- maa

3 s, - )
-\\{/j ‘ gle t!i'EEgT § CLERS
- ,a ~ oF P e
M/~ - OFFICE O0 Ak L AND

c’n 0 KLAND 2012 JUL -5 PM 5: 25 AGENDA REPORT

TO: DEANNA J. SANTANA . FROM: Fred Blackwell
ORSA ADMINISTRATOR

SUBJECT: Approval of Foothill/Seminary DATE: July3, 2012
DDA by Successor Agency :

¢ —_— e

City Administratd Date - ' ' K
Approval ' IA—:}Q/WL u7/3/ 2.,

'
[ VU

COUNCIL DISTRICT: #6

RECOMMENDATION

Staff recommends that the Qakland Redevelopment Successor Agency adopt the following
legislation:

A Resolution Authorizing The Qakland Redevelopment Successor Agency To Enter Into A
Disposition And Development Agreement With The City Of Oakland And Sunfield
Development, LLC For The Sale Of Property At Foothill Boulevard And Seminary Avenue
For No Less Than $6,000 For Development As A Retail Shopping Center, And Authorizing
An Agreement With The City Of Oakland To Provide $150,000 For Remediation Of The
Site -

EXECUTIVE SUMMARY

On May 15, 2012, the City Council approved Ordinance No. 13114 C.M.S., authorizing the City
Administrator to enter into a Disposition and Development Agreement (DDA) with Sunfield
Development, LLC (Sunfield) to sell City-owned property located at Foothill Boulevard and
Seminary Avenue for no less than $6,000 for the development of a neighborhood commercial
retail shopping center, and allocating $150,000 to cover the cost of remediating hazardous
material contamination on the property. Staff is requesting authorization by the Oakland
Redevelopment Successor Agency (ORSA) to enter into the DDA with Sunfield as well. The
new development will generate financial benefits for the taxing agencies from property taxes and
sales taxes.

The City of Oakland owns eleven contiguous vacant parcels of land on the southwest corner of
Foothill Boulevard and Seminary Avenue. These properties were transferred by the former
Redevelopment Agency (Agency) to the City in January of 2012, prior to the dissolution of the
Agency on February 1, 2012, and are now owned by the City. However, on April 24, 2012, the
- City received a form letter from State Controller John Chiang purporting to order the City to
return all assets transferred by the Agency to the City after January 1, 2011, to the successor
agency of the Agency. This letter initiated the so-called clawback process under the dissolution

Item:
CED Commitee
July 10, 2012



Deanna J. Santana, ORSA Administrator
Subject: Successor Agency approval of Foothill-Seminary Project

Date: July 3, 2012 Page 2

statute, which gives the State Controller the authority to review all asset and fund transfers from
the Agency to the City occurring after January 1, 2011, and potentially reverse these
transactions. The properties listed as part of the Foothill Seminary development are potentially
subject to this process and could be transferred to ORSA for ultimate disposition under the
direction of the Qakland Oversight Board. \

Given the uncertainty generated by the Controller’s letter and the possibility that these properties
will be transferred to ORSA, staff recommends adoption of the proposed legislation,
substantially the same as legislation previously adopted by Council which approved this
transaction by the City in its own capacity, authorizing ORSA as well as the City to enter into the
aforementioned DDA. This will protect this transaction from any risk of clawback and will give
Sunfield and its lenders, investors, and title insurers the certainty that the sale of the property can
go forward whether or not the properties remain with the City under its own auspices or are
transferred to ORSA.

Under the dissolution statute, all disposition of property by a successor agency must be approved
by the successor agency’s oversight board, and such approval would be subject to review by the
California Department of Finance. The proposed legislation would also authorize the City as
successor agency to submit the proposed disposition of these properties to the Oakland Oversight
Board for its approval and direction, which would start the Department of Finance review
process.

The City Council as part of its approval of the Foothill and Seminary DDA also approved an
allocation of $150,000 for environmental site remediation. These funds were transferred to the
City from the Agency prior to dissolution under the Funding Agreement entered into on March 3,
2011. These funds are potentially subject to the Controller’s clawback as well. However, the -
dissolution statute authorizes a successor agency to enter into a new agreement or re-€nter into

an old agreement with a city, with the approval of the oversight board. The proposed resolution
for Foothill and Seminary would authorize ORSA to provide this funding to the developer
through an agreement with the City, should these funds get clawed back to ORSA. This would
also be subject to the approval of the Qakland Oversight Board and review by the Department of
Finance.

Included with this report as Attachment A is a copy of the City Council report and related
legislation, as previously approved by the City Council, for the Disposition and Development
Agreement for the Foothill Boulevard and Seminary Avenue neighborhood commercial retail
project.

OUTCOME

Approval of the proposed legislation will allow the Oakland Redevelopment Successor Agency .
(along with the City under its own auspices), to expeditiously execute the Disposition and
Development Agreement for the properties located at Foothill Boulevard and Seminary Avenue,
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if approved by the Oakland Oversight Board and the Department of Finance. This will allow the
development of the neighborhood commercial retail center to move forward by giving the
development team the certainty and comfort level that they need that ORSA and the City will
have the ability to complete this transaction, notwithstanding any clawback risk.

BACKGROUND/LEGISLATIVE HISTORY

On April 24, 2012, the City received a form letter from State Controller John Chiang initiating
the clawback process, which, according to State law, gives the State Controller the authority to
review all asset and fund transfers from the Agency to the City occurring after January 1, 2011,
and potentially reverse these transactions. The properties listed for the Foothill Boulevard and
Seminary Avenue development are potentially subject to this process and could be transferred to
ORSA for ultimate disposition under the direction of the Oakland Oversight Board.

On May 15, 2012, the City Council approved Ordinance No. 13114 C.M.S., authorizing the City
Administrator to enter into a Disposition and Development Agreement (DDA) with Sunfield
Development, LLC (Sunfield) to sell City-owned property located at Foothill Seminary for no
less than $6,000, and allocating $150,000 to cover the cost of remediating hazardous material
contamination on the property.

The project will bring in needed neighborhood retail, help to establish a strong sense of place
which will strengthen additional retail demand, and generate both short- and long-term job
opportunities for Oakland residents. The property lies at the heart of one of the retail nodes
identified in the City-Wide Retail Strategy. This area is also targeted for major streetscape
improvements along Foothill Boulevard and Seminary Avenue as well as proposed fagade and
tenant improvements, all of which will help to revitalize this very important neighborhood retail
node. Finally, the development puts an underutilized property to productive economic use and
acts as an economic catalyst for this commercial district.

The Central East Oakland area lacks neighborhood retail that provides for daily and general
goods and services to the local community. This neighborhood commercial retail shopping
center will provide a much needed pharmacy, wellness services, and other neighborhood retail
services., ‘

ANALYSIS

The proposed legislation as described above does not change the substantive terms of the
transactions already approved by the City Council. The legislation would simply provide for the -
same project approvals by ORSA as already provided by the City acting in its own capacity.
Approval of the proposed legislation at this time will greatly facilitate and accelerate ORSA’s
ability to present the negotiated development sale to the Oakland Oversight Board for review and
approval, and start the Department of Finance review process, followed by entering into the
aforementioned DDA with Sunfield for the Foothill Seminary project.
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The dissolution statute authorizes a successor agency to dispose of property under the direction
of the oversight board “expeditiously and in a manner aimed at maximizing value.” Staff
believes that the sale of the Foothill and Seminary properties pursuant to a DDA with
development covenants requiring expeditious development of the mixed use retail project is
consistent with the disposition rules in the dissolution statute because it will maximize value to
the taxing entities to a greater degree than a “fire sale” of the property to the highest bidder with
no development covenants and no assurance that the property will be improved from its current
state. Staff estimates that the developed project will produce $85,372 per year more in property
taxes for the taxing entities in the near term than a sale of the property in its current vacant condition
without any prospect for imminent development. Also, the project will generate $320,625 per year
or $3.2 million over a 10 year period in sales taxes for the taxing entities in the near term, while a
sale of the Property in its current condition without any prospect for imminent development would
generate no sales taxes to the taxing entities. The net present value over a ten year period accruing
to the taxing entities from property taxes and sales taxes is estimated at $ 4 million; well
exceeding the value of the write down or the land purchase price.

PUBLIC OUTREA CH/INTEREST

The public outreach process for the Foothill Seminary project is described in Attachment A, the
previous City Council report on the project.

COORDINATION

Preparation of the staff report and legislation required review by the ORSA general counsel and
the Budget Office.

COST SUMMARY/IMPLICATIONS

The financial benefits of the project are outlined in Attachment A.

SUSTAINABLE OPPORTUNITIES -

The sustainable opportunities of for the project are outlined in the attached City Council Report.
CEQA

The Foothill Seminary Project was approved by the Planning Commission on October 19, 2011
with a Notice of Exemption (NOE) based on an in-fill exemption (Section 15332) from CEQA.
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For questions regarding this report, please contact Gregory Hunter, Neighborhood Investment
Officer at (510) 238-2992.

Respectfully submitted,

Fred Blackwell '
Assistant City Administrator

\ Reviewed by:
Gregory Hunter, Deputy Director
Office of Neighborhood Investment

Larry Gallegos, Redevelopment Manager
Office of Neighborhood [nvestment

Prepared by:
Theresa Navarro-Lopez, Urban Economic Analyst [V

Attachment A: Prior City Council Report and adopted Ordinance regarding the F oothill-
- Seminary project
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OAKLAND REDEVELOPMENT
SUCCESSOR AGENCY

RESOLUTION NO. 2012-

A RESOLUTION AUTHORIZING THE OAKLAND REDEVELOPMENT
SUCCESSOR AGENCY TO ENTER INTO A DISPOSITION AND
DEVELOPMENT AGREEMENT WITH THE CITY OF OAKLAND AND
SUNFIELD DEVELOPMENT, LLC, FOR THE SALE OF PROPERTY AT
FOOTHILL BOULEVARD AND SEMINARY AVENUE FOR NO LESS
THAN $6,000 FOR DEVELOPMENT AS A RETAIL SHOPPING
CENTER, AND AUTHORIZING AN AGREEMENT ‘WITH THE CITY OF
OAKLAND TO-PROVIDE $150,000 FOR REMEDIATION OF THE SITE

WHEREAS, the City of Oakland owns .eleven contiguous vacant parcels of
land located at the southwest corner of Foothill Boulevard and Seminary Avenue (the
“Property”), consisting of 1.69 acres, as more particularly described in the ‘Council
Report presented and approved on May 15, 2012; and

WHEREAS, on September 4, 2009, a Notice of Development
Opportunities ("“NODOQ") was issued to solicit development proposals for the Property;
and. ‘

WHEREAS, of the three proposals received in response to the NODO, the
City's review panel awarded the highest number of points to the proposal submitted by
Sunfield Development, LLC ("Sunfield”); and

WHEREAS, Sunfield has proposed to develop approximately 26, 950
square feet of new neighborhood-serving retail uses with 73 off-street parklng stalls (the
“Project”); and

WHEREAS a reuse value analysis undertaken by Keyser Marston
Associates, Inc., concludes that, based on ‘a financial feasibility analysis of the prOposed
Project, the fair reuse value of the Property is nominal; and
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WHEREAS, the Property was transferred 'by the 'Rede\feIOpment Agency
of the City of Oakland to the City of Oakland on January 31, 2012, pursuant to a
- Purchase and Sale Agreement-entered on March 3, 2011; and

- WHEREAS, on May 15, 2012, the City Council of the City of Oakland
approved Ordinance No. 13114 C.M.S. authorizing a Disposition and Development
Agreement (the “City DDA") with Sunfield for the sale of the Property .for $6,000 for
development of the Project and allocating $150,000 for remediation.of the site; and

WHEREAS, the City DDA will setforth the terms and conditions under which
the City will sell the Property to Sunfield and by which Sunfield will construct |mprovements
on the Property; and

WHEREAS, on January 10, 2012, the City Council adopted Resolution:No.
83679 C.M.S. electing to become the successor agency to the Redevelopment Agency of
the City of Oakland pursuant to Health & Safety: Code Sections 34171(j) and 34173 upon
Redevelopment Agency dissolution; and

WHEREAS, the Redevelopment Agency of the City of Oakland dissolved on
February 1, 2012; and

WHEREAS, the City subsequently formed the Oakland Redevelopment
Successor Agency (“ORSA”) to become the successor agency to the Redevelopment
Agency, and ORSA has taken over this role from the City; and

WHEREAS, Califomia Health-and Safety Code Section 34177(e) provides for
a successor agency to dispose of property of the former redevelopment agency atthe -,
direction of the oversight board expeditiously and in.a manner aimed at maximizing value
for the taxing entities; and

WHEREAS, property and sales taxes generated from the Property and the :
“development of the Project will be distributed to specified taxmg entities in Alameda
County pursuant to state law; .and

WHEREAS, it is estimated that the developed Project on the Property will
produce $85,372 more in property taxes for the taxing entities- per year in the near term,
‘than a sale of the Property in its current vacant condltlon without any prospect for
imminent development; and :

'WHEREAS, it is estimated that the developed Project on the Property will
generate $607,500 in sales taxes for the taxing entities per year in the near term, while a
-sale of the Property in its current condition without any prospect for imminent development
would generate no sales taxes; and
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WHEREAS, ORSA wishes to enter into the City DDA for the Project along
with the City to provide for a sale of the Property to Sunfield for development of the Project
in the event that the Property is conveyed to ORSA; and

WHEREAS, remediation costs are listed as enforceable obligations on
ORSA’s approved Recognized Obligation Payment Schedule; and

WHEREAS, Health and Safety Code Section 34178(a) allows a successor
agency to enter into an agreement W|th its sponsoring city with the approval of the
oversight board, and

WHEREAS, the sale of the Property to Sunfield for developrnent and
operation as a neighborhood-serving commercial retail center will further the health,
safety, and general welfare of the residents of the City of Oakland by improving access to
local goods and services and bringing a pharmacy and weliness services to the East
Oakland community; and

WHEREAS, the development of the Property will eliminate physical, blight,
bring a vacant property to productive economic use, and act as a catalyst for the Foothill
Seminary commercial district, and will generate financial benefits for the Clty from property
taxes, business Ilcense sales taxes, and utility taxes; and

WHEREAS, given the financial feasibility of the proposed Project and the
need to make the Project work, the sale of the Property to ‘Sunfield at a nominal cost of
$6,000 is necessary, now, therefore, be it

‘RESOLVED: That the Oakiand Redevelopment Successor Agency hereby -
authorizes and approves the conveyance of the Property to Sunfield Development, LLC, or
an affiliated entity approved by the ORSA Administrator, for the price of no less than
$6,000, in return for an agreement by the developer to develop and operate the Project as
a neighborhood- serwng commercial retail center; and be it further '

RESOLVED: That the Oakland Redevelopment Successor Agency hereby
authorizes the ORSA Administrator to negotiate and enter into an agreement with the
City of Oakland to approve the use of $150,000 from the Funding Agreement advance
from the Central:City East project area within the Central City East Capital Fund (5640) -
as an allowance to the developer for environmental remediation of the Property, and be it
further

RESOLVED: That the Oakland Redevelopment Successor Agency hereby
authorizes the ORSA Administrator or her designee to negotiate and execute a Disposition
and Development Agreement with Sunfield Development, LLC, or an affiliated entity
approved by the ORSA Administrator, along with the City, for the sale and development of
the Property consistent with the terms of fhis Resolution, as well as negotiate and execute
grant deeds and any other agreements or documents as necessary to convey the Property
to Sunfield Development, LLC, upon the .satisfaction of any preconveyance conditions
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imposed by the ORSA Administrator or her designee, should ORSA acquire fitle to the
Property or otherwise be required to execute such documents; and be it further

RESOLVED: That pursuant to Sections 1 and 8(c) of Ordinance No. 10142
C.M.S., the ORSA Board hereby finds and determines that it is in the best interest of
ORSA to sell the Property by negotiated sale to Sunfield Development, LLC, at its fair
reuse value given the need to redevelop the Property for the benefit of the community; and--
be it further

RESOLVED: That ORSA further finds and determines that the disposition
of the Property for a Project as negotiated under the City DDA will be of benefit to the
community and to the taxing entities that will share in the additional property taxes
assessed against the Property and the additional sales taxes generated from the
Project, and that a sale under such conditions and yielding such benefits will best
maximize the value of the Property for the taxing entities; and be it further -

RESOLVED: That all agreements associated with the Property and the
‘project shall be reviewed and approved as to form and legality by-ORSA General Counsel
prior to execution by ORSA, and shall’ be placed on file with the ORSA Secretary, and be it
further . o

RESOLVED: That ORSA finds and ‘determines that the séle' of -the
Property and the project are -exempt from the California Environmental Quality Act
(“CEQA") pursuant to Section 15332 of the CEQA regulations (in-fill exemption), and be
it further ‘

_ RESOLVED: That this action shall be fonvarded to the Oakland Oversight
Board forits consideration, and ORSA execution of the City DDA and the agreement
with the City are subject to Oakland Oversight Board approval pursuant to state law.

BY SUCCESSOR:AGENCY, OAKLAND, CALIFORNIA, , 2012

PASSED BY THE FOLLOWING VOTE:

AYES- BROOKS, BRUNNER, DE LA FUENTE, KAPLAN, KERNIGHAN, NADEL,
| SCHAAF, AND CHAIRPERSON REID

NOES-

ABSENT-

ABSTENTION-

ATTEST:

LATONDA SIMMONS

Secretary of the Oakland
Redevelopment Successor Agency
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RECOMMENDATION *

' Staff recommends that the. City Counei] adOpt the following ]egislation:

An ‘Ordinance Authorizing A Disposition And Development Agreement With,
Sunfield Development, LLC, For The Sale Of Property At Foothill Boulevard And
Seminary Avenue For 56,000 For the Development of the Property As A
Neighborhood Retail Shopplng Center, And A]]ocatmg $150 000 For Remed;at:on of‘
the Site.

EXECUTIVE SUMMARY

The City of Oakland owns eleven contiguous vacant parcels of land on the southwest comer of
Foothill Boulevard and Seminary Avenue. Staff is requesting authorization to enter into a
Disposition and Devélopment Agreement (DDA) with Sunfield Development, LLC to sell the
property for the development of a neighborhood commercial retail shopping center at a purchase -
price of $6,000. The DDA will allow the developer to enter into lease agreements with tenants
and pursue the development of the property in a timely manner. As-part of the DDA~
authorization, staff is requesting an.allocation of $i 50,000 to cover the cost of remed;atmg
‘hazardous material contamination on the property.

The new development will generate fmancial benefits for the City from property taxes, business
license taxes, sales taxes, and utility taxes. The project will bring in needed neighborhood retail,
hélp to.establish a strong.sense of place which will strengthen additional retail demand, and
generate both short- and long-term job opportunities for Oakland residents. The property lies at
the heart of one of the retail nodes identified in'the City-Wide'Retail Strategy. This area is also
targeted for major streetscape improvements along Foothill Boulevard and Seminary Avenue as
well as proposed facade and tenant improvements, all of which wil} help to-revitalize this very
important neighborhood retail node. Finally, the development puts an underutilized property to
productive economic use and acts.as an economic catalyst for this commercial district. .
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The Central East Oakland area lacks neighborhood retail that provides for daily and general
goods and services to the tocal community. This neighborhood commercial retail shopping
center will provide a much needed pharmacy, wellness services, and other neighborhood retail
services. :

OUTCOME

Authorizing the City Administrator to enter into a Disposition and Deveiopment Agreement will
allow the developer to move forward with.the development of this vacant site and return the
property to a productive economic use. This section of East Oakland lacks the basic goods and
services needed by residents.

BACKGROUND/LEGISLATIVE HISTORY

The former Redevelopment Agency.acquired a total of eleven contiguous parcels of land at the
southwest comer of Foothill Boulevard and Seminary Avenue (see Aftachment A). The property
is located approximately six blocks south of Mills College with primary frontage on Foothill
Boulevard, Seminary Avenue, and Bancroft Avenue. This effort has extended over a two and a
half year period and resulted in the assembly of 1.69-acres (approx. 73,500 square feet) of land
which is zoned Neighborhood Center 3. The size and configuration of the property will allow
approximately 26,950 square feet of new neighborhood-serving retail uses with 73 off-street
‘parking stalls. This area is also targeted for major streetscape improvements along. Foothill
Boulevard and Seminary -Avenue as well as proposed fagade and tenant imp rovements all of
which will help to rewtahze this very 1rnportant nelghborhood retall node

- On September 4, 2009, a Notice of DeveIOprnem Opportunities (NODO) was issued to solicit
development proposals for the property. The former Redevelopment Agency received three
proposals and formed a selection committee for the purpose of reviewing the proposals and to
conduct in-depth interviews with all three respondents. The committee evaluated the overall
Tfeasibility for each proposed project, which was based .on multiple categories and ranked them
accordingly.

Sunfield Development, LLC ranked firstin the initial round of evaluations and its submittal of
additional information further solidified the Agency’s selection of its project. The Agency
entered into an Exclusive Negotiating Agreement (ENA) period which altowed the developer to
demonstrate fimancial capacity, financial feasibility, finalize project design,.solidify cost '
estimates, solicit statements of interest from retail operators, and conduct applicable market
feasibility studies for the retail components. In addition to performing these tasks, Sunfield
utilized the ENA period to complete the California Environmental Quality Act (CEQA) review
and was approved by the Planning Commission on October 19, 2011, The property was
conveyed by the Redevelopment Agency to the City in-January of this year.

Item: .
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Sunfield Development, LLC

Sunfield Development, LLC is a newly formed company. The company grew out of a team of
real estate professionals, including the president, Sid Afshar, who has over 30 years of
experience in real estate development and architectural design in California. The developer
assembled a strong team with substantial experience and an excellent reputation for developing
parking and retail projects, including International Parking Design (IPD), the Oakland-based
firm Field Paoli Architects, and the Qakland-based contractor C. Overaa & Company. '

The Project

The City’s vacant property will be developed into a new neighborhood commercial retail center.
The proposal includes two new buildings fronting on Foothill Boulevard with a surface parking
lot in the rear along with one additional building pad-in the middle of the parking lot.and one
fronting on Bancroft Avenue. The four buildings will include a total of 26,950 square feet of
new commercial space and 73 off-street parking stalls. The buildings fronting on Foothill
 Boulevard would contain-a mix of retail sales, food sales, and potentially a financial services
activity (retail bank), with the larger retail building containing a drive-thru, but would notbe
permitted for a-fast-food activity (see Aftachment B)."

ANALYSIS

~ Keyser Marston and Associates, Inc. (KMA) was retained to undertake a Section 33433 Report
that was required as part of redevelopment law for the transfer of property. This includes an
analysis of the estimated value of interest to be.conveyed at.the highest and best use permitted
under the redevelopment plan and reuse value with the conditions, covenants, and development
costs analyzed for the sale of the property. (With the demise of redevelopment and the transfer of
the property to the City,.a formal 33433 Report is no longer required; however the reuse ,
appraisal is needed to establish the fair reuse value of the property to justify the terms of the City
sale.) ' . '

KMA used the reuse value of the property to determine the sale price of the property'to Sunfield.
The reuse value is defmed as the highest price in terms of cash or'its equivalent which a property
or devélopment right is expected to bring for a specified use in a competitive open market,
subject to the covenants, conditions, and restrictions imposed by the DDA, "The proposed DDA
outlines the terms of the Agreement (see Attachment C). KMA determined the reuse value of
the property based on the anticipated development economics of the proposed project. The

' private investment supported by the anticipated income is compared with the estimated
development costs.. Based on the financial feasibility analysis of the proposed project, KMA
concluded that the fair reuse value of the property is.nominal.

Itemn:
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Reuse Value

The reuse land value supported by the project can be estimated as the difference between the
total development costs, exclusive of land acquisition, and the private investment supported by
the Net Operating Income (NOI). KMA estimated that the private investment supported by the
projected rents is approximately $7,335,000, based on an 8.5% return on cost (ROC). An 8.5%
ROC allows for an approximately 10% to 15% profit, depending upon the value at completion of
the project. The difference between the private investment supported and total development
costs of $7,329,000 represents the reuse land value for the property which is estimated at $6,000,
as follows:

o Value Rounded
Net Operating Income (NOI) | $632,512
Retum on Cost 8.5%
Private Investment .| $7,335,000
| Supported Less: Total _ ($7,329,000)
| Development Costs -
Estimated Reuse Value | $6,000

Agency Costs

The total cost to the Agency for the eleven parcels is $4.5 million dollars. The $4.5 million
includes land acquisition at fair market value, title reports, environmental reports Phase 1 and 11,
haz-mat abatement where applicable and demolition of the buildings. The property will be

“provided vacant to the developer. The properties were purchased because they were blighted and
underutilized, a major source of crime inthe area, and were deterring revnahzanon ofthe
commercial comdor and the surrounding community.

Citv Subsid ’ oL

Yovino and Young were contracted by the Agency to undertake an appraisal of the eleven
parcels for the proposed neighborhood shopping center. Yovino and Young concluded. that the
highest and best use of the site is a neighborhood shopping center. The estimated market value
of the site, if entitled for development of a specific project, is §2,800,000. The City of Oakland
has agreed to provide the site clear of hazardous rhaterial. The cost to dispose of soil on the site
'that has-hazardous material is estimated to be $150,000. The property will be sold to the
developer at a reuse value of $6,000. Therefore the subsidy to the project fromthe, City is
$2,944,000.

- cFoothil:Seminary Developrient . "% % .
Appraised Value entitled for specific project | $2,800,000.00
Plus Cost of hazardous.soil disposal $150,000.00

|Minus Sale of properry at reuse vajue -$6,000.00
Total City Subsidy ‘ | $2,944,000.00

, . Item:
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Living Wage

_ The living wage requirements 1ake effect whena “City Financial Assistance Recipient” (CFAR)
receives a subsidy in amount of $100,000 or more in & twelve month period, and employs at least
- 20 employees for each working day in each of twenty or more calendar weeks in the 12 months
after occupying or using such property. Sunfield Development’s acceptance of the land write
down triggers the living wage requirement for themselves and all tenants of the subsequent
development. The living wage requirements are in effect for five years after start of construction,

Walgreens will be the anchor tenant, which will provide much needed entry level jobs and
services in the Foothill Seminary area. Walgreens will hire up to 17.5 employees at the site for
the first two years of operation, which fall in the 2" and 3" year of the living wage requirement.
Walgreens may increase the number of employees after the 3" year and at that point, if they

" reach at least 20 employees, Walgreens will request a waiver. Sunfield Development and their

retail broker have attracted muhiple tenants to the project and have secured letters of intent. Of
the remaining tenants, none have expectations of hiring'more that 10 employees. Neither staff
nor the developer anticipate any tenants of the project triggering the living wage ordinance, but
will establish monitoring procedures forthe term of the living wage requirement. '

It is important to note that the Foothil} Seminary retail corridor has not seen any major
investment for over 20 years and this node was also idenfified in the City of Oakland’s Retdil
Strategy. The Retail Strategy identified the need for “another convenience anchor store such as a
drug store to create a stronger customer draw forlocal residents.” ' : :

Sunfield Development, LLC will pay prevailing wage during construction'of the project. "
Anticipated Annual Revenues & Benefits to the Communitv/City

The benefits to the community include the reuse of a vacant underutilized property to long term
economic use. The following list some of the financial benefits to the community and City: -

1. Cirv Sales Tax: Sales tax is imposed upon every retailer for the privilege of selling
tangible personal property at retail. The City receives .0095 of each taxable dollar
generated by retailers. The estimated annual sales tax is $57,753.

Jobs Generated: 106 total jobs with the breakdown as approximately 52 constmction‘jobs
and 54 permanent jobs. ' ‘
Permir Fees: apx. $152,000

Business License Tax: The annual business-hcense tax is esfimated to be §9,810.

Uriliry Tax: The annual utilitytax is estimated is $3,348. |

Property Tax: The property tax estimated to be received annually is $7,000. This is the
tax that is received after the AB1290 and County pass through. The property tax will he
~ based on the improvements to the property and the appraised value of the property.

g

A
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Deanna J. Santana, City Administrator
Subject: DDA at Foothill and Seminary

Date: Mareh 26, 2012 . ‘ Page'6

The total revenue to the City in the first year is $22%9,911. The net present value over-a 20 year
period accruing to the City is estimated at $1,058,833. (see Attachment D).

PUBLIC OUTREACH/INTEREST

- The property is located in Central East Oakland in the Central City East Redevelopment Project
Area in the City of Oakland. The Redevelopment Project Area was established in 2003 after
neighborhood groups, including merchants, requested that the City Council include the area in a
redevelopment project. ‘Residents were frustrated with deteriorating conditions: along the |
commercial corridors in the central and eastern portions of the City and the impact on the
adjacent residential areas. Residents cited deteriorated and vacant buildings, prostitution and
drug trafficking as specific problems impacting the Foothill Seminary area. Residents in this -
area have expressed strong interest in'supporting neighborhood commercial uses. The present
c¢ondition of the Foothill Seminary Boulevard area is blighted and has an overall negative impact -
on the community and neighborhood. The projeéct was presented and support was provided by
- the Central City East Project Area Committee.

The proposed development was presented to the Planning Comrmssmn and approved on October
19, 2011,

COORDINATION ' ’

Staff from the Office of Neighborhood Investment (former CEDA Redevelopment Division) and
the Department of Planning, Building, and Neighborhood Preservation have worked with
Sunfield for the proposed new commercial center. Real Estate staff part1c1pated in the
acqulsmon of the eleven parcels. -

COST SUMMARY/IMPLICATIONS

1. AMOUNT OF RECOMMENDATION/COST OF PRO] ECT
(DDA with Sunfield Development, LLC):

Project Delivery (Remediation Allowance) $150,000

Construction n/a

Contingency : : , n/a

Total Project Costs : $150,000
Item:

CED Committee
April 24,2012
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2. COST ELEMENTS OF AGREEMENT/CONTRACT
(DDA with Sunfield Development, LLC):

Sub Project/Phases - | $150,000

Management - _ n/a
Equipment : : n/a
Software ' n/a
Maintenance n/a
Service , n/a
-Labor Rates o n/a
Taxes and Fees ‘ ' n/a

TOTAL AGREEMENT/CONTRACT AMOUNT ~ ~ $150,000
3.  SOURCE OF FUNDING:

Funding totaling $150,000 is available from the Funding Agreement advance from the
Central City East project area within the Central City East Capital Fund (5640).

4. FISCALIMPACT;
The allowance for the removal and disposal of soil from the ‘pr‘operty 1s estimated to cost

1ip to $150,000 but may be less than this amount. The.allbwance will be placed inan'
escrow account for the project and released as the work'is completed.

FISCAL/POLICY ALIGNMENT

As part of the negotiation and sale of the property to Sunfield Development, LLC, City staff has
proposed to deliver the property clear of hazardous materials. A Phase 2 report for one parcel
(2521-2541 Seminary Avenue) estimated the soil disposal costs during development based on
specific-assumptions. The estimate considers the removal of hazardous waste and soil of

“unpaved and paved portions of the site at approximately $140,350. .City staff is requesting an -
allowance of $150,000 which includes a 6% confingency cost for the removal of the soil. The .
$150,000 will come from the former Redevelopment Agency under the Funding Agreement
advance from the-Central City East project area.

SUSTAINABLE OPPORTUNITIES.

Economic: The project will replace an underutilized vacant and blighted property with a new
commercial neighborhood retail center which will act as a commiercial catalyst for this district:

The project will create new permanent employment opportunities as well as temporary
construction-related jobs. The project will generate sales tax, property taxes, utility taxes, and - -
business licenise tax. co ' ' '

Jtem:
CED Committee
Apnl 24,2012



Deanna J. Santana, City Administrator
Subject: DDA at Foothill and Ssmlnary

* Date: March 26,2012 - ' ‘Page-8

Environmenta): The project will remove a blighted property from this commercial node and will
create an infill neighborhood commercial retail development. The developer will use its good
faith efforts to design, develop, and construct the Project to be env1ronmen|ally sustainable in
conformance w1th the Build it Green commercial checklist.

Social Equity: The project will provide much needed access 1o retail services for daily goods
and services in the Central East Oakland neighborhood and community. The project will bring a
pharmacy and health and wellness services and retail lo a neighborhood that is lacking andin
need of these services. The area currently lacks the basic goods and services that should be
available to residents. :

CEQA

The project was approved by the Planning Commission on October 19, 2011 with a Notice of -
Exemption (NOE) based on an in-fill exemption (Secﬁon 15332 on the Callforma Enwronmental
Quality Act). : , _

For questions regarding this report, please contact Theresa Navarro-Lopez Urban Economxc .
Analyst IV at (510) 238-6250. .

Respectfully submitted,

"Fred Blackwell
Assistant City Administrator

Reviewed by: ‘
Gregory Hunter, Nelghborhood 1nveslment Officer -
Larry Gallegos, Redevelopment Manager !

Prepared by:
Theresa Navarro-Lopez, Urban Economic Analyst IV
Office of Neighborhood [nvestment

Attachments
Attachment A, Map of City of Oakland Eleven Properties
~ Attachment B, Site Plan of Seminary Foothill Project
Attachment C. Keyser Marston Associates, Inc. Section 33433 Report :
Attachment D. Estimated Revenue to the City of Oakland from Foothill Seminary Devel opment

iiem:
CED Committee
April 24, 2012



Atachment A Foothill Se'mi'nary‘De'v'eliopme'nt Project Parce‘ls‘

38-3182-21

| 38-3182-22

" | 38-3182-20

'38-3182-5

FOOTHILLBLVD | -

© /] 38-3182-24

38-3182-23

38:3182-25

38-3182-2

- 38-3182-3

‘Legend

BANCRoFTAvE

38.3182-26

38-3182:1

‘[ ] city Owned Parcels
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SUMNARY REPORT PURSUANT TO
SECTION 33433
OF THE .
CALIFORNIA COMMUNITY REDEVELOPMENT LAW
"~ ONA
DISPOSITION AND DEVELOPMENT AGREEMENT BY AND BETWEEN
THE REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
~ AND E
SEMINARY POINT, LLC

The California Health and Safety Code, Section 33433, requires that if a redevelopment-agency
wishes to sell or lease property to which it holds titie and if that property was acquired in whole
or in part with property tax increment funds, the agency must first secure approval of the . ‘
proposed saie or lease agreement from its focal Iegrsiatwe body after a public hearing. A copy of
the proposed sale or lease agreement and a surnrnary report that describes and contains
specific financing elements of the proposed transaction will be available for public inspection

* prior to the public hearing. As contained in the Code, the followrng information will be lncluded in |

the summary report

1. The.cost of the agreement to the redevelopment agency, including tand acquisition
costs, clearance costs, relocation costs, the costs of any improvements to be provided
by the Agency, plus the expected interest on. any loans or bonds to finance the
agreement;

2. The estrmated value of the interest to be conveyed determrned at the hrg hest: and best
use permitted under the redevelopment pian

* 3. The estimated vaiue of the interest to be conveyed in accordance with:the uses,
covenants, and development costs reguired under the pr0posed agreement with the
Agency, i.e., the reuse value of the'site;

4, An explanation of why the sale of the property will assist in the eliminétion of blight; and

5. Ifthe sa_le.price is'less than the fair market value of the interest to be conveyed, _
* determined at the highest and best use consistent with the redeveio pment plan, then the

Agency will provide as part of the summary an expianatron of the reasons for the
difference,

Keyser Marston Associates, Inc.

Page 1
TM7\17019\023\002-002 doc; 3/30/12



This report outlines the salient parts of the Disposition and Development-Agreement {the
"Agreement”) entered by and between the Redevelopment Agency of the Clty of Oakland (the
“Agency"), a community redevelopment agency organized and exlstlng under:the Caiifornia
Community Redevelopment Law, and Seminary POInt, LLC (the Developer ).

The aforementioned Agreement sets forth the terms and conditions under WhICh the Agency will
sell the property to the Developer, and by which the Developer will construct certain
improvements on the property in conformance with the Central City East Redevelopment Plan.
As part of the Agreement the Developer also grants a repurchase option to the Agency to the
.property as set forth in this Agreement.in the event that the Developer does not move forward
with the project. :

Thls report is based upon information in‘the proposed Agreement and is org amzed in sn(
sections:

. Summary of the Proposed Agreement — This section inclt.ldes.'a q_eecription of the site,
" the proposed development and the proposed major transaction terms of the Agreement.

li. Cost of the Agreement to the Agency — This section outiines the cost of the.
Agreement to the Agency” for costs associated W|th the Agreement between the Agency
' and the Developer.

ill. Estimated Value of the Interest to be Conveyed — This sectlon summarlzes the'value
of the interest to be conveyed to the Developer

IV. Consideration Received and Reasons Therefore — This section describes the
consideration to be paid by the Developer to the Agency .-It also contains a comparison
-.of the consideration and the fair market vaiue at the highest and best use consistent with
the redevelopment plan for the interests conveyed.

V. Elimination of Blight — This section inciudes an explanation of why the sale ofthe
property wilt assist in the elimination of blight and the supporting facts-and materials.

Vi. Conformance with Five-Year Implementation Plan — This'section describes how the
"~ Agreement is in conformance with the Agency’s Five-Year implementation Plan.

Keyser Marston Associates, Inc. P.age'z -
"TVAA7019\023\002-002 . dog; 3/30/12 ' ’



1. SUMMARY OF THE PROPOSED AGREEMENT

The Redévelopment Agency of the City of Oakland (the “Agency"), a community redevelopment
agency organized and existing under the California Community Redevelopment Law, and
SeminaryPoiht, LLC (the “Developer”) plan to execute a Dispositiori- and Development
Agreement (the "Agreement} for the sale of Property (the “Property”) currently owned by the
Agency. The Property is described in more detail below.

Unger the Agreement, the Developer is required to develop a new neighborhood commercial
retail shopping center (the “Project”) on the.Property. The retail Project is described in detail

. below. As part of the Agreement, the Developer also grants a repurchase option to the Agency
to the Propeﬁy in the event that the Developer does not complete specific milestones of the
Project within specific dates. ' ‘ - '

A. Description of the Property and Project

., PrOperiy

TheProperty:t_o ‘be sold to the Developer under the Agreement is an assemblage of eleven (11)
contiguous, vacant parcels. These parcels, assembled by the Agency,'creéte a single site of
- approximately -1.69 acres. As shown in the figure below, the site is located at the south-west
corner of the Foothill Boulevard and Seminary Avenue approximately 6 blocks'éc_:uth of Mills -
College with primary frontage on Foothill Boulevard, Seminary Avenue, and Bancroft Avenue,
" The-Property is located in the Central City East Redevelopment Project Area (the "Project
Area",) . . : R -

The Property includes the parcels with
the following Assessor's Parcel
Numbers (APNs) 038-3182-01, 038-
3182-02;.038-3182-03, 038-3182-05, o
038-3182-20; 038-3182-21, 038-3182- -
22, 038-3182-23, 038-3182-24, 038-_
3182-25, and 038-3182-26. These
parcels are’in the process of being
combined into one single parcel {Parcel
Map No. 10030},

Source: Qakland Ptanning Commissiﬁn. Staff Report, Oct. 2311.

Keyser Marston Associates, inc. _ Page 3
TM7VI7018\023\002-002 doc; 3/30/12 '



‘Project — Semmary Point

Under the proposed Agreement, the Agency will seli the Property to the Developer, and the -
Developer is required to construct on the property a'neighborhood commercial retail shopping
center project.in conformance with the Central East Redevelopment Plan. The Developer has
already submitted, and the Agency has approved schematic design and outline specrfrcatlons
'for the proposed Project which is currently known as "Seminary Point”.

The Seminary Point development consists of four new buildings totaling approximately.27,000
square feet of retail space. Building interiors will have a clear ceiling height of 16feet. Exterior -
building heights’ have not yet been finalized. The proposed structure will include a reinforced _
concrete slab on grade, reinforced wood frame construction, stucco exteriors, sloped flat roof '
. behind a raised parapet. interior walkways and plaza areas will be concrete and will be '

‘separated from the proposed asphalt parking ot by a concrete curb and sloped handrcapped
ramps were applicable. The depth of the building foundations and parking | ot section are
pending completion of geotecnnical~investigation and structural-engineering design,

internal on-site surface parking lot will accommodate 73 off-street parking spaces accessible
from four points of access: two from Foothill Boulevard, one from Seminary Avenue, and one
from Bancroft Avenue, One of the pointsof access from Foothill.Boulevard will serve as-a orie-
way-in drive thru, which will serve a pharmacy drive thni window for Walgreen's. Another

- internal drive thru will serve a proposed coffee house. The Internal parking |ot will also mclude
foundations for. Ilghtrng and .curbed planter areas.

- The proposed Seminary Point development was approved, subject to certain conditions of :
approval, by the Crty Planning Commrssron meetrng on November 18, 2011.

-

B.  Agency and Developer Obligations

This section surnrnarrzes the salient. aspects of the, proposed Agreement’ between the Agency
and the Developer.

Agency Responsibilities:

= At close of escrow, the Agency will convey by a grant deed the Property tothe
Developer for the price of $6,000.

= At the close.of escrow, the Developer and the Agency will pay equally the costs of all
escrow, recording, and notary fees, title report costs, City real estate transfer tax, and
other costs and expenses of escrow, except for ad valorem taxes and assessments, if.
any, for any period prior.to close of escrow.

* The Agency will be solely responsible for the costs of the County of Alameda real estate
transfer tax. '

Keyser Marston Associates, Inc. Page 4
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= The Property and all structures on the Property will be conveyed in an “as is” physical
condition. The Agency is-not in.any way responsible for the condition of the Property or any
structures on the Property, or for removing, demolishing, or relocating any structures,
debris, rubble, demolition material, or subsurface construction on the Property, including
.structures associated with prevuous City uses of the Property of any underground utility
facilities or mprovements

= {fthe property is not conveyed to the Developer by the clos|ng date set forth in the
Schedule, for any reason other than an-Agency default, the Agency may retain the Good
Faith Deposit in the Amount to be determined by the Agreement as its liguidated
damages. ‘ - .

‘= The Developer and’ lhe Agency waive and’ release each other from any claims, causes of
-actlon Ilabulmes of costs arising from the presence of or associated with the investigation,
monltonng or remediation of any hazardous materials contamination on or hear the

' property except as otherwise specifically provided in the Agreement, whether or not such
contam|nat|on was known as of the date of the Agreement.

« The Agency's retalns optional rights to repurchase the property upon a Developer
default If the-Agency elects to exercise its option to repurchase the Property,'lhe ]
Agency will, within 60 calendar days of written notice to exercise such option, provide
the Deve’loper with written notice of the Agency's determination of fair market value. If
the Developer disputes-the Agency’s determination of the fairmarket value, the
Developer will notify the Agency of its own determination of the fair market value. The
Agreement details- the procedure for reconciling the dlfferences in opinion about fair

market value

.= The Agency may assign any of its optional rights to repurchase the property 1o any other
entity in its sole discretion. -

Developer Responsibilities:

"= At the close of escrow, the Developer will purchase the Property from the Agency in |ts
- asis c0ndmon for $6,000.

» The'Developer and the Agency will pay equally the costs of all escrow, recording, and
notary fees, title report costs, City real estate transfer lax, .and other costs and expenses -
of escrow, except for ad valorem taxes and assessments if-any, for.any period: pnor 10
_close of escrow. . s ‘

= The Developer will be solely responsible.for the cost ofobtaining its title insurance
policy. ‘ T
» The Developer is-solely responsible for placmg the Property in all respectsina physucal
condition entirely suitable for the development of the Project (including undertaking any
~ remediation work with respect to-hazardous materials); removing or demolishing or
otherwise -accommodating any structure or improvements on the property; and removing,

Keyser Marston Associates, Inc, . i Page 5
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demolishing or relocating any telephone cables, as required by the approprlate
governmental or public entity as a condition for vacatlng

= The Developer is solely responslble for all costs of investigation, removal, cleanup, -
treatment, transportation, disposal, and monitoring of any contamination by hazardous
materials on or near the Property as required in connection with the .Project, whether
‘such contamination occurred prior to or followmg conveyance of the Property to the
Developer. ‘ ‘

s  The'Developer and the Agency waive and release each other from any daims, causes of
action, liabilities or costs arising from the presence of or associated with the investigation,
monitoring or remediation of any hazardous materials contamination on or near the .
Property, except as otherwise specffically provided in the Agreement, whether or not such
contamination was known as of the date of the Agreement. -

» The Developer will construct the Project in accordance with the Schematic Design Plans
approved by the Agency. Any subsequent material change to the approved Sohematlc
Design Plans must first be submitted to and approved by the Agency.

= The Developer is responsible for all aspects of the Project, including the-quality and
suitability of the construction plans, the supervision of construction work, and the
qualifications, financial conditions, and performance of all-architects, engineers,
* contractors, subcontractors, suppliers, consultants, and property managers.

* The Developer is also-solely responsible, at its own expense, for installing any off:site
improvements in.connection with the Project.

* = The Developer will use its good faith-efforts to design, develop -and construct the Project
' to be environmentally sustainable in conformance with'the Build it Green oommerclal
checklist published by the U.S. Green Building Council. '

=  The Developer will abide by the Agency's and City's employment and contraotlng
requirements.including, but not limited to, State Prevailing Wage Reqmrements

= The Agreement stipulates dates (or states that the dates will be determined) for various
milestones assaciated with the construction of the Project. Specifically, the agreement
requires the Developer to-file substantially complete applications for all required
governmental land use approvals for the Project, submit a Financial Plan to the Agency for
its review and approval, and commence and complete construction of the Project per the
timeline in the Agreement. '

» Asa condition precedent to the close of escrow, the Developer will depos|t into escrow a
fully executed grant deed reconvening fee title to the Property from the Developer to the
Agency if development does not occur within'the stipulated periods described above.

= |f the Agency elects to exercise its option'to repurchase the Property, the Agency will,
within 80 calendar days of written notice to exercise such option, provide the Developer

© with written notice of the Agency's determination of fair market value. If the Developer
disputes the Agency's determination of the fair markel value, the Developer will notify

Keyser Marston Associates, Inc. . , Page 6
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~ the Agency of its own determination of the falr market value. The Agreement detaifs the
procedure for reconciling the differences in opinion about fair market value:

= Upon Agency's exercise of the option; the Developer will deliver title to the Property to -
the agency free and clear of any such liens. leases, morigages, or encumbrances,
except for those already approved by the Agency.

Keyser Marston Assogiates, Inc. Page 7
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. COST OF THE AGREEMENT TO THE AGENCY

This secfion presents the total cost of the Agreement to the Agency, as well as the "net cost” of
the project after consideration of the project revenues.- The net cost can either be an actual cost,
when expenditures-exceed receipts, or a net gain, when revenues created by the
implementation of the Agreement exceed expenditures. ’

A, Estimated Cost to the Agency X _ A

The costs to the Agency of acqumng the eleven (11) parce!s that comprise the Property are as
foliows: .

The Agency has sbent approximately $4.5M to aesemble parceis (title reports, appraisals,
environments Phase 1 & 2 reports, acquisition, haz-mat.abatement for.building where
applucable building demolition where apphcable ongoing malntenance e.g. weed abatement &-
trash removal, parcel map (consolldatlng all eleven parceis into one parcel) :

The Agency's purchases of these parcels were funded using bond proceeds Interest on $4.5
million is estimated to be approximately $4.28 million over 30 years at an assumed interest rate
" -0f 5%. Principal and’ mterest will be repald over-a 30-year penod

B. Revenues to the Agency .

The consideration to be paid by the Developer to the Agency for the Property is $6,000.

C. MNet Cost.to the Agency

The Agency's.cost is approximately $4.5 million, as summarized below:

Estimated Agency Cost (Approx.) " ‘$4.500,000
(Less) Agency Revenue: '
Saje of Property ($6,000)
Net Cost - ' $4,494,;000
Keyser Marston Associates, Inc. ‘ _ - ‘Page’8 .
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L. . ESTIMATED VALUE OF THE INTEREST TO BE CONVEYED AT THE HIGHEST AND

’ BEST USE' PERMITED UNDER THE REDEVELOPMENT PLAN AND REUSE VALUE
WITH THE CONDITIONS, COVENANTS, AND DEVELOPMENT COSTS REQUIRED
BY THE DISPOSITION AND DEVELOPMENT AGREEMENT

A. Highest and Best Use

In December 2011, the Oakiand Redevelopment Agency commissioned Yovino-Young, Inc. to
conduct an appraisal of the collective parcels for the proposed shopping center property.

The appraisal by Yovino-Young concludes that the highest and best use of the subjecf site is
the future construction of a neighborhood shopping center similar to the proposed project. The
estimated market value of the subject site, assuming the site is vacant, assembled and available
for development te its highest and best use, but not entitied for deveiopment of a specific .

project, is $2,250,000 and, if entitied for development of a specific project, $2,800,000. As noted .

in the appraisai, the estimated value focuses-on recent land transactions to generate a
reasonable value indication

B. Reusge Value

ReUseivalue is defined as the highest-price in terms of cash or its equivalent that a propertty or
‘development right is expected to bring for a-specified use ina competitive open market, subject
o the covenants, conditions, and restrictions imposed by the Agreement ‘The Agreement
contains: specmc covenants and conditions designed to ensure that the conveyance of the
Property wiii be carried out in'a manner to achieve the’ Cltys objectwes standards, and cntena
under the’ Redevelopment Pian, ;

“'KMA estimated the reuse value of the Property based on'the anticipated develo'prnent : ]
economics of the proposed Project. The private inveétment supported by the anticipate income
is compared with the estimated development costs. The analysis.uses the estimated
deveiopment costs and revenues provided by the Developer-and has evaluated the costs and
Tevenues for reagsonableness. Based on a financial feasibility analysis of the proposed PrOJect
KMA conciudes that the fair reuse value of the Site is $6,000.

Tables 1 through 3 present KMA's residual vaiue analysis for the proposed P'roject. There are
several important considerations in the analysis, including:

1. The specific project described in the Agreement is.tc be developed. The Developer is
required to construct a first class, signature commermallretan development that )
incorporates high quality features.

2. "Development of the Project must occur shortly after‘conveyance of the Property.
Speculation by helding the land and not developing is not aliowed.

Keyser Marston Associates, Inc. e , : Page 8
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3. The location has a dowhward impact on the reuse value of the Property as illustrated by: -

a. The Iocation has a downward impact on rents. The anchor tenant rent (Walgreens) is
at $26 and we are aware of this tenant paying substantially higher rent. The in line
shop average annualrent is $26. We are aware of a similar‘project within '
approximatety 5 miles of this project and the average annual rent for in line shop
space is $38, or $12 per sq.ft. higher. The lower achlevable rent has a downward
impact on the land value supported.

b. There are extraordinary security.costs that are esti mated by the Developer to, be
approximately $10, GOD per month

Development Costs

' In estimating development costs, KMA revnewed the financial pro forma submltted by the -
Deveioper. KMA made various adjustments to the Devetoper pro forma based on our '

- experience with simitarly sized retail projects. As shown in Table 2, the develo pment costs for
the Project, ei(cluding land acquisition, are estimated by the Developer to tota!l approximately . «
$7,329,000. This equates to-$272 per rentable square foot (RSF) These costs inciude the
following: :

* Land acquisition refated expenses (e.g. Iegat and ciosing costs) of $20, 000
= Site improvement costs of $750,000 or $10 per-sqg.ft. of land area. . '

= Direct construction costs, such as builder's overhead and profit, ‘tenant improvements
and contingency, are estimated to total approximately $5,011,000 million. This equates
to $186 per RSF. These costs are inclusive of the. requifemeni to pay prevailing wages
during construction as well as compllance with the Clty of Oakland’s Lwnng Wage
Ordinance. > L

= Indirect costs ‘such as archltecture englneermg ‘public permits and fees, legal.and .
" accounting, taxes and insurance, marketing, leasing commissions, developer fee, and
contingency, are projected to be $1,275,000, or approximately 25% of direct costs.

= Financing costs, consisting of ioan fees. and interest during construc'uon are estlmated '
- to be.$273,000 or 5.6% of direct costs. The estimated construction loan is $6 million.

" Net Operating income

Table 3 presents the estimate of stabilized net operating. income (NOI) estimated by the
Developer. KMA reviewed the revenue prOJectlon and compared it to other similar pro;ects W|th
which we are familiar.

The KMA pro~forma analysis considers the Developer's NOI projection and is based on specific
- lease negotiations with pr05pectwe tenants. The NOI projection of approxumately 5569 468
. reflects the following assumptlons

Kayser Marston Associates, inc. Page 10
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» As stated above, the location has a downward impact on rents. The anchor tenant rent
(Walgreens) is at $26 and we are aware of this tenant paying substantially higher rent..
The in line shop average annual rent is $26.10/year (or $2.18/month) per RSF triple net
(NNN). The rent is supported by documentation from the tenants. We are aware of a
simitar project within approximately 5 miles of this Project and the average-annual rent
for in line shop space is $38, or $12 per sq.ft. higher. The lower achievabierents has a
downward impact on the iand value supported. ' :

v

1 A vacancy factor of 5% of the in-ling shops, excludlng the anchor. space (Waigreen s)

' - » Reimbursable expenses and reimbursable: revenues from Tenants-are included.”
Reimbursable expenses include common area ‘maintenance (CAM), msurance‘and
property taxes. As part of CAM, there are extraordinary security costs that are estimated
by the Developer to be approximately $10,000 per month. '

»  Annual unreimbursed.operating expenses inciuding management fe es at 6% of gross
rent after vacancy and $.15 of non- ~-reimbursable expenses

- The projected annual net operating income (NOI) is‘$623;51 2.
" ‘Reuse Value

The reuse fand value supported by the Project can be estimated as the difference between the
total development costs, exclusive of land acquisition, and the.private investment supported by
the NOI. As 'shown in Table 3, KMA estimates that the prwate investment supported. by the
".projected rents is approximately $7,335,000, based on an 8:5%: return of cost (ROC). An 8.5%
‘ROC.allows for an apbroxima'tely 10% to 15% profit, depending upon the value at cdmpletion of
the Project. The difference between the. private investment supported and total development
costs of $7,329,000 represents the reusetand value for the Property which is estlmated at -
$6,000, as follows: _

Value (Rounded)*

| Net Operating Income (NOI) $523,512

| Return of Cost - o 8.5%

| Private Investment Supported $7,335,000

| Less: Total Development Costs © ($7.329,000)
‘Estimated Reuse Value $6,000 [

“Numbers may not-add up due fo rounding

in conclusion, the estimated Reuse Value is $6,000.

Keyser Marston Asscciates, inc. - " Page 11
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V. CONSIDERATION RECEIVED AND REASON THEREFO RE

The consideration being paid to the Agency for the Properties is‘less than the hlghest and best
use value of up to $2.8 million.

The Agency has determined that the development of a retail center as stipuleted in the
Agreement offers the best complementary uses for the Project Area and will best further the
overall goals of the Agency's plan for the Neighborhood and to promote the long term vitality of
the City. The Agreement between the Agency and the Developer incorporates the following
covenants and conditions, which are designed to ensure that the conveyance of the Property
will be carried out ina manner to achleve the City's objectwes standards, and criteria under the
Redevelopment Plan

* The Agreement imposes a covenant on the use of the Property so th at it can only be
used for the development and operation of a retail center.

*  The Agreement imposes the obligation on the Develo_per and its contractors to comply
" with applicable governmental requirements, including (td the extent applicable) the
payment of state prevailing wages and Living Wages during construction

" = The Developer is required to construct a first class signature commerolallretall
development that- mcorporates high quality features.

+  The Developer is required to adhereto the schedule of performanoe contained in the
Agreement, notwithstanding current market and fmanomg conditions for new
comm ercialfretail development. :

= The Agreement includes an option agreement that enables the City the right to take: baok

‘ the Property if the Developer fails to meet the development- schedule .

. Because of such covenants and conditions, the compensation to the Ageocy.is,lower than the’
- fair market value at highest and best use. ' -

V. - ELIMINATION OF BLIGHT

The Property is located in the Central City East Redevelopment Proj'ect Area ("Project Area”)in
" the City of Oakland. The Project Area was established in 2003 after neighborhood groups,
including merchants, requested that the City Council include the area in a redevelopment
project Residents were frustrated with deteriorating conditions along the commercial corridors
in'the central and eastern portions of the City and the impact on the adjacent residential areas.
Residents cited deteriorated and vacant. bundlngs prostltutlon and drug trafficking as specific
problems impacting the area.

Residents have expressed strong interest in supporting neighborhood commercial uses.
‘However, the present appearance of Foothill Boulevard gives an overall depressed impression

Keyser Marston Associates, [nc. . . Page 12
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to the entire area. In some areas blight is unchecked. Speeding, reckless drivers and loitering,

particulariy at liquor stores has created an environment conducive to crime. Local Neighborhood

Crime Prevention Councils are vigilant in their efforts to work with law enforcement to maintain a

sense of safety on the corridors and in the surrounding residential areas. The Agency has

focused resources on improving the safety and appearance of the street’by comple_ting an
expanded streetscape program along with improvements in existing buildings.

‘Despite these efforts, the present conditions have proven to deter ‘legitimate retailers and
developers, and.only a few marginal businesses have attempted to open recently. Furthermore,
the large number of inadequately sized parcels in multlple ownerships prevent the development
of contemporary facmtles .

lmplementatlon ‘of the proposed Agreement can be -expected to assrst in the allewatlon of
bllghtlng condltlons through the following:.

. » Achievement of an environment reflecting.a high level of concem for architectural,
landscape, and urban design and land use‘principles appropriate to attainment of-the o
objectives ofthe'Redevelopment Plan and capable of attracting new retailers to the )
area. Starbucks, Walgreens, The UPS Store, and Subway are among the retallers who N
haye'expressed interest in locating at Seminary Point. -

» Provision for increased revenues to the City, |nclud|ng sales business license, and other .
" fees, taxes, and revenues to the City. :

= Provision for tax mcrement to provide funds necessary to finance rehabll |tat|on and
development programs which cannot be. accomplished through- exlstlng publicly funded
programs or by the private sector acting alone to eliminate bllghtlng mﬂuences in the -
Project Area, o _— S : S
-» Creation and development of local job opportumtles and the preservation of the: area s -
. existing employment base.-

= Creating a sense. of safety in the Area by attractlng a constant flow of custorners to the
area.

VL CONFORMACE WITH FIVE-YEAR IMPLEMENTATION PLAN

The Redevelopment Plan for the Central City East-Redevelopment -Project was adopted'in
2003. This "Area Plan" provides the Agency with powers, duties and obligations to implement
and further the redevelopment, rehabilitation and revitalization of the Project Area, The goals of
the Plan include:

A, Stimulating in-fill development and-land assembly opportunities on obsolete,
underutilized, and vacant properties in the Project Area that present health and safety
hazards.

Keyser Marston Associates, inc. ' ‘ . Page 13
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B. Atffracting new busmesses and retain existing businesses in the Project Area, prowdmg
job training and employment opportunities for Project Arearesidents.

C. lmprowng tranSportatlon, open space, parking, and other public facilities and
infrastructure throughoutthe Project Area.

D. Revitalizing neighborhood commercial areas and'strengthening retail in the'Projec':t Area.

These goals are to be accomplished through the followmg strategies:

A. Assembling adequate sites for'the development and construction: of residential,
-commercial, industrial, or public facrlltres

W

Demolishing or removing buiidings and |mprovements when necessary;

9

. Conveying sites to redevelopers for the development and construction of resigential,
commercial, industrial, or public facilities; and -

D. Promoting redevelopment by private redevelopers or other pubiic agenc|es for uses in
accordance with the Pian.

The 2008-2013 impiementation-Pian inoorporates the goals delineated in the Area Plan and
identifies specific programs and activities to execute the strategies discussed.

According to.the Implementation Pian the Agency will focus its activities-in the near-term on _
-eliminating physical and economic blight conditions through the construction-of-public
improvements and utilities, and assisting the private sectorin developing vacant and/or
_underutilized properties. It is hoped that the Implementation Pian as proposed will encourage
further private sector investment in both commercial and residential designated areas.

- One of the specific programs during the 2008-2013 period of the Redevelopment Plan is a Land -
Assembly and Relocation Program. The purpose of this program is fo assist prl\}ate,'public, and
non-profit developers in assembling small, underutilized and/or poorly configured parceis of
property into sites suitabie for new development. According to the implementation Planthe .
Agency may assist-in the selective assembly of land through voluntary purch ase, negotiated
purchase, or eminent domain. By assembling smali parceis, the Agency will reduce the number
of inadequate sized parcels in muitipie ownerships and provide adeguate space to develop
-contemporary facilities. The program may also include site preparation.activities such.as
demolition and clearance, and assistance for environmental remediation.

The lmplementatlon Plan specmcally identifies Disposition and Development Agreement {DDAS)
as a tool for providing land write downs orto grant or-ioan money to assist new retall
commerciai, or housing development of expansmn of existing facilities.

The sale of theP'roperty to Seminary Point, LLC conforms to the'goals and programs stated in _
the Area Plan as well as the implementation Plan as described above.

‘Keyser Marston Associates,. Inc. Page 14
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Tabie1
Summary

Seminary Point Shopping Center

_Oakiand, CA

Development Program
Site Size

Retail Buildina Area
Walgreens
Financial

Food Service
Starbucks

Drive Thru

Subway

Restaurant

UPS Store -

© Total

FAR

Parking
On-site Parking (surface)

Development Costs

Lénd

Site improvements
Direets,.incl. Tenant Improv
Indirects

Financing

Total '

Income

Gross Rents
Reimbursements
{Less) Vacancy
Effective Gross income
{Less) Expenses

- NOU

Reuse Vaiue

Private Investment Supported @
<Less> Development Costs

‘Reuse Value

73,616 sg it

1.69 acres
So. Ft.
14,250  53%
4300  16% -
1,200 4%
1,800 7%
1,200 4%
1,200 4%
2,000 7%
1,000 4%
26,950 100% ]
0.37
73 spaces 2.71 1,000 SF
PSE Total
$1 " $20,000.
$28 '$750,000
$186 $5,011,000 -
| $47 $1,275,000
$10 ___$273.000
$272 $7,329,000
'$26.10 $703,420
$11.36  $306.025
_ ($1.18) ($31,719)
$36.28 - $977,726
_ ($13.14) ($354,213)
$23.14 . $623 512
8.5% ROC $7,335,000
- ($7.329,000) -

$6,000

Prepared by Keyser Marston Associates, Inc.
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Table 2
Development Costs

Seminary Point Shopping Center

Qakland, CA

Net Rentable Sq. Ft

Total number of parking spaces
Parking Ratio {per 1 00050

Stte Area

Land. Acquisition
Land
Legal & Other '
" Total Land Acquisition

Site improvements
On-Site !
Qff-Site -

Direct Costs
Hard-Costs '
Contingency
Tenant improvements
Total Directs

Indirect Costs *
A&E Fees
Fees & Permits
Accounting & Legal
Propery Taxes during Const. '
Broker Commissions
Developer Fee
Soft Cost Contingency
“Total:Indirects

Financing
Construction Loan int. '
Debt Placement Fee **
Capital Placement Fee *?

Total Finaneing -

Total Development Costs

Total Site'Improvements -

26,950
73
2.71
73616
$/RSF
: $0 -
$1 $20.000
k1 $20,000
$28 $750,000
$0
$28 - $750,000
$142° $3,820,000 -
$6 ~'$229,000
338 “$962,000
$166 '$5,011,000
$11 $288,000
$13 _ $346,000
$2 $58,000
$0 $11,000
$13 $362,000 .
$6 $150,000
$2 $60,000
$47 $1,275,000
$4 " $120,000
$4 $120,000
$1 - $33,000
$10 $273,000
$272 $7,329,000

? Based on Developer estimate. Profoma. dated 10/19:2011. _
?'Developer's proforma includes Debt and Capital Placement Fees under indirect Costs.

"Prepared by Keyser Marston Associates, inc.
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~ Table3
Estimated Reuse Value
Seminary Point Shopping Center

Oakland, CA
I. income’

- So. Ft . PBSE Annual Income -
Walgreens ' 114,250 $ "26.32 $375,060
Financial ) - 4,300 $ 28.00 © $120,400
-‘Food Senvice ’ 1,200 $ 2580 " $30.960
- Starbucks ‘ 1,800 $ 33.00 $59,400
Drive Thru |, . ' 1,200 $ - 30
Subway 1,200 $ 3000 . $36000 .

~ Restaurant 2,000 $ 25.80 $51,600
UPS.Store 1,000 ‘$ 30.00 : $30,000
Gross Rents - e s 26,950 $26.10 - -$703,420
Reimbursements o $11.36 $306,025
Admin Fee on CAM - %0
_ Total Gross income o . . $37.46 $1,009,445
{Less) Vacancy - 5% - ($1.18) © O ($31,719)
Effective Gross Income - ; | $36.28 $877.726
Il.- - Operating Expenses 1
Management & Asset Mgt. Fee ~ ' C (3247) ($44,108)
" Non reimburseable expenses " - , {$0.15) - ($4,080)
Reimbursable Expenses - ©($11.36) {$306,025)
Total . - ($13.14) ($354.213)
. NOL | - $2314 - $623512
V. Reuse Value .
Private Investment Supported @ B.5% ROC - $7,335,000
(Less) Development Costs . o ($7,328,000)
Reuse Value ' - . $6.000

' pased on Developer estimate. Profonna dated 10/19/2011.
2 Vacancy estimated, excluding Walgreens and including reimbursements

-Prepared by Keyser Marston Associates, Inc.
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ORDINANCE NO. ‘1 -31’1-4 C—.M.‘S.

AN ORDINANCE AUTHORIZING A DISPOSITION AND
DEVELOPMENT AGREEMENT WITH SUNFIELD DEVELOPMENT,
LLC, FOR THE SALE OF PROPERTY AT FOOTHILL BOULEVARD
AND SEMINARY-AVENUE FOR $6,000 FOR DEVELOPMENT AS A
RETAIL SHOPPING CENTER, AND ALLOCATING $150,000 FOR.
REMEDIATION OF THE SITE -

WHEREAS the Crty OWns eleven contlguous vacant parcels of land focated at the .
southwest comer of Foothill Boulevard and Seminary Avenue (the "Property”), consisting of 1. 69
acres, as more partlcularly deSCI’Ibed in the staff report- accompanymg thls ‘Ordinance; and

. WHEREAS, the City- purchased the* Property from the RedeveIOpment Agency of the
City of Oakland in 2012 for development purposes; and

) WHEREAS, on September 4, 2009 a Notice of Development Opportunltles
- {"NODO") was issued to solicit development proposals for the Property; and '

WHEREAS, of the three proposals rece|ved in response to the NODO, the- Cltvs

. review pane! awarded the highest number of p0|nts to the proposal submltted by Sunfleld

Development, LLC (“Sunfield”); and’

WHEREAS, Sunﬂeld has pr0posed to develop apprommately 26,850 square feet of
new neighborhood-serving retall uses with 73 off-street parking stalls; and

WHEREAS, a reuse value analysis ‘undertaken by Keyser Marston Associates, Inc.,
- concludes that, based on a financial feasibiiity - analyS|s of the proposed prOJect the fair reuse value
of the Pr0perty is nominal; and :

WHEREAS, staff is recommendlng that $150, OOO be allocated as an allowance to
- Sunfield to pay for remediation costs; and '

WHEREAS, a Disposition and Development Agreement (“DDA") will set forth the terms
and conditions under which the City will sell the Property to Sunfield and by which Sunfield - will
construct |mprovements on the Property; .and .
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WHEREAS, the City Council has adopted -Ordinance No. 10142 C.M.S., which
establishes procedures for the sale and lease of City-owned property which is not surplus; and

WHEREAS, the sale of the Property to Sunﬁeld for development and .operatron as a
neighborhood-serving commercial retail center will further the health, safety, and general weifare of
the residents of the City of Oakland by improving access fo focal goods and services and brrnglng a
pharmacy and weliness services to the East Oakland communlty, and ‘

WHEREAS, the development of the Property will eliminate physical blight, bring a
vacant property to -productive economic use, and act as a catalyst for the Foothill Seminary
- commercial district, and will generate financial benefits for the City from property taxes, business

license, sales taxes, and utility taxes; and :

: WHEREAS, given the financial feasibility of the proposed project and the need to make
the project work, the sale of the Property to Sunﬁeld at a nomlnal cost of. $6 000 is necessary, now,
therefore .

The Council of the City. of Oakland doesordain as foIlows'

SECTION 1. The City Councﬂ hereby authorizes- the Conveyance of the Property to
Sunfield Development, LLC, or an affiliated entity approved by the City Ad ministrator, for the price of
$6,000, in retum for.an agreement by the developer to devel0p and operate fhe Project as a
- neighborhood-serving commercial retail center. :

SECTlON 2. The City Council further aliocates S'lSD 000 available from the Funding
Agreement.advance from the Central City East project area within the Central City East Capital
Fund (5640) as an allowance to the developer for environmental remedratlon of the Property

SECﬂON 3. The City Council hereby authorizes the ‘City Administrator or her
designee to negotiate and execute a Disposition and Deveiopment Agreement with Sunfieid
Development, 'LLC, or an affiliated entity approved by the City Administrator, for the -sale and
development of the Property consistent with the terms of this Ordinance, as well as negotiate and
execute grant deeds and any other agreements or documents as necessary to convey the Property
to Sunfield upon the satisfaction of any preconveyance cond|t|ons imposed by the City Admlnlstrator
-or her designee.

SECTION 4. Pursuantto Sections 1 and 8(c) of Ordinance No. 10142‘C.M;S., the City
Council hereby finds and determines that it'is in the best interest of the City to sell the Property by

‘negotiated sale to Sunfieid at its fair reuse value .given the need to redevelop the Property for the
benefit of the community. -

SECTION 5. - All agreements associated with the Property and the project shall be
reviewed and approved as to form and legality by the Office of the City Attomey pr1or to execution by
the City, and shall be placed on file with the City Clerk
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- SECTION &. The City Council finds and determines that the sale of the Property and
the project are exempt from the Caiifornia Environmental Quality Act ("CEQA") pursuant fo
Section 15332.of the CEQA regulatlons (in-fill exemption). - '

SECTION 7. The Clty Administrator or ‘her designee is hereby authorized. to file a
notice of detennination with the Office of the Alameda County Recorder and the State Office of
Planning -and Research, and to take any other action necessary in furtherance of the Project,
consistent with this Ordinance aﬁd-its basic purposes. ‘ ,

SECTION 8. The record ‘before thls Councﬂ relatmg to this- Ordlnance mcludes
W|thout I|m|tatlon the foliowing: :

A. Al staff reports, deC|S|on letters and other documentation and information produced by
or on behalf of the City, inciuding without limitation the Planning Commlssmn Report
and all notlces relatlng to this Ordinance and the DDA,

B. All oral and written ewdence received by Clty staff and the City Council before and
during ‘the consideration of this Ordinance, including without Ilmltatlon ‘the Plannlng
- Commission consideration of general plan- conformlty

C. Al matters of common knowledge and all officiai enactments and acts of the City, such-
s (1) the General Plan; (2) the Oakland :Municipal Code, including, withodt iirritation, -

the Oakland real estate reguiations; (3) the .Oakiand Planning Code; (4) other
applicable City policies and regulations; and (5) all applicable state and federal iaws,
ruies and reguiations. o R -

: SECTION 8. The custodians and locations of the’ documents or other matenals whrch_
. constitute the record of proceedings upon which the City Council's decision is based are’ respectively: .
(a) the Office of Neighborhood Investment, 250 Frank H. Ogawa Plaza, 5th floor, Oakland CA; (b)

Planning and Neighborhood Preservation Department, Planning Division,' 250 Frank H. Ogawa

Plaza, 3rd fioor, Oakland CA; and (c) the Office of the City Clerk, 1 Frank H. Ogawa Plaza, 1% fioor,
‘Oakland, CA. : : a . e

‘SECTION 10. The City Clerk is authorized and directed to retain a copy-o'f the Final
. Report in the record of proceedings for this Project which shalii be maintained by the City Clerk.

SECTION 11 The recitals contamed in this Ordinance are true .and correct and are
‘an mtegral part of the Council's decision.



SECTlON 12. This Ordinance shall be in full force and effect immediately upon its
passage as provided by Section 216 of the City Charter if adopted by at least -six members of
Counc:|] or upon the seventh day after final adoption if adopted by fewer votes.

IN COUNGIL. OAKLAND, CALIFORNIA, MAY 15 20122012
PASSED BY THE FOLLOWING VOTE:

AYES- BROOKS, BRUNNER, BEZARUBTR, KAPLAN, KERNIGHAN, NADEL, SCHAAF,
, AND PRESIDENT REID~ =7 - '

NOES-. D¢ La Toeade _ A
ABSENT- ,@_'

ABSTENTION- ,Q—

A R * "/
T . LATONDA SIMMONS. . L
City Clerk.and Clerk of the Council”
of the City of Oakland, Califomia .

Introduction Date  APR3 0 2012 - |



AN ORDINANCE AUTHORIZING- A DISPOSITION AND
DEVELOPMENT AGREEMENT WITH SUNFIELD DEVEL OPMENT,

- LLC, FOR THE SALE OF PROPERTY AT FOOTHILL BOULEVARD
AND SEMINARY AVENUE FOR $6,000 FOR DEVELOPMENT AS A

- RETAIL- SHOPPING CENTER, AND ALLOCATING.- AND
APPROPRIATING $150,000 FOR REMEDIATION OF THE SITE |

NOTICE AND DIGEST

This Ordinance authorizes the sale. of City-owned real property located at Foothill Boulevard and
Seminary Avenue to Sunfieid Development, LLC, for $6,000 for development of a neighborhood
commercial Tetail center on the site. This Ordinance also authorizes the City Administrator to
negotiate and enter into a Disposition and Development Agreement with Sunfield Development -
LLC for this transaction, and makes associated findings with respect to the Callfornla
Enwronmental Quality Act (CEQA) and other matters :



