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33433 Report — 700 Block of K Street

SUMMARY REPORT PURSUANT TO SECTION 33433 OF THE CALIFORNIA
COMMUNITY REDEVELOPMENT LAW IN CONNECTION WITH A DISPOSITION
AND DEVELOPMENT AGREEMENT BY AND BETWEEN THE REDEVELOPMENT
AGENCY OF THE CITY OF SACRAMENTO AND 700 BLOCK INVESTORS LP

1. INTRODUCTION

The California Health and Safety Code, Section 33433, requires that if a redevelopment
agency wishes to sell or lease property to which it holds title 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 sale or lease agreement and a summary report that
describes and contains specific financing elements of the proposed transaction shall be
available for public inspection prior to the public hearing. As contained in the Code, the
following information shall be included in the summary report:

1. The cost of the agreement to the redevelopment agency, including land
acquisition 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 estimated value of the interest to be conveyed,

3. The estimated value of the interest to be conveyed in accordance with the uses,
covenants, and development costs required under the proposed agreement with
the Agency, i.e. the reuse value of the site;

4. An explanation of why the sale of the site will assist in the elimination of blight, as
required by Section 33433; and

5. If the sale price is less than the fair market value of the interest to be conveyed,
determined to be consistent with the redevelopment plan, then the agency will
provide as part of the summary an explanation of the reasons for the difference.

This report outlines the significant parts of the proposed Disposition and Development
Agreement (“Agreement”) by and between the Redevelopment Agency of the City of
Sacramento (“Agency) and 700 Block LLC a partnership between D&S Development,
Inc. and CFY Development, Inc. (“Buyer”), whose principals, in connection with the
disposition of the Agency’s property located between 700 and 730 K Street in the City of
Sacramento (“Site”) to the Buyer, intend to renovate and re-tenant storefronts iocated
on K Street between 700 and 730 K Street with retail, restaurant/lounge, and live music
venues and develop 15 residential units above the commercial ues; and intend to
remove the rear + 60 feet of the buildings to construct and operate a new building along
the alley to house 122 residential units over two levels of parking.

This report is based upon information in the proposed Agreement and is organized into
the following six sections:

191





















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 Disposition 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 55 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 underutilized blighted properties. The developer wili convert undesirabie
spaces (20x160 in some cases) and will create more marketable retail spaces by

demcelishing the rear 80 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).

198


















/

Back to Table
of Contents



Dawn Bullwinkel
Back TOC


and agreements and for other good and valuable consideration, the receipt and adequacy of
which are acknowledged, the parties agree as follows:

1. PERFORMANCE. The parties shall perform their obligations at the times and in the
manner specified in this DDA. The time for performance is stated in this DDA and in the
Schedule of Performances; provided, however that such times shall be extended for periods of

Unavoidable Delay.

2. PROJECT DESCRIPTION. Agency is entering into this DDA and conveying the Property
to Developer solely for the purposes of developing the Project. The Project shall be the
following: rehabilitation of nine commercial buildings on the south side of the 700 block of K
Street (700-730 K Street) to re-tenant each retail space with a live music venue, restaurants and
retail uses. Demolition of approximately sixty feet (60”) of the building from the rear of the
buildings (along the alley) to towards K Street to provide a five (5) story residential development
over two levels of parking creating one hundred and thirty-seven (137) units and ninety-one (91)
parking spaces.

3. PURCHASE AND SALE. Agency agrees to sell and Developer agrees to purchase the
Property subject to the terms and conditions in this DDA. This DDA, if executed by Developer
only, constitutes Developer’s offer to purchase the Property on the terms and conditions
contained in this DDA and subject to the covenants, conditions and restrictions contained in the
Regulatory Agreement to be executed by the Agency and Developer and recorded on the
Property upon conveyance of the Property to Developer.

4. PURCHASE PRICE. The Property shall be conveyed subject to the Regulatory Agreements
and at a purchase price of Four Hundred and Seventy Thousand, One Hundred Twenty Dollars,
pursuant to the terms and conditions of this DDA.

4.1. Escrow. Developer and Agency have opened, or within ten (10) days after the Effective
Date, shall open, the Escrow account subject to the provisions of the Escrow Instructions.
Agency and Developer shall execute and deliver the Escrow Instructions to Title Company
within ten (10) days after the Effective Date.

4.2. CONDITIONS TO AGENCY'S PERFORMANCE. Agency's obligation to perform under this
DDA is subject to all of the following conditions:

4.2.1. Agency and Developer acknowledge and understand that New Markets Tax Credit
(“NMTC”) financing is a critical component of funding the development, construction and
operation of this Project. Developer shall be an eligible Qualified Active Low Income
Community Business (“QALICB)” or “QB”) as defined under Section 45D of the Internal
Revenue Code of 1986 (as amended, the “Code™) for the purpose of receiving one or more
Qualified Low Income Community Investments (“QLICI”) from a Community Development
Entity (CDE) through a leveraged NMTC investment established for this Project as contemplated

by this DDA.
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behalf, the Agency may, within a reasonable time after discovery of the misrepresentation, take
any action permitted by law with regard to any such misrepresentation, notwithstanding
Agency’s prior approval, including without limitation, rescission of the approval or such other
equitable remedies as may then be appropriate to such rescission.

7. DEVELOPMENT PROVISIONS. As stated in detail in this Section 7, Developer shall
construct and manage the Project according to the requirements established in this DDA, which
includes, without limitation, the Scope of Development, the Schedule of Performances and the
Plans. Developer shall promptly begin, diligently prosecute and timely complete the construction
of the Project. In interpreting the provisions of this DDA, the provisions that specifically enforce
the Redevelopment Plan and the applicable provisions of the California Redevelopment Law
(commencing at Health and Safety Code Section 33000) shall control.

7.1. NOTICE TO PROCEED. Developer shall not enter the Property or begin work on the
Project until the Agency has issued to Developer a written notice to proceed with the work.
Agency will issue a notice to proceed after Agency approval of the Final Plans, City's issuance of
a building permit for substantially more than the Project foundations, Developer's compliance
with all governmental requirements for start of construction, Developer's provision of required
policies of insurance, and Developer's provision of proof of construction financing in an amount
adequate to begin the Project work.

7.2. CONSTRUCTION CONTRACTS. Developer shall submit to Agency the construction
contract or contracts for the Project. Agency's review of the construction contract shall be only
for determining its compliance with this DDA. If the cost of construction of the Project or any
part of the Project exceeds the costs projected by Developer, Developer shall, nevertheless, bear
the responsibility to complete, at Developer's cost, the construction of the Project in accordance
with this DDA. If the property is revested in the Agency pursuant to Section 13.1, Developer
shall assign all rights under the construction contracts to Agency.

7.3. GOVERNMENTAL REVIEW PROCESS. Notwithstanding any other provision of this DDA,
Developer is subject to all building, planning, design and other plan review requirements that are
otherwise applicable to the project, including without limitation those of the City of Sacramento.
To assure proper review by the City, Developer shall, within thirty (30) days of the date of this
DDA, make an initial deposit toward “plan check fees” with the City’s Planning Department. In
addition, Developer shall, as applicable, take designs before the City’s Design
Review/Preservation Board or its appropriate subcommittee for comment as soon as practicable.
Conditions to the project imposed by the City shall be considered obligations of the Developer
under this DDA. If a dispute with City staff arises regarding such City conditions, Developer
shall accept the decision of the City’s Planning Commission interpreting, imposing and
enforcing such City conditions, subject to any applicable appeals process of the Planning
Commission.

7.4. ART IN PUBLIC PLACES. The Project is a private project subject to the Art in Public
Places Program. Developer shall comply fully with the Art in Public Places Program, and
pursuant to such policy, Developer shall expend, for the acquisition and installation of Aesthetic
Improvements, not less than two percent (2%) of the construction contract price. Art in Public
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13.4. NONLIABILITY OF AGENCY OFFICIALS AND EMPLOYEES. No member, official or
employee of Agency shall be personally liable under this DDA to Developer, or any successor in
interest, in the event of any default or breach by Agency or for any amount which may become
due to Developer or its successors, or on any obligations under the terms of this DDA.

13.5. FEES AND COSTS ARISING FROM DISPUTE. If an action is commenced between the
parties, the Prevailing Party in that action shall be entitled to recover from the nonprevailing
party all reasonable attorney fees and costs, witness fees, arbitrator’s fees, and court and
arbitration costs. "Prevailing Party” shall include without limitation a party who dismisses an
action in exchange for sums allegedly due; the party who receives performance from the other
party for an alleged breach of contract or a desired remedy where the performance is
substantially equal to the relief sought in an action; the party who receives any award for relief
through arbitration; or the party determined to be the prevailing party by a court of law.

14. ENCUMBRANCE OF PROPERTY AND LENDER PROTECTIONS. Before issuance of a
Certificate of Completion, if Developer has obtained Agency’s prior written approval, which
approval Agency may withhold in exercise of its reasonable discretion and in consideration of
the commercially reasonable protection of its interests under this DDA, the Developer may
obtain a Loan and encumber the Property as security for the Loan, provided either that the
proceeds of the Loan are used solely for construction of the Project improvements upon usual
and customary and commercially reasonable terms or that the Loan is permanent project
financing made upon usual and customary and commercially reasonable terms. Each lender shall
be a federal or state chartered financial institution, a pension fund, an insurance company or such
other lender which Agency may approve in writing in advance. After issuance of a Certificate of
Completion, the Agency shall have no rights of approval regarding financing secured by the
Property. As a condition to Agency’s approval of a Loan, Developer shall provide the Agency
with a conformed copy of all documents related to the Loan. Agency acknowledges that a
Lender will rely upon this DDA in making the Loan and that Agency’s obligations under this
DDA are inducements to Lender’s making of the Loan. To the extent that such approvals do not
materially change the Project, any such approvals under this section may be made by the
[Director/Adminstrator] of the Agency without the need for public comment or the approval of
the Agency Governing Board.

14.1. NOTICES. If the Agency gives any notice of default to Developer under this DDA, the
Agency shall contemporaneously give a copy of such notice to each CDE, Lender and other
party to the NMTC Agreements (each a “Notice Party”) who has requested such notice in the
following form of request for notice at the address stated in such request for notice. Any such
default notice that is not so delivered to Notice Party shall not be effective or binding with regard
to Notice Party or otherwise affect Notice Party, but failure to deliver such defauit notice to
Notice Party shall not affect its validity with respect to Developer. Notice Party shall use the
following form for requesting notice:

[Date}
The undersigned, whose address for notices is stated immediately below its signature, does hereby

certify that it is a Notice Party as such term is defined in that certain Disposition and Development
Agreement dated as of June __, 2011, between the Redevelopment Agency of the City of Sacramento
and 700 Block, LLC (“DDA”). Notice Party requests, in accordance with the DDA, that if any default
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6. RESTRICTION ON SALES AND LEASES. Developer is prohibited from selling or leasing the Property unless
and until the buyer or lessee has executed and the parties bave recorded an acknowledgment and acceptance of this
Regulatory Agreement. In any event, any and all successors in interest to the Property are subject to this
Regulatory Agreement. Agency shall review and approve all leases within 10 business days of receipt.

7. NATURE OF COVENANTS. The provisions contained in this Regulatory Agreement are covenants which
subject and burden the Property, as covenants running with the land. It is intended and agreed that the agreements
and covenants provided in the Agreement shall be covenants running with the land and equitable servitudes on the
land and that they shall, in any event, and without regard to technical classifications or designation, be binding, to
the fullest extent permitted by law and equity, for the benefit and in favor of, and enforceable by, the Agency, the
Agency's successors and assigns, any other governmental entity acting within its authority and any successor in
interest to Agency's interest under this Regulatory Agreement against the Owner, its successors and assigns and
every successor in interest to all or any part of the Property.

8. TERM. The term of this Regulatory Agreement shall commence on the Effective Date and continue until
the terms of all of the covenants, including without limitation, the terms stated in the Funding Requirements, have
expired or otherwise been terminated. In the absence of a term in the Funding Requirements, the term shall be
thirty (30) years from the Effective Date.

9. RECORDKEEPING AND REPORTING. Upon written request of Agency, Owner shall promptly provide any
additional information or documentation to verify Owner's compliance with the provisions of this Regulatory
Agreement. At the written request of the Agency, Owner shall, within a reasonable time following receipt of such
request, furnish reports and shall give specific answers to questions regarding the income, assets, liabilities,
contracts, operations, and condition of the property and their compliance with the Funding Agreement and this
Regulatory Agreement.

10.  AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books,
contracts, records, documents and other related items shall at all times be maintained in reasonable condition for
audit and shall be subject to examination by the Agency or its agents during reasonable hours solely for the
purpose of reviewing Owner’s compliance with this Regulatory Agreement. The books and accounts of the
operations of the Property and of the Property shall be kept in accordance with generally accepted accounting
principles.

11.  INDEMNITY FOR OWNER’S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold
Agency, its officers, directors, and employees harmless from any and all liability arising from Owner’s failure to
comply with the covenants, conditions and restrictions contained in this Regulatory Agreement and its failure to
comply with all other laws, rules, regulations and restrictions related to the use of any Agency funds, except to the
extent caused by the negligence or willful misconduct of the Agency, its officers, directors, and employees.
Without limitation, such indemnity shall include repayment to the Agency of the costs of funds and the value of
lost opportunities resulting from the required repayment by Agency to the funding source of funds improperly
used.

12. CHANGES WITHOUT CONSENT OF TENANTS, LESSEES, OR OTHERS. Only Agency and its successors and
assigns, and Owner and iis successors and assigns (subject to the recasonable approval of Owner's lender) shall have
the right to consent and agree to changes in, or to eliminate in whole or in part, any of the covenants or restrictions
contained in this Agreement. Such changes or termination shall not require the consent of any easement holder,
licensee, other mortgagee, trustee, beneficiary under a deed of trust or any other person or entity having any
interest less than a fee in the Property; provided that any such changes shall not be binding on any pre-existing
easement holder, licensee, other mortgagee, trustee or lessee withoui their consent.

13.  DEFAULT. Upon a breach of any of the provisions of this Regulatory Agreement by Owner, the Agency
may give written notice of such breach to Owner by registered or certified mail. To the extent reasonable under the
circumstance, in the event of any breach, the Agency and Owner shall reasonably endeavor to identify a remedy for
such breach by conference and conciliation. A correction or remedy of such breach by a Notice Party, referenced
in Section 19, below, will be deemed as effective as if such correction or remedy was made by Owner. If such
violation is not corrected to the satisfaction of Agency within ninety (90} days after the date such notice is mailed
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