The First-Time Homebuyers program
provides home ownership subsidies for moderate income families. Other programs, such
as the Reaching New Heights program, encourage property maintenance.

Report to City Council
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PART Il

DESCRIPTION OF CONDITIONS IN THE PROJECT AREA; INCLUDING
IDENTIFICATION OF SIGNIFICANT REMAINING BLIGHT IN THE PROJECT
AREA, AND PORTIONS OF THE PROJECT AREA THAT ARE NO LONGER
BLIGHTED

A. PROCEDURES AND DEFINITION OF BLIGHT

When a redevelopment plan which utilizes tax increment financing is proposed to be
amended to (1) increase financing limits, (2) lengthen the duration of the redeveiopment
plan, (3) merge projects, or (4) add significant additional capital improvement projects,
Section 33354.6(a) of the CRL requires that the adoption of the amendments involve the
same procedures as required for the adoption of a redevelopment plan. The proposed
Amendments would increase the financial limits of the Redevelopment Plan. Therefore,
as a general rule, plan adoption requirements will prevail.

One requirement for the adoption of a redevelopment plan is a finding that the project
area is blighted as defined in Sections 33030 and 33031 of the CRL. That finding is to be
contained in the city ordinance adopting the plan.

However, CRL Section 33457.1 creates an exception and indicates that the blight finding
requirement is not fully applicable to the adoption of redevelopment plan amendments.
Section 33457.1 provides that prescribed plan adoption findings are to be contained in the
amending ordinance only to “the extent warranted by . . . [the] proposed amendment . .. ."
in addition, Sections 33354.6(b) and 33333.6(a)(2) specify which findings are warranted
by financial amendments like those contained in the proposed Amendments. Sections
33354.6(b) and 33333.6(a)(2) make it clear that the appropriate findings are (1) that
significant blight remains in the project area and (2) that the blight cannot be eliminated
without the financial amendments.

In the same way, Sections 33457.1, 33354.6(b) and 33333.6(a)(2) work together to
describe the blight-related matters which must be discussed in the preliminary report and
later in the report to city council. The reports should describe and identify the remaining
blight, the portion of the project area no longer blighted, the projects required to eradicate
the remaining blight and the relationship between the cost of those projects and the
financial amendments.

In describing the remaining blight, as required by Section 33354.6(b) and 33333.6(a)(2),
the Agency must consider whether recent changes in the CRL require it to adhere to the
definition of blight contained in the CRL when the ordinance adopting the original
Redevelopment Plan (“Adopting Ordinance”) was passed.

California Statutes, Chapter 942 of 1993 (AB 1290) and other legislation revised Section
33030 of the CRL and the other sections referred to therein. The result is a change in the
definition of blight. The Legislature did not indicate whether it intended to change the
definition for amendments to previously existing redevelopment plans or not.

The approach taken in documenting remaining blight in the Project Area in this Report is
to identify existing conditions within the “new” blight categories. The only exception is the
identification of public improvement deficiencies as a blighting condition, as defined under
the “old” criteria. The reason for including public improvement deficiencies is that when
the Project Area was adopted, public improvement deficiencies could be and were cited
as significant and prevalent blighting conditions. Therefore, where public improvement
deficiencies continue to persist and pose health and safety hazards or impair investment,
these conditions are documented in this Report. The following are definitions of the
current or “new” blight categories.

Fifth Amendment to the Del Paso Heights Report to City Council
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Physical conditions that cause blight include:

. Buildings in which it is unsafe or unhealthy for persons to live or work.
These conditions can be caused by serious code violations, dilapidation
and deterioration, defective design or physical construction, faulty or
inadequate utilities, or other similar factors.

. Factors that prevent or substantially hinder the economically viable use or
capacity of buildings or lots. This condition can be caused by
substandard design, inadequate size given present standards and market
conditions, lack of parking, or similar factors.

. Adjacent or nearby uses that are incompatible with each other and which
prevent the economic development of those parcels or other portions of
the project area.

. The existence of subdivided lots of irregular form and shape and
inadequate size for proper usefulness that are in multiple ownership.

Economic conditions that cause blight include:

. Depreciated or stagnant property values or impaired investments,
including, but not necessarily limited to, those properties containing
hazardous wastes that require the use of Agency authority for
remediation.

o Abnormally high business vacancies, abnormally low lease rates, high
turnover rates, abandoned buildings, or excessive vacant lots within an
area developed for urban use and served by utilities.

. A lack of necessary commercial facilities that are normally found in
neighborhoods, including grocery stores, drug stores, and banks and
other lending institutions.

o Residential overcrowding or an excess of bars, liquor stores, or other
businesses that cater exclusively to adults, that have led to problems of
public safety and welfare.

. A high crime rate that constitutes a serious threat to the public safety and
welfare.

As stated above, Sections 33457.1, 33354.6(b) and 33333.6(a)(2) require that only
significant remaining blight be identified in the project area. Therefore, it can be inferred
that the law requires that only one significant remaining physicatl or economic blighting
condition needs to be identified within the Project Area. However, as documented later in
this Report, the Project Area has several remaining types of physical and economic
blighting conditions.

The CRL also requires that the need for the financial amendments to existing project
areas be demonstrated. This documentation is provided in Part IV of this Report.

B. URBANIZATION QUALIFYING CRITERIA

Section 33320.1 of the CRL requires that a project area for which a final redevelopment
plan is adopted on or before January 1, 1984 be predominantly urbanized. Section
33320.1 applies to new project areas or areas to be added to an existing project area(s).
Since no territory is proposed to be added to the project area, an analysis of urbanization
is not included.

Fifth Amendment to the Del Paso Heights Report to City Council
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C. SIGNIFICANT REMAINING BLIGHT AND PORTIONS OF THE EXISTING
PROJECT AREA THAT ARE NO LONGER BLIGHTED

1. Blighting Conditions at the Time of Project Adoption

At the time of Project adoption, the residential portions of the Del Paso Heights area had
deteriorated significantly and the commercial vitality of Marysville Boulevard was all but
gone. The building boom in the area during World War Il had produced affordable, but
low-quality housing stock to accommodate industrial workers at McClellan Air Force
Base. However, this housing was quickly deteriorating by the late 1960's. Also, the lack
of infrastructure in the area led to localized flooding during the rainy season and year-
round unsanitary conditions. As the housing stock deteriorated and the industrial workers
moved on, lower income households were drawn to the area, which led to a lack of
maintenance of many residential properties and further deterioration of the building stock.
As the incomes and property values in the area decreased, the viability of commercial
businesses in the area also declined. By 1970, the need for redevelopment was rather
evident, and the original Redevelopment Plan for the area was adopted.

The Project was adopted out of concern for a prevalence of deteriorating conditions and
the underutilization of a large part of the area, particularty commercial properties along the
major corridors. The blight that characterized the Project Area at the time of adoption in
1970 included: a dilapidated housing stock; refuse; abandoned vehicles; a lack of
investment; inadequate lot sizes; numerous vacant parcels and buildings; excessive
graffiti; and inadequate public improvements including substandard streets, water and
sewer mains, and drainage facilities.

The Redevelopment Plan was also adopted as a Neighborhood Development Program
under the guidelines of the Federal Department of Housing and Community Development.
The Neighborhood Development Program under the original Redevelopment Plan was
instrumental in the rehabilitation of residential units and the construction of new single and
multi-family homes, a library, health clinic, and street improvements. In 1975, the
Neighborhood Development Program was replaced by the Community Development
Block Grant (“CDBG") Program. Since 1975, redevelopment in the Project Area has been
funded with both CDBG and tax increment funds.

Between 1975 and 1985, the focus of redevelopment in the Del Paso Heights Project was
on improving the appearance and livability of residential neighborhoods and commercial
areas by rehabilitating existing housing, developing new housing and businesses, and the
installation of new and upgraded public facilities and improvements.

In May 1985, the Agency amended the Redevelopment Plan and adopted the
“Implementation Strategy” for the Project Area. The Implementation Strategy, based on
an earlier revitalization study, focused on the continuation of early revitalization efforts to
maintain Del Paso Heights as a viable residential area, and expanded this focus to
emphasize economic development. The objective was to create an environment
attractive to private reinvestment. The Implementation Strategy outlined four general
programmatic categories for redevelopment, including:

s Environmentai improvement programs aimed at beautification and
neighborhood clean up;

¢ Housing assistance programs such as housing rehabilitation assistance and
infill housing incentives, and new senior housing;

* An economic development program with the aim of upgrading major
commercial strip centers and nodes in the Project Area though developer
assistance; and

e A capital improvement program for selected street improvements.

Fifth Amendment to the Del Paso Heights Report to City Council
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The original Redevelopment Plan contained a iand use plan considered restrictive of
economic development. It excluded industrial land uses, a potential that surfaced in the
early 1980's, particularly because of the Project Area’s location adjacent to Interstate 80.
The Agency found it necessary to change the provisions of the Redevelopment Plan to
facilitate land use planning with an emphasis on stimulating private commercial and
industrial development.

In 1989 the Agency adopted the Del Paso Heights Revitalization Strategy which
succeeded the 1985 Impiementation Strategy. This Strategy outlined significant housing,
economic development and capital improvement projects which should be undertaken. In
1991 the Revitalization Strategy was once again updated to focus on economic
development projects and programs including a shopping center development,
commercial loans and grants, and assistance for office/light industrial development along
the interstate 80 freeway corridor. The Revitalization Strategy provided a direction for a
more aggressive redevelopment approach in the area of economic development.

2. Redevelopment Activities from Project Adoption to the Present

Since Project adoption in 1970, over $20 million of tax increment revenues and
Community Development Block Grant funds have been expended on projects and
programs to eliminate blighting conditions in the Project Area. As previously noted, the
primary purpose for adopting the Project Area was to provide infrastructure improvements
in the area. The Agency has made significant accomplishments with infrastructure,
replacing or constructing new improvements for most of the Project Area. The Agency
also has focused on the rehabilitation of the existing housing stock, as well as the
construction of new units. The Agency has spent over $5 million on housing projects,
which has leveraged over $13 million in private investment. Although the Agency has only
recently begun to focus on economic development, $1.2 million in Agency expenditures
have engendered over $2 million in private investment. These projects and programs
have led to significant investment by the private sector in residential rehabilitation. in all,
public and private sector investment in the Project Area totals approximately $36 million.
A complete listing of projects and programs implemented by the Agency is included in
Table lI-1. Examples of some Agency sponsored and/or funded projects are included in
Plates 1 and 2.

In 1996, the Agency and the Del Paso Heights Redevelopment Advisory Committee
adopted a five-year investment strategy the purpose of which was to provide a blueprint
for Agency activities in the area, making an explicit connection between the investment of
Agency resources and the leverage of private investment and tax increment generation.
This strategy outlines the market conditions in the area, evaluates past Agency projects
and programs, and recommends specific strategies for the five-year period.

More recently, in Spring 1997, the Agency was awarded a combination grant and Section
108 loan from the Department of Housing and Urban Development for the revitalization
and redevelopment of the southwest corner of the Project Area. This project, known as
Del Paso Nuevo, involves the installation of modern infrastructure for the area, including
streets, gutters, sidewalks, storm drains, and sewers, as well as the construction of
affordable, single-family detached housing. Tax increment financing generated by the
construction of housing will be used to service the debt on the loan. While the grant will
fund the infrastructure for the project, the Section 108 loan wili help “buy down” the cost of
the housing to make the project affordable to low income families.

1 Del Paso Heights Five-Year Investment Strategy: 1996-2000, Del Paso Heights Redevelopment Advisory
Committee and Sacramento Housing and Redevelopment Agency, 1996.

Fifth Amendment to the Del Paso Heights Report to City Council
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Table II-2

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

PROFILE OF TENANT OCCUPANCY
MARYSVILLE BOULEVARD CORRIDOR

Total Percentage of Percentage of
Tenants Tenants/Units Total Tenants/Units
Type No. in Project by Use Type in Project

| Commercial
Retail 33 44 75.00% 49.25%
Supermarkets 2 44 4.55% 2.99%
Convenience Markets 3 44 6.82% 4.48%
Office 4 44 9.09% 5.97%
Banks and Other Lending Institutions 0 44 0.00% 0.00%
Vacant 7 44 15.91% 10.45%
Total Commercial 44 44 100.00% 65.67%

Il Residential

Single Family 14 17 82.35% 20.90%
Multi-Family (total units) 3 17 17.65% 4.48%
Total Residential 17 17 100.00% 25.37%
ill Private Institutional 6 6 100.00% 8.96%
TOTAL TENANTS IN PROJECT 67 67 100.00% 100.00%

Source: Katz Hollis field survey, June 13997
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The Rio Linda Boulevard Housing Development, built by the Rural California Housing Corporation, includes

20 new homes for low income families.
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AGENCY ASSISTED PROJECTS

The Market Basket Supermarket at 3845 Marysville Boulevard is an excellent example of successful
implementation of the SHRA's facade rehabilitation program.

has attracted businesses such as U.S. Rentals.

Katz Hollis

FIFTH AMENDMENT

An Agency grant helped establish the infrastructure for the Norwood/I-80 Business Park, which in turn
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3. Remaining Blighting Conditions and Portions of the Project Area that
are No Longer Blighted

Introduction

The Del Paso Heights Redevelopment Project Area is located in the northern portion of
the City of Sacramento. The Project Area is composed of 1,028 acres generally bounded
on the north by Interstate 80, on the west by Norwood Avenue, on the east by Marysville
Boulevard, and on the south by Arcade Creek (Map 1). The Project Area is primarily a
residential neighborhood with traditional strip commercial uses located along Marysville
Boulevard. Smaller commercial nodes also exist along Rio Linda Boulevard and Grand
and Norwood Avenues. Community facilities are found throughout the Project Area and
include four schools, two community centers, four parks, two libraries, and a medical
center.

For the first 20 years of the Plan, Agency expenditures were largely focused on the
provision of adequate and modern infrastructure for the area. However, not all areas
were completed, particularly along Marysville Boulevard and in the southwest corner of
the Project Area, known as Del Paso Nuevo. Also, the physical building stock, while
improved in some instances, remains largely blighted. In some instances, newer
residential structures have contributed to blighting conditions, as mortgage defaults and
property foreclosures have created a large number of boarded-up and abandoned homes.

The Marysviile Boulevard Corridor is the main (and only) commercial artery in Del Paso
Heights, and as such, is the basis for the impression many people form of the area.
Because of this fact, the Agency has recently begun, and will be focusing much of its
efforts on, the revitalization of this area. Although the Agency has participated in some
facade rehabilitations and parcel acquisitions, the overall image of the strip is that of a
marginal and crime-impacted area. Of the 67 tenants along the Marysville Boulevard
Corridor, 44 are commercial, 17 are residential, and six are private institutional uses
(several small churches and two community fraternal organizations) (Table 1I-2). One
particular business, which has been the focal point of criminal activity in the area for many
years, was actually firebombed, most likely a response to the criminal activity at the site
and the owner's inability (or unwillingness) to do anything about it. Although the business
was rebuilt, criminal activity has continued, and the area has remained largely unchanged.

As mentioned above, the Agency's efforts to date have created the foundation for
completion of redevelopment in the Project Area. Overall, the conditions which existed at
the time of Project adoption continue to exist. The scope of assistance needed for an
area of such size and such wide-ranging blighting conditions was beyond the initial
capabilities of the Project, and thus leads to the need for an extended duration and
increased funding of redevelopment in the area.

a. Remaining Blighting Conditions
Methodology

The following is a discussion by category of the blighting conditions that continue to afflict
both the residential portions of the Project Area and the Marysville Boulevard Corridor.

The following description of existing conditions is primarily based on a windshield survey
of the greater Project Area and a full field survey of the Marysville Boulevard Corridor
conducted in April 1997. The boundaries of the fully-surveyed area are the same as the
boundaries of the Marysville Boulevard Corridor shown on Map 2. The photographs
accompanying this text were taken during the windshield and field surveys. Other
information sources include the Implementation Plan adopted in 1994, the Five-Year
Investment Strategy adopted in 1996, discussions with Agency and City staff, and
analysis of selected secondary data (see Appendix).

Fifth Amendment to the Del Paso Heights Report to City Council
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Table 1I-2

Del Paso Heights Redevelopment Project

Fifth Amendment
Sacramento Redevelopment Agency

PROFILE OF TENANT OCCUPANCY
MARYSVILLE BOULEVARD CORRIDOR

Total Percentage of Percentage of
Tenants Tenants/Units Total Tenants/Units
Type No. in Corridor by Use Type in Corridor

| Commercial
Retail 33 44 75.00% 49.25%
Supermarkets 2 44 4.55% 2.99%
Convenience Markets 3 44 6.82% 4.48%
Office 4 44 9.09% 5.97%
Banks and Other Lending Institutions 0 44 0.00% 0.00%
Vacant 7 44 15.91% 10.45%
Total Commercial 44 44 100.00% 65.67%

Il Residential

Single Family 14 17 82.35% 20.90%
Multi-Family (total units) 3 17 17.65% 4.48%
Total Residential 17 17 100.00% 25.37%
Il Private Institutional 6 6 100.00% 8.96%
TOTAL TENANTS IN CORRIDOR 67 67 100.00% 100.00%

Source: Katz Hollis field survey, June 1997
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The following is a description by category of the blighting conditions that continue to exist
and which discourage private sector investment in the Marysville Boulevard Corridor and
the Project Area as a whole. In general, although the Marysville Boulevard Corridor is a
fairly small area with a total of only 82 properties, 70 (85 percent) are still impacted by
remaining blighting conditions (Table 1I-3). In the remainder of the Project Area, blighting
conditions occur throughout the area and across all uses, with no particular concentration
of blight. (Refer to Maps 6 and 7 later in this Report for the locations of remaining
blighting conditions).

i. Physical Blighting Characteristics
Buildings in Which it is Unsafe or Unhealthy for Persons to Live or Work

According to Section 33031(a)(1) of the CRL, These conditions can be caused by serious
building code violations, deterioration and dilapidation, fauity or inadequate utilities,
defective design or physical construction, or other similar factors.

Serious Building Code Violations

Violations of local or State building codes is a condition identified under Section
33031(a)(1) of the CRL that characterizes buildings which are unsafe or unhealthy for
persons to live or work. Buildings, structures or sites that do not meet the current Uniform
Building Code requirements, or other local codes mandated to ensure health and safety,
pose a threat to the residents, workers, patrons, and visitors of the area. Serious code
violation issues, as defined by the City of Sacramento, include:

Buildings that are vacant for an extended period of time
Dangerous buildings

Substandard buildings with multiple code violations
Properties impacted by vector problems (mosquitoes)
Building or improvements defaced by graffiti

Litter or junk on properties

Nuisance violations

As part of the City of Sacramento’s efforts to enforce compliance with local building
codes, the City's Planning & Development Department investigates code violations when
complaints are received from residents or others. The majority of the complaints come
from property owners or tenants who observe potential violations in their neighborhoods.
However, due to the fact that code violations are investigated only if a complaint is filed,
and City resources do not permit regular inspection of all properties, many violations go
undocumented. Therefore, the potential number of building code violations is likely to be
much greater than reported.

Code violation data information provided by the City's Planning & Development
Department was analyzed for a three-and-a-half-year period for the City as well as the
Project Area. During this period of time, the City had a total of 7,730 reported serious
code violations, compared with 433 reported for the Project Area (Table il-4). What is
significant about this figure, is the relative share of total violations the Project had.
Although the Project Area contains only 3,028 of the City's 122,777 parcels
(approximately 2.5 percent), the Project Area had almost six percent of the City's total
serious code violations. In other words, the Project Area has over twice as many
violations as would be expected from an area of its size and parcel count. This higher
incidence of code violations in the Project Area is an indicator of the declining building
stock in the area and the lack of economic resources to correct these deficiencies.

Fifth Amendment to the Del Paso Heights Report to City Council
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Table II-3

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

SUMMARY OF BLIGHTING CONDITIONS (1)
MARYSVILLE BOULEVARD CORRDIOR

Number of Total in Percent
Blighting Characteristic Instances Corridor of Total
1 Building Characteristics
Deterioration & Dilapidation (2) 26 60 43.33%
Faulty or Inadequate Utilities 42 60 70.00%
Substandard Design 11 60 18.33%
Defective Design 16 60 26.67%
Building Code Violations 4 60 6.67%
Vacant Buildings 8 60 13.33%
Il Parcel (Site) Characteristics
inadequate Parking 19 82 23.17%
Lots of Irregular Form and Shape 33 82 40.24%
Lots of Inadequate Size 8 82 9.76%
Vacant Lots 18 82 21.95%
Il Tenant Space Characteristics
Adult Oriented Facilities 1 67 1.52%
Business Vacancies 7 67 10.45%
Total of All Buildings with Blighting Characteristics 52 60 86.67%
Total of All Parcels with Blighting Characteristics 55 82 67.07%
Total of All Tenants with Blighting Characteristics 8 67 11.94%
Total of All Properties with Blighting Conditions 70 82 85.37%

Source: Katz Hollis field survey, June 1997

(1) Blighting conditions are summarized for ail use types.

(2) Includes structures rated as either moderate rehabilitation (*C") or extensive rehabilitation (*D*).
(3) Includes all properties with either building, parcel or tenant space blighting characteristics

or any combination thereof.
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Table II-4

Del Paso Heights Redeveiopment Project
Fiftth Amendment

Sacramento Redevelopment Agency

BUILDING CODE VIOLATIONS (1)

Citywide Del Paso Heights % of City
1994 1,014 62 6.1%
1995 1,012 47 4.6%
1996 2,832 188 6.6%
1997 (2) 2.872 136 4.7%
Total 7,730 433 5.6%
Total Parcels 122,777 3,028 2.5%

Source: City of Sacramento, 1997
(1) Includes only serious code compliance cases
(2) Through May 1997

s
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Deterioration and Dilapidation

The rating categories used in the field survey to assess building conditions are generally
defined as follows: buildings rated as excellent or good conditions (“A") are in need of little
or no maintenance; buildings rated as deferred maintenance (“B") need minor
improvements such as paint; buildings rated as moderate rehabilitation (“C") need a
substantial amount of improvements such as a new roof, exterior siding, foundation
repairs, etc.; and buildings rated as in need of extensive rehabilitation (“D") are very
poorly maintained, have significant structural damage and need several major repairs.

Signs of deterioration and dilapidation noted during the field survey were evidenced by
structural damage, broken windows, and damaged/weathered exterior building material.
Of the 60 buildings in the Marysville Boulevard Corridor, 26 (over 43 percent) are in need
of moderate to extensive rehabilitation (refer to Table [I-5). Of these structures, 10 are
commercial, seven are residential, seven are vacant, and two are private institutional
uses. Table II-5 also shows that there are a total of 29 structures that show signs of
deferred maintenance.

It is worth noting that given the availability of sound structures within the nearby market
areas such as North Natomas, there is little incentive for the owners of the vacant
buildings to invest in rehabilitating these structures, which as noted above are in need of
moderate to extensive rehabilitation, and comprise over 43 percent of the buildings in this
area.

In addition to the deteriorated building conditions noted on Marysville Boulevard, the Del
Paso Heights Five-Year Iinvestment Strategy, which was compieted in 1996, noted that
approximately 563 housing units, or over 20 percent of all residential units, have been
estimated to need extensive rehabilitation. Also, a survey conducted as part of the 1990
Census, which covered a nine-block area, indicated that only 10 percent of all surveyed
units were in fair condition. Within this nine block area 52 percent of the units needed
moderate rehabilitation, 30 percent were in need of extensive rehabilitation, and 2 percent
were boarded-up. Based on a windshield survey conducted in June 1997, these
conditions observed in 1990 largely continue to exist throughout the Project Area today.
The areas observed as having the highest concentration of deteriorated structures are
indicated later in this Report on Map 6.

Plates 3, 4, and 5 on the following pages show examples of deterioration and dilapidation
in the commercial areas along Marysville Boulevard and the residential areas throughout
the Project. Plates 3 and 4 show examples of commercial buildings, both along
Marysville Boulevard and along Rio Linda Boulevard. The buildings shown in Plate 4 are
both along Marysville Boulevard located next to each other. One building is a burned-out
shell which has remained vacant since being destroyed, the other a small commercial
space that is indicative of many commercial structures along the corridor. Plate 5 shows
deteriorating single-family dwellings, one on Hayes Avenue in the Del Paso Nuevo area
and one on Branch Street.

The process of deterioration can be self-perpetuating. The presence of properties which
exhibit signs of deterioration may deter owners of neighboring properties from improving
or even maintaining their properties if it appears that any benefits which might accrue to
their properties will be diminished or negated because of the condition of surrounding
properties. For instance, when deteriorating conditions prevail throughout an area, it is
often difficult for a properly maintained property to attract a buyer because the area’s
overall deteriorated condition sends a message of property investment risk in terms of
possible decrease in property values if deteriorated conditions are permitted to continue.

Fifth Amendment to the Del Paso Heights Report to City Council
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Table I-5

Del Paso Heights Redevelopment Project

Fifth Amendment

Sacramento Redevelopment Agency

DETERIORATION & DILAPIDATION
MARYSVILLE BOULEVARD CORRIDOR

B8 c
Deferred Moderate Extensive
Sound Maintenance Rehabilitation Rehabilitation TOTAL
Buiiding Use No. % No. % No. % No. % No. %
I Residential

Single Family 0 0.00% 8 53.33% 5 33.33% 1 6.67% 14 93.33%
Multipie Family 0 0.00% 0 0.00% 1 6.67% 0 0.00% 1 6.67%
Sub-Total 0 0.00% 8 53.33% 6  40.00% 1 6.67% 15  100.00%

I Commercial
Office 2 6.90% 0 0.00% 1 3.45% 0 0.00% 3 10.34%
Retail 1 3.45% 16 55.17% 9 31.03% 0 0.00% 26 89.66%
Sub-Total 3 10.34% 16 55.17% 10  34.48% 0 0.00% 29 100.00%
il Private tnstitutional 1 16.67% 3 50.00% 2 33.33% 0 0.00% 6 100.00%
IV Public Institutionat 1 100.00% 0 0.00% 0 0.00% 0 0.00% 1 100.00%
V Mixed Use 0 0.00% 1 100.00% 0 0.00% 0 0.00% 1 100.00%
VI Vacant 0 0.00% 1 12.50% 5 62.50% 2  25.00% 8 100.00%
TOTAL 5 8.33% 29  48.33% 23  38.33% 3 5.00% 60 100.00%

Source: Katz Hollis field survey, Aprit 1997

(1) Mobile homes and trailers were not rated as buildings.
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DETERIORATION AND DILAPIDATION

A deteriorated and sagging roof, damaged exterior building materials, and other exterior damage
characterize this boarded-up structure on Marysville Boulevard.

This boarded-up and deteriorating structure is located at the corner of Rio Linda Boulevard and Roanoke
Avenue. .

FIFTH AMENDMENT
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DETERIORATION AND DILAPIDATION

This building, located at 3725 Marysville Boulevard, has been completely gutted by fire. Instead of
rebuilding, the owner has applied a coat of paint to the exterior of the building.

Next door, at 3721 Marysville Boulevard, this building exhibits chipped paint, broken windows (as
evidenced by duct tape), and damaged exterior building materials.

Katz Hollis

FIFTH AMENDMENT
DEL PASO HEIGHTS REDEVLOPMENT PROJECT PLATE 4

Sacramento Housing and Redevelopment Agency




DETERIORATION AND DILAPIDATION
R‘esidenti_al
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These hoes, located on the 400 block of aes Avenue (top) and the 3900 block of Branch (botto), are
both indicative of the lack of maintenance exhibited by many residential structures in the Del Paso Heights

Project Area.
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Faulty or Inadequate Utilities

Buildings served by electrical or other utilities that are old, constructed inadequately, or
otherwise substandard, are considered faulty or inadequate. Faulty or inadequate utility
systems often serve as an indicator of health and safety issues facing building occupants.
Table II-6 shows the resuits of the field survey. Of the 60 buildings located along the
Marysville Boulevard Corridor, 42 (70 percent) have faulty or inadequate utilities visible
from the street. The most frequently observed fault/inadequacy was exposed wiring.
Faulty wiring often occurs when structures as originaily designed do not provide adequate
electrical capacity or outlets. In an effort to upgrade the electrical system, electrical wiring
is sometimes strung along the exterior of a building (Plate 6).

Defective Design and Physical Construction

Defective design is a condition identified in CRL Section 33031(a)(1) which, like faulty or
inadequate utilities, characterizes buildings in which it is unsafe or unhealthy for persons
to live or work. Characteristics of defective design include inadequate vehicle/pedestrian
access, inadequate setbacks, substandard exterior building material, deficient
light/ventilation and illegal additions.

Table 1I-6 also shows that of the 60 buildings in the Marysville Boulevard Corridor, 14 (23
percent) exhibit signs of defective design. The most often observed design defect was
substandard exterior building materials. Other design defects observed were: faulty
additions; deficient light/ventilation; and inadequate vehicular and pedestrian circulation.

Physical Factors Inhibiting Economic Viability

In total, 11 (18 percent of the total) buildings in the Marysville Boulevard Corridor have a
substandard design characteristic (either inadequate loading facilities, excessive lot
coverage, or unscreened outdoor storage or production). A total of 19 parcels in the
Marysville Boulevard Corridor (over 23 percent) exhibit inadequate parking (refer to Table
11-3).

Substandard Design

Substandard design is identified as a factor that prevents or substantially hinders the
economically viable use or capacity of buildings or lots, under Section 33031(a)(2) of the
CRL. Substandard design includes architecture, site layout problems, and other
deficiencies of the building or property that do not meet the requirements of contemporary
users. Specific conditions of substandard design include outdoor storage or production of
materials, inadequate loading space and excessive lot coverage.

Some of the conditions of substandard design noted along the Marysville Boulevard
Corridor can be attributed to the irregular lot sizes and shapes created by Marysville
Boulevard cutting somewhat diagonally through a normal grid pattern of streets and lots.
Because of its diagonal orientation relative to the existing grid of Del Paso Heights,
Marysville Boulevard created several small, wedge-shaped lots and “islands” of parcels
(such as the Rainbow Market site), the combination of which has led to excessive building
coverage on smaller parcels. The overbuilt sites do not provide for adequate loading
facilities, which is compounded by the lack of rear access to many propetties fronting the
street.

Poor business practices and site conditions have also lead to the condition of outdoor
storage and production being present in the area, especially at the automotive-service
businesses such as tire stores. The storage of material or debris around buildings can
pose a health and safety hazard, but is more frequently an indicator that the building is
inadequate in production and storage space (Plate 7).

Fifth Amendment to the Del Paso Heights Report to City Council
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Table 1I-6

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

BUILDINGS IN WHICH IT IS UNSAFE OR UNHEALTHY FOR PERSONS TO LIVE OR WORK

MARYSVILLE BOUEVARD CORRIDOR

Buildings with
Conditions
of Faulty or

Total
Buildings with One or

Total
Buildings with One or
More Characteristics

of Faulty or

Inadequate Percentage More Conditions Inadequate Utilities
Utilities and Number of of Total of Faulty or and Defective Design
Buildings Buildings Inadequate Utilities as a Percentage
Characteristic In Corridor in Corridor and Defective Design of Total Buildings
I. Faulty or Inadequate Utilities (1)
Exposed Wiring 60 70.00%
Total Faulty or Inadequate Utilities 60 70.00% 42 70.00%
ll. Conditions of Defective Design
Inadequate Pedestrian/Vehicular Access 4 60 6.67%
Substandard Exterior Building Material 6 60 10.00%
Faulty Additions 3 60 5.00%
Inadequate Setbacks 1 60 1.67%
Total Conditions of Defective Design 4 60 23.33% 16 26.67%
TOTAL BUILDINGS IN WHICH IT IS UNSAFE OR UNHEALTHY
FOR PERSONS TO LIVE OR WORK 46 76.67%

Source: Katz Hollis field survey, April 1997

(1) Characteristics of faulty or inadequate utilities and defective design are summarized in total for all

use types in the Project Area (including commercial and industrial uses).
{2) A building may have more than one characteristic of faulty or inadequate utilities and defective design.

Tables_c
7/21/98



a
W,

FAULY OR INADEQUATE UTILITIES

o o ar e TRTEIEEL T S e

These buiidings both exhibit exterior wiring and/or plumbing, indicative of older structures serving a use for
which they are ill-suited.
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Katz Hollis
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SUBSTANDARD DESIGN
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Outdoor storage is evndent at both this machme shop at Rio Linda Boulevard and South Avenue (top) and the
appliance service business on Marysville Boulevard (bottom).
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Inadequate Parking Facilities

Section 33031(a)(2) of the CRL states that a blighted area may also be “characterized” by
the existence of, among other things, inadequate parking facilities. The Marysville
Boulevard Corridor has inadequate parking facilities that contribute to the stagnation of
the area’s development and, more specifically, limit the use and reuse of the Project Area.

The conditions survey indicated that, out of 82 parcels, 19 (23 percent) had either no
parking or the parking facilities were inadequate. There are no public parking lots serving
the 67 tenants in this area--the parking that exists is private, intended to serve only the
use with which it is directly associated. In addition, on-street parking is difficult to use,
given the level of traffic on this four-tane street. The lack of parking discourages patrons
from shopping on Marysville Boulevard and further impairs the commercial viability of the
area. :

Parcels of Irregular Shape and Inadequate Size Under Multiple Ownership

The economic viability of an area is reduced when it contains a large number of lots of
irregular form and shape and of inadequate size for proper usefulness and development.
This situation is commonly the result of historical subdivision and development patterns
as well as shifting economic trends in commercial sectors (i.e., growth or shifts in the
industrial base and/or shifts in the demand for foods and services). Adequate parce! size
and dimension are necessary if land is to be effectively utilized. Certain minimum lot
sizes are required not only for code compliance, but also to make development and
redevelopment attractive to investors. Parcels must be large enough to accommodate
the primary structure, and circulation areas. Parcels not able to meet these conditions
may cause potential investors to acquire adjacent properties or to forego rehabilitation or
development of the property in lieu of an alternative site of adequate size and dimensions.

The Marysville Boulevard Corridor is primarily zoned for commercial use (C-2), with
properties zoned for residential uses (R-2, R-2A and R-3) at the south end, generally
between South Avenue and Arcade Creek. While the City has set 1,500 square feet as a

- minimum lot size for a C-2 zone, this size is not adequate to accommodate the needs of

most contemporary businesses, especially the type that would locate along a heavily
trafficked arterial street such as Marysville Boulevard.

For the purpose of this anaiysis, any commercially zoned parcel that is less than 12,000
square feet is assumed to be inadequate in size. A 12,000-square-foot threshold, roughly
the size of two standard residential lots, was selected as it is generally recognized as the
minimum lot size to accommodate small scale commercial development. To provide a
standard for comparison, the small office building housing the Molina Medical offices and
a dental office, on the corner of Marysville Boulevard and North Avenue, is located on a
18,789-square-foot parcel. Thus, a 12,000-square-foot minimum provides a conservative
basis for counting the inadequately-sized parcels in the Marysville Boulevard Corridor.
Using this criteria, 33 parcels under multiple ownership (40 percent) can be identified as
inadequately-sized along Marysville Boulevard. A more practical measure for appropriate
new commercial site size is the site which has been assembled by the Agency on the
block between Nogales Street and Los Robles Boulevard. This site is approximately
70,000 square feet in size, and will contain 11,000 square feet in retail space, plus a pad
for a fast food restaurant. Using this as the minimum lot size for new commercial
development, there is only one parcel that meets or exceeds this minimum lot size.

In addition to inadequate parcel sizes, the Marysville Boulevard Corridor aiso exhibits
several parcels of irregular shape, that would be difficult to develop if not combined with
other parcels or adjacent right-of-way. The shape of these parcels is indicative of the fact
that Marysville Boulevard does not align with the grid pattern of Del Paso Heights, and its
diagonal orientation cuts through the grid, creating many non-rectangular sites which are

Fifth Amendment to the Del Paso Heights Report to City Council
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difficult and more costly to build on. There are eight parcels along Marysville Boulevard,
or 10 percent of the total, that are irregularly shaped.

Table 1I-3, Summary of Blighting Conditions, indicates that there are 36 out of a total of 82
parcels, or 44 percent of the parcels, that are of inadequate size and/or irregularly shaped
under multiple ownership. These parcels are also identified later in this Report on Map 7.

ii. Economic Blighting Conditions
Impaired Investments

Impaired Investments is one indicator of the economic health and vitality of an area and is
identified under CRL Section 33031(b)(1) as an economic condition that causes blight. A
property's value can significantly depreciate if the property is unsuited for use or
development because of impaired investments. An investment is often impaired because
of one or more constraints to development. The redevelopment potential of the Project
Area continues to suffer from physical constraints that impair the investment potential of
the area. Constraints include problems associated with small parcel sizes which have led
to problems of inadequate parking, substandard design and poor access. Other
constraints include poor traffic circulation and other public improvement deficiencies
(discussed below). These constraints make the Project Area less competitive in
comparison with other surrounding areas, leading to depreciated or stagnant property
values.

One method of measuring impaired investments is to examine the level of building activity
in the area. Building permit activity represents the level of rehabilitation and new
development occurring in an area. Building permits are required for all new construction
as well as major repairs and improvements. The combined valuation of the building
permits represents the scope of the work completed. Because the Project Area is
essentially “built out,” new development should reflect reuse of existing sites or infill of
vacant lots. The total value of reuse or rehabilitation activity can help indicate the
economic health of an existing area as a gauge of measuring existing businesses
expansion and new businesses moving to an area. A decline in the total building permit
valuation for an area is one indication of slow or stagnant development investment and
reinvestment.

Table II-7 presents the valuation for building permit activity and the total number of
building permits issued in the Project Area and the City of Sacramento (including the
Project Area) between 1992 and 1996. Since 1992, there has been a decline in the
number and value of building permits issued for construction or major repairs within the
Project Area. In 1992, 216 building permits were issued, compared to only 202 in 1996, a
decline of 5.5 percent. While the City also experienced a decline in the number of permits
issued, from 11,662 to 11,440, in percentage terms the decline was much less drastic
(1.9 percent).

As the number and value of the permits in the Project Area decreased, so did the
valuation of the construction. While the valuation of building permits was more than $4.3
million in 1992, it dropped to $2.5 million in 1996. The Project Area experienced its
largest decrease in the valuation of construction between 1993 and 1994 when it dropped
by $3.9 million.

The decline in the number and value of the permits issued in the Project Area is of
concern considering that 90 percent of the commercial buildings surveyed are in need of
maintenance and repair, and up to 84 percent of the residential structures have been
noted by various Agency surveys as in need of rehabilitation. With the decrease in the
number and value of building permits issued in the Del Paso Heights area, it is apparent
that there is no foreseeable improvement to the building stock by private sector
investment. It is likely that the number of buildings in need of maintenance will increase

Fifth Amendment to the Del Paso Heights ' Report to City Council
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Del Paso Heights Redevelopment Project
Fifth Amendment
Sacramento Redevelopment Agency

BUILDING PERMIT ACTIVITY

Project Area Citywide

Valuation of Number of Valuation of Number of
Year Construction (1) Permits (2)  Construction (1)  Permits (2)
1992 $4,310,730 216 $251,559,532 11,662
1993 $6,038,660 184 $292,882,496 11,705
1994 $2,161,521 147 $265,733,806 11,978
1995 $2,821,709 211 $206,952,113 12,429
1996 $2,507,696 202 $213,893,490 11,440

Average Annual Rate
of Change -10.5% -3.7%

Source: City of Sacramento Planning & Development Department, Building Inspections Division, 1997

(1) Includes value of new construction and repairs/additions

(2) Inctudes all new construction and repairs/additions permits

TABLES_C.XLS
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just by lack of future investment, which will perpetuate the decline of the Project Area.
Furthermore, the low value of the permits issued indicates that few of the permits were for
new construction. Therefore, without continued Agency assistance, there is little chance
that substandard buildings will be replaced with new construction that will attract
contemporary businesses to the area. Rather, it can be expected that the mix of marginal
retail uses and vacant lots along Marysville Boulevard will persist.

Depreciated or Stagnant Property Values

In order to examine the heaith of the real estate market in the Project Area, trends in
assessed property values (includes secured property values of land and buiiding
improvements and excludes personal property and fixtures) for fiscal years 1992-93,
1993-94, 1994-95, 1995-96, and 1996-37 were analyzed. Assessed values in the City of
Sacramento and the County of Sacramento as a whole are provided as a measure of
comparison.

Generally, increases in assessed values reflect a change of ownership at prices higher
than those originally paid. This typically occurs as land prices increase. In most cases,
the greater the demand for property, the greater the increase in assessed values.
Increases in assessed values also indicate reinvestment in property, such as expansion,
remodeling, or new construction. When assessed values are increasing within an area at
a comparable rate to surrounding areas and the region, it is often an indicator of a healthy
local economy. Conversely, if assessed values are declining while surrounding areas are
stable or increasing, or are declining at a rate greater than the surrounding areas and
region, the local economy is likely to be in a state of economic stagnation or decline.

The data presented in Table (-8 indicates that over the four-year period from 1992-83 to
1996-97, secured real property values in the Project Area fluctuated up and down, but
increased overall at an average annual rate of just .3 percent, compared to a .8 percent
annual increase Citywide and a 1.7 percent annual increase Countywide. While all of the
numbers for each area are weak, the difference is an indicator that current economic
conditions are weakest in Del Paso Heights and investment in the area is impaired. From
1992-93 to 1996-97 overall values in the Project Area moved from $125.7 million to
$127.3 million, an increase of only 1.2 percent. During this same period of time, Citywide
values rose from $15.4 billion to $15.9 billion, an increase of approximately three percent
while Countywide values increased from $46.2 billion to $49.5 billion, an increase of over
seven percent.

Vacant Lots, Buildings, and Tenant Spaces

Vacancies are an important indicator of impaired investments in that they are an
indication that the private sector is unable or unwilling to invest in the Project Area. In
addition, vacant lots and buildings contribute to a neighborhood's deteriorated
appearance and attract crime. Of the 82 parcels in the Marysville Boulevard Corridor, 18
(22 percent) are vacant (Table I-9). Two of the vacant lots are shown on Plate 8. in the
residential neighborhoods, there are 468 vacant parcels (15 percent) indicated on the
1996-97 Sacramento County Assessor's Tax Roll. This is a relatively large number of
parcels given that the Project Area has been developed for over 50 years.

There is also a large number of vacant buildings in the Project Area, both residential and
commercial. Along Marysville Boulevard alone, there are eight vacant commercial
buildings, or 22 percent of the total. Many of these buildings will require a large amount of
rehabilitation and remodeling, making their occupancy infeasible for most businesses.

In addition to the vacant commercial buildings along Marysville Boulevard, there are
numerous vacant residential structures scattered throughout the Project Area. In fact, of
the 1961 single-family residential structures in the Project Area, 62, or 3.2 percent, were
identified as abandoned and boarded-up in a field survey conducted in October 1996 by

Fifth Amendment to the Del Paso Heights Report to City Council
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Table II-8

Del Paso Heights Redevelopment Project

Fifth Amendment

Sacramento Redevelopment Agency

TOTAL SECURED ASSESSED PROPERTY VALUES

DEL PASO HEIGHTS REDEVELOPMENT PROJECT, CITY OF SACRAMENTO AND COUNTY OF SACRAMENTO

FISCAL YEARS 1992-93 TO 1996-97

Del Paso Heights

City of Sacramento

County of Sacramento

Percent Percent Percent
Fiscal Year Value Change Value Change Value Change
1992-93 125,751,525 n/a 15,397,362,611 n/a 46,222,654,479 n/a
1993-94 126,468,841 0.57% 15,782,632,398 2.50% 47,555,605,609 2.88%
1994-95 131,063,841 3.63% 15,839,728,943 1.00% 48,763,249,535 2.54%
1995-96 125,259,002 -4.43% 15,868,422,809 -0.45% 49,112,598.,561 0.72%
1996-97 127.269.616 1.61% 15.874.469,866 0.04% 498,513.855,345 0.82%
TOTAL (1) $1,518,091 1.21% $477,107,255 3.10% $3,291,200,866 7.12%
Average Annual Growth 0.30% 0.77% 1.73%

Source: County of Sacramento.

(1) Total reflects change in assessed values from 1992-93 to 1996-97.

TABLES_C.XLS
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Table 11-9

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

VACANCIES
MARYSVILLE BOULEVARD CORRIDOR
Total Percentage of
Buildings, Total
Tenant Spaces Buildings,
Number of or Parcels Tenant Spaces
Type Vacancies by Type or Parcels
| Vacant Buildings
Commercial 8 37 21.62%
TOTAL VACANT COMMERCIAL BUILDINGS 8 37 21.62%
ll Vacant Tenant Space (1) (
Commercial Office 0 4 0.00%
Commercial Retail 7 38 18.42%
TOTAL VACANT COMMERCIAL TENANT SPACES 7 42 16.67%
Il TOTAL VACANT LOTS 18 82 21.95%

Source: Katz Hollis field survey, April 1997

(1) A vacant building is counted as a vacant tenant space and is included in the count of totat tenant spaces.

TABLES_C.XLS
7/18/97



VACANT LOTS

Parcels which fail to

Marysville Boulevard

redevelop by market forces alone, such as these parcels on Marysville Boulevard, are
indicative of a declining area.

Katz Hollis

FIFTH AMENDMENT
DEL PASO HEIGHTS REDEVLOPMENT PROJECT

Sacramento Housing and Redevelopment Agency

PLATE 8
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Agency staff. Many of these boarded-up homes have been abandoned by the owners or
foreclosed upon by the lender due to mortgage defaults. As shown in Plate 9, most of
these structures are not maintained and quickly become contributors to blighting
conditions in the area.

The locations of vacant lots, commercial buildings, and residential structures are
illustrated on Map 3.

Lack of Necessary Commercial Facilities Including Grocery Stores, Drug Stores
and Banks and Other Lending Institutions

The CRL identifies the lack of necessary commercial facilities as a blighting condition.
The Marysville Boulevard Corridor is convenient to the greater Del Paso Heights Project
Area. While there are two medium size, locaily-operated markets along the street, there
are no major chain supermarkets, drug stores, banks or other lending institutions that
provide basic services to the residents of Del Paso Heights within the Project Area.

Although there are the above-mentioned markets in the Project Area, there are no larger
grocery stores, drug stores, or banks located in or at a convenient distance from the
Project Area. While the nearest larger grocery store (Save Max) is located in the
Petrovitch Shopping Center on Norwood Avenue, one block from the northern boundary
of the Project Area, it is located on the other side of Interstate 80, and not very accessible
to most Project Area residents. Not only is this inconvenient for Project Area residents,
but they also pay higher prices when they shop at the smaller local stores. The nearest
banks (Wells Fargo Bank and Bank of America) are outside of the Project Area along Del
Paso Boulevard, 2-3 miles south of the southern boundary. The nearest drugstore
(Payless Drugs) is located in the same general area.

The lack of necessary commercial facilities creates a burden on community residents, as
they must travel to neighboring communities for basic goods and services and it results in
a loss of revenues as retail sales tax dollars are spent in neighboring areas.

Overcrowding

Project Area residents are more likely to live in overcrowded and severely overcrowded
housing than other Sacramento City and County residents. While slightly more
Sacramento County residents live in severely overcrowded housing, the number of
Project Area residents in severely overcrowded housing increased at a rate higher than
the County, and if trends continue will surpass the County. The census tracts that
comprise the majority of the residential component of the Project Area on which this
analysis is based, are identified on Map 4.

Data from the 1990 US Census shows the existence of overcrowding conditions in the
Del Paso Heights Project Area. Overcrowding conditions are reflective of the health and
responsiveness of the housing market and indicative of the social well-being of an area’s
residents. Overcrowded housing usually means households are doubling up because of
a lack of affordable and available, suitable housing units. The number of persons per
room is an indicator of overcrowding conditions. The U.S. Census reports overcrowding
according to the basic unit standard used by the US Department of Housing and Urban
Development (“HUD") which is more than one person per room within a unit. More
specifically, ideal housing is 1.00 persons per room or less, overcrowded housing is 1.01-
1.50 persons per room, and severely overcrowded housing is 1.5+ persons per room.
Table 11-10 presents living conditions as defined by HUD for the Project Area, the City of
Sacramento, and the County of Sacramento. The table shows that the number of
persons in ideal conditions in the Project Area was much fess than in both the City and
the County. While the City and the County had 91.5 and 93.7 percent of all househoids in
the “ideal” category, the Project Area had only 81.4 percent.

Fifth Amendment to the Del Paso Heights Report to City Council
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VACANT BUILDINGS
Boarded-up Houses

Boarded-up houses. which have been vacated pimarily due to mortgage foreclosures, are preval'én‘tw
throughout the Del Paso Heights Area, and contribute to the declining appearance of the area.

Katz Hollis

FIFTH AMENDMENT
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Table ii-10

Del Paso Heights Redevelopment Project
Fifth Amendment

Sacramento Redevelopment Agency

RESIDENTIAL OVERCROWING

Del Paso Heights (1)

City of Sacramento (2)

County of Sacramento

Persons Per Room

1.00 or Less (ldeal)
1.01 - 1.5 (Overcrowded)
1.51 or more (Severely Overcrowded)

Total Households

Source: United States Census Bureau, 1990

(1) Includes Census Tracts 65, 66, and 67.02
(2} Includes the Del Paso Heights Project Area

TABLES_C.XLS
7/18/97

1990 % of total 1990 % of total 1990 % of total
3,992 81.4% 132,109 91.5% 369,815 93.7%
476 9.7% 6,179 4.3% 13,664 3.5%
438 . 8.9% 6.156 4.3% 11,051 2.8%
T 4906 T 144444 T 394,530



Proportionately, the Project area had roughly twice as many overcrowded units as the
City, and three times as many as the County. Project Area-wide, almost 19% of ail
households experienced overcrowding, while only nine percent of City households and six
percent of the County households evidenced these conditions.

High Crime Rate That Constitutes a Serious Threat to the Public Safety and Welfare

According to the CRL., “a high crime rate that constitutes a serious threat to the public
safety and welfare” is a condition of economic blight. Crime has been an ongoing
problem in the Project Area. One of the objectives of the Implementation Plan for this
area is to work closely with the Sacramento Police Department to address public safety
concerns.

Plate 10 shows indicators of crime problems in the Project Area. The top photograph
shows graffiti on the wall of a business, and the bottom photograph shows Norm's
Liquors, a site with a notorious history of criminal activity, including loitering, drug dealing,
robberies, assaults, shootings, and homicides.

Norm’s Liquors, located at the northwest corner of Roanoke Avenue and Marysville
Boulevard, has long been a magnet for criminal activity in the Project Area. In 1991
alone, the Sacramento Police Department could link 1400 calls for response directly to
activities at the site. In April of 1993 the community’s outrage reached a zenith when a
local Little League coach was killed at Grant High School (directly behind the store) by a
stray bullet fired in a gunfight behind the store. In July 1993, the store was gutted by a
suspected arson. In September 1993, the Agency placed concrete barriers and erected
an iron fence behind the store to block access from Roanoke to Baisam Cour, the street
behind the store where much of the crime and drug dealing took place. Although the
owner at the time of the fire received offers from the Agency to purchase the property and
the business, the owner refused to sell to the Agency, and sold instead to another private
party in 1996. The new owner and his wife were arrested in November 1996 for allegedly
purchasing stolen alcohol and cigarettes from undercover officers. The state bureau of
Alcoholic Beverage Control is expected to allow the liquor license to expire and deny
renewal at this location.

The most telling crime statistics that illustrate the prevalence of crime in the Del Paso
Heights Area are the reported crime figures for EDP District 0515, which includes Norm's
Liquors and Grant High Schoot (Map 5). This small area, roughly the size of 15 blocks,
accounted for over 665 serious reported crimes in the period between 1993 and 1996
(Table I-11). This included five homicides, 54 robberies, 180 assaults, and over 100
narcotics related offenses. Although this area is only about 100 acres in size, compared
to 61,440 acres for the City (.16 percent of total City land area), it accounted for .4 percent
of City crime, or 2.5 times more than expected for an area of a similar size. Also, for
some types of crimes, such as robberies and assaults, the area had a much higher
proportion of incidents. Amazingly, this small area accounted for 1 out of every 100
assaults in the City of Sacramento during this four-year period.

Criminal activity in Del Paso Heights continues to greatly impact the community, raising
the costs of doing business and creating a negative perception of the area to outsiders.
The impacts of crime in the area are so prevalent that even the construction of a police
department sub-station has done little to alter the perception of the area.

jii. Public Improvements Deficiencies

The Del Paso Heights Project Area was originally adopted under “old” blight definitions,
which allowed a project to be determined blighted with the sole condition of the existence
of inadequate public improvements, public facilities, open spaces, and utilities which
cannot be remedied by private or governmental action without redevelopment. At the

Fifth Amendment to the Del Paso Heights Report to.City Council
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Norm's Liquors, at the corner of Marysville Boulevard and Roanoke Avenue, has historically been the
focal point of criminat activity in Del Paso Heights, including homicides, assaults, and drug dealing.
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Table 11-11

Del Paso Heights Redevelopment Project

Fifth Amendment

Sacramento Redevelopment Agency

TOTAL REPORTED SERIOUS CRIMES - EDP 0515(1)

Rape

Robbery

Assauilt

Auto theft
Residential Burglary
Commercial Burgiary

Acreage

Citywide EDP 0515
Total Crimes Total Crimes

EDP 0515 as

EDP 0515 Crime Rate as
Proportion of Citywide

Source: City of Sacramento Police Department, 1997

(1) EDP: Geographic unit used by Sacramento PD to track crime statistics
(2) The number given is the relative amount of crime in the area vs. Citywide
(i.e. 4.3 times more robberies in EDP 0515 than the City)

TABLES_C.XLS
7/18/97

(1993-96) (1993-96) % of City Crime/Acre (2)
664 4 0.60% 3.9
8,036 54 0.67% 43
16,736 180 1.08% 7.0
31,345 - 30 0.10% 0.6
23,191 23 0.10% 0.6
8,097 54 0.67% 4.3
88,069 345 0.39% 2.5
61,440 95 0.15%
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time of Project adoption there was a need for extensive public improvements in the
Project Area.

While many of these improvements have been provided in the Project, there are still
portions of the Project Area in need of upgrading, while other areas need infrastructure to
open up land-locked property for development.

Public improvements deficiencies in the Project Area are greatest in the Del Paso Nuevo
area, bounded generally by South Avenue, Norwood Avenue, Fairbanks Avenue, and
Altos Avenue (Plate 11). This area is slated for complete infrastructure replacement and
replanning as part of an effort funded by both grants and a loan from the US Department
of Housing and Urban Development. The debt service on this below-market loan will be
repaid by developers from the proceeds of housing developments which will occur in this
area as part of its redevelopment. However, the role of the Agency and the tax increment
from this area will be a crucial part of the financing puzzle, as these funds will be used to
fill the gap in the debt service payments that will not be covered by the sale of the housing
units alone.

Other remaining infrastructure needs in the Project Area include more community
facilities, such as a job training & youth center, and additional child care facilities. Also,
Marysville Boulevard is in need of additional parking, improved landscaping, and new
lighting in order to make the street easier and safer to use. The Agency plans to assist
these types of remaining public improvements deficiencies over the extended life of the
Project Area.

b. Portions of the Project Area that are No Longer Blighted

Although the Sacramento Redevelopment Agency has accomplished much within the
Project Area, the area is simply too large, and its problems too pervasive, to claim that
redevelopment has been completely accomplished. In fact, although the extensive
infrastructure improvements that were installed in the 1970's and 1980’s have “set the
stage” for further redevelopment, there is still much to do. For this reason, it is difficult to
assess any one portion of the Project Area as no longer blighted. While much of this
Report focused on conditions specific to Marysville Boulevard, certain conditions, such as
crime and stagnant assessed values, affect most, if not all, of the Project Area.
Additionally, many of the conditions, such as deterioration/dilapidation or vacant
residential structures appear to be occurring uniformly over large areas, further indicating
the pervasiveness of such conditions.

D. SUMMARY OF CONDITIONS THAT COMBINED CAUSE A LACK OF PROPER
UTILIZATION OF THE PROJECT AREA TO SUCH AN EXTENT THAT IT
CONSTITUTES A SERIOUS PHYSICAL AND ECONOMIC BURDEN ON THE
COMMUNITY WHICH CANNOT REASONABLY BE EXPECTED TO BE
REVERSED OR ALLEVIATED BY PRIVATE ENTERPRISE OR GOVERNMENTAL
ACTION, OR BOTH, WITHOUT REDEVELOPMENT

Under Section 33030(b) of the CRL, a blighted area is defined as an area that contains
one or more of each of the enumerated physical and economic conditions, which
conditions combined are so prevalent and substantial that it causes a reduction of, or fack
of, proper utilization of the area to such an extent that it constitutes a serious physical and
economic burden on the community which cannot reasonably be reversed or alleviated by
private enterprise or governmental action, or both, without redevelopment. This section of
the Report summarizes the remaining physical and economic blighting conditions
described in detail above and describes the burden on the community which cannot be
alleviated without continued redevelopment.

Fifth Amendment to the Del Paso Heights Report to City Council -
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PUBLIC IMPROVEMENT DEFICIENCIES

Althogh most of the infrastructure in the area has been upraded, the Del Paso Nuevo area still exhibits
inadequate streets and has no sidewalks, gutters, or storm drainage.
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1. Physical and Economic Burden on the Community

The remaining physical conditions in the Project Area that cause blight include:
deterioration and dilapidation; defective design; faulty or inadequate utilities; substandard
design; and subdivided lots of irreguiar form and shape and inadequate size for proper
usefulness and development that are under multiple ownership. The remaining economic
conditions in the Project Area that cause blight inciude: impaired investments, vacant
building and lots, overcrowding, lack of necessary commercial facilities, and crime. The
prevatence of these conditions is briefly summarized below and illustrated on Map 6 for
the Project Area as a whole and Map 7 for the Marysville Boulevard Corridor,

Physical blighting conditions (i.e., deterioration and dilapidation; defective design, faulty or
inadequate utilities), lead to health and safety problems that are not being aileviated by
the private sector or local government without redevelopment. The negative appearance
caused by these blighting conditions discourages investment and perpetuates the blighted
conditions in the Project Area. Conditions of defective design and fauity or inadequate
utilities in the Project Area were often noted in alterations such as additions to structures,
which appear not to have been constructed to code. In addition, issues of substandard
design, particularly inadequate parking, continue to contribute to the lack of economic
viability for businesses along the Marysville Boulevard Corridor.

Defects in design or physical construction and faulty or inadequate utilities often represent
safety hazards. The costs associated with defective design and faulty utilities may range
from a liability resulting from a safety hazard to a lost opportunity. A lost opportunity may
occur when a potential buyer purchases another property comparable in all other aspects
except for the defect instead of purchasing a property within the Project Area. Defective
design and faulty utilities also indicate the unwillingness or inability of property owners to
invest in their properties. Overall, 76 percent of the 60 structures surveyed within the
Marysville Boulevard Corridor evidence characteristics of defective design or faulty
utilities. Building deficiencies represent large costs that would likely be passed on to the
private sector, thereby discouraging private sector investment.

Substandard, obsolete structures represent a burden to the community, since they're
difficult to lease or sell, may generate little or no property taxes, and in some instances
may have the potential to be environmentally unsafe.

A lack of parking continues to be prevalent throughout the Marysville Boulevard Corridor.
This condition means that properties become economically undesirable because the use
of the building or lot becomes limited. A lack of parking for existing properties often
results in haphazard parking accommodations and an overflow of parking onto
surrounding streets and neighboring properties.

A number of lots are smaller than standard sizes for typical commercial or industrial
developments, which limits the use of these properties. These properties are also under
a number of different ownerships, which poses difficulties and risks to private investors,
including existing owners who may wish to assemble parcels for new development.
Because of the small lot sizes, and multiple ownership, new development continues to be
nearly impossible without Agency assistance to assemble parcels.

The burden on the community caused by the adverse economic conditions in the Project
Area is two-fold. First, there is a financial burden imposed upon businesses and property
owners as a result of poor market conditions in the area. Second is the lower quality of
life for residents in and around the Project Area due to overcrowded housing and crime.

The financial burden on businesses and property owners in the Project Area is
exemplified by depreciated and stagnant property sales prices, abnormally low lease
rates, and depressed retaii sales tax revenues. Together, these factors create an

Fiﬁh Amendment to the Del Paso Heights Report to City Council
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unstable business environment which has adverse economic consequences for both
private enterprise and the City in terms of income and business tax revenues.

The quality of life is sometimes more difficult to precisely measure but is no less important
to the economic health and vitality of an area. In the case of the Project Area.
overcrowding conditions in the housing stock continue to adversely affect both residents
and property owners. Overcrowded housing is often more expensive to maintain and is
generally considered an unhealthful condition in which to live. Crime is a major factor
which continues to affect the quality of life of those living and working both within and
adjacent to the Project Area. Crime in the Project Area has been a burden on the
community and a threat to the public safety of residents, businesses and patrons of the
area. It is important to note that a high incidence of crime, particularly those crimes that
impact commercial properties such as burglary and theft, continues to threaten the
economic vitality of businesses in the Project Area. As mentioned previously, businesses
located in high crime areas tend to sustain additional costs of operations, including
increased insurance and other costs as a result of stolen merchandise and property
damage. Public perception of a crime problem in these areas also discourages
patronage.

These physical and economic conditions combined are substantial and prevaient
throughout the Marysville Boulevard Corridor and, because of the reasons stated above,
continue to cause a reduction of, or lack of, proper utilization of the area to such an extent
that it constitutes a serious physical and economic burden on the community.

2. Conditions Which Cannot Reasonably be Expected to be Reversed or
Alleviated by Private Enterprise or Governmental Action, or Both,
Without Redevelopment

The conditions described above cannot reasonably be expected to be reversed or
alieviated by private enterprise or governmental action, or both, without redevelopment
because there continues to be little or no incentive for the private sector to invest in the
area. In fact, the need for redevelopment is due to the continuing physical and economic
conditions in the Project Area which are a result of limited or declining private and public
investment and reinvestment.

Private development from existing owners as well as outside developers has been
hindered by the risks associated with investment in a blighted area. In analyzing potential
sites for development, the private sector reviews the costs and issues attendant to each
site in relation to the potential revenues from the site. Blighted areas will almost always
have higher costs and more significant risk factors than non-blighted areas.
Governmental actions cannct address all the conditions that cause blight in the Project
Area or reduce the risks and impediments to developers of the Project Area single-
handedly or in conjunction with private enterprise without redevelopment. In the absence
of some form of major public assistance, private sector investment in blighted areas is
minimal. Alternative areas that are not blighted offer better and safer investment
opportunities. Therefore, without major public intervention, the large-scale effort needed
to redevelop and reverse the conditions in the area wouid not and cannot occur. The
extensive programs and costs in governmental intervention cannot be provided or
sustained by any one source or program available on an on-going basis except
redevelopment. This is explored in more detail in Part IV of this Report.

Parts Ill and IV of this Report identify the programs and costs that continue to be needed
to alleviate the conditions that cause blight found in the Project Area. As stated in Part IV
Section B.3.a., “Reasons for Continuing to Include Tax Increment Financing in the
Redevelopment Plan,” these programs cannot be undertaken solely by private enterprise
or by the local government other than through redevelopment financed by tax increment
revenue. The use of tax increment financing is necessary to cover portions of the
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extensive program costs that have been and will continue to be incurred in implementing
the redevelopment program, and land acquisition to create developable sites.
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PART Il

DESCRIPTION OF SPECIFIC PROJECTS PROPOSED TO BE CONTINUED
BY AGENCY IN PROJECT AREA, AND DESCRIPTION OF HOW PROPOSED
PROJECTS WILL IMPROVE OR ALLEVIATE CONDITIONS REMAINING IN
THE PROJECT AREA

As described in detail in Part Il of this Report, the Project Area continues to suffer from
certain problems which cannot be remedied by private enterprise acting alone. The
area’s probiems center around a number of physical issues, including: serious building
code violations, buildings characterized by deterioration; defective design or physical
construction; faulty utilities; substandard design; inadequate parking facilities; and
irregularly/inadequately-sized parcels. The area's problems also center around a number
of economic issues, including: vacant lots and vacant buildings, depreciated or stagnant
property values; impaired investments; a lack of necessary commercial facilities;
residential overcrowding; and a high crime rate. Project Area conditions are also affected
by public improvement deficiencies. In order to remove remaining blighting conditions
and facilitate economic revitalization, the following programs will continue to be
implemented in the Project Area.

A. GENERAL REDEVELOPMENT ACTIONS

The Amended and Restated Redevelopment Plan for the Del Paso Heights
Redevelopment Project (as contained in the proposed Fifth Amendment) identifies the
redevelopment implementation mechanisms available to the Agency to eliminate and
prevent the spread of remaining blight and blighting influences. The central purpose of a
redevelopment project is the elimination of blighting conditions and the overall
revitalization of the area. To accomplish this purpose in the Project Area, the
redevelopment projects, programs and activities contemplated under the Redevelopment
Plan include: 1) property owner, tenant and business owner participation; 2) construction,
reconstruction, and installation of public improvements and facilities; 3) demolition,
clearance, and site preparation for the construction of buildings and public improvements;
4) relocation assistance; 5) construction and enhancement of low and moderate income
housing; 6) property acquisition; 7) property disposition; 8) public and private cooperation;
9) establishment of restrictions and enforcement programs; and 10) other actions as
appropriate.

The foregoing projects, programs and activities of the Agency have been occurring and
include projects and programs identified in the Agency's Implementation Plan for the
Project Area. The Implementation Plan, which was adopted in November 1994 and
implemented over a five-year period, will remain consistent with the projects, programs
and activities discussed below. However, since the Implementation Plan covers only the
first three years of this Report, additional activities within each of the programs have been
included and will be implemented in later years of the Amended and Restated
Redevelopment Plan.

B. SPECIFIC REDEVELOPMENT PROJECTS, PROGRAMS AND ACTIVITIES

The general redevelopment mechanisms available to the Agency will continue to be used
to implement the specific programs and projects administered by the Agency, as
described below. Even though the proposed projects, programs and activities are
preliminary with respect to the exact sequence and timing of activities, the emphasis and
major components of the activities represent the Agency's intent as to its involvement in
the ongoing revitalization of the Project Area. The allocation of resources to accomplish
the goals and objectives of the Amended and Restated Redevelopment Plan will occur on
an annuai basis.

The overall intent of the Agency’s program is the removal of the remaining blight and
blighting influences identified in Part 1l in order to benefit the occupants of the area and to
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accomplish the integration of the area into the overall economic fabric of the City of
Sacramento. It is believed that this betterment and integration will be realized when
sufficient private investment and reinvestment occurs, and when the provision of ancillary,
regional and community-based services in the area is fully realized.

in order to accomplish this goal, the Agency will continue to implement a number of
activities, programs and projects that are specifically intended to eliminate those
remaining blighting conditions identified in Part Il and to prevent their recurrence. The
programs proposed by the Agency to address the Project Area’s problems and needs
include: a Development Assistance Program; a Rehabilitation Program; a Public
Improvements Program; and a Housing Program. :

1. Development Assistance Program

As described in Part Il of this Report, the Project Area continues to sufter from a variety of
physical and economic blighting conditions. Through this program, the Agency intends to
rehabilitate and where necessary eliminate the most blighted structures and promote new
economic activity, primarily along Marysville Boulevard and Norwood Avenue.

The Agency will continue to encourage industrial and commercial development within the
Project Area by providing incentives to encourage businesses to locate in the Project
Area. As part of this program, the Agency enters into agreements with developers or
property owners which call for the redevelopment of developed sites or new development
of vacant sites in the Project Area. In order to engender such development activity on
these sites, the Agency assists with fand assembly, site preparation, offsite improvements
and provides relocation assistance to existing property owners and tenants. The Agency
also assists new development activity in the Project Area by providing low interest or
deferred payment loans. The recruitment and retention of existing businesses is also a
part of this program. Programs have included or may include: business outreach
programs, promotional programs for businesses, assistance to spur a business
incubation program, and other programs of this nature.

The Agency has provided assistance through this program to the development of Phases
I and Il of the Norwood/I-80 business park development. Phase | of the business park is
partially completed and Phase Il is now underway. Agency assistance has come in the
form of financial assistance for the installation of infrastructure. It is anticipated that
additional Agency assistance will be required for the recruitment of additional new users
to the business park through the Development Assistance Program.

As discussed in Part Il of this Report, the Agency has received an Economic
Development Assistance grant and Section 108 loan funds from HUD to assist in the
development of the Del Paso Nuevo project. The project will consist of a 150-acre
master-planned residential community. The grant and loan funds will be utilized to install
infrastructure and provide gap financing on the first 300 homes to be built. Repayment of
the Section 108 loan funds will come from both the sale of housing units and from the
future tax increment from development of the housing units. It has been assumed that
the Agency obligation to repay the Section 108 loan funds will come from both
discretionary tax increment as part of the Development Assistance Program as well as
housing set-aside funds used to finance the Housing Program.

2. Rehabilitation Program

This program is designed to eliminate blighting conditions resulting from defective design,
deterioration and dilapidation. The program encourages existing property owners/
businesses to substantially upgrade deteriorated storefronts, correct code violations, and
renovate the interiors of stores in order to upgrade the appearance of commercial
properties. This program provides deferred payment and low interest loans to property
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owners in the Project Area for these types of upgrades. Expenses are also reimbursed to
business property owners and tenants for facade improvements.

3. Public Improvements Program

Part Il of this Report identified inadequate parking facilities along Marysville Boulevard as
a contributor to the stagnation in the Project Area. There are several vacant lots on
Marysville Boulevard which could function as public parking places serving nearby
businesses. The Agency intends to assist in the provision of adequate parking in the
Project Area. In addition, landscaping improvements and the installation of street lights
are planned in order to upgrade the appearance of Marysville Boulevard

The Project Area is also in need of the instailation of a variety of public facilities. In
conjunction with the development of the Del Paso Nuevo project, the Agency may assist
in the construction of one or more child care centers for use by low and moderate income
households. The Agency may also assist with the creation of a youth center/job training
center in the Project Area. |t is currently anticipated that the youth/job training center
would be constructed in one of the more blighted areas along Marysville Boulevard,
thereby assisting in the elimination of deteriorated and dilapidated buildings.

4. Housing Program

The Agency’s Housing Program includes both a rehabilitation component and assistance
for new housing construction designed to increase and preserve the supply of low and
moderate income housing.

The Agency's rehabilitation loan program focuses on preserving existing housing. Loans
are available both for units housing low-income households (80 percent of area median
income) and those housing very low-income (50 percent of median income) households.
Typical repairs that can be made with these loans include: roof repair or replacement;
new plumbing; replacement of water heaters, heating and air conditioning systems; repair
of termite and pest damage; and interior or exterior painting of the units. General property
improvement such as new appliances and carpeting may be permitted, if accompanied by
all structural repairs necessary to bring the unit(s) to community standards.

The Agency also participates in the rehabilitation of vacant and boarded homes in the
Project Area. The rehabilitation of such units can follow a self help model in which the
future owners assist in the actual rehabilitation of the units. The Agency has also utilized
the services of individuals who receive job training in all aspects of residential
construction as part of the rehabilitation effort.

The Agency also assists in the construction of new housing. The Del Paso Nuevo project
discussed above is one example of such a project. It is also expected that the Agency will
assist in other new housing construction projects on infill sites in the future. The use of
the self help model or the construction of units in conjunction with the job training program
described above may also occur as part of this element of the housing program.

Other housing programs inciude: the First-Time Homebuyer program designed to
encourage home ownership and the Reaching New Heights program, in which paint is
provided to property owners to assist in maintaining their properties.

5. Other Redevelopment Activities

Other redevelopment activiies may be necessary to eliminate blighting conditions,
facilitate rehabilitation and development or to otherwise carry out the Agency's purposes
in the Project Area. In addition, the Agency will continue to have various administrative
and operational requirements associated with carrying out the above programs and
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activities. These will include program staff, conducting planning and other studies, and
securing legal and other technical assistance.

C. DESCRIPTION OF HOW PROPOSED PROJECTS WILL IMPROVE OR
ALLEVIATE REMAINING BLIGHTING CONDITIONS IN THE PROJECT AREA

In addition to facilitating expansion and development of new businesses, the Agency’s
Development Assistance Program directly confronts many of the physical and economic
blighting conditions remaining in the Project Area. The negative effect of buildings
suffering from deterioration and obsolescence can continue to be removed and vacant
and underutilized lots and buildings can continue to be replaced with, or rehabilitated to
house, more productive commercial or industrial development. New businesses have
created and will continue to create new jobs and increase economic activity in the Project
Area. In addition, the use of a business attraction and retention program assists in
alleviating such economic blighting characteristics as stagnant land values.

The Rehabilitation Program enables existing business owners to upgrade their properties
not only to eliminate structural problems stemming from deterioration but also to expand
and/or modernize their facilities so that they are no longer obsolete and can effectively
compete in the commercial marketplace. Rehabilitation of commercial structures
improves the image and appearance of the area to attract new businesses and private
investment to the Project Area.

Parking improvements will improve traffic circulation by taking vehicles off the streets and
eliminating the need to drive around looking for scarce on-street parking spaces. These
improvements will also enhance the competitiveness of the businesses they serve. The
construction of child care centers and a youth/job training center will eliminate the lack of
public facilities available to assist the residents of the Project Area. It is also anticipated
that the youth/job training center will be located on one of the most blighted sections of
the Project Area and that the Agency, through its land assembly program, will remove
some of the most deteriorated structures in the Project Area. A focused public
improvement program represents a tangible expression of the Agency’s/City's continuing
interest in making the Project Area a better place to live, work and conduct business,
creating an environment where property owners, businesses and outside developers have
the incentive to make long range plans and the commitment to carry them out.

It is a major goal of the Agency to increase, improve and preserve the supply of affordable
housing in the Project Area and the City of Sacramento. The Housing Program promotes
this goal through rehabilitation, new construction, and low interest funding of housing
projects. Development of new and rehabilitation of existing housing units will substantially
enhance the economic vitality of the Project Area and the City of Sacramento.
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PART IV.

PROPOSED METHOD OF FINANCING REDEVELOPMENT OF THE
AMENDED PROJECT, INCLUDING ASSESSMENT OF CONTINUED
ECONOMIC FEASIBILITY OF AMENDED PROJECT AND REASONS FOR
CONTINUING TO INCLUDE TAX INCREMENT FINANCING

The Agency proposes that the redevelopment process continue to be used, to the
greatest extent possible, to alleviate remaining problems in the Project Area, which are
described in detail in Part il of this Report, in order to provide a proper environment for
revitalization to continue to occur. Such activities will facilitate and enable the economic
revitalization of the Project Area, and will benefit the City of Sacramento as a whole. This
Part IV will briefly describe and provide aggregate cost estimates for the activities
described in Part 11l of this Report which, along with ancillary activities such as Project
administration, constitute the redevelopment program proposed to be continued by the
Agency to alleviate remaining blighting conditions. The potential resources and methods
of financing that are available to the Agency will be discussed and the amended Project’s
continuing economic feasibility will be demonstrated.

This Part IV analyzes the Project Area financing in two ways for separate purposes. First,
the total costs attributable to the various elements of the continued redevelopment
program are aggregated in current 1998 dollars, as shown in Table 1V-1. This analysis of
costs is then used as the basis for establishing new bonded indebtedness and tax
increment limits for the Project Area, as shown in Table IV-2. To determine if the Project
is financially feasible, total Project costs could be compared to total estimated tax
increment revenues. This approach to financial feasibility, however, is a limited portrayal
because it cannot identify annual revenue shortfalls that could potentially cripple program
implementation, nor does it show whether the continued program of redevelopment is
feasible given the extended time limits for incurring and repaying debt and undertaking
program activities as contemplated under the Fifth Amendment. Thus, as shown on the
Cash Flow Summary (Table 1V-5), the costs identified in Table V-1 (as adjusted for
inflation) are compared to resources over time on a cash flow basis to demonstrate
financial feasibility.

The cash flow represents only one possible portrayal of the implementation of the
amended Project over its extended term and does not allow for unforeseen events, such
as higher than anticipated inflation or bond interest rates substantially in excess of current
rates. Therefore, to be prudent, the Project's bonded indebtedness and tax increment
limits are established by the “snapshot” method shown in Table V-2, with contingencies
taken into account.

A. ESTIMATED COSTS OF THE CONTINUED REDEVELOPMENT PROGRAM

Part 1l of this Report discussed the activities, programs, and projects that make up the
Agency’'s continued redevelopment program and how that redevelopment program will
improve or alleviate blighting conditions remaining in the Project Area. This section -
summarizes the estimated costs of the continued redevelopment program.

The total cost estimates, as shown below for the categories of Agency involvement in the
revitalization of the Project Area, are shown in 1998 dollars. These amounts have been
adjusted for inflation and included in the Cash Flow Summary of the Project Area's
financial feasibility discussed above and described more fully below.

Table IV-1 shows the total estimated Project Area costs to complete the Agency's
continued redevelopment program, any offsets to program costs, and the portion of those
costs proposed for Project Area funding. The offsets to program costs shown on the
table are revenues dedicated to the Project Area which would come from sources other
than the Agency's tax increment revenues. Estimated program costs and offsets to those
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" Table IV-1
- Sacramento Housing and Redevelopment Agency

Del Paso Heights Project

ESTIMATED PROGRAM COSTS
(000's Omitted)

Development Assistance Program
Land Assembly / Relocation
. Other Development Assistance

Subtotal

Rehabilitation Program
Deferred Payment Loans

Subtotal
Public Improvement and Facilities Program

Landscaping, Parking and Lighting
Public Facilities

. Subtotal

Low - Mod Housing Program
Housing Rehabilitation
New Housing Construction
Other Housing Programs
Subtotal

Administration And Operations (1)

GRAND TOTAL

(1) Based on the net present value of administrative expenses shown in the Cash Flow Summary.

fin

Total
Estimated Cost

Oftsets to
Estimated Cost

Net
Estimated Cost

$4,054
4,414

8,468

780

780

2,900
2,250

5,150

3,700
4,562
715

8,977

6,089

$29,463

$990

990

401

401

1,000

1,000

1,745

1,745

$4,136

$3,063
4,414

7,477

379
379
2,900
1,250
4,150
1,955
4,562
715
7,232

6,089

$25,328

7/6/98Delprep



costs have been included in the Cash Flow Summary of the Project's financial feasibility
discussed later.

1. Development Assistance Program

In order to address certain physical and economic blighting conditions within the Project
Area, the Agency proposes to continue its Development Assistance Program. Through
this program, the Agency encourages infill development that establishes new commercial
and industrial areas within the Project Area. This program also solicits businesses to
locate within the boundaries of the Project Area and encourages the retention of existing
businesses. Also included within this program is a portion of the funding needed to repay
the Section 108 loan associated with the Del Paso Nuevo housing project. Total costs for
this program are estimated to equal $8.5 million over the extended term of the Project,
with net Agency expenditures estimated to be $7.5 million.

2. Rehabilitation Program

As noted in Part lll of this Report, the Agency will continue its Rehabilitation Program to
address certain conditions of blight in the Project Area. This program provides deferred
payment or low interest loans to businesses in the Project Area for a variety of
rehabilitation improvements. The total cost for the continuation of the Agency's
Rehabilitation Program is estimated to be $780,000. Offsets to the cost of the
Rehabilitation Program in the form of loan repayments are estimated to equal $401,000,
resulting in net Agency costs of approximately $379,000. '

3. Public Improvement and Facilities Program

The Agency intends to provide for the construction of certain public facilities in the Project
Area, at a cost of $2.3 million. It has been assumed that approximately $1.0 million will
come from sources other than tax increment, leaving net Agency costs of $1.3 million.
The Agency also proposes to participate in a program for the provision of additional
parking, as needed, within the Project Area and the installation of landscaping and lighting
along Marysville Boulevard. The total cost for this item is estimated to equal $2.9 million.

4. Housing Program

The Agency proposes the continuation of a Housing Program within the Project Area.
One element of this program involves the creation of new residential deveiopment on
vacant and underutilized sites in the Project Area. A portion of the funding for the
repayment of the Section 108 loan for the Del Paso Nuevo project is contained within the
housing program. In addition, the Agency has provided, and will continue its efforts to
rehabilitate the housing stock. This includes assistance in the rehabilitation of vacant and
boarded housing units. The Agency also intends to continue funding its First Time
Homebuyers program designed to promote home ownership in the Project Area. The
total costs for the Housing Program are estimated to be approximately $9.0 million.
Approximately $1.7 million of funds are anticipated to be available from loan repayments,
leaving $7.2 million in net Housing Program costs.

5. Other Redevelopment Activities

In implementing all of the above program activities, administrative and operating overhead
expenditures will be incurred over the extended term of the Project. Administrative and
operating expenses reflect costs for salaries, technical assistance and enforcement
programs, operating services and supplies, and consultant and legal services for both
daily operations and project-specific implementation. Administration and operations costs
shown in Table IV-1 are based on the net present value of administrative expenditures
shown in the Cash Flow Summary, resulting in a total cost of approximately $6.1 million,
in 1998 dollars.
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The combination of estimated net Agency costs for the completion of redevelopment of
the Project Area, including anticipated costs associated with the continued redevelopment
program activities described above and administrative expenditures over the extended life
of the Project Area, total approximately $25.3 million (in 1998 dollars), as summarized in
Table IV-1. The costs shown in Table V-1, and summarized above, do not include
adjustments for inflation or the cost of interest which may result from the financing of
Agency activities. Project Area costs also do not include future mandated payments to
taxing entities pursuant to the provisions of the CRL.

B. FINANCING METHODS AND ALTERNATIVES
1. General Financing Methods Available to the Agency

Except for extending time limits and increasing the Project tax increment and bond debt
limits, thé proposed Fifth Amendment does not affect the Agency’s authority to finance
the Project Area with financial assistance from the City of Sacramento, the County of
Sacramento and other local public entties, the State of California, the federal
government, tax increment funds, special assessment districts, donations, interest
income, Agency bonds, loans from private financial institutions, the lease or sale of
Agency-owned property, participation in development or any other available sources, both
public and private.

Also not affected is the Agency’s authority to obtain advances, borrow funds and create
indebtedness in carrying out the Amended and Restated Redevelopment Plan. The
principal and interest on such advances, funds and indebtedness may be paid from tax
increments or any other funds available to the Agency.

2. Financing Alternatives Other Than Tax Increment

Other than tax increment receipts, which are discussed later, the potential revenue
funding sources for the anticipated Project Area costs include: loans, grants and
contributions from the City, other local entities, the County, the State, the federal
government, developers; proceeds from the sale or lease of Agency-owned property;
repayment of Agency loans and advances; financing proceeds based upon revenues from
special assessment or special tax districts; and developer fees.

a. Loans, Grants, Contributions From the City, the County, the State, the
Federal Government and From Developers

The Agency has received an Economic Development Initiative (EDI) grant from the
federal government, along with Section 108 loan funds, for the Del Paso Nuevo project.
Other advances, grants or loans from government agency funds or private sector
developers could be effectively used to realize timely implementation and completion of
the continuing redevelopment activities and programs for the Project Area. Neither the
EDI grant or the Section 108 loan funds have been included in the Cash Flow Summary,
since the infrastructure and other costs which the grant and loan will be used for have not
been included in the Redevelopment Program costs. No other grant or loans have been
incorporated into the Cash Flow Summary of the continued economic feasibility of the
amended Project, since the availability of such funding is uncertain.

b. Property Disposition Proceeds

The Agency anticipates continuing to assist in the acquisition of certain property in the
course of program implementation in the Project Area. Any such propenrty not intended to
house or be the site for permanent public improvements or facilities is intended for
disposition by the Agency to private sector participants in the revitalization efforts in the
Project Area. Due to the density of the area within the Project Area and the high cost of
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land assembly, any proceeds recovered for Agency-assembled sites are not expected to
exceed the costs of assembly and will likely continue to be substantially below the cost of
assembly. For this reason it is assumed that the Agency will need to continue to fund the
excess cost of land assembly over disposition proceeds in order to spur the revitalization
of the Project Area. Resources resulting from sale proceeds are included in the Cash
Flow Summary and are estimated at $1.2 million in escalated dollars. Such amounts are
assumed to be utilized to fund the acquisition activities to which they are related.

¢. Repayment of Loans and Advances

‘The Agency is proposing the continuation of a loan program to assist in the revitalization

of commercial and residential structures in the Project Area. The repayment of these
loans will constitute a resource that can fund other expenditures of the Agency. As shown
on the Cash Flow Summary (Table 1V-5) approximately $2.8 million (escalated doilars) in
loan repayment resources are assumed to be available over the extended term of the

Project Area.

d. Special Assessment or Tax Districts

The Agency may consider the creation of special assessment or tax districts to assist in
the financing of anticipated Project Area activities and programs. Assessment or special
tax districts, as permitted under existing state law, could be utilized as a method for
financing deficits anticipated as a result of the implementation of the public improvements
or private development activity within or of specific benefit to the district. Under this
financing alternative, the Agency could be responsible for the partial or total funding of
improvements originally financed by the special district through the sale of Agency bonds
in future years or through use of tax increment reimbursements. The proceeds of such
bonds, as well as tax revenues in excess of corresponding debt service, could reimburse
the district for costs and reimburse developers for all or a portion of assessments paid in
the interim. Such districts are not specifically included in the Cash Flow Summary, but
could be the source of funding in some years of project implementation.

3. Tax Increment Revenue

Reasons for Continuing To Include Tax Increment Financing in the
Redevelopment Plan

a.

The continued redevelopment program anticipated for the Project Area will continue to
provide a method of securing desired revitalization, new development and public
improvements in the Project Area which will, in turn, benefit from the infusion of new
capital. The redevelopment program and subsequent development activity in the Project
Area will also continue to provide a viable financing tool by means of.tax increment
revenue generation. As discussed in the previous section, it is assumed that the City and
the Agency will continue to consider other legally permissible alternative sources of
funding available to finance Project Area activities and programs, prior to the use of tax
increment revenues. However, the Agency and the City must look to and continue to rely
upon this source of funding as a primary means of resolving the Project Area’s variou