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Honorable Chair and Members of the Board:

Subject: Selection of K Street Central Development Team and Authorization to
Negotiate an Agreement for Exclusive Right to Negotiate for the
Redevelopment Agency-owned 10"/K Properties

Location/Council District: Southeast corner of 10" and K streets, Central Business
District (District 1)

Recommendation:

Adopt a Resolution: 1} Approving the selection of K Street Central as the preferred
development team for the Redevelopment Agency-owned properties located at the
southeast corner of 10"/K streets (Agency Site); 2) Authorizing the City Manager to
negotiate an Agreement for Exclusive Right to Negotiate (ERN) with K Street Central for
a 240-day period regarding the terms of an agreement for redevelopment of the Agency
Site, as well as consideration of additional properties controlled by the K Street Central
Team; and 3) Directing staff to return to the Redevelopment Agency with the ERN for
exectution.

Contact: Traci Michel, AICP, Senior Project Manager, 808-8645
Wendy Saunders, Economic Development Director, 808-8196

Presenters: Traci Michel, AICP, Senior Project Manager
Department: Economic Development

Division: Downtown Development Group

Organization No: 4451

Summary:

In February 2005, the Redevelopment Agency (Agency) issued a Request for Proposals
(RFP) for a Downtown Cultural, Entertainment and Retail Complex for the Agency Site
located at the southeast corner of 10"/K streets (see Attachment 1). One development
team, K Street Central, consisting of five locally active developers, responded to the
RFP to redevelop the Agency Site in addition to other properties at the 10"/K
intersection controlied by the team. Staff and an independent financial consultant
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reviewed all proposal information to ensure the proposal satisfied the RFP submittal
requirements. An Ad Hoc Committee of the Agency's governing board (Ad Hoc)
reviewed the proposal, staff analysis, and the community responses received at the
June 13" community meeting. Additionally, the Ad Hog interviewed the team. This
report provides information about the K Street Central development proposal and the Ad
Hoc's recommendation to select K Street Central as the preferred development team for
the Agency Site.

Committee/Commission Action:

The Ad Hoc met on several occasions to discuss the 10"/K Street development
proposal. The decision was unanimous to recommend approval of K Street Central as
the preferred development team for the Agency Site, with additional direction for further
proiect analysis and consideration.

Background Information:

The Agency Site, formerly occupied by Woolworth's, Rite Aid, Capitol Clothing and
Harvest Market, is located at the southeast corner of 10" and K streets. This location is
considered key to downtown redevelopment for several reasons:

= It is the center of the five-block area of K Street (between 7" and 12" streets) most
in need of redevelopment attention;

» The property footprint is relatively large (38,000 square feet) and could house a
significant cultural, entertainment, retail and/or housing compiex;

= Public parking to support the site is available behind the Agency Site at 10™/L.
streets; and

= 10" Street's high traffic volumes offer significant visibility.

In October 2004, the Economic Development Department, in conjunction with the
Mayor's Office, hosted the “JKL Corridor Workshop" to receive community and
stakeholder input on a new vision and strategic direction for the heart of downtown area.
The results of the workshop reinforced current redevelopment direction focusing on new
housing opportunities and creating unique commercial development. In addition, it
recommended strategic attention be given fo the Agency Site, with a focus on
destination-oriented uses that take advantage of being located in an emerging
entertainment district adjacent {o the historic Crest Theatre, IMAX Theater, Convention
Center Complex and several new nightclubs and restaurants.

Desired uses for the Agency Site expressed by the community at the JKL Corridor
Workshop include:

»  Cultural uses such as live theatre, museums, artist lofts and art galleries;

» Commercial uses such as restaurants, movie theaters, nightclubs, and mixed
specialty retail; and

= Residential, where possible.
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The first week in February 2005, postcards were sent out to a mailing list of over 600
people, announcing the availability of the 10"/K RFP on the Economic Development
Department’s website. In addition to the direct mailing, advertisements were run in
several publications and on websites targeting the arts, retail, housing, and
development communities. |t is estimated that the advertisements reached an audience
of over 200,000,

Additionally, a pre-submittal meeting for the 10"/K RFP was held on March 3, 2005 to
provide more detailed information on the JKL Corridor efforts, Agency Site information
and to answer questions. Over 35 people representing the development, design,
neighborhood and arts communities attended this meeting.

Development Team Proposal

On April 30, 2005, one submittal was received for the Agency Site by K Street Central; a
development team consisting of David S. Taylor Interests, The CIM Group, St. Anton
Partners, The Cordano Company and Paragary’s Restaurant Group.

K Street Central has extensive experience in the acquisition, design, financing and
management of landmark projects, particularly infill projects in urban settings.
Examples of local projects include:

» Esquire Plaza — 23-story office building with ground-floor retail and entertainment
including IMAX Theater and Esquire Grill restaurant;

* Sheraton Grand Hotel — 28-story, 503-room Sheraton Grand Hotel incorporating
significant historic preservation;

= Sacramento City Hall — Restoration of historic City Hall building and development of
a new City Hall building and public plaza;

» Plaza Lofts — Seven-story, 225-unit residential project with ground-floor retail located
downtown at 9" and J streets;

= St. Anton Building — Mixed-use retail and residential located at 215 and L streets;
and

= Multiple, successful restaurants including Paragary’s Bar and Grill, Esquire Grill, and
Centro.

The projects listed above represent K Street Central's successful track record with
redevelopment or other public/private development, superior architectural design,
financial capability and overall development experience. K Street Central’s proposed
development vision goes beyond the Agency Site and considers redeveloping all four
corners of the 10"/K intersection for comprehensive planning and marketing purposes
to include the following:

»  Approximately 85,000 square feet of retail and entertainment uses. Targeted high-
activity retail tenants include Lucky Strike bowling lounge, multiple restaurant
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concepts, a nightclub venue for jazz and other music performances, and live TV and
radio recording studios;

» 230 residential units consisting of a mixture of ownership and rental units;
= A 105-room boutique hotel with restaurant and social club; and
*  On-site parking.

More specifically, K Street Central proposed three development options for the Agency
Site:

Option 1

A blend of market rate housing units (114 condominiums) with high activity retail
tenants such as L.ucky Strike bowling lounge, dining and nightclub venues, and a
broadcast studio comparable to a mini version of Rockefelier Center in New York
City.

Option 2

A movie theater option for consideration only if the Westfield/Century plan for theaters
at Downtown Plaza fails to come to fruition — this option would provide approximately
150,000 square feet of retail and entertainment uses; and

Option 3

A live theater/performing arts option including the B Street Theatre as the resident
theater company for the facility. Originally, B Street Theatre proposed placing its
Children’s Thealre at this location, but due to B Street Theatre’s commitment to the
Sutter Project in midtown, this option was removed from the K Street Central
Proposal.

Ad Hoc Committee Recommendation

The Ad Hoc served as the evaluation committee for the proposal and was advised by
staff and outside consultants with expertise in downtown redevelopment and retail
development. The Ad Hoc also interviewed the development team and reviewed the
community responses to the proposal received at the June 13" community meeting.

Based on review of the information provided and the development team interview, the
Ad Hoc unanimously recommended selection of K Street Central for negotiations
regarding the development of the Agency Site, with the following considerations:

= Based on community input, continue pursuing live theatre/performing arts options for
the Agency Site;

= Continue to refine project concepts on adjacent K Street Central properties for
Agency consideration as part of the ERN process; and

* Any additional properties required to implement K Street Central's project concepts
will be pursued privately by the team.
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240-day Exclusive Right to Negotiate

Staff intends that an Agreement for Exclusive Right to Negotiate would include a 240-
day exclusive negotiation period based on the following multiple milestones that must
be achieved by the Agency and K Street Central in order for the project to progress:

Within 90 days:

Bring Agreement for Exclusive Right to Negotiate to Agency for execution
Continue to pursue live theater/performing arts options for the Agency Site
Refine project concepts on K Street Central properties

Begin private acquisition of properties, if needed

O

O 0 ¢

Within 120 days:

o Report back to Agency on project analysis findings

o Finalize project description for Agency Site, sufficient for environmental review
under the California Environmental Quality Act (CEQA)

o Begin CEQA analysis

o Solicit comments from the Design Review Preservation Board for use in CEQA
analysis

o Refine estimated construction costs, including all applicable fees and
contingencies

o Refine development and operating proformas

Within 180 days:
o Negotiate the terms of the DDA (and OPA, if applicable)
o Prepare Schedule of Performances for the construction period
o Finalize property purchase agreements, if applicable
o Finalize lease terms with businesses that will be part of the project

Within 240 days:
o Certify the CEQA document and adopt Mitigation Monitoring Plan
o Obtain project approval from the Agency and execute the redevelopment
agreements

Financial Considerations:

in consideration of the right to negotiate exclusively with the Agency, K Street Central
will deliver to Agency, at the time the ERN is executed, a deposit fee of $50,000 as
payment towards third-party costs associated with the environmental document.

Environmental Considerations:
The proposed action to authorize negotiations with the developer to further redefine the

proposed project scope and to commence environmental review is authorized under
CEQA Guidelines Section 15262, planning for possible future action.
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Policy Considerations:

The developer selection and negotiation period will result in a proposed project
consistent the Amended Merged Downiown Redevelopment Plan and Five-Year
Strategy. Additionally, the proposed project is consistent with the development
objectives outlined in the recent JKL Community Workshop process.

Emerging Small Business Development (ESBD):

There are no ESBD considerations contemplated with the requested action.

Respectfully submitted by: W V/VWL)r W/N/L\

Wendy S. Saunders
Economic Development Director

Recommendation Approved:

y Ay A I

ROBERT P. THOMAS =~
City Manager
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RESOLUTION NO.
Adopted by the Redevelopment Agency of the City of Sacramento

Date

SELECTION OF K STREET CENTRAL AND AUTHORIZATION TO NEGOTIATE AN

AGREEMENT FOR EXCLUSIVE RIGHT TO NEGOTIATE FOR 240 DAYS REGARDING

THE TERMS OF AN AGREEMENT FOR REDEVELOPMENT OF THE AGENCY-OWNED
PROPERTIES LOCATED AT 1000, 1012, AND 1022 K STREET

BACKGROUND

A. Qver the past five years, the Agency has assembled property located at the
southeast corner of 10" and K streets {Agency Site) for redevelopment purposes.

B. In October 2004, the JKL Corridor Workshop brought together more than 250
community members to discuss the future of Downtown Sacramento, and
specifically the Agency Site. Participants helped craft an overall vision with
specific development objectives for the Agency Site, including:

— Cultural uses such as live theatre, museums, artist lofts and art galleries;

- Commercial uses such as restaurants, movie theaters, nightclubs, and mixed
specialty retail; and

- Residential, where possible.

C. In February 2005, the Agency issued a Request for Proposals (RFP) for a
Downtown Cultural, Entertainment and Retail Complex for the Agency Site. The
RFP also indicated that the Agency would consider proposals for a project that
incorporated other parcels in addition to the Agency Site.

D.  On April 30, 2005, one proposal was received from K Street Central, a
development team consisting of David S. Taylor Interests, The CIM Group, St.
Anton Partners, The Cordano Company and Paragary's Restaurant Group.

E. A selection committee comprised of an Ad Hoc committee of the Agency board
reviewed the proposal. Based on K Street Central's development experience,
qualifications, and vision for the Agency Site, the Ad Hoc recommended execution
of an Exclusive Right to Negotiate agreement with K Street Central and further
negotiations to develop the project proposal.

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

Section 1. K Street Central is selected as the preferred developer for the
redevelopment of the Agency Site.

Section 2. The City Manager is authorized to negotiate, on behalf of the Agency, an
Agreement for Exclusive Right to Negotiate with K Street Central providing
a 240-day period to negotiate the terms of an agreement for
redevelopment of the Agency Site. The parties shall endeavor to
accomplish the following milestones in accordance with the following
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targeted periods. Should the milestones not be completed within the
targeted periods, the Agency may terminate negotiations by written notice
of Robert Thomas, City Manager, acting on behalf of the Agency. Said
milestones are:

Within 90 days:
o Bring Agreement for Exclusive Right to Negotiate to Agency for
execution
o Continue to pursue live theater/performing arts options for the
Agency Site
o Refine project concepts on K Street Central properties
o Begin private acquisition of properties, if needed

Within_120 days:

o Report back to Agency on project analysis findings

o Finalize project description for Agency Site, sufficient for
environmental review under the California Environmental Quality
Act ("CEQA"™)

o Begin CEQA analysis

o Solicit comments from the Design Review Preservation Board for
use in CEQA analysis

o Refine estimated construction costs, including all applicable fees
and contingencies

o Refine development and operating proformas

Within 180 days:
o Negotiate the terms of appropriate redevelopment agreements
o Prepare Schedule of Performances for the construction period
o Finalize property purchase agreements, if applicable
o Finalize lease terms with businesses that will be part of the project

Within 240 days:
o Certify the CEQA document and adopt Mitigation Monitoring Plan
o Obtain project approval from the Agency and execute the
redevelopment agreements

Section 3. Staff is directed to bring back to the Agency an Agreement for Exclusive
Right to Negotiate for execution.
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ATTACHMENT 1

/

9th Street
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