SACRAMENTO
HOUSING AND REDEVELOPMENT
AGENCY

May 8, 1989

Budget & Finance Committee
Transportation/Community

Development Committee
Sacramento, CA

Honorable Members in Session:

SUBJECT: Approval of a Pre-development Agreement for a Mixed
Use Housing Project on K Street Between 1l6th and 17th
Streets

SUMMARY

The attached report - is submitted to you for review and

recommendation prior to consideration by the Redevelopment

Agency of the City of Sacramento. :

RECOMMENDATION

The staff recommends approval of the attached resolution
approving the agreement.

Respectfully submitted,

ANDREW J.
Acting Executive Director

TRANSMITTAL IO COMMITTEE:

C;gi«(34»-
SOLON WISHAM, JR. d,"
r

Assistant City Manag

Attachment

MAILING ADDRESS: P.0. Box 1834, Sacramento, CA 95812-1834
_ OFFICE LOCATION: 630 I Street, Sacramento, CA 95814 (916) 444-9210
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AGENCY

May 8, 1989

Redevelopment Agency of the
City of Sacramento
Sacramento, California

Honorable Members in Session:

SUBJECT: Approval of a Pre-Development Agreement for a Mixed-Use
Housing Project on K Street Between 1l6th and 17th Streets

SUMMARY

This report recommends that the Acting Executive Director be
authorized to execute a Pre-Development Agreement with 17th and K
Venture Partners, Ltd. for the development of a housing/small
commercial project on K Street between l6th and 17th Streets,

BACKGROUND

On December 14, 1987, the Agency executed an Owner Participation

Agreement (OPA) with RJB Interests regarding the development of.

an office structure on the southeast corner of 17th and K
Streets. The OPA was required pursuant to City Resolution No.
87-040 and amending City Resolution  No. 87-072, which mandate
that all commercial projects exceeding 75,000 square feet located
within the Merged Downtown Project Area, but outside the C-3
zone, be subject to an OPA or a Disposition and Development
Agreement (DDA) with the Agency.

The executed OPA stipulates that RJB convey the parcel on the
southwest corner of 17th and K Streets to the ‘Agency as a
condition of the special permit for the office structure.
Furthermore, the OPA grants RJB the right of first refusal for
the construction of a housing complex on the conveyed parcel and
any adjacent parcels which the Agency might acquire.

Oon April 20, 1988, RJB conveyed the stipulated property to the
Agency. Prior to the conveyance, the Agency purchased three
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parcels adjacent to the RJB parcel. The Agency, therefore, has
title to the four parcels, as depicted in Exhibit "A", consisting
of 32,000 square feet, on which to develop the housing project.

- RJB has proposed to construct a mixed use complex on the site
with the following parameters: ‘

1. four-story, wood frame construction;
2; li,SOO séua;e feet commercial space on the first floor;
3. Sl épartment units with the following unit types;

a., 10 onefbedroom, one-bath,

b. | 5 two-bedroom, one-bath,

c. 36 two-bedroom, two-bath.:

In order to facilitate development of the project, RJB has
requested assistance 1in the form of a 'short-term loan in the
amount of $400,000. Given a total estimated development cost of
$4.1 million, this amount represents approximately ten percent of
the project costs. Agency staff has reviewed RJB's request and
project pro-formas, and recommends that the loan and the project
be approved according to the business points, which include the
loan and a long-term ground lease, outlined in Exhibit "B". The
recommended business points help to insure that RJB will achieve
a reasonable rate of return on 1its 1investment by deferring
payment of the 1loan for five years and deferring 1land lease
payments until certain time or revenue threshholds are achieved.
The recommended terms would also allow the Agency to benefit from
the project's up-side potential by basing lease payments on
revenues attained by the project.

Additionally, the Agency would stipulate that 20 percent of the
project units be reserved for low-to-moderate income households.
Rental rates for these units would be limited to thirty percent
of the income of households which earn eighty percent or less of
the area median. household income. The maximum rental rate for a
one-bedroom apartment, given the current median income level for
a two-person household, would be $505.00. Rental rates would
vary ~-depending on -the size, of the household and number of
‘bedrooms in the apartment. Regulatory terms which require the
provision of the low-to-moderate income units for the duration of
the ground lease would be a part of the DDA.

(2)
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Williams-Kuebelbeck, an independent financial consultant, has
reviewed the staffs proposed terms and finds that they are
reasonable for both the Agency and the redeveloper.

Pre-Development Agreement

At this time, the staff recommends that the Acting Executive
Director be authorized to enter into a Pre-Development Agreement
with 17th and K Venture Partners, Ltd., the organization
established by RJB to  implement this project. The
Pre-Development Agreément outlines the parameters of the project
and business terms, as described in this report, and stipulates
that 17th and K Venture Partners, Ltd. provide the following
prior to execution of a DDA with the Agency:

1. Schematics and preliminary constructidn plans;
2. Cost estimates based upon preliminary plans;
3. Approval of the Design Review Board of preliminary plans;

4, Commitment from a lender for construction financing and,
if required, take-out financing, in a form which

demonstrates that the conventional loan, the Agency loan

and the owner equity equal the project cost; .

5. Financial statements of 17th and K Venture Partners,'Ltd.
which will demonstrate that the organization has the
financial capacity to undertake the project.

6. Schedule/Timing of development.
Once the Redeveloper has provided the materials required by the
Pre-Development Agreement according to the stipulated time

schedule, the project and the DDA will be submitted for your
approval.

FINANCIAL DATA

As a part of the measures required to mitigate the demolition of
the Merrium Apartments, the City of Sacramento would fund the
$400,000 short-term loan through the Agency. The loan would bear
an interest rate of 7.5 percent, due and payable in five years or
upon refinance, sale or transfer of the property. Should the
Council not approve the project as a mitigation measure for the
Merrium Apartment's demolition, funds would be allocated from the
Northeast Neighborhood project (A00890 - $280,000 available) and
downtown tax increment flow. :

(3)
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POLICY CONSIDERATION

The proposed project is consistent with the Merged Downtown

Sacramento Redevelopment Plan and Implementation Strategy

objectives and policies which concern the enhancement of housing
" availability within the downtown project area.

MBE/WBE EFFORTS

The redeveloper will be required to comply with the Agency
MBE/WBE Utilization Plan as a part of its agreement with the
Agency.

ENVIRONMENTAL REVIEW

According to CEQA . Section 15180(a), ™all public and private
activities ‘or undertakings pursuant to or in furtherance of a
redevelopment plan constitute a single project, which shall be
deemed approved at the time of adoption of the redevelopment

. plan..."

The Redevelopment Agency of the City of Sacramento certified the
EIR on the Merged Downtown Redevelopment Plan in August of 1985.
This EIR included an assessment of mixed-use residential and
neighborhood commercial development in the Northeast Neighborhood
District: The proposed project will not create significant
effects beyond those analyzed in the Merged Downtown
Redevelopment Plan EIR and does not involve any situations
requiring preparation of a subsequent EIR or supplement to an EIR
(Sections 15162 and 15163). The proposed project is consistent
with the development intensity and controls as outlined in the
Implementation Strategy, and constitutes the first Agency project
in the Northeast Nelghborhood in furtherance of the Redevelopment
Plan.

VOTE AND RECOMMENDATION OF COMMISSION

It is anticipated that, at 1its meeting of May 8, 1989, the
Sacramento Housing and Redevelopment Commission will adopt a
motion recommending that you take the above mentioned action. 1In
the event they fail to do so, you will be advised prior to your
May 9, 1989 meeting.

° e
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RECOMMENDATION

The staff recommends that the Agency approve the attached
resolution which authorizes the Acting Executive Director to
execute a Pre-Development Agreement with 17th and K Venture
Partners, Ltd. for the development of a mixed use, housing and
commercial project on Agency-owned property on K Street between
l16th and 17th Streets,

Respectfully submitted,

ANDREW J.
Acting Executive Director

TRANSMITTAL TO COUNCIL:

Lalths 0, un

WALTER J. SIZPE
City Manager

Contact Person: Wendy Saunders
440-1318

WS:eg

0492C
04/20/89
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‘ RESOLUTION NO.

ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
ON DATE OF

PRE~-DEVELOPMENT AGREEMENT WITH
17TH AND K VENTURE REGARDING
MIXED-USE PROJECT ON K STREET BETWEEN
16TH AND 17TH STREETS

WHEREAS, the Agency owns four contiguous parcels on K
Street between 16th and 17th Streets; and

WHEREAS, the Agency desires that a mixed-use project
consisting of housing and small commercial uses be developed on
the Agency-owned site; and :

WHEREAS, RJB 1Interests was dgranted a Right of First
Refusal for the development of said mixed-use project in an
agreement with the Agency.

-~ NOW THEREFORE BE IT RESOLVED BY THE REDEVELOPMENT AGENCY
‘OF THE CITY OF SACRAMENTO: ‘

Section 1. The Actiﬁg Executive Director is authorized
to enter into a Pre-Development Agreement with 17th and K Venture
Partners, Ltd. for the implementation of a mixed-use project.

Section 2. The Acting Executive Director is authorized
to take such actions and to execute such documents as may be
required to carry out the terms and provisions of the
Pre-Development Agreement and Disposition and Development
Agreement.

CHAIR

ATTEST:

SECRETARY

.1100WPP(314)
WS/ jann

4/28/89

(6)
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EXHIBIT B

MIXED-USE PROJECT -- 17th AND K STREETS

Business Points

1. City/aAgency Loan

$400,000 @ 7.5% compounded

Principal and interest due five years after loan disbursement

2. Lease Term

55-year lease, all property and improvements reverting back
to Agency at no cost

3. Ground Lease Payable to Agency

0% of gross revenues, vyears 1-5 or until gross revenues
exceed $640,000

3% of gross revenues, years 6 - 10 or until gross revenues
exceed $760,000 -

6% of gross revenues, years ll - 55 or when gross revenues
exceed $760,000

4. Low-To-Moderate Income Housing

20 percent of the units to be affordable to low-to-moderate
income households.

WS:jann
0493C/1
04/20/89



