
CITY OF HAYWARD 

AGENDA REPORT 
WORK SESSION ITEM 

TO: Mayor and City Council 

FROM: City Manager 

SUBJECT: Tax Exchange Agreement with the Alameda County R 

RECOMMENDATION: 1 

It is recommended that the City Council adopt the attached resolution 
Manager to finalize and execute a tax shanng agreement with 
Redevelopment Agency in m e c t i o n  with the Mt. Eden Annexation. 

BACKGROUND: 1 

The Mt. Eden unincorporated area includes five "islands" that are within the juri@ction of 
Alameda County, but completely surrounded by the City of Hayward, located g ly west of 
Hesperian Boulevard between West Winton Avenue and State Highway 92 (see7map attached). 
To determine the desirability and feasibility of annexing unincorpomted lands in th Mt. Eden 
area into Hayward, the City initiated the Mt. Eden Annexation Study in the summer o 2003. As 
a result of that study, in 2004 the City Council authorized submittal of an application the Local 
Agency Formation Commission to annex three of the five of the unincorporated islau s: Saklan 
Road bland, Dunn Road Island and the Depot Road Island, which is commonly re rred to as 
Phase 1. The other two islands (West-Mohr and Mohr-Depot) were initially co idered for 
inclusion in the study area, but later dropped h m  the study area, due mainly to oiosition to 
annexation expressed by residents. However, subsequent discussions with Su 'sor Gail 
Steele, County staff and some residents in those islands indicated support fbr annexati$"n of those 
islands. The Council agreed to process another annexation application at a later time or the two 
remaining islands, after adequate study and analysis is completed (i.e., Phase2). AD ive islands 
are within Hayward's Sphere of Influence and Alameda County's Eden Area 
Project Area. 

One of the main issues related to this annexation is identification of a limding sow topay for 
the cost to bring inhshucture up to City standards. The principal property o er, Dutra 
Enterprises, has agreed to provide h c i n g  to complete all the essential improvem ts in this 
area. Such improvements would entail the extension of new water and sewer mains, tallation 
of new storm drain facilities, as well as construction of street improvements, inc uding new 
curbs, gutters and sidewalks. Reimbutsanent of this financing to Dutra Enterpris bwould be 
accomplished through contributions by future developments based on establihent f a  benefit 
district, or via tax increment funds that would be generated by future development in fe area 



Phase 1 I 
I 

Staff, outside consultants and representatives from Dutra Enterprises and KB. Homes bsve been 
working together to develop cost estimates for Phase 1 improvements, which is estim ted to be 
$9.5 million. Elsewhere on this agenda. the Council is being asked to authorize pro wLmg with 
the formation of a benefit district to fund sewer, water and stom drain im vements. 
Subtracting the cost of those improvements leaves a remainder of approximately $7. million. 
Dutra Enterprises has agreed to advance up to $6.9 million, with KB Home responsi le for the 
difference. 7 1 

Although the developers have agreed to advance the funds, the improvements 
beyond what is associated with their project, which means that these 
direct obligation ofthe project. 'Consequently, the developers are 
work. Over the last couple of years, City and County staffhave been 
a revenue source to reimburse the developers for these costs. 

The agreement before you is the vehicle by which Dutra Entertripieses and KB Home are to be 
reimbursed. As noted above, the Mt Eden area is a County Redevelopment Projec area, and 
annexation of the islands into the City will not alter this condition. As a result, tax increment 
funds will be generated as new development occurs. The :county RDA has agreed o eannark 
new tax increment revenue, less the amounts related to 20% set-aside required by law to be used 
for housing, administrative costs, and required pass through to other agencies, to City to 
reimburse the developers. This method means that the imgmvanents can be funded no direct 

allowing the annexation application to move forward. 

I 
cost to the City nor to residents of the area Solving this fUnding challenge was critical to 

Phase 2 1 

Assuming an application will be filed at a later date for the m i n i n g  two 
worked on iden* a way to h d  the htruc ture  improvements that will 
area. Although smaller, the two islands have many of the same 
Correcting these problems will entail costs of approximately $5 
development opportunity here is limited. Thus, the prospect of 
advance funds is problematic. Consequently, discussions were initiated with Dutra 
ascertain its willingness to also provide funds to h d  the 
agreed to do so, but indicated it could only provide $3.6 
provide onshalf of the difference, if the City will provide the 
obligation of $700,000 to each agency. Again, the 
constitute an advance for which reimbursement is 
portions would be an advance, a loan if you will, subject to repayments. This 
agreement contemplates and provides for this reimbmement. 

As noted, new tax increment revenue will be generated as a result of the KB d velopment 
already approved by the City. Additional development opportunities within the Ph e 1 islands 
will generate additional tax increment revenue as well. For Phase 2, this is not like1 4 , so where 
















