TOWN OF LOS GATOS
FINANCE COMMISSION AGENDA
OCTOBER 11, 2021
110 EAST MAIN STREET
LOS GATOS, CA
5:00 PM

Ron Dickel, Chair

Kyle Park, Vice Chair

Stacey Dell, Commissioner

Loreen Huddleston, Commissioner
Rick Tinsley, Commissioner

Rob Rennie, Vice Mayor

Matthew Hudes, Council Member

IMPORTANT NOTICE REGARDING THE OCTOBER 11, 2021
FINANCE COMMISSION MEETING

This meeting is being conducted utilizing teleconferencing and electronic means consistent with
Government Code Section 54953, as Amended by Assembly Bill 361, in response to the state of
emergency relating to COVID-19 and enabling teleconferencing accommodations by suspending or
waiving specified provisions in the Ralph M. Brown Act (Government Code § 54950 et

seq.). Consistent with AB 361 and Town of Los Gatos Resolution 2021-044 this meeting will not be
physically open to the public and the Council and/or Commissioners will be teleconferencing from
remote locations. Members of the public can only participate in the meeting by joining the Zoom
webinar (log in information provided below).

PARTICIPATION

If you are interested in providing oral comments real-time during the meeting, you must join the
Zoom webinar.

e Join from a PC, Mac, iPad, iPhone or Android device: Please click this URL to join.
https://losgatosca-
gov.zoom.us/j/81991227310?pwd=RitTSUVsbIN1Zm1YWIFpcDZgNWZsUT09
Passcode: 761478. You can also type in 81991227310 in the “Join a Meeting” page on the
Zoom website at https://zoom.us/join.

e Join by Telephone: Dial: 877-336-1829 US Toll-free or USA 636 651 0002 US Toll
Conference code: 986172

During the meeting:

e When the Chair announces the item for which you wish to speak, click the “raise hand” feature
in Zoom. If you are participating by phone on the Zoom app, press *9 on your telephone
keypad to raise your hand. If you are participating by calling in, press #2 on your telephone
keypad to raise your hand.

e When called to speak, please limit your comments to three (3) minutes, or such other time as
the Chair may decide, consistent with the time limit for speakers at a Commission meeting.

If you are unable to participate in real-time, you may email to PublicComment@I|osgatosca.gov with
the subject line “Public Comment Item #__” (insert the item number relevant to your comment) or
“Verbal Communications — Non Agenda Item.” Comments will be reviewed and distributed before the
meeting if received by 11:00 a.m. on the day of the meeting. All comments received will become part
of the record.
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TOWN OF LOS GATOS
FINANCE COMMISSION AGENDA
OCTOBER 11, 2021
110 EAST MAIN STREET
LOS GATOS, CA
5:00 PM

REMOTE LOCATION PARTICIPANTS The following Committee Members are listed to permit them to
appear electronically or telephonically at the Finance Commission meeting: CHAIR RON DICKEL, VICE
CHAIR KYLE PARK, COMMISSIONER STACEY DELL, COMMISSIONER LOREEN HUDDLESTON,
COMMISSIONER RICK TINSLEY, VICE MAYOR ROB RENNIE, AND COUNCIL MEMBER MATTHEW
HUDES. All votes during the teleconferencing session will be conducted by roll call vote.

MEETING CALL TO ORDER
ROLL CALL

COMMISSIONER REPORTS

i.  Receive Subcommittee Report.

CONSENT ITEMS (Items appearing on the Consent Items are considered routine Town business and
may be approved by one motion. Any member of the Commission may request to have an item
removed from the Consent Items for comment and action. Members of the public may provide input
on any or multiple Consent Item(s) when the Chair asks for public comments on the Consent Items. If
you wish to comment, please follow the Participation Instructions contained on Page 1 of this agenda.
If an item is removed, the Chair has the sole discretion to determine when the item will be heard.)

1. Approve Minutes of September 13, 2021 Finance Commission Meeting.

VERBAL COMMUNICATIONS (Members of the public are welcome to address the Commission on any
matter that is not listed on the agenda consistent with the Participation Instructions contained on
Page 1 of this agenda. To ensure all agenda items are heard and unless additional time is authorized
by the Chair, this portion of the agenda is limited to 30 minutes and no more than three (3) minutes
per speaker. In the event additional speakers were not able to be heard during the initial Verbal
Communications portion of the agenda, an additional Verbal Communications will be opened prior to
adjournment.)

OTHER BUSINESS (Up to three minutes may be allotted to each speaker on any of the following
items.)

2. Presentation and Discussion Regarding Potentially Allowing Commercial Cannabis Businesses
in the Town of Los Gatos.

Receive American Rescue Plan Act (ARPA) and Annual Financial Report Updates.

Discussion of Key Performance Indicators (KPls).

Receive Information on the Town Bargaining Groups

Receive Information on North 40 Property Tax Projections.

Receive Information on the Relationship between Land Use and Town Revenues/Expenses.
Receive Updates on the Community Survey and Audit Services RFPs

Discuss Topics for Future Commission Agendas.

O | [N [ |1 & |w

ADJOURNMENT
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TOWN OF LOS GATOS
FINANCE COMMISSION REPORT

MEETING DATE: 10/11/2021
ITEM NO: i

Iltem 1.

DATE: October 11, 2021

TO: Finance Commission

FROM: Laurel Prevetti, Town Manager

SUBJECT: Receive Subcommittee Report
RECOMMENDATION:

Receive Subcommittee Report

DISCUSSION:

Subcommittee Chair Huddleston will provide an oral report.

PREPARED BY: Arn Andrews
Assistant Town manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832

www.losgatosca.gov




TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION

ITEMNO: 1
AGENDA REPORT

Item 2.

DRAFT
Minutes of the Finance Commission Meeting
September 13, 2021

The Finance Commission of the Town of Los Gatos conducted a regular meeting via
teleconference via COVID-19 Guidelines on Monday, September 13, 2021, at 5:00 p.m.

MEETING CALLED TO ORDER AT 5:01 P.M.

ROLL CALL

Present: Chair Ron Dickel, Vice Chair Kyle Park, Commissioner Stacey Dell, Commissioner Loreen
Huddleston, Commissioner Rick Tinsley, Vice Mayor Rob Rennie, and Council Member Matthew
Hudes. (All participating remotely.)

Staff Present: Town Manager Laurel Prevetti, Assistant Town Manager Arn Andrews, Finance
Director Stephen Conway, Finance and Budget Manager Gitta Ungvari.

CONSENT ITEMS (TO BE ACTED UPON BY A SINGLE MOTION)

1. Approve Minutes of August 9, 2021 Finance Commission Meeting

2. Receive American Rescue Plan Act (ARPA) Update

3. Receive Council Capital Improvement Program (CIP) Funding Update

MOTION: Motion by Chair Dickel to approve the consent items 1-3. Seconded by
Commissioner Park.

VOTE: Motion passed 5-0.

OTHER BUSINESS

4. Review Recommended Changes to the Town’s Operating Portfolio Investment Policy
Acknowledging the Finance Commission and Forward for Approval to the Town Council.

5. Review Recommended Changes to the Town’s General Fund Reserve Policy to Address the
Finance Commission’s Request to Document the Market Fluctuation Reserve in a Town
Policy and Forward a Recommendation to the Town Council.

Arn Andrews, Assistant Town Manager, presented the reports for these two items.
The Commission discussed the items.

Opened Public Comment for Item 4 and 5.
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PAGE 2 OF 4
SUBJECT: Draft Minutes of the Finance Commission Meeting of September 13, 2021
DATE: September 14, 2021

Other Business Items 4 and 5 — continued
None.
Closed Public Comment.

MOTION: Motion by Chair Dickel to approve the consent item 4 and 5. Seconded by
Commissioner Dell

VOTE: Motion passed 5-0.
6. Receive Subcommittee Report

The Subcommittee has not met since the August 9, 2021 Finance Commission meeting and the
Subcommittee is in the process of scheduling a sit-along with Finance Department staff.

Opened Public Comment.
None.
Closed Public Comment.

7. Receive Information on Vacant Storefront Fee and Tax Assessment Programs (Continued
from August 9, 2021)

Arn Andrews, Assistant Town Manager, presented the report.
The Commission discussed the item.

Opened Public Comment.

None.

Closed Public Comment.

The Commission did not recommend pursuing this program and commented that if Council is
interested in it, the Commission recommended an analysis of the costs of such a program.

8. Receive Information on Business License Amnesty (continued from August 9, 2021).
9. Review the Town’s Current Business License Tax Program Enacted in 1991 and Recommend
that the Town Council Pursue Modernizing the Tax Schedule.

Item 2.
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PAGE 3 OF 4

SUBJECT: Draft Minutes of the Finance Commission Meeting of September 13, 2021

DATE: September 14, 2021

Other Business Items 8 and 9 — continued

Arn Andrews, Assistant Town Manager, presented the reports on these two items.

Opened Public Comment for the items.

None.

Closed Public Comment.

The Commission discussed the items.

MOTION: Motion by Vice Chair Park to recommend to the Town Council to develop a
busines amnesty program and modernize the business license tax code. Seconded
by Commissioner Huddleston.

VOTE: Motion passed 5-0.

10. Continue Discussion of Key Performance Indicators (continued from July 12 and August 9,
2021)

Arn Andrews, Assistant Town Manager, presented the report.

Opened Public Comment.

None.

Closed Public Comment.

The Commission discussed the item.

The Commission recommended adding additional key performance indicators such as actual
headcount information (positions filled, vacant, reasons for vacancies, etc.), revenues,
expenditures, and other data to indicate if the Town is on track. The Commission requested

that the information be presented as a dashboard. Staff will bring back a draft dashboard for
the next meeting

Item 2.
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SUBJECT: Draft Minutes of the Finance Commission Meeting of September 13, 2021
DATE: September 14, 2021

11. Discuss Topics for Future Commission Agendas

The Commissioners identified the following topics for future meetings:
e Draft Management Discussion & Analysis (MD&A) and other components of the draft
Annual Financial Report at the November meeting
e Status of Labor Negotiations
e Cost structure of the Police Department
e Fiscal Impact of the General Plan
e Fiscal Impact of Phase 2 of the North 40
e Subcommittee Report in November

Open Public Comment.

Lee Fagot — Commented on the good work on the Finance Commission and requested that the
Commission should study the fiscal impacts of the General Plan and Housing Element.

Closed Public Comment.

ADJOURNMENT:
The meeting adjourned at 6:38 p.m.

This is to certify that the foregoing is a true

and correct copy of the minutes of the
September 13, 2021 meeting as approved by the
Finance Commission.
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Gitta Ungvari, Finance and Budget Manager
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Item 3.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION ITEM NO: 2
DATE: October 5, 2021
TO: Finance Commission
FROM: Robert Schultz, Attorney
SUBJECT: Presentation and Discussion Regarding Potentially Allowing Commercial

Cannabis Businesses in the Town of Los Gatos

RECOMMENDATION:

Presentation and Discussion Regarding Potentially Allowing Commercial Cannabis Businesses in
the Town of Los Gatos.

PREPARED BY: Robert Schultz
Town Attorney

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
www.losgatosca.gov




Item 4.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION ITEM NO: 3

DATE: October 5, 2021

TO: Finance Commission

FROM: Laurel Prevetti, Town Manager

SUBJECT: Receive American Rescue Plan Act (ARPA) and Annual Financial Report
Updates

RECOMMENDATION:

Page 9

Receive ARPA and Annual Financial Report updates.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
www.losgatosca.gov




Item 5.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION REPORT ITEM NO: 4
DATE: October 5, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Discussion of Key Performance Indicators (KPls)
RECOMMENDATION:

Discussion of key performance indicators.

DISCUSSION:

Staff will provide an update on the development of the KPI dashboard in Attachment 1.

Attachments:
1. Draft KPI Dashboard

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Primary Revenues

Item 5.

FY 2020/21 | FY 2021/22

Actual Actual
$300,599

261,746
249,733
327,308

$1,139,386

FY 2021/22 County &

Staff Estimates

$19,667,544

FY 2020/21 | FY 2021/22
Actual Actual
$316,515 S

203,807
176,030
348,466

$1,044,819 S

SALES TAX FY 2019/20 | FY 2020/21 | FY 2021/22 MEASURE G | FY 2019/20
Actual Actual Actual SALES TAX Actual

1Q $1,887,634 $1,863,996 1Q $264,161

2Q 2,073,379 1,135,409 2Q 299,137

3Q 956,191 1,589,990 3Q 195,465

4Q 1,617,830 2,204,823 4Q 237,627

Total $6,535,034 $6,794,218 Total $996,390

FY 2021/22
FY 2019/20 Actual FY 2020/21 Actual Budgeted
$18,330,427 $19,878,834 $20,036,186

Annualized Percent Change in Sales Tax Cash Receipts

S FY 2019/20

18.0% -

T o Actual
6.0% — ' =, 1Q $739,494
0.0% . . - . v — - —r . - —

S~ 2Q 599,113

-12 0% -

T 3Q 434,493

-24.0%

= 4Q 96,585

> > > §,
TP L L FFF 5 $1,869,685
Los Gatos Santa Clara Countywide Statewide
page 11 " i Total
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Department Expenses

Item 5.

FY 2019/20

Actual

FY 2020/21
Adjusted Budget

FY 2020/21
Estimated

FY 2021/22
Adopted Budget

Police Department

Parks & Public Works
Non-Departmental
Community Development
Administrative Services
Library Services

Town Council

Town Attorney

Total GF Expenditures

$15,895,008

8,168,039

3,505,098

4,473,790

4,388,762

2,700,802

206,163

559,010

$39,896,672

$17,487,761

8,209,850

8,157,687

5,605,215

4,995,847

2,957,531

243,486

658,831

S 48,316,208

$16,570,836

8,179,757

7,882,762

5,009,798

4,731,133

2,828,873

192,280

532,424

$45,927,863

$17,239,483

8,494,628

3,936,680

5,395,866

5,087,204

3,016,395

201,499

660,228

$44,031,983

Townwide Vacancy Tracking

- T I i

Tntq| \Jacancies
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Item 6.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION REPORT ITEM NO: 5
DATE: October 4, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive Information on the Town Bargaining Groups
RECOMMENDATION:

Receive information on the Town bargaining groups.

DISCUSSION:

Staff will provide an update on the Town bargaining groups provided in Attachment 1.

Attachments:
1. Town Bargaining Groups Presentation

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Town of Los Gatos
Finance Commission
Town Bargaining Groups

ATTACHMENT 1




Bargaining Unit Number of Current
Members

Town Employees’ Association (TEA)

American Federation of State, County
and Municipal Employees (AFSCME)

Police Officers’ Association (POA)

Totals

Management & Confidential

(unrepresented)

Temporary

(

nre
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54

14

34
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®"Representatives from the
Town and bargaining units
(“bargaining teams”) meet to
negotiate the terms of an
agreement

mBoth sides discuss contract-
related issues and present
proposals and counter
proposals

mState law requires that both
sides engage in good-faith
negotiations
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=|f the parties cannot reach
agreement, state law provides the
following to help resolve the
impasse:
= State-assisted mediation

" |f mediation fails, a “factfinding” process
follows in which both parties present
their positions

= A factfinder will issue recommendations
to attempt to resolve differences

= |f still no agreement is reached the
recommendations are made public

o
>
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-
D
O
O
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"AFSCME and TEA MOUs
expired on June 30, 2021

="POA MOU expired on
September 30, 2021

BAFSCME contract extension
approved on August 17, 2021

= Contract extended through June
30, 2022

"One-time eight (8) hour floating
holiday
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*"TEA and POA negotiations
continue

#Town Council met in Closed
Session on:

"February 2, 2021
=April 6, 2021
sAugust 3, 2021
sSeptember 21, 2021
=QOctober 7, 2021
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Year TEA Management &
Confidential

2011 2.00%
2012 2.00% -U
2013 1.5% of annual 1.5% of annual 1.5% of annual E
salary bonus salary bonus salary bonus O
2014 2.00% 2.00% Bonus = to 2.00% 2.00% m
base salary
2015 2.00% 2.00% PO’s and Cpl's 2.0% 2.00% Ic-,n,
Sgt’s bonus + 2.00% _I
2016 2.50% 2.50% 2.50% 2.50% |__I
2017 2.50% 2.50% 2.50% 2.50% m
=
2018 2.50% 2.50% 2.50% 2.50% m
1.5% non-persable  1.5% non-persable Market adjustments 1.50% non-persable
Market adjustments Market adjustments Market adjustments Z
2019 3.00% 3.00% 4.00% 3.00% (7;
2020 1.00% 1.00% 1.00% 1.00%

oo 20 2.00% non-persable 2.00% non-persable 2.00% non-persable 2.00% non-persable
age




Item 6.

TOWN OF LOS GATOS MEETING DATE: 10/05/2021
COUNCIL AGENDA REPORT ITEM NO: 8
DATE: September 29, 2021
TO: Mayor and Town Council
FROM: Laurel Prevetti, Town Manager
SUBJECT: Discuss Information on the Los Gatos-Monte Sereno Police Department’s

Structure and Current Staffing Efforts

RECOMMENDATION:

Discuss information on the Los Gatos-Monte Sereno Police Department’s (LGMSPD) structure
and current staffing efforts.

BACKGROUND:

LGMSPD provides outstanding, high quality services consistent with the Department’s mission
of ensuring public safety with integrity, compassion, and professionalism by providing
exceptional law enforcement and dispatch services, building community partnerships, and
engaging the community in problem-solving. The quality of the Department’s services is
dependent on highly skilled and trained staff.

On September 7, 2021, the Town Council approved an amendment to the Temporary
classification plan to align the Temporary Communication Dispatcher classification salary steps
with the existing Town Employee Association (TEA) Communication Dispatcher classification
salary steps. Operational dispatchers from other local agencies and retired Dispatchers with
extensive dispatch experience (also called per-diem Dispatchers) are hired on a part-time, non-
benefitted hourly basis to assist with staffing vacancies and while other Dispatchers are in
training.

During the meeting, questions arose regarding the structure, staffing, and compensation of the
LGMSPD and the Dispatch function in particular. Information provided in this staff report is
intended to update the Council and community on the current staffing and other

elements of the LGMSPD organizational structure. Asthe Town is currently in the bargaining

PREPARED BY: Clinton Tada
Acting Police Chief

Reviewed by: Town Manager, Assistant Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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PAGE 2 OF 5

Item 6.

SUBJECT: Discuss Information on the Los Gatos-Monte Sereno Police Department
DATE: September 29, 2021

BACKGROUND (continued):

process with two unions with staff in the Police Department, this report and agenda item
cannot share or discuss proposals associated with the bargaining process.

DISCUSSION:

LGMSPD Structure and Staffing

The Police Department is dedicated to providing a high level of service to the community
members of the Town of Los Gatos and City of Monte Sereno. The Department is experiencing
a transition in staffing of both sworn and non-sworn positions and is committed to providing
the necessary resources and services to maintain a safe community through the excellent work
of highly qualified and dedicated personnel.

The Town Council has approved full funding of the Department and all of its positions in the
Adopted Fiscal Year (FY) 2021/22 Operating Budget.

The sworn officer positions seek to maintain the high level of service to respond, investigate,
and address calls for service by the public. The table below illustrates the budgeted and actual
sworn positions within the Department.

Sworn Positions Budgeted Positions Filled Positions Operational Positions
Police Chief 1 0 0
Captains 2 2 2
Sergeants 7 7 7
Patrol Corporals 4 4 3
Officers 25 24 21
Totals 39 37 33

The difference between filled sworn positions and operational sworn positions is attributed to a
combination of staff in acting positions, training, and workers’ compensation leave or work
restriction status. In addition to natural staffing attrition through retirements and staff opting
to relocate, the Department maintains succession plans for other potential vacancies. As such,
the Department continues to recruit and maintain a “Open Continuous” recruitment process
for Lateral, Pre-Service, and Entry-Level Officer candidates in anticipation of expected and
unexpected departures or unsuccessful candidates currently in the hiring process. For example,
three Officers have indicated their intentions to retire by the end of the calendar year and the
Department is actively recruiting and training to manage this transition.
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SUBJECT: Discuss Information on the Los Gatos-Monte Sereno Police Department
DATE: September 29, 2021

DISCUSSION (continued):

The table below illustrates the civilian positions within the Department. The filled Dispatcher
positions include two individuals who are in training, thereby reducing the total operational
positions to three.

. .- Budgeted Positions Filled Positions Operational
Civilian Positions "
Positions

Records/Communications 1 1 1
Manager

Dispatcher 8 5 3
Records Specialist 4 4 4
Senior Admin Analyst 1 1 1
Admin Tech/Analyst 1 1 1
Executive Assistant 1 1 1
Community Outreach 1 1 1

Coordinator

Parking Control Officers 2 2 2
IT System Administrator

Community Service Officer 1 1 1
Totals 21 18 16

Dispatch Staffing

The Communications Center provides 24/7 service and is staffed with Communications
Dispatchers who answer both emergency and non-emergency phone calls, provide
communications support for Patrol Officers, and act as one of main call centers for the Town of
Los Gatos. The Department is committed to maintaining Dispatch services and is currently
implementing a staffing plan to complete training for current Dispatch trainees, train and
deploy per-diem Dispatchers, recruit to fill vacant Dispatcher positions, and retain staff through
stretch and growth assignments.

As previously noted in the staff report from September 7, the Dispatch function has recently
been impacted by a series of retirements and resignations. The table below provides a timeline
of departures and reasoning for separation since July 2020.

Item 6.
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PAGE 4 OF 5
SUBJECT: Discuss Information on the Los Gatos-Monte Sereno Police Department
DATE: September 29, 2021

DISCUSSION (continued):

Date of Separation Dispatcher Reason

July 2020 Moved out of State
December 2020 Retired and moved out of State
January 2021 Didn’t complete training
March 2021 Resignation

April 2021 Didn’t complete training
August 2021 Resignation

As vacancies occur within the LGMSPD or other Town Departments, the Department notifies
the Town’s Human Resources Department to initiate recruitment proceedings. The table below
illustrates the Dispatcher recruitment efforts since August 2020.

Oral Board Date Number of Candidates Number Hired
Interviewed

August 6, 2020 5 1

December 15, 2020 3 0

February 9, 2021 5 2

April 29, 2021 4 1 conditional offer

September 22, 2021 4 2 in background

As the above table illustrates, the exacting nature of the Dispatcher function in conjunction
with an extensive background process often result in few applicant job offers being made. The
Department will continue to recruit and maintain “Open Continuous” recruitment process for
Communications Dispatcher in anticipation of any unexpected departures of current staff or
unsuccessful candidates currently in the hiring process.

In addition to the extensive initial recruitment process, newly recruited Dispatchers must
successfully complete rigorous training including graduation from the Dispatcher Academy.
Unlike a fully trained Dispatchers, Dispatchers in training are not allowed to take calls
independently until they complete all the training requirements.

Item 6.
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SUBJECT: Discuss Information on the Los Gatos-Monte Sereno Police Department
DATE: September 29, 2021

DISCUSSION (continued):

The following table illustrates Dispatcher staffing in 2021 relative to fully trained Dispatchers,
Dispatchers in training, and vacancies.

Jan* Feb* Mar* Apr May Jun Jul Aug Sep

Budgeted 8 8 8 8 8 8 8 8 8
Positions

Filled: Fully 5 5 4 4 4 4 4 4 3
Trained

Filled: In 2 1 1 1 0 2 2 2 2
Training

Vacancies 1 2 3 3 4 2 2 2 3

*)Jan-Mar includes 1 Filled: Fully Trained Leave of Absence

The Department has developed a training program for per-diem Dispatchers and has begun
one-on-one training with five per-diem Dispatchers. The Department is committed to
maintaining a pool of five to six fully trained per-diem Dispatchers during this time for staffing
vacant shifts and for future backfill of Dispatchers as needed.

CONCLUSION:

LGMSPD continues to work on succession planning for all of its functions in anticipation of
expected retirements, hires who do not successfully complete required training, and
unforeseen resignations. The Department is focused on a sustainable staffing plan for the
Dispatch function which will take several months to fully implement.

COORDINATION:

This staff report was coordinated with the Town Manager, Town Attorney, and Finance
Director, and Director of Human Resources.

FISCAL IMPACT:

None.

ENVIRONMENTAL ASSESSMENT:

This agenda item is not a project defined under CEQA, and no further action is required.

Item 6.




Iltem 7.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION REPORT ITEM NO: 6
DATE: October 4, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive Information on North 40 Property Tax Projections
RECOMMENDATION:

Receive information on North 40 property tax projections

DISCUSSION:

Staff will provide an update on the North 40 property tax projections provided in Attachment 1.

Attachments:
1. North 40 Property Tax Projections

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Town of Los Gatos
Finance Commission
NO 40 Property Tax Projections

ATTACHMENT 1




Initial Projection FY 2021/22

270 Market Rate Units 135
Unit Value $1,000,000
Total Estimated Assessed Value $135,000,000
Additional Property Tax $345,303
Additional Property Tax Cumulative $345,303
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FY 2022/23

135

$1,000,000

$135,000,000

$345,303

$690,606
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May 1, 2021 FY 2021/22 FY 2022/23

253 Market Rate Units 106 147 Z
(42% of total) (58% of total) O
80 Condos $42,540,800 $57,555,200 U g
(avg 1,564 sq ft @ $800/sq ft) J
97 Row Homes $64,242,900 $87,746,400 — m
(avg 1,741 sq ft @ $900/sq ft) T O
76 Homes $46,528,000 $63,976,000 — U
(avg 1,454 sq ft @ $1000/sq ft) 5 m
Total Estimated Assessed Value $153,311,700 $209,277,600 Z —|
Additional Property Tax $389,718 $531,984 ;l

Additional Property Tax Cumulative $389,718 $921,702
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October 1, 2021 FY 2021/22 FY 2022/23

253 Market Rate Units 106 147 Z
(42% of total) (58% of total) O
80 Condos $53,176,000 $71,944,000 -U g
(avg 1,564 sq ft @ $1000/sq ft) J
97 Row Homes $71,381,000 $97,496,000 — m
(avg 1,741 sq ft @ $1000/sq ft) m O
76 Homes $46,528,000 $63,976,000 _l -U
(avg 1,454 sq ft @ $1000/sq ft) 5 m
Total Estimated Assessed Value $171,085,000 $233,416,000 Z —|
Additional Property Tax $434,898 $593,343 ;l

Additional Property Tax Cumulative $434,898 $1,028,242
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TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION ITEM NO: 7

DATE: October 6, 2021

TO: Finance Commission

FROM: Laurel Prevetti, Town Manager

SUBJECT: Receive Information on the Relationship between Land Use and Town
Revenues/Expenses

RECOMMENDATION:

Receive information on the relationship between land use and Town revenues/expenses that
will be presented at the meeting.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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MEETING DATE: 10/11/2021

Item 8.

TOWN OF LOS GATOS
FINANCE COMMISSION [TEM NO: 7
ADDENDUM
DATE: October 8, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive Information on the Relationship between Land Use and Town
Revenues/Expenses

REMARKS:

Attachment 1 contains public comments received between 11:01 a.m., Thursday, October 7,
and 11:00 a.m. Friday, October 8, 2021.

Attachment received with Addendum:

1. Public Comments received between 11:01 a.m., Thursday, October 7, and 11:00 a.m. Friday,
October 8§, 2021.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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From: Phil Koen
Sent: Friday, October 08, 2021 12:00 AM
To: Shelley Neis <sneis@losgatosca.gov>; Ron Dickel
; Rick Tinsley

; Kyle Park
; Loreen Huddleston
Matthew Hudes
<MHudes@losgatosca.gov>; Rob Rennie <RRennie@losgatosca.gov>
Cc: Laurel Prevetti <LPrevetti@l|osgatosca.gov>; jvannad

Rick Van Hoesen

Subject: Finance Commission Agenda Item #7
EXTERNAL SENDER

Dear Ms. Neis,

Please include this email and the attached Fiscal Impact Analysis (FIA) that was prepared for the City of
Menlo Parkin the upcoming Finance Commission package. This is an excellent example of an FIA that
was specifically prepared to evaluate the fiscal impact of a general plan update.

The Los Gatos Community Alliance is strongly recommending that the Town of Los Gatos perform a FIA
before adopting the 2040 General Plan update so the fiscal impacts are fully understood by the Council
and residents. The draft 2040 General Plan calls for the development of over 3,900 new housing units
and an increase of over 9,300 new residents (30% growth) in a Town that is nearly completely
developed. This is accomplished by up zoning 2x -3x all residential land uses, except for Hillside, Town-
wide. The dramatic increase in population will severely stress the Town’s financial capacity to deliver
basic services including but not limited to public safety, senior services, and community development
services. Without a proper FIA, the Town will not be able to fully determine the net fiscal impact on the
Town from the 2040 General Plan update.

To date the Staff has not agreed to have such an analysis performed. The Finance Commission should
discuss the merits of an FIA and make an independent recommendation to the Town Council regarding
the importance of conducting such an analysis. We are concerned that unless the Finance Commission
becomes directly involved in advising the Council on the merits of performing an FIA, the Council will not
be adequately informed. This falls squarely into the charter of the Finance Commission.

Thank you for your attention to this urgent matter.

Los Gatos Community Alliance

ATTACHMENT 1


mailto:stacey.dell@mossadams.com
mailto:MHudes@losgatosca.gov
mailto:MHudes@losgatosca.gov
mailto:RRennie@losgatosca.gov
mailto:jvannada@gmail.com
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bae urban economics

ConnectMenlo

Fiscal Impact Analysis
October 15, 2016
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Summary of Findings

This Fiscal Impact Analysis (FIA) presents the findings by BAE Urban Economics (BAE), a consultant
hired by the City of Menlo Park, regarding the fiscal impacts of the proposed General Plan Update
(Land Use and Circulation Elements) and M-2 Area Zoning Update, together known as ConnectMenlo
(the Project). The Project consists of up to four million square feet of nonresidential development,
400 hotel rooms, and 5,500 residential units, generating an increase of approximately 14,150 new
residents and 9,900 new employees. The FIA also analyzes a Reduced Non-Residential Intensity
Alternative and a Reduced Intensity Alternative, as well as a No Project Alternative that considers the
impacts of buildout of the remaining development potential from the City’s existing General Plan,
which is included in the total development potential of the Project and Reduced Non-Residential
Intensity and Reduced Intensity Alternatives.

The FIA addresses the net increase in revenues and expenditures and resulting net fiscal impact of
the Project for the:

e City of Menlo Park General Fund,

e Menlo Park Fire Protection District,

e School districts that serve the project area, and

* Other special districts serving the area.

Selected FIA findings are summarized in the following table (other special districts are not included
below because of the negligible fiscal impact or benefits they would experience; information on the
fiscal impact they would experience is presented in Appendix B of this FIA).

As shown below, the FIA estimates that the Project would result in a net positive annual fiscal impact
to the City of Menlo Park General Fund totaling $8.3 million per year, $2.6 million of which would
result from buildout of the remaining development potential under the City’s existing General Plan.
Both the Reduced Non-Residential Intensity and Reduced Intensity Alternative would also generate a
net positive fiscal impact to the City of Menlo Park General Fund.

The Project and Reduced Non-Residential Intensity and Reduced Intensity Alternatives would also
generate a net positive fiscal impact to the Menlo Park Fire Protection District, but a net negative
fiscal impact to the Sequoia Union High School District, Las Lomitas Elementary School District, and
Menlo Park City Elementary School District. Buildout of the remaining development potential under
the City’s existing General Plan would generate a net positive fiscal impact to the Menlo Park Fire
Protection District and a slight net positive fiscal impact to the Sequoia Union High School District,
but a negative fiscal impact to the Las Lomitas Elementary School District and Menlo Park City
Elementary School District. There would be no net fiscal impact to the Ravenswood Elementary
School District and the Redwood City School District from the Project or alternatives because both
are revenue limit districts.
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Selected Net Fiscal Impact Findings for the Project at Buildout in 2040
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All figures in 2015 dollars

Existing

Item 8.

General Plan Proposed
Development M-2 Area
Project Potential Changes Total (b)
City of Menlo Park $2,621,400 $5,685,500 $8,306,900
Special Districts
Menlo Park Fire Protection District $1,226,500 $1,191,200 $2,417,700
Sequoia Union High School District $245,600 ($6,195,900) ($5,950,300)
Ravenswood Elementary School District N/A N/A N/A
Redwood City Elementary School District N/A N/A N/A
Las Lomitas Elementary School District ($672,600) $0 ($672,600)
Menlo Park City Elementary School District ($3,398,200) $0  ($3,398,200)
Reduced Non-Residential Intensity Alternative
City of Menlo Park $2,621,400 $2,566,300 $5,187,700
Special Districts
Menlo Park Fire Protection District $1,226,500 $275,100 $1,501,600
Sequoia Union High School District $245,600 ($7,701,600) ($7,456,000)
Ravenswood Elementary School District N/A N/A N/A
Redwood City Elementary School District N/A N/A N/A
Las Lomitas Elementary School District ($672,600) $0 ($672,600)
Menlo Park City Elementary School District ($3,398,200) $0  ($3,398,200)
Reduced Intensity Alternative
City of Menlo Park $2,621,400 $4,220,500 $6,841,900
Special Districts
Menlo Park Fire Protection District $1,226,500 $867,400 $2,093,900
Sequoia Union High School District $245,600 ($4,679,100) ($4,433,500)
Ravenswood Elementary School District N/A N/A N/A
Redwood City Elementary School District N/A N/A N/A
Las Lomitas Elementary School District ($672,600) $0 ($672,600)
Menlo Park City Elementary School District ($3,398,200) $0  ($3,398,200)

- The Ravenswood and Redwood City Elementary School Districts are revenue limit districts, so all
new property tax revenues offset payments to the Districts by the State, and do not result in

increased revenue to the Districts.

- See report for explanation of Project and Alternatives, methodologies, and limiting conditions.

Source: BAE, 2015.

Report Organization

The FIA report on the following pages provides a fuller description of the Project, the methodology
and analysis used to determine these findings, and discussion of limiting conditions.
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New development brings increased demands on local government services and infrastructure,
but also generates new revenues for local government through additional taxes and fees. A
fiscal impact analysis describes a systematic approach to analysis of these increased
expenditures and revenues in order to evaluate whether proposed new development would
generate sufficient new fiscal revenues to cover new fiscal costs associated with provision of
public services.

The City of Menlo Park (City) retained BAE Urban Economics (BAE) to conduct a Fiscal Impact
Analysis (FIA) for the proposed General Plan Update (Land Use and Circulation Elements) and
M-2 Area Zoning Update, together known as ConnectMenlo (the Project). As discussed in the
Draft Environmental Impact Report (DEIR) for the Project, the General Plan Land Use Element
provides a policy framework to guide the type and scale of development that may occur in
Menlo Park over the next 24 years (2016-2040). Land use changes proposed in the General
Plan Update and implemented by the Zoning Update are focused in the M-2 Area of the City.
The M-2 Area comprises the northern-most portion of Menlo Park, and is generally bounded by
San Francisco Bay to the north; Redwood City to the west; East Palo Alto to the southeast; and
the Menlo Park neighborhoods of Belle Haven, Flood Triangle, Suburban Park, and Lorelei
Manor to the south.

This FIA estimates the fiscal impacts of full buildout of the Project. The baseline condition in
this FIA is the existing development built on the ground plus planned and reasonably
foreseeable projects (i.e., pending applications, recently approved, or under construction). The
FIA addresses the fiscal impact to the City’s General Fund from the Project as well as the fiscal
impact to special districts that provide services to residents and businesses in Menlo Park.
The following sections of the FIA address a series of revenue and expense topics in turn,
outline the methodology used for the FIA, and present the findings from the analysis. The
appendices contain additional technical information on selected topics.
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The objective of any fiscal impact analysis is the projection of changes in public revenues and
costs associated with development of a project. This FIA examines the potential impact that
the proposed new development would have on revenues and expenditures accruing to the
City’s General Fund and the following affected special districts:

= Menlo Park Fire Protection District

=  Menlo Park Municipal Water District

=  West Bay Sanitary District

= Ravenswood City Elementary School District

=  Redwood City Elementary School District

= Sequoia Union High School District

= San Mateo County Office of Education Special District
= San Mateo County Community College District

= Midpeninsula Regional Open Space District

= Sequoia Healthcare District

This analysis focuses on impacts to the City’s General Fund and special district operating
funds, which represent the portion of municipal and district budgets that finance the ongoing
provision of basic services. To pay for these services, the City’s General Fund and operating
funds are dependent on revenue sources such as property taxes, sales taxes, transient
occupancy taxes, and various local taxes, as well as revenues allocated by the State of
California and the federal government.

Within this FIA, except as otherwise noted in the text, the annual ongoing fiscal impact of the
Project is described in constant 2015 dollars, based on the future point in time when the
Project would be fully built out, which is assumed to be in year 2040. In addition, this FIA
provides an inflation-adjusted annual projection of fiscal impact through 2040 to describe
year-by-year fiscal impacts that could result from the Project.

Throughout this FIA, all revenue and expenditure estimates presented in tables are rounded to
the nearest $100 increment. The data and other inputs that are used to calculate revenue
and expenditure estimates are not rounded.

Service Population

The cost of providing government services is often based on the number of persons served. In
general, as the “service population” increases, there is a need to hire additional public safety
and other government employees, as well as a need to increase spending on equipment and
supply budgets.
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Accepted practice in fiscal impact analysis is to define the service population as 100 percent
of residents residing within a jurisdiction plus one third of the employees who work within the
jurisdiction. Calculating service population in this manner is intended to reflect that while local
employment contributes to a jurisdiction’s daytime population, thereby increasing demands for
governmental services, the residential population typically generates a larger share of demand
for services and is located within the jurisdiction for a longer portion of each day.

While a fiscal impact methodology based on service population is an important and useful
means for estimating increased expenditures, in some instances other approaches are more
appropriate, such as estimation of the increase in revenue or costs directly attributable to a
project. Where other methodologies are used for specific revenues, such as property taxes,
these are explained in the relevant sections. Shown in Table 1 are the service populations for
Menlo Park, the County, and relevant special districts.

Item 8.




Item 8.

Table 1: Existing Service Population, 2015
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2015 2015
Jurisdiction Residents (a) Employment (b)
Menlo Park 33,273 31,552
Menlo Park Fire Protection District (c) 87,980 41,150
San Mateo County 753,123 387,483
Midpeninsula Regional Open Space District (d) 658,511 448,296
Sequoia Healthcare District (f) 220,000 N/A
2015
Service
Jurisdiction Population (e)
Menlo Park 43,790
Menlo Park Fire Protection District 101,697
San Mateo County 882,284
Mid Peninsula Open Space District 807,943
Sequoia Healthcare District (f) 220,000

Notes:

(a) Population estimates for Menlo Park, San Mateo County, the Midpeninsula Regional
Open Space District, and the Sequoia Healthcare District per CA Dept. of Finance, 2015.
Population estimate for the Menlo Park Fire Protection District provided by the Fire
District based on analysis from Seifel Consulting.

(b) Employment estimates for Menlo Park, the Midpeninsula Regional Open Space
District, and the Sequoia Healthcare District per ACS, 2010-2014. Employment
estimates for San Mateo County per ACS, 2014. All employment figures assumed to be
within the margin of error for 2015.

(c) The Menlo Park Fire Protection District serves Atherton, East Palo Alto, Menlo Park,
portions of unincorporated San Mateo County and some Federal facilities. Population
and employment figures for the District are based on analysis by Seifel Consulting for
the draft 2015 MPFPD Impact Fee Nexus Study.

(d) Midpeninsula Open Space District includes Atherton, Cupertino, East Palo Alto, Half
Moon Bay, Los Altos, Los Altos Hills, Los Gatos, Menlo Park, Monte Sereno, Mountain
View, Palo Alto, Portola Valley, Redwood City, San Carlos, Saratoga, Sunnyvale, and
Woodside.

(e) Service population equals the resident population plus a portion of the employment
population to reflect the reduced demand from commercial uses. To estimate service
population for this analysis, each employee is multiplied by 1/3.

(f) The Sequoia Healthcare District serves Atherton, Belmont, Redwood City, Portola Valley,
San Carlos, Woodside, and portions of Menlo Park, Foster City, and San Mateo. District
population estimate per the Sequoia Healthcare District website. Employment figures not
caluculated because the District primarily serves residents rather than workers.

Sources: U.S. Census ACS 2010-2014; California State Department of Finance, 2015;
Seifel Consulting Inc., 2015; Sequoia Healthcare District, 2015; BAE, 2016.

Revenue Iltems

This FIA uses a variety of techniques to estimate revenues. As appropriate, estimates for
many revenue items rely on per capita, per employee, or per service population calculations,
depending on which populations are associated with particular revenue sources. Other
estimation methodologies are based on statutory requirements, such as those for property tax
revenues. Detailed information regarding revenue estimation methodologies are provided in

each of the relevant sections below.
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Except as noted, all revenue figures are presented in constant 2015 dollars in order to
facilitate comparisons.

Expenditure ltems

Expenditure estimates are based on one of two estimation methods. Where practical, specific
incremental or “marginal costs” were identified. Marginal costs represent direct estimates of
the costs associated with the addition of staff, equipment, and/or supplies needed to provide
services to new development. Representatives of City departments, including the Community
Services, Library, and Police departments, as well as representatives of the special districts
providing fire protection and other services were provided with questionnaires as part of the
EIR process, which were used to determine whether marginal cost estimates could be
reasonably calculated. BAE also relied on prior fiscal analysis experience with the City of
Menlo Park to evaluate the potential impacts of new development on various City departments
and special districts.

In cases where it was impractical to identify specific marginal costs, an “average cost” method
was used to calculate the impact to public service costs. Calculation of average costs involves
the calculation of unit costs on a per service population basis, such as the cost to provide
recreation programs and other services in Menlo Park through the Community Services
Department. This unit cost is calculated by dividing the entire Community Services
Department budget by the jurisdiction’s current service population. The unit cost is then
applied to an estimate of the increase in service population projected from new development.
Detailed information regarding expenditure estimation methodologies is provided in each of
the relevant sections below.

All expenditure figures are presented in constant 2015 dollars, except as noted, in order to
facilitate comparisons.

Item 8.
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This report is organized into the following sections:

Development Program Overview. This section provides an overview of the Project.

City’s General Fund Fiscal Impact Analysis. This section provides an analysis focused on
the City’s General Fund. Specific topics are listed below.

(0]

General Fund Revenues. This section describes methodologies for estimating
revenues and provides a detailed source-by-source estimate of the City’s revenues.

General Fund Expenditures. This section describes methodologies for estimating
expenditures and provides a detailed, department-by-department estimate of the City’s
General Fund expenditures.

Summary of Annual Ongoing Net Fiscal Impact. This section provides an estimate of
the annual ongoing net fiscal impact to the City’s General Fund resulting from the
Project by comparing the findings of the two preceding sections.

24-Year Projection. This section presents the year-by-year and total net fiscal impact
of the Project across a 24-year period (2016-2040), expressed in nominal dollars
adjusted for inflation, along with a net present value calculation in constant 2015
dollars.

Special District Fiscal Impact Analysis. This section presents methodologies for estimating
special district revenues and expenditures and presents the net annual fiscal impact to
the operating budget of each of the affected special districts for the Project.
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The Project analyzed in this FIA and the DEIR consists of the proposed General Plan Update
(Land Use and Circulation Elements) and M-2 Area Zoning Update, together known as
ConnectMenlo. This FIA estimates the fiscal impacts of the full buildout that would be possible
due to the Project, using the existing development built on the ground plus planned and
reasonably foreseeable projects (i.e., pending applications, recently approved, or under
construction) as the baseline condition.! The Project includes both the remaining
development potential under the City’s current General Plan, which includes development
potential in the M-2 area and in the remainder of the City, and the additional development
potential that would be allowable with adoption of ConnectMenlo, which would occur in the M-
2 area only. The DEIR also analyzes a Reduced Non-Residential Intensity Alternative, a
Reduced Intensity Alternative, and a No Project Alternative, which are also analyzed in the FIA.
The development programs for the Project and both alternatives are shown in Table 2.

For the Project and the Reduced Non-Residential Intensity and Reduced Intensity Alternatives,
the FIA analyzes the fiscal impact of 1) buildout of the remaining development potential under
Menlo Park’s existing General Plan (i.e., the No Project Alternative in the DEIR), which is the
same for the Project and alternatives; 2) the increment of new development that would result
from full buildout of the Project or alternatives, using the remaining development potential
under the existing General Plan as the baseline condition; and 3) the full buildout of the
Project or alternatives, which consists of the buildout of the remaining development potential
under the existing General Plan and buildout of the increment of additional development
potential under the Project or alternative.

This section provides an overview of the type and quantity of development analyzed in this FIA.
It should be noted that all figures presented in this section are estimates representing a
conceptual development program that could result from the Project or the Alternatives. The
development programs outlined below are based on an in-depth analysis conducted by City
staff and the consultant team to identify the likely mix of uses that would result from the
Project. However, the specific mix of uses presented in this analysis is not proscriptive, and
the actual mix of uses resulting from the Project or alternatives could differ from the
development programs presented below, particularly for non-residential uses.

Project Development Program

The buildout projections shown in Table 3-2 of the DEIR form the basis of the development
program analyzed in the FIA. The Project buildout projections in the DEIR include the quantity

1 This FIA does not analyze the impacts of the proposed Facebook campus expansion, which has been analyzed in a
separate FIA.
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of residential units that would be possible in the M-2 area and elsewhere in Menlo Park; a
breakdown of the proposed non-residential buildout potential in the M-2 Area by office, life
sciences, and commercial uses; and the number of hotel rooms in the M-2 Area. The
development program in the FIA matches these buildout estimates from the DEIR. For non-
residential uses outside of the M-2 Area, the DEIR provides the total square footage but not
the distribution of these uses across specific non-residential use types. Accordingly, the FIA
uses estimates by City staff to determine the distribution of future non-residential
development outside of the M-2 (all of which is allowable under the existing General Plan),
between office and retail uses.

The FIA does not assume a net increase in hotel rooms from the remaining development
potential under the existing General Plan, although the El Camino Real/Downtown Specific
Plan does allow for additional hotel development potential. This is a conservative assumption
because the FIA therefore does not calculate potential transient occupancy taxes that could
result from future new hotel rooms in the EI Camino Real/Downtown Specific Plan area.

According to the DEIR, the Project totals 4.015 million square feet of nonresidential uses, 400
hotel rooms, and 5,500 multifamily residential units, as shown in Table 2.2 The majority of this
development would occur in the M-2 area. Of the total development included in the Project,
the increment that exceeds the development potential under the City’s current General Plan
consists of 2.3 million square feet of non-residential uses, 4,500 residential units, and 400
hotel rooms, all of which would be located in the M-2 area.

As discussed in the ConnectMenlo DEIR, future residential units in the M-2 area are expected
to consist of multifamily units and up to 1,500 units of employee housing for Facebook
employees. Outside of the M-2 area, residential development is expected to consist of
multifamily units and single-family units developed as second units on lots where single-family
units currently exist. Of the residential units that would not be Facebook employee housing,
the FIA assumes that 25 percent (1,000 units) would be for-sale housing, and the remaining
75 percent (3,000 units) would be rental units. The assumed ratio of for-sale to rental units
reflects recent trends in multifamily residential development in Menlo Park and neighboring
communities, which have generally demonstrated a robust multifamily rental market and a
somewhat more moderate market for condominiums.

Alternative Development Programs

Compared to the Project, the Reduced Non-Residential Intensity Alternative and the Reduced
Intensity Alternative show a smaller increment of development in excess of the remaining

2 For the purpose of the FIA, all 200,000 square feet of commercial development are assumed to be comprised of a
mix of retail uses.
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development potential under the Current General Plan. As with the Project, both alternatives
include the remaining full development potential under the City’s current General Plan.

Reduced Non-Residential Intensity Alternative

Under the Reduced Non-Residential Intensity Alternative, the increment of non-residential
development in excess of the development potential from the current General Plan would be
reduced by approximately half. The increment would decrease from 2.3 million square feet of
non-residential uses and 400 hotel rooms under the Project to 1.2 million square feet of non-
residential uses and 200 hotel rooms under the Reduced Non-Residential Intensity Alternative.
The FIA assumes that the reduction in non-residential square footage would be proportional
across office, life sciences, and commercial uses. The quantity of residential development
would be the same as under the Project.

Reduced Intensity Alternative

Under the Reduced Intensity Alternative, the increment of all development in excess of the
development potential from the current General Plan would be reduced by 25 percent. This
reduction results in an increment totaling 1.7 million square feet of non-residential uses, 300
hotel rooms, and 3,375 residential units (including up to 1,125 Facebook employee housing
units) in excess of the development allowed under the current General Plan. The FIA assumes
that the reduction in non-residential square footage would be proportional across office, life
sciences, and commercial uses.
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Table 2: Development Program, Project and Alternatives
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Existing General Plan Proposed

Buildout Potential (b) M-2 Area Total
Project M-2 Area Remainder of City Changes (a) Project
Total Non-Residential sq. ft. 1,360,000 355,000 2,300,000 4,015,000
Office 585,000 342,000 700,000 1,627,000
Life Sciences 700,000 - 1,400,000 2,100,000
Retail 75,000 13,000 200,000 288,000
Hotel Rooms (c) - - 400 400
Residential Units (d) 150 850 4,500 5,500
Rental Units 113 638 2,250 3,000
Condominiums 38 213 750 1,000
Facebook Employee Housing Units - - 1,500 1,500
Reduced Non-Residential Intensity Alternative
Total Non-Residential sq. ft. (e) 1,360,000 355,000 1,200,000 2,915,000
Office 585,000 342,000 365,217 1,292,217
Life Sciences 700,000 - 730,435 1,430,435
Retail 75,000 13,000 104,348 192,348
Hotel Rooms (c) - - 200 200
Residential Units (d) 150 850 4,500 5,500
Rental Units 113 638 2,250 3,000
Condominiums 38 213 750 1,000
Facebook Employee Housing Units - - 1,500 1,500
Reduced Intensity Alternative
Total Non-Residential sq. ft. (e) 1,360,000 355,000 1,700,000 3,415,000
Office 585,000 342,000 517,391 1,444,391
Life Sciences 700,000 - 1,034,783 1,734,783
Retail 75,000 13,000 147,826 235,826
Hotel Rooms (c) - - 300 300
Residential Units (d) 150 850 3,375 4,375
Rental Units 113 638 1,688 2,438
Condominiums 38 213 562 812
Facebook Employee Housing Units - - 1,125 1,125

Notes:

(a) The Proposed M-2 Area development potential represents increased development potential for the
M-2 Area only, but does not include the Facebook Campus Expansion Project.

(b) This represents what could be built if the proposed project were not approved, which is the ongoing
development potential of the “No Project” condition discussed in Chapter 5 of the DEIR. The figures dc
do not include the Facebook Campus Expansion project.

(c) An unknown number of additional hotel rooms could be proposed under the current General Plan.
This analysis assumes that no hotels would be built under the current General Plan. Hotel square
footage that would be part of the proposed M-2 Area changes is not included in non residential

square feet.

(d) Residential units proposed in the M-2 Area would include multi family units and-corporate housing.
Residential units proposed throughout the remainder of the city could include multi family units and
single family units developed as second units where single family units currently exist.

(e) Total proposed M-2 Area non-residential square footage for each alternative is from the DEIR. The

FIA assumes that office, life sciences, and retail development will each account for the same
proportion of total non-residenital square footage in the each of the alternatives as in the Project.
Sources: PlaceWorks, 2015; City of Menlo Park, 2016; BAE, 2016.
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Population Increase

The DEIR estimates that the Project and the Reduced Non-Residential Intensity Alternative
would generate 14,150 net new Menlo Park residents. The Reduced Intensity Alternative
would generate 11,258 net new Menlo Park residents. Population growth resulting from
buildout of the remaining development potential under the existing General Plan accounts for
2,580 of the residents that the Project or alternatives would generate.

In total, the DEIR estimates that the Project would result in a maximum Citywide population of
50,350 residents by 2040, up from 32,900 residents in 2015.3 The total estimated increase
in population between 2015 and 2040 includes an estimated 3,300 additional residents that
would result from reasonably foreseeable projects (i.e., projects that are pending applications,
recently approved, or under construction), which are not included in the Project. The Reduced
Non-Residential Intensity Alternative would generate the same number of residents as the
Project, and therefore would also result in the same maximum Citywide population. The
Reduced Intensity Alternative would result in a Citywide population of approximately 47,460
residents, including residents from reasonably foreseeable projects.

Employment Generation

The DEIR estimates that the Project would generate 9,900 net new employees in the City,
while the Reduced Non-Residential Intensity Alternative would result in 7,150 net new
employees and the Reduced Intensity Alternative would result in 8,525 net new employees.
As shown in Table 3, this results in a net increase of 3,300 service population members from
new employment under the Project, 2,383 service population members from employment
under Reduced Non-Residential Intensity Alternative, and 2,842 service population members
from employment under the Reduced Intensity Alternative.4 Employment growth resulting
from buildout of the remaining development potential under the existing General Plan
accounts for 4,400 of the employees that the Project or alternatives would generate, resulting
in an increase of 1,467 service population members due to buildout of the existing General
Plan.

The DEIR estimates that Citywide employment would increase from 30,900 in 2015 to 53,250
in 2040 as a result of implementation of the Project.> The total estimated increase in
employees between 2015 and 2040 includes an estimated 12,450 additional employees that
would result from reasonably foreseeable projects (i.e., projects that are pending applications,
recently approved, or under construction), which are not included in the Project. The Reduced
Non-Residential Intensity Alternative would result in 50,500 employees Citywide and the

3 The DEIR and FIA rely on different data sources to estimate the 2015 population in Menlo Park, resulting in
slightly different estimates in the DIER than in Table 1 of the FIA.

4 As discussed in the methodology section, each new employee is counted as an increase in service population of
one-third.

5 The DEIR and FIA rely on different data sources to estimate the 2015 employment in Menlo Park, resulting in
slightly different estimates in the DIER than in Table 1 of the FIA.
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Reduced Intensity Alternative would result in 51,875 employees Citywide, including employees

from reasonably foreseeable projects.
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Table 3: Projected Change to Menlo Park Service Population at
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Buildout
Existing

General Plan Proposed

Development M-2 Area
Project Potential (a) Changes Total (b)
Net New Service Population (c) 4,047 13,403 17,450
Net New Service Population from Employees (c) 1,467 1,833 3,300
Net New Service Population from Residents (c) 2,580 11,570 14,150
New Employees (d) 4,400 5,500 9,900
New Residents (d) 2,580 11,570 14,150
Reduced Non-Residential Intensity Alternative
Net New Service Population (c) 4,047 12,487 16,533
Net New Service Population from Employees (c) 1,467 917 2,383
Net New Service Population from Residents (c) 2,580 11,570 14,150
New Employees (d) 4,400 2,750 7,150
New Residents (d) 2,580 11,570 14,150
Reduced Intensity Alternative
Net New Service Population (c) 4,047 10,053 14,100
Net New Service Population from Employees (c) 1,467 1,375 2,842
Net New Service Population from Residents (c) 2,580 8,678 11,258
New Employees (d) 4,400 4,125 8,525
New Residents (d) 2,580 8,678 11,258

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Service population equals the resident population plus a portion of the employment

population to reflect the reduced demand from commercial uses. To estimate service

population, employees are multiplied by 1/3.

(d) Net increase in employees and residents based on the ConnectMenlo DEIR.

Sources: PlaceWorks, 2015; BAE, 2016.
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Annually Recurring General Fund Revenues

The Project would generate revenue for the City and various special districts from a variety of
sources, including sales tax and property tax, as well as business licenses, fines, fees, and
charges for services.

The following section details the methodology for calculating these revenues and provides an
estimate of revenues that would be generated by the Project.

Sales and Use Tax

According to the State Board of Equalization (SBOE), the City receives sales tax revenues equal
to 0.95 percent of local taxable expenditures that occur within the City limits. Although the
Bradley-Burns Local Sales and Use Tax specifies that one percent of the total sales tax is
distributed to the local jurisdiction, cities within many California counties, including San Mateo
County, share five percent of sales tax revenues with the county government to cover
administrative and other costs, retaining 95 percent of the one percent sales tax, or 0.95
percent of total taxable sales, for themselves. Sales tax revenues associated with the Project
would be expected to accrue from new residents’ and employees’ taxable retail spending at
Menlo Park retailers as well as business-to-business taxable transactions resulting from new
Menlo Park businesses that are accommodated through the Project.

The Project would include a net increase in retail space. The new retail space is expected to
consist primarily of neighborhood-serving retail uses, supported at least in part by the net
increase in residents and employees from the Project. The FIA does not include an estimate of
sales tax revenue from new retail space that would be included as part of the Project.

Because the FIA calculates sales tax revenue from residents’ and employee’s spending, the
FIA does not separately calculate revenues from new retail space to avoid double-counting
these revenues.

Sales Tax Revenues from New Residents’ Spending

According to the SBOE, in 2013 taxable expenditures were $14,035 per person in Menlo Park
and $13,227 per person throughout San Mateo and Santa Clara County.6 Although overall per
capita spending in Menlo Park was similar to spending throughout San Mateo and Santa Clara
County, the SBOE data demonstrates variation in the expenditures in particular store
categories, indicating that Menlo Park residents had to leave the City to purchase certain

6 As of the date that this analysis was completed, 2013 data were the most recent annual SBOE data available. All
figures are shown in 2015 dollars. Taxable expenditure estimates shown in this section do not include
expenditures in the category that SBOE classifies as “All Other Outlets” because sales in this category consist
primarily of business-to-business sales taxes, which are not impacted by population growth.
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items, potentially due to limited availability, while other items drew shoppers from outside the
City. The SBOE data suggest that Menlo Park residents purchased some portion of home
furnishings, building materials, and apparel goods elsewhere in San Mateo and Santa Clara
counties, while county residents came to Menlo Park to purchase food, gas, dining, and
specialty goods. After accounting for purchases by Menlo Park residents that typically occur
outside of Menlo Park, taxable purchases by Menlo Park residents that are made within the
City average an estimated $11,683 per resident annually, as shown in Table 4.

Table 4: Estimated Annual Taxable Expenditures per Resident, Menlo Park, 2015
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2013 Taxable

Sales Per Capita (a) Estimated % Estimated

San Mateo & Leakage of of Resident New Resident

Menlo Santa Clara Sales out Sales in City Taxable Sales in

Business Category Park Counties of City (b) (c) Menlo Park (d)
Retail and Food Services

Home Furnishings and Appliance Stores $822 $1,123 27% 73% $822

Bldg. Matrl. and Garden Equip. and Supplies $559 $988 43% 57% $559

Food and Beverage Stores $1,968 $693 (184%) 100% $693

Gasoline Stations $2,084 $1,573 (32%) 100% $1,573

Clothing and Clothing Accessories Stores $428 $1,242 66% 34% $428

Food Services and Drinking Places $2,400 $2,159 (11%) 100% $2,159

Other Retail Group $5.774 $5.449 (6%) 100% $5.449

Total (e) $14,035 $13,227 $11,683

Notes:

(a) 2013 data inflated to 2015 dollars. Population estimates from the California Department of Finance used to calculate
2013 per capita sales. Population estimates for 2013:

Menlo Park: 32,852

San Mateo County: 739,804

Santa Clara County: 1,844,389
(b) Retail spending for Menlo Park residents is assumed to be equal to per capita spending patterns for the two counties. If
Menlo Park residents spend fewer dollars per capita than in San Mateo and Santa Clara Counties, the analysis assumes
the difference leaks out to other shopping centers in the two counties. A zero percent leakage indicates that residents
can get all shopping needs met in Menlo Park. Negative figures indicate that Menlo Park receives a net injection, i.e. more
sales than are likely attributable to just Menlo Park residents.
(c) Based on data in column (b); estimates the percentage of resident spending within a category that will occur in Menlo
Park; numbers cannot be greater than 100%.
(d) Equals (Taxable Sales per Capita in San Mateo and Santa Clara Counties) x (Estimated % of Residents Sales in City).
Assumes that Menlo Park will capture most or all new residents' retail spending in categories with low/no leakage and will
capture little spending in high leakage categories, based on current spending patterns, and assumes that the mix of retail
offerings in Menlo Park remains relatively consistent.
(e) Total does not include taxable sales in the category that SBOE classifies as "All Other Outlets" because taxable sales
in that category consist primarily of business-to-business sales taxes that would not be impacted by population growth.
Sources: CA Department of Finance, 2013; State Board of Equalization, 2013; BAE, 2015.

The FIA assumes that new residents will generate the same amount of annual taxable sales
per resident within Menlo Park as existing Menlo Park residents. This figure ($11,683) was
multiplied by the number of new residents projected for the Project. As Table 5 shows, sales
tax revenues associated with new residents’ spending from the Project and Reduced Non-
Residential Intensity Alternative is the Reduced Non-Residential Intensity and Reduced
Intensity estimated at $1.6 million per year. The Reduced Intensity Alternative would generate
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an estimated $1.2 million per year in sales tax revenue from new residents’ spending.
Buildout of the remaining development potential under the existing General Plan accounts for
an estimated $286,300 of the total projected increase in sales tax revenues from resident
spending from the Project or alternatives.

Table 5: Estimated Annual Sales Tax Revenues to the City of
Menlo Park from New Resident Spending at 2040 Buildout
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Existing

General Plan Proposed

Development M-2 Area
Project Potential (a) Changes Total (b)
Total New Sales Tax Revenue (c) $286,300  $1,284,100 $1,570,400
Total Taxable Sales $30,140,895 $135,166,727 $165,307,622
Number of Net New Residents 2,580 11,570 14,150
Reduced Non-Residential Intensity Alternative
Total New Sales Tax Revenue (c) $286,300 $1,284,100 $1,570,400
Total Taxable Sales $30,140,895 $135,166,727 $165,307,622
Number of Net New Residents 2,580 11,570 14,150
Reduced Intensity Alternative
Total New Sales Tax Revenue (c) $286,300 $963,200 $1,249,500
Total Taxable Sales $30,140,895 $101,380,886 $131,521,781
Number of Net New Residents 2,580 8,678 11,258

Notes:
(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Sales tax rate to the Menlo Park General Fund:
0.95% of total taxable sales.
Source: BAE, 2016.

Sales Tax Revenues from New Employees’ Spending

Sales tax revenues associated with new employees’ taxable retail spending generally consists
of on- and off-site food purchases (e.g., lunches) and other convenience goods retail
purchases. The International Council of Shopping Centers (ICSC) publishes a detailed survey
of office worker spending patterns, which provides a useful estimate of likely spending by
employees that the Project would generate. According to these data, employees at suburban
office locations spend an average of $7,912 annually on food and retail purchases near their
place of work (both taxable and non-taxable retail sales). Of this total, an estimated $1,576 is
spent in drug or grocery stores. Purchases in drug and grocery stores typically consist largely of
sales of items that are not taxable in California, with roughly 30 percent of sales in these
stores falling into taxable categories. Based on these assumptions, the annual taxable sales
per employee is estimated at $6,809.

The FIA assumes that half of employee spending occurs at Menlo Park retail and restaurant
locations to account for some spending in neighboring jurisdictions. In addition, reducing
employee spending estimates by half accounts for the possibility that some employers may
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provide employee meals on site free of charge, which would not be taxable, thereby reducing
employee lunch purchases at Menlo Park restaurants. However, it is expected that the
majority of new employees will not be provided with free meals on site.”

As shown in Table 6, the new employee spending from the Project is estimated to generate
$320,200 per year in sales tax revenue to the City of Menlo Park. Sales tax revenue from new
employee spending would total $231,200 per year under the Reduced Non-Residential
Intensity Alternative and $275,700 per year under the Reduced Intensity Alternative. Of the
total projected increase in sales taxes from worker spending from the Project and Alternatives,
buildout of the remaining development potential under the existing General Plan would total
an estimated $142,300.

7 Facebook is a significant employer that is planning an expansion in Menlo Park and does provide employee meals
on site free of charge. However, the fiscal impacts of the proposed Facebook campus expansion are analyzed in a
separate FIA and therefore this FIA does not estimate employee spending generated by the proposed Facebook
expansion.
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Table 6: Estimated Annual Sales Tax Revenues to the City of Menlo
Park from New Employee Spending at 2040 Buildout
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Existing
General Plan  Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Sales Tax Receipts to City of Menlo Park $142,300 $177,900 $320,200
Net Additional Employment 4,400 5,500 9,900

Estimated Annual Taxable Retail Spending in Menlo Park ~ $14,979,400 $18,724,300 $33,703,700

Reduced Non-Residential Intensity Alternative

Sales Tax Receipts to City of Menlo Park $142,300 $88,900  $231,200
Net Additional Employment 4,400 2,750 7,150
Estimated Annual Taxable Retail Spending in Menlo Park ~ $14,979,400 $9,362,100 $24,341,500

Reduced Intensity Alternative

Sales Tax Receipts to City of Menlo Park $142,300 $133,400 $275,700
Net Additional Employment 4,400 4,125 8,525
Estimated Annual Taxable Retail Spending in Menlo Park ~ $14,979,400 $14,043,200 $29,022,600

Assumptions

Annual Spending per Worker Near Workplace(c) $7,912
Spending per Worker in Drug and Grocery Stores (c) $1,576
Percent of Drug and Grocery Store Sales that are Taxable (d) 30%
Taxable Worker Spending in Drug and Grocery Stores (d) $473
Spending per Worker in All Other Outlets (e) $6,336
Total Taxable Retail Sales per Worker (f) $6,809
Taxable Sales in Menlo Park per Worker (f) $3,404

Share of Spending in Menlo Park Retailers (g) 50%

Menlo Park Share of Sales Tax Receipts 0.95%

Menlo Park Sales Tax Revenue from Worker Spending (per worker) $32.34

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Based on data from International Council of Shopping Centers (ICSC), Office-Worker Retail
Spending in a Digital Age, 2012. Spending estimates adjusted to 2015 dollars.

(d) Taxable drug and grocery store spending estimated to total 30 percent of purchases at drug and
grocery stores because the remaining sales at these stores are assumed to be non-taxable.

(e) Spending in all other outlets is equal to total annual spending per worker less spending in drug and
grocery stores.

(f) Total taxable retail sales per office worker is equal to taxable spending in drug and grocery stores
(i.e., 30 percent of drug and grocery store spending) plus spending at all other outlets (assumed to be
100 percent taxable).

(g) Assumption for which portion of spending would occur in Menlo Park rather than East Palo Alto,
Redwood City, Atherton, Palo Alto, or other neighboring areas. This share also accounts for some
companies that provide employee meals on site free of charge, which would not be taxable.

Sources: ICSC, 2012; BAE, 2015.

Business-to-Business Sales Tax Revenues

The Project could potentially generate sales tax revenue through business-to-business and
other non-retail transactions for which Menlo Park is identified as the point of sale. As
opposed to retail transactions where the point of sale is at the retail location, for non-retail
sales of taxable goods to final users, the State Board of Equalization defines the point of sale
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as the seller’s location where the principal sales negotiations are carried out - typically the
company sales office. This can be a significant source for Silicon Valley companies that sell
computers, telecommunications hardware, and other equipment subject to sales tax.

To estimate non-retail sales taxes, BAE examined confidential sales tax data provided by the
City of Menlo Park Finance Department for several office and life sciences developments in
the City. These developments are listed below and are considered a representative sample of
the City’s newer office developments. In total, these developments include approximately 2.3
million square feet of office space.

Table 7: Representative Office
Developments, Menlo Park, 2016
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Gross Floor
Address(es) Area (Sq. Ft.)
275 Middlefield Rd & 155 Linfield Dr 140,830
333 Middlefield Rd 44,386
120-160 Scott Dr 121,940
180-200 Jefferson Dr 210,000
2800 Sand Hill Rd 65,325
2725-2775 Sand Hill Rd 146,000
1000 EI Camino Real 38,100
1600 El Camino Real 51,915
3850 Bohannon Dr & 990 Marsh Rd 11,646
3805 Bohannon Dr & 1000 Marsh Rd 40,250
4100-4700 Bohannon Dr 360,000
1601 Willow Road 1,035,840
TOTAL 2,266,232

Sources: City of Menlo Park, 2016; BAE, 2016.

Table 8 shows a representative sample of life sciences development in Menlo Park. In total,
these developments include approximately 686,800 square feet. Of this total, approximately
41,300 square feet were added to the City’s life sciences inventory in 2008, while the rest of
the square footage was constructed prior to 2000.
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Table 8: Representative Life Sciences
Developments, Menlo Park, 2016
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Gross Floor
Address(es) Area (Sq. Ft.)
20 Kelly Ct 35,700
125 Constitution Dr 63,600
127 Independence Dr 47,885
171-199 Jefferson Dr 40,000
960 Hamilton Ct 29,902
1050-1098 Hamilton Ct 45,000
1360 O'Brien Dr 109,335
1380 Willow Rd 33,792
1430 O'Brien Dr 65,952
1455 Adams Dr 57,657
3565 Haven Ave 31,168
3885 Bohannon Dr 85,543
4040 Campbell Ave (built 2008) 41,284
Total After 2008 686,818
Total Before 2008 645,534

Sources: City of Menlo Park; BAE, 2016.

For each of these developments, the Finance Department provided total annual sales tax
revenue between 2000 and 2015, excluding sales tax revenues generated in any ground floor
retail space. As shown in Table 9, business-to-business sales tax revenues from office
developments ranged from a high of approximately $4.5 million to a low of $183,917. Divided
by the total amount of square footage in these developments, revenues ranged from $81 to
$1,981 per 1,000 square feet of gross floor area. The dramatic year-to-year differences result
from sales amounts recorded by a very small number of tenants. When a tenant leaves or
enters a development, or when its sales are unusually high or low during a given year, or when
the location of the point of sale changes, the amount of business-to-business sales taxes
generated varies widely.8

8 State law protects the confidentiality of sales tax data to protect the proprietary information of businesses. Hence
individual business names are not provided in this report and all data is aggregated.
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Table 9: Business-to-Business Sales Tax
Generation from Existing Large Office
Developments in Menlo Park

Historic Business-

to-Business Sales Total $ Per 1,000
Tax Revenues (a) Revenues (b) Sq. Ft.
Low-Range $183,917 $81
Median (Mid-Range) $969,372 $428
High-Range $4,488,428 $1,981
Notes:

(a) All figures have been adjusted to 2015 dollars based on
Bay Area CPI for All Urban Consumers.

(b) Revenues generated in existing large office developments
in Menlo Park.

Sources: City of Menlo Park, 2016; BAE, 2016.

As shown in Table 10, business-to-business sales tax revenues from life sciences
developments ranged from a high of $915,232 to a low of $146,887. Divided by the total
amount of square footage in these developments, revenues ranged from $228 to $1,333 per

1,000 square feet of gross floor area.

Table 10: Business-to-Business Sales
Tax Generation from Existing Life
Sciences Developments in Menlo Park

Historic Business-

to-Business Sales Total $ Per 1,000
Tax Revenues (a) Revenues (b) Sq. Ft.
Low-Range $146,887 $228
Median (Mid-Range) $633,044 $957
High-Range $915,232 $1,333
Notes:

(a) All figures have been adjusted to 2015 dollars based on
Bay Area CPI for All Urban Consumers.

(b) Revenues generated in existing large office developments
in Menlo Park.

Sources: City of Menlo Park, 2015; BAE, 2016.

Table 11 shows the estimated range of potential annual business-to-business sales tax
revenue from the Project, based on data in Table 9 and Table 10 (see Table C-1 for detailed
calculations). Assuming revenues at the high end of the range, the Project would annually
generate $6,020,800 in business-to-business sales tax revenue, compared to $2,705,600 in
the middle range, and $609,800 at the low end. The Reduced Non-Residential Intensity
Alternative would generate between $430,400 and $4,465,500 per year in business-to-
business sales tax revenue. The Reduced Intensity Alternative would generate $511,900 to
$5,172,500 per year in business-to-business sales tax revenue. Buildout of the remaining
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development potential under the existing General Plan would generate $234,500 to
$2,768,800 per year in business-to-business sales tax revenue, which is included in the
estimated business-to-business sales tax revenues from the Project and alternatives.

Actual business-to-business sales tax revenue generation would depend on the specific mix of
tenants who occupy the space in the Project. Certain types of office tenants tend to generate
substantial business-to-business sales tax revenues, including high technology hardware
corporations sales offices, while social media and professional and financial services firms
tend to generate little or no business-to-business sales tax revenues. The median values
shown in Table 11 are used in the FIA to estimate total business-to-business sales tax revenue
generated by the Project, Reduced Non-Residential Intensity Alternative, and Reduced

Intensity Alternative.

Item 8.

Table 11: Estimated Increase in Annual Business-to-Business
Sales Tax Revenues to the City of Menlo Park at 2040 Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Total Estimated Business-to-Business Sales Tax

Low Estimate $234,500 $375,300  $609,800
Median (Mid-Range) Estimate $1,066,400 $1,639,200 $2,705,600
High Estimate $2,768,800 $3,252,000 $6,020,800

Reduced Non-Residential Intensity Alternative
Total Estimated Business-to-Business Sales Tax

Low Estimate $234,500 $195,900 $430,400
Median (Mid-Range) Estimate $1,066,400 $855,300 $1,921,700
High Estimate $2,768,800 $1,696,700 $4,465,500

Reduced Intensity Alternative
Total Estimated Business-to-Business Sales Tax

Low Estimate $234,500 $277,400  $511,900
Median (Mid-Range) Estimate $1,066,400 $1,211,600 $2,278,000
High Estimate $2,768,800 $2,403,600 $5,172,400
Estimated Business-to-Business Sales Tax per 1,000 sq. ft.

Office

Low Range $81
Median $428
High Range $1,981

Life Sciences

Low Range $228
Median $957
High Range $1,333
Notes:

See Appendix C for detailed calculations.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
Source: BAE, 2016.
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Property Taxes

Property taxes are a key source of the City’s General Fund revenues, as well as the primary
revenue source for a number of special districts. Property taxes are applicable to real
property, defined as land and the buildings attached to it, and certain types of personal
property, including furniture, fixtures, and equipment (FF&E) owned by businesses.® Property
in California is subject to a base 1.0 percent property tax rate, which is shared among various
local jurisdictions including the County, City, and special districts, as well as the State, which is
allocated a portion of funds known as Education Revenue Augmentation Funds (“ERAF”).

In addition to the base 1.0 percent tax rate, within certain areas of the County and local
jurisdictions supplemental property taxes apply. The Project site is subject to supplemental
property taxes to pay for bonds issued for school district, community college district, and City
parks and recreation purposes. Supplemental property taxes are restricted for specific uses
and apply only to real property and not to business or personal property. This analysis focuses
on the City’s General Fund revenues and does not calculate supplemental taxes for non-
discretionary services.

The distribution of the base 1.0 percent property tax revenues varies based on the Tax Rate
Area (TRA) that a property is located in, as do the supplemental taxes that apply to the
property. Table 12 shows the median share of the base 1.0 percent property tax to the City of
Menlo Park across all TRAs in the City, along with the median share to the special districts
analyzed in the FIA. Some special districts (e.g., each of the elementary school districts) cover
only portions of the City, and therefore collect property taxes only from those TRAs within the
jurisdiction of the district. For these special districts, the figures in Table 12 show the median
across all TRAs in the City that fall within the district, rather than across all TRAs in the City.

To estimate future property tax revenues resulting from new development, one must estimate
the new assessed value that the San Mateo County Assessor’s office would assign to the new
development, calculate the base property tax payment, and then allocate it to each jurisdiction
based on its share. Because the specific location of new development resulting from the
Project will be determined in part by property owner interest in developing particular land uses
on individual sites, it is not possible to definitively determine which TRAs will accommodate
new uses. The FIA therefore uses the median share of the base 1.0 percent property tax to
calculate property tax revenues to the City and special districts.

9 All San Mateo County businesses with personal property worth $100,000 or more are required to file an annual
personal property tax statement.
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Table 12: Distribution of Base 1% Property Tax Assessment, 2016
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Pre-ERAF ERAF Post-ERAF
Jurisdiction (a) Distribution (b) Shift (c) Distribution (d)
City of Menlo Park 10.98% 17.24% 9.08%
Las Lomitas Elementary School District 20.58% 0.00% 20.58%
Menlo Park City Elementary School District 18.24% 0.00% 18.24%
Ravenswood Elementary School District 32.70% 0.00% 32.70%
Redwood City Elementary School District 22.49% 0.00% 22.49%
Sequoia Union High School District 15.18% 0.00% 15.18%
San Mateo Community College District 6.59% 0.00% 6.59%
Menlo Park Fire District 15.10% 11.22% 13.40%
Midpeninsula Regional Open Space District 1.79% 0.00% 1.79%
Sequoia Hospital District 1.49% 0.00% 1.49%
County Office of Education 3.43% 0.00% 3.43%

Note:

(a) Only those jurisdictions analyzed in the FIA are shown.

(b) Pre-ERAF distribution reflects the median of all tax rate areas in Menlo Park that are within
each of the jurisdictions shown. Percentages sum to more than 100 percent because each TRA
is in only one of the four elementary school districts.

(c) The ERAF shift shown represents the percentage reduction of property taxes to each
jurisdiction to fund ERAF, based on FY 2014-15 figures provided by the San Mateo County
Controller's Office.

(a) Percentages shown for each jurisdiction after any reductions due to ERAF shifts.

Sources: San Mateo County Controller; BAE, 2015.

The assessed value of real property consists of two components: land value and improvement
value. Proposition 13 provides that the value of each of these components cannot increase by
more than two percent per year, except when a property is transferred to a new ownership
entity, in which case it is reappraised at current market value; or for construction of new
improvements, in which case the assessed value is increased by the value of the construction.

BAE used current market data and standard development assumptions to estimate the
assessed value of development that could result from the Project. The valuation of rental
residential units and nonresidential development is based on the projected net operating
income for each use type, using standard assumptions regarding rental rates, occupancy,
operating expenses, and cap rates. Rental rate assumptions are based on BAE market
research, including review of data from CoStar and other published sources, recent BAE
experience with development projects in Menlo Park, and interviews with real estate
professionals with expertise in each use type.

For each nonresidential and rental residential development type, the current average rental
rate used to estimate the assessed value is ten percent lower than current average rental
rates, but within the range that developers would be likely to require in order to undertake
development projects. Because the valuation is meant to capture the market trends
necessary to support new development, which would drive the initial assessed property value
after development, the rental rate assumptions used in this analysis may be slightly higher
than would be expected based on averages during the past seven to ten years. Nonetheless,
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these assumptions likely represent a slight underestimate of current property values in Silicon
Valley, which are high at present due to current strong market conditions. Overall, these
assumptions provide a conservative estimate that accounts for potential market variation over
the 24-year time horizon for the FIA.

The FIA assumes that a portion of new rental units will be affordable to moderate- and lower-
income households. Among units that are not owned by nonprofit affordable housing
operators, the FIA assumes that 15 percent will be affordable to very low-, low-, or moderate-
income households. This assumption may overstate the share of affordable units among
those not owned by nonprofit affordable housing operators, and therefore leads to a more
conservative analysis for the total increase in assessed value from the Project or alternatives.
These affordable units would likely consist largely of affordable units incorporated into market-
rate developments pursuant to the State Density Bonus Law or into mixed-use market-rate
developments to satisfy the City of Menlo Park’s Below Market Rate Housing requirements for
commercial development. To a lesser extent, some of these units may be affordable due to
small unit sizes or other unit-specific features.

All capitalization rate assumptions are based on published sources and prior BAE research.10
This analysis relies on conservative cap rate assumptions that may understate the current
value of both residential and non-residential use types in order to account for potential market
variation over the long-term planning horizon for the Project.

The assumed valuation of Facebook employee housing units is equal to 65 percent of the
value of standard market-rate units. The employee housing units would likely lead to a smaller
increase in assessed value than standard rental units in part because the employee housing
would be developed on property that Facebook already owns. This analysis assumes that
Facebook will retain ownership of this property and any employee housing that is developed on
the property over the long term, and therefore development of any employee units would not
have an impact on the assessed value of the underlying land during the Project planning
horizon. In addition, dormitory-style employee housing may potentially be valued lower than
standard rental units due to the product type itself, depending on the particular features of the
development. Since the specific characteristics of these units are not known as of the writing
of this report, the FIA conservatively assumes a lower value for dormitory-style units as
compared to standard rental units.

The projected valuation of market-rate for sale condominiums is based on the median sale
price for recently-constructed (built in 2010 or later) condominiums sold in Redwood City, Palo
Alto, Menlo Park, and Mountain View between January and November 2015, according to data

10 A capitalization rate is defined as the net operating income that a property generates divided by the sale price or
estimated value of the property. Capitalization rates are a common metric used to estimate the value of properties
based on net operating income, and vary by land use type, location, and other property-specific characteristics.
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from Redfin. Because the Project is a longer-term plan, the median sale price used in the FIA is

10 percent lower than the median sale price shown in the data to account for potential
fluctuations in the market over time.

The FIA assumes that 15 percent of all for sale residential units (206 units) would be offered
for below market rates (BMR units) in accordance with the City’s Below Market Rate Housing
program. The City’s BMR Housing Program stipulates that BMR for-sale condominiums are
assumed to be restricted to remain affordable to households earning 110 percent of the
median household income. These units are valued based on the maximum affordable sale
price for a household earning 110 percent of the median income for a four-person household
in San Mateo County, assuming that mortgage payments, property taxes, insurance, and
homeowner association fees do not exceed 30 percent of household income, pursuant to the
provisions of the City’s existing BMR Housing program.
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Table 13: Assessed Value Assumptions, Nonresidential and Rental Residential

Uses, Menlo Park, 2015

Office Hotel
NNN Rent (per sq. ft. per year) (a) $55 Average RevPar (f) $200
Vacancy Rate (b) 5% Other revenue as a % of total revenue (g) 20%
NOI (per sq. ft.) (c) $52  Gross Revenue per occupied room night $250
Capitalization Rate (d) 6.00% Occupancy Rate (h) 72%
Estimated Value (per sq. ft.) (¢) $871 Expenses as a % of Revenue (g) 64%
NOI (per sq. ft.) (c) $23,605
Life Sciences Capitalization Rate (d) 6.75%
NNN Rent (per sq. ft. per year) (a) $55 Estimated Value (per room) (e) $349,699
Vacancy Rate (b) 5%
NOI (per sq. ft.) (c) $52 Rental Residential
Capitalization Rate (d) 6.00% Standard Market-Rate Units
Estimated Value (per sq. ft.) (€) $871 Average Monthly Rent (i) $3,800
Vacancy Rate (b) 5%
Commercial Average Annual Expenses per Unit (k) $13,000
NNN Rent (per sq. ft. per year) (a)  $30 Capitalization Rate (d) 5.00%
Vacancy Rate (b) 5% NOI (per unit) (c) $30,320
NOI (per sq. ft.) (c) $29 Average Capitalized Value (e) $606,400
Capitalization Rate (d) 5.75% Privately-Owned Affordable Units (j)
Estimated Value (per sq. ft.) (¢) $496 Average Monthly Rent (j) $1,878
Vacancy Rate (b) 5%
Notes: Average Annual Expenses per Unit (k) $13,000
(a) Rent net of operating expenses. All Capitalization Rate (d) 5.00%
figures are approximately 10 percent lower | NOI (per unit) (c) $8,409
than current market rents, rounded to the Average Capitalized Value (e) $168,184
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nearest $5 increment, to provide a Privately-Owned Affordable Units as a % of Market-Rate Units (j) 15%
conservative estimate of assessed value. |Weighted Avg Value per Privately-Owned Standard Rental Unit (1) $540,668
developer

(b) Vacancy rates per standard
assumptions and bank underwriting criteria.
(c) Net operating income (NOI) = annual gross income expenses and vacancy.

(d) Capitalization rates based on current market conditions. Rates are slightly higher than current rates for comparable
projects to provide a conservative estimate of assessed value.

(e) Value = NOl/capitalization rate. Average value of residential rental units applies to privately-owned units only. Affordable
units owned by nonprofits are exempt from property tax and therefore would have no assessed value for the purpose of
calculating property tax.

(f) Average daily room rate based on STR data for hotels in the Menlo Park market area. Figure represents the October
2014-September 2015 average, discounted by 10 percent to provide a conservative estimate of assessed value.

(g) Other revenue and expenses as a % of total revenue based on STR market data.

(h) Hotel occupancy rate based on bank underwriting criteria for hotel properties.

(i) Average monthly rent based on BAE market research. Rental rate is 10 percent lower than current market rents to provide
a conservative estimate of assessed value.

(j) Privately-owned affordable units could include affordable units incorporated into market-rate developments pursuant to
the State Density Bonus Law, units incorporated into residential portions of mixed-use developments to satisfy Menlo Park's
BMR requirements for commercial development, or units that are affordable to lower-income households due to unit size,
amenities, or other unit features. Average rent assumption for these units is based on the maximum monthly rental cost for
a one-bedroom BMR unit, according to the 2015 City of Menlo Park BMR Housing Program Guidelines.

(k) Average annual expenses per unit in market-rate residential developments based on BAE market research.

() Weighted average assuming 85 percent of standard privately-owned rental units at market rate and 15 percent of units
affordable to lower-income households.

(m) Value of Facebook employee housing units is assumed to be 65 percent of the value of standard rental units because
development of employee housing units will not include sale and re-assessment of land and because the dormitory-style
housing product type could potentially have a lower market value than standard rental units.

Sources: CoStar, 2015; STR, 2015; BAE, 2016.

Estimated Value per Facebook Employee Housing Unit (m) $394,160
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Based on the assumptions shown in Table 12, Table 13 and Table 14, the projected increase
in assessed value associated with the Project would total $6.51 billion at buildout, as shown in
Table 14. The projected increase in assessed value would total $5.52 billion from the
Reduced Non-Residential Intensity Alternative and $5.38 billion from the Reduced Intensity
Alternative. The projected increase in assessed values associated with buildout of the
remaining development potential under the existing General Plan totals $2.06 billion, which is
included in the total increase in assessed values associated with the Project and alternatives.

The assessed values shown in Table 14 assume that in addition to any affordable units owned
by for-profit entities (e.g., affordable units in mixed-income projects), 15 percent of all new
rental units are affordable units owned and operated by nonprofit entities, and therefore are
not subject to property tax. However, the total estimated assessed value for residential units
could reflect a range of possible scenarios related to affordable housing, including a larger
number of nonprofit-owned affordable units and fewer privately-owned affordable units.
Overall, these assumptions lead to a conservative estimate of the increase in assessed value
from the Project and Alternatives by assuming that a sizable share of new residential units will
be affordable to lower-income households and therefore have lower assessed values than
market-rate units.

The net increase in assessed value for the Project and each of the Alternatives could differ
from the amounts shown if market fluctuations lead to significantly different sale prices or
rental rates. These figures provide the basis for calculating the projected increase in property
tax revenues resulting from the Project.

Since the tenants that would occupy new development resulting from the Project or
alternatives are not known at this time, the assessed values shown in Table 14 do not include
the value of items that would be subject to personal property tax, which would vary
substantially in value depending on the specific tenants. The exclusion of items subject to
personal property tax leads to a more conservative analysis because the inclusion of the value
of personal property would increase the assessed value and property tax revenues associated
with the Project and alternatives.
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Table 14: Projected Increase in Assessed Property Values at 2040 Buildout
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Existing General Proposed
Plan Development M-2 Area
Project Potential (a) Changes Total (b)
Net Increase in Property Value $ 2,058,652,500 $ 4,455,727,500 $ 6,514,380,000
Office $ 806,490,000 $ 609,000,000 $ 1,415,490,000
Life Sciences $ 609,000,000 $ 1,218,000,000 $ 1,827,000,000
Commercial $ 44,000,000 $ 100,000,000 $ 144,000,000
Hotel $ - $ 140,000,000 $ 140,000,000
Residential $ 599,162,500 $ 2,388,727,500 $ 2,987,890,000
Condominiums $ 254,275,000 $ 762,825,000 $ 1,017,100,000
Rental Units $ 344,887,500 $ 1,034,662,500 $ 1,379,550,000
Facebook Employee Housing Units $ - $ 591,240,000 $ 591,240,000
Reduced Non-Residential Intensity Alternative
Net Increase in Property Value $ 2,058,652,500 $ 3,464,118,804 $ 5,522,771,304
Office $ 806,490,000 $ 317,739,130 $ 1,124,229,130
Life Sciences $ 609,000,000 $ 635478,261 $ 1,244,478,261
Commercial $ 44,000,000 $ 52,173,913 § 96,173,913
Hotel $ -3 70,000,000 $ 70,000,000
Residential $ 599,162,500 $ 2,388,727,500 $ 2,987,890,000
Condominiums $ 254,275,000 $ 762,825,000 $ 1,017,100,000
Rental Units $ 344,887,500 $ 1,034,662,500 $ 1,379,550,000
Facebook Employee Housing Units $ - $ 591,240,000 $ 591,240,000
Reduced Intensity Alternative
Net Increase in Property Value $ 2,058,652,500 $ 3,320,571,348 $ 5,379,223,848
Office $ 806,490,000 $ 450,130,435 $ 1,256,620,435
Life Sciences $ 609,000,000 $ 900,260,870 $ 1,509,260,870
Commercial $ 44,000,000 $ 73,913,043 $ 117,913,043
Hotel $ - $ 105,000,000 $ 105,000,000
Residential $ 599,162,500 $ 1,791,267,000 $ 2,390,429,500
Condominiums $ 254275000 $ 571,610,200 $ 825,885,200
Rental Units $ 344,887,500 $ 776,226,800 $ 1,121,114,300
Facebook Employee Housing Units $ - $443,430,000 $ 443,430,000
Assumptions (c)
Average Assessed Improvement Value per Square Foot of Office $870
Average Assessed Improvement Value per Square Foot of Life Sciences $870
Average Assessed Improvement Value per Square Foot of Commercial $500
Average Assessed Improvement Value per Hotel Room $350,000
Average Assessed Improvement Value per Residential Unit
Condominium $1,120,000
BMR Condominium $434,000
Rental Unit $541,000
Facebook Employee Housing $394,160
BMR Share of Condominiums (d) 15%
Nonprofit-Owned Affordable Rental Units as a Share of Total Rental Units (e) 15%

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Assessed value assumptions for nonresidential and rental residential uses per calculations in Table 11.

Market rate condominium assessed value assumptions based on 2015 home sale prices in Menlo Park and the

surrounding market area. BMR Condominium sale price based on the maximum affordable sale price for a
household earning 110% of AMI for a four-person household in San Mateo County.
(d) Per City of Menlo Park BMR program requirements.

(e) Estimated share of total rental unit buildout that could consist of affordable rental units owned by nonprofits,

which would be exempt for property tax. This analysis reduces the total assessed value of new residential
rental units by this proportion to account for affordable units that would be exempt from property tax.

Source: BAE, 2016.
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Based on the City’s share of property tax revenues as shown in Table 12, the City would
receive approximately $5.9 million in annual property tax revenues from the Project at build
out, as shown in Table 15. The Reduced Non-Residential Intensity Alternative would result in
approximately $5.0 million in annual property taxes to the City, and the Reduced Intensity
Alternative would result in approximately $4.9 million in annual property taxes to the City.
Buildout of the remaining development potential under the existing General Plan would
account for $1.9 million of the total property tax revenues in the Project and alternatives.

Table 15: Projected Increase in Annual Property Tax Revenues to the
City of Menlo Park General Fund at 2040 Buildout

Existing

General Plan Proposed

Development M-2 Area
Project Potential (a) Changes Total (b)
City of Menlo Park Property Tax Revenue $1,869,800 $4,047,000 $5,916,800
Net Change in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
1% Property Tax Base $20,586,525 $44,557,275 $65,143,800
Reduced Non-Residential Intensity Alternative
City of Menlo Park Property Tax Revenue $1,869,800 $3,146,300 $5,016,100
Net Change in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
1% Property Tax Base $20,586,525 $34,641,188 $55,227,713
Reduced Intensity Alternative
City of Menlo Park Property Tax Revenue $1,869,800 $3,016,000 $4,885,800
Net Change in Assessed Value $2,058,652,500 $3,320,571,348 $5,379,223,848
1% Property Tax Base $20,586,525 $33,205,713 $53,792,238
Assumptions
Menlo Park Share of 1% Property Tax Base 9.1%

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
Sources: San Mateo County Assessor's Office, 2015; BAE, 2016.

The figures in Table 15 are reasonable estimates based on real estate market trends and the
anticipated type and location of future new development, and could vary from the actual
revenues that the Project, Reduced Non-Residential Intensity Alternative, and Reduced
Intensity Alternative would generate. Due to the conceptual nature of the Project and
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alternatives, several factors will impact the actual future increases in property tax revenues to
the City, including but not limited to: changes in rents, vacancy rates, home sale prices, and/or
capitalization rates; the share of new units that are affordable to lower-income households;
the share of new units that are owned and operated by nonprofit entities; and the City’s share
of property taxes in the TRAs where new development occurs.
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Property Tax In-Lieu of Vehicle License Fee Revenues

Beginning in FY2005-2006, the State ceased to provide “backfill” funds to counties and cities
in the form of Motor Vehicle In-Lieu Fees (VLF) as it had through FY2004-2005. As a result of
the complicated financial restructuring enacted as part of the State’s budget balancing
process, counties and cities now receive revenues from the State in the form of what is known
as property tax in-lieu of vehicle license fees (ILVLF). This State-funded revenue source is tied
to a city’s total assessed valuation. In FY2005-2006, former VLF revenues were swapped for
ILVLF revenues, which set the local jurisdiction’s ILVLF “base.” The base increases each year
thereafter in proportion to the increase in total assessed valuation within the jurisdiction. For
example, if total assessed valuation increases by five percent from one year to the next, the
ILVLF base and resulting revenues would increase by five percent.

In order to calculate the incremental increase in ILVLF revenues that would result from the
Project, the analysis first determines the total assessed value within the City, and the City’s
current ILVLF revenues. The analysis then determines the percentage by which the Project
would increase the City’s assessed valuation, and applies the percentage increase to the
current ILVLF revenues in order to determine the incremental amount of ILVLF attributable to
the Project.

The Project would generate a 49 percent increase in the City’s total assessed value. Applied
to the ILVLF payment for FY 2015-20186, this would result in Project-generated ILVLF revenues
of approximately $1.6 million per year. The Reduced Non-Residential Intensity Alternative
would result in $1.3 million in ILVLF revenues to the City per year and the Reduced Intensity
Alternative would also result in $1.3 million in ILVLF revenues to the City per year. Buildout of
the remaining development potential under the existing General Plan would generate an
estimated $494,200 of the ILVLF revenue in the Project and alternatives. Table 16 shows the
projected ILVLF revenues from the Project based on the current allocation formula.
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Table 16: Projected Increase in Property Tax In Lieu of VLF Revenues at

2040 Buildout
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Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
ILVLF Revenue to City of Menlo Park (c) $494,200 $1,069,500 $1,563,700
Projected Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Percent Increase in Total Menlo Park Assessed Value 15.3% 33.2% 48.5%
Reduced Non-Residential Intensity Alternative
ILVLF Revenue to City of Menlo Park (c) $494,200 $831,500 $1,325,700
Projected Net Increase in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
Percent Increase in Total Menlo Park Assessed Value 15.3% 25.8% 41.2%
Reduced Intensity Alternative
ILVLF Revenue to City of Menlo Park (c) $494,200 $797,000 $1,291,200
Projected Net Increase in Assessed Value $2,058,652,500 $3,320,571,348  $5,379,223,848
Percent Increase in Total Menlo Park Assessed Value 15.3% 24.7% 40.1%
Assumptions
Total Assessed Value in Menlo Park, FY 15-16 $13,420,964,589
ILVLF Payment FY 15-16 $3,221,593

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Percent increase in total Citywide assessed value multiplied by the 2015-16 payment.

Sources: City of Menlo Park, BAE; 2016.

Transient Occupancy Taxes (TOT)

The City collects Transient Occupancy Taxes (TOT), or lodging “room taxes”, when visitors stay
in local hotels. The Project includes 400 hotel rooms, which would generate new TOT revenues
for the City’s General Fund. The City’s current TOT rate is 12 percent, applicable to all room

and parking revenues.

BAE used data from STR to estimate hotel room revenues that would be subject to TOT. The
hotel market data used for this FIA is based on actual room and occupancy rates for 12
upscale and upper upscale Silicon Valley hotels with 150 to 248 rooms. The hotels included

in the STR sample are shown in Table 17.
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Table 17: Comparable Hotels in Menlo Park Market
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Area, 2015

Affiliation Number of
Hotel Name, City (a) Date (b) Rooms
Hilton Garden Inn, Cupertino 1998 164
Juniper Hotel, Cupertino 2015 224
Hilton Garden Inn, Mountain View 1999 160
Westin, Palo Alto 2000 184
Crowne Plaza, Palo Alto 1998 195
Joie De Vivre Avatar, Santa Clara 2010 168
Plaza Suites, Santa Clara 2001 219
Hyatt House, Santa Clara 2012 150
Joie De Vivre Wild Palms, Sunnyvale 2000 204
Sheraton, Sunnyvale 1999 173
Residence Inn |, Sunnyvale 1985 248
Residence Inn I, Sunnyvale 1983 231
Total 2,320
Notes:

(a) List includes comparable upscale and upper upscale hotels with
150-250 rooms in Cupertino, Mountain View, Palo Alto, Santa Clara and
Sunnyvale.

(b) Affiliation date refers to the date when the property began operating
under its current brand.

Source: Smith Travel Research, 2015; BAE, 2015.

The hotel trend data that the FIA uses to estimate future TOT revenues cover the period from
October 2008 through September 2015, and therefore include data on trends during the
recent recession and subsequent economic recovery, demonstrating a range of potential
outcomes based on varying market conditions. Between 2008 and 2015, annual occupancy
at the hotels in the sample ranged from 62 to 83 percent. As shown, 2008-2009 was the low-
revenue year, with revenue per available room (RevPAR) of $96 per night. By comparison,
2014-2015 is the high-revenue year, with RevPAR of $182 per night. During this entire seven-
year period, the average daily rate was $178 and occupancy averaged 78 percent for the
hotels in the sample.
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Table 18: Hotel Occupancy and Room Rate Trends, Menlo
Park Market Area, 2008-2015
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Average Daily Rate RevPar (b)
Time Period Occupancy Nominal $ 2015 $ (a) 2015%
Oct 2008-Sept 2009 62.9% $132.87 $153.25 $96.38
Oct 2009-Sept 2010 75.6% $131.04 $149.10 $112.67
Oct 2010-Sept 2011 77.0% $148.92 $165.15 $127.21
Oct 2011-Sept 2012 81.2% $160.85 $173.71 $141.09
Oct 2012-Sept 2013 81.9% $176.32 $186.25 $152.56
Oct 2013-Sept 2014 82.8% $195.57 $200.87 $166.33
Oct 2014-Sept 2015 82.0% $221.78 $221.78 $181.83
Low 62.9% $149.10 $96.38
High 82.8% $221.78 $181.83
Average 77.6% $178.59 $139.72

Notes:

(a) Figures have been adjusted to 2015 dollars based on Bay Area CPI for All
Urban Consumers.

(b) Revenue per available room (RevPAR) is calculated by multiplying the average
daily rate by the average occupancy. This figure represents average daily
revenue for all rooms in the sample after accounting for vacancy.

Source: Smith Travel Research, 2015; BAE, 2016.

Table 19 shows the estimated TOT that the Project would generate for the City of Menlo Park.
As shown, the Project is estimated to generate between $1.7 million and $3.2 million per year
in TOT revenue to the City of Menlo Park. The low end of this range is based on the low annual
average room rate and occupancy levels shown in Table 18, while the high end of the range is
based on the high annual averages. Annual TOT revenues would range from $844,300 and
$1.6 million under the Reduced Non-Residential Intensity Alternative and from $1.3 million
and $2.4 million under the Reduced Intensity Alternative. Actual TOT revenues would likely fall
somewhere within these ranges for each development scenario.

Since the FIA assumes that buildout of the remaining development potential under the existing
General Plan would not generate a net increase in hotel rooms, all of the TOT revenue from the
Project and Alternatives would result from the proposed changes in the M-2 Area. As
described above, this is a conservative assumption, since the remaining existing General Plan
development potential could allow for a net increase in hotel rooms that is not included in the
development program used in the FIA.

To calculate net fiscal impacts from the Project in subsequent sections of this report, the FIA
assumes that TOT revenues will average $2.4 million at buildout, which reflects the estimated
revenues based on the 2008-2015 average room and occupancy rates shown in Table 18.
Similarly, the FIA uses the average values to estimate the TOT revenues that would be
generated by both alternatives. Because these averages include data from recession years as
well as from economic boom years, this assumption accounts for potential shifts in hotel
market trends over the long-term planning horizon for the Project.

33

Item 8.




Item 8.

Table 19: Projected Annual Transient Occupancy Tax
Revenues to Menlo Park at 2040 Buildout

Existing
General Plan  Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Estimated Increase in TOT Revenues
Average $0 $2,448,000 $2,448,000
Low Estimate $0 $1,688,600 $1,688,600
High Estimate $0 $3,185,700 $3,185,700
Annual Hotel Revenues Subject to TOT
Average $0 $20,399,761 $20,399,761
Low Estimate $0 $14,071,704 $14,071,704
High Estimate $0 $26,547,306 $26,547,306
Hotel Rooms 0 400 400
Reduced Non-Residential Intensity Alternative
Estimated Increase in TOT Revenues
Average $0 $1,224,000 $1,224,000
Low Estimate $0 $844,300  $844,300
High Estimate $0 $1,592,800 $1,592,800
Annual Hotel Revenues Subject to TOT
Average $0 $10,199,881 $10,199,881
Low Estimate $0 $7,035,852 $7,035,852
High Estimate $0 $13,273,653 $13,273,653
Hotel Rooms 0 200 200
Reduced Intensity Alternative
Estimated Increase in TOT Revenues
Average $0 $1,836,000 $1,836,000
Low Estimate $0 $1,266,500 $1,266,500
High Estimate $0 $2,389,300 $2,389,300
Annual Hotel Revenues Subject to TOT
Average $0 $15,299,821 $15,299,821
Low Estimate $0 $10,553,778 $10,553,778
High Estimate $0 $19,910,480 $19,910,480
Hotel Rooms 0 300 300
Assumptions
RevPAR (c)
Average $139.72
Low Estimate $96.38
High Estimate $181.83

City of Menlo Park TOT Rate

12%

Page 77

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) RevPAR based on STR research of 12 150- to 250-room upscale and upper

upscale hotel properties in the market area for the years 2009 to 2015.
Source: City of Menlo Park, 2015; Smith Travel Research, 2015; BAE, 2016.

34




Utility User Tax

The City currently collects a Utility User Tax (UUT) at a rate of one percent, assessed on gas,
electric, water, wireless, cable, and telephone bills. For business entities with more than $1.2
million in annual combined electric, gas and water bills, the City Council has established a
maximum combined electric, gas, and water UUT payment of $12,000 (i.e., one percent of
$1.2 million) per year. The cap applies separately to each location that a particular entity
operates, meaning that a business with multiple locations in Menlo Park could pay $12,000
per year in electric, gas, and water UUT for each location in the City that generates at least
$1.2 million in combined electric, gas, and water utility expenditures., Utility service users may
combine all gas, water, and electric billings from a contiguous location for the purposes of
calculating the maximum tax amount.

Table 20 shows estimated utility expenditures per resident and per employee that are subject
to UUT, based on total estimated revenues in the 2015-2016 fiscal year. These figures are
based on actual revenues collected rather than estimated utility expenditures, and therefore
account for the impact of the UUT cap on electric, gas, and water expenditures. UUT revenues
were split between residential and commercial users based on information provided by utility
service providers for the 2011-2012 fiscal year, the most recent year for which these
estimates are available.

Table 20: Per Capita and Per Employee Utility User Tax Revenues, FY 2015-16
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Estimated Revenues, FY 2015-16

Citywide Revenues Total Residential (b) Commercial (b)
Water, Gas, and Electric User Tax Revenues (a)
Electric $473,339 $117,988 $355,351
Gas $118,335 $72,316 $46,018
Water $139,294 $100,062 $39,232
Total Water, Gas, and Electric User Tax Revenues $730,968 $290,366 $440,601
Est. Annual Water, Gas, & Electric Expenditures in Residential Subject to UUT, per Resident $873
Est. Annual Water, Gas, & Electric Expenditures in Non-Residential Subject to UUT, per Employee $1,396
Other Utility Tax Revenues
Telecommunications $143,909 $57,166 $86,743
Wireless $215,929 $85,775 $130,155
Cable $92,541 $83,287 $9.254
Total Other Utility Tax Revenues $452,379 $226,228 $226,152
Est. Annual Other Utility Expenditures in Residential, per Resident $680
Est. Annual Other Utility Expenditures in Non-Residential, per Employee $717
Utility Tax Rate 1.0%
Note:

(a) The City of Menlo Park caps the combined total of electric, gas, and water expenditures that are subject to UUT at
$1,200,000 per year per address ($12,000 in UUT revenue); other utility taxes are based on 1% of expenditures (no cap).
(b) Split between residential and commercial use is based on split in the 2011-2012 fiscal year, the most recent year for
which this information is available.

Sources: City of Menlo Park, 2011; BAE, 2015.
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As shown in Table 21, based on typical utility usage, the Project would result in a net increase
in annual City UUT revenues of approximately $428,900 at buildout. UUT revenues from the
Reduced Non-Residential Intensity Alternative and the Reduced Intensity Alternative would
total approximately $370,800 and $354,900 per year, respectively. Of the total increase in
UUT from the Project and alternatives, buildout of the remaining development potential under
the existing General Plan would generate an estimated $133,000. Since the figures in Table
21 are based on the average taxable UUT expenditures shown in Table 20, these estimates
account for the impact of the UUT cap on electric, gas, and water expenditures.

Table 21: Projected Increase in Annual Utility User Tax Revenues

to the City of Menlo Park at Buildout
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Existing
General Plan  Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Projected Total Utility User Tax Revenues $133,000 $295,900 $428,900
Projected New Gas, Electric, and Water Expenditures $8,395,800 $17,777,200 $26,173,000
New Other Utility Expenditures $4,907,900 $11,808,800 $16,716,700
Total Expenditures Subject to Utility User Tax (c) $13,303,700 $29,586,000 $42,889,700

Net New Residents 2,580 11,570 14,150

Net New Employees 4,400 5,500 9,900
Reduced Non-Residential Intensity Alternative
Projected Total Utility User Tax Revenues $133,000 $237,800 $370,800
Projected New Gas, Electric, and Water Expenditures $8,395,800 $13,937,100 $22,332,900
New Other Utility Expenditures $4,907,900 $9,837,700 $14,745,600
Total Expenditures Subject to Utility User Tax (c) $13,303,700 $23,774,800 $37,078,500

Net New Residents 2,580 11,570 14,150

Net New Employees 4,400 2,750 7,150
Reduced Intensity Alternative
Projected Total Utility User Tax Revenues $133,000 $221,900 $354,900
Projected New Gas, Electric, and Water Expenditures $8,395,800 $13,333,400 $21,729,200
New Other Utility Expenditures $4,907,900 $8,857,000 $13,764,900
Total Expenditures Subject to Utility User Tax (c) $13,303,700 $22,190,400 $35,494,100

Net New Residents 2,580 8,678 11,258

Net New Employees 4,400 4,125 8,525
Notes:

All figures are in net constant 2015 dollars.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) The City of Menlo Park caps the combined total of electric, gas, and water expenditures that are
are subject to UUT at $1,200,000 per year per address ($12,000 in UUT revenue); other utility

taxes are based on 1% of expenditures (no cap).
Sources: City of Menlo Park, 2012 & 2015; BAE, 2016.
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Other Revenues

Charges for Service, Franchise Fees, and Fines

The City generates approximately 17 percent of General Fund revenues from charges for
service, four percent of General Fund revenues from franchise fees!! and two percent of
General Fund revenues from fines. Each of these revenues tend to increase as the City’s
service population grows. The City collects charges for service to recover some or all of the
costs associated with providing certain City services. Examples of charges for service include
fees that the Community Services Department charges for certain recreation classes and
planning fees paid by developers to cover the cost for processing of development applications.
Franchise fees are generally set as a percentage of gross receipts and increase as
expenditures on utilities, such as gas and electricity, increase. Fine revenues are primarily
collected by the Police Department for parking and traffic citations, and can be expected to
increase as the residential and employment base of the City grows.

According to the FY2015-2016 budget, the City anticipates receiving approximately $256 per
person in the service population in charges for service, fines, and franchise fee revenues. The
Project would be expected to generate new service population based on the calculations set
forth in Table 3. Assuming a commensurate increase in the amount of charges for service,
franchise fees, and fines collected each year, the Project would generate additional fines and
franchise fees revenues of $4.5 million annually, as shown in Table 22 (see Table C-2 for
detailed calculations). The Reduced Non-Residential Intensity Alternative would generate $4.2
million annually from these revenue sources, while the Reduced Intensity Alternative would
generate $3.6 million annually. An estimated $1.0 million in charges for service, fines, and
franchise fee revenues from the Project and alternatives would result from buildout of the
remaining development potential from the existing General Plan.

Property Transfer Tax Revenues

When a property changes ownership, the City collects property transfer taxes. These taxes
total $1.10 per $1,000 of assessed value, which is split evenly between the City and County.
This analysis assumes that residential property changes ownership every 11 years, or turns
over at an annual rate of nine percent, while commercial property changes ownership every 15
years, or turns over at an annual rate of seven percent. Table 22 shows the projected property
transfer tax revenues from the proposed Project on a stabilized basis after buildout (see Table
C-2 for detailed calculations). As shown, the City would receive approximately $230,800 in
average annual property transfer tax revenues on an ongoing basis from the Project. Annual
property transfer tax revenues to the City would total approximately $194,400 from the
Reduced Non-Residential Intensity Alternative or $192,000 from the Reduced Intensity
Alternative. Of the total property transfer tax in the Project and alternatives, an estimated

11 Franchise fees or local access fees are paid by utilities to local governments in exchange for the right to provide
service within a community. PG&E is the largest payer of franchise fees in the City.
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$78,900 would result from buildout of the remaining development potential under the existing
General Plan.

Business License Revenues

Business license fees are charged to businesses operating in the City at varying rates based
on business types. The City charges administrative offices based on the number of employees
at the business, with fees ranging from $50 per year for businesses with five employees or
less to $1,250 per year for businesses with over 200 employees. Most businesses, including
retail outlets, are charged based on annual gross receipts, ranging from $50 per year for
businesses with annual gross receipts of $25,000 or less to a cap of $8,000 per site per year.

The FIA uses two different methods to estimate business license fee revenue to the City of
Menlo Park. For retail businesses and hotels, the FIA estimates gross receipts and derives the
business license fee revenue based on the City of Menlo Park’s fee schedule. For office and
life sciences businesses, the City of Menlo Park provided BAE with the total business license
revenue generated in the 2015/16 fiscal year by businesses in the office buildings shown in
Table 7 and the life sciences buildings shown in Table 8. BAE used these data to calculate the
average business license fee revenue per 1,000 square feet of each use, and applied this
average to the new square footage that would be included in the Project, Reduced Non-
Residential Project Alternative, and Reduced Project Alternative.

As shown in Table 22, the Project is projected to generate $248,800 per year in additional
business license fee revenue to the City (see Table C-2 for detailed calculations). The
Reduced Non-Residential Intensity Alternative and Reduced Intensity Alternative would
generate $182,400 and $214,100 per year in additional business license fee revenue to the
City, respectively. An estimated $111,600 in business license fee revenues from the Project
and alternatives would result from buildout of the remaining development potential from the
existing General Plan.
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Table 22: Other Projected Annually Recurring Revenues to the City of Menlo Park

General Fund at 2040 Buildout

Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Total Other Revenue $1,224,800 $3,715,100 $4,939,900
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $3,426,000 $4,460,300
New Property Transfer Tax Revenues (d) $78,900 $151,900 $230,800
Net New Business License Fee Revenue $111,600 $137,200 $248,800
Reduced Non-Residential Intensity Alternative
Total Other Revenue $1,224,800 $3,378,000 $4,602,300
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $3,191,700 $4,226,000
New Property Transfer Tax Revenues $78,900 $115,500 $194,400
Net New Business License Fee Revenue $111,600 $70,800 $182,400
Reduced Intensity Alternative
Total Other Revenue $1,224,800 $2,785,200 $4,010,000
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $2,569,600 $3,603,900
New Property Transfer Tax Revenues $78,900 $113,100 $192,000
Net New Business License Fee Revenue $111,600 $102,500 $214,100
Assumptions FY 2015-16
Franchise Fees, Fines, Forfeitures & Charges for Service
Franchise Fees $1,940,013
Fines and Forfeitures $1,067,643
Charges for Service $8.185.335
Total Franchise Fee, Fines, Forfeiture, and Charges for Service Revenues $11,192,991
2015 Citywide Service Population (c) 43,790
Revenue Per Service Population $255.60
Property Transfer Tax
Transfer Tax Rate per $1 Assessed Value: $0.00055
Holding Period for Residential (Years) 11
Holding Period for Non-Residential (Years) 15
Business License Fees
Avg. Business License Fee Revenue per 1,000 SF of Office (e) $82
Avg. Business License Fee Revenue per 1,000 SF of Life Sciences (f) $31
Avg. Sq. Ft. per Retail Business 5,000
Estimated Retail Sales per Sq. Ft. $350
Estimated Annual Gross Reciepts per Retail Business $1,750,000
Estimated Business License Fee Revenue per Hotel $750
Avg. # of rooms per hotel 200
Average RevPAR (per night) (g) $140
Estimated Annual Gross Reciepts per Hotel $10,199,881
Estimated Business License Fee Revenue per Hotel $3,000
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Notes:
See Appendix C for detailed calculation tables.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Service Population defined as all residents plus one third of all employment.

(d) Transfer tax revenues assume development of 1,500 units of Facebook employee housing, and that
Facebook will retain ownership of these units throughout the planning period.
(e) Average across office buildings shown in Table 7. 2015/16 revenues from City of Menlo Park.

(f) Average across life sciences buildings shown in Table 8. 2015/16 revenues from City of Menlo Park.
(g9) RevPAR is based on STR research of twelve comparable properties in the market area, 2009-2015.

Sources: City of Menlo Park, 2016; STR, 2015; BAE, 2016.
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Summary of Annually Recurring Revenues

Based on the revenues discussed in this section, Table 23 shows that the Project would
generate approximately $19.9 million annually in new revenues for the City’s General Fund. Of
this total, $5.2 million would be from buildout of the remaining development potential under
the existing General Plan and $14.7 million would be from the M-2 Area changes that are
proposed as part of the Project. The Reduced Non-Residential Intensity Alternative would
generate $16.3 million annually in City General Fund revenues, including $5.2 million from
buildout of the remaining development potential under the existing General Plan. The
Reduced Intensity Alternative would generate $16.2 million annually in City General Fund
revenues, including $5.2 million from buildout of the remaining development potential under
the existing General Plan. The actual amount generated by the Project and alternatives would
depend on a number of factors, including hotel room and occupancy rates, the extent to which
projects developed pursuant to the Project generate business-to-business sales tax revenues,
and extent to which new employees make taxable purchases in the City.
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Table 23: Summary of Annually Recurring General Fund
Revenues to the City of Menlo Park at 2040 Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)

Total Revenues $5,216,800 $14,676,700 $19,893,500
Sales Tax $1,495,000 $3,101,200  $4,596,200
Property Tax $1,869,800  $4,047,000 $5,916,800
ILVLF $494,200 $1,069,500  $1,563,700
TOT $0  $2,448,000 $2,448,000
Utility Users Tax $133,000 $295,900 $428,900
Other Revenues $1,224,800 $3,715,100  $4,939,900

Reduced Non-Residential Intensity Alternative

Total Revenues $5,216,800 $11,045,900 $16,262,700
Sales Tax $1,495,000 $2,228,300  $3,723,300
Property Tax $1,869,800  $3,146,300  $5,016,100
ILVLF $494,200 $831,500  $1,325,700
TOT $0  $1,224,000 $1,224,000
Utility Users Tax $133,000 $237,800 $370,800
Other Revenues $1,224,800 $3,378,000  $4,602,800

Reduced Intensity Alternative

Total Revenues $5,216,800 $10,964,300 $16,181,100
Sales Tax $1,495,000 $2,308,200  $3,803,200
Property Tax $1,869,800  $3,016,000  $4,885,800
ILVLF $494,200 $797,000  $1,291,200
TOT $0  $1,836,000 $1,836,000
Utility Users Tax $133,000 $221,900 $354,900
Other Revenues $1,224,800  $2,785,200  $4,010,000

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

Source: BAE, 2016.

Figure 1 shows the relative share of annual revenues generated by the Project from each of

the categories in Table 23.
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Figure 1: Distribution of Added Annual City
General Fund Revenues from Project at Build Out
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Source: BAE, 2016.

One-Time/Non-Recurring Revenues

In addition to recurring revenues, there are certain revenues that occur only when property is
developed or substantially renovated. The following section discusses these revenue sources.
These revenues are relatively small over the long term in comparison to recurring revenues, or
in the case of development impact fees, are charged to offset the anticipated impacts of new
development, including increased traffic and demands on sewer, water, and other
infrastructure systems.

Impact Fees and Capital Facilities Charges

The City and some special districts collect impact fees and capital facilities charges for public
services such as water, sewer, traffic mitigation, below market rate housing, and schools.
These impact fees are established pursuant to State law, and represent a one-time revenue
source from the Project and are intended to offset impacts to infrastructure systems that are
generated by new development. Based on impact fee rates as of 2015, the Project (including
buildout of the remaining development potential from the existing General Plan and the M-2
Area changes proposed as part of the Project) would generate a total of $187.4 million in
impact fees and capital facilities charges to the City of Menlo Park, as shown in Table 24.
Impact fees paid to the individual school districts would range between $404,900 and $11.2
million.
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Each of the alternatives would include a smaller amount of development, and therefore would
generate less impact fee revenue than the Project. The Reduced Non-Residential Intensity
Alternative would generate $162.0 million in impact fee revenue to the City and $404,900 to
$10.9 million in impact fee revenue to each of the school districts that serve Menlo Park, as
shown in Table 25. As shown in Table 26, the Reduced Intensity Alternative would result in
$153.8 million in impact fee revenue to the City and $404,900 to $9.0 million in impact fee
revenue to each of the school districts.

It should be noted that the revenues shown below are an estimate based on current impact
fee schedules. Impact fees are adjusted periodically, and the Project calls for an update to the
City’s impact fees. The impact fees that apply to specific future projects will be based on the
fees in effect at the time building permits are issued, which may vary from the City’s current
fee rates.

The revenues presented in Table 24, Table 25, and Table 26 do not account for any potential
waivers or reductions to impact fees which might apply to projects that provide affordable
housing, subject to City action to provide such a waiver or reduction. Such waivers or
reductions would decrease the impact fee revenue to the City associated with the Project.
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Table 24: Impact Fees and Facilities Charges from the Project

Impact Fees and Facility Charges
Storm Drainage Connection
Commercial

Transportation
Office
R&D
Retail & Restaurant
Hotel
Multifamily
Total

BMR Housing In-Lieu Fee
Office and R&D
Other Commerecial or Industrial (b)
Total

Recreation In-Lieu Fees (c)

Building Construction Street Repair Fee (d)
Total City of Menlo Park Impact Fees
Water Capital Facilities Charge (e)

Sewer Connection Fee (e)

Las Lomitas Elementary School District
Commercial (f)
Residential (g)
Total

Menlo Park City Elementary School District
Commercial (f)
Residential (g)
Total

Redwood City Elementary School District
Commercial (f)
Residential (g)
Total

Ravenswood Elementary School District
Commercial (f)
Residential (g)
Total

Sequoia Union High School District
Commercial - in Las Lomitas or MPC ESD (f)
Residential - in Las Lomitas or MPC ESD (g)
Commercial - in Redwood City ESD (f)
Residential - in Redwood City ESD (g)
Commercial - in Ravenswood ESD (f)
Residential - in Ravenswood ESD (g)

Total

Menlo Park Fire Protection District (h)

Project
Rate Unit Quantity Total Fees
$0.24 Impervious Surface sf (a) (a)
$4.63 Net New sf 1,627,000 $7,533,000
$3.33 Net New sf 2,100,000 $6,993,000
$4.63 Net New sf 288,000 $1,333,400
$1,833.73 Per Room 400 $733,500
$1,927.02 Per Unit 5,500 $10,598,600
$27,191,500
$15.57 Net New sf 3,727,000 $58,029,400
$8.45 Net New sf 638,000 $5,391,100
$63,420,500
$56,000 Per Unit 1,375 $77,000,000
0.58% Construction Value $3,410,941,875 $19,783,500

$0.32
$2.02

$0.32
$2.02

$0.31
$1.92

$0.28
$1.78

$0.22
$1.34
$0.23
$1.44
$0.26
$1.58

TBD

Varies by meter size

Varies based on usage

Net New sf
Net New sf

Net New sf
Net New sf

Net New sf
Net New sf

Net New sf
Net New sf

Net New sf
Net New sf
Net New sf
Net New sf
Net New sf
Net New sf

TBD

()
(e)

114,000
182,400

241,000
896,400

457,779
1,155,600

3,552,221
4,447,200

355,000
1,078,800
457,779
1,155,600
3,552,221
4,447,200

TBD

$187,395,500
)
()

$36,500

$368.400
$404,900

$77,100

$1.810,700
$1,887,800

$140,100

$2,218,800
$2,358,900

$1,001,700
$7.916,000
$8,917,700

$78,100
$1,445,600
$107,100
$1,664,100
$916,500
$7,026,600
$11,238,000

TBD
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Notes:

(a) The storm drainage connection fee applies only when a project results in a net increase in impervious square footage. This analysis assumes
that the Project will decrease the square footage of impervious surface, consistent with other recent projects in the Bayfront area, and the fee will

therefore not apply.

(b) Analysis assumes two hotels in the M-2 Area with 200 rooms each, totaling 350,000 square feet, inclusive of circulation, lobby, back of house

functions, an all other functions.

(c) Recreation in-lieu fee for multi-family units = 0.008 x the number of units x the land value per acre of the development generating the fee.
Impact fee calculations use a $7 million per acre land value, based on BAE review of recent land sales and land appraisal reports in Menlo Park
and adjacent cities. Fee is charged only on projects that include a subdivision map, and therefore would not apply to multifamily rental units

included in the Project.

(d) Assumes construction value = half of assessed value, based on BAE proforma analysis for recent projects in Menlo Park.

(e) This analysis assumes that Water Facilities Charges and Sewer Connection Fees cover the cost of extending services to new development.
(f) Commercial square footage is allocated to each school district based on a parcel-by-parcel evaluation conducted with City staff, Sept. 2015
(g) This analysis assumes an average residential unit size of 1,200 square feet, inclusive of common areas and circulation. Residential

units allocated to each elementary school district based on figures shown in the DEIR.
(h) The City of Menlo Park has not yet adopted a Menlo Park Fire Protection District Impact Fee.

Sources: City of Menlo Park, 2015; Sequoia Union School District, 2015; ConnectMenlo DEIR, 2016; BAE, 2016.
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Table 25: Impact Fees and Facilities Charges from the Reduced Non-Residential

Intensity Alternative

Impact Fees and Facility Charges
Storm Drainage Connection
Commercial

Transportation
Office
R&D
Retail & Restaurant
Hotel
Multifamily
Total

BMR Housing In-Lieu Fee
Office and R&D
Other Commerecial or Industrial (b)
Total

Recreation In-Lieu Fees (c)

Building Construction Street Repair Fee (d)
Total City of Menlo Park Impact Fees
Water Capital Facilities Charge (e)

Sewer Connection Fee (e)

Las Lomitas Elementary School District
Commercial (f)
Residential (g)
Total

Menlo Park City Elementary School District
Commercial (f)
Residential (g)
Total

Redwood City Elementary School District
Commercial (f)
Residential (g)
Total

Ravenswood Elementary School District
Commercial (f)
Residential (g)
Total

Sequoia Union High School District

Commercial - in Las Lomitas or MPC ESD (f)
Residential - in Las Lomitas or MPC ESD (g)

Commercial - in Redwood City ESD (f)
Residential - in Redwood City ESD (g)
Commercial - in Ravenswood ESD (f)
Residential - in Ravenswood ESD (g)
Total

Menlo Park Fire Protection District (h)

Project
Rate Unit Quantity Total Fees
$0.24 Impervious Surface sf (a) (a)
$4.63 Net New sf 1,292,217 $5,983,000
$3.33 Net New sf 1,430,435 $4,763,300
$4.63 Net New sf 192,348 $890,600
$1,833.73 Per Room 200 $366,700
$1,927.02 Per Unit 5,500 $10,598,600
$22,602,200
$15.57 Net New sf 2,722,652 $42,391,700
$8.45 Net New sf 367,348 $3,104,100
$45,495,800
$56,000 Per Unit 1,375 $77,000,000
0.58% Construction Value  $2,915,137,527  $16,907,800
$162,005,800
Varies by meter size (e) (e)
Varies based on usage (e) (e)
$0.32 Net New sf 114,000 $36,500
$2.02 Net New sf 182,400 $368.400
$404,900
$0.32 Net New sf 241,000 $77,100
$2.02 Net New sf 896,400 $1,810,700
$1,887,800
$0.31 Net New sf 354,975 $108,600
$1.92 Net New sf 1,155,600 $2,218.800
$2,327,400
$0.28 Net New sf 2,380,025 $671,200
$1.78 Net New sf 4,447,200 $7,916,000
$8,587,200
$0.22 Net New sf 355,000 $78,100
$1.34 Net New sf 1,078,800 $1,445,600
$0.23 Net New sf 354,975 $83,100
$1.44 Net New sf 1,155,600 $1,664,100
$0.26 Net New sf 2,380,025 $614,000
$1.58 Net New sf 4,447,200 $7.026,600
$10,911,500
TBD TBD TBD TBD
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Notes:

(a) The storm drainage connection fee applies only when a project results in a net increase in impervious square footage. This analysis assumes
that the Project will decrease the square footage of impervious surface, consistent with other recent projects in the Bayfront area, and the fee will

therefore not apply.

(b) Analysis assumes two hotels in the M-2 Area with 100 rooms each, totaling 175,000 square feet, inclusive of circulation, lobby, back of house

functions, an all other functions.

(c) Recreation in-lieu fee for multi-family units = 0.008 x the number of units x the land value per acre of the development generating the fee.
Impact fee calculations use a $7 million per acre land value, based on BAE review of recent land sales and land appraisal reports in Menlo Park
and adjacent cities. Fee is charged only on projects that include a subdivision map, and therefore would not apply to multifamily rental units

included in the Project.

(d) Assumes construction value = half of assessed value, based on BAE proforma analysis for recent projects in Menlo Park. (e) This analysis

assumes that Water Facilities Charges and Sewer Connection Fees cover the cost of extending services to new development.

(f) Commercial square footage is allocated to each school district based on a parcel-by-parcel evaluation conducted with City staff, Sept. 2015
(g) This analysis assumes an average residential unit size of 1,200 square feet, inclusive of common areas and circulation. Residential units

allocated to each elementary school district based on figures shown in the DEIR.
(h) The City of Menlo Park has not yet adopted a Menlo Park Fire Protection District Impact Fee.
Sources: City of Menlo Park, 2015; Sequoia Union School District, 2015; ConnectMenlo DEIR, 2016; BAE, 2016.
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Table 26: Impact Fees and Facilities Charges from the Reduced Intensity

Alternative

Impact Fees and Facility Charges
Storm Drainage Connection
Commercial

Transportation
Office
R&D
Retail & Restaurant
Hotel
Multifamily
Total

BMR Housing In-Lieu Fee
Office and R&D
Other Commercial or Industrial (b)
Total

Recreation In-Lieu Fees (c)

Building Construction Street Repair Fee (d)
Total City of Menlo Park Impact Fees
Water Capital Facilities Charge (e)

Sewer Connection Fee (e)

Las Lomitas Elementary School District
Commercial (f)
Residential (g)
Total

Menlo Park City Elementary School District
Commercial (f)
Residential (g)
Total

Redwood City Elementary School District
Commercial (f)
Residential (g)
Total

Ravenswood Elementary School District
Commercial (f)
Residential (g)
Total

Sequoia Union High School District

Commercial - in Las Lomitas or MPC ESD (f)
Residential - in Las Lomitas or MPC ESD (g)

Commercial - in Redwood City ESD (f)
Residential - in Redwood City ESD (g)
Commercial - in Ravenswood ESD (f)
Residential - in Ravenswood ESD (g)
Total

Menlo Park Fire Protection District (h)

Project
Rate Unit Quantity Total Fees
$0.24 Impervious Surface sf (a) (a)
$4.63 Net New sf 1,444,391 $6,687,500
$3.33 Net New sf 1,734,783 $5,776,800
$4.63 Net New sf 235,826 $1,091,900
$1,833.73 Per Room 300 $550,100
$1,927.02 Per Unit 4,375 $8.,430,700
$22,537,000
$15.57 Net New sf 3,179,174 $49,499,700
$8.45 Net New sf 498,326 $4,210,900
$53,710,600
$56,000 Per Unit 1,094 $61,250,000
0.58% Construction Value $2,805,065,143  $16,269,400
$153,767,000
Varies by meter size (e) (e)
Varies based on usage (e) (e)
$0.32 Net New sf 114,000 $36,500
$2.02 Net New sf 182,400 $368,400
$404,900
$0.32 Net New sf 241,000 $77,100
$2.02 Net New sf 896,400 $1.810,700
$1,887,800
$0.31 Net New sf 536,931 $164,300
$1.92 Net New sf 866,700 $1,664,100
$1,828,400
$0.28 Net New sf 3,048,069 $859,600
$1.78 Net New sf 3,386,100 $6,027.300
$6,886,900
$0.22 Net New sf 355,000 $78,100
$1.34 Net New sf 1,078,800 $1,445,600
$0.23 Net New sf 536,931 $125,600
$1.44 Net New sf 866,700 $1,248,000
$0.26 Net New sf 3,048,069 $786,400
$1.58 Net New sf 3,386,100 $5,350,000
$9,033,700
TBD TBD TBD TBD
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Notes:

(a) The storm drainage connection fee applies only when a project results in a net increase in impervious square footage. This analysis assumes
that the Project will decrease the square footage of impervious surface, consistent with other recent projects in the Bayfront area, and the fee will

therefore not apply.

(b) Analysis assumes two hotels in the M-2 Area with 150 rooms each, totaling 262,500 square feet, inclusive of circulation, lobby, back of house

functions, an all other functions.

(c) Recreation in-lieu fee for multi-family units = 0.008 x the number of units x the land value per acre of the development generating the fee.
Impact fee calculations use a $7 million per acre land value, based on BAE review of recent land sales and land appraisal reports in Menlo Park
and adjacent cities. Fee is charged only on projects that include a subdivision map, and therefore would not apply to multifamily rental units

included in the Project.

(d) Assumes construction value = half of assessed value, based on BAE proforma analysis for recent projects in Menlo Park. (e) This analysis

assumes that Water Facilities Charges and Sewer Connection Fees cover the cost of extending services to new development.

(f) Commercial square footage is allocated to each school district based on a parcel-by-parcel evaluation conducted with City staff, Sept. 2015
(g) This analysis assumes an average residential unit size of 1,200 square feet, inclusive of common areas and circulation. Residential units

allocated to each elementary school district based on figures shown in the DEIR.
(h) The City of Menlo Park has not yet adopted a Menlo Park Fire Protection District Impact Fee.

Sources: City of Menlo Park, 2015; Sequoia Union School District, 2015; ConnectMenlo DEIR, 2016; BAE, 2016.
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General Fund Expenditures

The City’s General Fund expenditures generally increase as the City’s service population
increases. Based on the Menlo Park 2015/16 Budget, BAE evaluated the City’s current
expenditures per member of the service population by service category to estimate the
increase in General Fund expenditures that would be assignable to the Project. While a
number of City Departments provide services to support the overall operation of the City, not
all are expected to incur additional costs as a direct result of the Project. In particular,
expenditures in the City Clerk’s Office, City Manager’s Office, Finance Department, and
Information Services were excluded from per service population calculations based on the
assumption that these departments would not incur material additional costs due to the
Project.

Human Resources

Costs for human resources services are expected to expand as the service population
expands. For example, increases in City personnel to serve population increases will likely
create the need for additional employee support.

As shown in Table 27, the City’s projected 2015-2016 General Fund expenditures for the
Human Resources Department average approximately $31 per member of the service

population. Assuming the City’s General Fund expenditures per service population unit remain

at the current levels, the Project’s increase in service population would generate additional
annual Human Resources Department expenditures totaling approximately $546,600.

Additional annual Human Resources Department Expenditures would total $517,900 from the

Reduced Non-Residential Intensity Alternative and $441,700 from the Reduced Intensity

Alternative. An estimated $126,800 of the increase in annual Human Resources Department

expenditures from the Project and alternatives would be due to buildout of the remaining
development potential from the existing General Plan.
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Table 27: Projected Annual Human Resources Services
Department General Fund Expenditures at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net New Service Population (c) 4,047 13,403 17,450
Total New Expenditures $126,800 $419,800 $546,600
Reduced Non-Residential Intensity Alternative

Net New Service Population (c) 4,047 12,487 16,533
Total New Expenditures $126,800 $391,100 $517,900
Reduced Intensity Alternative

Net New Service Population (c) 4,047 10,053 14,100
Total New Expenditures $126,800 $314,900 $441,700
Baseline Assumptions FY 2015-16
Total Human Resources Expenditures (d) $1,371,783
2016 Service Population (c) 43,790
Human Resources Expenditures Per Service Population $31.33
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternative
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Service Population defined as all residents plus one third of all employees.

(d) Includes only General Fund expenditures.

Sources: City of Menlo Park Budget FY 15-16; BAE, 2015.

Community Development

The City’s General Fund contribution to the Community Development Department was
budgeted at $5.14 million in FY 2015-2016. Many functions performed by the Community
Development Department operate on a cost-recovery basis; application fees have been
structured to cover the costs of staff time required for application processing. Development
associated with the Project would pay necessary application, license, and permit fees that
would offset the costs of staff time dedicated to processing of development applications.
These revenues are included in the charges for service calculated in Table 22 above.

Service charges and license and permit fees that the Community Development Department
collects offset a large part of the City’s General Fund contribution to the Community
Development Department. Charges for service are accounted for in Table 22 above. Building
permit revenues are subtracted from total Community Development Department expenditures
in Table 28 below to determine departmental expenditures net of revenue in from building
permit fees.

As shown in Table 28, the City’s General Fund expenditures per service population for this
department, net of building permit revenues, averages approximately $45. Assuming constant
expenditures per service population member, annual Community Development Department
expenditures would increase by $789,800 from the Project, $748,300 from the Reduced Non-
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Residential Intensity Alternative, and $638,200 from the Reduced Intensity Alternative.
Approximately $183,200 of the net increase in annual Community Development Department
expenditures would be from buildout of the remaining development potential from the existing
General Plan. A large share of Community Development Department costs would be recovered
through application, license, and permit fees, as well as other charges for service calculated in
Table 22 above, resulting in lower net departmental costs than indicated in Table 28 below.

Table 28: Projected Annual Community Development
Department General Fund Expenditures at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net New Service Population (c) 4,047 13,403 17,450
Total New Expenditures $183,200 $606,600 $789,800
Reduced Non-Residential Intensity Alternative

Net New Service Population (c) 4,047 12,487 16,533
Total New Expenditures $183,200 $565,100 $748,300
Reduced Intensity Alternative

Net New Service Population (c) 4,047 10,053 14,100
Total New Expenditures $183,200 $455,000 $638,200
Baseline Assumptions FY 2015-16
Total Community Development Expenditures (d) $5,140,492
Less: Building Permit Revenues ($3,158,503)
Expenditures Net of Building Permit Revenues $1,981,989
2016 Service Population (c) 43,790
Community Development Expenditures Per Service Population $45.26
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Service Population defined as all residents plus one third of all employees.

(d) Includes only General Fund expenditures.

Sources: City of Menlo Park Budget FY 15-16; BAE, 2015.

Community Services

The Community Services Department operates 13 parks, two community centers, two public
swimming pools, three childcare centers, one gymnasium, and one gymnastics center, in
addition to providing recreational and cultural programs for children, adults, and seniors. The
facilities are open to Menlo Park residents and employees as well as residents of adjacent
cities. Many Community Services Department programs operate on a full or partial cost
recovery basis, but many other programs generate costs to the City that are not recouped
through charges for service. Staff from the Community Services Department indicate that
while the department has capacity to meet demand for park and recreation service overall, it
is at capacity during peak times at several of its sports fields, in preschool and sports activity
classes, and at one of the swimming pools.
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Community Services Department staff have indicated that while some Menlo Park employees
utilize some of the programs and services that the Department offers, they tend to do so at far
lower rates than Menlo Park residents. In addition, new employment-generating developments
are increasingly providing employee-serving amenities on site, further reducing the likelihood
that employees associated with the Project or Alternatives will use the City’s Community
Services Department facilities extensively. To account for lower utilization rates among
employees, the Community Services service population generated by the Project is estimated
at 15 percent of the increase in employment generated by the Project, rather than one third of
the increase in employment. This assumption is consistent with prior FIAs that have been
conducted for nonresidential development in the M-2 area.

As shown in Table 29, the City’s FY 2015-2016 budget projects $7.86 million in General Fund
expenditures for the Community Services Department. Assuming commensurate additional
expenditures per net new increase in service population, the Project would result in $2.8
million in additional General Fund expenditures at buildout, $581,600 of which would be due
to buildout of the remaining development potential under the existing General Plan. The
Reduced Non-Residential Intensity Alternative would result in $2.7 million in additional
General Fund expenditures at buildout, including $581,600 from buildout of the remaining
development potential from the existing General Plan. The Reduced Intensity Alternative
would result in $2.3 million in additional General Fund expenditures at buildout, including
$581,600 from buildout of the remaining development potential from the existing General
Plan. However, a large share of Community Services Department costs would be recovered
through charges for service calculated in Table 22 above.
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Table 29: Projected Annual Community Services Department
General Fund Expenditures at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net New Service Population (c) 3,240 12,395 15,635
Total New Expenditures $581,600 $2,224,800 $2,806,400
Reduced Non-Residential Intensity Alternative

Net New Service Population (c) 3,240 11,983 15,223
Total New Expenditures $581,600 $2,150,700 $2,732,300
Reduced Intensity Alternative

Net New Service Population (c) 3,240 9,297 12,537
Total New Expenditures $581,600 $1,668,700 $2,250,300
Baseline Assumptions FY 2015-16
Total Community Services Expenditures (d) $7,860,090
2016 Service Population 43,790
Community Services Expenditures Per Service Population $179.49
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Service Population defined as all residents plus a portion of employees. Since
employees typically have little impact on Community Services expenditures,

service population for this department is calculated by multiplying employees by

15%.

(d) Includes only General Fund expenditures.

Sources: City of Menlo Park Budget FY 15-16; BAE, 2016.

Library

The City Library system operates a main library at the Civic Center, as well as a branch library
at Belle Haven Elementary School. The main library is open daily and offers a wider range of
materials, services, and programs, while the Belle Haven Library is much smaller and only
open Tuesday through Saturday. Menlo Park libraries are part of the Peninsula Library
System, a consortium that allows any resident of San Mateo County to use City and County
branch libraries.

Similar to the Community Services Department, the Menlo Park Library has historically found
that employees generated in the M-2 area are unlikely to utilize the City libraries at high rates,
in part because the M-2 area is located east of Highway 101 with inconvenient access to the
main library. Since the majority of the employment-generating uses included in the Project
would be located in the M-2 Area, the Library service population generated by the Project is
estimated as 100 percent of residents plus 15 percent of employees generated by the Project,
rather than 100 percent of residents plus one third of the increase in employees.
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As of 2015, the Menlo Park Library system had 14 full-time equivalent employees (FTE), or
0.37 FTEs per 1,000 members of the service population.12 To maintain a similar ratio of
employees to service population, the Library would need an additional 5.8 FTEs to serve the
development that could result from the Project, 5.6 FTEs to serve the development that would
result from the Reduced Non-Residential Intensity Alternative, and 4.6 FTES to serve the
development that would result from the Reduced Intensity Alternative.

In FY 2015-20186, the City’s General Fund contribution to the Library was $2.54 million, or $58
per service population unit. Assuming General Fund expenditures per service population
remain consistent, the Project would result in approximately $908,500 in additional annual
General Fund expenditures to the Library Department. The Reduced Non-Residential Intensity
Alternative would result in approximately $884,500 in additional annual General Fund
expenditures to the Library Department. The Reduced Intensity Alternative would result in
$728,500 in additional annual General Fund expenditures to the Library Department.
Approximately $188,300 of the total increase in annual Library Department expenditures
would be from buildout of the remaining development potential under the existing General
Plan. For each of the alternatives, the annual operating cost per FTE would average
approximately $181,750, including salaries and other associated operating costs.

12 A full time equivalent corresponds to one full-time position, and is used as a standard measure for describing
staffing levels so that full- and part-time positions can be combined into a single figure.
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Table 30: Projected Annual Library Department General Fund
Expenditures at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net New Service Population (c) 3,240 12,395 15,635
Total New Expenditures $188,300 $720,200 $908,500
Reduced Non-Residential Intensity Alternative

Net New Service Population (c) 3,240 11,983 15,223
Total New Expenditures $188,300 $696,200 $884,500
Reduced Intensity Alternative

Net New Service Population (c) 3,240 9,297 12,537
Total New Expenditures $188,300 $540,200 $728,500
Baseline Assumptions FY 2015-16
Total Library Expenditures (d) $2,544,568
2016 Service Population 43,790
Library Expenditures Per Service Population $58.11
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Service Population defined as all residents plus a portion ofthe employment
employment population. Since employees typically have little impact on Library
expenditures, service population for this department is calculated by multiplying

net new employees by 15%.

(d) Includes only General Fund expenditures.

Sources: City of Menlo Park Budget FY 15-16; BAE, 2016.

The figures provided in Table 30 account for increases in ongoing operating costs (e.g.
salaries) to serve new patrons, but do not account for any capital improvements that would be
necessary to serve an increase in service population. Menlo Park Library staff have indicated
needs for new or expanded facilities are existing and unrelated to future population growth,
and according to the DEIR, the Menlo Park Library has long-range strategies to ensure
adequate facilities to serve current and future Menlo Park residents. Since the General Plan
buildout will occur over a 24-year time period, new demand for Library services and any
associated need for new or expanded Library facilities will occur on an incremental basis.

Police

The Police Department currently employs 70 Full Time Equivalent personnel (FTE), comprised
of 48 sworn FTE and 22 professional staff FTE, all of which are funded through the City’s
General Fund.” Sworn officers consist of one chief, two commanders, eight sergeants, and 37

13 A full time equivalent corresponds to one full-time position, and is used as a standard measure for describing
staffing levels so that full- and part-time positions can be combined into a single figure.
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police officers. Based on the service population shown in Table 1, the Department currently
has 1.10 sworn officers per 1,000 members of the City service population.

Among other Police Department needs, City staff have noted a need for additional officers to
address code enforcement and traffic enforcement needs as the Project is built out. Staff
indicated that there is an existing staffing deficiency in Code Enforcement services. According
to staff, recent budget shortfalls in the City have resulted in the Department assigning this
task to non-sworn staff in order to maintain service levels. The current non-sworn Code
Enforcement Officer is not able to conduct proactive enforcement and is unable to respond to
complaints in a timely manner. Department staff reported no other existing deficiencies in
either sworn staffing, facilities, or equipment.

In FY 2015-16, the City’'s General Fund budget for the Police Department was

$16.4 million, or $375 per member of the service population. Based on the service
population associated with the Project and Alternatives as shown in Table 3 above, the Project
would generate $6.5 million in Police Department expenditures. The Reduced Non-Residential
Intensity Alternative would generate $6.2 million in annual Police Department expenditures.
The Reduced Non-Residential Intensity Alternative would generate $5.3 million per year in
Police Department expenditures. Buildout of the remaining development potential under the
existing General Plan would account for approximately $1.5 million of the total increase in
annual police department expenditures that would result from the Project or alternatives.
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Table 31: Projected Annual Police Department General Fund
Expenditures at Buildout

Existing
General Plan Proposed
Development  M-2 Area

Project Potential (a)  Changes Total (b)
Net New Service Population (c) 4,047 13,403 17,450
Total New Expenditures $1,515,500 $5,019,800 $6,535,300
Reduced Non-Residential Intensity Alternative

Net New Service Population (c) 4,047 12,487 16,533
Total New Expenditures $1,515,500 $4,676,500 $6,192,000
Reduced Intensity Alternative

Net New Service Population (c) 4,047 10,053 14,100
Total New Expenditures $1,515,500 $3,765,000 $5,280,500
Baseline Assumptions FY 2015-16
Total Police Department Expenditures (d) $16,400,105
Total Service Population (c) 43,790
Police Department Expenditures Per FTE $374.51
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Service Population defined as all residents plus one third of all employees.

(d) Only General Fund expenditures are calculated.

Sources: City of Menlo Park Budget FY 15-16; ConnectMenlo DEIR, 2016; BAE, 2016.

Although the Police Department does expect some increases in operating costs due to the
Project, the Department does not anticipate a need for new facilities. The Department opened
a neighborhood service center and police substation in the Belle Haven neighborhood in
2014, which has assisted the Department in providing services to the Belle Haven and M-2
areas. The service center and substation houses the City’s Code Enforcement Officer and City
Safety Police Officer, while all other Police Department functions continue to be based at the
main Police Department at City Hall.

Public Works

The Department of Public Works is responsible for constructing, repairing, and maintaining City
streets, sidewalks, storm drains, buildings, and other facilities. The Department includes the
City’s Capital Improvements, Engineering, Maintenance, Transportation, and Utilities Divisions.
Generally, the Public Works Department would see increased costs if new streets or other
facilities are needed or if maintenance needs increase as a result of the Project.

Although the projected increase in service population that would be generated by the Project is
expected to lead to additional road maintenance costs, the Public Works Department does not
currently have any metrics to determine the cost of road maintenance on a per-service
population or per-housing unit basis. Public Works Department costs for road maintenance are
mitigated somewhat because several key roads in Menlo Park, including EI Camino Real,
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Willow Road, and the Bayfront Expressway, are State Highways, with Caltrans responsible for
maintenance. In addition, developers of new projects will pay Transportation Impact Fees and
Building Construction Impact Fees, as shown in Table 24.

The Department also manages Menlo Park’s stormwater drainage system, which is a
component of the Stormwater Management program. According to the City’s Grading and
Drainage Guideline, new developments in Menlo Park are required to provide for stormwater
retention on site to the extent possible. Furthermore, developers are required to pay for any
needed extension of stormwater infrastructure to new projects. The Public Works Department
also has costs associated with meeting stormwater regulatory requirements. Revenue from
the stormwater fee may increase if there is an increase in impervious area. This revenue will
not have a significant fiscal impact to the Stormwater Assessment District. Therefore, the
Project is not expected to have a fiscal impact related to the City’s stormwater system.

Summary of Annually Recurring Expenditures

Table 32 shows that, at full buildout, the Project would result in $11.6 million in total annually
recurring expenditures from the City’s General Fund, $2.6 million of which would be due to
buildout of the remaining development potential from the existing General Plan. Annually-
recurring General Fund expenditures would total $11.1 million under the Reduced Non-
Residential Intensity Alternative, including $2.6 million from buildout of the remaining
development potential from the existing General Plan. Annually-recurring General Fund
expenditures would total $9.3 million under the Reduced Intensity Alternative, including $2.6
million from buildout of the remaining development potential from the existing General Plan.
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Existing
General Plan Proposed
Development  M-2 Area

Project Potential (a)  Changes Total (b)

Total Expenditures $2,595,400 $8,991,200 $11,586,600
Human Resources $126,800  $419,800 $546,600
Community Development $183,200 $606,600 $789,800
Community Services $581,600 $2,224,800 $2,806,400
Library $188,300  $720,200 $908,500
Police $1,515,500 $5,019,800 $6,535,300

Reduced Non-Residential Intensity Alternative

Total Expenditures $2,595,400 $8,479,600 $11,075,000
Human Resources $126,800  $391,100 $517,900
Community Development $183,200  $565,100 $748,300
Community Services $581,600 $2,150,700  $2,732,300
Library $188,300  $696,200 $884,500
Police $1,515,500 $4,676,500 $6,192,000

Reduced Intensity Alternative

Total Expenditures $2,595,400 $6,743,800 $9,339,200
Human Resources $126,800  $314,900 $441,700
Community Development $183,200  $455,000 $638,200
Community Services $581,600 $1,668,700 $2,250,300
Library $188,300  $540,200 $728,500
Police $1,515,500 $3,765,000 $5,280,500

Notes:

Only General Fund expenditures are calculated.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

Source: BAE, 2016.

Figure 2 shows the distribution of these expenditures for the Project. As shown, the majority of
expenditures are for Police (56 percent), followed by Community Services (24 percent),
Community Development (7 percent), Library (8 percent), and Human Resources (5 percent).
These figures do not account for any charges for service that allow individual departments to
recoup a share of costs. Because departments vary in the extent to which each is able to
recoup costs through charges for service, the distribution of expenses net of charges for

service may differ from the distribution shown in Figure 2.
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Figure 2: Distribution of Annually Recurring City General
Fund Expenditures from Project at Buildout

Human

. Resources
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Source: BAE, 2016.
Summary of Net Fiscal Impact to the General Fund

Table 33 provides a summary of the annual recurring net fiscal impact of the Project at full
build out and occupancy, in constant 2015 dollars. As shown, the Project would generate
approximately $19.9 million annually in new General Fund revenues to the City and increase
the City’s General Fund expenditures by approximately $11.6 million annually, resulting in an
annual net positive fiscal impact of approximately $8.3 million at buildout and full occupancy.
The Reduced Non-Residential Intensity Alternative would have a positive net fiscal impact
totaling approximately $5.2 million per year and the Reduced Intensity Alternative would have
a positive net fiscal impact totaling approximately $6.8 million per year.

Buildout of the remaining development potential from the existing General Plan would have a
net positive fiscal impact totaling $2.6 million per year, accounting for 32 percent of the
positive net fiscal impact from the Project, 51 percent of the positive net fiscal impact from the
Reduced Non-Residential Intensity Alternative, and 38 percent of the positive net fiscal impact
from the Reduced Intensity Alternative. The remaining positive net fiscal impact from the
Project and Alternatives would result from the proposed M-2 Area changes associated with the
Project and each alternative.
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Table 33: Summary of Net Fiscal Impact to the City of Menlo

Park General Fund at Buildout

Page 102

Item 8.

Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Total Revenues $5,216,800 $14,676,700 $19,893,500
Sales Tax $1,495,000 $3,101,200  $4,596,200
Property Tax $1,869,800  $4,047,000 $5,916,800
ILVLF $494,200  $1,069,500 $1,563,700
TOT $0  $2,448,000  $2,448,000
Utility Users Tax $133,000 $295,900 $428,900
Other Revenues $1,224,800 $3,715,100 $4,939,900
Total Expenditures $2,595,400 $8,991,200 $11,586,600
Human Resources $126,800 $419,800 $546,600
Community Development $183,200 $606,600 $789,800
Community Services $581,600 $2,224,800  $2,806,400
Library $188,300 $720,200 $908,500
Police $1,515,500 $5,019,800  $6,535,300
Net Fiscal Impact $2,621,400 $5,685,500 $8,306,900
Reduced Non-Residential Intensity Alternative
Total Revenues $5,216,800 $11,045,900 $16,262,700
Sales Tax $1,495,000 $2,228,300 $3,723,300
Property Tax $1,869,800  $3,146,300 $5,016,100
ILVLF $494,200 $831,500  $1,325,700
TOT $0  $1,224,000 $1,224,000
Utility Users Tax $133,000 $237,800 $370,800
Other Revenues $1,224,800 $3,378,000  $4,602,800
Total Expenditures $2,595,400 $8,479,600 $11,075,000
Human Resources $126,800 $391,100 $517,900
Community Development $183,200 $565,100 $748,300
Community Services $581,600 $2,150,700  $2,732,300
Library $188,300 $696,200 $884,500
Police $1,515,500 $4,676,500 $6,192,000
Net Fiscal Impact $2,621,400  $2,566,300  $5,187,700
Reduced Intensity Alternative
Total Revenues $5,216,800 $10,964,300 $16,181,100
Sales Tax $1,495,000 $2,308,200 $3,803,200
Property Tax $1,869,800 $3,016,000  $4,885,800
ILVLF $494,200 $797,000 $1,291,200
TOT $0  $1,836,000 $1,836,000
Utility Users Tax $133,000 $221,900 $354,900
Other Revenues $1,224,800 $2,785,200  $4,010,000
Total Expenditures $2,595,400 $6,743,800 $9,339,200
Human Resources $126,800 $314,900 $441,700
Community Development $183,200 $455,000 $638,200
Community Services $581,600 $1,668,700  $2,250,300
Library $188,300 $540,200 $728,500
Police $1,515,500  $3,765,000 $5,280,500
Net Fiscal Impact $2,621,400  $4,220,500  $6,841,900

Notes:
Figures presented are constant 2015 dollars.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

Figures presented are constant 2015 dollars.
Source: BAE, 2016.
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Total 24-Year Impact

The analysis in Table 33 does not account for the long-term impact of inflation on revenues,
expenditures, and the resulting net fiscal impact to the City. Table 34 provides a long-term
view of the possible total fiscal impact of the Project to the City’s General Fund over a 24-year
timeframe. It provides the projected revenues and expenditures on a year-by-year basis,
adjusted for inflation each year, over the course of full build out and occupancy of the Project.
This type of projection can be useful because it accounts for the effect of inflation on revenues
and expenses over time. It should be understood that this type of long-term analysis is
sensitive to changes in the assumptions for inflation and other factors.

The figures shown in Table 34 are based on a constant pace of growth between 2017 and
2040. The actual phasing of development will result in different amounts of development in
different years. However, since the actual future phasing of development is not known, the FIA
uses a constant pace throughout the planning period to approximate the change over time.
Appendix A shows the assumed buildout in each year over the course of the planning period.

Several inflation assumptions were formulated for this FIA. Sales tax revenues were inflated
two percent per year, which represents the 10-year average annual projected increase in the
City’s budget forecast. Property tax and ILVLF revenues were inflated two percent per year,
which is the maximum allowed by the Proposition 13 limit on annual increases in tax
assessments.14 Expenditures were inflated at a four percent annual rate, which represents
recent California municipal experience with increases in personnel benefits costs.15

As shown in Table 34, the net positive fiscal impact of the Project is expected to increase over
the course of the projection period. Starting in 2017, there is a positive fiscal impact as new
development is built and occupied. The net fiscal impact of the Project would increase in each
year through 2040 as additional development is added to the City’s inventory, and remains
positive through 2040.

14 In order to provide a conservative analysis, increases in property tax revenues from future sale and subsequent
reassessment of new development is not included. The amount of these proceeds may vary for a wide range of
reasons, and a more detailed analysis that is beyond the scope of this study would be needed to formulate a
reasonable assumption.

18 These costs have continued to increase even as salaries have been flat or reduced, due to increasing costs for
health care, pensions, and other employment-related expenses. A four percent annual increase in expenditures is
consistent with many cities budgeting practices throughout the Bay Area.
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Table 34: Projected Net Fiscal Impact of the Project to the City of Menlo Park General Fund, 2016-2040

Item 8.

Project 2016 2017 2018 2019 2020 2021 2022 2023 2024
Total Revenues $ - $ 851,200 $ 1,751,400 $ 2,700,200 $ 3,702,000 $ 4,757,700 $ 5,874,200 $ 7,048,100 $ 8,283,700
Sales Tax $ - $ 195200 $ 398600 $ 609,700 $ 829,300 $ 1,057,300 $ 1,294,000 $ 1,539,900 $ 1,795,100
Property Tax (a) $ - $ 251400 $ 513000 $ 784,900 $ 1,067,400 $ 1,360,900 $ 1,665800 $ 1,982,400 $ 2,310,700
ILVLF $ - $ 66500 $ 135600 $ 207,500 $ 282,100 $ 359,700 $ 440,200 $ 523900 $ 610,700
TOT $ - $ 106100 $ 220,600 $ 344,200 $ 477,300 $ 620,500 $ 774,400 $ 939,600 $ 1,116,800
Utility Users Tax $ - $ 18600 $ 38600 $ 60,300 $ 83600 $ 108,800 $ 135600 $ 164,600 $ 195,700
Other Revenues $ - $ 213400 $ 445000 $ 693600 $ 962,300 $ 1,250,500 $ 1,564,200 $ 1,897,700 $ 2,254,700
Total Expenditures $ - $ (502,100) $ (1,044,400) $ (1,629,100) $ (2,259,000) $ (2,936,900) $ (3,665300) $ (4,447,100) $ (5,285,700)
Human Resources $ - $ (23700) $  (49,300) $  (76,800) $ (106,600) $  (138,600) $  (173,000) $  (209,800) $  (249,400)
Community Development $ - $ (34,200) $  (71,200) $  (111,000) $  (154,000) $ (200,100) $ (249,900) $ (303,200) $  (360,300)
Community Services $ - $ (121,600) $ (253,000) $ (394,600) $ (547,100) $ (711,400) $  (887,700) $ (1,077,100) $ (1,280,300)
Library $ - $ (39400) $  (81,900) $ (127,800) $ (177,100) $  (230,300) $  (287,400) $  (348,700) $  (414,400)
Police $ - $ (283200) $ (589,000) $ (918,900) $ (1,274,200) $ (1,656,500) $ (2,067,300) $ (2,508,300) $ (2,981,300)
Net Fiscal Impact $ - $ 349100 $ 707,000 $ 1,071,100 $ 1,443,000 $ 1,820,800 $ 2,208,900 $ 2,601,000 $ 2,998,000

Note:
Figures presented are adjusted for inflation.

Revenue Escalation factor:
Sales Tax Escalation Factor
Property Tax Inflation Rate:
Expenditure Inflation Rate:

4
2
2
4

.00%
.00%
.00%
.00%

(a) A somewhat greater portion of revenue may be realized from new development in former redevelopment project areas until the City's debt obligations under
the Recognized Obligation Payment Schedule are repaid.

Source: BAE, 2015.

(continued on following page)
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Table 34: Projected Net Fiscal Impact of the Project to the City of Menlo Park General Fund, 2016-2040 (continued)

Item 8.

Project 2025 2026 2027 2028 2029 2030 2031 2032

Total Revenues $ 9,586,000 $ 10,955,800 $ 12,397,400 $ 13,915,500 $ 15,511,100 $ 17,190,800 $ 18,955,400 $ 20,810,000
Sales Tax $ 2,060,000 $ 2,334,500 $ 2,619,400 $ 2,914,700 $ 3,220,600 $ 3,537,800 $ 3,866,300 $ 4,206,500
Property Tax (a) $ 2,651,700 $ 3,005200 $ 3,371,900 $ 3,752,000 $ 4,145900 $ 4,554,000 $ 4,977,000 $ 5,415,100
ILVLF $ 700,800 $ 794,300 $ 891,100 $ 991,600 $ 1,095700 $ 1,203,600 $ 1,315300 $ 1,431,100
TOT $ 1,306,600 $ 1,509,800 $ 1,727,300 $ 1,959,700 $ 2,207,900 $ 2,472,800 $ 2,755,400 $ 3,056,700
Utility Users Tax $ 228,900 $ 264,500 $ 302,700 $ 343,300 $ 386,800 $ 433,300 $ 482,800 $ 535,500
Other Revenues $ 2,638,000 $ 3,047,500 $ 3485000 $ 3,954,200 $ 4454200 $ 4,989,300 $ 5558600 $ 6,165,100

Total Expenditures $ (6,184,300) $ (7,146,100) $ (8,175,200) $ (9,275,200) $ (10,450,000) $ (11,704,200) $ (13,041,800) $ (14,467,500)
Human Resources $ (291,800) $§ (337,200) $ (385600) $  (437,600) $ (493,000) $ (552,200) $ (615,400) $ (682,500)
Community Development  $  (421,600) $  (487,100) $  (557,300) $  (632,200) $ (712,300) $ (797,800) $ (888,900) $ (986,100)
Community Services $ (1,497,900) $ (1,730,800) $ (1,980,200) $ (2,246,600) $ (2,531,100) $ (2,834,900) $ (3,158,900) $ (3,504,200)
Library $ (484,900) $ (560,300) $  (641,000) $  (727,300) $ (819,400) $ (917,800) $ (1,022,600) $ (1,134,500)
Police $ (3,488,100) $ (4,030,700) $ (4,611,100) $ (5,231,500) $ (5,894,200) $ (6,601,500) $ (7,356,000) $ (8,160,200)

Net Fiscal Impact $ 3,401,700 $ 3,809,700 $ 4,222,200 $ 4,640,300 $ 5,061,100 $ 5486600 $ 5913,600 $ 6,342,500

Note:

Figures presented are adjusted for inflation.

Revenue Escalation factor: 4.00%

Sales Tax Escalation Factor 2.00%

Property Tax Inflation Rate: 2.00%

Expenditure Inflation Rate: 4.00%

(a) A somewhat greater portion of revenue may be realized from new development in former redevelopment project areas until the City's debt obligations under
the Recognized Obligation Payment Schedule are repaid.
Source: BAE, 2015.

(continued on following page)
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Table 34: Projected Net Fiscal Impact of the Project to the City of Menlo Park General Fund, 2016-2040 (continued)

Item 8.

Project 2033 2034 2035 2036 2037 2038 2039 2040
Total Revenues $ 22,761,100 $ 24,815,100 $ 26,968,800 $ 29,229,000 $ 31,602,800 $ 34,097,000 $ 36,712,900 $ 39,461,500
Sales Tax $ 4558900 $ 4923500 $ 5301,000 $ 5691600 $ 6,095700 $ 6,513,700 $ 6,945800 $ 7,392,700
Property Tax (a) $ 5868600 $ 6,337,800 $ 6,823,800 $ 7,326,800 $ 7,846,900 $ 8,384900 $ 8941300 $ 9,516,800
ILVLF $ 1,550,900 $ 1,675,000 $ 1,803,400 $ 1,936,300 $ 2,073,900 $ 2,216,000 $ 2,363,100 $ 2,515,100
TOT $ 3377700 $ 3,719,400 $ 4,083,100 $ 4469900 $ 4,881,100 $ 5318100 $ 5782200 $ 6,275,000
Utility Users Tax $ 591,800 $ 651,700 $ 715,300 $ 783,100 $ 855,200 $ 931,900 $ 1,013,000 $ 1,099,400
Other Revenues $ 6813200 $ 7,507,700 $ 8,242200 $ 9,021,300 $ 9,850,000 $ 10,732,400 $ 11,667,500 $ 12,662,500

Total Expenditures $ (15,986,800) $ (17,604,500) $ (19,325,600) $ (21,156,700) $ (23,103,000) $ (25,171,200) $ (27,368,200) $ (29,700,100)
Human Resources $ (754,200) $ (830,600) $ (911,800) $ (998,100) $ (1,089,900) $ (1,187,600) $ (1,291,300) $ (1,401,100)
Community Development  $  (1,089,700) $ (1,200,100) $ (1,317,400) $ (1,442,200) $ (1,574,900) $ (1,715,800) $ (1,865,500) $ (2,024,500)
Community Services $ (3,872,200) $ (4,263,900) $ (4,680,800) $ (5,124,400) $ (5595,700) $ (6,096,600) $ (6,628,900) $ (7,193,700)
Library $ (1,253,500) $ (1,380,400) $ (1,515,200) $ (1,658,900) $ (1,811,600) $ (1,973,700) $ (2,146,000) $ (2,328,800)
Police $ (9,017,200) $ (9,929,500) $ (10,900,400) $ (11,933,100) $ (13,030,900) $ (14,197,500) $ (15,436,500) $ (16,752,000)

Net Fiscal Impact $ 6,774,300 $ 7,210,600 $ 7,643,200 $ 8,072,300 $ 8,499,800 $ 8,925800 $ 9,344,700 $ 9,761,400

Note:

Figures presented are adjusted for inflation.

Revenue Escalation factor: 4.00%

Sales Tax Escalation Factor 2.00%

Property Tax Inflation Rate: 2.00%

Expenditure Inflation Rate: 4.00%

(a) A somewhat greater portion of revenue may be realized from new development in former redevelopment project areas until the City's debt obligations under
the Recognized Obligation Payment Schedule are repaid.

Source: BAE, 2015.
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Net Present Value Calculation of Net Fiscal Impact

Net Present Value (NPV) calculation is a financial method for determining what a stream of
future payments (or costs) would be worth measured in today’s dollars. In other words, it
calculates an up-front lump sum dollar amount that is equivalent to a series of payments (or
costs) occurring over a number of years in the future. It accounts for the time value of money
which exists due to the fact that each year interest payments increase the value of each dollar
of investment.

An NPV calculation was done to identify the current (2015) dollar value of the annual net fiscal
impacts from the Project as shown in Table 34. This was done by identifying a discount factor
that represents the time value of money for the City of Menlo Park, based on the potential
return that it might obtain from other risk-free investments available to it.16 A discount factor
of four percent was used, which is common for municipal financial analysis.

Table 35 presents two separate figures. The first column shows the net fiscal impact for each
year in current (inflated) dollars. The second column shows the Net Present Value (NPV) of the
net fiscal impacts through 2040. As shown, the total net fiscal impact of the Project in current
dollars is positive $118.3 million and the NPV in constant 2015 dollars is positive $61.1
million (i.e. a payment in 2015 of $61.1 million, that earns a return of four percent, would be
equal to the net revenues each year as shown in Table 34 that total $118.3 million by 2040).

Table 35: Total Net Fiscal Impact and Net
Present Value of Fiscal Impacts to City of Menlo
Park General Fund from the Project, 2016-2040
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Total Net Present Value
Net Impact, of Total Net Impact,
Project 2015 Dollars 2015 Dollars (a)
Revenues $399,938,700 $200,331,510
Expenditures ($281,630,000) ($139,262,486)
Net Fiscal Impact $118,308,700 $61,069,024
Note:
(a) Discount rate used for municipal financial analysis:
4.0%

Source: BAE, 2015.

16 Private investors, who have a higher tolerance for risk and therefore can earn a higher return, would typically use
a higher discount rate for NPV calculations than a public agency.
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In addition to impacts to the City’s General Fund, the Project would generate fiscal impacts to
various special districts. The following section describes impacts to the Menlo Park Fire
Protection District and the three school districts that serve the M-2 area. Fiscal impacts to
other special districts that serve Menlo Park would be much less significant and are described
in Appendix B of this study.

Menlo Park Fire Protection District

The Menlo Park Fire Protection District (MPFPD) provides fire protection services to Menlo
Park, Atherton, East Palo Alto, portions of unincorporated San Mateo County, and federal
facilities such as the veteran’s hospital, United States Geological Survey facility, and the
Stanford Linear Accelerator, covering approximately 30 square miles. The MPFPD also has
agreements with the neighboring departments, including the cities of Palo Alto, Redwood City,
Fremont, and the Woodside Fire District, to provide automatic aid. The MPFPD serves
approximately 87,980 residents and 41,150 employees, with a service population of
101,697.17

The District operates three fire stations in Menlo Park, two fire stations in unincorporated San
Mateo County, one station in Atherton, and one station in East Palo Alto. Each of the seven
fire stations is equipped with a heavy fire engine and is continuously staffed by three crew
members. The District is currently reconstructing Station 2, located at 2290 University Avenue
in East Palo Alto, and has plans to reconstruct Station 6. Station 77, located at 1467 Chilco
Street in Menlo Park, is located in the M-2 area. According to staff, Station 77 will need to be
remodeled or rebuilt in order to accommodate any significant service population growth.
Currently, Station 77 can only house and support three personnel at any given time.

The MPFPD currently employs 113.8 FTEs. Based on the MPFPD’s service population of
101,700, the current service ratio of the MPFPD is 1.12 FTEs per thousand members of the
service population. In order to maintain current staffing levels, the Department would need to
add 15 FTEs to serve the increase in service population that would be associated with the
Project. Staff has indicated that Department resources are strained by traffic congestion and
growth, specifically on the northern side of the District in the Belle Haven and M-2 area, and
that additional equipment and personnel would be needed to accommodate additional growth
and increased congestion.

17 Service population is defined as all residents plus one third of all employees.
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Revenues

After accounting for the ERAF shift, the MPFPD receives approximately 13.4 percent of the 1.0
percent base property tax collected from properties in Menlo Park, based on the median of the
District’s share of property tax across the TRAs in the City. However, the District’s share of
property tax revenues tends to be slightly lower in the TRAs that comprise the M-2 area, with a
post-ERAF median value of approximately 12.2 percent. Because most of the development
under the Project and alternatives would be located in the M-2, this FIA estimates property
taxes to the MPFPD at a rate of 12.2 percent of the base 1.0 percent property tax. Based on
the estimated increase in property values that would be generated by the Project, the MPFPD
would receive $7.9 million in additional property taxes annually after build out of the Project.
The Reduced Non-Residential Intensity Alternative would generate $6.7 million annually in
additional property taxes to the District, and the Reduced Intensity Alternative would generate
$6.5 million annually in additional property taxes to the District.

Other sources of General Fund revenues for the MPFPD include licenses and permits, monies
from intergovernmental transfers, current service charges, and use of money and property.
The MPFPD expects to generate $985,800 from licenses, permits, and service charges in FY
2015-2016, averaging $9.69 per member of the service population. For this FIA, revenues
from licenses, permits, and service charges are estimated on a per service population basis
and are assumed to be the only revenue source other than property tax that would be affected
by new development. Based on the estimated increases in service population, it is expected
that additional MPFPD revenues from licenses, permits, and service charges would total
$169,200 per year from the Project, $160,300 per year from the Reduced Non-Residential
Intensity Alternative, and $136,700 per year from the Reduced Intensity Alternative.

The MPFPD Board of Directors has adopted a Fire Services development impact fee to cover
the cost of new equipment, station expansion, and other items (e.g., signal preemption) that
arise from new development in the MPFPD’s service area. If the fee is adopted by the Menlo
Park City Council, developers of projects that would be subject to the fee and which receive
building permits after the fee is implemented would be responsible for payment of the fee. If
the City Council does not adopt the fee, the MPFPD may be able to rely on other revenue
sources, such as the net increase in annual operating revenues identified below, to fund the
District’s capital improvement plan as needed to serve new development.

Expenditures

Costs to the MPFPD generated by the Project are estimated on a per service population basis,
which tends to overestimate the impacts of new development on fire protection services and
therefore provides a conservative analysis of the potential fiscal impacts to the MPFPD. The
MPFPD budget for the 2015-2016 fiscal year includes $33 million in expenditures from its
General Fund, at an average rate of $325 per member of the service population, as shown in
Table 36.
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Assuming that costs increase in accordance with service population, the Project would
generate an estimated $5.7 million in annual costs to the District. If the District were to
require 15 additional FTEs due to the Project to maintain current staffing levels, these
expenditures would average approximately $290,000 per FTE. The Reduced Non-Residential
Intensity Alternative would generate an estimated $5.4 million in annual costs to the District
and the Reduced Intensity Alternative would generate an estimated $4.6 million in annual
costs to the District

Net Fiscal Impact

Based on the revenue and expenditure estimates shown in Table 36, the Project and both
alternatives would have a positive net fiscal impact on the MPFPD. The net positive fiscal
impact associated with the Project is estimated to total $2.4 million annually. The positive
annual net fiscal impact to the District would total $1.5 million under the Reduced Non-
Residential Intensity Alternative and $2.1 million under the Reduced Intensity Alternative.
Buildout of the remaining development potential from the existing General Plan would
generate a net positive fiscal impact totaling $1.2 million, which is included in the net fiscal
impact estimates for the Project and Alternatives.
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Table 36: Projected Impacts to the Menlo Park Fire Protection District
at Build Out

Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact $1,226,500 $1,191,100 $2,417,700

New License, Permit, Service Charge Revenues $39,226 $129,926 $169,152

New Property Tax Revenues $2,501,466 $5,414,100 $7,915,615

Less: Projected Expenditures ($1,314,203) ($4,352,892) ($5,667,095)
Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Base 1% Property Tax $20,586,525 $44,557,275 $65,143,800
Fire Services Development Impact Fee (c) TBD TBD TBD
Reduced Non-Residential Intensity Alternative
Net Fiscal Impact $1,226,500 $275,000 $1,501,600

New License, Permit, Service Charge Revenues $39,226 $121,040 $160,266

New Property Tax Revenues $2,501,466 $4,209,200 $6,710,712

Less: Projected Expenditures ($1,314,203) ($4,055,193) ($5,369,396)
Net Increase in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
Base 1% Property Tax $20,586,525 $34,641,188 $55,227,713
Fire Services Development Impact Fee (c) TBD TBD TBD
Reduced Intensity Alternative
Net Fiscal Impact $1,226,500 $867,400 $2,093,900

New License, Permit, Service Charge Revenues $39,226 $97,449 $136,676

New Property Tax Revenues $2,501,466 $4,034,800 $6,536,288

Less: Projected Expenditures ($1,314,203) ($3,264,831) ($4,579,034)
Net Increase in Assessed Value $2,058,652,500 $3,320,571,348 $5,379,223,848
Base 1% Property Tax $20,586,525 $33,205,713 $53,792,238
Fire Services Development Impact Fee (c) TBD TBD TBD
Assumptions FY 2015-16
Service Population 101,697
Revenues
License and Permit Revenues $925,000
Current Service Charges $60,800
Licenses, Permits, and Service Charges per Service Population $9.69
Fire District Share of Base 1% Property Tax 12.2%
General Fund Expenditures

Operating Expenditures $33,027,200

Expenditures per Service Population $324.76
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) The Menlo Park Fire Protection District has conducted a study to establish an impact fee to fund the
cost of capital expenditures needed to serve new development. If the Menlo Park City Council adopts the
fee, individual developments that receive building permits after fee adoption could generate impact fee
revenue to the District.

Sources: Menlo Park Fire Protection District, 2015; BAE, 2016.
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School Districts Serving the Project

In addition to evaluation of the fiscal impacts on the City’s General Fund departments, this
study also evaluates the fiscal impacts and student population growth impacts for the school
districts that serve Menlo Park. Elementary and middle school students living in Menlo Park
attend one of four school districts, all of which serve children in kindergarten through eighth
grade: Menlo Park City School District, Las Lomitas Elementary School District, Ravenswood
City School District, or Redwood City School District. Of these four districts, the Ravenswood
City and Redwood City School Districts are the districts that serve students living in the M-2
Area, and are therefore the districts that would be impacted by the net increase in new
development from ConnectMenlo. However, the Menlo Park City and Las Lomitas Elementary
School Districts could also experience an increase in student enroliment and property tax
revenue due to new development resulting from the remaining development potential in the
City’s existing General Plan. The Sequoia Union High School District serves high school
students throughout Menlo Park.

There are two types of potential impacts that can arise from growth in households which in
turn leads to an increase in student population. The first potential impact is related to the
additional costs of instruction for new students, and how those costs will be covered. The
second potential impact is if there is a need for additional facilities to accommodate more
students. Both of these impacts are addressed in the following sections.

In addition to the Project, there are a range of other demographic and socioeconomic factors
that are also affecting near- and long-term school district enroliment. Thus, the findings on
school district impacts in this study should be treated as indicative of the potential range and
types of impacts from the Project, but not as an actual projection of the future fiscal and
facility impacts that will be experienced by the school districts that serve Menlo Park residents.

Facility Needs and Master Planning

As student population has grown, it has created capacity constraints in the Ravenswood City
and Sequoia Union School Districts. Both of these districts have embarked on planning efforts
to meet future demand, and the Sequoia Union High School District has initiated a campus
expansion project at the Menlo-Atherton campus, which serves Menlo Park. Current
enrollment projects and associated expansion plans for these districts do not account for the
growth that would be generated by the Project.

Enroliment in the Redwood City Elementary School District is currently within the District’s
capacity limits. As shown in the DEIR for the project, there is existing capacity for 423
elementary school students and 490 middle school students in the two District schools that
are located near the M-2 Area, far exceeding the anticipated student generation for the District
that would be associated with the Project (135 elementary and middle school students; see
Table 40 below). According to the DEIR, the Redwood City Elementary School District projects
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that elementary and middle school enroliment will decline over the next ten years, and has no
current plans for new or expanded facilities. Due to these factors, this section of the FIA does
not evaluate facilities needs for the Redwood City Elementary School District.

According to the Project DEIR, the Project could cause student enrollment to exceed the
capacity of four of the five elementary school districts that serve Menlo Park. Student
enrollment currently exceeds capacity in the Menlo Park City, Las Lomitas Elementary, and
Sequoia Union High School Districts. The Project and Alternatives would generate additional
students for each of these districts, as estimated in Table 37 through Table 39 and Table 41
below, potentially causing enroliment to further exceed capacity. While the Ravenswood
School District has a small amount of existing enrollment capacity, the projected increase in
enrollment due to the Project (see Table 39 below) would exceed this remaining capacity. The
Redwood City School District is the only school district that serves Menlo Park that has
sufficient existing capacity to accommodate the students in the District that the Project would
generate.

Despite current and potential capacity shortfalls in the Menlo Park City, Las Lomitas
Elementary, Ravenswood City, and Sequoia Union High School Districts, the DEIR for the
Project found that the Project would have a less than significant impact on each of the school
districts that serve Menlo Park. As detailed in the DEIR, all four districts with current or
potential capacity constraints are undertaking planning efforts to accommodate enroliment
growth, some with expansions or new facilities that will be operational within the next two
years, and the number of students generated by the Project would be consistent with
enrollment trends and planned facilities expansions. In addition, new development would be
required to pay school impact fees to the districts in which the development takes place, which
would be used to support the construction of new or expanded facilities, and development
pursuant to the Project and any associated student enroliment would occur on an incremental
basis throughout the 24-year buildout horizon of the Project.

Up to 1,500 of the residential units included in the development program for the Project could
consist of dormitory-style employee housing for Facebook employees, which would be deed-
restricted to require that all residents work at the Facebook campus and therefore would not
generate elementary, middle, or high school students. These units would be located in the
Ravenswood City School District for elementary and middle school and the Sequoia Union High
School District for high school. As a result, the Project could lead to 1,500 fewer units that
could potentially generate students in these two districts than would result from the
development of more traditional residential units. The sections that follow describe the fiscal
impacts of the Project on the Ravenswood City and Sequoia Union High School Districts if
these 1,500 units ever become a type that could house elementary, middle, and high school
students, as well as the fiscal impacts of the Project if these 1,500 units are built out as
employee housing that would not house elementary, middle, or high school students.
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Fiscal Impacts Analysis

This section estimates the impact of the Project and Alternatives on ongoing school district
operating revenues and expenditures. The FIA estimates the increase in student enroliment
based on the number of residential units in each district that would result from the Project and
Alternatives, as specified in the DEIR, and the student generation rates that each district uses
for enrollment projections.

The Project and Alternatives both include 34 single-family units that would be constructed as
second units on lots where single-family homes currently exist, which could be constructed on
any qualifying parcel in the City. According to the DEIR, there are single-family parcels that
meet the City’s requirements for second units in the Menlo Park City, Las Lomitas Elementary
and Ravenswood City School Districts. While it is unlikely that all 34 second units would be
constructed in any one elementary/middle school district, the DEIR shows all 34 second units
in the residential unit counts for each of these three school districts in order to capture the full
potential impacts of the Project on each district. As a result, the residential unit counts shown
in the DEIR and FIA for individual elementary/middle school districts sum to a higher number
than the total number of residential units from the Project or Alternatives.

In order to estimate the property tax revenue to each elementary/middle school district, the
FIA portions the new development from the Project and Alternatives between each district.
The FIA assumes that new residential development would be distributed between school
districts as shown in the DEIR, as discussed above. However, the DEIR does not estimate the
manner in which non-residential development from the Project will be distributed between
school districts. Consequently, the FIA relies on estimates of the development potential within
subareas of the M-2 Area and the remainder of the City to allocate the quantity of new non-
residential development that would occur in each school district due to the Project and
Alternatives.

Due to the complexities of the State’s educational funding system, the impact to each of the
districts that serve the M-2 area would differ with respect to ongoing revenues and
expenditures for instructional costs. A primary distinction between districts serving the City
lies in whether each district is a “Revenue Limit” or “Basic Aid District”.

California School Financing

Revenue Limit Districts

In California, a majority of public schools are subject to the “Revenue Limit,” a per-student
funding amount determined by the State. Within Revenue Limit districts, local property taxes
are not sufficient to meet the State funding requirement. Hence, in Revenue Limit districts,
local property taxes are supplemented with State funds in order to meet required per-pupil
funding levels. Within Revenue Limit districts, as local property tax revenues increase
(including from new development), State funding is reduced by a commensurate amount so
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that these districts do not realize increased revenues as property tax revenues increase.
Conversely, any increase in the gap between the State-mandated per-pupil spending minimum
and property tax revenues, due to either increased enrollment or reduced property tax
revenue, is met with a commensurate increase in State aid.

Basic Aid Districts

By comparison, if local property taxes are sufficient to exceed the Revenue Limit established
by the State, a district can choose to become a “Basic Aid” district and receive only minimal
State funding. Within Basic Aid districts, as assessed property values increase, the district can
keep additional property tax revenues. While this can support higher levels of student
spending in districts with a strong property tax base, it also means that property taxes from
new development are the primary source of funds for additional annual operating costs to
educate any new students. Therefore, the distinction between Revenue Limit and Basic Aid
districts is important as it determines whether a district can retain new operating revenues as
a result of new development that increases the local property tax rolls.

Menlo Park City School District

Since the Menlo Park City School District does not overlap with the M-2 Area, all development
that could occur from the Project would be due to the remaining development potential under
the current General Plan, which is the same for the Project and alternatives. As a result, the
Project would have the same impact on the District as the alternatives.

Revenues

The Menlo Park City School District is a Basic Aid District and therefore gets the bulk of its
revenue from property taxes, with a minimal amount of funding from other state and local
sources.

Among the TRAs in Menlo Park that are within the Menlo Park City School District boundaries,
the District’s share of the base one percent property tax averages 18.2 percent. Based on this
percentage, the estimated increase in assessed values shown in Table 14, and the estimated
share of new development that would occur within the Menlo Park City School District at build
out, the increase in annual property tax revenues to the District as a result of the Project or
Alternatives is estimated to total $1.2 million. All of the development that would occur in the
Menlo Park City School District would result from development outside of the M-2 Area as part
of the remaining development potential from the existing General Plan.

Expenditures

The Menlo Park City Elementary School District uses a student generation rate of 0.18
students per single-family dwelling and 0.44 students per multifamily dwelling. The Project
would generate up to 34 single-family units and 747 multifamily units in the Menlo Park City
School District, resulting in an estimated 320 net new students in the District at buildout of
the Project or Alternatives.
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As shown in Table 37 A, B, and C, the District budget for FY 2015-16 includes $42 million in
total expenditures, at a rate of $14,316 per student. At build out, the increase in annual
operating expenditures for students generated by the Project or Alternatives would total $4.6
million, all of which would result from buildout of the remaining development potential from
the existing General Plan.

Net Impact

After accounting for the projected increase in property tax revenues and the projected increase
in annual educational expenditures, the Project would result in a net deficit to the Menlo Park
City School District totaling $3.4 million annually. This is equivalent to approximately eight
percent of the District’s FY 2015-2016 budget. All of the net fiscal impact from the Project
and alternatives would result from buildout of the remaining development potential from the
existing General Plan.
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Table 37 A: Projected Annual Impacts of the Project to the Menlo
Park City School District at Build Out

Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact to District ($3,398,200) $0  ($3,398,200)
Projected Annual Property Tax Revenues $1,180,500 $0 $1,180,500
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($4,578,700) $0  ($4,578,700)
Net Increase in Residential Units (d) 747 0 747
Multifamily 713 0 713
Single-Family 34 0 34
Net Increase in Students 320 0 320
Net Increase in Assessed Value (e) $647,099,723 $0 $647,099,723
Base 1% Property Tax $6,470,997 $0 $6,470,997
Assumptions
Menlo Park City Elementary School District Share of Base 1% Property Tax (f) 18.2%
Student Generation Rate
Multifamily 0.44
Single-Family 0.18
Expenditures
FY 15-16 Budget $41,515,205
2015-16 Estimated ADA 2,900
Average Cost per Student $14,316

Notes:
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(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) The MPCSD is located outside of the M-2 Area, and therefore new residential development in
the MPCSD would consist of multifamily units and single-family units developed as second units
where single family units currently exist. Since the development outside of the M-2 Area is the
same in the Project and both Alternatives, the number of students generated is consistent across
alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of
each land use that is expected to occur in the school district.

() Figure represents the MPCSD share of the base 1.0% property tax across all TRAs in Menlo
Park that are within the MPCSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Menlo Park City Elementary School District, 2015; BAE, 2016.
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Table 37 B: Projected Annual Impacts of the Reduced Non-
Residential Intensity Alternative to the Menlo Park City School
District at Build Out

Existing
General Plan Proposed

Development M-2 Area
Reduced Non-Residential Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District ($3,398,200) $0  ($3,398,200)
Projected Annual Property Tax Revenues $1,180,500 $0 $1,180,500

Change in Annual Revenues from ADA (c) $0 $0 $0

Less: Projected Annual Expenditures ($4,578,700) $0  ($4,578,700)
Net Increase in Residential Units (d) 747 0 747
Multifamily 713 0 713
Single-Family 34 0 34
Net Increase in Students 320 0 320
Net Increase in Assessed Value (e) $647,099,723 $0 $647,099,723
Base 1% Property Tax $6,470,997 $0 $6,470,997
Assumptions
Menlo Park City Elementary School District Share of Base 1% Property Tax (f) 18.2%
Student Generation Rate
Multifamily 0.44
Single-Family 0.18
Expenditures
FY 15-16 Budget $41,515,205

2015-16 Estimated ADA 2,900
Average Cost per Student $14,316
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) The MPCSD is located outside of the M-2 Area, and therefore new residential development in
the MPCSD would consist of multifamily units and single-family units developed as second units
where single family units currently exist. Since the development outside of the M-2 Area is the
same in the Project and both Alternatives, the number of students generated is consistent across
alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of
each land use that is expected to occur in the school district.

(f) Figure represents the MPCSD share of the base 1.0% property tax across all TRAs in Menlo
Park that are within the MPCSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Menlo Park City Elementary School District, 2015; BAE, 2016.
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Existing
General Plan Proposed
Development M-2 Area

Reduced Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District ($3,398,200) $0  ($3,398,200)
Projected Annual Property Tax Revenues $1,180,500 $0 $1,180,500
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($4,578,700) $0  ($4,578,700)
Net Increase in Residential Units (d) 747 0 747

Multifamily 713 0 713

Single-Family 34 0 34

Net Increase in Students 320 0 320
Net Increase in Assessed Value (e) $647,099,723 $0 $647,099,723
Base 1% Property Tax $6,470,997 $0 $6,470,997
Assumptions
Menlo Park City Elementary School District Share of Base 1% Property Tax (f) 18.2%
Student Generation Rate

Multifamily 0.44

Single-Family 0.18
Expenditures

FY 15-16 Budget $41,515,205

2015-16 Estimated ADA 2,900

Average Cost per Student $14,316

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in the

District's per-student property tax revenue.

(d) The MPCSD is located outside of the M-2 Area, and therefore new residential development in
the MPCSD would consist of multifamily units and single-family units developed as second units
where single family units currently exist. Since the development outside of the M-2 Area is the
same in the Project and both Alternatives, the number of students generated is consistent across

alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of

each land use that is expected to occur in the school district.
(f) Figure represents the MPCSD share of the base 1.0% property tax across all TRAs in Menlo

Park that are within the MPCSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Menlo Park City Elementary School District, 2015; BAE, 2016.

Las Lomitas Elementary School District

Similar to the Menlo Park City School District, the Las Lomitas Elementary School District does
not overlap with the M-2 Area, and therefore the Project would have the same impact on the

District as the alternatives.
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Revenues

Like the Menlo Park City School District, the Las Lomitas Elementary School District is a Basic
Aid District that gets the bulk of its revenue from property taxes, with a minimal amount of
funding from other state and local sources.

Among the TRAs in Menlo Park that are within the Las Lomitas Elementary School District
boundaries, the District’s share of the base one percent property tax averages 20.6 percent.
Based on this percentage, the estimated increase in assessed values shown in Table 14, and
the estimated share of new development that would occur within the Las Lomitas Elementary
School District at build out, the increase in annual property tax revenues to the District as a
result of the Project or Alternatives is estimated to total $392,500.

Expenditures

The Las Lomitas Elementary School District uses a student generation rate of 0.40 students
per dwelling unit (multifamily or single-family). The Project would generate up to 34 single-
family units and 118 multifamily units in the Las Lomitas Elementary School District, resulting
in an estimated 61 net new students in the District at buildout of the Project or Alternatives.

As shown in Table 38 A, B, and C, the District budget for FY 2015-16 includes $24 million in
total expenditures, at a rate of $17,517 per student. At build out, the increase in annual
operating expenditures for students generated by the Project or Alternatives would total $1.1
million, all of which would result from buildout of the remaining development potential from
the existing General Plan.

Net Impact

After accounting for the projected increase in property tax revenues and the projected increase
in annual educational expenditures, the Project would result in a net deficit to the Las Lomitas
Elementary School District totaling $672,600 annually. This is equivalent to approximately
three percent of the District’'s FY 2015-2016 budget. All of the net fiscal impact to the Las
Lomitas Elementary School District would result from buildout of the remaining development
potential from the existing General Plan.
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Table 38 A: Projected Annual Impacts of the Project to the Las
Lomitas Elementary School District at Build Out

Existing
General Plan Proposed
Development M-2 Area

Item 8.

Project Potential (a) Changes Total (b)
Net Fiscal Impact to District ($672,600) $0 ($672,600)
Projected Annual Property Tax Revenues $392,500 $0 $392,500
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($1,065,100) $0  ($1,065,100)
Net Increase in Residential Units (d) 152 0 152
Multifamily 118 0 118
Single-Family 34 0 34
Net Increase in Students 61 0 61
Net Increase in Assessed Value (e) $190,687,405 $0 $190,687,405
Base 1% Property Tax $1,906,874 $0 $1,906,874

Assumptions
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Las Lomitas Elementary School District Share of Base 1% Property Tax (f) 20.6%
Student Generation Rate
Multifamily 0.40
Single-Family 0.40
Expenditures
FY 15-16 Budget $23,788,613
2015-16 Estimated ADA 1,358
Average Cost per Student $17,517
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in
the District's per-student property tax revenue.

(d) The LLSD is located outside of the M-2 Area, and therefore new residential development
in the LLSD would consist of multifamily units and single-family units developed as second
units where single family units currently exist. Since the development outside of the M-2

Area is the same in the Project and both Alternatives, the number of students generated is
consistent across alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each
land use from the Project and Alternatives, as shown in Table 14, and the share of
development of each land use that is expected to occur in the school district.

(f) Figure represents the LLSD share of the base 1.0% property tax across all TRAs in Menlo
Park that are within the LLSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Las Lomitas Elementary School District, 2015; BAE, 2016.
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Table 38 B: Projected Annual Impacts of the Reduced Non-
Residential Intensity Alternative to the Las Lomitas Elementary
School District at Build Out

Existing
General Plan Proposed
Development M-2 Area

Reduced Non-Residential Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District ($672,400) $0 ($672,400)
Projected Annual Property Tax Revenues $392,700 $0 $392,700
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($1,065,100) $0  ($1,065,100)
Net Increase in Residential Units (d) 152 0 152
Multifamily 118 0 118
Single-Family 34 0 34
Net Increase in Students 61 0 61
Net Increase in Assessed Value (e) $190,800,648 $0 $190,800,648
Base 1% Property Tax $1,908,006 $0 $1,908,006

Assumptions
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Las Lomitas Elementary School District Share of Base 1% Property Tax (f) 20.6%
Student Generation Rate
Multifamily 0.40
Single-Family 0.40
Expenditures
FY 15-16 Budget $23,788,613
2015-16 Estimated ADA 1,358
Average Cost per Student $17,517
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in
the District's per-student property tax revenue.

(d) The LLSD is located outside of the M-2 Area, and therefore new residential development
in the LLSD would consist of multifamily units and single-family units developed as second
units where single family units currently exist. Since the development outside of the M-2

Area is the same in the Project and both Alternatives, the number of students generated is
consistent across alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each
land use from the Project and Alternatives, as shown in Table 14, and the share of
development of each land use that is expected to occur in the school district.

(f) Figure represents the LLSD share of the base 1.0% property tax across all TRAs in Menlo
Park that are within the LLSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Las Lomitas Elementary School District, 2015; BAE, 2016.
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Table 38 C: Projected Annual Impacts of the Reduced Intensity
Alternative to the Las Lomitas Elementary School District at
Build Out
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Existing
General Plan Proposed
Development M-2 Area

Item 8.

Reduced Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District ($672,500) $0 ($672,500)
Projected Annual Property Tax Revenues $392,600 $0 $392,600
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($1,065,100) $0  ($1,065,100)
Net Increase in Residential Units (d) 152 0 152
Multifamily 118 0 118
Single-Family 34 0 34
Net Increase in Students 61 0 61
Net Increase in Assessed Value (e) $190,742,634 $0 $190,742,634
Base 1% Property Tax $1,907,426 $0 $1,907,426

Assumptions

Las Lomitas Elementary School District Share of Base 1% Property Tax (f) 20.6%
Student Generation Rate
Multifamily 0.40
Single-Family 0.40
Expenditures
FY 15-16 Budget $23,788,613
2015-16 Estimated ADA 1,358
Average Cost per Student $17,517
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Menlo Park City Elementary School District is a Basic Aid district, which means the that the
school district does not recieve revenues based on ADA to compensate for any changes in
the District's per-student property tax revenue.

(d) The LLSD is located outside of the M-2 Area, and therefore new residential development
in the LLSD would consist of multifamily units and single-family units developed as second
units where single family units currently exist. Since the development outside of the M-2

Area is the same in the Project and both Alternatives, the number of students generated is
consistent across alternatives. Residential unit counts are from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each
land use from the Project and Alternatives, as shown in Table 14, and the share of
development of each land use that is expected to occur in the school district.

(f) Figure represents the LLSD share of the base 1.0% property tax across all TRAs in Menlo
Park that are within the LLSD boundaries.

Sources: ConnectMenlo DEIR, 2016; Las Lomitas Elementary School District, 2015; BAE, 2016.
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Ravenswood Elementary School District

Revenues

The Ravenswood City School District is a Revenue Limit district. Therefore, ongoing
instructional costs in the District are funded primarily through property taxes and State aid,
with adjustments to State aid to account for any changes in the gap between property taxes
and the required per-student funding level.

In the TRAs in Menlo Park that are within the Ravenswood City School District, the District’s
share of the base one percent property tax averages 32.7 percent. Using this percentage, the
estimated increase in assessed values shown in Table 14, and the estimated share of new
development that would occur within the District at build out, the increase in annual property
tax revenues to the District as a result of the Project are estimated to total $15.9 million. The
Reduced Non-Residential Intensity Alternative and Reduced Intensity Alternative would support
smaller quantities of development within the District, and would therefore generate less
property tax revenue to the District.

Expenditures

The Ravenswood City School District uses a student generation rate of 0.39 students per
single-family dwelling and 0.56 students per multifamily dwelling. The Project would generate
up to 34 single-family units and 3,672 multifamily units in the Ravenswood City School
District, resulting in an estimated 2,070 net new students in the District at buildout of the
Project. However, if 1,500 of the residential units in the Ravenswood City School District are
developed as employee housing for Facebook employees, as described above, the Project
would generate up to 34 single-family units and 2,172 multifamily units, resulting in an
estimated 1,230 net new students in the District. The Reduced Non-Residential Intensity
Alternative would support the same number of residential units and students as the Project.
The Reduced Intensity Alternative would generate 1,574 net new students in the District.
Buildout of the remaining development potential from the existing General Plan would
generate 34 single-family units and 108 multifamily units, resulting in 74 students in the
Ravenswood City School District, which are included in the estimated student generation from
the Project and Alternatives.

As shown in Table 39 A, B, C, and D, the District budget for FY 2015-2016 includes $46.5
million in total expenditures, at a rate of $14,136 per student. At build out, the increase in
annual operating expenditures for students generated by the Project or Reduced Non-
Residential Intensity Alternative would total $29.3 million. The increase in annual operating
expenditures from the Reduced Intensity Alternative would total $22.3 million. If 1,500 of the
residential units in the Ravenswood City School District are developed as employee housing for
Facebook employees, the increase in annual operating expenditures for students generated by
the Project would total $17.4 million.
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Net Impact

The Project and Alternatives would result in costs to the District that exceed the increase in
annual property tax revenues to the District. However, since Ravenswood City is a Revenue
Limit district, the State would increase State Aid to maintain the necessary level of per-student

funding, resulting in no net fiscal surplus or deficit to the District.

Item 8.

Table 39 A: Projected Annual Impacts of the Project to the
Ravenswood City Elementary School District at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $3,416,262 $12,435,415 $15,851,677
Change in Annual Revenues from ADA (c) ($2,373,862) $15,778,585 $13,404,723
Less: Projected Annual Expenditures ($1,042,400)  ($28,214,000) ($29,256,400)
Net Increase in Residential Units (d) 142 3,564 3,706

Multifamily 108 3,564 3,672

Single-Family 34 0 34

Net Increase in Students 74 1,996 2,070
Net Increase in Assessed Value (e) $1,044,632,935 $3,802,531,958 $4,847,164,894
Base 1% Property Tax $10,446,329 $38,025,320 $48,471,649
Assumptions
Ravenswood Elementary School District Share of Base 1% Property Tax (f) 32.7%
Student Generation Rate

Multifamily 0.56

Single-Family 0.39
Expenditures

FY 15-16 Budget $46,522,928

2015-16 Estimated ADA 3,291

Average Cost per Student $14,136

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student revenue
received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of each
land use that is expected to occur in the school district.

(f) Figure represents the Ravenswood ESD share of the base 1.0% property tax across all TRAs in
Menlo Park that are within the Ravenswood ESD boundaries.

Sources: Ravenswood Elementary School District, 2015; BAE, 2016.
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Table 39 B: Projected Annual Impacts of the Reduced Non-
Residential Intensity Alternative to the Ravenswood City Elementary
School District at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Reduced Non-Residential Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $3,416,262 $9,342,475 $12,758,737
Change in Annual Revenues from ADA (c) ($2,373,862) $18,871,525 $16,497,663
Less: Projected Annual Expenditures ($1,042,400)  ($28,214,000) ($29,256,400)
Net Increase in Residential Units (d) 142 3,564 3,706

Multifamily 108 3,564 3,672

Single-Family 34 0 34

Net Increase in Students 74 1,996 2,070
Net Increase in Assessed Value (e) $1,044,632,935 $2,856,765,185 $3,901,398,121
Base 1% Property Tax $10,446,329 $28,567,652 $39,013,981
Assumptions
Ravenswood Elementary School District Share of Base 1% Property Tax (f) 32.7%
Student Generation Rate

Multifamily 0.56

Single-Family 0.39
Expenditures

FY 15-16 Budget $46,522,928

2015-16 Estimated ADA 3,291

Average Cost per Student $14,136
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student revenue
received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of each
land use that is expected to occur in the school district.

(f) Figure represents the Ravenswood ESD share of the base 1.0% property tax across all TRAs in
Menlo Park that are within the Ravenswood ESD boundaries.

Sources: Ravenswood Elementary School District, 2015; BAE, 2016.
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Table 39 C: Projected Annual Impacts of the Reduced Intensity
Alternative to the Ravenswood City Elementary School District at
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Buildout
Existing
General Plan Proposed
Development M-2 Area

Reduced Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $3,416,262 $9,020,991 $12,437,252
Change in Annual Revenues from ADA (c) ($2,373,862) $12,193,009 $9,819,148
Less: Projected Annual Expenditures ($1,042,400)  ($21,214,000) ($22,256,400)
Net Increase in Residential Units (d) 142 2,680 2,822

Multifamily 108 2,680 2,788

Single-Family 34 0 34

Net Increase in Students 74 1,501 1,574
Net Increase in Assessed Value (e) $1,044,632,935 $2,758,460,818 $3,803,093,754
Base 1% Property Tax $10,446,329 $27,584,608 $38,030,938
Assumptions
Ravenswood Elementary School District Share of Base 1% Property Tax (f) 32.7%
Student Generation Rate

Multifamily 0.56

Single-Family 0.39
Expenditures

FY 15-16 Budget $46,522,928

2015-16 Estimated ADA 3,291

Average Cost per Student $14,136

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student revenue
received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of each
land use that is expected to occur in the school district.

() Figure represents the Ravenswood ESD share of the base 1.0% property tax across all TRAs in
Menlo Park that are within the Ravenswood ESD boundaries.

Sources: Ravenswood Elementary School District, 2015; BAE, 2016.
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Table 39 D: Projected Annual Impacts of the Project to the
Ravenswood City Elementary School District at Buildout, 1,500 Units
of Employee Housing Omitted from Student Generation Calculations
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Existing

General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $3,416,262 $12,435,415 $15,851,677
Change in Annual Revenues from ADA (c) ($3,228,862) $4,758,985 $1,530,123
Less: Projected Annual Expenditures ($187,400)  ($17,194,400) ($17,381,800)
Net Increase in Residential Units (d) 34 2,172 2,206

Multifamily 0 2,172 2,172

Single-Family 34 0 34

Net Increase in Students 13 1,216 1,230
Net Increase in Assessed Value (e) $1,044,632,935 $3,802,531,958 $4,847,164,894
Base 1% Property Tax $10,446,329 $38,025,320 $48,471,649
Assumptions
Ravenswood Elementary School District Share of Base 1% Property Tax (f) 32.7%
Student Generation Rate

Multifamily 0.56

Single-Family 0.39
Expenditures

FY 15-16 Budget $46,522,928

2015-16 Estimated ADA 3,291

Average Cost per Student $14,136

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student revenue

received by the District.
(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of each

land use that is expected to occur in the school district.

igure represents the Ravenswoo share of the base 1.0% property tax across a s in
f) Fi ts the R d ESD sh f the b 1.0% rty t IITRAs i

Menlo Park that are within the Ravenswood ESD boundaries.

Sources: Ravenswood Elementary School District, 2015; BAE, 2016.

Redwood City School District

Revenues

The Redwood City School District is also a Revenue Limit district, with ongoing instructional
costs in the District funded primarily through property taxes and State aid, and adjustments to
State aid to account for any changes in the gap between property taxes and the required per-

student funding level.
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In the Menlo Park TRAs that are within the Redwood City School District, an average of 22
percent of the base one percent property tax goes to the District. Using this percentage, the
estimated increase in assessed values shown in Table 14, and the estimated share of new
development that would occur within the District at build out, the increase in annual property
tax revenues to the District as a result of the Project are estimated to total $2.0 million. The
Reduced Non-Residential Intensity Alternative and Reduced Intensity Alternative would support
smaller quantities of development within the District, and would therefore generate less
property tax revenue to the District.

Expenditures

The Redwood City School District uses a Student Generation Rate of 0.46 students per
detached single-family dwelling, 0.24 students per attached single-family dwelling, and 0.14
students per multifamily dwelling.18 All 963 net new units in the Redwood City Elementary
School District would all be multifamily units, resulting in an estimated 135 net new students
in the District at buildout of the Project. The Reduced Non-Residential Intensity Alternative
would generate the same number of residential units and students, and the Reduced Intensity
Alternative would generate 722 multifamily units and 101 net new students. Buildout of the
remaining development potential from the existing General Plan would account for 27 of the
net new multifamily units and four of the net new students from the Project and Alternatives.

As shown in Table 40 A, B, and C, the District budget for FY 2015-2016 includes $92.1 million
in total expenditures, at a rate of $10,454 per student. At buildout, the increase in annual
operating expenditures for students generated by the Project or Reduced Non-Residential
Intensity Alternative would total $1.4 million. Annual operating expenditures for students
generated by the Reduced Intensity Alternative would total $1.1 million.

Net Impact

The Project and Alternatives would result in annual property tax revenues to the Redwood City
School District that exceed the annual increase in District costs. However, since Redwood City
Elementary is a Revenue Limit district, this would allow the State to decrease State Aid,
resulting in no net fiscal surplus or deficit to the District.

18 Single-family detached student generation rates = 0.36 elementary school students plus 0.10 middle school
students per unit; single-family attached student generation rates = 0.18 elementary school students plus 0.06
middle school students per unit; multifamily student generation rates = 0.10 elementary school students plus 0.04
middle school students per unit.
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Table 40 A: Projected Annual Impacts of the Project to the
Redwood City School District at Buildout

Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $485,829 $1,470,793 $1,956,622
Change in Annual Revenues from ADA (c) ($446,329) ($100,893) ($547,222)
Less: Projected Annual Expenditures ($39,500) ($1,369,900)  ($1,409,400)
Net Increase in Residential Units (d) 27 936 963

Multifamily 27 936 963

Single-Family 0 0 0

Net Increase in Students 4 131 135
Net Increase in Assessed Value (e) $216,003,720  $653,926,703 $869,930,423
Base 1% Property Tax $2,160,037 $6,539,267 $8,699,304
Assumptions
Redwood City Elementary School District Share of Base 1% Property Tax (f) 22.5%
Student Generation Rate

Multifamily 0.14

Single-Family 0.46
Expenditures

FY 15-16 Budget $92,075,998

2015-16 Estimated ADA 8,808

Average Cost per Student $10,454
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student
revenue received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of
each land use that is expected to occur in the school district.

(f) Figure represents the Redwood City ESD share of the base 1.0% property tax across all TRAs
in Menlo Park that are within the Redwood City ESD boundaries.

Sources: Redwood City Elementary School District, 2015; BAE, 2016.
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Table 40 B: Projected Annual Impacts of the Reduced Non-
Residential Intensity Alternative to the Redwood City School District
at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Reduced Non-Residential Intensity Alternative ~ Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $485,829 $1,367,480 $1,853,309
Change in Annual Revenues from ADA (c) ($446,329) $2,420 ($443,909)
Less: Projected Annual Expenditures ($39,500) ($1,369,900)  ($1,409,400)
Net Increase in Residential Units (d) 27 936 963

Multifamily 27 936 963

Single-Family 0 0 0

Net Increase in Students 4 131 135
Net Increase in Assessed Value (e) $216,003,720  $607,992,707 $823,996,428
Base 1% Property Tax $2,160,037 $6,079,927 $8,239,964
Assumptions
Redwood City Elementary School District Share of Base 1% Property Tax (f) 22.5%
Student Generation Rate

Multifamily 0.14

Single-Family 0.46
Expenditures

FY 15-16 Budget $92,075,998

2015-16 Estimated ADA 8,808

Average Cost per Student $10,454
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student
revenue received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of
each land use that is expected to occur in the school district.

(f) Figure represents the Redwood City ESD share of the base 1.0% property tax across all TRAs
in Menlo Park that are within the Redwood City ESD boundaries.

Sources: Redwood City Elementary School District, 2015; BAE, 2016.
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Table 40 C: Projected Annual Impacts of the Reduced Intensity
Alternative to the Redwood City School District at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Reduced Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District $0 $0 $0
Projected Annual Property Tax Revenues $485,829 $1,093,823 $1,579,652
Change in Annual Revenues from ADA (c) ($446,329) ($76,323) ($522,652)
Less: Projected Annual Expenditures ($39,500) ($1,017,500)  ($1,057,000)
Net Increase in Residential Units (d) 27 695 722

Multifamily 27 695 722

Single-Family 0 0 0

Net Increase in Students 4 97 101
Net Increase in Assessed Value (e) $216,003,720  $486,322,735 $702,326,455
Base 1% Property Tax $2,160,037 $4,863,227 $7,023,265
Assumptions
Redwood City Elementary School District Share of Base 1% Property Tax (f) 22.5%
Student Generation Rate

Multifamily 0.14

Single-Family 0.46
Expenditures

FY 15-16 Budget $92,075,998

2015-16 Estimated ADA 8,808

Average Cost per Student $10,454

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Ravenswood Elementary is a Revenue Limit District, which means that the district receives an
allotted amount of State Aid per student and any changes in the amount of property tax revenues
per student lead to an adjustment in State aid to maintain the allotted amount of per-student
revenue received by the District.

(d) Net increase in residential units from the ConnectMenlo DEIR.

(e) Net increase in assessed value is based on the total increase in assessed value of each land
use from the Project and Alternatives, as shown in Table 14, and the share of development of
each land use that is expected to occur in the school district.

(f) Figure represents the Redwood City ESD share of the base 1.0% property tax across all TRAs
in Menlo Park that are within the Redwood City ESD boundaries.

Sources: Redwood City Elementary School District, 2015; BAE, 2016.

Sequoia Union High School District

The Sequoia Union High School District serves all of Menlo Park, and therefore all new
development that would occur under the Project or Alternatives would generate students and
property tax revenue in the District.
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Revenues

The Sequoia Union High School District is a Basic Aid District and therefore gets the bulk of its
revenue from property taxes, with a minimal amount of funding from other state and local
sources.

Among the TRAs in Menlo Park, the District’s share of the base one percent property tax
averages 15 percent. Based on this percentage and the estimated increase in assessed
values shown in Table 14, at build out the increase in annual property tax revenues to the
District as a result of the Project is estimated to total $9.9 million. Annual property tax
revenue would total $8.4 million from the Reduced Non-Residential Intensity Alternative or
$8.2 million from the Reduced Intensity Alternative.

Expenditures

The District has not established its own student generation rate, and instead uses the State-
wide figure of 0.2 students per dwelling for high-school districts established by the State’s
School Facility Program. This rate is often considered to overstate student generation from
multifamily dwellings, and therefore could overestimate the number of students that the
Project would generate. Using the 0.2 student per unit ratio results in an estimated net
increase of 1,100 students to the District at buildout of the Project or Reduced Non-
Residential Intensity Alternative and 875 students at buildout of the Reduced Intensity
Alternative. Buildout of the remaining development potential from the existing General Plan
would account for 200 students out of the total increase in students from the Project and
alternatives.

As shown in Table 41 A, B, C, and D, the District budget for FY 2015-16 includes $128 million
in total expenditures, at a rate of $14,402 per student. At build out, the increase in annual
operating expenditures for students generated by the Project or Reduced Non-Residential
Intensity Alternative would total $15.8 million. The increase in annual operating expenditure
from the Reduced Intensity Alternative would total $12.6 million. Buildout of the remaining
development potential from the existing General Plan would account for $2.9 million of the
total increase in annual operating expenditures from the Project and alternatives. If 1,500 of
the residential units included in the Project are developed as employee housing for Facebook
employees and therefore do not generate students, the increase in annual operating
expenditures for students generated by the Project would total $11.5 million.

Net Impact

After accounting for the projected increase in property tax revenues and the projected increase
in annual educational expenditures, the Project would result in a net deficit to the Sequoia
Union High School District totaling $6.0 million annually. This is equivalent to approximately
five percent of the District’s FY 2015-2016 budget. The Reduced Non-Residential Intensity
Alternative would result in a net deficit to the District totaling $7.5 million annually, or six
percent of the Districts FY 2015-2016 budget. The Reduced Intensity Alternative would result

90



Page 134

in a net deficit to the District totaling $4.4 million annually, or three percent of the Districts FY
2015-2016 budget. Buildout of the remaining development potential from the existing
General Plan would result in slight positive net fiscal impact to the Sequoia Union High School
District, totaling $245,600 per year.

However, if a lower 0.13 student per multifamily unit generation rate were used, which would
be consistent with the rate used in the FIA for the City’s Housing Element Update, the Project
would generate an estimated 715 students, resulting in $10.3 million in annual expenditures.
This lower expenditure amount would result in a small net positive fiscal impact to the District
of approximately $61,200 per year, essentially leading to a net neutral fiscal impact on the
District.

The figures in Table 41 A may overestimate the potential impact of the Project if 1,500 of the
units included in the Project are developed as Facebook employee housing that does not
generate students. As shown in Table 41 D, the Project would have a net negative fiscal
impact on the Sequoia Union High School District totaling $1.6 million, or just over one percent
of the District’'s 2015/16 budget, if these 1,500 units are omitted from the student generation
calculations, using the District’s 0.2 students per household student generation rate.
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Table 41 A: Projected Annual Impacts of the Project to the Sequoia
Union High School District at Build Out

Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Net Fiscal Impact to District $245,600 ($6,195,900) ($5,950,300)
Projected Annual Property Tax Revenues $3,125,900 $6,765,600 $9,891,500
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($2,880,300) ($12,961,500) ($15,841,800)
Net Increase in Residential Units 1,000 4,500 5,500
Net Increase in Students 200 900 1,100
Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Base 1% Property Tax $20,586,525 $44,557,275 $65,143,800
Assumptions
Sequoia Union School District Share of Base 1% Property Tax (e) 15.2%
Student Generation Rate (d) 0.20
Expenditures
FY 15-16 Budget $127,987,287
2015-16 Estimated ADA 8,887
Average Cost per Student $14,402
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Sequoia Union High School District is a Basic Aid district, which means the that the school
district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) Sequoia Union High School District uses the State of California student generation rate of 0.2
students per housing unit for all unit types.

(e) Figure represents the Sequoia USD share of the base 1.0% property tax across all TRAs in
Menlo Park, all of which are also within the Sequoia USD boundaries.

Sources: Sequoia Union High School District, 2015; BAE, 2016.
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Table 41 B: Projected Annual Impacts of the Reduced Non-
Residential Intensity Alternative to the Sequoia Union High School
District at Build Out

Existing
General Plan Proposed
Development M-2 Area
Reduced Non-Residential Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District $245,600 ($7,701,600) ($7,456,000)
Projected Annual Property Tax Revenues $3,125,900 $5,259,900 $8,385,800
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($2,880,300) ($12,961,500) ($15,841,800)
Net Increase in Residential Units 1,000 4,500 5,500
Net Increase in Students 200 900 1,100
Net Increase in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
Base 1% Property Tax $20,586,525 $34,641,188 $55,227,713
Assumptions
Sequoia Union School District Share of Base 1% Property Tax (e) 15.2%
Student Generation Rate (d) 0.20
Expenditures
FY 15-16 Budget $127,987,287
2015-16 Estimated ADA 8,887
Average Cost per Student $14,402
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Sequoia Union High School District is a Basic Aid district, which means the that the school
district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) Sequoia Union High School District uses the State of California student generation rate of 0.2
students per housing unit for all unit types.

(e) Figure represents the Sequoia USD share of the base 1.0% property tax across all TRAs in
Menlo Park, all of which are also within the Sequoia USD boundaries.

Sources: Sequoia Union High School District, 2015; BAE, 2016.
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Table 41 C: Projected Annual Impacts of the Reduced Intensity
Alternative to the Sequoia Union High School District at Build Out
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Existing
General Plan Proposed
Development M-2 Area
Reduced Intensity Alternative Potential (a) Changes Total (b)
Net Fiscal Impact to District $245,600 ($4,679,100) ($4,433,500)
Projected Annual Property Tax Revenues $3,125,900 $5,042,000 $8,167,900
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($2,880,300) ($9,721,100)  ($12,601,400)
Net Increase in Residential Units 1,000 3,375 4,375
Net Increase in Students 200 675 875
Net Increase in Assessed Value $2,058,652,500 $3,320,571,348 $5,379,223,848
Base 1% Property Tax $20,586,525 $33,205,713 $53,792,238
Assumptions
Sequoia Union School District Share of Base 1% Property Tax (e) 15.2%
Student Generation Rate (d) 0.20
Expenditures
FY 15-16 Budget $127,987,287
2015-16 Estimated ADA 8,887
Average Cost per Student $14,402

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Sequoia Union High School District is a Basic Aid district, which means the that the school
district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) Sequoia Union High School District uses the State of California student generation rate of 0.2
students per housing unit for all unit types.

(e) Figure represents the Sequoia USD share of the base 1.0% property tax across all TRAs in
Menlo Park, all of which are also within the Sequoia USD boundaries.

Sources: Sequoia Union High School District, 2015; BAE, 2016.
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Table 41 D: Projected Annual Impacts of the Project to the Sequoia
Union High School District at Build Out, 1,500 Units of Employee
Housing Omitted from Student Generation Calculations

Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Net Fiscal Impact to District $245,600 ($1,875,400) ($1,629,800)
Projected Annual Property Tax Revenues $3,125,900 $6,765,600 $9,891,500
Change in Annual Revenues from ADA (c) $0 $0 $0
Less: Projected Annual Expenditures ($2,880,300) ($8,641,000) ($11,521,300)
Net Increase in Residential Units 1,000 3,000 4,000
Net Increase in Students 200 600 800
Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Base 1% Property Tax $20,586,525 $44,557,275 $65,143,800
Assumptions
Sequoia Union School District Share of Base 1% Property Tax (e) 15.2%
Student Generation Rate (d) 0.20
Expenditures
FY 15-16 Budget $127,987,287
2015-16 Estimated ADA 8,887
Average Cost per Student $14,402
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Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Sequoia Union High School District is a Basic Aid district, which means the that the school
district does not recieve revenues based on ADA to compensate for any changes in the
District's per-student property tax revenue.

(d) Sequoia Union High School District uses the State of California student generation rate of 0.2
students per housing unit for all unit types.

(e) Figure represents the Sequoia USD share of the base 1.0% property tax across all TRAs in
Menlo Park, all of which are also within the Sequoia USD boundaries.

Sources: Sequoia Union High School District, 2015; BAE, 2016.
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APPENDIX A: PROJECT PHASING
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Table A-1: Project Phasing, 2016-2040

Project 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Total Non-residential square feet - 167,292 334,583 501,875 669,167 836,458 1,003,750 1,171,042 1,338,333 1,505,625 1,672,917
Office - 67,792 135,583 203,375 271,167 338,958 406,750 474,542 542,333 610,125 677,917
Life Sciences - 87,500 175,000 262,500 350,000 437,500 525,000 612,500 700,000 787,500 875,000
Commercial - 12,000 24,000 36,000 48,000 60,000 72,000 84,000 96,000 108,000 120,000
Hotel Rooms - 17 33 50 67 83 100 117 133 150 167
Residential Units - 229 458 688 917 1,146 1,375 1,604 1,833 2,063 2,292
Condominium - 42 83 125 167 208 250 292 333 375 417
Rental Units - 125 250 375 500 625 750 875 1,000 1,125 1,250
Facebook Employee Housing - 63 125 188 250 313 375 438 500 563 625
Net New Service Population (a) - 727 1,454 2,181 2,908 3,635 4,363 5,090 5,817 6,544 7,271
New Employees (b) - 413 825 1,238 1,650 2,063 2,475 2,888 3,300 3,713 4,125
New Residents (b) - 590 1,179 1,769 2,358 2,948 3,538 4,127 4,717 5,306 5,896
Notes:

Phasing assumes that developments resulting from the Project would begin to be completed and reach full occupancy in 2020, with a
constant pace of growth between 2020 and 2040. The actual phasing of development will result in different amounts of development

in different years.

(a) Service population equals the resident population plus a portion of the employment population to reflect the reduced demand from
commercial uses. To estimate service population, employees are multiplied by:
(b) Net increase in employees and residents from the ConnectMenlo DEIR.

Sources: PlaceWorks, 2015; BAE, 2015.

(Continued on following page)
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Table A-1: Project Phasing, 2016-2040 (continued)

Project 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Total Non-residential square feet 1,840,208 2,007,500 2,174,792 2,342,083 2,509,375 2,676,667 2,843,958 3,011,250 3,178,542 3,345,833
Office 745,708 813,500 881,292 949,083 1,016,875 1,084,667 1,152,458 1,220,250 1,288,042 1,355,833
Life Sciences 962,500 1,050,000 1,137,500 1,225,000 1,312,500 1,400,000 1,487,500 1,575,000 1,662,500 1,750,000
Commercial 132,000 144,000 156,000 168,000 180,000 192,000 204,000 216,000 228,000 240,000
Hotel Rooms 183 200 217 233 250 267 283 300 317 333
Residential Units 2,521 2,750 2,979 3,208 3,438 3,667 3,896 4,125 4,354 4,583
Condominium 458 500 542 583 625 667 708 750 792 833
Rental Units 1,375 1,500 1,625 1,750 1,875 2,000 2,125 2,250 2,375 2,500
Facebook Employee Housing 688 750 813 875 938 1,000 1,063 1,125 1,188 1,250
Net New Service Population (a) 7,998 8,725 9,452 10,179 10,906 11,633 12,360 13,088 13,815 14,542
New Employees (b) 4,538 4,950 5,363 5,775 6,188 6,600 7,013 7,425 7,838 8,250
New Residents (b) 6,485 7,075 7,665 8,254 8,844 9,433 10,023 10,613 11,202 11,792
Notes:

Phasing assumes that developments resulting from the Project would begin to be completed and reach full occupancy in 2020, with a
constant pace of growth between 2020 and 2040. The actual phasing of development will result in different amounts of development

in different years.

(a) Service population equals the resident population plus a portion of the employment population to reflect the reduced demand from
commercial uses. To estimate service population, employees are multiplied by:
(b) Net increase in employees and residents from the ConnectMenlo DEIR.

Sources: PlaceWorks, 2015; BAE, 2015.

(Continued on following page)
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Table A-1: Project Phasing, 2016-2040 (continued)

Project 2037 2038 2039 2040
Total Non-residential square feet 3,513,125 3,680,417 3,847,708 4,015,000
Office 1,423,625 1,491,417 1,559,208 1,627,000
Life Sciences 1,837,500 1,925,000 2,012,500 2,100,000
Commercial 252,000 264,000 276,000 288,000
Hotel Rooms 350 367 383 400
Residential Units 4,813 5,042 5,271 5,500
Condominium 875 917 958 1,000
Rental Units 2,625 2,750 2,875 3,000
Facebook Employee Housing 1,313 1,375 1,438 1,500
Net New Service Population (a) 15,269 15,996 16,723 17,450
New Employees (b) 8,663 9,075 9,488 9,900
New Residents (b) 12,381 12,971 13,560 14,150

Notes:

Phasing assumes that developments resulting from the Project would begin to be completed and reach full occupancy in 2020, with a
constant pace of growth between 2020 and 2040. The actual phasing of development will result in different amounts of development

in different years.

(a) Service population equals the resident population plus a portion of the employment population to reflect the reduced demand from
commercial uses. To estimate service population, employees are multiplied by

(b) Net increase in employees and residents from the ConnectMenlo DEIR.

Sources: PlaceWorks, 2015; BAE, 2015.
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In addition to impacts to the fire and school districts, the Project would have fiscal impacts on
several other special districts, as described below.

Water and Sanitary Districts

The Menlo Park Municipal Water District (MPMWD), which is part of the City’s Department of
Public Works, owns and operates its distribution system and purchases water from the San
Francisco Public Utilities Commission. The MPMWD serves approximately one-half of the City’s
population, covering the Sharon Heights area and portions of the City north of El Camino Real,
including the Project site.

The West Bay Sanitary District provides wastewater treatment services to areas in Menlo Park,
Atherton, Portola Valley, East Palo Alto, Woodside, and unincorporated San Mateo County and
Santa Clara County. The District owns and operates Silicon Valley Clean Water in Redwood City
in conjunction with the cities of Redwood City, Belmont, and San Carlos.

Both the MPMWD and the West Bay Sanitary District operate on a cost recovery basis, covering
operational costs through user fees. As such, the Project is not anticipated to have an ongoing
fiscal impact to the two districts.

The Project would generate connection fees for both districts, providing one-time fee revenue to
cover the cost of service connections. The MPMWD assesses connection fees based on the
water meter size, while the West Bay Sanitary District collects connection fees that vary based
on land use and volume of wastewater discharge. One-time impact fee revenues are listed in
Table 24 above.

San Mateo County Community College District

The San Mateo County Community College District (SMCCCD) offers Associate in Arts and
Science degrees and Certificates of Proficiency at three campuses: Canada College in Redwood
City, College of San Mateo in the City of San Mateo, and Skyline College in San Bruno. The
District currently has 18,915 Full Time Equivalent Students (FTES) , which amounts to
approximately 0.02 FTES per member of the service population. Assuming the same the

proportion of new service population members enrolls in District community colleges, the Project

19 Enrollment for revenue calculation purposes is measured in Full Time Equivalent Students (FTES). A FTE is equal to
15 course credits.
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would result in 374 additional students, the Reduced Non-Residential Intensity Alternative would
result in 354 additional students, and the Reduced Intensity Alternative would result in 302
additional students.

Revenues

The San Mateo Community College District became a Basic Aid district beginning in FY2012-
2013. Similar to elementary and high school Basic Aid Districts, this means that property tax
revenues in the District exceed the State’s revenue limit, and therefore monetary contributions
from the State are limited mainly to categorical funds that do not contribute to the District’s
Unrestricted General Fund. As a result, most of the District’s Unrestricted General Fund
revenues are derived from local property taxes and student enroliment fees. As shown in Table
B-1, at buildout the Project is projected to result in a $4.3 million increase in annual property tax
revenue to the District. The Reduced Non-Residential Intensity Alternative would result in an
estimated $3.6 million increase in annual property tax revenue to the District. The Reduced
Intensity Alternative would result in an estimated $3.5 million increase in annual property tax
revenue to the District.

For FY 2015-2016, SMCCCD'’s enroliment fees and other miscellaneous student fees are
projected to total $13.1 million, or approximately $691 per Full-Time Equivalent Student (FTES).
Based on this figure, at buildout the Project is projected to result in $258,500 per year in
additional student fees from new enroliment. Additional student fees from new enroliment
would total $244,900 per year under the Reduced Non-Residential Intensity Alternative or
$208,800 under the Reduced Intensity Alternative.

Net Impact

Table B-1 shows that the Project would result in a positive fiscal impact to SMCCD, totaling $1.3
million per year. The Reduced Non-Residential Intensity Alternative would have a positive net
fiscal impact totaling $840,100 per year and the Reduced Intensity Alternative would have a
positive net fiscal impact totaling $1.2 million per year.
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Table B-1: Projected San Mateo County Community College District

Impacts at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Fiscal Impact $671,700 $667,000 $1,338,700

Property Tax Revenues $1,357,400 $2,938,000 $4,295,400

Student Fees $59,900 $198,600 $258,500

Less: Projected Costs ($745,600)  ($2,469,600) ($3,215,200)
Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Base 1% Property Tax $20,586,525  $44,557,275 $65,143,800
Net New Service Population 4,047 13,403 17,450
New FTES 87 287 374
Reduced Non-Residential Intensity Alternative
Net Fiscal Impact $671,700 $168,400 $840,100

Property Tax Revenues $1,357,400 $2,284,100 $3,641,500

Student Fees $59,900 $185,000 $244,900

Less: Projected Costs ($745,600)  ($2,300,700)  ($3,046,300)
Net Increase in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
Base 1% Property Tax $20,586,525 $34,641,188 $55,227,713
Net New Service Population 4,047 12,487 16,533
New FTES 87 268 354
Reduced Intensity Alternative
Net Fiscal Impact $671,700 $486,100 $1,157,800

Property Tax Revenues $1,357,400 $2,189,500 $3,546,900

Student Fees $59,900 $148,900 $208,800

Less: Projected Costs ($745,600)  ($1,852,300) ($2,597,900)
Net Increase in Assessed Value $2,058,652,500 $3,320,571,348 $5,379,223,848
Base 1% Property Tax $20,586,525 $33,205,713 $53,792,238
Net New Service Population 4,047 10,053 14,100
New FTES 87 216 302

(Assumptions and notes on the following page)
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Table B-1: Projected San Mateo County Community College District
Impacts at Buildout (continued)
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Assumptions FY 2015-16 Budget (c)
Full-Time Equivalent Students
Total Existing Full Time Equivalent Student (FTES) (d) 18,915
Service Population 882,284
FTES per Service Population Member 0.02
Revenues
Student Fees $9,895,153
Miscellaneous Student Fees $3,172,825
Total Student Fee Revenues (e) $13,067,978
Student Fees per FTES $691
Community College District Share of Base 1% Property Tax 6.6%
Expenditures
Certificated Salaries $57,141,011
Classified Salaries $34,520,181
Employee Benefits $37,020,256
Materials and Supplies $6,728,549
Operating Expenses $27,150,568
Total Expenditures (f) $162,560,565
Expenditures per FTES $8,594
Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Budget for the Unrestricted General Fund, which is the district's primary operating fund. All
other funds are restricted or and/or are required to be self-supporting.

(d) FTES - Full Time Equivalent Student equals 525 class hours.

(e) Does not include revenues that are not expected to increase with added enroliment, e.g.
interest, non-resident tuition.

(f) Does not include capital outlay.

Sources: San Mateo County Community College District, 2015; BAE 2016.

Other Districts

Potential fiscal impacts to the San Mateo County Office of Education, the Midpeninsula Regional
Open Space District, and the Sequoia Healthcare District were also analyzed. Local property
taxes are a major revenue source for each of these districts, and each receives a share of the
base one percent property tax.

County Office of Education

The San Mateo County Office of Education provides support for public schools throughout the
County through instructional services, fiscal and operational services, and student services. The
Office’s instructional services include teacher support, educational technology, and professional
development. The fiscal services division assists school districts with accounting, budgeting,
payroll functions, and maintaining compliance. The County Office also operates Special
Education programs for students with severe disabilities, Court and Community Schools for at-
risk students, and career technical preparation programs for high school students.
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The Project is not expected to have a fiscal impact to the Office of Education. The Office of
Education operates as a Revenue Limit District, meaning that the State counterbalances any
change in the gap between property tax revenues and the required per-student funding level with
a commensurate change in State Aid, resulting in no net fiscal impact to the District.

Midpeninsula Regional Open Space District

The Midpeninsula Regional Open Space District preserves open space and provides
opportunities for low-intensity recreation and environmental education. The District covers an
area of 550 square miles and consists of 17 cities, including the City of Menlo Park. To date, the
District has preserved over 57,000 acres of open space and created 26 open space preserves,
of which 24 are open to the public.

According to District staff, the District does not maintain a per capita service standard for the
acreage of land preserved and is therefore unlikely to increase its land acquisition efforts as a
direct result of the Project. In addition, the District’s debt service expenditures would not
increase due to the Project. As a result, salaries, benefits, services, and supplies, which total
$21.2 million in the FY2015-2016 budget, are the only District expenditures that are likely to be
impacted by growth. This results in estimated expenditures equal to $26 per member of the
service population. After receiving its share of property tax revenues from new development and
other miscellaneous revenues expected to increase due to the new service population, the
Project would result in a net positive annual fiscal impact of approximately $705,500, as shown
in Table B-2. The annual positive net fiscal impact would total $552,500 from Reduced Non-
Residential Intensity Alternative or $590,700 from the Reduced Intensity Alternative.
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Table B-2: Projected Impact to the Midpeninsula Regional Open
Space District at Buildout
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Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)
Net Projected Fiscal Surplus/(Deficit) $261,500 $444,100 $705,600

Property Tax Revenues $367,600 $795,500 $1,163,100

Less: Projected Costs ($106,100) ($351,400) ($457,500)
Net Increase in Service Population 4,047 13,403 17,450
Net Increase in Assessed Value $2,058,652,500 $4,455,727,500 $6,514,380,000
Base 1% Property Tax $20,586,525  $44,557,275 $65,143,800
Reduced Non-Residential Intensity Alternative
Net Projected Fiscal Surplus/(Deficit) $261,500 $291,000 $552,500

Property Tax Revenues $367,600 $618,400 $986,000

Less: Projected Costs ($106,100) ($327,400) ($433,500)
Net Increase in Service Population 4,047 12,487 16,533
Net Increase in Assessed Value $2,058,652,500 $3,464,118,804 $5,522,771,304
Base 1% Property Tax $20,586,525  $34,641,188 $55,227,713
Reduced Intensity Alternative
Net Projected Fiscal Surplus/(Deficit) $261,500 $329,200 $590,700

Property Tax Revenues $367,600 $592,800 $960,400

Less: Projected Costs ($106,100) ($263,600) ($369,700)
Net Increase in Service Population 4,047 10,053 14,100
Net Increase in Assessed Value $2,058,652,500 $3,320,571,348 $5,379,223,848
Base 1% Property Tax $20,586,525  $33,205,713 $53,792,238
Assumptions FY 2015-16
Existing Service Population 807,943
Open Space District Share of Base 1% Property Tax 1.79%
Expenditures
Salaries and Benefits $15,393,844
Services and Supplies $5,789.463

Total Expenditures (c) $21,183,307
Expenditures per Service Population $26.22

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.
(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Total expenditures do not include expenditures that are not expected to increase with
service population, i.e. debt service and fixed assets.

Sources: Midpeninsula Regional Open Space District, 2015; BAE, 2015.

Sequoia Healthcare District

The Redwood City Council formed the Sequoia Healthcare District to operate the Sequoia
Hospital, which opened in 1950. Today, the Healthcare District jointly governs the Hospital with
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Catholic Healthcare West, but is not actively involved in operating the Hospital.20 The Healthcare
District provides community grants, nursing education, and ongoing support for various long-
term healthcare initiatives.

The Sequoia Healthcare District serves Atherton, Belmont, Redwood City, Portola Valley, San
Carlos, Woodside, and portions of Menlo Park, Foster City, and San Mateo. According to the
Sequoia Healthcare District, the District primarily serves its residents. Thus, the FIA estimated
costs to the District are on a per resident basis rather than a per service population basis.
Based on estimates of the development potential within subareas of the M-2 Area and the
remainder of the City, the FIA estimates the share of new residents from the Project and
Alternatives that would reside in the Sequoia Healthcare District, as well as the share of new
development that would contribute property tax revenue to the Sequoia Healthcare District.

Excluding expenses not expected to increase with new development (e.g., investment fees, etc.),
the District spends approximately $18 per resident to provide health care services. After
receiving its share of property tax revenues, it is estimated that the Project would result in a
small net annual positive fiscal impact of approximately $145,800, as shown in Table B-3. The
Reduced Non-Residential Intensity Alternative and Reduced Intensity Alternative would result in
a small net positive impact of approximately $138,900 and $134,700, respectively.

20 |n 1996, the Sequoia Hospital became a member of Catholic Healthcare West (CHW). CHW, a nonprofit
organization, funds the operational costs of the Hospital primarily through hospital revenues; it does not receive any
public funds.
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Table B-3: Projected Annual Impacts to the Sequoia Healthcare
District at Buildout

Page 150

Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Net Projected Fiscal Surplus/(Deficit) $105,300 $40,500 $145,800
Property Tax Revenues $139,800 $85,500 $225,300
Less: Projected Costs ($34,500) ($45,000) ($79,500)
Net Increase in Resident Population (c) 1,894 2,472 4,366
Net Increase in Assessed Value (c) $939,723,415 $574,494,045 $1,514,217,459
Base 1% Property Tax $9,397,234 $5,744,940 $15,142,175
Reduced Non-Residential Intensity Alternative
Net Projected Fiscal Surplus/(Deficit) $105,300 $33,600 $138,900
Property Tax Revenues $139,800 $78,600 $218,400
Less: Projected Costs ($34,500) ($45,000) ($79,500)
Net Increase in Resident Population (c) 1,894 2,472 4,366
Net Increase in Assessed Value (c) $939,723,415 $528,652,122 $1,468,375,537
Base 1% Property Tax $9,397,234  $5,286,521 $14,683,755
Reduced Intensity Alternative
Net Projected Fiscal Surplus/(Deficit) $105,300 $29,400 $134,700
Property Tax Revenues $139,800 $63,200 $203,000
Less: Projected Costs ($34,500) ($33,800) ($68,300)
Net Increase in Resident Population (c) 1,894 1,853 3,747
Net Increase in Assessed Value (c) $939,723,415 $424,831,747 $1,364,555,162
Base 1% Property Tax $9,397,234  $4,248,317 $13,645,552
Assumptions FY 2015/16
Existing Resident Population 220,000
Healthcare District Share of Base 1% Property Tax 1.49%
Expenditures (d)
Administrative Expenses $505,800
Property Expenses $61,000
Program Expenses $3,441,000
Total Expenditures $4,007,800
Expenditures per Service Population $18.22

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

(c) Net increase in residents and assessed value is based on the total increase in assessed value
of each land use in the Sequoia Healthcare District, as shown in Table 14, and the share of
development of each land use that is expected to occur in the District.

(d) Does not include grant expenses, pension expenses, or administrative or property expenses not
expected to increase with service population.

Sources: Sequoia Healthcare District, 2015; BAE, 2016.
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Table C-1: Detailed Calculations of Estimated Increase in Annual
Business-to-Business Sales Tax Revenues to the City of Menlo Park at

2040 Buildout
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Existing
General Plan Proposed
Development M-2 Area
Project Potential (a) Changes Total (b)
Total Estimated Business-to-Business Sales Tax
Low Estimate $234,500 $375,300 $609,800
Median (Mid-Range) Estimate $1,066,400 $1,639,200 $2,705,600
High Estimate $2,768,800 $3,252,000 $6,020,800
Estimated Business-to-Business Sales Tax from Office
Low Estimate $75,200 $56,800 $132,000
Median (Mid-Range) Estimate $396,500 $299,400 $695,900
High Estimate $1,836,000 $1,386,400 $3,222,400
Net New Office Square Footage 927,000 700,000 1,627,000
Estimated Business-to-Business Sales Tax from Life Sciences
Low Estimate $159,300 $318,500 $477,800
Median (Mid-Range) Estimate $669,900 $1,339,800 $2,009,700
High Estimate $932,800 $1,865,600 $2,798,400
Net New Life Sciences Square Footage 700,000 1,400,000 2,100,000
Reduced Non-Residential Intensity Alternative
Total Estimated Business-to-Business Sales Tax
Low Estimate $234,500 $195,900 $430,400
Median (Mid-Range) Estimate $1,066,400 $855,300  $1,921,700
High Estimate $2,768,800 $1,696,700 $4,465,500
Estimated Business-to-Business Sales Tax from Office
Low Estimate $75,200 $29,700 $104,900
Median (Mid-Range) Estimate $396,500 $156,200 $552,700
High Estimate $1,836,000 $723,300 $2,559,300
Net New Office Square Footage 927,000 365,217 1,292,217
Estimated Business-to-Business Sales Tax from Life Sciences
Low Estimate $159,300 $166,200 $325,500
Median (Mid-Range) Estimate $669,900 $699,100  $1,369,000
High Estimate $932,800 $973,400 $1,906,200
Net New Life Sciences Square Footage 700,000 730,435 1,430,435

(Continued on following page)
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Table C-1: Detailed Calculations of Estimated Increase in Annual Business-to-
Business Sales Tax Revenues to the City of Menlo Park at 2040 Buildout (continued)

Reduced Intensity Alternative
Total Estimated Business-to-Business Sales Tax

Page 152

Low Estimate $234,500 $277,400 $511,900
Median (Mid-Range) Estimate $1,066,400 $1,211,600  $2,278,000
High Estimate $2,768,800  $2,403,600  $5,172,400
Estimated Business-to-Business Sales Tax from Office
Low Estimate $75,200 $42,000 $117,200
Median (Mid-Range) Estimate $396,500 $221,300 $617,800
High Estimate $1,836,000  $1,024,700  $2,860,700
Net New Office Square Footage 927,000 517,391 1,444,391
Estimated Business-to-Business Sales Tax from Life Sciences
Low Estimate $159,300 $235,400 $394,700
Median (Mid-Range) Estimate $669,900 $990,300  $1,660,200
High Estimate $932,800  $1,378,900  $2,311,700
Net New Life Sciences Square Footage 700,000 1,034,783 1,734,783
Estimated Business-to-Business Sales Tax per 1,000 sq. ft.
Office
Low Range $81
Median $428
High Range $1,981
Life Sciences
Low Range $228
Median $957
High Range $1,333
Notes:

See Appendix C for detailed calculations.

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.

Source: BAE, 2016.

109




Item 8.

Table C-2: Detailed Calculations of Other Projected Annually Recurring Revenues to
the City of Menlo Park General Fund at 2040 Buildout

Existing
General Plan Proposed
Development M-2 Area

Project Potential (a) Changes Total (b)

Total Other Revenue $1,224,800 $3,715,100 $4,939,900
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $3,426,000 $4,460,300
New Service Population (c) 4,047 13,403 17,450
New Property Transfer Tax Revenues (d) $78,900 $151,900 $230,800
Net New Assessed Value - Residential $254,275,000 $762,825,000 $1,017,100,000
Transfer Tax Revenue - Residential $12,700 $38,200 $50,900
Net New Assessed Value - Commercial $1,804,377,500 $3,101,662,500 $4,906,040,000
Transfer Tax Revenue - Commercial $66,200 $113,700 $179,900
Net New Business License Fee Revenue $111,600 $137,200 $248,800
New Office Space (sq. ft.) 927,000 700,000 1,627,000
Business License Fee Revenue $76,300 $57,600 $133,900
New Life Sciences Space (sq. ft.) 700,000 1,400,000 2,100,000
Business License Fee Revenue $21,800 $43,600 $65,400
New Retail Space (sq. ft.) 88,000 200,000 288,000
Est. Number of Retail Businesses 18 40 58
Business License Fee Revenue $13,500 $30,000 $43,500
New Hotel Rooms 0 400 400
Est. Number of Hotels 0 2 2
Business License Fee Revenue $0 $6,000 $6,000

Reduced Non-Residential Intensity Alternative

Total Other Revenue $1,224,800 $3,378,000 $4,602,800
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $3,191,700 $4,226,000
New Service Population (c) 4,047 12,487 16,533
New Property Transfer Tax Revenues $78,900 $115,500 $194,400
Net New Assessed Value - Residential $254,275,000 $762,825,000 $1,017,100,000
Transfer Tax Revenue - Residential $12,700 $38,200 $50,900
Net New Assessed Value - Commercial $1,804,377,500 $2,110,053,804 $3,914,431,304
Transfer Tax Revenue - Commercial $66,200 $77,300 $143,500
Net New Business License Fee Revenue $111,600 $70,800 $182,400
New Office Space (sq. ft.) 927,000 365,217 1,292,217
Business License Fee Revenue $76,300 $30,000 $106,300
New Life Sciences Space (sq. ft.) 700,000 730,435 1,430,435
Business License Fee Revenue $21,800 $22,800 $44,600
New Retail Space (sq. ft.) 88,000 104,348 192,348
Est. Number of Retail Businesses 18 20 38
Business License Fee Revenue $13,500 $15,000 $28,500
New Hotel Rooms 0 200 200
Est. Number of Hotels 0 1 1
Business License Fee Revenue $0 $3,000 $3,000
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Table C-2: Detailed Calculations of Other Projected Annually Recurring Revenues to
the City of Menlo Park General Fund at 2040 Buildout (continued)
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Reduced Intensity Alternative

Total Other Revenue $1,224,800 $2,785,200 $4,010,000
New Franchise Fees, Fines, Forfeitures, and Charges for Service $1,034,300 $2,569,600 $3,603,900
New Service Population (c) 4,047 10,053 14,100
New Property Transfer Tax Revenues $78,900 $113,100 $192,000
Net New Assessed Value - Residential $254,275,000 $571,610,200 $825,885,200
Transfer Tax Revenue - Residential $12,700 $28,600 $41,300
Net New Assessed Value - Commercial $1,804,377,500 $2,305,531,148 $4,109,908,648
Transfer Tax Revenue - Commercial $66,200 $84,500 $150,700
Net New Business License Fee Revenue $111,600 $102,500 $214,100
New Office Space (sq. ft.) 927,000 517,391 1,444,391
Business License Fee Revenue $76,300 $42,500 $118,800
New Life Sciences Space (sq. ft.) 700,000 1,034,783 1,734,783
Business License Fee Revenue $21,800 $32,200 $54,000
New Retail Space (sq. ft.) 88,000 147,826 235,826
Est. Number of Retail Businesses 18 29 47
Business License Fee Revenue $13,500 $21,750 $35,250
New Hotel Rooms 0 300 300
Est. Number of Hotels 0 2 2
Business License Fee Revenue $0 $6,000 $6,000

Assumptions FY 2015-16

Franchise Fees, Fines, Forfeitures & Charges for Service
Franchise Fees $1,940,013
Fines and Forfeitures $1,067,643
Charges for Service $8,185,335
Total Franchise Fee, Fines, Forfeiture, and Charges for Service Revenues $11,192,991
2015 Citywide Service Population (c) 43,790
Revenue Per Service Population $255.60

Property Transfer Tax
Transfer Tax Rate per $1 Assessed Value: $0.00055
Holding Period for Residential (Years) 11
Holding Period for Non-Residential (Years) 15

Business License Fees
Avg. Business License Fee Revenue per 1,000 SF of Office (e) $82
Avg. Business License Fee Revenue per 1,000 SF of Life Sciences (f) $31
Avg. Sq. Ft. per Retail Business 5,000
Estimated Retail Sales per Sq. Ft. $350
Estimated Annual Gross Reciepts per Retail Business $1,750,000
Estimated Business License Fee Revenue per Hotel $750
Avg. # of rooms per hotel 200
Average RevPAR (per night) (g) $140
Estimated Annual Gross Reciepts per Hotel $10,199,881
Estimated Business License Fee Revenue per Hotel $3,000

Notes:

(a) Existing General Plan Buildout Potential is the same for the Project and both alternatives.

(b) Total = Existing General Plan Development Potential + Proposed M-2 Area Changes.
(c) Service Population defined as all residents plus one third of all employment.

(d) Transfer tax revenues assume development of 1,500 units of Facebook employee housing, and that

Facebook will retain ownership of these units throughout the planning period.

(e) Average across office buildings shown in Table 7. 2015/16 revenues from City of Menlo Park.
(f) Average across life sciences buildings shown in Table 8. 2015/16 revenues from City of Menlo Park.
(g) RevPAR is based on STR research of twelve comparable properties in the market area, 2009-2015.

Sources: City of Menlo Park, 2016; STR, 2015; BAE, 2016.
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MEETING DATE: 10/11/2021

Item 8.

TOWN OF LOS GATOS
FINANCE COMMISSION [TEMNO: 7
DESK ITEM
DATE: October 11, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive Information on the Relationship between Land Use and Town
Revenues/Expenses

REMARKS:

Attachment 2 contains public comments received between 11:01 a.m. Friday, October 8, 2021
and 11:00 a.m., Monday, October 11, 2021.

Attachment received with Addendum:

1. Public Comments received between 11:01 a.m., Thursday, October 7, and 11:00 a.m. Friday,
October 8, 2021.

Attachment received with this Desk Item:

2. Public Comments received between 11:01 a.m. Friday, October 8, 2021 and 11:00 a.m.,
Monday, October 11, 2021.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832

Page 155

www.losgatosca.gov




From: Phil Koen I

Sent: Monday, October 11, 2021 10:09 AM
To: Shelley Neis <sneis@losgatosca.gov>
Cc: Laurel Prevetti <LPrevetti@losgatosca.gov>; jvannad ] Rick Van Hoesen

Subject: Re: Agenda item # 7 - Finance Commission

EXTERNAL SENDER
Thank you. Please include this note as well which corrects a typo found in the first sentence of
the second paragraph. That sentence should read:

A more informative view of the FY 2018 - 19 general fund budget ........
Thank you.

Phil Koen

Sent from my iPhone

From: Phil Koen
Sent: Sunday, October 10, 2021 6:30 PM

To: Ron Dicke! | << Par

loreen @ Rick Tinsley I <t2ccv.dc| S

Matthew Hudes <MHudes@losgatosca.gov>; Rob Rennie <RRennie@losgatosca.gov>
Cc: Laurel Prevetti <LPrevetti@losgatosca.gov>; jvannad il Rick Van Hoesen
I S S clcy Neis
<snheis@l|osgatosca.gov>

Subject: Agenda item # 7 - Finance Commission

EXTERNAL SENDER
Dear Finance Commission,

Attached please find the land use fiscal analysis which was prepared as part of the 2040
General Plan background report. Table 2.2-1 present a “sources and uses” view of the 2018
general fund budget and includes a debt payment of $1,909,073 that is eliminated when
presenting GAAP financial statements. Because the budget includes general fund reserves as
“revenue” this view shows an excess of $726,807 in revenues and fund balance over
expenditures and transfers out. It should be noted that Table 2.2-1 reflects the original
approved budget and excludes $1.5m in salary increases and other budget adjustments that
were subsequently approved by the Town Council.

A more informative view of the 2108 general fund budget can be found in the second
attachment, which is taken from the 2019 CAFR. Here you can see that total expenditures in the
final budget have increased $2,490,254 from the original adopted budget and there was a
deficit of revenues over expenditures totaling $4,152,589 as opposed to the $726,807 surplus.
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Because Table 2.2-1 does not reflect the final budget, includes general fund reserves as a
source of revenue, as well as the debt payment the estimated annual revenues and costs by
land use should not be relied upon. What we can conclude is the negative fiscal impact of
residential land uses is far greater than what is shown in the table.

It is imperative that the Town prepare a fiscal impact analysis to understand the 20- year
cumulative fiscal impact of land uses changes being proposed in the 2040 General Plan. The
analysis presented in table 2.2-2 presents a one year view based on adopted land uses and
population as of 2018 and is based on an incomplete 2018 budget. It is deeply flawed.
Thank you.

Los Gatos Community Alliance
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Figure 2.1-6 In-Commuters by Broad Economic Sectors

Source: ADE, Inc.

Regulatory Setting

None.
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Fiscal/Financial

This section describes municipal finances for the Town of Los Gatos. In
addition to outlining the current budget and discussing recent staffing
trends, this section discusses how different land uses contribute to the
Town'’s tax base and demand for municipal services. As the General Plan
update process goes forward, land use alternatives will be evaluated for
their fiscal impact on the Town budget.

Major Findings

The Town’s General Fund supports about 70 percent of annual
expenditures for Town services and facilities. The General Fund
is mainly funded by taxes such as property taxes, sales taxes, and
transient occupancy taxes. The other 30 percent of Town
expenditures are supported by the Capital Improvements Fund
and various Special Revenue Funds.

The Town also maintains a number of Special Revenue Funds to
support expenditures for capital improvements, pension and
employee benefits obligations, information technology systems,
and other purposes.

In 2018, the Town adopted a balanced budget and maintained a
minimum of 25 percent in reserves to cover fluctuations in
economically sensitive revenues or unexpected expenses due to
natural or other disasters.

With two major recessions since the year 2000, Town staffing
levels declined, reaching a low point in 2012. Since 2012, the
Town has restored nine percent of its positions, but staffing
remains below the level prior to the last recession in 2008.

One major fiscal challenge for the Town, similar to many cities in
California, is to fund future pensions and other post-employment
benefits (OPEB) for its employees. Changes to acturarial
assumptions and poor investment performance have led to
increasing contribution requirements in the statewide CalPERS
system. To date the Town has provided $16.9 million in
discretionary payments to the pension system and $13.6 million
to OPEB obligations. In addition, the Town has renegotiated some

=)
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of the provisions of its benefits program to reduce future
obligations. However, the Town will need to continue to
contribute toward these unfunded obligations for the foreseeable

future.
s

= Residential uses generate most of the property taxes for the
Town, but require a higher level of services than do commercial

uses, Overall, existing residential uses are estimated to create a
—_— @ defiéit in service costs over revenue. Commercial usesn
€ 1own generate Most of the sales taxes and require fewer

services. Commercial uses generate a municipal revenue surplus
that helps to balance the Town budget.

Existing Conditions

Town Budget

Los Gatos adopts an annual operating and capital budget, which also
includes a rolling five-year General Fund projection. The General Fund
supports about 70 percent of the Town’s total expenditures, with the
balance supported through additional funds, such as Capital Projects,
Internal Services, Successor Agency, and others. For the current Fiscal
Year (FY) 2018-19, which covers from July 1, 2018 to June 30, 2019, the
Town has budgeted $47.5 million in General Fund expenditures on $48.3
million in annual revenues and use of reserves (Table 2.2-1). The largest
single revenue source is property tax, which comprises 38 percent of the
Town'’s operating revenue, when combined with property tax in lieu of
vehicle license fees (VLF). The sales tax is the second largest source at
$7.7 million. The Town voters passed Measure G on the November 2018
ballot to add a local sales tax of 1/8 percent, which is estimated to
increase sales tax revenues by $700,000 per year.

In addition to annual recurring revenues, the FY 2018-19 budget includes
use of several reserve funds to meet one-time expenditures as well as
certain strategic goals of the Town. The Town will transfer $2.3 million in
Capital Projects Funds to support a number of road and facilities

improvement projects. In addition, the Town has blished additional
funds fo pay fex 15 pension and OBER GRTGATARS. Use of heee reserves
accounts (including the Town’s General Reserve Fund) for another $3.6
million in revenue for FY 2018-19. -
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For the General Fund, the largest single expenditure item is for police
services, at nearly $15 million per year. The General Government category
in Table 2.2-1 consists of a number of Town offices and functions:

= Town Council :

= Town Manager's Office

= Town Attorney

= Human Resources

= Finance

= Clerk Administrator

= Information Technology

= Non-Departmental

The Parks and Public Works Department has the second largest budget,
at $7.6 million, followed by Community Development at $5.5 million. The
Town does not provide fire protection services, which are instead provided
by the Santa Clara County Central Fire Protection District (SCCFPD). The
SCCFPD receives a property tax allocation to fund its services. For FY
2018-19, the Town estimates revenues received from Los Gatos tax
payers totaled $14.3 million.

ackground Report | March 2019
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Table 2.2-1: Los Gatos Town General Fund Budget, Fiscal Year 2018-19 TheFY 2018-19 budget has revenue surplus of more than $800,000.
Budget Categories | Annual Budget owever, withlthe use of the reserves as described, th¢ overall Gene(a! .
REVENUES Fund Reserve is projected to decrease from $27.1 million to $20.9 million
Taxcs by the end of the year, of which $10.1 million‘are for Catastrophic and™
5 - 570 Budget Stabilization Reserves. This complies with the Town budget
Property Tax $12.507, reserve policy of maintaining 25 percent of operating expenditures in
Property Tax in lieu of VLF $3,482,060 reserve. Over the next five years, the Town projects minimal increases in
Sales Tax $7,744,208 the General Fund Reserves.
Franchise Fees $2,386,910
Transient Occupancy Tax $2,272,500 Through the recessions in the early 2000’s and in 2008-2009, the Town
Other taxes $1657,000 has needed to reduce costs to respond to declining revenues. As shown
Licenses and Permits $3304.199 in Figure 2.2-1, the Town reduced its staffin 0 positions in 2001
t0 136 in 2012. The current level of 149 is well below previous peak
Intergovernmental $646,640 periods =
. —_—
Town Services $4,457,258 ~——
Fines and Forfeitures $631,400 Figure 2.2-1: Los Gatos Full-Time Equivalent Employees 2001- 2019
Interest Earnings and Rents $267,806
Other Sources $552,696 w» 190 150 176
[
Debt Service Reimbursements $2,461,769 o 180 168
Transfers in $544,836 2170 160
Use of Capital Project Funds Reserve $2,335,220 £ 160 13875 148 14614 @
Use of Pension/OPEB Reserve $3,100,000 £ 150 139138 138144144
Use of Reserve $450,000 © 140 136
TOTAL REVENUES & RESERVE TRANSFER $48,248,887 S 130
EXPENDITURES 5 120
General Government $12,085,478 g 110
Community Development Department $5,583,158 =:'5 100
N w o~ [s2] < wn o) ) [o2} o - o~ [a2] < wn X} ~ 0 o
Police Department $14976,614 LLeeeL Lo dddodd o dfd
B - N o0 g u ~ 00 00 © «& N M < 1n O N O
Library $2,556,267 8888888883355 S S 8 3\
Parks and Public Works Department $7,626,360 R o N_ R
Debt Payments $1,009,073 Fiscal Year :’
Transfers Out $2,785,220
TOTAL EXPENDITURES & ALLOCATIONS $47,522,070 ) A 2
NET REVENUES & RESERVE TRANSFERS Source: Town of Los Gatos, FY 2018-19 Operating Budget, p. A-3.
LESS EXPENDITURES & ALLOCATIONS $726,807 %

Source: Town of Los Gatos, Operating Budget, FY 2018-2079 @ 4 0 4
1484487
\_".LM

S&l&.“ 7 Lh\Cvea scb5
(357,480
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Land Use Impacts on Town Budget

Residential and non-residential land uses affect Town revenues and costs
differently. For example, most of the property in the Town is developed
with residential uses, and in aggregate, housing produces more property
taxes than non-residential development (Figure 2.2-2). Based on data
published by the Santa Clara County Assessor, it is estimated that more
than 80 percent of property tax in Los Gatos is paid by residential property
owners. Among non-residential uses, industrial and institutional uses
(including health care) are the highest property tax generators, in part
because of the higher proportion of taxable equipment in those
businesses.

Figure 2.2-2: Estimated Sources of Property Tax in Los Gatos, 2018

0.6%

2.6% 3.6%
0%

= Residential = Commercial = Industrial = Office = Lodging = Public/ Institutional

Source: ADE, Inc.

For sales tax, retail commercial uses are prominent (Figure 2.2-3). This is
fundamental to how sales tax is allocated to cities in California, which is
based on the point of sale (at a business location) rather than the
residential location of the buyer. In Figure 2.2-3, residential uses are
credited with taxable sales they make in Los Gatos, based on the retail
market analysis presented later in this chapter. However, retail business

s capture more sales than just from Los Gatos residents. The
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analysis of retail supply and demand in Los Gatos indicates that residents
of surrounding communities, including county unincorporated areas,
spend significant dollars in Los Gatos. In addition, both day visitors and
lodging visitors spend money on gas, in restaurants, and at retail
establishments. Finally, the business community spends an estimated
$38.2 million on goods and services in Los Gatos.

Each of these spending sources are tracked to the corresponding land use
in Figure 2.2-3, with the result that commercial uses generate about 49
percent of taxable sales, compared to 39 percent for Los Gatos
households.

Figure 2.2-3: Estimated Sources of Sales Tax in Los Gatos, 2018

1.6%
0.4%
= Residential = Commercial Industrial
= Office = Lodging Public/ Institutional

Source: ADE, Inc.
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Municipal Service Costs

Residential uses tend to have a higher need for Town services. Residents
typically have a greater number of calls for service for police protection
and the use of other Town facilities (i.e., parks, libraries) than do workers
who are in Town just during the workday. Many communities estimate
that workers and the businesses where they are employed require

approximately half the level ervice as the residential population on a
per capita basis. Using this factor, Table 2.2-2 estimates tRat residential r

land uses consume about Ws the Town provides.
Among non-residential uses, commercial businesses tend to be a higher
target for crime while office, visitor-serving, and institutional uses generate

higher levels of traffic and associated calls for service, thus requiring
higher police services costs than office or industrial uses.

Table 2.2-2: Estimated Annual Revenues and Costs by Land Use in Los Gatos
Fiscal Year 2018-19

Land Use | Revenues |

Total $39,968,992 ($39,231,941) $737,057)
Residential $26,891,996 529,253654) [\ ($2,361,658)
Commercial $5,193,992 ($4067.888) | \_ $1,126,105
Industrial $854,080 ($599,916) 5254164
Office $2,246,698 ($2,241,099) \$5,599
Lodging $2,802,725 ($548,057) 2,254,669
Public/ Institutional $1,979,500 ($2,521,328) ($541,828)

Source ADE. Inc.

Note: Totals do not add to budget totals for the Town as certain revenues and costs are not
Oy

affected by land use.
-

The net fiscal impacts by land use are illustrated in Figure 2.2-4. This

analysis Teflects @ bafanced budget for the Town an_a{ on][é_nﬁEE ly Y

recurring costs. Use of the capital reserve and inv
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éstments in the pension

W&@M The outcome of the analysis is
typical for many municipalities in California. Revenues from residential,
which are more dependent on the property tax, often do not escalate with
the cost of services due to the limitations on annual increases in
assessments due to Proposition 13. The sales tax and the transient
occupancy tax tend to follow increases in inflation more closely. The

effect is that over time, residential uses do not generate enough revenue

by themselves to pay the full cost of municipal services. However, in the “
current real estate market, new residential units often do generate

Item 8.

sufficient revenue, because their market values are much higher than
older existing residences. The average assessed value per existing
residential unit in Los Gatos is about $700,000. For newer homes,
assessed at $825,000 or more, the cost/revenue ratio would be balanced.
As it is, the retail and visitor-serving businesses in Town generate the
extra revenue needed to balance the Town budget and provide the quality
of services desired by Los Gatos residents.

Figure 2.2-4: Estimated Net Fiscal Impact by Land Use in Los Gatos, 2018

$3,000,000

$2,009:000

$1,000,000

$0

($1,000,000)

($2,00000)

($3,000,000)

Source: ADE, Inc.
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TOWN OF LOS GATOS
GENERAL FUND

Item 8.

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL (GAAP)
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Variance With
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
REVENUES

Property Taxes $ 15,989,131 S 16,718,348 $ 17,321,344 S 602,996
Sales Taxes 7,744,208 7,629,879 8,158,152 528,273
Other Taxes 2,279,500 2,629,500 2,698,352 68,852
Franchise Fees 2,386,910 2,386,910 2,475,916 89,006
Licenses & Permits 4,961,199 4,961,199 4,586,788 (374,411)
Intergovernmental 685,759 845,718 950,380 104,662
Charges for Services 4,491,868 4,596,416 4,643,715 47,299
Fines and Forfeitures 631,400 631,400 510,266 (121,134)
Interest 267,806 267,806 1,682,347 1,414,541
Use of Property 31,959 31,959 32,960 1,001
Other 445,308 466,308 562,714 96,406

Total Revenues 39,915,048 41,165,443 43,622,934 2,457,491

EXPENDITURES
Current:
General Government:
Town Council 223,036 230,280 205,903 24,377
Town Attorney 556,183 597,768 562,542 35,226
Administrative Services 4,290,959 4,641,901 3,931,807 710,094
Non-Departmental 7,015,300 7,043,251 3,304,002 3,739,249

Total General Government 12,085,478 12,513,200 8,004,254 4,508,946

Public Safety 14,976,514 15,713,469 14,945,407 768,062

Community Development 5,583,158 5,786,501 4,577,495 1,209,006

Parks & Public Works 7,626,361 8,619,883 7,934,869 685,014

Library Services 2,556,267 2,684,979 2,493,617 191,362

Capital Outlay - - 38,307 (38,307)

Total Expenditures 42,827,778 45,318,032 37,993,949 7,324,083
EXCESS (DEFICIT) OF REVENUES
OVER EXPENDITURES (2,912,730) (4,152,589) 5,628,985 9,781,574
OTHER FINANCING SOURCES (USES)

Proceeds from sale of assets 1,000 1,906,000 1,912,316 6,316
Transfers In 538,536 538,536 1,578,911 1,040,375
Transfers Out (2,785,220) (2,785,220) (2,785,220) -

Total Other Financing Sources (Uses) (2,246,684) (2,246,684) 706,007 1,046,691
NET CHANGES IN FUND BALANCES S (5,159,414) S (6,399,273) 6,334,992 S 10,828,265
BEGINNING FUND BALANCE 31,635,535
ENDING FUND BALANCE S 37,970,527

The notes to the financial statements are an integral part of this statement.
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Item 9.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION REPORT ITEM NO: 8
DATE: October 5, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive Updates on the Community Survey and Audit Services RFPs
RECOMMENDATION:

Receive updates on the Community Survey and Audit Services RFPs.

DISCUSSION:

Staff will provide an update on the community survey and audit services RFPs provided in
Attachment 1.

Attachments:
1. Community Survey and Audit Services RFP Updates

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Town of Los Gatos
Finance Commission
Community Survey & Audit RFP
Updates

— ATTACHMENT 1




TIMELINE

Distribution of RFP

Deadline for questions

Proposals due to the Town

Oral presentations/Interviews

Council consideration of contract
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09/22/2021
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TIMELINE

Distribution of RFP

Deadline for questions

Proposals due to the Town

Oral presentations/Interviews

Council consideration of contract
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07/28/2021

08/16/2021

08/25/2021
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10/04/2021
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Objective survey questions should
gauge community sentiment and
perceptions about:

= Resident satisfaction with existing
Town services.

" |deas/opportunities for additional
Town services.

= Service priorities in the event that
budget cuts become necessary.

= Willingness to fund certain services in
the form of new taxes or fees.
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®" The Town received 8 proposal
submittals

®m 3 finalist firms were selected to
interview based on submittals

m Staff conducted interviews with the
three firms the week of October 4th

= Contract negotiations to begin after
reference checks completed on top
firm
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Item 10.

TOWN OF LOS GATOS MEETING DATE: 10/11/2021
FINANCE COMMISSION ITEM NO: 9
DATE: October 5, 2021
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Discuss Topics for Future Commission Agendas
RECOMMENDATION:

Discuss topics for future Commission agendas.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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