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RECOMMENDATION

Staff Recommends That The City Council Adopt An Ordinance Authorizing The
City Administrator To Negotiate And Execute A Disposition And Development
Agreement (“DDA”) And Related Documents Between The City Of Oakland And
WI/L Telegraph Owner, LLC Or A Related Entity Or Affiliate (“Developer”) In A
Form And Content Substantially In Conformance With The Terms Described In
The Agenda Packet.

REASON FOR SUPPLEMENTAL

Staff prepared an Agenda Report for presentation at the June 25, 2019 Community and
Economic Development Committee meeting recommending terms of a Disposition and
Development Agreement (“DDA”) to convey City of Oakland-owned property located at 2100
Telegraph (the “Property”) to the Developer, who will merge it with four surrounding Developer-
owned parcels and construct a large commercial development (the “Project”) described in more
detail in the Agenda Report dated June 10, 2019. After publication of the report, certain DDA
terms concerning the timing of site conveyance, and limits on penalties related to the City's
Local Business and Employment Programs (the "City Programs") were modified by staff and the
Developer at the direction of City Council.

On June 17th, 2019, Kaiser Permanente (“Kaiser’) announced it will purchase the rights to
develop the Project from Developer for consolidation of its national and regional headquarters,
currently operating in seven separate office buildings — six of which are in downtown Oakland.
Kaiser will name its new headquarters “The Thrive Center.” This new information required a
revision of the Project’s economic and fiscal benefit prOJectlons included in the Agenda Report
to reflect the role of Kaiser as owner/user.
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The DDA term modifications are summarized in the table below. The revised term sheet is
included in this report as Attachment A

DDA Term Revisions

Term Sheet Section Initial Term Proposed Term Modification
Section 7: Close of | /tem 14: Site will be conveyed The Property will be conveyed upon
Escrow upon receipt of a letter from the receipt of a letter from the Building

Building Department indicating its | Department indicating Final
readiness to approve and issue Construction documents and all other
building permits. submissions required for a complete
Construction Permit package have
been received, including Bay Area
Rapid Transit (BART) approval of the
Basis of Design and a Final Parcel

Map.
Section 25: City If the Developer follows No cap on potential penaities for
Programs procedures to comply with City failure to meet City Programs.

Programs, penalties associated
with failure to meet goals will be
capped at $10 million.

Close of Escrow and Early Site Conveyance

Typical DDA terms require that a developer be ready to pull permits to begin construction before
land is conveyed. This protects the City from the land sitting idle if construction does not
commence, and avoids a lengthy repossession process should the developer default on the
DDA before a sale of property has been completed.

The revised term will allow site conveyance upon written confirmation by the City’s Building
Department that it has received a complete building permit application package including final
construction documents for all the phases of development (demolition, grading, foundation,
Mechanical, Engineering and Plumbing (MEP), superstructure, etc.), and including BART
approval of the basis of design for the proposed project. This will allow the Developer to pull
grading and demolition permits to begin sitework, while the lengthier review process of the
superstructure plans continues apace. The Developer estimates that this term modification will
reduce the construction schedule by 8 to 10 months, allow for earlier occupancy of the new
building by Kaiser and potentially move up the date for the collection of tax revenues by the
City.

Early conveyance adds some risk, however, as the Property must be merged with surrounding
parcels before building permits can be issued. Once the Property has been merged with the
Developer-owned properties to form one development site, the City will be unable to repurchase
the Property in the event of a default. However, the risk will be mitigated by a 100 percent
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completion guaranty from the Developer and other pre-conveyance requirements that the
Developer must satisfy prior to the sale of the Property as outlined in the term sheet.

Cap on Potential Penalties for Failure to Meet Small/Local Business Enterprise Programs
(“S/LBE”) Goals

The original term sheet allows for a $10 million cap on penailties if the Developer complies with
all procedures in compliance with the City Programs, but still fails to meet local contracting and
hiring goals. On a project of this size, with a construction budget of nearly $1 billion, penalties
for even a small percentage shortfall could add up to hundreds of millions of dollars. In
requesting this cap during negotiations, the Developer agreed to provide a $2 million
contribution to support the Oakland Workforce Development Board’s job training programs.

The City Council declined to cap penalties, however, because the City Program guidelines
provide a means to adjust contract and hiring goals to account for the Project’s unprecedented
size, and local labor and suppliers’ capacity to fulfill the Project’s demands. If the Developer
follows City Program procedures and works with Contracts & Compliance Division staff, meeting
the goals for the Project should be achievable.

Economic Benefits Projections

Some, but not all of Kaiser Permanente’s operations have nonprofit status, and are not subject
to property and business taxes. The nonprofit status applies to most of Kaiser's medical offices
and hospitals, but other branches of operations such as administration are not exempt from
property tax. Representatives from Kaiser Permanente have stated that as an administrative
headquarters, Kaiser will be subject to property taxes at the Thrive Center. A review of County
Assessor records indicates that Kaiser Permanente pays property taxes on the three downtown
Oakland buildings it owns and will sell once it takes occupancy of the Thrive Center. As the
Thrive Center is new construction, the property taxes generated per square foot of space will be
higher there than in Kaiser’s current offices.

An in-depth analysis of the effect of Kaiser's purchase and occupation of the Project on the
Project’'s economic benefits projections will take more time to fully develop. Preliminary analysis
indicates that benefits in the short-term will be $4.9 million to $7.9 million lower than projected in
the Agenda Report for Scheme A or B in Table 3 due to the fact that the City does not collect
business taxes from nonprofits. Annual taxes will still be approximately $5 million to $7.3 million
from this new development site. In addition, the long-term benefits of Kaiser making available
nearly 1 million square feet of existing downtown office space for repositioning in a competitive
market will likely result in a significant net fiscal and economic gain to the City. The City will
also realize the many benefits of retaining Kaiser’s long-term investment in Oakland as a major
employer and contributor to the local economy.
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Staff recommends that the City Council adopt an ordinance authorizing the City
Administrator to negotiate and execute a Disposition and Development Agreement and
related documents between the City of Oakland and W/L Telegraph Owner, LLC or a
related entity or affiliate (“Developer”) in a form and content substantially in conformance
with the terms described in the agenda packet.

For questions regarding this report, please contact Janice Lang, Urban Economic Analyst
IV, at 510-238-6430.

Respectfully submitted,

MARK SAWICKI
Director, Economic and
Workforce Development Department

Reviewed by:

Alexa Jeffress

Real Estate Managing Director, Economic and
Workforce Development Department

Jens Hillmer
Development Manager, Economic and
Workforce Development Department

Prepared by:
Janice Lang, UEA IV
Public/Private Development Division

Attachment (1):
Attachment A — Revised Term Sheet
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REAL ESTATE DISPOSITION AND DEVELOPMENT TERM SHEET
2100 TELEGRAPH DEVELOPMENT PROJECT

(Revised June 26, 2019)

1. | OWNER

City of Oakland (“City™)

2. | DEVELOPER

W/L Telegraph Owner, LLC a California limited liability
company (the “Developer™)

3. | PROPERTY

Approximately 1.66 acres of property in downtown Oakland that
1s within the block bounded by Broadway, 21st Street,
Telegraph Avenue, and 22nd Street, currently occupied by a
City-owned parking garage (as more particularly described on
Exhibit A).

4. | PROJECT DESCRIPTION

Based upon the final development scope and design, the Project

is anticipated to be constructed on the Property and on four
adjacent parcels owned by the Developer (“Developer Parcels™),
and a portion of 22nd Street (22nd Street fragment) (hereinafter
collectively referred to as the “Project Site”). Some or all of the
Developer Parcels, and the 22nd Street fragment, may be
reconfigured or combined with the Property pursuant to the
Subdivision Instruments, as such term is defined herein.

Developer obtained approval from the Qakland Planning
Commission, on July 18, 2018, of a Final Development Plan
(FDP), in the form of either a Scheme A or a Scheme B project.
Descriptions of the two FDPs are set forth in Exhibit C.

Consistent with the “Final Development Plan (“FDP”) — Scheme
A, dated June 20, 2018 attached hereto, the Project may consist
of an Office/Residential/Retail development including:
approximately 989,550 gross square feet of office (consisting of
approximately 880,500 gross square feet of office and 109,000
gross square feet of service and mechanical). The project also
includes a Residential Tower of approximately 373,750 gross
square feet (consisting of 356,750 sf of residential program and
17,000 square feet of service and mechanical). The project also
includes approximately 84,520 gross square feet of ground floor
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retail, approximately 18,500 gross square feet of community
space, with parking in the basement and the first three building
levels above the ground floor.

If developed, Scheme A shall include a minimum of 90% of the
gross square footage of each of the approved uses in the FDP.

Consistent with the “Final Development Plan (“FDP”’) — Scheme
B, dated June 20, 2018” attached hereto, the Project may consist
of an Office/Retail development including: approximately
1,600,000 gross square feet of office (consisting of
approximately 1,500,300 gross square feet of office and 92,300
gross square feet of service and mechanical space). The project
also includes approximately 68,300 gross square feet of ground
floor retail, approximately 20,735 gross square feet of
community space, with parking in the basement and the first
three building levels above the ground floor.

If developed, Scheme B shall include a minimum of 90% of the
gross square footage of each of the approved uses in the FDP.

Parking garage spaces shall be separately licensed or rented, and
not included in the tenants’ space rent.

S. | CONVEYANCE PRICE

The Conveyance Price will be $28 Million which is the market
value based on the appraised fair market value at highest and
best use.

The Conveyance Price for the Property shall be due and payable
in cash submitted into escrow 3 days before close of escrow, or
on such other terms as may be negotiated.

6. | DDA TERM AND TERMS OF
PAYMENT

1. The parties acknowledge that a Project of the scale proposed
will take considerable time to finance, market, prepare final
design and construction documents and build. As such,
Developer will have three (3) years to Close Escrow for the
conveyance of the Property for development of the Project
from the effective date of the DDA (the “Commencement
Period”). At Developer’s sole discretion, subject to there
being no default and Developer payment of the Extension
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Fee (see below), Developer may extend the Commencement
Period by up to four (4) additional one-year extensions (each
an “Extension”). Each Extension shall be exercisable no

early than 120 days and no later than 30 days prior to the
then existing expiration date of the Commencement Date.

2. Upon receipt of written notice of Developer’s exercise of

any eligible Extension, Developer shall pay an Extension
Fee of $300,000 for the first one-year Extension, $500,000,
for the second one-year Extension, $700,000 for the third
one-year extension, and $900,000 for the fourth one-year
extension (each an “Extension Fee”). Each Extension Fee
shall be non-refundable and non-applicable to the
Conveyance Price.

7. | CLOSE OF ESCROW:
STANDARD CONDITIONS

Developer will be required to satisfy the City’s standard
conditions of closing, as well as the following conditions
precedent, prior to the dates that will be set forth in the
Schedule of Performance, as conditions precedent to City’s
obligation to close escrow for the Conveyance (the “Close
of Escrow™):

1. Developer shall have obtained all discretionary land use
approvals from the City for the development of the Project,
including satisfaction of environmental review pursuant to
the California Environmental Quality Act (“CEQA™)
(collectively, the “Discretionary Approvals™);

2. Developer shall have submitted and secured City approval
(in its proprietary capacity) of the Design Development
Plans at the 50% completion stage for the Improvements
prior to the deadline stated in the Schedule of Performance.
Design Development Plans shall be based on the schematic
design plans for the Project and define and describe 50% of
all important aspects of the Project so that all that remains
is the formal documentation step of construction contract
documents. 50% Design Development Drawings shall
include, without limitation, the following components:

A site plan, floor plans, a roof plan, exterior elevations,
interior design, building sections, reflected ceiling plan,
enlarged floor plans and sections (as applicable), structural
drawings, mechanical drawings, plumbing drawings,
HVAC drawings, electrical drawings, specification outline,
technical specifications, tabulation of areas, an updated
itemized statement of probable construction costs
(appropriate amounts for contingency and inflation shall be
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included) broken down by trade, landscape design, and a
schedule for construction.

3. Developer shall have provided the City with a copy ofthe |

contract with the general contractor(s) with a budget
showing the total hard construction costs for the Initial
Improvements consistent with the Budget and based on the
Final Development Plans (the “General Contract”) and
requiring compliance with the City’s Local Business and
Employment programes,.

4. Developer shall have provided the City with an itemized

budget for the development of the Improvements
(including all hard and soft costs) showing all construction-
related and non-construction-related costs including the
funding sources for each item, which budget shall be based
on the Final Construction Documents and the General
Contract (the “Budget”).

5 Developer shall have provided an itemized operating budget

and 20-year cash flow statement demonstrating project
financial feasibility. The operating budget must include a
full rent schedule, and reasonable replacement and
operating reserves. Operating expenses shall include all
customary and reasonable operating expenses, and include
Common Area Maintenance charges. If the lease structure
is a NNN lease, in which the tenant or lessee is responsible
for paying a portion of all operating and common expenses
related to the leased property in addition to base rent, then
the Developer shall itemize said NNN items that will be the
responsibility of the tenant/lessee.

6. Developer shall have identified fully committed debt and

equity funds equal to 100% of the Budget. Funds from
equity contributions will be evidenced by the corporate
documents requiring the applicable equity partner(s) to
fund any remaining equity contribution upon the Close of
Escrow. Funds from secured or unsecured debt will be
evidenced by a binding loan agreement indicating the
availability of requisite funds.

7. Developer shall have provided the City with a financial

statement for Developer compiled by an outside,
independent accountant in a form reasonably acceptable to
the City evidencing sources of capital sufficient to fund the
Developer equity identified in Item (8) above and to
provide the Guaranty referenced in Item (10) below.
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8. Developer shall have provided the City with a completion

guaranty (“Guaranty”) substantially in the form attached to
the DDA as described in Section 29, approved by the City.

9. Developer shall have provided evidence of required

10.

11.

12.

13.

14.

insurance.

There is no third-party litigation challenging the Project or
the City’s authority to sell the Property.

Developer has provided the City with the formation
documents of the entity taking possession of the land and
evidence that such entity has a current City business
license.

Developer has provided evidence that the BART Structural
Design Review Team has approved the Basis of Design for
the structural plans for the Project, including but not
limited to all project foundation systems that must
accommodate the existing BART facility during the project
construction phase as well as upon project completion.

Developer shall have submitted Final Construction Plans
(100% Construction Drawings) for the Improvements and a
Guaranteed Maximum Price contract from a General
Contractor. Construction Plans shall include Demolition
Plans and Foundation Plans. Final Construction Plans shall
include, without limitation (each to the extent applicable to
any cold-shell portions of the Initial Improvements), a final
site plan, final floor plans, a final roof plan, final exterior
elevations, final interior design and building sections, final
reflected ceiling plan, final enlarged floor plans and
sections (as applicable), final structural drawings, final
mechanical drawings, final plumbing drawings, final
HVAC drawings, final electrical drawings, final
specification outline, final technical specifications, final
tabulation of areas, an updated itemized statement of
probable construction costs (appropriate amounts for
contingency and inflation shall be included) broken down
by trade, civil and landscape design, and a schedule for
construction.

Developer shall have secured a letter from the Building
Department indicating Final Construction documents and
all other submissions required for a complete Construction
Permit package have been received, including BART
approval of the Basis of Design.

The receipt of said letter for this purpose does not presume
or imply final acceptance or approval of the Construction

020888.000115486527.1 020888.000115467936.2

Permit package by the City of Oakland, which reserves its

5




right and authority to require modifications, additions or
corrections consistent with its authority under applicable
development regulations prior to permit issuance.

15. Developer shall have provided evidence that it has (a)
secured lease commitment letters from or entered into
leases with qualified tenants for at least fifty (50) percent
of the leaseable area in the Project, or (b) if the Project is a
speculative development, provide evidence that full Project
financing is available from bonafide lenders and equity
partners acceptable to the City.

16. Developer shall have satisfied Condition of Approval 19
for its PUD addressing the 22nd Street right of way.

17. Developer is not in default of its obligations under the
DDA.

18. Developer and City shall execute a lease of the City
Parking Garage on the terms set forth in Section 10, unless
construction will commence within 60 days of the close of
€SCTOW.

Once all the conditions above are met, Escrow shall close 30
days thereafter and Commencement of Construction shall
commence not later than 180 days after Close of Escrow.

Commencement of Construction is defined as:

(a) Demolition of all existing structures on the Project
Site.

(b) Start of Excavation and Remediation of all
Hazardous Materials present on the Project Site.

8. | DEPOSIT

Upon executing the DDA, Developer will provide a good faith
Deposit equal to $500,000. Per #6 above (DDA Term and
Terms of Payment), additional deposit payments will be due for
each of the four DDA term extensions, if exercised by
Developer. If Developer fails to fulfill the conditions or meet the
obligations set forth in the DDA, City may retain the Deposit as
liquidated damages. Prior to close of escrow, City’s sole remedy
shall be to terminate the DDA and retain the good faith Deposit.
Upon Close of Escrow, the deposits will be applied to the Purchase
Price.

9. | NOTICE AND CURE

There will be a 90-day notice and cure process for any non-
monetary default under the terms of the DDA. After the notice
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is given to Developer, Developer has 30 calendar days to
respond and 30 calendar days to commence cure for any such
default, and the cure period will be extended if the default

cannot reasonably be cured within such 30-day period and the
Developer has commenced and is proceeding diligently with
efforts to cure the default; subject, however, to a maximum cure
date deadline of 90 days after City gives Developer notice of a
default. The City, in its proprietary capacity, shall cooperate
with Developer regarding any City approvals (e.g. permitting)
necessary to cure a default.

There will be a 15-day notice and cure process for any monetary
default under the DDA, including but not limited to payments of
the Extension Fee, Deposits and the Conveyance Price. After
the notice is given to Developer, Developer has 15 calendar days
to cure any such default.

10. | EXISTING CITY PARKING
GARAGE

The parties acknowledge the Property includes an existing,
operating 350-space City-owned public Parking Garage. From
the date of Closing until thirty days prior to the Commencement
of Construction, the City shall have the right to operate the

‘Parking Garage pursuant to a lease from Developer on the terms

set forth herein (“Garage Lease”).

City shall be responsible for all management, operation,
maintenance, security, cost and liability from the City Parking
Garage. The City shall retain all responsibility for insurance of
the City Parking Garage and shall indemnify and hold Developer
harmless from any liability regarding the City Parking Garage
for the term of the Garage Lease.
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Developer agrees to lease the City Parking Garage to the City for
$1 per year at the Close of Escrow, terminable upon notice by
Developer at least 30 days prior to Commencement of

Construction. City shall retain all net revenues generated by the
operation of the City Parking Garage, except for reimbursement
of Property Taxes attributable to the Parking Garage and paid by
Developer during the term of the Garage Lease. City shall
assume all liability connected to the City Parking Garage during
the term of the Garage Lease.

11. | DPEFAULT REMEDIES

The parties acknowledge that each year of delay of Project
completion will cause the City significant losses of annual taxes
and assessment revenues that the Project would otherwise
generate. Therefore, in the event of an uncured Developer
default prior to the Commencement of Construction on such date
as indicated on the attached Schedule of Performance, City shall
have the following default remedies:

e At the close of escrow, Developer shall provide a four
million dollar ($4,000,000) letter of credit that the City
may draw upon in the event of a default, with a two
million dollar ($2,000,000) draw in the first year of the
default, and an additional five hundred thousand dollar
($500,000) draw each subsequent year of default up to a
total of five (5) years.

e Specific Performance
e Completion Guaranty
e Reconveyance rights to be negotiated.

e All other remedies available under law and equity

12. | SCHEDULE OF
PERFORMANCE

Construction shall commence within 180 days of Close Of
Escrow. See Attached Exhibit D Schedule of Performance.

13.| OFF-SITE IMPROVEMENTS/
PERMIT CONDITIONS

Developer to be responsible for the costs of required off-site
physical infrastructure (e.g., right-of-way, sewer, storm water)
improvements and all other permit conditions required to be
satisfied in connection with the Regulatory Approvals.
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14.| TITLE INSURANCE

Developer to secure title insurance policy, if desired, at its own
cost and expense.

15.| CLOSING COSTS

Developer to pay all escrow fees and closing costs including,
without limitation, City and any other county transfer taxes.

16.| 22ND STREET RIGHT OF
WAY

Developer shall have satisfied Condition of Approval 19 for its
Planned Unit Development addressing the 22nd Street right of
way.

17.| CONDITION OF PROPERTY
AT DELIVERY

Developer to take the Property in its “as-is” condition subject to
Sections 18 and 19, and the covenants described in Section 23.

18.| GARAGE DEMOLITION

The City shall hold in escrow a portion of the Conveyance Price
inan amount not to exceed $3.7 million , which is the
Developer’s estimated cost to demolish the existing City parking
garage on the Property.

Prior to the Close of Escrow, as indicated in the Schedule of
Performance and prior to incurring any demolition costs in
connection with the City Garage, the Developer shall make
available to the City for review and approval the proposed scope,
method and budget for demolition of the garage which shall be
the basis for determining the escrow hold back amount
referenced above. Developer shall be reimbursed for demolition
costs up to the amount held in escrow for that purpose upon
submission to the City of invoices and other supporting
documents for actual costs of City garage demolition.

19. | ENVIRONMENTAL
REMEDIATION

Environmental Notice. The City hereby gives notice to the
Developer that, to the best of its knowledge and relying on
analysis performed by its environmental consultants, there are no
Hazardous Materials present on or beneath the Property other
than those set forth in those environmental assessments and
reports attached as Exhibit B. Developer agrees to accept the
Property “as is” in its current condition without Warranty,
express or implied, by the City with respect to the presence of
hazardous materials known or unknown on or near the Property.
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Notwithstanding the foregoing, City shall hold a portion of the
Conveyance Price, not to exceed $1.9 million in escrow to be
credited back to Developer for the Incremental Remediation

Costs incurred by Developer during the construction of the
Project for Environmental Remediation , if any, required by a
regulatory order. "Incremental Remediation Costs" shall mean
the incremental construction, removal and disposal costs
required and reasonably incurred by the Developer, consistent
with technical and professional standards related to
environmental remediation and approved by City, that would not
have been incurred by Developer but for the completion of the
Environmental Remediation necessary to satisfy any such
regulatory order. |

Incremental Remediation Costs include but are not limited to,
expenses associated with: development of Remediation plans
and securing regulatory approval for such plans, the
implementation of such Remediation plans, additional
investigation and analysis, compliance with regulatory agency
notification requirements, compliance with applicable public
notification requirements, removal of underground hazardous
materials storage tanks and associated pipes, special handling
and disposal of excavated soils classified as hazardous waste
treatment and special disposal of displaced groundwater
classified as hazardous waste, and abatement or removal of any
Hazardous Materials. Without limiting the Agency’s right to
otherwise reject ineligible remediation requests, Incremental
Remediation Costs shall not include any of the following: (1)
the cost of excavation and construction of the Initial
Improvements including, without limitation, shoring and
excavation, soil removal and de-watering as necessary to
develop such Initial Improvements, assuming that remediation
was not required; (2) any legal costs, whether In House or
outside counsel; (3) any Developer overhead, administrative or
staff costs; (4) any costs associated with regulatory negotiations
undertaken without the City’s knowledge and prior written
approval; and (5) unless previously approved by the City, the
costs of any environmental insurance.

Prior to the Close of Escrow, as indicated in the Schedule of
Performance and prior to incurring any Incremental Remediation
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Cost in connection with the Project, the Developer shall make
available to the City and its environmental consultants for
review and approval, the proposed scope, method and budget for

remediation of Hazardous Materials, which shall be the basis for
determining the escrow hold-back amount referenced above.

20.

INDEMNIFICATION

The parties agree to provide standard commercial hold harmless
and defend provisions to the other, including each entity’s
employees, City Councilmembers, officers, directors,
shareholders, partners and agents. City and Developer to
negotiate the various levels of indemnification as part of the
DDA.

21.

SITE MAINTENANCE

Upon Close of Escrow, Developer is responsible for all
maintenance of the Property, except during the lease-back period
of the City Parking Garage under Section 10 above.

22,

NO COMMISSION

City shall not pay or be liable for any commissions or brokerage
fees. City/Developer shall hold harmless and defend
City/Developer against any claims for commissions or brokerage
fees.

23.

SIGNAGE

Developers may not install or place signage on any existing City
street on the Property or the public corridor. Developer may
install and place signage on the remaining Property (including
the Developer Parcels) in compliance with City codes, or other
applicable codes or regulations.

24,

STANDARD OF PROPERTY

Provided City covenants the Property is transferred in a
condition not in violation of the City’s Blight Ordinance and
following transfer of title, Developer to maintain the Property
and Project in first-class condition and will ensure at no time
does the Property violate the City Blight Ordinance.

25.

CITY PROGRAMS &
COMMUNITY BENEFITS

Developer shall make best efforts for a Project Labor
Agreement.

Developer shall comply with City’s contracting and hiring
programs including:
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e the City’s 2012 Local and Small Local Business
Enterprise Program (“SLBE Program,” attached as
Attachment (TBD)), which includes the City’s Local

Employment Program and Oakland Apprenticeship
Program,;

e Payment of Prevailing Wages;

e The City’s Equal Benefits Ordinance;

e The City’s Living Wage Ordinance:

e Payment of a $2 million contribution to the City’s
workforce development program; and

e Provision of community space at below market rate rent
(defined as 50% of market rate for such space) for
tenants such as arts organizations, gallery/exhibit uses
and nonprofits, and/or similar organizations
(approximately 18,500 square feet under Scheme A or
approximately 20,700 square feet under Scheme B).
Developer shall submit documentation annually to City
to verify that community space continues to be leased at
50% of then current market rate for such space.

The Developer or future owners of the Project shall apply the
City’s Local Employment Program to Project operations (i.e.
property management, maintenance, engineering, parking
operations, etc.) for new jobs (that is, jobs not filled by such
owner’s existing employees) for five years from the date of
occupancy.

26.| PERFORMANCE AND
PAYMENT BONDS

Developer shall obtain performance and payment bonds, in the
amount of 100% of the hard costs of construction of the Project
pursuant to the Construction Contract to be executed by
Developer.

27.| RIGHT OF ENTRY

Developer to have the right to enter onto the Property prior to
transfer to conduct any investigation, testing, appraisals and
other studies, at Developer’s cost, required as part of its due
diligence.
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28.| FINANCING The DDA will include an objective standard (experience, size,
etc.) of what an “Approved Lender” is, subject to administrative
approval. The DDA will be subject to customary mortgagee
protections for any construction financing.

29. | PERMITTED TRANSFERS Developer may not sell, convey, assign, transfer, alienate or

otherwise dispose of all or any of its interest or rights in this
Agreement, including any right or obligation to acquire an
interest in the Site, Construct the Improvements or otherwise do
any of the above or make any contract or agreement to do any of
the same (each a “Transfer”), without in each instance
obtaining the prior written approval of City Administrator,
which approval may not be unreasonably withheld or
conditioned but may include seeking approval by City Council.
Developer acknowledges and agrees that any Transfer approved
hereof shall not include a separately negotiated development
agreement, the transferability of which shall be subject to the
terms of any such development agreement and law.

(1) In the case of any Transfer, the required experience of any
transferee shall consist of the following (a “Qualified
Transferee”):

(a) A successful track record in developing and operating
at least two (2) large, complex commercial projects;

(b) Experience with complex projects that included
identifying and securing all necessary approvals and tenants, and
managing the construction process;

(c) Demonstrated ability to operate and maintain real
estate projects and meet development goals;

(d) Proven ability of transferee to possess or attract equity
and debt capital for projects similar in scope and cost to the
proposed Project as evidenced by:

(1) Financing of comparable projects;

(i1) Access to sufficient debt and equity for the
proposed Project, including submission of audited

020888.0001\5486527.1 020888.0001\5467936.2
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financial statements for the last three (3) years
preceding the contemplated Transfer

(111) On-going relationships with lenders and investors.

Or (i1) with the prior written approval of City Administrator,
which approval may not be unreasonably withheld or
conditioned, but may include seeking approval by City Council,
if the Transfer is to an owner/user who intends to occupy the
building upon completion and if a developer that meets the
requirements of a Qualified Transferee is the Development
Manager for the Project. Any change of the Development
Manager during the Construction Period must be approved in
writing by the City Administrator on the same terms.
Development Manager means the entity that is in charge, either
because it is the Developer of the Project or has a contract with
the Developer to oversee the development, construction and
leasing of the Project.

30.

COMPLETION GUARANTY

At Close of Escrow, Developer to provide City a commercially
reasonable Completion Guaranty for one hundred percent (100%)
of the Project Costs of the Project, less the pre-development costs
already spent, a form of which will be attached to the DDA. The
guarantor must be a financially strong person or entity with
significant assets which, at a minimum, must include having a net
worth of at least forty percent (40%) of estimated project costs as
set forth in the approved Project Development Budget (“Project
Costs™), not including any amounts invested by the Guarantor in
the Developer or Project. In lieu of documenting the required net
worth, the Guarantor may provide the City with a letter of credit,
consistent in form and substance with a “Form of Guaranty”
included as an attachment to the DDA, from a financial institution
approved by the City, in an amount equal to forty percent (40%) of
Project Costs, and which shall be automatically renewable until
Developer completes construction.

31.

SUBDIVISION
INSTRUMENTS

City (in its proprietary and not regulatory capacity) and the
Developer will cooperate in the preparation of a planned unit
development, preliminary and final development plan(s), a
development agreement with a term of at least eight years, vesting

020888.000115486527.1 020888.000115467936.2
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tentative map and final map, and possibly a condominium plan,
variance, and encroachment permit (collectively, the “Subdivision
Instruments™); all at the Developer’s sole cost and expense.

Within the non-residential portion, two air space parcels will
consist of: (1), the Retail podium and (2) the Office Building. It is
expected that the private parking will be part of a Retail or Office
Tower parcel but could be a third parcel. A residential parcel
could be a fourth parcel (with residential condominiums).
Regulatory approval of a vesting tentative parcel map shall be a
precondition to the City’s obligation to convey the Property and to
the Developer’s obligation to purchase the Property.

32.| PARKING OPERATIONS

Developer shall offer parking spaces to the public as part of the
Project’s overall parking at least 130 parking spaces under Scheme
A or at least 200 parking spaces under Scheme B. Developer shall
increase the amount of public parking spaces to 350 on evenings
after 6 P.M. to help accommodate patrons of the Paramount
Theatre during performances at the Theatre. Developer shall use
best efforts to enter into a Parking License agreement with the
Paramount Board of Directors for said parking spaces.

33.| DOCUMENT PREPARATION
FEES

Developer acknowledges and agrees that City may engage, in its
sole discretion, outside counsel to assist with expedited preparation
of the DDA, after Council formally has approved the Term

Sheet. City estimates that such amount shall approximate $50,000
and shall inform Developer if billings are anticipated to exceed
such amount. Developer shall reimburse the City for such legal
fees within 30 days of receipt of monthly billing statements from
City to Developer.

020888.000115486527.1 020888.0001\5467936.2
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HEALTH AND ENVIRONMENT

Developer (and City, where applicable) will comply with
the following:

Public Information: The City shall share information
with the public regarding past soil testing and
remediation and the existing requirements for truck
routes surrounding the site to those living in the
surrounding area as part of the community engagement
process;

Trees: Project must incorporate and maintain trees on
the site and adjacent street frontage (as specified by
Oakland Municipal Code Chapter 17.124); there must be
a net tree increase, so that trees that are cut must be
replaced;

Renewable Energy: Project must consider on-site
renewable energy infrastructure such as solar, wind,
geothermal, or biomass with production capacity of at
least 5% of the Project's annual electrical and thermal
energy cost;

Solar: Project must consider on site solar panel
installation, taking into consideration the approved
design of the Project, including, but not limited to,
applying for grant or subsidy programs when available;

Low-VOC Paints: Project must use low-VOC paints;

Indoor Air Quality: Project must incorporate measures
to improve indoor air quality and reduce exposure to air
pollution. Air Filtration: Project must install air
filtration systems as economically feasible.

020888.0001\5486527.1 020888.0001\5467936.2
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OAKLAND CITY COUNCIL
ORDINANCE NO. C.M.S.

AN ORDINANCE AUTHORIZING THE CITY ADMINISTRATOR TO
NEGOTIATE AND EXECUTE A DISPOSITION AND DEVELOPMENT
AGREEMENT (“DDA”) AND RELATED DOCUMENTS BETWEEN THE
CITY OF OAKLAND AND W/L TELEGRAPH OWNER, LLC OR A
RELATED ENTITY OR AFFILIATE (“DEVELOPER”) IN A FORM AND
CONTENT SUBSTANTIALLY IN CONFORMANCE WITH THE TERMS
DESCRIBED IN THE AGENDA PACKET

WHEREAS, the City of Oakland (the "City") owns approximately 1.66 acres of
property located at 2100 Telegraph Avenue (the "Property"), which is improved with a
two-story public parking structure that includes 351 parking spaces (the "City Garage"),
and

WHEREAS, the City acquired the Property from the Oakland Redevelopment

Successor Agency (“ORSA"), successor agency to the Redevelopment Agency of the
City of Oakland; and

WHEREAS, ORSA approved the Revised Long-Range Property Management
Plan (“LRPMP”) pursuant to Resolution No. 2014-004 C.M.S., dated May 20, 2014, and
the City approved the LRPMP pursuant to Resolution No. 84995, dated May 20, 2014,

which provided for the transfer of the Property to the City as a future development parcel;
and

WHEREAS, the California Department of Finance (“DOF”) approved the LRPMP
on May 29, 2014, and ORSA conveyed the Property to the City on October 15, 2014, and

WHEREAS, on March 26, 2015, pursuant to Resolution No. 85220 C.M.S., dated
October 21, 2014, the City -and TB2 Retail Complex, LLC (“TB2"), a limited liability
company comprising the Strategic Urban Development Alliance ("SUDA") and Hensel
Phelps Construction Company ("HPCC"), executed an Exclusive Negotiation Agreement
(“ENA”) for development of a mixed-use project on the Property; and

WHEREAS, on July 5, 2016, the City Council adopted Resolution No. 86267
C.M.S., authorizing (1) an assignment of the ENA from TB2 to W/L Telegraph Owner,
LLC (“WI/L"), or one of its affiliates, a joint venture partnership between TB2 and Lane
Partners/Walton Street Capital LLC, to evaluate the feasibility and negotiate the terms for




development of a mixed-use office/retail project including alternatives with a residential
component and/or replacement of public parking currently on the Property (the “Project”);

and(2)anamendment of the ENAtG extend the ENAterm from 24 to 30 months; or from™—

October 271, 2076 to April 271, 2017, with an administrative opfion to extend the ENA term
by an additional six months from April 21, 2017 to October 21, 2017, while also extending
certain performance deadlines; and

WHEREAS, on April 21, 2017, a second amendment to the ENA was executed,
through the six-month admlnlstratlve option to extend the ENA term to October 21, 2017,
and

WHEREAS, on October 17, 2017, the City Council adopted Resolution No. 86938
C.M.S. authorizing a third ENA amendment to extend the ENA term by another 12 months
to October 21, 2018, with an administrative option to extend by an additional six months.
At Developer's request, the City Administrator approved the optional six-month extension,
and issued an extension letter setting the termination date to April 21, 2019; and

WHEREAS, on July 18, 2018, the City Planning Commission approved alternative
proposed development projects (referred to in the Planning Commission approval as the
2100 Telegraph Avenue Project”), which included adoption of California Environmental
Quality Act ("“CEQA”") findings, certification of the Environmental Impact Report (“2100
Telegraph Avenue Project EIR”), rejection of alternatives as infeasible, Statement of
Overriding Considerations, and Standard Conditions of Approval/Mitigation Monitoring
and Reporting Program, all of which are relied upon herein; and

WHEREAS, on April 16, 2019, the City Council adopted Resolution No. 87634
C.M.S. authorizing a fourth ENA amendment to further extend the ENA term by six
months to October 21, 2019 to finalize negotiation of a Disposition and Development
Agreement (“DDA”) term sheet (the “Term Sheet”); and

WHEREAS, an October 2018 appraisal conducted by Yovino Young conciuded
that the fair market value of the land is $28 million, assuming a clear site free of hazardous
material; and

WHEREAS, the site is improved with a two-story parking structure and has
contaminated soil conditions; and

WHEREAS, the City Council adopted Resolution No. 85324 in December 2014 to
establish a general policy to lease rather than sell City property; and

WHEREAS, staff recommends a sale of the Property instead of a ground lease
because a sale is necessary to promote the economic development of the Property for
reasons set forth in the Agenda Report for this item; and

WHEREAS, staff has negotiated a Term Sheet for a DDA with Developer which
sets forth the terms and conditions of the sale of the Property to Developer for
development of the Project and the use of the Property by Developer; and




WHEREAS, the City has prepared and placed on file a summary of the transaction
contemplated by this Ordinance as required by California Government Code Section

o 522017("52201 Report”), and the City has conducted a noticed public hearing on the

fransaction as required by Government Code Secfion 52207; and

WHEREAS, a public hearing of the City Council was held to hear public comments
on the sale of the Property to the Developer or affiliated entity for the Project; and

WHEREAS, notibe of the time and place of the public hearing was given by
publication in a newspaper of general circulation in Alameda County at least once a week
for at least two successive weeks prior to the public hearing; and

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF OAKLAND DOES
ORDAIN AS FOLLOWS:

SECTION 1. The City Council hereby finds, pursuant to Resolution No. 85324 .
C.M.S., that it is in the best interests of the City to sell rather than lease the Property for
the reasons described in the Agenda Report for this item, and hereby authorizes the
conveyance of the Property to the Developer pursuant to the terms of the documents
described in Section 9 hereof for the price of $28 million.

SECTION 2. The City Council hereby finds and determines, that the sale of the
Property is for economic development consistent with the DOF- approved LRPMP and is
not subject to the Surplus Lands Act.

SECTION 3. The City Council hereby finds that up to $3.7 million of the land
conveyance price received by the City shall be held back in escrow to reimburse the
Developer for demonstrable costs associated with demolition of the City garage.

SECTION 4. The City Council hereby finds that up to $1.9 million of the land
conveyance price received by the City shall be held back in escrow to reimburse the
Developer for demonstrable costs associated remediation of contaminated soil conditions
on the Property.

SECTION 5. The City Council hereby authorizes the City Administrator to deposit
net proceeds from the sale of the Property, ranging from approximately $22 million to $27
million, extension fees up to $2.5 million, deposits, liquidated damages and default
payments generated by the Project into the Central District TA Bond Fund 2009T (Fund

5613), Central District Organization (85245), with a Project to be determined for future
allocation.

SECTION 6. The City Council hereby authorizes the City Administrator to accept
and deposit a Developer one-time contribution of $2 million to support workforce
development activities into the Miscellaneous Trust, Donations and Endowments Fund
(Fund 7999), Workforce Development Organization (Org. 85311), with Projects to be
determined for future allocation.



SECTION 7. The City Council, pursuant to Oakland Municipal Code Section
2.42.170(A), hereby waives a competitive Notice of Development Opportunity (‘NODO")

process for development of the site, and finds and determines that disposition of the

Property through a sole source method, and not a competifive NODO process, is in the
best interest of the City because Developer has the experience, capacity and other
qualifications, as well as demonstrated interest-in developing a project on the site to
achieve the City's goals for development of the Property, and that disposition through a
competitive NODO process would have been impractical because it would take
considerable City resources to undertake a NODO process to identify a Developer with
experience and qualifications similar to those already offered by Developer.

SECTION 8. The City Council hereby finds and determines the following, based
on the appraisal conducted by Yovino Young in October 2018, the 52201 Report and the
entirety of the record described in Section 9 below:

A. The sale of the Property will assist in the creation of economic opportunity;

B. The consideration for the sale of the Property is not less than the fair market
value at its highest and best use and will support the City’s economic
development goals which include:

o Creating and expanding employment opportunities, including
approximately 690 construction jobs and 7,200 permanent jobs; and

* Increasing tax revenues to the City by approximately $15 million per
year, and one-time impact fees of approximately $22 million.

SECTION 9. The City Council hereby authorizes the City Administrator or his/her
designee, without returning to the City Council, to negotiate and execute: (1) a DDA and
related documents with the Developer, for the sale and development of the Property, all
of the foregoing documents to be in a form and content substantiaily in conformance with
the Term Sheet attached as Exhibit A to this Ordinance; (2) a grant deed(s) and any other
agreements or documents as necessary to convey the Property to the Developer; (3)
such other additions, amendments or other modifications to any of the foregoing
documents that the City Administrator, in consultation with the City Attorney’s Office,
determines are in the best interests of the City, do not materially increase the obligations
or liabilities of the City, and are necessary or advisable to complete the transactions
contemplated by this Ordinance, to be conclusively evidenced by the execution and
delivery by the City Administrator of any such amendments; (4) such other documents as
necessary or appropriate, in consultation with the City Attorney’s Office, to facilitate the
sale and development of the Property in order to consummate the transaction in
accordance with this Ordinance, or to otherwise effectuate the purpose and intent of this
Ordinance and its basic purpose.

!



SECTION 10. All agreements associated with the conveyance of the Property and
completion of the Project shall be reviewed and approved as to form and legality by the

~ Office of the City Attorney prior to execution by the City, and shall'be placed on file with

the City Clerk.

SECTION 11. The City Council hereby authorizes the City Administrator or his or
her designees to (1) determine satisfaction of conditions precedent under the DDA to the
conveyance of the Property, and (2) take whatever action is necessary with respect to the
conveyance of the Property and completion of the Project consistent with this Ordinance
and its basic purposes.

SECTION 12. The City Council hereby finds and determines that the anticipated
environmental effects of the Project have been evaluated in the 2100 Telegraph Avenue
Project EIR and, as supported by substantial evidence in the record, no additional
environmental analysis is needed. As specified in the CEQA Guidelines, including,
without limitation, Public Resources Code Section 21166 and CEQA Guidelines Sections
15162 or 15163 (1) there are no substantial changes proposed in the Project or the
circumstances under which the Project is to be undertaken that would involve new
significant environmental effects or a substantial increase in the severity of previously
identified significant effects, and (2) there is no “new information of substantial
importance,” as defined in CEQA Guidelines Section 15162(a)(3).

SECTION 13. The record before this Council relating to this Ordinance includes,
without limitation, the following:

A. All staff reports, decision letters and other documentation and information
produced by or on behalf of the City, including without limitation the
Planning Commission Report and all notices relating to this Ordinance and
the DDA,

B. All oral and written evidence received by City staff and the City Council
before and during the consideration of this Ordinance, including without
limitation the Planning Commission consideration of general plan
conformity; ’

C. The 52201 Report; and

D. All matters of common knowledge and all official enactments and acts of
the City, such as (1) the General Plan; (2) the Oakland Municipal Code,
without limitation, the Oakland real estate regulations; (3) the Oakland
Planning Code; (4) other applicable City policies and regulations; and (5) all
applicable state and federal laws, rules and regulations.

SECTION 14. The recitals contained in this Ordinance are true and correct and
are an integral part of the Council’s decision.




SECTION 15. If any section, subsection, sentence, clause or phrase of this
Ordinance is for any reason held to be invalid or unconstitutional by decision of any court
———of-competent- Junsdlctlon such—decision—shall-not-affect-thevalidityof the-remaining
- ————portionsof the" —The City Councilhereby declares that it would have passed this
Ordinance and each section, subsection, clause or phrase thereof irrespective of the fact
that one or more other sections, subsections, clauses or phrases may be declared invalid
or unconstitutional.

SECTION 16. This ordinance shall become effective immediately on final
adoption if it receives six or more affirmative votes; otherwise it shall become effective
upon the seventh day after final adoption.

IN COUNCIL, OAKLAND, CALIFORNIA,
PASSED BY THE FOLLOWING VOTE:

AYES - FORTUNATO BAS, GALLO, GIBSON MCELHANEY, KALB, REID, TAYLOR, THAO AND
PRESIDENT KAPLAN
NOES -

ABSENT -
ABSTENTION —

ATTEST:

LATONDA SIMMONS
City Clerk and Clerk of the Council of the City of
Oakland, California

Date of Attestation:




NOTICE AND DIGEST

AN—ORDINANCE "AUTHORIZINGTHE ~CITY "ADMINISTRATOR TO
NEGOTIATE AND EXECUTE A DISPOSITION AND DEVELOPMENT
AGREEMENT (“DDA”) AND RELATED DOCUMENTS BETWEEN THE
CITY OF OAKLAND AND W/L TELEGRAPH OWNER, LLC OR A
RELATED ENTITY OR AFFILIATE (“DEVELOPER”) IN A FORM AND
CONTENT SUBSTANTIALLY IN CONFORMANCE WITH THE TERMS
DESCRIBED IN THE AGENDA PACKET

This Ordinance authorizes the disposition of property at 2100 Telegraph Avenue to W/L
Telegraph Owner, LLC or a related entity or affiliate ( “Developer”) to merge the property
with surrounding parcels and create a site for the development of a project referred to as
the “Eastline Project,” which has planning approvals for two development scenarios:

Scheme A: Up to 989,550 gross square feet of office, a 395-unit residential tower
(374,000 square feet), 84,520 gross square feet of ground floor retail, 18,500 gross

square feet of community space offered at below-market rents, with four levels of
parking; or

Scheme B: Up to 1,600,000 gross square feet of office, 68,300 gross square feet
of ground floor retail, 20,735 gross square feet of community space offered at
below-market rents, with four levels of parking.

This Ordinance authorizes the City Administrator to sign the Disposition and Development
Agreement (“DDA”) with Developer for this transaction, and makes associated findings
with respect to the California Environmental Quality Act (“‘CEQA”) and other matters.



Redline of Original as amended June 25,2019 in CED Committee

APPROVED AS TO FORM AND LEGALITY

~ OAKLAND CITY COUNCIL
ORDINANCE NO. | C.M.S.

AN ORDINANCE AUTHORIZING THE CITY ADMINISTRATOR TO
NEGOTIATE AND EXECUTE A DISPOSITION AND DEVELOPMENT
AGREEMENT (“DDA”) AND RELATED DOCUMENTS BETWEEN THE
CITY OF OAKLAND AND W/L TELEGRAPH OWNER, LLC OR A
RELATED ENTITY OR AFFILIATE (“DEVELOPER”) IN A FORM AND
CONTENT SUBSTANTIALLY IN CONFORMANCE WITH THE TERMS
DESCRIBED IN THE AGENDA PACKET

WHEREAS, the City of Oakland (the "City") owns approximately 1.66 acres of
property located at 2100 Telegraph Avenue (the "Property"), which is improved with a
two-story public parkmg structure that mcludes 351 parking spaces (the "City Garage");
,and

,WHEREAS-, the City acquired the Property from the Oakland Redevelopment
Successor Agency (“ORSA"), successor agency to the Redevelopment Agency of the
City of Oakland; and

» WHEREAS, ORSA approved the Revised Long-Range Property Management
Plan (“LRPMP”) pursuant to Resolution No. 2014-004 C.M.S., dated May 20, 2014, and
the City approved the LRPMP pursuant to Resolution No. 84995 dated May 20, 2014,
which provided for the transfer of the Property to the City as a future development parcel
and

WHEREAS, the California Department of Finance (“DOF”) approved the LRPMP
on May 29, 2014, and ORSA conveyed the Property to the City on October 15, 2014; and

WHEREAS, on March 26, 2015, pursuant to Resolution No. 85220 C.M.S., dated
October 21, 2014, the City and TB2 Retail Complex, LLC (“TB2”), a limited liability
company comprising the Strategic Urban Development Alliance ("SUDA") and Hensel
Phelps Construction Company ("HPCC"), executed an Exclusive Negotiation Agreement
~ (“ENA”) for development of a mixed-use project on the Property; and

~ WHEREAS, on July 5, 2016, the City Council adopted Resolution No. 86267
C.M.S., authorizing (1) an assignment of the ENA from TB2 to W/L Telegraph Owner,
LLC (“WIL"), or one of its affiliates, a joint venture partnership between TB2 and Lane
Partners/Walton Street Capital LLC, to evaluate the feasibility and negotiate the terms for




development of a mixed-use office/retail project including alternatives with a residential
—.component.and/or- replacement -of public.parking.currently.on.the_Property.(the P ”

rOctober 21, 2016 to Aprll 21 2017 W|th an admlnlstratlve optlon to extend the ENA term
by an addltlonal six months from April 21, 2017 to October 21, 2017, while also extendlng
certain performance deadlines; and

WHEREAS, on April 21, 2017, a second amendment to the ENA was executed,
through the six-month administrative option to extend the ENA term to October 21, 2017;
and

WHEREAS, on October 17, 2017, the City Council adopted Resolution No. 86938
C.M.S. authorizing a third ENA amendment to extend the ENA term by another 12 months
to October 21, 2018, with an administrative option to extend by an additional six months.
At Developer's request, the City Administrator approved the optional six-month extension,
and iseued an extension letter setting the termination date to April 21, 2019; and

WHEREAS, on July 18, 2018, the City Planning Commission approved alternative
proposed development projects (referred to in the Planning Commission approval as the
“2100 Telegraph Avenue Project”), which included adoption of California Environmental
Quality Act (“CEQA”") findings, certification of the Environmental Impact Report (2100
Telegraph Avenue Project EIR"), rejection of alternatives as infeasible, Statement of
Overriding Considerations, and Standard Conditions of Approval/Mitigation Monitoring
and Reporting Program, all of which are relied upon herein; and

WHEREAS, on April 16, 2019, the City Council adopted Resolution No. 87634
C.M.S. authorizing a fourth ENA amendment to further extend the ENA term by six
months to October 21, 2019 to finalize negotiation of a Disposition and Development
Agreement (“DDA”) term sheet (the “Term Sheet”); and

WHEREAS, an October 2018 appraisal conducted by Yovino Young concluded
that the fair market value of the land is $28 million, assuming a clear site free of hazardous
material; and

WHEREAS, the site is improved with a two-etory parking structure and has
‘contaminated soil conditions; and

WHEREAS, the City Council adopted Resolution No. 85324 in December 2014 to
establish a general policy to lease rather than sell City property; and

WHEREAS, staff recommends a sale of the Property instead of a ground lease
because a sale is necessary to promote the economic development of the Property for
reasons set forth in the Agenda Report for this item; and

WHEREAS, staff has negotiated a Term Sheet for a DDA with Developer which
sets forth the terms and conditions of the sale of the Property to Developer for
development of the Project and the use of the Property by Developer; and :



WHEREAS, the City has prepared and placed on file a summary of the transaction
____contemplated by this Ordinance_as_required_by _California Government Code Sections_ = .
52201 (“52201..Report”),_and. the_Clty_has_conducted,aﬁoucedjoume_hearmg_on_the___ﬁ

transactlon as required by Government Code Section 52201; and

WHEREAS, a public hearing of the City Council was held to hear public comments
on the sale of the Property to the Developer or affiliated entity for the Project; and

WHEREAS, notice of the time and place of the public hearing was given by
publication in a newspaper of general circulation in Alameda County at least once a week
for at least two successive weeks prior to the public hearing; and

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF OAKLAND DOES
ORDAIN AS FOLLOWS:

SECTION 1. The City Council hereby finds, pursuant to Resolution No. 85324
C.M.S., that it is in the best interests of the City to sell rather than lease the Property for
the reasons described in the Agenda Report for this item, and hereby authorizes the
conveyance of the Property to the Developer pursuant to the terms of the documents
described in Section 9 hereof for the price of $28 million.

SECTION 2. The City Council hereby finds and determines, that the sale of the
Property is for economic development consistent with the DOF- approved LRPMP and is
not subject to the Surplus Lands Act.

SECTION 3. The City Council hereby finds that up to $3.7 million of the land
conveyance price received by the City shall be held back in escrow to reimburse the
Developer for demonstrable costs associated with demolition of the City garage. ,

SECTION 4. The City Council hereby finds that up to $1.9 million of the land
conveyance price received by the City shall be held back in escrow to reimburse the
Developer for demonstrable costs associated remediation of contaminated soil condltlons
on the Property.

SECTION 5. The City Council hereby authorizes the City Administrator to deposit
net proceeds from the sale of the Property, ranging from approximately $22 million to $27
million, extension fees up to $2.5 million, deposits, liquidated damages and default
payments generated by the Project into the Central District TA Bond Fund 2009T (Fund
5613), Central District Organization (85245), with a Project to be determined for future
allocation.

SECTION 6. The City Council hereby authorizes the City Administrator to accept
and deposit a Developer one-time contribution of $2 million to support workforce
development activities into the Miscellaneous Trust, Donations and Endowments Fund
(Fund 7999), Workforce Development Organization (Org. 85311), with Projects to be
determined for future allocation.



SECTION 7. The City Council, pursuant to Oakland Municipal Code Section
, 242 170(A), hereby waives a competitive Notice of Development Opportunity_ (“NOD‘Ol)__‘
. process for development of the site, and_ﬁndemd_determmes_thaLdlsposnon:oLibg

Property through a sole source method, and not a competitive NODO process, is in the
best interest of the City because Developer has the experience, capacity and other
qualifications, as well as demonstrated interest in developing a project on the site to
achieve the City’s goals for development of the Property, and that disposition through a
competitve NODO process would have been impractical because it would take
considerable City resources to undertake a NODO process to identify a Developer with
experience and qualifications similar to those already offered by Developer.

SECTION 8. The City Council hereby finds and determines the following, based
on the appraisal conducted by Yovino Young in October 2018, the 52201 Report and the
entirety of the record described in Section 9 below:

A. The sale of the Property will assist in the creation of economic opportunity;

B. The-Property-is-being-conveyed-at-fairmarket-valueThe consideration for
the sale of the Property is not less than the fair market value at its highest
and best use and will support the City's economic development goals which
include:

e Creating and expanding employment opportunities, including
approximately 690 construction jobs and 7,800 permanent jobs; and

¢ Increasing tax revenues to the City by approximately $15 million per
year, and one-time impact fees of approximately $22 million.

SECTION 9. The City Council hereby authorizes the City Administrator or his/her
designee, without returning to the City Council, to negotiate and execute: (1) a DDA and
. related documents with the Developer, for the sale and development of the Property, all
of the foregoing documents to be in a form and content substantially in conformance with
the Term Sheet attached as Exhibit A to this Ordinance; (2) a grant deed(s) and any other
agreements or documents as necessary to convey the Property to the Developer; (3)
such other additions, amendments or other modifications to any of the foregoing
documents that the City Administrator, in consultation with the City Attorney’s Office,
determines are in the best interests of the City, do not materially increase the obligations
or liabilities of the City, and are necessary or advisable to complete the transactions
contemplated by this Ordinance, to be conclusively evidenced by the execution and
delivery by the City Administrator of any such amendments; (4) such other documents as
necessary or appropriate, in consultation with the City Attorney’s Office, to facilitate the
sale and development of the Property in order to consummate the transaction in
accordance with this Ordinance, or to otherwise effectuate the purpose and intent of this
Ordinance and its basic purpose.



SECTION 10. All agreements associated with the conveyance of the Property and
———completion-of-the-Project shall-be-reviewed-and-approved-as-to-form-and-legality-by-the .

Office-of-the-City-Attorney-priorte-execution-by-the-City—and-shallbe-placed-on-file-with
the City Clerk.

SECTION 11. The City Council hereby authorizes the City Administrator or his or
her designees to (1) determine satisfaction of conditions precedent under the DDA to the
conveyance of the Property, and (2) take whatever action is necessary with respect to the
conveyance of the Property and completlon of the Project consistent with this Ordinance
and its basic purposes. :

SECTION 12. The City Council hereby finds and determines that the anticipated
environmental effects of the Project have been evaluated in the 2100 Telegraph Avenue
Project EIR and, as supported by substantial evidence in the record, no additional
environmental analysis is needed. As specified in the CEQA Guidelines, including,
without limitation, Public Resources Code Section 21166 and CEQA Guidelines Sections
15162 or 15163 (1) there are no substantial changes proposed in the Project or the
circumstances under which the Project is to be undertaken that would involve new*
significant environmental effects or a substantial increase in the severity of previously
identified significant effects, and (2) there is no “new information of substantial
importance,” as defined in CEQA Guidelines Section 15162(a)(3).

SECTION 13. The record before this Council relating to this Ordinance includes,
without limitation, the following:

A. All staff reports, decision letters and other documentation and information

produced by or on behalf of the City, including without limitation the

- Planning Commission Report and all notices relating to this Ordinance and

the DDA, ‘

B. All oral and written evidence received by City staff and the City Council

before and during the consideration of this Ordinance, including without

limitation the Planning Commission consideration of general plan
conformity;

C. The 52201 Report; and

D. All matters of common knowledge and all official enactments and acts of
the City, such as (1) the General Plan; (2) the Oakland Municipal Code,
without limitation, the Oakland real estate regulations; (3) the Oakland
Planning Code; (4) other applicable City policies and regulations; and (5) all
applicable state and federal laws, rules and regulations.

SECTION 14. The recitals contained in this Ordinance are true and correct and
are an integral part of the Council's decision.



SECTION 15. If any section, subsection, sentence, clause or phrase of this

Ordinance.is for-any reason held-to_be invalid-or unconstitutional by decision of any court

of_competent jurisdiction—such_decision—shall-not_affect-_thevalidity—of-the-remaining—

portions of the Chapter. The City Council hereby declares that it would have passed this
Ordinance and each section, subsection, clause or phrase thereof irrespective of the fact
that one or more other sections, subsections, clauses or phrases may be declared mvahd
or unconstitutional.

SECTION 16. This ordinance shall become effective immediately on final
adoption if it receives six or more affirmative votes; otherwise it shall become effective
upon the seventh day after final adoption.

IN COUNCIL, OAKLAND, CALIFORNIA,
PASSED BY THE FOLLOWING VOTE:

AYES - FORTUNATO BAS, GALLO, GIBSON MCELHANEY, KALB, REID, TAYLOR, THAO AND
PRESIDENT KAPLAN
NOES -

ABSENT -
ABSTENTION -

ATTEST:

LATONDA SIMMONS
City Clerk and Clerk of the Council of the City of
Oakland, California

Date of Attestation:




NOTICE AND DIGEST

NEGOTIATE AND EXECUTE A DISPOSITION AND DEVELOPMENT
AGREEMENT (“DDA”) AND RELATED DOCUMENTS BETWEEN THE
CITY OF OAKLAND AND W/L TELEGRAPH OWNER, LLC OR A
RELATED ENTITY OR AFFILIATE (“DEVELOPER”) IN A FORM AND
CONTENT SUBSTANTIALLY IN CONFORMANCE WITH THE TERMS
DESCRIBED IN THE AGENDA PACKET

This Ordinance authorizes the disposition of property at 2100 Telegraph Avenue to W/L
Telegraph Owner, LLC or a related entity or affiliate ( “Developer”) to merge the property
with surrounding parcels and create a site for the development of a project referred to as
the “Eastline Project,” which has planning approvals for two development scenarios:

Scheme A: Up to 989,550 gross square feet of office, a 395-unit residential tower
(374,000 square feet), 84,520 gross square feet of ground floor retail, 18,500 gross

square feet of community space offered at below-market rents, with four levels of
parking; or

Scheme B: Up to 1,600,000 gross square feet of office, 68,300 gross square feet
of ground floor retail, 20,735 gross square feet of community space offered at
below-market rents, with four levels of parking.

This Ordinance authorizes the City Administrator to sign the Disposition and Development
Agreement (“DDA”) with Developer for this transaction, and makes associated findings
with respect to the California Environmental Quality Act (‘CEQA”) and other matters.

ﬂAN ORDINANCE AUTHORIZING THE CITY ADMINISTRATOR TO




EXHIBIT A

PROPERTY DESCRIPTION

The land referred to is situated in the County of Alameda, City of Oakland, State of California,
and is described as follows;

PARCEL 1:

Portions of Lots 1 and. 15, in Block D, of “Wilcox Place”, according to the map thereof filed
September 19, 1868 in Book 36 of Deeds, at Page 173, in the Office of the Recorder of Alameda
County, California, described as follows:

Beginning at the point of intersection of the northern line of 21st formerly Hobart Street, with the
eastern line of Telegraph Avenue, as the same now exists; and running thence along the last
named line northerly 50 feet to the northern boundary line of said Lot 1; thence along the last
mentioned boundary line easterly 103.99 feet to the western boundary line of said Lot 15; thence
along the last mentioned boundary line northerly 91 feet to a line drawn parallel with the
northern boundary line of said Lot 15 and distant southerly 9 feet therefrom, measured at right
angles; thence along said parallel line easterly 50 feet to the eastern boundary line of said Lot 15;
thence along the last mentioned boundary line southerly 141 feet to said northern line of 21st
Street; and thence along the last-named line westerly 154.57 feet to the point of beginning.

PARCEL 2:

Portion of Lot 2, in Block D, of “Wilcox Place”, according to thé_map thereof filed
September 19, 1868, in Book 36 of Deeds at Page 173, Alameda County Records, described as
follows:

Beginning at the point of intersection of the southern line of said Lot 2, with the eastern line of
Telegraph Avenue, as the same now exists; and running thence along the last-named line
northerly 50 feet to the northern boundary line of said lot; thence along the last mentioned
boundary line easterly 103.40 feet to the eastern boundary line of said lot; thence along the last
mentioned boundary line southerly 50 feet to said southern boundary line of said lot; and thence
along the last mentioned boundary line westerly 103.99 feet to the point of beginning.

PARCEL 3:

The southerly 41 feet, front and rear measurement of Lot 3 in Block “D”, as said lot and block
are shown on the Map of “Wilcox Place Jas T. Stratto Surveyor”, recorded September 19, 1868
in Book 35 of Deeds, Page 173, Alameda County Records.

Excepting therefrom the portion taken for the widening of Telegraph Avenue.

020888.0001\5486527.1 020888.0001\5467936.2 1



PARCEL 4:

Lots 8,9,13 and 14, in Block D, as said lots and block are shown on the map of “Wilcox Place”

Recorded September 19, 1868 in Book 36 of Deeds, at Page 173, Alameda County Records.
PARCEL 5:

All of Lot 12, In Block “D” as said lot and block are shown on the map of Wilcox Place,
Recorded September 19, 1868 in Book 36 of Deeds, Page 173, Alameda County Records.

Excepting therefrom that portion thereof conveyed to Pacific Southwest Realty C. by Deed
Recorded December 14, 1973, Reel 3572, Image 570, Alameda County Records.

PARCEL 6:

All of Lot 10 and the western 2 feet of Lot 11, in Block “D”, as said lots and block are shown on
the map of “Wilcox Place”, Recorded September 19, 1868 in Book 36 of Deeds, Page 173,
Alameda County Records, described as follows:

Beginning at a point on the Southern line of 22nd, formerly 21st Street, and formerly Walnut
Street, distant thereon easterly 275 feet from the intersection thereof, with the eastern line of
Telegraph Avenue, as said street and avenue are shown on said map; running thence easterly
along said line of 22nd Street, 52 feet; thence at right angles, Southerly 150 feet; thence at right
angles, westerly 52 feet; and thence at right angles, northerly 150 feet to the point of beginning.

PARCEL 7:

Portion of Lot 11, in Block D of the Map of Wilcox Place, filed September 19, 1868, in Book 36
of Deeds, Page 173, Alameda County Records, described as follows:

Beginning at a point on the Southwestern line of 22nd Street, formerly Walnut Street, distant
thereon north 76° 55° 58” west 145.61 feet from the northwestern line of Broadway, 100 feet
wide; running thence along said southwestern line, north 76° 55° 58” west 56.39 feet; thence at
right angles, south 13° 04 02 west 150 feet to the southern line of said Lot U; thence along the
last named line, south 70° 55° 58” east 18.04 feet to a line drawn south 27° 24° 32” west from
the point of beginning; and thence North 27° 24” 32” east 154.82 feet to the point of beginning.

APN: 008-0648-016-03
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EXHIBIT B

ENVIRONMENTAL ASSESSMENTS

[To be provided by the City.]
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EXHIBIT C

Final Development Plans A and B

attached
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Exhibit D
Schedule of Performance

Pre-Close ltems

— ltem—|— Task Date Due
(No later than the outside due dates)
1 Developer to submit Good Faith Deposit to City Upon Execution of DDA
2 Developer to submit an Itemized Operating Budget and 20-year cash flow statement. 12 months after the Effective Date
3 Submit 50% complete Design Development Plans to City for approval ' 15 months after the Effective Date

Developer to submit Itemized Project Budget to City, which shall include, but is not limited to, all hard and

4 soft costs and funding sources for each item, based on the 50% Design Development Documents 21 months after the Effective Date
5 Developer to submit form of Construction Contract to City 24 months after the Effective Date
6 Developer to submit Demolition and Grading Permit Package to Bldg. Dept. 24 months after the Effective Date
7 Developer to submit Tentative Vesting Map to City 30 months after the Effective Date
8 Developer to submit proof of commencement of Quiet Title proceedings to City - 30 months after the Effective Date
9 Developer to submit a Financial Statement 32 months after the Effective Date
10 Developer to provide evidence of required insurance 32 months after the Effective Date
e oo % 280 S35, 0T | 34 v ter s vt
12 33;’%82;1; tsos;l)ilz):;(;: %lt-yt ':s/ai:he;%rtr;\ation documents of entity taking possession of the land, and a copy of a 34 months after the Effective Date
13 Developer to submit Final Construction Plans to City for approval 34 months after the Effective Date
14 Developer to submit Final Construction Contract to City 35 months after the Effective Date
15 Developer to submit final Construction Loan/Financing documents to City. 35 months after the Effective Date
16 Developer to provide a $4,000,000 Letter of Credit in favor of the City 35 months after the Effective Date

Developer to submit Performance Bond (“Construction Bond”) in an amount not less than one hundred
17 percent (100%) of the cost of construction of the Project pursuant to the Construction Contract executed 3
by Developer. Bonds may be provided by Developer of its general contractor

o

months after the Effective Date

18 Developer to provide a Completion Guaranty 35 months after the Effective Date
19 Developer shall identify fully committed debt and equity funds equal to 100% of Project costs 35 months after the Effective Date
20 Developer to provide a letter from the City of Oakland Building Department indicating a complete 36 months after the Effective Date

Construction Permit package has been received, including BART approval of the Basis of Design

21 Developer to deposit Purchase Price amount in escrow 3

(=2

months after the Effective Date

22 Projected Closing Date 3

(-]

months after the Effective Date

Post Close items

Item Task Date Due'
(No later than the outside due dates)

23 Developer to submit proof of completion of Quiet Title action to City 1 month after the Closing Date

24 Developer to submit Final Parce! Map to City 1 month after the Closing Date

25 Developer to submit approved Demolition and Grading Permits to City 6 months after the Closing Date
26 Commence Demolition of all exising structures on Project site 6 months after the Closing Date
27 Commence Excavation and Remediation of all Hazardous Materials present on the Project Site. 6 months after the Closing Date
28 Developer to submit approved Construction Permits to City 12 months after the Closing Date
29 Grading of the Project Site, where appropriate. 18 months after the Closing Date
30 Driving of all piles necessary for the Project. 18 months after the Closing Date
31 Installation of all forms necessary for the first pour of the Project foundation. 18 months after the Closing Date
32 Installation of all steel necessary for the first pour of the Project foundation. 18 months after the Closing Date
33 First pour of concrete for the foundation 18 months after the Closing Date
34 Complete Construction 5 years after the Closing Date

Performance deadlines shall be extended by one year with every one-year extension exercised per the terms of the DDA.



