
James Sanchez, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer
John F. Shirey, City Manager

Meeting Date: 9/1/2015

Report Type: Consent

Report ID: 2015-00770

Title: (City Council/Redevelopment Agency Successor Agency) Acquisition of 408 J Street

Location: 408 J Street, District 4

Recommendation: 1) Pass a City Council Resolution authorizing a) acquisition of 408 J Street for 
$1.64 million, b) execution of the Compensation Agreements with the taxing entities, c) transfer of 
$1.64 million from the Arco Arena Debt Service Fund (Fund 4010) to the Innovation and Growth Fund 
(Fund 2031) and expenditure authority to disburse $1.64 million from Fund 2031 to the County 
Auditor-Controller for the purchase of property at 408 J Street, d) the deposit the City's share of the 
408 J Street sale proceeds received from the County Auditor-Controller to Fund 2031; and 2) pass a 
Redevelopment Agency Successor Agency Resolution  authorizing a) the sale of 408 J Street to the 
City of Sacramento for the appraised value of $1.64 million, and b) the execution of the grant deed by 
the City Manager.

Contact: Leslie Fritzsche, Senior Project Manager, (916) 808-7223, Economic Development 
Department
Presenter: None
Department: Economic Development Dept 
Division: Citywide Development
Dept ID: 18001031
Attachments: 
1-Description/Analysis
2-Location Map (408 J Street)
3-RASA Resolution
4-Council Resolution
5-Exhibit A
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Description/Analysis 

Issue Detail:  On January 31, 2012, the City Council elected to serve as the Redevelopment Agency 
Successor Agency (RASA), taking on the responsibilities for winding down the activities of the former 
Redevelopment Agency of the City of Sacramento (Agency). The City, in its capacity as RASA, 
received title to all of the Agency’s real property assets, other than properties purchased by the 
Agency with low and moderate income housing set-aside funds. The Housing Authority assumed 
responsibility and ownership of the Agency’s housing assets.  In compliance with the dissolution 
legislation (AB x1 26 and AB 484), RASA is responsible for the disposition of the non-housing 
properties.  Health and Safety Code (HSC) Sections 34181(a) and 34191.5(c) (2) allow the City to 
retain Agency properties for future redevelopment activities. The retention of Agency property by the 
City requires the City to make payment to the other taxing entities for their share of the fair market 
value based on a June 2011 valuation date.

One of the parcels identified for retention by the City is a vacant parcel at 408 J Street (the “Property”; 
see Attachment 1 for location). This Property is adjacent to the Entertainment and Sports Complex 
(ESC) area at the southeast corner of 4th and J streets. Transfer of this parcel to the SBH Downtown 
LLC was previously approved as part of the City’s financial support for the ESC project.  

The Property contains approximately 23,218 square feet. The current improvements include signage, 
irrigated turf, and mature landscaping. The northern portion of the site is at-grade with a sidewalk 
along J Street and the southern portion slopes down to one level above the access ramp to the 
adjacent City-owned parking structure. A concrete staircase provides access to the parking structure. 
Currently the site hosts the marquee for the downtown movie theatres and a historical placard 
indicating it was the location of the St. George Hotel.

Policy Considerations: The proposed disposition of the 408 J Street property is consistent with 
RASA’s mandate to wind down the activities of the Agency by divesting of the former Agency’s 
property assets. This acquisition will allow for the development of the site as outlined in the ESC 
entitlement and design package approved by the City Council on May 20, 2014. 

Economic Impacts:  The acquisition of this site is the first step in a process that will lead to 
development of the site as part of the approved plans for the former Downtown Plaza area. Those 
plans include up to 1.5 million square feet of development, providing significant employment 
opportunities and increasing the tax base for the City. 

Environmental Considerations: The action outlined in this report is considered a government fiscal 
activity and therefore is exempt from environmental review under the California Environmental Quality 
Act (CEQA) under section 15378(b)(4) of CEQA guidelines. 

Sustainability: The acquisition and subsequent development of the site is in keeping with the City’s 
sustainability goal of increasing infill development.  

Commission/Committee Action: On March 17, 2014 by Resolution 2014-009, the RASA Oversight 
Board reviewed the appraisal report, accepted the appraiser’s determination setting the purchase 
price for the Property at $1.64 million, and authorized the sale of the Property to the City for the 
purchase price. 

The Oversight Board Resolution was submitted to the State Department of Finance (DOF) as 
required. By letter dated June 13, 2014, DOF did not object to the sale but imposed the requirement 

2 of 23



that each taxing entity enter into a compensation agreement before the property could be transferred.  
The compensation agreements have been approved and executed by all of the affected taxing 
entities.   

Rationale for Recommendation: The Property is recommended for acquisition by the City as a 
gateway location to the City and is part of the overall development plans for the former Downtown 
Plaza area, adjacent to the ESC.  The approved ESC agreements outline the City’s investment to the 
ESC project and included the contribution of the Property to SBH Downtown LLC. The City’s 
acquisition of the Property from RASA is required to fulfill this part of the City’s obligation. 

However, the Property cannot transfer to the City until DOF approves the required Long Range 
Property Management Plan which outlines the disposition approach for all of the RASA-owned 
properties. This Plan was submitted to DOF for a second review in June 2015. Approval of the Plan is 
anticipated within the next few months. It is anticipated that the transfer will occur by the end of 2015.

Financial Considerations: On March 17, 2014, the RASA Oversight Board accepted the 
determination of value for the Property as of June 2011 at $1.64 million. Pursuant to the requirements 
of the dissolution legislation the City may retain properties for future development as long as the City 
reaches a compensation agreement with the taxing entities providing that each taxing entity would 
receive its share of the sales proceeds at the same rate as their share of the former redevelopment 
property tax distribution as determined by the County Auditor-Controller (Auditor 

RASA staff has secured the agreement from the necessary taxing entities, i.e., Sacramento City 
Unified School District, Los Rios Community College District, Sacramento-Yolo Mosquito Vector 
Control District, Sacramento County Office of Education, and the County of Sacramento and these 
agreements are included as Exhibit A to the resolution. If the City Council approves the acquisition of 
the Property, the funds will be provided to the Auditor who would then make the distribution to each of 
the taxing entities. The City is considered one of the taxing entities and will receive approximately 
20% as part of the Auditor’s distribution of the sale proceeds. 

The source of funding for Property acquisition is resources in the Arco Arena Debt Service Fund 
(Fund 4010) that resulted from the April 2005 payoff of a Risk Fund loan by the former owners of the 
Kings. Interest paid per the terms of the Risk Fund loan in excess of the City’s Pool A interest rate, 
totaling $1.7 million, was deposited in the Arco Arena Debt Service Fund (Fund 4010) and has 
subsequently earned interest totaling approximately $475,000 over the past ten years. After the 
purchase of the Property, the remaining balance of these resources will be approximately $550,000.

Because debt service funds should not be used for capital expenditures, the resources will be 
transferred from Fund 4010 to the Innovation and Growth Fund (Fund 2031). An appropriation will be 
established in the Innovation and Growth Fund for the acquisition. Once the acquisition has been 
completed, the amount due to the City as a taxing entity (approximately 20% or an estimated 
$328,000) will be redeposited into the Innovation and Growth Fund. 

Local Business Enterprise (LBE): Not applicable.
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RESOLUTION NO.  2015-     

Adopted by 

Redevelopment Agency Successor Agency 

September 1, 2015

SALE OF RASA-OWNED PARCEL AT 408 J STREET 

BACKGROUND:

A. Under Health and Safety Code Section 34181(a), the Redevelopment Agency Successor 
Agency (RASA) is to dispose all of the property interests of the former Redevelopment 
Agency. 

B. On March 17, 2014, the Oversight Board for RASA authorized the sale of 408 J Street to 
the City of Sacramento (City) to allow the City to retain the property for future 
development. 

C. Health and Safety Code Section 34180(f) allows the City to retain Redevelopment Agency 
properties that are designated for future development by paying taxing entities their share 
of the value of the property under the terms of a compensation agreement. If the market 
value is disputed and an agreement cannot be reached, the Oversight Board has the 
authority to set the value as of June 2011, when the dissolution law was enacted, based 
on an appraisal.

D. An appraisal of the value of 408 J Street as of June 2011 has been prepared by an 
independent appraiser approved by the Oversight Board. The appraiser selected is on the 
City’s on-call list of appraisers.  The Oversight Board and the State Department of Finance 
have approved of the sale and the taxing entities have accepted the appraised value of the 
property.        

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE REDEVELOPMENT 
AGENCY SUCCESSOR AGENCY RESOLVES AS FOLLOWS:

Section 1. The sale of 408 J Street (APN 006-0087-054) for $1.64 million to the City of 
Sacramento is hereby approved contingent on the final approval by the State 
Department of Finance of the Long Range Property Management Plan which 
designates the 408 J Street property as eligible to be retained by the City for 
future development. 

Section 2. The City Manager on behalf of RASA is authorized to execute the grant deed and 
any other required documents to transfer the 408 J Street property to the City of 
Sacramento.   
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RESOLUTION NO.  2015- 

Adopted by the Sacramento City Council 

September 1, 2015

ACQUISITION OF 408 J STREET AND
EXECUTION OF COMPENSATION AGREEMENTS

BACKGROUND:

A. The City of Sacramento desires to retain the property located at 408 J Street, which was 
previously owned by the Redevelopment Agency of the City of Sacramento, for future 
development as authorized under Health and Safety Code section 34180(f).    

B. The Redevelopment Agency Successor Agency has obtained all of the required 
approvals from its Oversight Board and the taxing entities to sell the 408 J Street parcel 
to the City of Sacramento for $1.64 million, based on an appraisal of the property as of 
June 2011.  

C. The City Council previously approved the transfer of the 408 J Street property to the 
SBH Downtown LLC as part of the financing for the Entertainment and Sports Complex. 

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

Section 1. The purchase of 408 J Street (APN 006-0087-054) for $1.64 million is hereby 
approved. The City Manager or his designee is authorized to execute the 
Certificate of Acceptance.

Section 2. The City Manager or his designee is authorized to execute the Compensation 
Agreements with the taxing entities included as Exhibit A to this resolution. 

Section 3. The Fiscal Year 2015/16 expenditure budget is amended to transfer $1.64 million 
from the Arco Arena Debt Service Fund (Fund 4010) to the Innovation and Growth 
Fund (Fund 2031) and to provide expenditure authority to disburse $1.64 million 
from the Innovation and Growth Fund (Fund 2031) to the County Auditor-
Controller. 

Section 4. The City Manager is directed to deposit the City’s share of the 408 J Street sale 
proceeds received from the County Auditor-Controller to the Innovation and 
Growth Fund (Fund 2031).     

Exhibit A: Compensation Agreements for 408 J Street
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