RESOLUTION NO. *1 0

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MILPITAS ADOPTING AN AMENDED
AND RESTATED SET OF LOCAL GOALS AND POLICIES FOR COMMUNITY FACILITIES
DISTRICTS, DECLARING ITS INTENTION TO ESTABLISH COMMUNITY FACILITIES DISTRICT
NO. 2008-1 (PUBLIC SERVICES) AND TO LEVY A SPECIAL TAX THEREIN AND TO PROVIDE FOR
THE FUTURE ANNEXATION OF TERRITORY

WHEREAS, the City Council of the City of Milpitas previously established local goals and policies
regarding the formation of “community facilities districts” and the imposition of special taxes, pursuant to the Mello-
Roos Community Facilities Act of 1982 (the “Act”), as amended, Chapter 2.5, Part I, Division 2, Title 5 of the
Government Code of the State of California, in Resolution No. 7514, dated April 5, 2005; and

WHEREAS, the Act permits local governments to amend and update such local goals and policies from time
to time, as needed; and

WHEREAS, the City now wishes to adopt an amended and restated set of local goals and policies for the
community facilities districts within the City, but does not wish to make any changes at this time to the existing
community facilities district, City of Milpitas Community Facilities District No. 2005-1 (Public Services); and

WHEREAS, the City also now wishes to create a new community facilities district and to levy a special tax
therein pursuant to the terms of the Act to fund the cost of providing certain services to the District; and

WHEREAS, the City Council has determined that public convenience and necessity require that all the
territory in the City not initially included in a community facilities district be annexed into one in the future, as set
forth in the local policies and goals adopted by the City Council pursuant to the Act.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Milpitas that:
1. Adoption of Local Goals and Policies. Pursuant to Government Code Section 53312.7, the City

Council has considered and hereby adopts the amended and restated goals and policies concerning the use of the Act
that are attached hereto as Exhibit A.

2. Intent to Establish Community Facilities District. The City Council hereby declares that it
proposes and intends to establish a community facilities district pursuant to the provisions of the Act, in the manner
described below.

3. Description of Boundaries. The proposed boundaries of the community facilities district and the
territory proposed to be annexed in the future into that particular community facilities district are shown on a map on
file in the office of the City Clerk. (Parcels within the territory proposed to be annexed in the future may be annexed
only with the unanimous approval of the owner or owners of each parcel or parcels at the time that parcel or those
parcels are annexed.) The City Council hereby directs the City Clerk endorse the certificates set forth on the map
indicating its filing in the office of the City Clerk and evidencing the date and adoption of this resolution. The City
Council further directs the City Clerk to record a copy of the map with the Santa Clara County Recorder within 15
days after the adoption of this resolution, in accordance with the provisions of Section 3111 of the California Streets
and Highways Code.

4. Name of the Community Facilities District. The community facilities district proposed to be
formed shall be known as City of Milpitas Community Facilities District No. 2008-1 (Public Services).

5. Description of Services. The services proposed to be financed by the District (the “Services”) are
described in Exhibit B hereto. The cost of providing the Services includes “incidental expenses,” which include costs
associated with the creation of the District, determination of the amount of special taxes, collection or payment of
special taxes, or costs otherwise incurred in order to carry out the authorized purposes of the District. The Services
authorized to be financed by the District increase current service levels and are in addition to those currently
provided in the territory of the District and do not supplant services already available within that territory.
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6. Levy of Special Tax. Except where funds are otherwise available, a special tax sufficient to pay the
costs of the Services (including incidental expenses), secured by recordation of a continuing lien against all
nonexempt real property in the District, will be levied annually within the District. The rate, method of
apportionment, and manner of collection of the special tax are specified in Exhibit C.

7. Public Hearing. The City Council hereby fixes 7:00 p.m., or as soon thereafter as practicable, on
December 16, 2008, at the regular meeting place of the City Council, City Hall Council Chambers, 455 East
Calaveras Blvd., Milpitas, California, as the time and place for a public hearing on the establishment of the District
and the proposal to annex territory in the future.

8. Notice of Hearing. The City Council directs the City Clerk to publish a notice of the hearing, in
substantially the form attached hereto as Exhibit D, once not later than seven days prior to the date fixed for the
hearing, in The Milpitas Post, a newspaper of general circulation published in the area of the District.

9. Hearing Report. The City Council directs the City Engineer or his or her designee to study the
proposed District and, at or before the time of the hearing, to cause to be prepared and filed with the City Council a
report containing a brief description of the services that will in his opinion be required to adequately meet the needs
of the District, his estimate of the cost of providing those services; and the fair and reasonable cost of incidental
expenses to be incurred in connection therewith.

10. Description of Proposed Voting Procedures. If, at the conclusion of the public hearing, the City
Council adopts a resolution establishing the District, the City Council proposes to order an election by mailed ballot
and submit the question of the levy of the special tax to the qualified electors. The City Council hereby determines
that the Services are necessary to meet increased demands placed upon the City as a result of development occurring
within the boundaries of the District. Because fewer than twelve registered voters currently reside within the District,
the qualified electors shall be the landowners within the District, and each landowner who is the owner of record at
the close of the hearing shall have one vote for each acre or portion of an acre of land that such landowner owns
within the proposed District.

PASSED AND ADOPTED this day of 2008, by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

ATTEST: APPROVED:

Mary Lavelle, City Clerk Jose S. Esteves, Mayor

APPROVED AS TO FORM:

Michael J. Ogaz, City Attorney
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EXHIBIT A
CITY OF MILPITAS

AMENDED AND RESTATED
LOCAL GOALS AND POLICIES FOR
COMMUNITY FACILITIES DISTRICTS
(adopted October 21, 2008)

. INTRODUCTION.

Section 53312.7(a) of the California Government Code requires that the City Council of the City of Milpitas
(the “CITY™) consider and adopt local goals and policies concerning the use of the Mello-Roos Community Facilities
Act of 1982 (the “Act”), prior to the initiation of proceedings on or after January 1, 1994, to establish a new
community facilities district (“CFD) under the Act. On April 5, 2005, prior to the establishment of City of Milpitas
Community Facilities District No. 2005-1 (Public Services), the City Council adopted goals and policies concerning
the use of the Act to finance services. The following amended and restated goals and policies additionally address
the use of the Act to finance public facilities. These goals and policies may be amended or supplemented by
resolution of the City Council of the CITY at any time.

Il.  GOALS.

A. Services. Itis the goal of the CITY that new development generate sufficient additional revenues to fund
the CITY’s costs of providing the public services required by that development. The City Council will consider the
use of the Act to provide a portion of the required revenues.

B. Facilities. The City Council will consider the use of the Act for financing public facilities and
refinancing existing liens levied or bonds issued to finance public facilities, only in connection with the prospective
development of land in the CITY or as otherwise referenced in a development agreement to which the CITY is a
party. Any request for a CFD which is not integral to the development of land will require amendment of these goals
and policies and will be considered on a case by case basis.

C. Costs. All CITY and non-contingent consultant costs incurred in the evaluation and establishment of new
CFDs and annexations to existing CFDs will be paid by the proponents of the formation/annexation. With respect to
CFDs that finance facilities, the CITY shall use all reasonable efforts to reimburse all CFD formation/annexation
costs from CFD bond proceeds if and when CFD bonds are issued. Expenses incurred by the CITY that are not
chargeable to the CFD shall be borne by the proponent of the CFD.

I11. ELIGIBLE PUBLIC SERVICES AND FACILITIES.

A. Services. The specific services to be funded shall include all services authorized under the Act including,
but not limited to, police protection; fire protection; maintenance and lighting of parks, parkways, streets, roads,
street landscaping, and open space; flood and storm drainage protection; and plowing and removal of snow.

B. Facilities. The improvements eligible to be financed by a CFD must be owned by a public agency or
public utility and must have a useful life of at least five (5) years, except that up to five percent of the proceeds of a
debt issue may be used for facilities owned and operated by a privately-owned public utility. The improvements
must be consistent with any relevant specific plan approvals. A CFD shall not vest any rights to future land use on
any properties, including those which are responsible for paying special taxes.

The list of public facilities eligible to be financed by a CFD include, but are not limited to, the following:
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* Street Improvements « Utility relocations

» Street lighting » Elementary and secondary school sites
» Traffic signals and safety lighting and facilities

« Landscaping in public right-of-ways * Libraries

« Governmental facilities * Public utilities

« Sanitary sewer facilities » Police and fire protection facilities

« Storm drain facilities * Public parking structures

« Flood control facilities * Cultural facilities

« Potable and reclaimed water facilities » Child care facilities

* Parks and recreational facilities

The funding of public facilities to be owned and operated by public agencies other than the CITY shall be
considered on a case-by-case basis. If the proposed facilities are appropriate for financing by a CFD and are
consistent with approved land use plans or other governmental approvals for the property, the CITY may consider
entering into a joint community facilities agreement in order to finance these facilities. A joint agreement with the
public agency that will own and operate any such facility must be entered into prior to the adoption of the resolution
of formation, a resolution of change altering the CFD, or a resolution authorizing the issuance of bonds, except as
otherwise permitted under the Act.

IV. PRIORITIES FOR CFD FINANCING. Priority for CFD financing shall be given to public facilities
and services which are necessary for development, or otherwise required to satisfy any conditions of development.

V. CREDIT QUALITY REQUIREMENTS FOR CFD BOND ISSUES. All CFD bond issues should
have at least a four to one property value to public lien ratio after calculating the value of the financed public
improvements to be installed and any private improvements for which financing is reasonably assured, unless the
City Council finds and determines that the proposed bonds do not present any unusual credit risk or, by a four-fifths
vote, that the proposed bond issue should proceed for specified public policy reasons. Property value may be based
on either an appraisal or on assessed values as indicated on the county assessor’s tax roll. Any appraiser shall be
selected by the CITY, and the appraisal shall be based on standards determined applicable by CITY staff and
consultants. The appraisal must be dated within six months of the date the bonds are issued. The public lien amount
shall include the bond issue currently being sold plus any public indebtedness secured by a fixed lien on real property
currently existing against the properties to be taxed.

A reserve fund equal to the lesser of (i) ten percent of the original proceeds of the bond issue, (ii) the
maximum annual debt service on the bonds, or (iii) one hundred twenty-five percent of the average annual debt
service on the bonds is considered as appropriate for any bond issue where less than seventy-five percent of the
buildable acreage has been developed. A smaller reserve fund may be appropriate for bond issues in CFDs where
over a significant percentage of the buildable acreage has been developed. The reserve fund may be maintained by
or on behalf of a public financing authority, if such an authority purchases the CFD bonds, and need not be held
under the fiscal agent agreement pursuant to which the CFD bonds are issued. Less than a four to one property value
to public lien ratio, excessive tax delinquencies, or projects of poor economic viability may cause the CITY to
disallow the sale of bonds or require credit enhancement prior to bond sale.

If the CITY requires letters of credit or other security in connection with the issuance of bonds for a CFD, the
credit enhancement shall be issued by an institution, in a form and upon terms and conditions satisfactory to the
CITY. Any security required to be provided may be discharged by the CITY upon the opinion of a qualified
appraiser, retained by the CITY (at the expense of the CFD or the applicable landowner), that a value-to-lien ratio of
four to one has been attained. As an alternative to providing other security, a portion of the bond proceeds may be
placed in escrow with a corporate agent in an amount sufficient to assure a value-to-lien ratio of at least four to one
on the outstanding proceeds, or other appropriate release requirements.
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V1. DISCLOSURE REQUIREMENTS FOR PROSPECTIVE PROPERTY PURCHASERS.

A. Disclosure Requirements for Developers. Developers who are selling lots or parcels that are within a
CFD shall provide disclosure notice to prospective purchasers that complies with all of the requirements of Section
53341.5 of the Government Code. The disclosure notice must be provided to prospective purchasers of property at or
prior to the time the contract or deposit receipt for the purchase of property is executed. Developers shall keep an
executed copy of each disclosure document as evidence that disclosure has been provided to all purchasers of
property within a CFD, and shall provide the CITY with a copy of each such disclosure document.

B. Disclosure Requirements for the Resale of Lots. The CITY’s Finance Director shall provide a notice of
special taxes to sellers of property (other than developers) which will enable them to comply with their notice
requirements under Section 1102.6 of the Civil Code. This notice shall be provided by the Finance Director within
five working days of receiving a written request for the notice, unless otherwise permitted under the Act. A
reasonable fee may be charged for providing the notice, not to exceed any maximum fee specified in the Act.

VII. EQUITY OF SPECIAL TAX FORMULAS AND MAXIMUM SPECIAL TAXES. Special tax
formulas for CFDs shall provide for minimum special tax levels which satisfy the following expenses of a CFD:
(a) 110 percent gross debt service coverage for all CFD bonded indebtedness, (b) the cost of providing the authorized
services, (c) the projected administrative expenses of the CFD, and (d) amounts equal to the differences between
expected earnings on any escrow fund and the interest payments due on bonds of the CFD. Additionally, the special
tax formula may provide for the following: (a) any amounts required to establish or replenish any reserve fund
established in association with the indebtedness of the CFD, (b) the accumulation of funds reasonably required for
future debt service, (c) amounts equal to projected delinquencies of special tax payments, (d)the costs of
remarketing, credit enhancement and liquidity facility fees, (e) the cost of acquisition, construction, furnishing or
equipping of facilities, (f) lease payments for existing or future facilities, (g) costs associated with the release of
funds from an escrow account, and (h) any other costs or payments permitted by the Act and applicable law.

The special tax formula shall be reasonable and equitable in allocating the costs of the services and the public
facilities financed by the CFD to parcels within the CFD, unless otherwise agreed to by at least the owners of two-
thirds of the property to be subject to the special tax. Exemptions from the special tax may be given to parcels which
are publicly owned, are held by a property owners’ association, are used for a public purpose such as open space or
wetlands, are affected by public utility easements making impractical their utilization for other than the purposes set
forth in the easements, or have insufficient value to support bonded indebtedness.

The total projected property tax levels for any CFD shall not exceed any maximum specified in the Act. The
annual increase, if any, in the maximum special tax for any parcel shall not exceed any maximum specified in the
Act. The increase in the special tax levied on any parcel as a consequence of delinquency or default by the owner of
any other parcel shall not exceed any maximum specified in the Act.

The CITY shall retain a special tax consultant to prepare a report which: (a) recommends a special tax for
the proposed CFD, and (b) evaluates the special tax proposed to determine its ability to adequately fund the identified
services and /or public facilities, CFD administrative costs, and other related expenditures. Such analysis shall also
address the resulting aggregate tax burden of all proposed special taxes plus existing special taxes, ad valorem taxes
and assessments on the properties within the CFD.

VIIl. APPRAISALS. The definitions, standards and assumptions to be used for appraisals shall be
determined by CITY staff on a case-by-case basis, with input from CITY consultants and CFD proponents, and by
reference to relevant materials and information promulgated by the State of California. In any event, the value-to-
lien ratio shall be determined based upon an appraisal by an independent MAI appraiser of the proposed CFD. The
appraisal shall be coordinated by and under the direction of the CITY. All costs associated with the preparation of
the appraisal report shall be paid by the proponents of the CFD through an advance deposit mechanism. The CITY
shall have discretion to retain a consultant to prepare a report to verify market absorption assumptions and projected
sales prices of the properties which may be subject to the maximum special tax in the CFD.

IX. TERMS AND CONDITIONS OF BONDS. All terms and conditions of any CFD bonded
indebtedness shall be established by the CITY, after consultation with the CITY’s consultants, CITY staff and the
proponents of the CFD. The CITY will control, manage and invest, or cause to be controlled, managed and invested,
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all CFD bond proceeds. Each bond issue shall be structured so as to eliminate any adverse impact on the bonding
capacity or credit rating of the CITY. The City Council shall at all times retain the discretion as to if and when any
bonds shall be issued for a CFD.

All statements and material related to the sale of bonds shall emphasize and state that neither the faith, nor
general credit of the CITY is pledged to security or repayment of the bonds. The sole source of pledged revenues to
repay CFD bonds shall be the special taxes, bond proceeds and reserve funds held under the bond document, and the
proceeds of foreclosure proceedings and additional security instruments provided at the time of bond issuance, unless
otherwise specifically agreed to in writing by the CITY.

X. CFD INITIAL COSTS. All CITY and consultant costs incurred in the evaluation of CFD
applications and the establishment of CFDs will be paid by the proponents of the CFD by advance deposit
increments. The CITY shall use reasonable efforts not to incur any non-reimbursable expenses for processing and
administering CFDs. In general, expenses not chargeable to the CFD shall be directly borne by the proponents of the
CFD.

XI. USE OF CONSULTANTS. The CITY shall select all consultants necessary for the formation of (or
annexation to) and administration of a CFD and the issuance of bonds, including the underwriter(s), bond counsel,
financial advisors, appraiser, any market absorption consultant and the special tax consultant. Prior consent of any
proponent of a CFD shall not be required in the determination by the CITY of the consulting and financing team.

XIl. EXCEPTIONS TO THESE POLICIES. The CITY may find that a waiver of any of the above
stated policies is reasonable given identified CITY benefits to be derived from such waiver. Such waivers only will
be granted by action of the City Council.
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EXHIBITB
DESCRIPTION OF SERVICES

The community facilities district is established to finance any one or more of the following types of services
within the District:

@ Police protection services, including, but not limited to, criminal justice services. However, criminal
justice services shall be limited to providing services for jails, detention facilities, and juvenile halls.

(b) Fire protection and suppression services, and ambulance and paramedic services.
©) Maintenance and lighting of parks, parkways, streets, roads, street landscaping, and open space.

(d) Flood and storm protection services, including, but not limited to, the operation and maintenance of
storm drainage systems.

(e) Services with respect to removal or remedial action for the cleanup of any hazardous substance
released or threatened to be released into the environment.
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EXHIBITC

City of Milpitas
Community Facilities District No. 2008-1
(Public Services)
Santa Clara County, California

RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

1. Basis of Special Tax Levy

A Special Tax authorized under the Mello-Roos Community Facilities Act of 1982 (Act) applicable to the land in the
Community Facilities District No. 2008-1 (Public Services) (CFD) of the City of Milpitas (City) shall be levied and
collected according to the tax liability determined by the City through the application of the appropriate amount or
rate, as described below.

2. Definitions

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, Sections 53311 and following of the
California Government Code.

“Administrative Expenses” means the actual or estimated costs incurred by the City to form the CFD and to
determine, levy and collect the Special Taxes, including, but not limited to, compensation of City employees for
administrative work performed in relation to the CFD, the fees of consultants and legal counsel; the costs of
collecting installments of the Special Taxes upon the general tax rolls; preparation of required reports; and any other
costs required to administer the CFD as determined by the City.

“Administrator” means the Finance Director of the City, or his or her designee.

“Affordable Housing” means a Dwelling Unit on a Developed Parcel that is subject to deed restrictions, resale
restrictions, and/or regulatory agreements recorded on the property that provide housing for persons that meet Low,
Very Low, or Extremely Very Low income levels pursuant to the California Health & Safety Code Sections 5079.5,
50105, or 50106. The Dwelling Unit shall no longer be considered Affordable Housing following the termination of
the agreement containing covenants or similar instruments.

“Annexation Parcel” means any Parcel that is annexed to the CFD after it is formed.

“Annual Costs” means for each Fiscal Year, the total of 1) Authorized Services 2) Administrative Expenses; and 3)
any amounts needed to cure actual or estimated delinquencies in Special Taxes for the current or previous Fiscal
Year.

“Authorized Services” mean those services, as listed in the resolution forming the CFD.

“Base Year” means the Fiscal Year beginning July 1, 2009 and ending June 30, 2010.

“Certificate of Occupancy” means a permit issued by the City authorizing the occupancy of a Dwelling Unit.

“CED” means the Community Facilities District No. 2008-1 (Public Services) of the City of Milpitas, Santa Clara
County, California.

“City” means the City of Milpitas in Santa Clara County, California.

“Council” means the City Council of the City of Milpitas acting for the CFD under the Act.
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“County” means the County of Santa Clara, California.

“County Assessor's Parcel” means a lot or Parcel with an assigned Assessor's Parcel Number in the maps used by
the County Assessor in the preparation of the tax roll.

“County Median Income” means the current median income for the County as determined by the U.S. Department
of Housing and Urban Development, or successor agency as published annually by the State Department of Housing
and Community Development pursuant to the Health & Safety Code Section 50093 et. seq.

“Developed Parcel” means a Parcel that has Certificate of Occupancy for residential land uses issued after January
1, 2009:

“Dwelling Unit(s)” means the number of taxable developed residential unit(s) assigned to a Parcel, or a portion
thereof, by the Administrator.

“Extremely Low-Income Affordable” means a Dwelling Unit located on a Developed Parcel that is Affordable
Housing for households with incomes at or below 30 percent of the County Median Income.

“Fiscal Year” means the period starting July 1 and ending the following June 30.

“Low-Income Affordable” means a Dwelling Unit located on a Developed Parcel for Affordable Housing for
households with incomes at or below 80 percent of the County Median Income.

“Market-Rate” means a Dwelling Unit located on a Developed Parcels that is not Affordable Housing.

“Maximum Annual Special Tax” means the greatest amount of Special Tax that can be levied against a Developed
Parcel calculated by summing the Maximum Annual Special Tax Rate for each Dwelling Unit and Tax Category
assigned to a Developed Parcel.

“Maximum Annual Special Tax Rate per Unit” means the amount shown in Attachment 1 for a Fiscal Year that
is assigned to a Dwelling Unit by Tax Category.

“Parcel” means any County Assessor's Parcel in the CFD based on the equalized tax rolls of the County as of
January 1 of each Fiscal Year.

“Parcel Number” means the Assessor's Parcel Number for any Parcel based on the equalized tax rolls of the County
as of January 1 of each Fiscal Year.

“Public Parcel” means any Parcel, in its entirety, that is or is intended to be publicly owned that is normally exempt
from the levy of general ad valorem property taxes under California law, including public streets, schools, parks, and
public drainageways; public landscaping, wetlands, greenbelts, and public open space. These parcels are exempt
from the levy of Special Taxes. Any such Parcel shall be a Tax-Exempt Parcel.

“Second Family Unit” means an attached or detached additional residential dwelling unit on a single-family
residential Developed Parcel. The Second-Family Unit is not considered a Dwelling Unit in terms of assigning the
Maximum Annual Special Tax.

“Special Tax(es)” mean(s) any tax levy under the Act in the CFD.
“Tax Category” means the four categories of housing Dwelling Units shown in Attachment 1.

“Tax Collection Schedule” means the document prepared by the Administrator for the County Auditor-Controller to
use in levying and collecting the Special Taxes each Fiscal Year.

“Tax Escalation Factor” means an annual percentage increase in the Maximum Annual Special Tax Rate per Unit
based upon the Consumer Price Index (CPI) (as of February, San Francisco, All Urban Consumers (CPI-U) Index),
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the CPI (prior calendar year annual average, San Francisco, All Urban Wage Earners and Clerical Workers), or 2
percent, whichever is greater. The Tax Escalation Factor is applied in each Fiscal Year following the Base Year.

“Taxable Parcel” means any Parcel that is not a Tax-Exempt Parcel.
“Tax-Exempt Parcel” means a Parcel not subject to the Special Tax. Tax-Exempt Parcels are Public Parcels

(subject to the limitations set forth in Section 4, below), Undeveloped Parcels, and nonresidential use parcels, such as
commercial, office, retail, industrial, etc.

“Undeveloped Parcel” means a Parcel which is not a Developed Parcel.

“Very Low-Income Affordable” means a Dwelling Unit located on a Developed Parcel, that is Affordable Housing
for households with incomes at or below 50 percent of the County Median Income.

3. Duration of the Special Tax
Parcels in the CFD will remain subject to the Special Tax in perpetuity.

If the Special Tax ceases to be levied, the City shall direct the County Recorder to record a Notice of Cessation of
Special Tax. Such notice will state that the obligation to pay the Special Tax has ceased and that the lien imposed by
the Notice of Special Tax Lien is extinguished. The Notice of Cessation of Special Tax shall additionally identify the
book and page of the Book of Maps of Assessment and Community Facilities Districts where the map of the
boundaries of the CFD is recorded.

4. Assignment of Maximum Annual Special Tax

A. Classification of Parcels. By June 30 of each Fiscal Year, using the Definitions in Section 2 above, the
parcel records of the Assessor's Secured Tax Roll as of January 1, and other City development approval
records, the Administrator shall cause:

1. Each Parcel to be classified as a Developed Parcel or Tax-Exempt Parcel;
2. Each Developed Parcel is assigned a number of Dwelling Units; and

3. Each Dwelling Unit is further classified as a Market Rate, Low-Income Affordable, Very Low-
Income Affordable, or Extremely Low-Income Affordable.

B. Assignment of Maximum Annual Special Tax.

Attachment 1 shows the Base Year Maximum Annual Special Tax Rates per Unit. Each Fiscal Year
following the Base Year, the Maximum Annual Special Tax Rate per Unit may be increased in
accordance with the Tax Escalation Factor.

The Maximum Annual Special Tax is then assigned to Taxable Parcels using the steps below.

1. Developed Parcels. Dwelling Units are assigned by the Administrator by Tax Category (as shown
in Attachment 1) to Developed Parcels. The Maximum Annual Special Tax for each Developed
Parcel is the sum of the Maximum Annual Special Tax Rates per Unit (as increased by the Tax
Escalation Factor each Fiscal Year after the Base Year) for each Dwelling (and Tax Category
assigned thereto).

2. Undeveloped Parcels. Undeveloped Parcels are Tax-Exempt Parcels until developed as one of the
residential uses discussed above.

C. Conversion of a Tax-Exempt Parcel to a Taxable Parcel. If a Tax-Exempt Parcel is not needed for public
use and is converted to a taxable use or transferred to a private owner, it shall become subject to the
Special Tax. The Maximum Annual Special Tax for such a Parcel shall be assigned according to the
Sections 4.A and 4.B above. Conversely, if a privately owned parcel is converted to a public use, it shall
become tax-exempt.
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5. Calculating Annual Special Taxes

The Administrator shall compute the Annual Costs and determine the Maximum Annual Special Tax for each
Taxable Parcel based on the assignment of the Special Tax in Section 4. The Administrator will then determine the
tax levy for each Taxable Parcel using the following process:

A. Compute the Annual Costs using the definition of Annual Costs in Section 2.
B. Calculate the Special Tex levy for each Developed Parcel by the following steps:

Step1  Compute 100 percent of the Maximum Annual Special Tax Revenue for all Developed
Parcels.

Step 2:  Compare the Annual Costs with the Maximum Annual Special Tax revenue calculated in the
previous step.

Step 3: If the Annual Costs are less than the Maximum Annual Special Tax Revenue, decrease
proportionately the Special Tax levy for each Developed Parcel until the revenue from the
Special Tax levy equals the Annual Costs.

C. Levy on each Taxable Parcel the amount calculated above.

D. Prepare the Tax Collection Schedule and, unless an alternative method of collection has been selected
pursuant to Section 9, send it to the County Auditor requesting that it be placed on the general, secured
property tax roll for the Fiscal Year. The Tax Collection Schedule shall not be sent later than the date
required by the Auditor for such inclusion.

The Administrator shall make every effort to correctly calculate the Special Tax for each Parcel. It shall be the
burden of the taxpayer to correct any errors in the determination of the parcels subject to the tax and their Special Tax
assignments.

6. Records Maintained for the CFD
As development and subdivision occurs within the CFD, the Administrator will maintain a file containing records of
the following information for each Parcel:

e The current County Assessor’s Number;

o Number of Dwelling Units assigned by the Administrator to Developed Parcels; and

e The Tax Category for each Dwelling Unit assigned to a Developed Parcel.

The file containing the information listed above will be available for public inspection.

7. Appeals

Any taxpayer who feels that the amount of the Special Tax assigned to a Parcel is in error may file a notice with the
Administrator appealing the levy of the Special Tax. The Administrator will then promptly review the appeal, and if
necessary, meet with the applicant. If the Administrator verifies that the tax should be modified or changed, the
Special Tax levy shall be corrected and, if applicable in any case, a refund shall be granted.

Interpretations may be made by Resolution of the Council for purposes of clarifying any vagueness or ambiguity as it
relates to the Special Tax rate, the method of apportionment, the classification of properties or any definition
applicable to the CFD.

8. Prepayment of the Special Tax Obligation
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The Maximum Annual Special Tax for a Taxable Parcel may not be prepaid. The Special Tax is collected to fund
Authorized Services in perpetuity, or until the Council determines that the Special Tax should no longer be collected.

9. Manner of Collection

The Special Tax will be collected in the same manner and at the same time as ad valorem property taxes, provided,
however, that the Administrator or its designee may directly bill the Special Tax and may collect the Special Tax at a
different time, such as on a monthly or other periodic basis, or in a different manner, if necessary, to meet the City’s
financial obligations.

Attachment 1

City of Milpitas

CFD No. 2008-1 (Public Services)

Maximum Annual Special Tax Rates Per Unit Base Year 2009-2010

Maximum
Annual Special
Dwelling Unit Tax Rate
Tax Category Per Unit
[1]
Market Rate $510
Low-Income Residential [2] $408
Very Low-income Residential [3] $255
Extremely Low-Income Residential $0
"att_1"

[1] May be increased by the Tax Escalation Factor in each
Fiscal Year after the Base Year 2009-2010.

[2] Initially set at 80% of the Market-Rate Maximum Annual
Special Tax Rate per Unit. When such Parcel is no longer
subject to Affordable Housing status, it will be assigned to
the Market Rate Tax Category.

[3] Initially set at 50% of the Market-Rate Maximum Annual
Special Tax Rate per Unit. When such Parcel is no longer
subject to Affordable Housing status, it will be assigned to
the Market Rate Tax Category.

[4] Initially set at 0% of the Market-Rate Maximum Annual

Special Tax Rate per Unit. When such Parcel is no longer
subject to Affordable Housing status, it will be assigned to

the Market Rate Tax Category.

J:\Resolutions\9\90009_R.doc 12 Resolution No.



EXHIBIT D

NOTICE OF PUBLIC HEARING ON PROPOSED ESTABLISHMENT OF CITY OF MILPITAS
COMMUNITY FACILITIES DISTRICT NO. 2008-1 (PUBLIC SERVICES) AND FUTURE ANNEXATION
OF TERRITORY

NOTICE IS HEREBY GIVEN that the City Council of the City of Milpitas on October 21, 2008, adopted
its Resolution No. , in which it declared its intention to establish a community facilities district and to
levy a special tax to pay for certain services, all pursuant to the provisions of the Mello-Roos Community Facilities
Act of 1982, Chapter 2.5, Part 1, Division 2, Title 5 of the California Government Code. The resolution describes the
boundaries of the proposed district, the services proposed to be financed, and the rate, method of apportionment, and
manner of collection of the proposed special tax. The resolution also declares the City’s intention to provide for
future annexation of the remaining territory within the City into the district. The City proposes to tax all interests in
property that may be taxed under the Act. For further details, the resolution is available in the office of the City
Clerk at City Hall, 455 East Calaveras Blvd., Milpitas, California.

NOTICE IS HEREBY FURTHER GIVEN that the City Council has fixed December 16, 2008, at the hour
of 7:00 p.m., or as soon thereafter as the matter may be heard, at City Hall Council Chambers, 455 East Calaveras
Blvd., Milpitas, California, as the time and place when and where the City Council will hold a public hearing to
consider the establishment of the district. At the hearing, the testimony of all interested persons, including all
persons owning property in the area, or taxpayers for or against the establishment of the district, the extent of the
district, the furnishing of the specified services, the levy of the special tax will be heard, and the future annexation of
territory into the district will be heard.

If six registered voters residing within the proposed district or the owners of one-half or more of the area of
land in the territory included in the district and not exempt from the special tax file written protests against the
establishment of the district, and the protests are not withdrawn so as to reduce the value of the protests to less than a
majority, the creation of the district and the tax levy shall not be considered for a period of one year from the date of
the decision of the City Council after the hearing.

NOTICE IS HEREBY FURTHER GIVEN that if, at the conclusion of the public hearing, the City Council
determines to establish the district, the City Council will order an election to be held by the landowners of the district
by mailed ballot, with each landowner having one vote for each acre or portion of an acre of land that such
landowner owns within the proposed district, on the question of levying the special tax.

DATED: , 2008

Mary Lavelle, City Clerk
City of Milpitas

J:\Resolutions\9\90009_R.doc 13 Resolution No.
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I.  INTRODUCTION AND SUMMARY OF FINDINGS

As a part of the creation of the Public Facilities Financing Plan element for the Transit
Area Specific Plan (TASP), the City of Milpitas commissioned the preparation of this
fiscal mitigation and services plan analysis. This report provides a fiscal addendum to
the Financing Plan and presents technical analysis for implementation of the fiscal
mitigation policy in the TASP. The Transit Area Specific Plan map is shown in Figure 1.

One of the primary objectives for the Transit Area is the funding of ongoing public
services without adversely affecting the City’s fiscal outlook, and specifically, to assure a
stable, ongoing source of funding to sustain the quality of life in the TASP.

This fiscal analysis provides a basis for evaluating the potential amount and timing of
the necessary General Fund services compared to revenues to provide a basis for
structuring financial mechanisms to mitigate potential annual fiscal impacts. This
analysis is focused on ongoing annual revenue and costs related to the General Fund;
capital facility and infrastructure funding are addressed in the Financing Plan.

The fiscal analysis is based on pending TASP development plans and interviews with
key City staff. Key General Fund services, costs and revenues have been developed
through discussions with City departments, evaluation of budget documents, and
analyses conducted by the City staff. This analysis measures the increase in major
revenues accruing to the City from new development and additional expenses
associated with providing necessary public and community services as part of the
development. These net impacts are compared against a baseline impact represented by
the actual fiscal picture associated with the current revenues and expenditures in the

- Transit Area.

The estimates in this analysis are likely to change as a result of programmatic changes,
actual service demands, future City fiscal conditions and staffing costs, and economic
conditions which vary over time and may be revised as more detailed studies are
conducted. The method selected for fiscal mitigation will also affect the magnitude of
the potential charges per residential unit; for example, charges may depend on whether
the burden is spread to all Specific Plan units, the extent to which the commercial

- development shares in mitigation, and the timing of the mitigation.
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Transit Area Specific Plan
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Final Report
Fiscal Mitigation and Services Plan for the Milpitas Transit Area Specific Plan
| Rev'd Qctober 14, 2008

SUMMARY OF FINDINGS

1. A fiscal imbalance may exist by the end of Phase I because of General Fund service
costs to the TASP exceeding General Fund revenues from the TASP.

Annual ongoing operating costs associated with the new development will exceed
revenues generated in Phase I by about $2.0 million, equivalent to approximately $510
per Phase I TASP unit. Phase I is assumed to extend over about 9 years and result in
roughly 4,000 additional residential units. Table 1 summarizes the future development
impacts of the Project by the end of Phase I and by buildout.

2. The annual fiscal imbalance could increase to $5.5 million by the end of the Specific
Plan buildout, assuming no new hotel is built.

After Phase I, new land uses includes more commercial development than in Phase 1,
resulting in additional employee-related service costs without a significant increase in
revenues to the General Fund and from the existing CFD. In addition, public safety cost
increases above inflation contribute to a significant share of the fiscal impact, and will
also affect Citywide budget conditions if this trend occurs. Construction of a new hotel
could reduce the fiscal imbalance to $5.0 million because of additional hotel taxes.

3. In aqddition to the General Fund impact, the Project will result in other impacts to
the City. ‘
The portion of the Project located in the redevelopment area will result in significant
revenues generated to the Redevelopment Agency. Other revenues not shown include
gas taxes that will be used for road capital improvement projects, and the 20 percent
share of hotel taxes used for library and performing arts funding purposes that will
increase as a result of the TASP development.

4. The diversion of General Fund revenues to redevelopment will benefit the entire
TASP.

This diversion of property tax is the primary reason why the fiscal shortfalls occur.
However, the use of these funds will provide benefits by helping to fund TASP
infrastructure that will enable development and provide benefits to all properties within
the TASP. Development in the TASP could generate $17.7 million annually in tax
increment for redevelopment purposes and housing set-aside funds at buildout of the
TASP.

5. The actual timing and magnitude of the fiscal mitigation will be resolved in the
creation of the CFD.

Analysis as a part of the new CFD creation will establish when the CFD special tax will
be triggered, which units will be subject to the tax, whether and to what extent
commercial uses will be subject to the tax, and the maximum tax by land use. Periodic
fiscal monitoring will be established, and adjustments triggered by fiscal conditions such
as construction of a new hotel and sunsetting of redevelopment tax increment diversion
will be evaluated.
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Table 1
Miipitas Fiscal Analysis Summary
Milpitas Transit Area Specific Plan; EPS# 17107

item Phase | Buildout w/ Hotel [1] Buildout wio Hotel [2]
MILPITAS GENERAL FUND REVENUES
Taxes
Total Property Tax (City Share) $2,302,000 $5,349,000 $5,222,000
(less) Redevelopment ($1.482.000) ($3.538,000) ($3.436.000}
Property Tax : $820,000 $1,811,000 $1,785,000
Property Tax in Lieu of VLF $491,000 $1,067,000 $1,043,000
Sales and Use Tax $993,000 - $2,055,000 $2,055,000
Real Estate Transfer Tax $43,000 $100,000 $100,000
Garbage Commercial Franchise Tax $4,000 $76,000 $65,000
Garbage Non-Commercial Franchise Tax $70,000 $125,000 $125,000
Other Franchise Taxes $182,000 $368,000 $362,000
Business License Tax $1,000 $29,000 $25,000
Hotel/Motel Tax $185.000 $1,073,000 $401,000
Subtotal $2,789,000 $6,704,000 $5,061,000
Other Revenues
Licenses and Permits $256,000 3459,000 $459,000
Fines and Forfeitures $92.000 £165,000 $165,060
Motor Vehicle License Fees 63,000 113.000 113,000
Subtotal $411,000 $737,000 $737,000
Total General Fund Revenues $3,200,000 $7,441,000 $6,698,000
MILPITAS GENERAL FUND EXPENDITURES
General Administration $135,000 $242.000 $242 000
Police $2,152,000 $5,401,000 $5,228,000
Fire $1,332,000 $3,343,000 $3,236,000
Public Works 51,069,000 $2,313,000 $2,313,000
Parks and Recreation $526,000 $1.137.000 $1.1 3?,0@0
Total General Fund Expendifures $5,214,000 $12,436,000 $12,156,000
Net Annual Fiscal Balance ($2,014,000) ($4,995,000) ($5,458,000)
Additional CFD Required [3] ($510) ($700) ($770)

Note: Real $2008.

[1] At end of Phase 4 with the hotel component.
[2] At end of Phase 4 without the hotet component,
[3] Rounded; per residential unit in the TASP area.

Sources: Milpitas Final Budget FY 2007-08; Economic & Planning Systems.

Economic & Planning Systems, Inc.  10/13/2008
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II. TPROJECT DESCRIPTION

Redevelopment of the Milpitas Transit Area is assumed to occur over a 20-year period
and will consist of four phases.! It is assumed that construction will begin in year 0 with
the first completed units anticipated for occupancy in year 1. Phase I is assumed to
occur through year 9 and consists of the parcels most likely to develop initially, followed
by Phase II through year 13, Phase III through year 19, and Phase IV in year 20. Table 2
provides a summary of land uses, population, employment, and infrastructure along
with associated phasing (Appendix A, Table 14, provides a more detailed annual
breakdown of the phasing assumptions). This summary is consistent with the land use
plan and program presented as part of the TASP Financing Plan. Actual timing will
depend on a number of factors, including refinement of the program, construction
staging, and economic conditions.

The land use program includes 7,100 residential units, including 3,638 for-sale and 3,471
rental units. For-sale unit values range from $412,700 to $430,600 while rental unit
values are capitalized at $227,400 per unit. The commercial component consists of
approximately 287,000 square feet of new retail space, 994,000 square feet of office space,
and 350 hotel rooms. The commercial values are assumed at $250 per square foot for
retail, $275 per square foot for office, and $152,900 per hotel room. About 75 percent of
the residential for-sale units and 84 percent of residential rentals as well as all of the
commercial uses are planned to be developed within the redevelopment area with 15
percent of the residential units within the redevelopment area planned to be affordable.

Public facilities include approximately 10.7 acres of linear parks and trails, 31 acres of
parks and ball fields, and about 18 miles of roadways and streetscape. The annual cost
estimates are based on operating expenditures for maintenance, as well as for the
provision of police and fire protection to residents, employees and visitors, delivery of
certain community programs and services and other services. The current levels of
Milpitas population and employment estimates along with other citywide factors are
provided in Table 3. :

1 Phase V is excluded from this analysis based on the input from City staff.
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Table 2
Project Description Summary (Hotel Scenario)
Milpitas Transit Area Specific Plan; EPS# 17107

Land Use End of Phase |  Buildout w/ Hotel [1] Buildout w/o Hotel [2]
Residential (annual
For-Sale, Multifamily 128 26 26
Rental, Multifamily 132 1 1
For-Sale Multifamily Mixed Use 63 55 56
Rental Multifamily Mixed Use 118 54 54
Total Residential 441 136 136
Residential (cumulative)
For-Sale, Multifamily 1,152 1,756 1,756
Rental, Multifamily : 1,188 1,407 1,407
For-Sale Multifamily Mixed Use 567 1,882 _ 1,882
Rental Multifamily Mixed Use 1,062 2.064 . 2,064
Total Residential 3,969 7,109 7,109
Commercial (cumulative)
Retail {sq.ft.) 100,022 287,076 287,076
Office (sq.ft.) 0 993,840 993,840
Hotel Rooms 0 350 0
Population 9,702 17,377 17,377
Employment _ 243 4,993 4,275 .
Daytime Population 9,823 19,873 19,515
Infrastructure
Roadways and Streetscape {linear feet) 4,660 2,220 2,220
Cumulative 41,940 93,200 93,200
Linear Parks and Trails {acres) 0.69 0.19 0.19
Cumulative 6.18 10.85 10.65
Parks and Recreation (acres) 1.4 0.8 0.9
Cumulative 12.4 . 31.0 31.0

[1] At end of Phase 4 with the hotel component.
[2] At end of Phase 4 without the hotel component.

Source; Economic & Planning Systems, Inc.
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Table 3
Citywide 2008 Population and Employment Estimates  (Hotel Scenario)
Milpitas Transit Area Specific Plan; EPS# 17107

Category Total
Demographics
Population ‘ ' 65,276
Households [1] 18,376
Employment [1] 47 .650
Daytime Population 2] . 89,101
Other Citywide Factors ‘
Miles of Streets : 138
Number of Street Lights ‘ 4,331
Acres of Parkland 171.6

[1] The growth rate between 2005 and 2010 is applied to ABAG to estimate 2008 numbers.
[21 A total of population and 1/2 of employment. ‘

Sources: ABAG Projections 2007, City of Milpitas, and Economic & Planning Sysltems, Inc.
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III. KEY ASSUMPTIONS AND METHODOLOGIES

This chapter describes the basis for the fiscal estimates also summarized in Table 4. The
chapter references additional tables included in Appendix A showing the detailed
assumptions and calculations. As noted previously, the fiscal results are highly
dependent on these assumptions and calculations, and are likely to change following
further detailed review and revision.

REVENUES

The revenue estimates described in this chapter are based on the Project’s development
program and associated assumptions. Appendix A, Table 5, shows the General Fund
revenues annually over the 20-year buildout period. The actual timing will depend on
future economic conditions.

PROPERTY TAX

Property tax based on 1.0 percent of assessed value will be collected from the land and
improvements in the TASP. This analysis assumes real growth in new property value of
1.0 percent annually above inflation. This level of growth is likely to exceed the
mandated 2.0 percent annual assessed value increase, as a result of re-assessments upon
the re-sale of property. Given that a level of development already exists in the Transit
Plan area, the existing property tax revenue is compared with projected revenue for the
Project to estimate the increase. Appendix A, Table 6, shows the property tax
calculation for the portion of the Project located within the redevelopment area. The
taxes collected will be used for redevelopment purposes. A 20 percent portion of the
“tax increment” collected is required by California Redevelopment Law to be passed-
through to taxing entities (including the City General Fund), and 20 percent is required
to be allocated to affordable housing purposes. The remainder is available for
redevelopment, namely the funding of capital improvements including payment of debt
service that extends beyond the initial development period. After buildout of TASP, tax
increment not otherwise committed to debt service or other redevelopment purposes
could be available for distribution to taxing entities, including the General Fund.

Appendix A, Table 7, shows the property tax calculation for the portion of the project
located outside of the redevelopment area. Appendix A, Table 8, combines the property
tax calculations for the redevelopment and non-redevelopment areas into the total
property tax revenue estimate for the TASP.
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Final Report
Fiscal Mitigation and Services Plan for the Milpitas Transit Area Specific Plan
Rev'd October 14, 2008

PROPERTY TAX IN-LIEU OF VEHICLE LICENSE FEE

Recent changes in the State budget converted a significant portion of Motor Vehicle
License Fee (VLF) subventions, previously distributed by the State based on a per-capita
formula, into property tax distributions. These distributions increase over time based on
assessed value growth within each entity. The estimates of the amount generated by the
TASP are based on the area’s contribution to citywide assessed value growth and are
calculated in Appendix A, Table 8.

SALES TAX

The City’s General Fund receives 1.0 percent of taxable sales within Milpitas. Sales tax
will be generated by new residents and commercial uses in the TASP, including retail
stores and restaurants patronized by hotel guests, residents and other visitors.
Expenditures by the TASP residents spent elsewhere in Milpitas will also produce sales
tax to the City, as shown in Appendix A, Table 9. Although non-retail commercial uses
also contribute to taxable sales from business-to-business taxes and from employee
expenditure, this analysis does not include sales tax generated by commercial uses other
than retail in the TASP. Development of the proposed BART station may enhance the
potential generation of sales in the TASP and the City’s associated sales tax revenue.

REAL ESTATE TRANSFER TAX

The City receives a property transfer tax of $0.55 per $1,000 of transferred value. The tax
estimate is based on the value of residential for-sale units upon resale. Although
residential rental property and commercial property will result in additional generation
of the real estate transfer tax, these uses are excluded from this analysis because of the
assumption that no sale will occur within the forecast period. Revenues would be
greater to the extent that residential rental and commercial transfers occur. Real estate
transfer calculations are shown in Appendix A, Tables 6 through 8. One-time transfer
tax revenues will also be generated upon the initial sale of new units; however this is not
included since the amount and timing is uncertain and can fluctuate significantly, and it
will not exist upon buildout, and should not be relied upon to fund ongoing services.

FRANCHISE TAX

The Project will generate additional franchise fees from utility providers for services
such as garbage, electricity and gas. The fiscal analysis estimates franchise fee revenue
based on a per-capita, per-employee, and per-daytime population approaches, as shown
in Table 4.
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Final Report

‘Fiscal Mitigation and Services Plan for the Milpitas Transit Area Specific Plan
Rev’d October 14, 2008

BUSINESS LICENSE

For estimating purposes, the fiscal analysis uses a per-employee approach based on total
jobs in Milpitas. The resulting factor is multiplied by the projected jobs in TASP, as
shown in Table 4.

HOTEL/MOTEL TAX

Hotel/Motel Tax will be generated by the proposed hotel in the TASP with the schedule
of revenues dependent on the phasing of the hotel component. Before development of a
new hotel, Hotel/Motel Tax revenue is assumed to be generated by visitors associated
with new residential and commercial development that will stay in the existing hotels
and motels in the City. As the new hotel is built, proceeds are calculated based on per-
room approach and are shown in Appendix A, Table 10. The City currently receives 10
percent of room charges with 2 percent dedicated to libraries and performing arts. The
Hotel/Motel tax revenues at buildout will be $62 per capita in TASP, slightly below the
citywide average of $75 per capita.

LICENSES AND PERMITS

The Project is estimated to generate annual Licenses and Permits fee revenues. These
revenues consist of building permits and fire permits which are primarily construction-
related. Given the Transit Area’s plan for higher density development, these revenues
are based on a per-capita approach and are discounted by 50 percent, as demonstrated
in Table 4.

FINES AND FOREFEITURES

Fines and Forfeitures will be generated as result of the Project. These revenues are based
on a per-capita approach and are demonstrated in Table 4.

MOTOR VEHICLE IN-LIEU

Motor Vehicle License Fees are a state subvention derived from the payments made by
residents for the licensing of vehicles. Related revenues previously subvented to cities
and counties on a per-capita basis are now distributed in the form of property tax and

increased based on assessed value growth. The fiscal analysis estimates the VI.F on a
per-capita basis and is shown in Table 4.
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CFD SPECIAL TAXES

The Project is located within the future annexation area of Community Facilities Special
tax district 2005-1 (CFD). The district collects fees from residential development built
after 2005 for citywide park and street landscape maintenance. New residential
development within the TASP could result in new CFD special tax revenues to the City
if annexed. This report does not assume annexation.

EXPENDITURES

This section describes the estimates of the expenditures required for public services
provided by the City General Fund. The methodology and assumptions used to
estimate the costs of service provision are described in the following paragraphs.
Service demands are based, in part, on the development program described in Chapter
IT and department interviews conducted by EPS.

GENERAL ADMINISTRATION

Administrative costs will continue being incurred through governance of the City that
includes the Transit Area. Administrative costs associated with City Council, City
Manager, City Clerk, Information Services, Human Resources, City Attorney, Finance
Administration, Accounting, Receivables, and Purchasing will be affected by the
population and employment increase. This analysis assumes that 10 percent of the
administrative cost is variable and will increase in proportion to the annual population
growth, as shown in Table 4.

POLICE SERVICES

Although most of the calls for service within the TASP are attributed to the Great Mall,
some level of service is necessary to police existing employment and residential uses in
the TASP. A total of about four officers are assumed for the non-mall component of the
TASP based on the existing citywide level of service of officers per daytime population?.
As the plan is implemented and the area intensifies, new officers will be required fo
patrol increasing daytime population. The citywide level of service of 1.0 officer per
1,000 daytime population is applied to projected population and employment growth
over the next 20 years. The cost of $205,000 per officer? is assumed with annual real
growth of 1.0 percent above inflation thereafter, based on interviews with the Milpitas
Police Department. The staffing and related costs are phased as development occurs.

2 Total of resident population and ¥2 of employment.
3 Includes overtime and equipment.
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The existing cost of service is deducted from the total services required to serve the area
as development occurs. The level and cost of future police protection will vary from the
estimate shown in Appendix A, Table 11, depending on the type and extent of future
calls for service and configurations of future beats.

FIRE PROTECTION

Fire protection service will continue being provided to the TASP by the Milpitas Fire
Department. The fiscal analysis assumes a citywide level of service of 0.7 firefighters per
1,000 daytime population. The existing cost of service is deducted from the total
services required to serve the area as development occurs. Based on interviews with the
Milpitas Fire department, an average cost of $176,000 per firefighter? is assumed with an
annual real growth of 1.0 percent above inflation thereafter, as shown in Appendix A,
Table 11.

PUBLIC WORKS

The Department of Public Works will maintain public rights of way that include
roadways, sidewalks, overpasses, and trails. Based on information from the
Department, a cost per linear foot is assumed for street maintenance, utilities
maintenance, and trees and landscape maintenance. In addition, a cost per acre® is
assumed for linear parks and trails based on Parks and Recreation Department
estimates. Approximately 45 percent of the costs are assumed in Phase I. These costs
are shown in Appendix A, Table 12. Major repaving and resurfacing of roads is
excluded from this analysis as it is assumed that these costs will be separately funded as
part of the City’s Capital Improvement Program.

PARKS AND RECREATION MAINTENANCE

Approximately 31 acres of parks are planned as part of the TASP. These parks will
require maintenance and related facilities, such as a storage yard, play structures, picnic
tables, paths, signage, etc. Based on the interviews with the Parks and Recreation
Department, a cost of $20,700 per acre® would be incurred for park maintenance costs
that would include landscape and hardscape maintenance, turf care, tree pruning,
irrigation, trash and cleanup, repair of furniture, fixtures and equipment, flower bed

4 Includes benefits.
5 Includes costs for water consumption.
6 Ibid.
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plantings, and program management and overhead. This cost will be partially offset by
the CFD revenues generated by the redevelopment of TASP. In addition, recreation
program costs are calculated on per capita basis with half the cost assumed to be
recovered through fees, as shown in Appendix A, Table 13. The recreation costs also
include equipment amortization.
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Table 1

Miipitas Fiscal Analysis Summary

Milpitas Transit Area Specific Plan; EPS# 17107

ltem Phase | Buildout w/ Hotel [1] Buildout w/o Hotel [2]
MILPITAS GENERAL FUND REVENUES
Taxes
Total Property Tax {City Share) $2,302,000 $5,349,000 $5,222,000
{less) Redevelopment ($1,482 000) ($3,538.000) ($3.436.000)
Property Tax $820,000 $1,811,000 $1,785,000
Property Tax in Lieu of VL.F $491,000 $1,067,000 $1,043,000
Sales and Use Tax $993,000 $2,055,000 $2,055,000
Real Estate Transfer Tax $43,000 $100,000 $100,000
Garbage Commercial Franchise Tax $4,000 $76,000 $65,000
Garbage Non-Commercial Franchise Tax $70,000 $125,000 $125,000
Other Franchise Taxes $182.000 $368,000 $362,000
Business License Tax $1,000 $206.000 $25,000
Hotel/Motel Tax $185,000 $1.073.000 $401.000
Subtotal $2,788,000 $6,704,000 $5,961,000
Other Revenues
Licenses and Permits $256,000 $459,000 $459,000
Fines and Forfeitures $92,000 $165,000 $165,000
Motor Vehicle License Fees $63.000 $113,000 $113,000
Subtotal $411,000 $737,000 $737,000
Total General Fund Revenues $3,200,000 $7,441,000 $6,698,000
MILPITAS GENERAL FUND EXPENDITURES
General Administration $135,000 $242,000 $242,000
Police $2,152,000 $5.401,000 $5,228,000
Fire $1,332,000 $3,343,000 ~ $3,236,000
Public Works $1,069,000 $2,313,000 %2,313,000
Parks and Recreation §526,000 $1.137.000 $1.137,000
Total General Fund Expenditures $5,214,000 $12,436.000 $12,156,000
Net Annual Fiscal Balance ($2,014,000) ($4,995,000) ($5,458,000)
Additional CFD Required [3] ($510) ($700) ($770)

Note: Real $2008.

f11 At end of Phase 4 with the hotel component.
21 At end of Phase 4 without the hotel component.
[3] Rounded; per residential unit in the TASP area.

Sources: Milpitas Finai Budget FY 2007-08; Economic & Planning Systems.
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 Table 2
Project Description Summary (Hotel Scenario)
Milpitas Transit Area Specific Plan; EPS# 17107

Land Use . End of Phase |  Buildout w/ Hotei [1] Buildout w/o Hotel [2]
Residential (anhual}
For-Sale, Multifamily 128 26 26
Rental, Multifamily 132 1 1
For-Sale Multifamily Mixed Use 63 55 55
Rental Multifamily Mixed Use 118 54 54
Total Residential 441 136 136
Residential (cumulative) ‘
For-Sale, Multifamily 1,152 1,756 1,756
Rental, Multifamily 1,188 1,407 1,407
For-Sale Multifamily Mixed Use 567 1,882 1,882
Rental Multifamily Mixed Use 1.062 2.064 2,064
Total Residential 3,969 7,109 7,109
Commercial (cumulative)} '
Retail (sq.ft.) : 100,022 287,076 287,076
Office (sq.ft.) 0 993,840 993,840
Hotel Rooms 0 ‘ 350 0
Population 9,702 17,377 17,377
Employment 243 4,003 4,275
Daytime Population 9,823 19,873 19,515
infrastructure '
Roadways and Streetscape (linear feet) 4,660 _ 2,220 2,220
Cumulative 41,940 93,200 93,200
Linear Parks and Trails (acres) 0.69 0.19 0.19
Cumulative 6.18 10.65 10.65
Parks and Recreation (acres) 1.4 0.9 0.9
Cumulative 12.4 31.0 : 31.0

[1] At end of Phase 4 with the hotel component.
[2] At end of Phase 4 without the hotel component.

Source: Economic & Planning Systems, Inc.
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Table 3
Citywide 2008 Population and Employment Estimates  (Hotel Scenario)
Milpitas Transit Area Specific Plan; EPS# 17107

Category Total
Demeographics
Population _ 65,276
Households [1] 18,376
Employment [1] 47,650
Daytime Population [2] 89,101
Other Citywide Facfors
Miles of Streets 138
Number of Street Lights 4,331
Acres of Parkland 171.6

[1] The growth rate between 2005 and 2010 is applied to ABAG to estimate 2008 numbers.
[2] A total of population and 1/2 of employment.

Scurces: ABAG Projections 2007, City of Milpitas, and Econemic & Planning Systems, Inc.
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Table 4

Milpitas FY2007-08 General Fund, Estimating Factors, and Results

Mitpitas Transit Area Specific Plan; EPS# 17107

(Hotel Scenario)

Item

2007-08
General Fund

Estimating Assumptions

- MILPITAS GENERAIL FUND REVENUES
Taxes

Total Property Tax {City Share)

(tess) Redevelopment [2]

Net Property Tax

Property Tax in Lieu of VLF

Sales and Use Tax

Real Estate Transfer Tax

Garbage Commercial Franchise Tax
Garbage Non-Commercial Franchise Tax
Other Franchise Taxes [3]

Business License Tax

Hotel/Motel Tax

Sublotal

Other Revenues

Licenses and Permits

Fines and Forfeliures

Motor Vehicle License Fees
tntergovernmental (Federal and State)
Use of Money and Property -
Charges for Services

Other Revenues

Subtotal
Transfer In

Total General Fund Revenues

MILPITAS GENERAL FUND EXPENDITURES
General Administration {4]
Police
Fire
Public Works
FPark Maintenance
Engineering and Building Inspection
Planning
Non-Departmental {5}
Subrtotal

Transfer Out
Total General Fund Expenditures

Net Annuai Fiscal Balance

$11,818,547
$4,395,453
$18,712,000
$492,000
$729,000
$469,000
$1,652,000
$280,000
$4.884.000

$43,432,000

34,709,000 -

$848,0600
$423,000
$410,000
$1,200,000
$4,428,000
$64,000
$12,080,000

$16,182,793
$71,604,793

$9,003,796
$21,772,126
$14,225,040
$6,317,371
$6,072,113
$4,874,705
$2,030,441
$6.278.212
$71,563,804

$100,060
71,663,804

$30,989

Tables 6-8
Table 6
Tables 6-8
Table 8
Table 8
Tables 6-8

$15 per employee
$7 per capita

$19 per daytime pop.
$6 per employee

Table 10

$26 per capita
$9 per capita
$6 per capita

- not estimated
- not estimated
- not estimated
- not estimated

$14 per capita
1.0 officers per 1,000 dayfirme pop.
0.7 officers per 1,000 daytime pop.

Table 11
Table 12
- not estimated
- not estimated
- not estimated

[1] Percentage of costs that Increases with growth, as opposed to fixed costs. Based on ihe Budget's ratio of personnel services Cosis

[2] Property tax share aliocated to the Redevelopment Agency and Affordable Housing set-aside.

[3] Include Electric, Gas, Nifrogen Gas, CATV, and other franchise taxes,
[4] Incluges City Councit, City Manager, City Cterk, Information Services, Human Resources, City Aftorney, Finance Administration,

Accounting, Receivables, and Purchasing,
{5} Inciudes debt service.

Sources: Mitpitas Final Budget FY 2007-08; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc.  10/13/2008
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