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33433 Report — 700 Block of K Street

. EXPLANATION OF DISPOSITION FOR LESS THAN FULL VALUE

The Agency has estimated the value of the interest being conveyed to the Buyer if sold
by the Agency at its highest and best use allowed under the Redevelopment Plan. The
Site is an irregular, long, narrow parcel that is not desirable for commercial uses. This
block of K Street has experienced one of the highest vacancy rates in the last decade.

Agency and Buyer have a sale through a Dispdsition and Development Agreement. In
the Agreement, Buyer has agreed to an improvement program as well as other
restrictions, which provide the Agency with considerable consideration that
compensates for this difference. Below is a list of additional considerations and
restrictions placed on the subject property. The fair reuse value is also a function of the
use of the property given the property’s covenants, conditions, and easements as well
as restrictions placed on the property in the Agreement.

Improvement Project

The Regulatory Agreement and Disposition and Development Agreement require the
Developer to rehabilitate the commercial retail spaces along K Street to create 63,000
sq ft of retail, demolish the rear 60 feet of the building, and construct a new 6-story
residential building over 2 levels of parking. The total cost of constructing this project is
$47,262,500.

Property and other Taxes
The Buyer will be responsible for payment of property and other taxes and fees once
the property transfers, which will benefit the various taxing entities.

Ten (30) Year Business Provision and Fifty-five (55)Year Restricted Units

A commercial Regulatory Agreement that runs for a period of 30 years will restrict the
ground floor retail space to retail, restaurant and live music venue uses. A similar
residential Regulatory Agreement will run provisions that run with the land will restrict
the affordable housing units for a period of 65 years. The regulatory agreement limits
the amount of rents that can be collected for 60% of the 137 units to rents that are
affordable. The restrictions are for 72 of the units to be affordable to those at 60% of
area median income and 11 of the units affordable to those at 80% of the area median
income.

Development of Vacant Property

Buyer shall improve nine deteriorated buildings, which are currently unattractive
nuisances and underutiilized biighted properties. The deveioper wili convert undesirable
spaces (20x160 in some cases) and will create more marketable retail spaces by
demolishing the rear 60 feet of the building.

CEQA and Zoning and Land Use Compliance

Buyer shall obtain required land use and zoning approvals, and have complied with the
requirements of the California Environmental Quality Act (CEQA).
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and services and consulting contracts for the Project, and Developer shall undertake the
enforcement of such provisions.

7.17. PROPERTY CONDITION. Developer, at Developer's expense, shall conduct any Property
investigation beyond those provided by Agency under this DDA and which Developer may
consider necessary to determine the condition of the Property for the development of the Project.
As between the Agency and Developer, Developer shall be solely responsible for the adequacy
of such investigations. Except as provided in this DDA, if the condition of the Property is not in
all respects entirely suitable for the use or uses to which the Property will be put, it is the sole
responsibility and obligation of the Developer to take such reasonable actions as may be
necessary to place the condition of the Property in a condition which is entirely suitable for its
development in accordance with the construction plans and drawings approved by Agency.
Agency shall not be responsible for removing any surface or subsurface obstructions, or
structures of any kind on or under the Property.

7.18. ZONING OF THE PROPERTY. Agency exercises no authority with regard to zoning of the
Property. Developer shall assure that zoning of the Property at the time of development shall be
such as to permit the development and construction, use, operation and maintenance of the
Project in accordance with the provisions of this DDA.

7.19. HAZARDOUS SUBSTANCES. Agency has obtained a Phase | and Phase 1T Hazardous
Substances assessment, and has delivered them to Developer. In any event, Developer shall
obtain such Hazardous Substances assessments as Developer deems reasonably necessary to
assure the development of the Project in accordance with all applicable laws, rules and
regulations; provided, however that such assessments are prepared by a qualified environmental
specialist in accordance with nationally recognized standards to determine the existence of and to
quantify the extent of Hazardous Substances on the Property. As between the Agency and
Developer, Developer shall be solely responsible for the adequacy of any Hazardous Substances
investigations obtained by Developer. If Hazardous Substances are known to be on the Property,
Developer shall remediate such Hazardous Substances on the Property as and to the extent
required by any federal, state or local agency having jurisdiction regarding Hazardous
Substances standards or remediation and as may be necessary to avoid incurring liability or
further liability under any federal, State and local law or regulation. If Hazardous Substances are
discovered on the Property after conveyance to Developer and have not been released on the
Property after conveyance to Developer, Developer shall remediate all Hazardous Substances on
the Property as and to the extent required by any federal, state or local agency having jurisdiction
regarding Hazardous Substances standards or remediation and as may be necessary to aveid
incurring liability or further liability under any federal, State and local law or regulation. If
Hazardous Substances are discovered on the Property after conveyance to Developer and have
not been released on the Property after conveyance to Developer and the cost to remediate such
Hazardous Substances is reasonably estimated to exceed Twenty-Five Thousand Dollars
($25,000), Developer may elect to terminate this DDA, upon reconveyance of the Property to
Agency and return of all monies and properties delivered pursuant to or in furtherance of this
DDA. Developer shall bear One Hundred percent of the costs related to such remediation.
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vandalism, and malicious mischief, and with such other endorsements and in such amounts as the Agency may reasonably
require to protect the Property. In the event of damage to the Property and subject to the requirements of Lender, Borrower
shall use the proceeds of such insurance to reconstruct the Property and the public improvements.

9.1. INSURANCE PROVISIONS. Each policy of insurance required under this Loan Agreement shall be obtained from a
provider licensed to do business in California and having a current Best's Insurance Guide rating of A-V or better, or such
other equivalent rating, as may reasonably be approved by Agency's legal counsel. Each policy shall bear an endorsement
precluding cancellation or termination of the policy or reduction in coverage unless the Agency has been given written
notice of such intended action at least thirty (30) days prior to its effective date.

9.2, FAILURE TO MAINTAIN. If Borrower fails to obtain or maintain, or cause to be obtained and maintained, any
insurance required by this Loan Agreement, the Agency shall have the right to purchase the insurance on Borrower’s
behalf, and Borrower shall promptly reimburse the full cost of such insurance to the Agency. If Borrower fails to reimburse
the Agency for insurance, the amount of unpaid reimbursement shall bear interest, at the maximum rate permissible under

the law, until paid.
10. MISCELLANEOUS.

10.1. NONRECOURSE. Nothwithstanding any provision of this Loan Agreement or any document evidencing or
securing this Loan, Borrower, an Borrower’s principals, agent, officer, and successors in interest shall not be personally
liable for the payment of the Loan or any obligation of the Loan. )

10.2. FEDERAL REQUIREMENTS. If any Loan Program is federally funded, Borrower shall comply with all laws, rules,
regulations and funding requirements that govern the use of such funds. Lender shall fully cooperate with, and assist,
Borrower in fulfillment of such obligations.

10.3. NATURE OF REPRESENTATIONS AND WARRANTIES. Borrower certifies to Lender that all representations and
warranties made in this Loan Agreement and all other Loan Documents are true and correct in all material respects and do
not contain any untrue statement of a material fact or omit any material fact necessary to make the representations and
warranties not misleading. All representations and warranties will remain true and correct in all material respects and will
survive so long as any of Borrower's obligations have not been satisfied or the Loan or any part of it remains outstanding,
and for any applicable statute of limitations period. Each request by Borrower for a disbursement will constitute an
affirmation that all representations and warranties remain true and correct as of the date of that request. Each representation
and warranty made in this Loan Agreement, in any other Loan Documents, and in any other document delivered to Lender
by Borrower, will be deemed to have been relied on by Lender, regardless of any investigation, inspection, or inquiry made
by Lender or any related disbursement made by Lender. The representations and warranties that are made to the best
knowledge of Borrower have been made after diligent inquiry calculated to ascertain the truth and accuracy of the subject
matter of each representation and warranty.

10.4. FINANCIAL STATEMENTS. Borrower shall provide Financial Statements to Lenders, as and when reasonably
requested to assure the good status of the Loan and the Property.

10.5. NO WAIVER. No failure or delay on the part of Lender in exercising any right or remedy under the Loan
Documents will operate as a waiver nor will Lender be estopped to exercise any right or remedy at any future time because
of any such failure or delay. No express waiver will affect any matter other than the matter expressly waived and that
waiver will be operative only for the time and to the extent stated. Waivers of any covenant, term, or condition in this Loan
Agreement will not be construed to waive any subsequent breach of the same covenant, term, or condition.

10.6. No THiRD PARTIES BENEFITED. This Loan Agreement is made and entered into for the sole protection and
benefit of the parties and their permitted successors and assigns, and no other Person will have any right of action or any
rights to funds at any time on deposit in the Construction Account or the Impound Account, if established.

10.7. NOTICES All notices to be given under this Loan Agreement shall be in writing and sent to the addresses stated
above by one or more of the following methods.

122


























































































































































































	700 Block of K Street:Attachment 7- Agency Resolution 
	Agency Resolution TOC
	Exhibit A - Findings of Fact and Statement of Overriding Considerations
	Exhibit B - Mitigation Monitoring Plan
	Exhibit C - 33433 Report .
	Exhibit D - Disposition and Development Agreement
	Exhibit E - Seller Carryback Acquisition Loan
	Exhibit F - Commitment Letter




