cC I TY OF

HAYWARD

HEART OF THE BAY

DATE; November 18, 2008

TO: Mayor and City Council

FROM: Director of Public Works

SUBJECT: Mt. Eden Phase II Annexation: Modification of Funding Agreement with the
Alameda County Redevelopment Agency and Authorization for Design Services
Agreement

RECOMMENDATION

That Council adopts the attached resolution authorizing the City Managerto execute an amendment
to the Mt. Eden Redevelopment Sub-Area Annexation and Public Improvements Agreement to
allow for increased infrastructure funding based on current estimates, and to authorize the City
Manager to negotiate and execute a professional services agreement with Ruggeri-Jensen-Azar, for
the design of the Mt. Eden Phase I infrastucture improvements in an amount not to exceed
$500,000.

BACKGROUND

In the summer of 2003, the City initiated the Mt. Eden Annexation Study to determine the
desirability and feasibility of annexing unincorporated lands in the Mt. Eden Area into the City of
Hayward. That study included various focused analyses and community meetings held in the Mt.
Eden area, as well as a walking tour of the neighborhood. The annexation was pursued for the
following reasons:

»  State law encourages the logical formation and determination of local agency boundaties;
» The Hayward General Plan encourages annexation of such islands; and

» Property owners expressed an interest in having their properties annexed into the City of
Hayward.

Mt. Eden Phase I reorganization was approved by the Local Agency Formation Commission
(LAFCQ) on March 5, 2007, and included the annexation of three westerly, largely underdeveloped
islands (see Exhibit A). The properties were left in the County’s Redevelopment Project area in
order to use tax increment revenue funds generated by future development to finance infrastructure
upgrades. A program-level Environmental Impact Report (EIR) and a Fiscal Impact Analysis were
prepared.



Financing in the amount of $9.5 million for Phase I improvements was funded via a combination of
a benefit district ($2.25 miltion) and developer contributions from Dutra Enterprises ($6.9 million)
and KB Home ($380,000).

Dutra Enterprises, a private development company and the largest single property owner in the
Saklan Road Island, also agreed to provide $3.6 million in financing for Phase II improvements.
This financing will be used to fund the installation of water and sewer mains, storm drainage
facilities, and street improvements. The Mt. Eden Redevelopment Sub-Area Annexation and Public
Improvements Agreement (“the Annexation Agreement”) and the Reimbursement Agreement
between the City and Dutra Enterprises contain the terms and conditions for reimbursing Duira
Enterprises. Reimbursement will be facilitated by the benefit district and tax increment revenue
funds generated by future development.

DISCUSSION

The project area for the Phase II annexation is approximately 61 acres, including 5.68 acres of road
right-of-way, and contains 69 parcels located in two islands - the Mohr-Depot Island and the West-
Mohr Island. The area is primarily developed with single-family residential parcels, all but four of
which are developed, The area also includes the northern portion of the Chabot Community
College property, the Herman-Mohr Estate parcel, which is being used as a substance abuse
recovery center operated by Horizon Services, and the Mohr-Fry Estate parcel located along
Hesperian Boulevard. A limited number of properties are served by City of Hayward public sewer
and water systems, while most properties are served by on-site private septic systems and private
wells or the Mohrland Mutual Water Association, a private water company. Fire protection services
are provided by the City of Hayward via a contract with the Alameda County Redevelopment
Agency (County RDA), and police services are provided primarily by the Alameda County
Sheriff’s Department.

Most streets do not meet City standards and lack curbs, gutters, and sidewalks. This project is
initiated as part of the annexation process with the aim of upgrading the annexed area’s
infrastructure to City Standards. In addition to street improvements and streetlights, the area will
have new water, sewer, and storm drain systems.

At the time the Annexation Agreement was exccuted, the Phase Il infrastructure improvements
were estimated at $5 million. Since then, City staff, with consultant assistance funded by the
County RDA, has refined the estimate and the revised figure for the improvements was updated to
$7.4 million. City staff met with Alameda County and County Redevelopment Agency staff to
resolve the $2.4 million shortfall and agreed to recommend equal sharing of the $2.4 million
increase in cost. Therefore, if the proposed amendment to the Annexation Agreement is approved,
the City’s share of the Phase II improvements will increase from the previously approved $700,000
to $1,900,000. This expenditure is considered a loan for the purposes of the agreement to be repaid
from tax increment revenue, with interest calculated at 6 percent as stipulated in the original
agreement.
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In addition to changing the financing amount for the Phase II Improvements, a few revisions were
incorporated to address how the schedule has changed. The revised agreement now stipulates that
completion of the Phase II annexation will be done no later than December 3, 2009, although staff is
trying to secure LAFCO approval sooner than that. Also, the amount of funding provided by the
County RDA in support of the Phase II annexation process has been increased to $1,900,000. In
addition, the County RDA has agreed to increase the original $100,000 funding for administrative
costs to $179,000, the majority of which is to pay Alameda County Public Works Agency for the
necessary mapping associated with the annexation.

In order to design the Phase II improvements, staff requested proposals from several engineering
firms. Ruggeri-Jensen-Azar, one of five firms who submitted responses to a Request for Proposals
(RFP), was found to be best qualified to perform the work based on their experience with similar .
projects, and was found to meet all of the objectives in the RFP. City staff has worked with
Ruggeri-Jensen-Azar on other projects in the past, and found them to be competent, responsive, and
professional in their delivery of services. The requested amount of $500,000 includes a contingency
of $70,000 for additional unforeseen design services.

FISCAL AND ECONOMIC IMPACT

The estimated project costs are as follows:

Design - Consultant 500,000
Design Administration - City Staff 120,000
Construction Contract 5,760,000
Inspection & Testing 800,000
R/W Engineering & Acquisition - 220,000
TOTAL $7,400,000

The FY 2009 Capital Improvement Program (CIP) includes $5 million for the Mt. Eden Annexation
Phase II Project in the Street System Improvement Fund, Revenue for the project includes the
County’s $700,000 share and the developer’s $3.6 million, which together with the City’s original
share of $700,000 constitutes funding for the prior estimate of $5 million. The project will be
considered fully funded once the City and County approve an additional amount of $1.2 million each
(total of $7.4 million), as identified in the amended funding agreement, which would be subject to
reimbursement as stipulated in the Agreement. Staff has identified that the required additional $1.2
million in funding will be available in the Street System Improvement Fund, but since the actual
amount will depend on several factors, including the bidding climate next summer, staff will
incorporate actual changes in the next CIP approval process. Following is a summary of the total
project financing:

City of Hayward 1,900,000
County of Alameda Redevelopment Agency 1,900,000
Developer Financing 3,600,000
TOTAL $7,400,000
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Long-term fiscal impact of the annexation is being assessed as part of the environmental review.,
Revenue projections will include property tax, property tax increment (through a tax sharing
agreement), motor vehicle license tax, sales tax, business license tax, property transfer tax,
emergency facilities tax, franchise fees, fines and forfeitures, and highway users tax (gas tax).
Expenditures will include costs for providing police, fire, public works, community development,
library, and parks and recreation services. '

PUBLIC CONTACT

Commmﬁty-wide public outreach is being planned and conducted separately as part of the
environmental review process. Once the design is underway, individual property owners will be
contacted in relation to right-of-way and utility issues affecting their properties.

SCHEDULE

The Alameda County Board of Supervisors is schéduled to consider the amendment to the
agreement on December 9, 2008. '

The design consultant contract contemplates 12 months for completion of the design of the
improvements. As noted above, staff will update the funding required, as well as the long-term
reimbursement from the County RDA, prior to approval of next year’s 10-year CIP. The projected
schedule for this project is summarized as follows;

Annexation Process:

Community Outreach - February 2009
Complete Environmental Review : March 2009
Council Hearing June 2009
LAFCO Hearing September 2009

Infrastructure Design & Construction:

Begin Design December 2008

Complete Design - December 2009
Advertise for Bids : January 2010
Award Contract : March 2010
Begin Construction April 2010
End Construction December 2010
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O

Morad Fakhrai, Deputy Dir. of Public Works -

Recommended by:

-

Robert A. Bauman, Director of Public Works

Approiled by:

Exhibit A: Area Map
Draft Resolution
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DUE TO THE LENGTH OR COLOR OF
' THE REFERENCED EXHIBITS, THEY
HAVE BEEN ATTACHED AS SEPARATE

LINKS.



DRAFT

HAYWARD CITY COUNCIL
RESOLUTION NO. _08- ,Y‘\}}*’
Introduced by Council Member “\\910 {

RESOLUTION AUTHORIZING THE CITY MANAGER
TO NEGOTIATE AND EXECUTE AN AMENDMENT TO
THE MT. EDEN REDEVELOPMENT SUB-AREA
ANNEXATION AND PUBLIC IMPROVEMENTS
AGREEMENT AND NEGOTIATE AND EXECUTE AN
AGREEMENT WITH RUGGERI-JENSEN-AZAR FOR
THE MT. EDEN PHASE II ANNEXATION PROJECT,
PROJECT NO. 5143

BE IT RESOLVED by the City Council of the City of Hayward that the
City Manager is hereby authorized and directed to negotiate and execute on behalf of the
City of Hayward an amendment to the Mt. Eden Redevelopment Sub-area Annexation and
Public Improvements Agreement with Alameda County to allow for increased
infrastructure funding based on current estimates, in a form approved by the City
Attorney.

BE IT FURTHER RESOLVED by the City Council of the City of Hayward
that the City Manager is hereby authorized and directed to negotiate and execute a
professional services agreement with Ruggeri-Jensen-Azar for the design of the Mt. Eden
Phase II Infrastructure Improvements Project, Project No. 5143, in an amount not to
exceed $500,000, in a form to be approved by the City Attorney.

IN COUNCIL, HAYWARD, CALIFORNIA , 2008

ADOPTED BY THE FOLLOWING VOTE:

AYES: COUNCIL MEMBERS:
MAYOR:

NOES: COUNCIL MEMBERS:



ABSTAIN: COUNCIL MEMBERS:

ABSENT:  COUNCIL MEMBERS:
ATTEST:
City Clerk of the City of Hayward

APPROVED AS TO FORM:

City Attorney of the City of Hayward



