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City Planning Commission
Sacramento, California _ : q

Members in Session: |
Subject:  Report Back on Two Mmor Project Early Reviews - Crystal Ice and

16th Street Station (ER92-005 & ER92-000) |

Location:  Both sides of R Street between 16th and. 17th StmLts, South side of
R Street between 17th and 18th

SUMMARY ' |
This report addresses comments and requests for additional mfor‘mauon from the Planning
Commission raised at the February 25th hearing on the Early Pohcy Review for the two
proposed office projects at 16th and R Streets. Staff’s recommendation remains the same.
Based on the results of the housing fmsxblhty analysis recently completed by SHRA, and in
keeping with mixed use project approvals in the R Street Corndor (i.e. Pacific Plaza), staff
recommends a change in the Preferred Alternative policy as it apphes to these sites (a 1:1 office
to housing ratio) to provide for a 3:1 office to housing ratio for these projects, and a reduction
in the proposed intensity of use to improve the projects’ compatibility with surrounding
neighborhoods. These changes are consistent with the Planning Principles established for the
R Street Corridor. This would require a mixed use redesign of the proposed projects.

: :
BACKGROUND ' |
AKT Developments and the JB Company have separately requested Eatly Policy Review for the
development of ten-story ofﬁce buildings within the R Street Corqldor AKT Developments’
"Crystal Ice* project consists of two ten-story towers having a combined square footage of
550,200 square feet, located on two half-blocks on the south side of R Street between 16th and
18th Streets. JB Company’s "16th Street Station" proposal consists of a single ten-story building
having 227,500 square feet, located on the north side of R Street between 16th and 17th Streets.
The sites are zoned and designated for Heavy Commercial use. No housing is proposed for
these prolects The R Street Preferred Alternative designates the sxtes between 16th and 17th
glﬁmemm Mixed Use" (1:1 office to housing ratxo), while the site between
: 1gnated "Residential Mixed Use.”" 'These ﬂcombmed proposals could
xlmately 778,000 square feet of office space in this location.

17th and 18th
cumulatlvely -__

A, Summary of Mqior Pohcy Considerations

A detailed dlscussmn of policy issues applicable to both pl'O_]ects was presented in the
February 25th staff report. For the Commission’s convemence, the major policy issues
are summarized below.. : .

| | .
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e Wﬂmmmwm the
projects lack a housing component of any kind, contrary to adopted policy and
stated planning pnncxples contained in the R Street Corridor Preferred

Alternative, as well as recent approvals of other projects within the Corridor |

ibility with su i i s - the proposed building helghts
exceed other ofﬁoe development in the v1c1n1ty and parucularly east of 16th
Street, as well as the 75 foot height limit recommended in the Preferred
Alternative, and could s1gmﬁcantly impact nearby residential neighborhoods

CBD - while the Urban

De51gn Plan encourages more mtensxve development near light rail stations, office
buildings of this scale and size located outside the CBD may compromise city
' goals of maintaining and sltrengthenmg the CBD's role as a major regional office,

governmental, and employment center '

i i i ici ceds - the projects are
, mtended to meet the office nwds of sma]ler Smte agenues within the central city

° Relationship between land use and transit - the projects could support thlt

ridership, however, there are transn/pedestnan linkages which need to be,

resolved -

* quﬁmwm_mmmﬂ_mmummmm given the
proximity to a LRT statlon, the number of parking spaces proposed should be
substanually reduced to promote transit use, thereby reducing traffic congestion
and air quality impacts ;

Staff presented ‘recommendati‘ons to the Planning Commi'ssion at the February 25tﬂ .

meeting but, at the request of ‘the applicants the hearing was continued to allow
additional time for the apphcants to review the housing feasibility analysis. At that
meeting, the Commission raised a number of questions, and requested information on
specific items. These are dlscussed below.

i
{

. Developm%gt Alternativw

For the; prevmus report, staff prepared a matrix comparing five development alternatives
for each‘%x%_ject (Attachment G) To briefly reiterate, alternative 1 is the proposed
project, “While ‘alternative 2 is a project that would be developed under existing C-4
zoning, with no special perm1ts' or variances. This would consist of single-story.
warehouse structures covering the entlre site, and having the allowable 25% office space.

Alternative 3 would have an ofﬁcj: to housing ratio of 4:1, and would conmst of 6-story, |

office buildings with ground floor retail along 16th Street The housing component.
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wi
would be lomted off-sne on another lot w1thm the R Street Corndor
| !
Alternatwe 4 would consist of 5-story ofﬁce buildings along' 16th Street, and a, 71-unit
residential project on the east Crystal Ice site. The JB Company would be responsible
for a total housing commitment of 41 units, while AKT Developments would be
responsible for 55 units. This alternative was evaluated by the economic consultant for
R Street and found to be financially feasible at a 17.3% mtemal rate of return. This

“analysis is described in greater detail in an accompanymg report from SHRA.

Alternative 4 has an ofﬁce-housmg ratio of 3: 1 and is the altematlve supporwd by staff,

Alternative 5 reflects the R Street Preferred Altemanve, and,’ consists of two mixed use
buildings containing a 1:1 mix of office and housing along 16th Street (within the
"General Commercial Mixed Use" designation, and a third ﬁuilding on the east Crystal
Ice site containing approximately 70 housing units and up to 18,000 square feet of ground
floor commercial. This alternative is not financially feasible at this time.

RESPONSE TO COMMISSION COMMENTS/REQUESTS j

A.

Present and Future Land Uses Within 660’ Radius of 16th St. LRT Station

. Staff has prepared two maps (Attachments A and B). Atfachment A shows that the

existing mix of land uses surrounding the 16th St. LRT 'station include residential,
commercial, office, heavy commercial & warehouse, and parkmg lots/garages. Some
parcels are vacant. The most abundant land use in terms oﬂ} square footage is office, at
approximately 503,000 square feet, 78% of which is Benvenuti Plaza. Residential is
second, with 274+ units, followed by heavy commercm]/warehouse at 153,000 square
feet. There is approximately 37, 000 square feet of oommercxal mostly represented by
Orchard Supply Hardware and Fuller O’Bnen Paints.

|
Assummg an average dwellmg unit size of 875 square feet, ﬁe 274 housing units could
be estimated to be approxlmately 240,000 square feet. Thus within the 660” radius of

- the 16th St. LRT stanon, there is presently an ofﬁce-to—housmg ratio of slightly less than
2:1, S . !

Anachment«BQ ‘shows the type and mix of land uses we could expect at bulldout of the
area, ﬁ:@ C: p:tol Area Plan is implemented and policies - for mixed use development
withi'ff% & R:Street Corridor and around LRT stations are carried forward. The sites
determmed-

.xto’ibe not susceptible to new deveIOpment include the Benvenuti Plaza
complex‘ ‘and a number of half blocks presently zoned R-3A for R-O and developed with
significant housing, some of it owned by CADA. The half block on the south side of
Q Street, immediately north of the LRT station, is zoned R-O and developed with
Victorian-era housing units, some of them priority structures on the City’s mventory
These are not hkely to be replaced with new uses. !
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The opportunities for new resxdenua.l mixed use development include the blocks generally
west of 15th Street and south of the Q-R alley, and east of 17th Street, south of Q Street.

_ These areas could accommodate approxlmately 260 new dwelling units, assuming average

~ net densities of about 40 units|per acre. Added to the existing 274 units, the total
housing units within a 660’ radius of the 16th St. LRT station would be 534, or

. equxvalent to 467,250 square feet.

The remaining blocks within th; 660’ radius are either slated for state offices in the
Capitol Area Plan or else are probably more appropriate for new office development.
The latter would include the 16th St. Station and west Crystal Ice sites. Using the office
figures from the 1992 Capitol Area Plan Progress Report, along.with the staff-
recommended numbers for 16thL St. Station and Crystal Ice office ans, the total
amount of new office space would be-approximately 560,000 square feet. Added to the
existing 503,000 square feet, the total office space within the 660’ radius would be

1,063,000 square feet. The office to housing ratio would then be roughly 2.3: 1

If the two office projects are approved and developed as proposed, the total amount of
office space would be at least 1 556 000 square feet (the term "at least” is used because
it is likely that other nearby ofﬁce developments would be larger in size as well).
Because land assumed for housmg would be taken up by office development, the number
-of housing units would probably « decrease by at least 70 units, to about 460. With these
ﬁgures, the office to housing ratio would be about 3.8:1.

Staff has also prepared cross secuons (Attachments C and D) in order to show
relanonshlps between the proposed ten-story towers and surrounding existing buildings,
and comparisons to the Preferred Alternauve

B. Breakout of Residential Development Fees

Fees were calculated for a hypothetxcal 70-unit multi-family residential project on a half
block site in the central city (deqsxty of approximately 60 units/acre) (Attachment E).
The units were assumed to have an average 875 gross square feet, and be evenly split
between one and two bedrooms. |Based on a building valuation of roughly $5 million,
and assuming that the project requxres a Special Permit and Variance, the fees would
amount to $5,946 per unit. Thls represents approximately 6% of total development
costs. In ntrast fees for smgle family projects are approximately $13,000 per unit,
or 9%:of latal project costs. If no planmng entitlements are necessary, other than Design
i “«x t ﬁ’_g?er unit cost would be $5,881, a relatively minor change.

As mdlmted in Attachment E, the major fees include school impact, park (Quimby),
sewer development, street construcuon tax, building permit and plan check fees. The
water development fee of $9,880 could be waived under resndennal mﬁll provisions.
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Parklng Data l'or Benvenutl Plaza and Potential for Slmred Parking

" Benvenuti Plaza; completed in 1988 consists of a ﬁve-story4}393 500 square foot office

building, and a separate parking garage with 844 spaces According to ‘the
Transportation Management Plan on file with the City, Benvenuti Plaza was required to

- have 1,029 parking spaces, but was entitled to a reduction lof 185 spaces through the

provision of a number of trip reduction measures. Some of the more notable measures
included the payment of $240,000 toward construction of the 16th Street LRT station,

~ the provision of showers and lockers for bicycle commuters a $60,000 subsidy for

preferential parking programs.in adjacent neighborhoods, and the m of ground-

- floor retail along 15th and 16th Streets. These TSM méﬁsures @ implemented,

although some of the ground -floor space intended for retail ha's since been leased by state

“agencies. A L {b‘

. Benvenuti Plaza is presently fully leased, except for a small amount of ground-floor
' space available along 15th Street. The parking garage has exght levels, the eighth being

the rooftop deck. - There is a charge for parking, starting at:50 cents for the first half-
hour, then $1 per hour up to a maximum of $6 per day. It 1s interesting to note that the
on-street park:mg located on. both sides of R Street between Benvenuti Plaza and the

- parking garage-is free all day, with no time limits or other restncuons

: {
- To get an idea of how much parking is used (or avallable), staff surveyed the garage at

3:00-3:30 p.m. on a Tuesday, a time at which the maxlmunll number -of vehicles could

| " reasonably be expected (well after the lunch period but before the end of a normal work

day, assuming that some employees may leave work at 4: OP p.m.). Of the 844 total
spaces, 236 were empty, excluding the handicap spaces and the ‘two reserved for the
building owner. This represents a parking vacancy factor of approximately 28%. The -
rooftop deck was totally empty, and levels six and seven were approximately half empty.

~ There were scattered spaces available on levels three, four aﬁd five, and levels one and

two were essentlally full - o , :} _

_ DlSCUSSlOl'lS with the leasmg agent for the bulldmg conﬁrmed that the rooftop deck is
: always empty, and that level seven is usually half empty. G1ven that the office building
- is fully leased, it would appear that there is a reliable surplus of at least 175 parking

spaces; avaﬂable that could be used to satisfy some of the parking need of the proposed
16th Stmet’.;Stauon office building across the street. This{ would in turn reduce the

' 'parlungmu&ement for that building, thereby eliminating| one and a half levels of
 parking:(@:

s‘s"fapproxlmately 115 spaces per level), and result in cost savmgs to the
developer as'well as a shorter bunldmg ll , 3

State Leasmg and Parking Requu'ements _ y jﬁ. '

 Staff contacted the State Office of Real Estate and Desxgn séimces (OREDS) to mquu'e

about state leasing and parking requirements, as they might ¥have bearing on the two R
s : t o _
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Street pro_lects OREDS is responsxble for procuring lease space for the majority of state

agencies throughout Cahforma Specifically, the three questions asked by the

Commission were: 1) What are the state’s parking requirements for leased space?; 2)

How does the state feel about restnctlons against state purchase being placed on certain

- buildings, such as the proposed Pacific Plaza project?; and 3) Would the state be

- interested in leasmg two dxfferent adjacent propemes to house a single agency; or several
smaller agencies?

- L. Parking - The state has no specific parkmg requirements per se. Generally, the
. amount of parking desued by agencies depends on the charaeteristics of that

~ particular agency (e.g. !the Dept. of Justice requires secured: wrkmg for ‘its

. attorneys), proxmuty to public transit, downtown vs. suburban Io&ition, and other

factors. It is the state’s p:ohcy not to provide employee parking, which is instead

provided by Fleet Management based on certain employee contracts. This means

that employees of some agencles have free parking, while others do not.

‘2. Regtrictions on future purchase of specific buildings - Under the current

- Administration, the goal/is for the state to end up in an equity position with
regard to building ownershlp, thus the state does not look favorably on

-restrictions which may preclude the option of a future building purchase. The

appropriation of fundmg for adequate long-term maintenance of state-owned
facilities has been a pnmary limiting factor to new acquisitions in the past. Over
‘the longer term, state ownershxp of its facilities makes good economic sense; so
‘long as the structures are properly maintained. Cuxrently, a number of state
properties in Sacramento and elsewhere in California are in poor shape due to
deferred maintenance, in some cases to the pomt that demolmon may be the only

. financially viable solunon

' prefers a smgle burldmg to house at least one agency, but is open to shared space
arrangements or having an agency occupy space in two or more adjacent
buxldmgs It really depends upon the particular needs of an agency. ' For larger
agencies, the optimum floor plate is about 50,000 square feet, although a
desirable size may range from 30,000 to as much as 75,000 square feet. Seldom
does an agency requlre a floor plate larger than 75 000 square feet. ‘ ‘

""‘ht_of the two office buildings proposed. along 16th Street were. reduced to
-a‘u
e

280,000 square feet. 'Ihere are a number of smaller agencies needing between
30,000 and 100,000 square feet; these agencies and their space and location needs
will be evaluated in the Phase 2 Strategic Facilities Plan, to be completed later

this year. (The Phase 1 plan is bemg provided to the Commission along with thlS'

report )
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Central City Rental Vacancy Rates '

The R Street Corndor Fmanclal Fcambxhty Study prepared by Bay Area Economics
assumed a vacancy rate of 5% for residential rental properues in the central city. This
" number was questioned by some Commissioners who thought it was unrealistically low,

and;not representauve of the rental market. The most.recent vacancy figure available for -
the central city is 8.5%, for the 4th quarter of 1992 (CB Commercxal) Because the
vacancy figures are based on the total number of units reported, which can vary widely

. quarter to quarter, the vacancy rates tend to fluctuate w1de1y as well, mdcnced by the

numbers for each quarter of 1992:

Qum&niluumm&mm

1%

st 861 99
" 2nd 976 | 5.9
. 3rd 1,48 L 9.0
- 4t ,. N/A 85

“Source:: CB Commercial

Furthermore, while overall residential rental vacancies are; presently somewhat high,
vacancy rates are actually ‘quite low for higher-quality, well maintained apartment
projects. Vacancy rates for CADA rentals can also fluctuate widely but tend to be very -
low during periods when the Legislature is in session. The most recent vacancy figures

for CADA rentals are; 3% in February 1993 5% in January 1993 and 4% in December
1992 :

| Attachment F is a listing of selected rental projects in the Ccntral Clty, compﬂed by Bay

Area Economlcs, which shows that vacancy rates for these newer-higher-quality rental

- projects are in the 0-5% range. It is staff’s belief that the types of new rental projects

that would be constructcd over the next 10 years would compete with these projects, not

“the older, less desirable rental housing stock that tends to drag the overall vacancy factor
. down. This opinion was confirmed in discussions with CB Commercnal and CADA. In

conclusmn, ‘it is staff’s opinion that a 5% vacancy assumptlon for new rental housing

- development is msonable

Oth ewg'lnformation

A consultant has prepared a ﬁnanclal feasibility and market study for housmg in

. the R Street Corridor. This analysis suggests. that a3:1 ofﬁce-housmg ratio is
economically feasible at 16th and R-Streets. The full study 1s included in a
accompanying report prepared by SI-IRA

S
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2. R Street Corridor Toxics Reconnaissance Study

A separate consultant has conducted a study to provide information on sites in the
Corridor with known or potenhal contamination problems and possible mmgauon
.measures that could be |1mp1emented The full study is also included in an
accompanying report. With regard to the subject sites, no known or potential
contamination problems (have been identified for the Crystal Ice properties,
whereas a small portion of the 16th St. Station site could potentially have been
contaminated with one or more substances used by a former metal plating
business. The consultant|found no record of investigation or clein up of the site,
however, further analysis would be performed prior to devdmu of that site.
The results of this preliminary study indicate that the Crystal Ice sites appear to
have no constraints to residential development

3. Transit Ridership

Staff obtained passenger|boarding figures from Regional Transit for the 16th
Street LRT station and four bus lines serving the immediate area around 15th,
16th, Q, R and S Streets.  For the LRT station, the average number of daily
(M-F) boardings is 342;|no exit figures are available. Regional Transit staff
believes this represents a fairly high level of ridership, and will likely increase
significantly in the future when the South Area LRT extension is constructed.
Bus ridership, on the other hand, is not very high in comparison to LRT: only 37
" daily boardings, and 68 exits.

RECOMMENDATION

- Staff recommends that the Planning Commlssmn consider the information in this report, and
recommend to the City Councnl that the 16th Street Station office proposal be modified as
follows: -

A.  Residential Component \
o Add a housing component based on the housing fea51b1hty analys:s that provxdes
] for_a 3:1 office to housing ratio.

) m:%; the housing on the Crystal Ice eastern site (in cooperation with AKT
f Eevelopments) and other nearby locations within the R Street Corridor, to -
‘maximize mixed use development opportunities that support transit.

e

Qe v_'
o ¥

3

B. Hetght and Scale of Office Component
o Reduce the building hexght to no more than 75 feet to prov1de more urban design
- compatibility with adjacent uses and a transition in the scale of development
~ between the CBD and resndenttal neighborhoods.

I

1

|
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C. Land Use!'l‘ransxt Relatlonshlps '
] Support ground floor retail uses, transit orientation of pubhc entrances, 1mproved
pedestrian linkages to the 16th Street Station to ensure safety and transit usage,
‘and mcorporate improved bus access into project design.
D.  Parking Component ‘ i
L Further reduce the amount of parkmg ptov1ded in keepmg with recent parking
reductions for projects adjacent to hght rail stations, in order to encourage transit
ridership.
Crystal Ice Project : '}
®.  Work with the Crystal Ice project developer to optimize the u:uque mixed use
- development qpportumnes.nea.r the 16th Street LRT station.
Respectfully Submitted, !

J%Zﬂﬁgh - o |
Steve Peterson , T | |
Senior Planner , ;

Report Prepared by

eff Archuleta
Associate Planner

Attachments: .- - 11 g

Uses Wlthm LRT 660° Radius - ‘

il Land Use Within LRT 660" Radius }
“Sect omFrom Q to S Street “ -
Cross Secnon From 15th to 18th Street :
1993 Government Fees For A 70-Unit Mulu-Famxly Development
Selected Existing Downtown Rental Projects A |

Exls&;ji"'

‘Project Developmgnt Alternatives ‘ .

‘I 3
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ATTACHMENT E

1993 GOVERNMENT FEES FOR A 70-UNIT MULTI-FAMILY DEVELOPMENT

ER 92-005 4 007

, 2 bedroom

Base fee, staff fee @ $81 hourly as needed may be added.
Assumes the street frontage mprovements are in place
infrastructure.

$200 minimum, plus $55 hourly |as needed.

-25-93

Planning Fegs' L - ‘ '
Special Permit/Variance |(if needed)’ $3,475 _ i
. Negative Declaration 1,010 ‘
Design Review 7852 .
ngineerin ,
Water Development?® o _
Sewer Development* © 52,640
Quimby Fees 61,600
Engineering® 200
- Building
: Plan Check 25,370
Building Permit 31,000
Major Street ConStructioln Tax 40,000
(0.8% of permit valuation}
Seismic Motion lnstrume‘ntatuon 800 L
Business License: . 1,500 - !
School Impact ($2.65/sq. ft.) 162,313 ’
Residential Construction Tax 19,775
Technology 2,226
Residential Construction Tax . 240
Water Development Fee ‘ - 9,880
(May be waived under infill)
Water Tap and Meter (4" service) 3,284
Grand Total $295,118
Per Unit © $5,946

Land Value $10/sq. ft. ($435 000/acre)

" . Special Permit not necessary if s-te is zoned to allow Multi-family development

Service provided via 4~

‘Total reflects capital investment equahzatlon fee @ $752 per umt
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ATTACHMENT F
/r_xcerpf‘ fiom R St Corvidor Fms,b,bfv SfMy,Mmf Qugr i

Table 3: Selected Exlstlllbowmown Rental Projects

-

Towd Unit Mix: Square Vnancyli
ProjectLocstion Unite No. Units Feot Rents Rate ﬂ Comments
Govemor's Square West = 200  Apartments X Ammhdudomplam patics and/or
1451 3rd St OBR-1ba:18 531 $s70 ' balconigs, underground security parking,
1BR-1,1.5b8:60 809-894 $625 - $670 : pool, gym, sauna, spa, and available maid
2BR-1.5,2ba 66 923-1,099 $7% , Sefvice.
3BR-2ba:18. 1,304 $800 !
Townhouses '
; 28R-2ba:35 1,347 $9%0
‘ -3BR-2.5ba:5 1,558 $1,200 r -
Governors Square Emt 102  Apartments H.‘\ Amenitios include laundry rooms, exercise
S20P St 0BR-1ba:30: 518 - $870 | room, pool, spa, sauna, coverad parking,
1BR-1ba:24 540 $570 cable TV, paties and/or-balconies, and
1BR-1ba 780 $628 . fraplaces. ‘
25F|1ba15 1,058 $7%0 S
2BR- 108.15 1,110 $7%0
Townhouses
2BR-2.5ba6 1245 $850
2BR-2.5ba6 1,245 $850
L
Capitol Towers Gardens 408 . Lowrise | Pwmmm«mmﬂ
1500 7th St - OBR:40 300 $400 i ‘ow-rise garden apartments and 203 units
1BR:117, 388 $440 | righrise component.
2BR4S 559 $540 !
3BR3 700 $673
Highrise '
0BR91 ! 500 $475
18R:78 700 $620 )
2BR:13 '900 $780 ,
3BR:13 1,000 $900 '
Penthouse NA NA |
Brannan Count 4  1BR-1ba12 780  $480-$515 0% CADA project; includes 7 low income units. -
N & 15th Sts. 2BA-2ba:28 1340  $625-$700 | Amenities include washer/dryers,
| parking. Units filled immediataly upon
~ completion in July 1987. Management
; reports most tenants are working
professionals.
i Groontree Townhomes . 855 $700 - $750 oasJ; Built in 1984 as a townhomes
: . 14th and O Strest 952 $700 - $750 , condominium project which did not sell
902 - 1127 $750 - $760 . because of legal issues. Taken overby
’ . CADA in 1586 and rentad as luxury
Il townhomes. Amenities include sacure
| washar idryers. One parking space is
' availsble parunit. Wel designed and built
ER QD - POHE & /D7 2.925.47 ITEAMc E&7
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Table 3: Selected Existing Downtown Rental Projects

Total " Unit Mix: Square Vacancy
Project/Location Units No. Units Feat Rents Rste  Comments
Windemere : 4  1BR-1ba: 38 430 - $405-$428 10%  Building approximately 40 yearsiold. Two
2530 Seath Street , '28R-1ba: 4 620 $465 buiidings with open parking. One side of
. 1BR+den-1ba: 4 620 $425 - 3458 , he project has acoses o a swimming pool,
one side does not. Common iaundry
rooms and a secured gae. Seven .
© pArages e ourrently under construction.
' m-mmmmna
muﬁmﬂbh order 1o
Capitol View 40 1BR-1ba; 16 676 $550 - $600 0% Compiex opened in January 1992. There
1081 G Street 2BR-2ba: 12 ; 938 $645 - 36595 ’ are three wood frame buildings with two
3685 - §745 stories each. Units ware buiit to condo

2BR-2ba+Hott: 12 ) 1,076 : .

: specs. Unit smenities include microwave,
dishwasher, fireplace, patio/baicony, tie
kiichens, walk-in closats, and full size
washsr and dryers. Carport parking,
inciuding twenty four spaces prolecied by
asecurity gate. Tenants include state
workers, Legal Protessionals, Lobbyhts
and some students in a roommar
siuation.

Source: Bay Area Economics
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ATTACHMENT G-I |

16TH STREET STATION DEVELOPMENT ALTERNATIVES

ER92-005
(1) - {(2) . - ’ (3) ' (4} . (5) -
Proposed - Existing ~ Housing ' Staff ' . Preferred
; - C-4 Zoning . Off-Site Alternative .. Alternative
25% Office/ 4:1 Office/ Housing Off-Site - Housing On-Site
Characteristics No Housing Housing Ratio 3:1 Ratio 1:1 Ratio

Residential Sq.Ft. e 0 o

86 du/ac

191,000
it

165,300 153,600

75°

1 The proposed project alternative consists of a 10-story office building with ground-floor retail on a single 38,400 square foot parcel.
2 The existing zoning alternative consists of a single-story warehouse covenng the entlre 38,400 square foot site, and having the allowable 25%
office space.

3 This alternative consists of a 6-storv building containing ground floor retail and parklng, two levels of parking (one level subterranean and one

-----on-second floor);-and-four floors-of office;-the-housing-would.be provided. off-site.on.another-lot.within the.R.Street.Corridor._This alternative _

has precedence in that it is similar to what was approved by the Planning Commission in October 1991 for the Watkins office project at 11th

& Q Streets. That project consisted of a 70-foot tall 150,000 sq.ft. office building on a half-block, and the dedication of approximately 25 000

sq. ft. of land off-site to accommodate approximately 30 housing units.

4 This alternative consists of a housing component that would be developed off-site as a 7 1-unit residentist prg in conjunction with the Crystal
Ice project. The appliciant would be responsible for 30 of the units. Another 11 units would be proWided off-site on another parcel. This
alternative was evaluated by the economic consultant for R Street and found to be fi nancially feasible at a 17.3% internal rate of retum It
is also similar to the office/housing ratio approved by the City Council for Pacific Plaza.

5 The Preferred Alternative designates the site "General Commercial Mixed Use”, specifying a 1:1-ratio of office to residential square footage.

6 The floor area ratio figures are for the 38,400 square foot subject site only, and do not include portions of buildings devoted to parking. For
alternative 5, the floor area ratio includes the on-site housing component.

b:rstreet.\16thstat.th!
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ATTACHMENT G-2

CRYSTAL.ICE DEVELOPMENT ALTERNATIVES

ER92-007
(2) (3) 4) {5)
Existing Housing Only Staff Preferred
C-4 Zoning On East Site Alternative ~ Alternative
25% Office/ =~ . 4:1 Office/ HousingOn . Housing On
Characteristics . No Housing Housing Ratio " East Site Both Sites

Maximum Building Height 175 B T

_ site housmg component.. s — : -

W§§t"Slte - - ‘ 85 du/ac

47 du/ac 60 du/ac

. The proposed project alternative consists of two 10-story office buildings with ground-floor retail on two 51,200 square foot parcels.
. The existing zoning alternative consists of a single-story warehouse covering both sites, and having the allowable 25% office space.

This alternative consists of a slightly taller, 6-story building containing ground floor retail and parking, a second floor level of parking, and four
floors of office on the west site; the housing would be provided on the east site, along with approximately 14,000 square feet of office. This
alternative has precedenca in that it is similar to what was approved by the Planning Commission in October 1991 for the Watkins office project
at 11th & Q Streets. That project consisted of a 70-foot tall 150,000 sq.ft. office building on a haH-bhck. and the dedication of approxcmately
25,000 sq. ft. of land off-site to accommodate approximately 30 housing units.

This alternative consists of a housing component that would be developed as a 71-unit resndenﬁnl praject (@ 60 du/ac) on the east site in

.conjunction with the 16th Street Station project. The applicant would be responsible for 41 of the units. Another 14 units would be provided

off-site. This alternative was evaluated by the economic consultant for R Street and found to be financially feasible at a 17.3% internal rate
of return. It is also similar to the 3:1 office/housing ratio approved by the City Council for Pacific Plaza.

The Preferred Alternative designates the site "General Commercial Mixed Use”, specifying a 1:1 ratio of office to residential square footage.
The floor area ratio figures are for the west site only, and do not mclude parksng areas. For alternative 5 the floor area ratio mcludes the on-
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SACRAMENTO HOUSING‘& REDEVELOPMENT AGENCY

’ \

8UMMARY OF BAY AREA ECONOMICS' MARKET RND FINANCIAL FEASIBILITY
-8TUDIES |OF HOUSING IN THE R STREET CORRIDOR

f

Backgroun ‘

= _ _ | 4
In January 1991, the City Council adopted -a preferred land use
alternative for the R Street Corridor that proposed a variety of
mixed uses. Offlce,‘retall and residential uses were to be
fostered at a scale appropriate to the surroundlng neighborhoods
and at increased densities around light rail stations. The City
Council also directed city plann1ng and redevelopment agency
staff to evaluate the economic feasibility of ldifferent housing
prototypes within the R Street Corridor and to investigate their
marketability.

The Redevelopment Agency contracted with Bay Area Economics (BAE)
to perform these analyses, which were completed in the end of
March, 1993.. The major findings of their study are:

1. A mixed-use progect with both offlce/retall and
residential components is f1nanc1ally feasible without any
external subsidy, but requires an approxlmateﬁthree—to-one office
to residential square footage ratio to enable the office portion
to internally subsidize the residential. Therefore the one-to-
one linkage requlrement of the Preferred Alternatlve should be
modlfled to 1mprove the viability of mlxed use.

2. A second mixed-use prototype (for pro;ects within
redevelopment areas) is feasible with a land writedown and: a
developer loan to the project which is paid back through the tax
increments from the residential and office components. In this
model, 450,000 square feet of office space would be required in
addltlon to the tax increment generated from the residential
complex to repay the developer's loan. This gives an

-offlce/re51dent1a1 square footage ratio of approxlmately 1.5 to

one..

3. An identifiable market exists for living downtown; it
consists ofemiddle—income people aged 35 to 54 who value

employee?sur@ej of downtown workers.) . !

. 4. Workshops with local lenders are needed to encourage
financing of mixed-use developments. While lenders are not
enthusiastic about. any real estate 1nvestment1 they should be
kept abreast and informed of opportunities through discussions on
market findings, ‘linkage programs, land—use de51gnatlons and
1nformation on public financing. , u

ER 92-00 54 LPA1naw 5 O o . dais
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Residential Market Overview of Downtown Sacramentg

The BAE residential survey was mailed to residents in 13
complexes in Downtown Sacramento' Auslender Apartments, Brannan
Court, Bridgeway Towers, Cap1t01 Terrace, Capitol Towers, Capltol
View Apartments, Governor' s Square East and West, Greentree
Apartments, Park Mansion, Saratoga Townhomes, Somerset Parkside,
and Stanford Park. These developments, which include both
ownership and rental hou51ng, represent a broad spectrum of
larger complexes of good quallty Overall, the apartments had
low vacancy rates, from zero percent at Capltol View, Brannan
Court, and Greentree Townhomes to 5% in Governor's Square West
and East. The response rate to the 493 surveys was 44 percent
(218 responses).

BAE focused its market oveqv1ew on downtown residents to gain a-
better understanding of what drew them here and what they liked
and disliked about downtown living. The premlse underlying this
approach was that if we understand why existing residents choose
to live downtown, we can assess R Street hou51ng developments

accordingly.

BAE's findings may be summarized as follows:

The majority of respondents are single-family households, over
half being 35 - 65 years of age. They are relatively affluent,
with more than 60% earning incomes of $40,000 or more. They are
employed in professional/technical or administrative jobs, and an
extremely high proportion walk to work at least some of the time.
Nearly 40% of the condomlnlum residents who responded to the
survey are first-time homeowners.

The respondents are satisfied with their current housing. BAE .
concluded that proximity to| work or to other downtown act1v1t1es
are clearly the predominant factors creating housing
satisfaction. The physical characteristics of their units and
~ complex ranked second. What households disliked about their

current residences varied. lBy broad category, noise and
pollutlon ranked the highest.

Sdrvey-r jénts listed affordab111ty and proximity to work as
the top gggtors influenolng their decision to locate
downtown erior appearance and quality of their housing and

downtownvalonv:ies ranked as significant secondary factors.
Other areaaﬂwhere .these re51dents looked for housing were Land
Park, Natomas, East Sacramento, and Carmlchael.

The BAE overview complemented the data gained from the Central
City Housing Strategy's employee survey of people who worked - v
downtown but for the most part did not live here. Respondents to
the employee survey were simllar in that they had higher 1ncomes
and more education than the populatlon of the city at large.
Those who lived in the city/(and by inference, those who might
choose to move downtown) had dramatically fewer children and were
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more likely to be single persons living alone“ The employee
survey found that downtown housing could attract a significant
portion of downtown workers if well deSLgned laffordable,
moderate density housing were provided in nelghborhoods with an
identity and sense of place.

Bay Area Economics concluded that there was market support for
new housing on R Street to be found in downtown workers with

relative healthy incomes if appropriate products were offered
at reasonable prices. eove the oW vacanc rates in the
o exes iled and e abso ion o e new Ca ol View
apartments sugqgest a rel tivel strong market ' among that group.
e ability to walk to wor ears to be a major asset;

proximity to workglaces via llgnt rail is an addltlgna;
advantage. , . ' ; :

Another target market descrlbed in the BAE study is the middle-
to upper-income "empty nesters" who have chosen to sell their
single family homes and move into an urban environment. Their
attraction to multifamily housing often depends on greater
security, neighborhood shopping opportunities| and more
substantial project amenities, including tennls and swimming, and
luxury unit features. While the waterfronts may offer the type
of setting needed for this group, BAE concluded that their mov1ng
into the R Street COrrldor is unlikely.

i
Questions of Density ‘and Scale on R Street |

The market survey showed that housing quallty and price were
instrumental in attracting residents to downtown living. But the
survey did not identify the most marketable product type (lower
density mid-rise housing vs. high rise residential towers). The
occupants of Bridgeton Towers and Capitol Towers had similar
levels of satisfaction with their hou51ng as d1d the residents in
garden-style units. Based on its experience ln other
communltles, BAE suggested that most target markets consider the
sense of privacy and open space, . which is more easily provided in
lower density developments, to be a de51rab1e feature so long as

affordabllity is not compromised. ;

Considerin both the BAE market overview and the Central City
Housing . u_‘- egy, staff suggested that the prototypes for the R
Street finnncial feasibility study use housxng densities of 60
units peﬁ%?bte ‘for apartments and 30 units per acre for the
condominium development. The 60-unit/acre denSLty exceeds those
found in adjacent R Street neighborhoods, butlwas adopted in
response to the cost and ava11ab111ty of land and to conform with
the City's pollcies of increasing density around light rail ‘
stations. v

%
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: o
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Financia sis of R StEeet Residential Development

The economic feaSlblllty analy51s conducted by Bay Area Economics
considered three prototypes

1. The Pac1f1c Plaza Prototype

The Pacific Plaza prototype was developed to determine the level
of subsidy needed to make a 300—un1t residential project feasible
in that portion of R Street which is within the Merged Downtown
Redevelopment Area. The sub51dy takes the form of -a land
writedown and a developer 1oan to the project that would be paid
back by redevelopment tax 1ncrement funds from both offlce and
residential components.

Key to making this prototype work is determining whether the ,
increment created by both offlce and residential components would
actually support the developer loan. BAE estimated that an
office building of 450,000 square feet, combined with the 300-
unit apartment complex, would create sufficient tax increment to
support the debt service op a developer loan of $7.95 million
(the financing gap on the residential project). As structured,
this prototype gives an office to housing square foot ratio of .
1.5 to one. )

The development cost of the apartment complex in this prototype
is estimated at $27.4 million. With rents at $700 for 2-bedroonm
'apartments, the project is|self-supporting, since the developer,
loan is being repaid through tax increments. :

BAE estimates that the residential project alone offers an
internal rate of return of |12 percent. This is in the lower
range of the level of return generally found acceptable to
investors. '

'(2) crystal Ice Prototype

The Crystal Ice prototype was developed to test the financial
feasibility of a mixed-use project on the R Street Corridor which
does not involve any external or direct subsidy. The model
1nc1udes#2‘ ﬁooo gross square feet of office space; 5,000 square
i‘g} space; 183, 050 square feet of office parklng (420
824 gross squaqe feet for 96 rental apartments; and

103 resfdontial parking spaces. Seventy-one of the apartments
are locatﬁa‘on site, accommodating a density of 60 dwelllng un1ts
per acre. The office to hou51ng square foot ratio is 3:1.

The office buildings are 75" in height, allowing,for four floors
of office space above two levels of parking (one below grade).
Parking reductions are taken, as permitted by ordinance, because
the site is across the street from a light rail statlon. Income
from parking is not counted in the project's gross income. ‘

The total project cost is estimated at $42 million. Annual net’
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operating income is estlmated at $4.34 mllllon (at stablllzed

- occupancy), sufficient to édéver permanent loans of $33 miliion.
Revenue sources are residential rents ($700/un1t/month), retail
rents at $1.00 per net square foot per month trlple net, and
office income of $1 60 per net square foot per"month full
service. i

BAE projects that the mlxed use prototype would generate an‘
.internal rate of return of 17.3 percent, a level commonly
considered acceptable in the current .real estate 1nvestment
cllmate.

!
This prototype departs from some of the standards in the R Street
Preferred Land Use Alternative. The offlce/r651dent1a1 mnix is
3:1, not 1:1. The residential component is not within the
boundarles of the General Commercial Mixed-Use! Zone, which are
used exclusively for office and retail space, but are on adjacent
land. 1In addition, the model includes parcels currently owned by
two separate developers, creating a mixed-use pro;ect with a
re51dent1al component that serves both.
BAE concludes that the performance of the mlxep-use prototype
shows that there are f1nanc1ally feasible alternatlves which
could be constructed in order to generate new housxng within the
Corridor.

(3) Condomlnlum Prototype . . %

The 25th and R condominium prototype was developed to test the
fea51b111ty of for-sale housing. It consists lof 30 townhomes
averaglng 1,067 square feet, with individual garages. Its
density is 26 units an acre, less than half that of the rental
housing prototypes.
. : ¥ i
The sales price for the units is set at $103,000, clearly
competitive with suburban single-family home sales targeted at
first-time homebuyers. Absorption rates are set very low at one
sale per month. With total development costs.prOJected at $3.5
million, the combination of low sales price estimates and slow
absorptionarates creates a significant flnancﬂng gap of $354,720

and a n-n'«ﬁﬁe,internal rate of return. For a developer to

211 \h
BAE concludes that a condominium project structured in this

fashion is not a feasible alternatlve. r
e spectives - !
: R

In the current real estate market, the ability to obtain
financing for new development is seriously constrained. Four
financial institutions active in the Sacramento area were
interviewed to explore lender interest (or res1stance) to :
financing mixed use and/or residential development in the R

. : _ . r »

1
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Street Corridor. These institutions were Sacramento Savings
Bank, Wells Fargo Bank, U. \S Bank, and Bank of America Communlty
Development Bank (formerly B of A State Bank).

The lenders differ in thelr assessment of the strength of the
downtown residential and offlce markets. Their overall
inactivity obscured any dlfferentlatlon between investing in R
Street and other areas of Sacramento. Some of the institutions
_perceived 1end1ng on mlxed-use projects as risky because of their
lack of experience and the1r uncertainty of such lending's
acceptance by the secondary market.

BAE recommended that workshops with local lenders be held to

inform them of the R Street program, market study findings, and
examples of successful f1nanc1ng of mixed-use projects carried
out 1n other cities.
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HAND DELIVERED !

!

Dear Honorable Mayor Serna and City Councilmemb?rs:

At 1last Tuesday evening's Council meeting I made a short
presentation regarding the early review process for the Crystal Ice
site. The essence of my presentation went to the inequity of
requiring an internal subsidy of ten dollars per square foot for
sites along the R Street Corridor not within thelRedevelopment area
in order to meet a 3:1 housing ratio. The ineqqity occurs because
heavy subsidies afe available to those 51tes within the
Redevelopment area in order to meet the same.hou51ng ratio. A
second inequity exists since the public policy would be to require
a $.95 per square foot subsidy for low and moderate income housing
while a ten dollar per sgquare foot sub51dy is mandated for middle
and upper income homes.

Because of the brevity of my presentation and the complexity of the
issues, I was unable to address another 1ssue of critical
importance to your decisionmaking process. Thas is particularly
true in light of Mr. Molloy's presentation that a project should
not be looked at as two separate proformas (one for housing and one
for office) but should be examined in one single proforma, While
this still amounts to an "internal subsidy", asidefined in the Bay
Area Economics' Financial Feasibility and Houszng Market Study
(hereinafter,"BAE"), more vlmportantly, it becomes questionable
whether or not the pro;ect is financeable.
1

As the BAE study clearly points out mlxedl use projects are
probably not financeable in downtown Sacramento For example, the
BAE study, after discussions with various local lenders, makes the
following statements: .

"The interviewee stated that they had little knowledge of or
experience with the development of housing in the R Street
Corridor or Downtown in general. Generally the respondent
stated that he did not favor Downtown housing, because he
believed Downtown Sacramento was a weak re51dent1al market."
(BAE p. 67, emphasis added)

|
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|

"This lender reported as a rule, his institution does not like
to finance mixed-use pro;ects because of the perceived
complications and rlsks." (BAE p.68)

"The respondent, stated that they currently would only lend on
a townhouse or condominium project if the project and the
developer were very strong. They are also currently not very
interested in making construction- loans for apartment
projects, and will only do so if the permanent loan is in
place, so there is nc lease-up risk associated with the
construction loan." (BAE p. 69) - ‘ T

"This lender is not currently active in the condominium or
townhouse market, due to a history of bad experiences with
condominiums in its market." (BAE p. 70)

We believe that the inability to finance the type of projects that
the Cauncil is currently considering for the |R Street Corridor
clearly affects their feasibility While a heavily subsidized
project may be financeable, it is very doubtful that a prOJect with
a huge internal subsidy would

I hope that this information is useful.

Very truly yours,

////// // /'///
Tina A. Thomas

TAT:kak

cc: John Molloy
Diane Guzman .
Gary Stonehouse "
Jeff Archuleta ‘ B
Bina Lefkovitz |
John Dangberg 1
Beverly Fretz-Brown

3070272.001

Printed on Recycled Paper



