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Infrastructure Financing of Preferred Alternative

Much of the success of new development outlined in the preferred alternative is dependent on the
implementation of new infrastructure, including new roads, streetscape improvements on existing roads,
parks, and expansion/enhancement of utilities. Because these improvements are a direct benefit to local
land owners, it is common to finance these through Community Facilities Districts (CFDs), where an
annual fee is placed on property and contributes to the on-going development and maintenance of
infrastructure. In addition, infrastructure is often financed through exactions from new development in
the form of impact fees, developer agreements, and community benefits agreements. In the case of new
roads providing access and circulation within large parcels, it is likely that developer agreements would
be the primary mechanism for financing new infrastructure. However, other off-site infrastructure
improvements, such as expansion or retrofitting of existing fire station facilities outside of the study area,
will require alternative indirect financing mechanisms such as CFDs or impact fees.

Once the preferred alternative is finalized, detailed development and infrastructure financing plans that set
forth the timing and amount of infrastructure funding derived from the land use changes will be
developed. At this stage, as the preferred alternative is being refined and finalized, its ability to self-
finance needed infrastructure improvements can only be roughly estimated. The analyses below compare
the preferred alternative to the initial plan alternatives in order to assess the relative ability for this
development program to finance necessary infrastructure and capital improvements.

Comparison of Projected Assessed Value of Alternatives

One means of comparing the relative ability of the preferred alternative to self-finance infrastructure
improvements is by assessing the total value of new development in each alternative (Figure 1). This
method assumes that there is a fixed percentage of the total value that may be captured through exactions
or community assessment districts while enabling the development to be financially feasible to build. The
higher the value of development, the more money will be available for infrastructure.

Figure |: Total Value of New Development (2009 Constant Dollars)
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Under this method, with a total value of development of $1.6 billion, the preferred alternative has the
potential to generate more funding for infrastructure than two of the three plan alternatives; only
Alternative 3, which has the greatest intensity of residential development and industrial land conversion,
has a higher value. However, the ability for the preferred alternative to finance infrastructure is heavily
predicated on the redevelopment of the current Owens-Brockway site into residential use. The
development on that site represents 47 percent of residential units proposed in the plan; retaining the site
in industrial use would reduce the total value of new development by 34 percent (to $1.1 billion), even if
it were able to successfully redeveloped into a industrial business park as outlined in Alternative 1.

This method only provides a rough means of comparison and does not account for the effect that
exactions may have on the feasibility of development- regardless of its total potential value; if a project is
only marginally profitable, the size of the impact fee may delay or deter development. Because much of
the new development requires infrastructure to be in place before it will be successful, the timing may
preclude the use of impact fees to construct these improvements.

Comparison of Projected Tax Increment Generated by Alternatives

Another means of assessing the relative ability of each alternative to pay for infrastructure is measuring
the total tax increment that will accrue to the Coliseum Redevelopment Area as a result of new
development that is not set aside for non-infrastructure uses such as affordable housing or schools. The
total value of non-reserved tax increment provides a sense of how much additional bonding capacity
could be generated from new development (assuming this bonding capacity is not limited, or spoken for
by other Redevelopment projects). This source has the virtue of not placing an additional burden on
development, meaning that developer contributions could either be lowered to enhance feasibility or
directed to other investments. In addition, because the ORA has the ability to use this increment to
leverage bond financing, it is somewhat less dependent on the timing of development (although it will
require a steady stream of debt financing revenue be generated from somewhere in the larger
Redevelopment Area).

Figure 2: Total Value of Non-Reserved Tax Increment from New Development (2009 Constant
Dollars)
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Figure 2, above, shows how this portion of the tax increment financing (TIF) revenue in the preferred
alternative compares to the three initial plan alternatives. This shows that, again, the preferred alternative
provides more revenue to the Oakland Redevelopment Agency (ORA) that could be used to finance
infrastructure than two of the three alternatives. However, as with the total value of development, this is
largely dependent on the conversion of the Owens-Brockway site to residential use. With that land use
change, the preferred alternative would generate approximately $42 million in non-set-aside TIF; this is
reduced almost by half, to $22 million, if the site is instead redeveloped as an industrial business park in
the model of Alternative 1.

Regardless of these rough comparisons, the actual ability of development to pay for infrastructure
depends on several factors not yet determined: 1) the profitability of new development, 2) the cost and
phasing of new infrastructure, 3) which components of the infrastructure will be paid for by the RDA, and
4) whether infrastructure will be supported by one-time exactions, an on-going community facilities
district, or both. By looking at the physical placement of new infrastructure, one can determine if
developer agreements make the most sense (as improvements would be on or adjacent to new
development sites), or if a CFD, RDA, impact fee, or other collective source of revenue across multiple
property owners is necessary to finance infrastructure improvements.

Overall Ability of Development to Pay for Infrastructure in Preferred
Alternative

A preliminary cost of infrastructure improvements in the Plan Area, including improvements and
expansions of streets and utilities, is estimated to be up to $84 million dollars. The true cost would be
much higher, as this figure does not include new parks, environmental remediation, and right-of-way
acquisition. However, given that even the more modest figure for streets and utilities is equal to
approximately 5 percent of the total value of new development, it is likely that other sources of revenue
will be necessary to fully fund the infrastructure and other investments necessary for the success of the
Preferred Alternative. This may require the ORA to direct tax increments generated from other portions
of the Coliseum RDA toward the Plan Area.

Fiscal Impact of the Preferred Alternative at Build-out

In addition to examining the carrying capacity for capital investments, the consultant team also evaluated
the likely fiscal impacts to the City for city services and the operation and maintenance of infrastructure
associated with the proposed new development. Over the course of the 25-year period of this plan, the
fiscal impact of the preferred alternative will be variable and highly dependent upon the phasing of new
development and redevelopment. At build-out (2035), however, it is projected that the plan will be
strongly fiscally positive, with marginal revenues to the general fund exceeding marginal expenditures by
$1.3 million (2009 dollars). More than 50 percent of this marginal revenue will be derived from the real
estate transfer tax, much of which will be driven by the redevelopment of the Owens Brockway site.
Nearly 45 percent of the increase in costs will be in the form of increased demands on the police
department, which will need to provide significantly enhanced services to an area that currently has a
small residential population.
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Fiscal Impact of Preferred Alternative at Build-Out (2035)

Preferred

Alternative

Revenues

Property Tax $1,439,000
Real Estate Transfer Tax $3,534,000
Sales Tax $988,000
Vehicle License Fee $238,000
Per Capita Revenue $720,000
Subtotal $6,919,000
Expenditures

Per Capita Cost Items $1,380,000
Public Works $397,000
Libraries $116,000
Fire $1,157,000
Police Cost $2,523,000
Subtotal $5,573,000
Net Impact on General Fund $1,346,000
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The fiscal impact only addresses changes to costs and revenues related to on-going operations and
maintenance, not the up-front costs associated with new infrastructure. However, a significant investment
in new road construction, demolition, and land remediation will be necessary to support the new
development outlined in the plan. While some of this will be funded by developers, much of this
investment would need to precede new development, suggesting a source of public infrastructure funding,
such as from Oakland Redevelopment Agency (ORA), may be required. Nonetheless, over the course of
the 25-year period of the plan, the preferred alternative will yield a significant return to the ORA. From
2010 to 2035, the ORA will collect approximately $82 million in tax increment, including $42 million
that is not part of the required set-aside for schools or housing.

Total Tax Increment Captured by ORA by year 2035

General Activities $42,000,000
Housing Set-Aside $37,000,000
School Set-Aside $3,000,000

Total $82,000,000

Compared to the three alternatives initially proposed, the preferred alternative has a more positive fiscal
impact at build out than both Alternative 2 and Alternative 3, though less positive than Alternative 1.
Similarly, the preferred alternative generates more non-set-aside tax increment for the ORA than
Alternative 1 and Alternative 2, but less than Alternative 3 ($66,000,000).

Fiscal Impact at Build-Out: Comparison of Alternatives

Alternative 1 $2,700,000
Alternative 2 -$300,000

Alternative 3 $1,000,000
Preferred Alternative $1,400,000

Non-Set-Aside Tax Increment Captured by ORA: Comparison of Alternatives

Alternative 1 $25,000,000
Alternative 2 $29,000,000
Alternative 3 $66,000,000
Preferred Alternative $42,000,000
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