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DESCRIPTION/ANALYSIS

Issue:  In May 2011, as a part of his budget revision message, Governor Brown declared that the 

State should sell nonessential State properties including State-owned properties managed by the 

Capitol Area Development Authority (“CADA”).  Recently, CADA developed a transition plan known 

as the “Proposal for CADA Transition; Establishment of a Non-Profit Corporation” (Attachment 3, 

“Transition Plan”). Since CADA is a joint-powers agency between the State and the City, this report 

presents an overview of the Transition Plan and recommends support for its implementation. 

Background of CADA

In 1978, CADA was formed as a joint powers agency of the City and the State through its Department 

of General Services. CADA’s primary role is to implement the Capitol Area Plan by improving and 

managing various State-owned residential and retail properties in the Capitol area. CADA has 

assisted development of new residential mixed-use projects on State-owned  sites that had been

used for surface parking that were designated for residential use under the State’s Capitol Area Plan 

(Attachment 4, Map of CADA area). CADA’s funding is generated from the lease and sale of State

owned properties and property tax increment revenues within CADA’s project area boundaries.    

To date, CADA has produced 766 new downtown infill housing units and has an additional 368 units 

in project development on 16th Street and the R Street corridors. In addition to creating new housing 

units through successful public/private partnerships, CADA preserves, manages, and maintains 

apartments and neighborhood retail buildings, which, in addition to providing critically needed 

affordable housing, also provide the stability necessary to attract private investment in new 

development projects. CADA has also contributed funding to City streetscape projects (R Street 

corridor); new infrastructure (16th Street and R Street); the rehabilitation of the light rail stations in the 

area; added police protection; improvements to parks (Fremont Park and the Fremont Community 

Garden) and pioneered energy conservation and urban design. CADA currently has three major 

development agreements for 368 units in new downtown mixed use housing on five separate sites 

representing a total value of $143 million dollars in downtown reinvestment (see www.cadanet.org).

Current Challenge

Since Governor Brown’s May 2011 directive to sell nonessential State properties, the CADA Board of 

Directors and State Department of General Services staff have been working on initiatives to address 

this directive. The Transition Plan outlines an approach that seeks to address the expressed goals of 

the State, while maintaining and building upon the significant strides made in developing the Capitol 

area into a thriving, attractive neighborhood.  The Transition Plan has two main elements – one 

involving the sale of State-owned residential and residential mixed-use properties in the Capitol area 

which are currently leased to CADA and the second addressing the structure of the CADA 

organization. 

The first component is the sale to CADA of the State-owned residential and residential mixed-use 

properties as a total portfolio. This portfolio would include a total of 783 apartments in 50 buildings, 

some with ancillary retail (e.g., Luna’s Café, Eliana’s, Capital Dry Clean, Bistro Michel).  While some 
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of the buildings are historic, they are primarily 1960’s-era apartments, ranging from four to 42 units 

per building.  The portfolio also includes four buildings with original construction financed by State 

Housing and Community Development Department and the California Housing Finance Agency with 

units that are affordable to very-low income households.

By purchasing the total residential portfolio, the below market value of the affordable units are offset 

with the enhanced revenues from the market rate units.  The costs to maintain and operate the four 

affordable housing buildings are not sustainable from the rental income.  This portfolio approach is 

necessary to ensure that a minimum of 25% of the total units remain affordable, a standard set out in 

the Capitol Area Plan and one that supports the City’s goal of maintaining affordable units in the 

Central City.

The proposed selling price for the residential properties is envisioned to be discounted by the State to 

reflect the continued requirement to maintain affordability, maintain standards of high quality property 

management, and the need to continue reinvestments in the area.  Under the Transition Plan, the 

State would receive a reasonable financial return on its investment based on the value of the rental 

properties when they were entrusted to CADA’s care. 

The structure of the CADA organization is also proposed to change. The current joint powers 

agency (JPA) would continue to function to complete the development of the few remaining 

State properties designated for residential development in the Capitol Area Plan and to retire the 

organization’s existing obligations (see Financial Section below). As part of this transition, the 

State could either choose to remain a partner with the City or instead decide to withdraw. In the 

case of the latter, another public entity would be needed to replace the State as a JPA member. 

The JPA cannot be dissolved due to the need to pay off existing bond debt and other liabilities.  

A new companion non-profit organization would be created to assume ownership and 

management of the residential properties purchased from the State. After this sale, the JPA’s 

role would be to oversee development of the remaining properties and to pay off debt. 

Policy Considerations: The Transition Plan attempts to balance the expressed goals of the 

State to sell the State-owned properties with the City’s interest in ensuring the continued stability 

and development of a vibrant mixed-income central core.  The City’s recently adopted 2013-21 

Housing Element includes specific policies that reinforce CADA’s mission as a housing provider 

in the Central City. These policies are: 

H-1.3.5 Housing Type Distribution. The City shall promote an equitable distribution of 

housing types for all income groups throughout the City and promote mixed income 

neighborhoods ….

H-2.2.4 Funding for Affordable Housing. The City shall pursue and maximize the use of 

all appropriate state, federal, local and private funding for the development, preservation 

and rehabilitation of housing affordable for extremely low, very low -, low- and moderate-

income households, while maintaining economic competitiveness in the region. 
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In addition, the attention to smart growth, quality infill, and transit oriented development found in 

policies such as SACOG’s Blueprint and the City’s 2030 General Plan make organizations like 

CADA relevant now more than ever. 

Economic Considerations: The Governor’s directive to sell off non-essential State-owned properties

has the potential to destabilize the economic condition of the Capitol area by placing so many 

properties on the market at one time. The longer term approach outlined in the Transition Plan serves 

to minimize that impact by creating a portfolio of residential properties for sale to a non-profit entity to 

maintain common ownership, help preserve and strengthen the Capitol area neighborhood.  

Environmental Considerations; The Transition Plan is a planning and feasibility study which is 

exempt from environmental review under section 15262 of the California Environmental Quality Act 

(CEQA) Guidelines.

Sustainability:  CADA is a model for creating sustainable developments and a vibrant, livable 

community around the Capitol. The organization exemplifies the principles of SACOG’s Blueprint by 

applying smart growth principles to the creation of quality urban infill housing and a transit oriented 

neighborhood. The development of additional housing and maintenance of the existing housing stock 

in the Capitol area is critical to the sustainability and Smart Growth principles of the City and SACOG.

Commission/Committee Action:  At its August 23, 2013 meeting, the CADA Board approved the 

Transition Plan and directed the Executive Director to take actions as required to initiate its

implementation (Attachment 5).

Rationale for Recommendation: Currently CADA leases approximately 13.68 acres from the State. 

This acreage consists of:

3.62 acres Future Development Sites (State Office or CADA Development)

7.86 acres Properties managed by CADA to meet affordable housing 

mandates and Implement the State Capitol Area Plan 

2.2 acres Development Ground Lease Properties

While the long term framework is still in discussion, the first phase of the disposition process began in 

2012 with legislative authority being granted authorizing the State’s sale of properties developed by 

private parties on land leased from the State and a property that is a future CADA development site

(see Attachment 6). The sales process is presently underway on these properties. To date, no 

properties have been sold. An additional set of five properties was just approved for sale in the 2013 

State surplus properties bill. They are the Somerset Parkside commercial properties – located across 

the street from Roosevelt Park along 10th Street between P and Q streets.  

There are many reasons to take a careful, longer view on any additional dispositions and to 

understand the ramifications of the proposed Transition Plan strategy. These reasons include: the 

destabilizing effect that individual  sales may have on the Capitol area and adjacent neighborhoods; 

the impact of losing CADA’s historically strong consolidated property management approach;  the 

impact these dispositions would have on CADA’s financial State and paying off its debts;  the number 
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of properties in the portfolio with long-term affordability restrictions; and the potential repercussions 

that sale of these properties would have on the quantity and quality of affordable housing stock in the 

Capitol area.  While CADA is not a redevelopment agency per se, it collects tax increment on its 

properties and uses those funds to subsidize affordable rents and carry out its development goals. 

CADA has served as a tremendous asset in building a vibrant Capitol area neighborhood.  Therefore 

it is vital to working cooperatively with CADA staff and the State to ensure the development of a 

transition plan that does not jeopardize the stability and future of the central core. 

Financial Considerations: The course of action the State has followed in response to the 

Governor’s directive is to sell five CADA-managed properties per year.  This approach could

ultimately undermine CADA’s financial stability.  As an alternative to that approach, the proposed 

Transition Proposal provides that the CADA JPA be wound-down over a reasonable period of time so 

that all of the outstanding financial obligations (currently estimated to be approximately $47 million) 

can be met and  disruptive impact to the Capitol area would be minimized.  

As additional discussions on this Transition Plan continue, careful analysis of the obligations of the 

CADA organization and the restrictions on use of the properties per the Capitol Area Plan will need to 

occur before implementation commences. The pricing for the proposed bulk sale of the residential 

portfolio to CADA should consider:  1) the JPA’s ongoing financial obligations; 2) the requirement to 

provide affordable housing; 3) continued superior property and neighborhood management practices; 

and 4)the ability to complete the remaining development sites and provide continued investment in 

the Capitol area neighborhood.

Emerging Small Business Development (ESBD): Not applicable
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BACKGROUND - Attachment 2
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Attachment  3
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Attachment 1
Map of CADA Area
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Attachment 7
Proposed Initial Dispositions
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Resolution No. 2013 -

Adopted by the Sacramento City Council

SUPPORTING THE CADA TRANSITION PLAN

BACKGROUND

A. In the Governor’s FY 11-12 May Budget Revision, the State Department of General 
Services was directed by the Governor to sale nonessential State-owned properties 
that “no longer serve a state programmatic purpose, including properties leased by 
the Capitol Area Development Authority (CADA) from the Department of General 
Services in the Capitol Area.”

B. The State Department of General Services has advised CADA that their evaluation
of the disposal of properties leased to CADA by the State will be a thoughtful and 
collaborative process, undertaken with the intention of minimizing the negative 
impacts of any sales on the neighborhood south of Capitol Park and CADA’s ability 
to implement the residential and neighborhood commercial components of the 
State’s Capitol Area Plan. 

C. Since its formation in 1978, CADA has been a strong community partner and 
supplier of housing, retail, mixed-use projects and neighborhood amenities in the 
Capitol Area.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1: The City Council supports CADA’s implementation of the “Proposal for 
CADA Transition; Establishment of a Non-Profit Corporation” (the 
“Transition Plan”) as a framework for the transition of the CADA 
organization. 

Section 2: The City Council recommends the continued coordination between CADA, 
the City and the State Department of General Services on the refinement 
of the Transition Plan and its implementation to minimize impacts to the 
Capitol area neighborhood, support the continued enhancement and 
development of the Capitol area, provide affordable housing and insure
that CADA can pay its financial obligations.
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