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REPORT TO REDEVELOPMENT AGENCY

rr
rr City of Sacramento
915 | Street, Sacramento, CA 95814-2671
Sacramento www.CityofSacramento.orqg
Housing &
Redevelopment Consent
Agency January 23, 2007

Honorable Chair and Members of the Board
Title: Del Paso Nuevo Town Center Exclusive Right to Negotiate Agreement

Location/Council District: Norwood Avenue and Silver Eagle Road, Del Paso Heights
Redevelopment Area/Council District 2

Recommendation: Adopt a Redevelopment Agency Resolution authorizing the
Executive Director or her designee to execute an Exclusive Right to Negotiate
Agreement with KK Raphel Properties, LLC for potential mixed-use development on
four Agency-owned parcels in the Del Paso Nuevo Town Center area.

Contact: Christine Groth Weichert, Assistant Director, Community Development, 440-
1353; Gregory . Ptucha, Management Analyst, 440-1399 x 1249

Presenters: None
Department: Sacramento Housing and Redevelopment Agency
Description/Analysis

Issue: In late 2005, the Sacramento Housing and Redevelopment Agency (Agency)
issued the first of two "Request for Proposals” (RFP) to attract private development
proposals that would achieve the vision of neighborhood-serving commercial
development for the Del Paso Nuevo subdivision at Norwood Avenue and Silver
Eagle Road (see Attachment 1, Location Map). A May 2006 proposal from a team
led by KK Raphel Properties, LLC (KKP or Developer) was recommended by the
selection committee. KKP’s team includes Mogavero Notestine Associates
(architectural design) and the firm of Carter and Burgess (landscape architecture).

The town center site is comprised of four Agency-owned parcels totaling
approximately 3.8 acres (see Attachment 2, Site Map). This report recommends
approval of an Exclusive Right to Negotiate Agreement (ERN) between the Agency
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and KKP. The ERN would run through September 30, 2007, aliowing the Developer
and Agency to complete due diligence on a variety of circumstances that would
impact use-mix, site size and layout, entitlements, traffic circulation, and
development budget. The ERN will also allow the developer to test leasing demand
and refine revenue and expense projections, with a goal of reaching mutual
agreement on terms of a Disposition and Development Agreement (DDA) that would
be brought to the Agency Board and the City Council for consideration.

Policy Considerations: The recommended action is consistent with community
development goals of the Del Paso Heights Redevelopment Area 2003-2007
Implementation Plan, which specifically targets commercial development to serve
Del Paso Nuevo. The implementation plan emphasizes strategic developer
assistance to support business development and create an economically viable
community. In particular, the plan identifies development of local shopping and
services as high priority, with the objective of attracting commercial amenities to
support the residential character of the area.

Environmental Considerations: The proposed action is exempt from
environmental review per CEQA Guidelines Section 15262 as a planning activity for
the purpose of defining the project. NEPA does not apply.

Committee/Commission Action: Del Paso Heights Redevelopment Advisory
Committee (RAC): Atits December 14, 2006 meeting, the RAC voted to support the
project and approve Staff's recommended ERN as the next step in a process
intended to lead to a DDA. The votes were as follows:

AYES: Painter, Perry, Sample, Thao, Ward

NOES: N/A

ABSENT: Anderson, Roberts, Scoggins, Tates

Sacramento Housing and Redevelopment Commission Action. At its meeting on
January 3, 2007, the Sacramento Housing and Redevelopment Commission

adopted a motion recommending approval of the attached resolution. The votes
were as follows:

AYES: Burns, Burruss, Coriano, Fowler, Gore, Hoag, Piatkowski, Shah,
Simon, Stivers

NOES: None

ABSENT: None

Rationale for Recommendation: If the ERN results in a DDA and implementation,
the project would be designed and structured to achieve adopted redevelopment
objectives, increase tax increment revenues, and to act as an economic stimulus in
the area surrounding the site by demonstrating demand for retail/commercial space.
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The selected Developer has a strong record of completing retail commercial projects
of this magnitude.

Financial Considerations: |f approved and executed, the proposed ERN would
obligate the Developer and the Agency to make good faith efforts to negotiate the terms
of the DDA. The Developer is required to pay a deposit of $10,000 to cover the
Agency's costs for third party consultants and environmental review.

M/WBE Considerations: The items discussed in this report have no M/WBE impact;
therefore, M/WBE considerations do not apply.

Respecitfully Submitted by: //J Z& o

ANNE M. MOORE
Executive Director

Recommendation Approved:

LﬂWMM /Q Q{MAMﬁ/y

RAY KERRIDGE
City Manager
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Attachment 1
;. Del Paso Nuevo Town Center Site Location
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Attachment 2

Del Paso Nuevo Town Center Site
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Background

The Del Paso Nuevo Town Center is located in the Del Paso Nuevo
Homeownership Project—a master-planned community that was one of six such
projects to receive funding in 1997 from the federal Depariment of Housing and
Urban Development. The site is in the Del Paso Heights Redevelopment Area,
first adopted as a redevelopment project area in 1970. Using federal and other
funding sources, the Sacramento Housing and Redevelopment Agency (SHRA)
has assembied land, constructed infrastructure, and facilitated the development
of new affordable and market rate homes in the Del Paso Nuevo project.
SHRA's investment in this project exceeds $20 million. More than 77 new homes
have been constructed, and almost 200 additional homes are being planned or
are under construction. By 2008, approximately 300 new homes will have been
constructed in Del Paso Nuevo.

The community's design reflects New Urbanist "’ planning principles intended to
create sustainable, ethnically diverse, mixed-income neighborhoods that include
supportive civic and commercial land uses. Del Paso Nuevo has received
special recognition from a number of organizations, including an Award of
Excelience from the California Redevelopment Association, a Meritorious
Achievement Award from the National Association of Local Housing Finance
Agencies, and, an Outstanding Urban Renewal Award from the Sacramento
Section of the American Society of City Engineers.

The subject parcels were acquired by SHRA with the intent to have them
developed as a “town center’ with commercial and public/quasi-public uses
consistent with the adopted Land Use Plan of the 1998 Del Paso Nuevo Special
Pianning District Development Guidelines.

The development concept articulated in the May 2006 proposal submitted by KK
Raphel Properties, LLC (KKP) involves a neighborhood retail center on the two
northernmost parcels anchored by a drug store approximately 15,000 square feet
in size, along with 10,000 square feet of space for 10 or more secondary tenants,
To supplement the drug store, the targeted tenants would include a dry cleaner,
grocery/convenience store, ready-to-eat food outlets, and other stores and
services. Approximately 80 on-site parking stalls would be provided.

Three parcels are vacant and currently zoned “C-1 SPD" (Limited Commercial —
Special Planning District), while the fourth is zoned “R1-A SPD” (Single Family
Alternative — Special Planning District) and is improved with a single family home
that is currently unoccupied. If a commercial/retail and/or civic use is proposed
for the R1-A SPD parcel, the existing improvements would either be demolished
or relocated, depending on physical condition and feasibility The
commercial/retail uses attracted to the site would be intended to serve the
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immediate Del Paso Nuevo community as well as others within a two-mile radius
of the site.

Since 1978, the principals of KKP have been associated with the development of
almost 50 neighborhood or community shopping centers in northern California
and elsewhere. Local examples include supermarket-anchored Waterman Plaza
in the City of Elk Grove (54,000 square feet in size) and the Long's Drugs at 17"
and K streets in midtown Sacramento (12,800 square feet). These past projects
have provided relevant development experience and created the tenant and
banking relationships that are important to taking a project from concept to
implementation. The principals include Fred Katz, Steve Kirkpatrick and Michael
Raphel. They plan to organize a California limited liability company to implement
the project if the proposed Exclusive Right to Negotiate Agreement (ERN) leads
to a Disposition and Development Agreement (DDA).

Other team members include architectural services by Sacramento-based
Mogavero Notestine Associates and landscape design by the firm of Carter and
Burgess. Both firms have extensive portfolios of projects that are relevant to the
circumstances of the Del Paso Nuevo Town Center site and concept.

Development concepts for the two southerly parcels would be examined more
carefully during the ERN period. Site planning is complicated by three private
parcels that, if assembled, would create a larger, contiguous development
opportunity for the south end of the site. Developer KKP and/or SHRA may
choose to approach the private owners on possible terms of voluntary sale.

The ERN period would expire on September 30, 2007. It is hoped that mutual
agreement on terms of a DDA can be accomplished by that date. If
circumstances are proceeding in a productive direction, the ERN expiration could
be extended by mutual agreement. The intent is to prepare a feasible
redevelopment proposal that will form the basis for a DDA to be acted on later
this year.

" New Urbanism is the planning practice that incorporates interrelated patterns of land
use, transportation, and urban form to create communities that foster the most
desirable characteristics of human habitation: neighborliness, environmental
sustainability, economic efficiency and prosperity, historic preservation, participation
in civic processes, and human health. New Urbanism practices apply to all scales of
community, from the region and neighborhood to the block and building.



RESOLUTION NO.

Adopted by the Redevelopment Agency of the City Of Sacramento

ON DATE OF

APPROVAL OF EXCLUSIVE RIGHT TO NEGOTIATE AGREEMENT WITH KK

RAPHEL PROPERTIES, LLC FOR DEL PASO NUEVO TOWN CENTER

RETAIL/COMMERCIAL SITE AT NORWOOD AVENUE AT SILVER EAGLE ROAD

BACKGROUND

A.

The Redevelopment Agency of the City of Sacramento (“Agency”) has adopted the
Del Paso Heights Redevelopment Plan (“Redevelopment Plan”) and a 2003 — 2007
Implementation Plan for the Del Paso Heights Project Area (“Project Area”).

Agency owns certain real property in the Project Area generally described as being
located at the intersection of Norwood Avenue and Silver Eagle Road in the Del
Paso Nuevo master-planned community (APNs 250-0200-046; 250-0200-049; 250-
0200-050; 250-0200-051) ( “Property”).

The Del Paso Nuevo Special Planning District (“SPD”) calls for the Property to be
used for commercial and public or quasi-public purposes.

A development team led by KK Raphel Properties, LLC ("Developer”) has
submitted a development proposal for the Property and desires to enter into an
Exclusive Right to Negotiate agreement with the Agency for the parties to further
define the scape of the project for the Property, conduct environmental review, and
negotiate the terms of a Disposition and Development Agreement.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO RESOLVES AS
FOLLOWS:

Section 1.  The Exclusive Right to Negotiate (ERN) agreement (Exhibit A) is hereby

approved and the Executive Director or her designee is authorized to execute the ERN.,



Exhibit A |

AGREEMENT FOR EXCLUSIVE RIGHT TO NEGOTIATE
DEL PAsO NUEVO TOWN CENTER

THEREDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO (“Agency™) and KK RAPHEL PROPERTIES, LLC, ("Develaper™),
have entered into this Agreement for Exclusive Right to Negotiate ("Agreement”) as of , 2007 (*Effective
Date”) upon the follow terms:

1. RECITALS This Agreement is based upon the following recitals, facts and understandings of the Parties:

a.  Developer desires to negotiate with Agency to develop certain real property located in the City of Sacramento
encompassing Assessor Parcel Numbers 250-0200-046, 049, 050, and 051 ("Properiy”) located along Ford Road, Norwood
Avenue and Paseo Nuevo Sireet near the intersection of Norwood Avenue and Silver Eagle Road. The four parcels comprise
approximately 3.79 acres.

b, The Property is within Del Paso Heights Redevelopment Project Area (“Project Area™) and is owned by the Agency.
The development of the Property (“Project”) consistent with Del Paso Heights Redevelopment Project Plan (“Redevelopment
Plan”) and its implementing documents, has been identified by the Agency as important to the furtherance of the Project Area
and the elimination of blighting conditions in the Project Area.

¢. Developer submitted a proposal dated May 10, 2006 (“Proposal™), that proposes 1o develop the Property for retail
commercial use (“Project™) which is the initial basis of the negotiation. Three of the parcels comprising the Property are
zoned Limited Commercial Special Planning District and the fourth parcel is zoned Singe Family Alternative Zone. The
Property may have to be rezoned to accommodaie the Project. [n addition, it may be desirable for the City of Sacramento to
abandon & portion of Hayes Avenue and Ford Road to improve the site design of the Project. The parties desire to investigate

d.  The development of the Property for the Project and the fulfillment generally of this Agreement are for the purpose of
community improvement and welfare, for the benefit of the Project Area and in accord with the public purposes and provisions
of any applicable federal, state and local laws and requirements under which the Project is to be undertaken.

2. IDENTITY OF PARTIES, The legal identities of the parties to this Agreement and their addresses are as follows:

a.  Developer is KK Raphel Properties, LLC, a limited liability company, organized and doing business in the State of
California. The principal office of Developer is located at 3300 Douglas Blvd,, Ste 385 Roseville CA 95661, Developer shail
make full disclosure to Agency of the identity of all principals, officers, stockholders, partners, joint venturers, and entities
comprising the Developer. Initially, the principals of Developer are Stephen M. Kirkpatrick, Fred M. Katz, and Michael
Raphel.

b, Agency is the Redevelopment Agency of the City of Sacramento, a public body, corporate and politic, organized
under California law and functioning within the jurisdiction of the City of Sacramento. The prineipal office of Agency for
purposes of this agreement is located at 630 1 Street, Sacramento, California 95814

¢.  Notices to any party shall be personally delivered or sent by first class mail to its principal office address. Notices to
Agency shall be clearly marked “Attention: Del Paso Nuevo Town Center™.

3. EXCLUSIVE NEGOTIATION. During the term of this Agrecment, the parties shall negotiate exclusively with each other,
and in good faith, regarding the Property and the Project. The parties acknowledge and agree that neither party is abligated by
this Agreement or otherwise to underiake development of the Project or any other project on the Property, and that no party has
@ cause of action against the other arising under this Agreement for failure 10 approve the DDA or underake the Project.

4. TERM. This Agreement shall be effective as of the Effective Date, and shall terminate upon the earlier of completion of
all obligations or September 30, 2007, unless extended by writien agreement of the parties.

3. LEGISLATIVE ACTION. Agency and Developer acknowledge that the Agency must exercise its independent legislative

authority in making any and all findings and determinations required of them by law concerning the Project. This Agreement
does not reswrict the legislative authority of the Agency in any manner, whatsoever, and does not obligate the Agency o enter
into the DDA or to take any course of action with respect to the Project.
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a.  Except as expressly stated in this Agreement, if this Agreement terminates without execution of a DDA, each party
shall bear its own costs related to this Agreement,

b. Developer acknowledges that Agency and the City of Sacrarmento are separate legal entities, and that the Project is
also subject to independent review by the City in proper exercise of its jurisdiction, including without limitation, review by the
City’s Planning Department, Design Review/Preservation Board and Building Department. If the Proposal is disapproved by
final action of the goveming bodies of the Agency after the final resolution of any appeals Developer elects to pursug, as a
result of CEQA review or otherwise as tmay be required in this Agreement or by law, this Agreement shall terminate as of the
date of such disapproval.

6. CEQAREVIEW [n accordance with the California Environmental Quality Acy (“CEQA™), Agency as lead agency shall
prepare the environmental documentation at Developer’s expense and consider the environmental effects of the Project prior 1o
considering action to approve the proposed DDA,

Project or to control the actions of Agency in meeting its respective CEQA obligations. In fulfilling its obligations under
CEQA, the Agency shall act independently and without regard to its respective obligations under this Agreement. Agency
shail not be liable, in any respect, to Developer or any third party beneficiary of this Agreement for their action or inaction in
fulfilling their respective CEQA obligations

b.  Agency will not consider the appraval of the Project unless and until it has fully reviewed and considered the
environmenta) impacts of the preposed Project in accordance with CEQA. After CEQA review, Agency is not, and shall not be
considered to be, obligated by this Agreement, or otherwise, to approve a DDA or any other agreement. Afier CEQA review,
Ageney is not obligated, by this Agreement or otherwise, to adopt findings of overriding considerations for the approval of the
Project or take any other action in support of the proposed Project. Afier CEQA review, Agency is not precluded, by this
Agreement or otherwise, from rejecting the Project or from imposing mitigation measures as a condition of Project approval,
which measures mitigate or avoid direct or indirect cnvironmental effects of the Project.

¢. Upon Agency request, Developer shall supply data and information both to determine the impact of the development
of the Project on the environment and to assist in the preparation of the environmental documents for the proposed Project.

7. SCHEDULE OF PERFORMANCES. The parties shall perform the following stated obligations at the times specified in the
following schedule (“Schedule of Performances™):

Fﬁesponsible Action Due Date
Party
Developer Submit Deposit. Within ten (10) days following the

Effective Date
Developerand | Meet and confer concerning progress of the Property At least once each month during the ierm

Agency duc diligence, Project site plang, CEQA review, City of this Agreement, as it may be extended,
entitlements, securing potential tenants, development commencing not later than twenty (20)
financing, and related actions; Developer to submit days of the Effective Date
PIOgress reports at each meeting,

Developer Submnit information as requested by Agency and City Within ten (10) days of request, or as
staff for review of Developer's proposed Project, for deemed reasonable by the parties

environmental review, and inclusion in presentation to
governing bodies,

8. OTHER EXTENSION Upon written request of Developer, Agency shall reasonably consider an extension of the initial term
of this Agreement if Developer has acted diligently and in good faith in performing its obligations under this Agreement and if
there is a reasonable likelihood that the parties can negotiate a mutually acceptable DDA,

9. DErosIT FEE. Developer shall deliver 10 Agency a deposit of Ten Thousand Bollars and No Cents (810,000.00)
("Deposit”) in accordance with the foregoing Performance Schedule.

a.  Prior to execution of the DDA for the Project or termination of negotiations between Agency and Developer, Agency
may expend the Deposit solely for payment of all third-party fees, costs and expenses (the “Third Party Costs™) for
predevelopment activities for the Praject incurred by Agency, including, without limitation, costs relared 10 preparation of the
environmental docunientation for {he Project and supporting studies, and excluding fees for Agency outside legal counse) for
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the negotiation or preparation of documents for the transactions contemplated by this Agreement. Fifteen days prior to any
such expenditures, Agency shall provide the Developer with a schedule of anticipated expenditures on the Third Party Costs.
The parties anticipate that Third Pany Costs will not exceed the amount of the Deposit. If the acmal expenditures exceeds the
Deposit, the parties shall meet and confer with respect to the budget for such costs, and Agency is not obligated to continue
with the Project until Developer has deposited such additional funds as may reasonably be needed 10 pay such remaining Third
Party Costs. It is agreed and understood that the required Deposit is a deposit only, and that to the extent that the Third Party
costs of the analysis of the Project exceed the Deposit, Developer is responsible for the payment of any and all such additjonal
costs.

b.  Ifthe Agency fails 10 approve a propased DDA that has been negotiated under this Agreement, which is duly before it
for consideration and which has been executed by the Developer, Agency will refund to Developer the Deposit remaining afier
such Third Party Costs are paid will be refunded to the Developer.

¢ If Developer and Agency agree in writing to terminate the negotiations, the Deposit remaining after such Third Party
Costs are paid will be refunded to the Developer

d.  Ifthe terms of the DDA are otherwise not finalized during the negotiation period due to the inability of the parties to
reach a mutual agreement, the Deposit remaining after such Third Party Costs are paid will be refunded to the Developer.

10. DEFAULTS. Either of the Agency or the Developer shail be in default of this Agreement if it: (a) fzils to fulfill it
obligations when due, which failure is not caused by the other party, (b) does not negotiate the DDA in good faith and upon the
terms stated in this Agreement, (c) does not reasonably cooperate with the other in fulfilling the other’s obligations under this
Agreement, or (d) refuses to execute the DDA when negotiations are completed and deposit any funds then required of it for
the DDA (except if the Agency has disapproved the Project after public heating in exercise of its legislative authority or in
accordance with CEQA in exercise of its independent review).

The defaulting party shall have thirty (30) days to cure the default. Should the defaulting party fail to cure the default within
the thirty (30} days, the nondefaulting party may terminate this Agreement by written notice to the defaulting party, and may
pursue equitable remedies available to it for such default Should the Agency be in default, the Developer is entitled to the
unencumbered remainder of the Deposit, if any. In the event of such a defanlt by Developer, Agency may retain the Deposit
and may terminate the Agreement.

a.  After termination of this Agreement for default of Developer, Developer shall have no rights under this Agreement to
participate in the development of the Project, and the Agency shall have the absolute right to pursue development of the
Project, in any manner it deems appropriate.

b, The remedies contained in this Section 10 are the sole exclusive remedies for default of this Apreement, and neither
party may claim, as a result of a default of this Agreement, any damages, whether monetary, non~-monetary, contingent,
consequential or otherwise.

11. DISPOSITION AND DEVELOPMENT AGREEMENT. In addition to other provisions stated in this Agreement, the DDA may
address, without limitation, the following provisions: (a) use covenants to run with the Jand; (b) payment and performance
bonding and other completion assurances; (¢} insurance and indemmities, including hazardous materials indemnities; (d) anti-
discrimination provisions; (¢) performance assurances such as the deposit; (f) limitation on transfers prior to Project
completion; (g) compliance with CEQA mitigation; (h) Agency’s rights to revest the Property upon Developer default; (i)
Agency’s Art in Public Places requirements; {j) extension fees for delay in construction, and liquidated damages; (k) Agency’s
rights to cure defaults, assume loans and complete construction; (I} delayed transfer of title to land; (m) loan guarantees and
additional securities; and (n) the issuance by the Agency of partial certificates of completion for completed portions of the
Project.

12. PREDEVELOPMENT COSTS. Developer shall bear all predevelopment costs relating to actions of Developer under this
Agreement including, but not limited to, costs for planning, environmental, architectural, enginecring and legal services, and
other costs associated with preparation of Developer's Proposal, plans for the Project, and the DDA.

13. ASSIGNMENT. This Agreement is not assignable by either party in whole or in part without the prior wrilten consent of the
other parties.

I4. APPLICABLE LAW; VENUE. This Agreement shall be construed in sccordance with the law of the State of California, and
vepue for any action under this Agreement shall be in Sacramento County, California.

Del Paso Nuevo Town Center 11

&

e b g i



15. ATTORNEYS' FEES. In the event of any dispute between the parties, whether or not such dispute results in litigation, the
prevailing party shall be reimbursed by the other party for all reasonabls costs and expenses, including, without limitation,
reasonable attorneys' fees, witness and expert fees and investigation costs. A party receiving an award after arbitration or an
order or judgment after hearing or trial shall not be considered a prevailing party if such award, order-or judgment is not
substantially greater than the other party’s offer of settlement made in advance of the arbifration, hearing or trial

EXECUTED as of the date firsi written above, in Sacramento, California.
AGENCY: REDEVELOPMENT AGENCY OF THE CITY OF DEVELOFER: KK Raphel Properties, LLC

SACRAMENTO
By: Stephen and Lynda Kirkpatrick Family Trust,

By: its Managing Member
Anne M. Moore, Exccutive Director %& (; S} | A
B

y: RN
Stephen@f Kirick , Trustee

Approved as to form: Approved as to form:
f,
N

Agency Counsel By: 8

Co :@ or De&loper
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