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Notable Economic News

CRA ERAF Lawsuit

The California Redevelopment Associa-

tion (CRA) has filed a lawsuit against the
state alleging that taking local redevelop-
ment agency funds is illegal under Proposi-
tion 1A approved by voters in November
2004. ltis likely that the lawsuit will still be
pending on May 1* (when the ERAF pay-
ment is due), so the CRA has recom-
mended that agencies make the required
ERAF payment to avoid any penalties. If
the CRA is successful, current, and poten-
tially future, ERAF payments will be invali-
dated under the California constitution.
This will most likely be a long court battle
that could take months, even years, to re-
solve. Staff will keep the Agency Board
apprised of any new developments.

Economic Overview

The economic contraction continued to
worsen through February with no end in
sight. The commercial and residential
real estate markets continue to be very
soft, unemployment continues to climb,
and the new presidential administration is
scrambling to implement an economic
stimulus package that hopes to encour-
age job growth and stop the bleeding.
The credit markets are still very tight de-
spite the $700 billion (and growing) fed-
eral bailout package enacted toward the
end of 2008. This is effecting many busi-
nesses’ (including the State of California)
ability to make payroll and meet other
obligations. It is also effecting many de-
velopers’ ability to secure construction
financing. As a result, many projects that
were originally slated to be well underway
by now have been delayed. To date,
there are no significant signs that the cur-
rent economic conditions will improve any
time soon. In fact, most signs point to the
economy getting worse before it gets bet-
ter.

Notable Development News

e 9900 Culver Blvd is under construc-
tion and is expected to be completed
by summer/fall 2009.

e Westfield Fox Hills Mall is on schedule
to be completed by October 2009.

e Sony Studios construction of an addi-
tional studio is also underway and
moving along as scheduled.
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AT-A-GLANCE

Executive Summary

As we enter the FY 2009-10 and FY 2010-11 budget process, the eco-
nomic contraction continued to worsen. As commercial construction
and renovation slows due to economic conditions and the tight credit
market, tax increment receipts are expected to grow at a much slower
pace over the next few years than they have over the past five years.

The Agency expects very strong tax increment receipts in the current
fiscal year, due primarily to the lag in property tax revenues. Current
year receipts are based on assessed values as of December 2007,
prior to the major fall out of the commercial real estate market. FY
2009-10 tax increment receipts will be based on December 2008 val-
ues, which will be more telling as to the magnitude of the market condi-
tions on tax increment revenues.

As the economic conditions play out, staff is remaining conservative
and holding the line on expenditures in as many areas as possible in
anticipation of slower TI growth in the near future.

Revenue & Expenditure Summary

Through February, the Redevelopment Agency’s revenues are essen-
tially equal to expenditures. The Agency will continue to collect Tax
Increment for this fiscal year through August 2009 (which includes the
additional accrual period). The largest pending expenditure is the
Agency’s $1,126 million ERAF obligation.

Cumulative RDA Revenues vs. Expenditures 5 2008-09 Revenue mM2008-09 Expenditure
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CASH AVAILABLE for CAPITAL INVESTMENT
FUND BALANCE AVAILABLE FOR PROJECTS/PROGRAMS:

Actual Actual Estimated Estimated

Ending Ending Ending Ending

2006-07 2007-08 2008-09* 2009-10*
Unrestricted Funds $13,700,000 10,770,000 6,375,000 1,500,000
Housing Set Aside $15,141,000 19,000,000 20,900,000 20,600,000
Tax Exempt Bonds $24,895,000 21,850,000 7,800,000 2,500,000

The estimated ending balance for each fund represents the approximate amount of cash capital available for investment
in new projects or programs. The estimated balances include the recommended mid-year budget adjustments.
The audited beginning balance for unrestricted funds as of June 30, 2008 (i.e. tax increment, parking revenues, theatre revenues,
etc.) is approximately $10.8 million.

Assumptions: The estimated ending balances above assume that an interest only payment on the $9 million loan from the City was made in FY 2007-
08, a $2.5 million principal and interest payment is made in FY 2008-09, and the remaining $7 million will be repaid in FY 2009-10 and FY 2010-11
($3.5 million per year with interest). It also assumes that 100% of the adjusted budget is expended and no land sale proceeds are received in FY
2008-09. The estimated ending balance in FY 2009-10 assumes that 100% of the approved budget is expended and no land sale proceeds are re-
ceived. Based on the current economic conditions, the land sale proceeds and, consequently, the RDA's ability to repay the City loan, may need to be
reevaluated.

UNRESTRICTED EXPENDITURE SUMMARY thru February:

2006-07 00708 200809 oo == 200607 — 00708
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Aug 6,215,095 (22,670) 229,232
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Adj Budget 47,108,918 42,969,759 37,821,541

i=Ne)\VAz1UIp]el=a Through February (8 months), the RDA has expended approx. 61% of the adjusted

budget compared to 63% in 2007-08 and 85% in 2006-07 (the same period in the previous
two fiscal years included land acquisition related costs, which is not the case in FY 2008-09). The Agency is slightly
under budget in expenditures through February; however, once the ERAF payment is made in May, expendi-
tures will be on budget. In December, the agency approved a number of budget amendments, most notably were an
increase in statutory pass through payments to taxing agencies, increase in Low/Moderate Income Housing Set Aside
transfers (both due to a projected increased in Tax Increment revenues), and allocation of $1,126,000 for the Agency’s
ERAF obligation to be paid in May 2009.

RDA expenditures are relatively sporadic on a monthly basis as there are often spikes in expenditures due to land ac-
quisition costs or other one-time development related costs. Generally, the month of November has the most cash go-
ing out the door as that is when the annual debt service payments for RDA bonds are due (i.e. principal and interest
payments to bond holders). The following sections will provide more detail on RDA expenditures by category.
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RDA BUDGET REPORT

UNRESTRICTED FUNDS REVENUE ANALYSIS

UNRESTRICTED REVENUE SUMMARY thru February:

2006-07 2007-08  2008-09 =1 2006-07 m— 2007-08
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UNRESTRICTED REVENUES —I The Redevelopment Agency received an updated Assessed Valuation Re-
port from the County Assessor in August indicating an increase in assessed values higher than what was originally pro-
jected for the budget. Based on this updated AV report, estimated tax increment revenues for FY 2008-09 were in-
creased by approximately $2.4 million at mid-year. Pacific Theater, film parking, and the Farmer’s Market receipts all
remained strong through February and are expected to meet budget projections.

LAND SALE PROCEEDS —l The FY 2008-09 adopted budget included approximately $11.5 million in land sale
proceeds in anticipation of the sale of Parcel B, Baldwin Site, and Washington/Centinela site. Due to the current credit
markets, all of these projects are having trouble with securing financing and are not expected to close escrow prior to
the end of this fiscal year. During the mid-year review, budget estimates were amended to include only the sale of Par-
cel B. However, due to the aforementioned credit crunch, the receipt of Parcel B funds is also doubtful and will be de-
ferred into future years. This will impact the Redevelopment Agency’s ability to repay the entire remaining bal-
ance on the loan to the City in this fiscal year. It is likely that the loan will need to be extended an additional
two years. Staff will bring an agenda item to the Agency Board/City Council as the June expiration of the current loan
term approaches.

SUMMARY — Overall, the Redevelopment Agency’s revenues, especially tax increment receipts, remain solid. To
date, some smaller revenue sources have met or exceeded budget projections, such as Pacific Theaters, film parking,
and the Farmers’ Market, while others have fallen below budget projections, such as long term parking at the parking
structures. At this point, the biggest variable continues to be the state of the credit market and developers’ ability to
secure financing and purchase Agency owned land. Staff will continue to monitor the state of the economy and the
impacts to the Agency financial position.




RDA BUDGET REPORT
LOW/MODERATE INCOME HOUSING FUND ANALYSIS:

HOUSING FUND:
Revenues and Expenditures
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REVENUES — The Low/moderate Income Housing funds primary revenue source is tax increment housing set
aside funds, which is calculated as 20% of the gross tax increment received. A budget amendment increasing
overall Tax Increment receipts by $2.4 million was adopted at mid-year resulting from the updated Assessed
Valuation Report received in August. Consequently, housing set aside funds for FY 2008-09 were also increased
by $524,000.

EXPENDITURES — The primary Low/Moderate Income Housing expenditures through February were on Rental
Assistant Program Grants (about $20,000 per month), Rehab Grant Incentives ($180,000 through Feb.), and ad-
ministrative charges. The Housing Division is working toward identifying development opportunities for
low/moderate income housing projects. Approximately $6 million is budgeted in 2008-09 for implementa-
tion/construction of low/moderate income housing projects.

/1 2006-07

Low/Moderate Income Housing m— 2007-08
2006-07 2007-08 2008-09 Expenditures [ 2008-09
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Oct (15,895) 82,561 239,685  $10
Nov 90,339 52,196 236,242
Dec 791,918 1,114,943 268,073 £ %8
Jan 279,861 234,455 237,563 = g5
Feb 112,394 290,272 231,223 =
Mar 266,838 238,400 - $4
Apr 153,937 284,597 o
May 250,670 280,090 -
Jun 1,930,740 915,689 - P
TOTY-T-D 4,080,464 3,643,706 1,890,655
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B RDA BUDGET REPORT

TAX EXEMPT BOND FUNDS
FISCAL YEAR TO DATE:
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Adj Budget $9,885,012 $8,019,086 $ 13,135,061

REVENUES — Tax exempt bond fund revenue is primarily interest income earned on the fund balance. $800,000 in
interest income is budgeted in FY 2008-09; $317,000 has been earned to date. As investments mature at different times
throughout the year, interest income is recognized.

EXPENDITURES — The Tax Exempt Bond expenditures through February were primarily related to demolition ex-
penses in the Washington/National triangle ($114,000), continuing construction costs for Fire Station #3 ($891,000), and
closing out completed projects such as the realignment of Washington Blvd and plunge locker room improvements.

NOTE: Tax exempt bond funds are restricted and can only be used for public improvements and public infrastructure. Bond funded projects are often
similar to Capital Improvement Projects as they are typically larger projects that may take more than one fiscal year to complete. Typically, the entire
project budget is allocated in the first year and any unspent bond funds are typically carried over to the following year.

CURRENT BOND FUNDED PROJECTS

Bond Funds Estimated

Total Budget Total Bond Funding Expended to Date Completion

1. Fire Station #3* (93700) $6,527,000 $3,000,000 $3,000,000 FY 2008-09
2. Town Plaza (93400) $3,100,000 $3,100,000 $300,000 FY 2009-10

All of the current bond funded projects have been completed or are scheduled for completion in FY 2008-09, except
for Town Plaza. Town Plaza will be constructed concurrently with the Parcel B mixed use office development.
Therefore, that project will commence once the developer is able to secure construction financing.

In the FY 2008-09 and FY 2009-10 budget process, most of the remaining $20 million in bond funds has been allo-
cated for various public improvement projects, including the General Plan update, parking improvements, area im-
provement plans on Washington Blvd and Sepulveda Blvd, and contributions toward the EXPO light rail project.
Through February, there have been no expenditures related to newly allocated money. As those projects become
active, they will be added to the current bond funded projects table above.

*The total budget for Fire Station #3 includes $3 million in Agency Bond funding and $3.5 million in City funding.




