Oversight Board for
Redevelopment Agency
Successor Agency (RASA)

Meeting Date: 6/4/2012 Report Type: Discussion

Title: Acknowledging Assignment of Sheraton Master Owner Participation Agreement and
Authorizing Transfer of MOPA Funds to City

Recommendation: Pass a Resolution Acknowledging Assignment of Sheraton Master Owner
Participation Agreement and Authorizing Transfer of MOPA Funds from the Redevelopment Agency
Successor Agency (RASA) to the City of Sacramento.

Contact: Leslie Fritzsche, RASA staff person and Downtown Redevelopment Manager, City of
Sacramento Economic Development Department (916) 808-5450;

Presenter: Leslie Fritzsche, RASA staff person

Issue: The State Department of Finance (DOF) has informed RASA staff that the Sheraton Master
Owner Participation Agreement (MOPA) should be removed from the Recognized Obligations
Payment Schedule because the funding under that contract was the proceeds from the sale of a city-
owned parking garage and Sheraton Hotel owned by the Sacramento Hotel Corporation and not
property tax increment revenues.

In 2008, the City of Sacramento transferred $27.7 million of the hotel/garage sales proceeds to the
Redevelopment Agency to manage, since the Agency’s role was to oversee redevelopment projects
within the downtown area. The Redevelopment Agency entered into the Master Owner Participation
Agreement (MOPA) with Taylor/CIM Redevelopment Company, LLC (“Developer’), pledging the
funds for assistance with development projects in the downtown area. Thereatfter, the Developer has
redeveloped buildings along K Street near 10" Street and prepared plans for redevelopment of the
800 block of K Street. Approximately $19.3 million remains available to Developer to fund additional
projects. Since the Sheraton Hotel sales proceeds were City funds, the City should be the successor
to the Agency for the Sheraton MOPA, not RASA.

Attachments:

1 — Background

2 — Resolution: Authorizing Assignment of Sheraton MOPA from RASA to the City of Sacramento
Exhibit A - Master Owner Participation Agreement and Agency Funding Agreement Future
Downtown Redevelopment Projects
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Attachment 1
Background

On or about May 2, 2008, the City of Sacramento (the “City”) received approximately $50 million (the
“Net Proceeds”) from the following transactions:

(a) The sale of the Sheraton Grand Sacramento Hotel located at 1230 J Street (the “Hotel”),
pursuant to a certain Sheraton Grand Sacramento Hotel Purchase and Sale Agreement dated
April 16, 2008, between the Sacramento Hotel Corporation, a California nonprofit public benefit
corporation, (the “Seller” or “Hotel Seller”), and CIM Urban REIT Acquisition, LLC, a California
limited liability company, (the “Purchaser”) and Public Market Building LLC, a California limited
liability company, (the “Manager”), whereby the Hotel sale proceeds were to be transferred to
City pursuant to certain prior agreements between City and Seller; and

(b) The sale of the City's Parking Garage located at the intersection of 13" Street and J
Street, pursuant to that certain 13" and J Street Garage Agreement of Purchase and Sale
dated April 16, 2008, between the City (the “Seller” or “Garage Seller”), CIM Urban REIT
Acquisition, LLC, a California limited liability company, (the “Buyer”), the Sacramento Hotel
Corporation, a California nonprofit public benefit corporation, (referred to as “Hotel
Corporation”), and Public Market Building, LLC, a California limited liability company, (the
“Manager”).

The City used a portion of the Hotel sale proceeds to defease the revenue bonds issued by the
Sacramento City Financing Authority to fund construction of the Hotel. The Garage had been
constructed by the City with proceeds from its Parking Enterprise Fund and there was no outstanding
debt for the Garage at the time of this transaction.

Pursuant to City Council Resolution No. 2008-190 adopted on March 25, 2008, the City pledged to
pay and deposit with the Redevelopment Agency of the City of Sacramento (the “Agency”) the cash
sum equal to Fifty Percent (50%) of the Net Proceeds received by the City, and pursuant to City
Resolution No. 2008-372, additional Net Proceeds were allocated to Agency, for a total of
approximately $29.7 million. As set forth in the City resolutions, these funds were provided to Agency
to accelerate the development, construction, acquisition, and enhancement of various facilities,
projects, and improvements within the City, and in particular for underutilized and economically
depressed sites within the Merged Redevelopment Project Area. Also on March 25, 2008, the Agency
adopted Resolution No, 2008-018, whereby the Agency approved the “Sheraton MOPA” with
Taylor/CIM Redevelopment Company, LLC (the “Developer”). The Sheraton MOPA was executed on
May 2, 2008. The Developer entity is related to the Purchaser and the Buyer, and the Sheraton
MOPA was entered into in furtherance of the City’s obligations under the Hotel and Garage Purchase
and Sale Agreements to the Developer which specifically provided, as a condition of the purchase,
that 50% of the proceeds of the sale be made available to the Purchaser for projects within or to
benefit the Merged Downtown Redevelopment Project Area.

Under the terms of the Sheraton MOPA, the Agency agreed to budget, and deposit and maintain, in a
separate line item account of the Agency, 50% of the Net Proceeds from the sale of the Hotel and
Garage, the principal of which was pledged solely for use as provided in the Sheraton MOPA (the
“MOPA Funds”). The Agency held the MOPA Funds of approximately $25 million in trust for the City
to provide financial assistance to the Developer for certain projects in accordance with the terms and
conditions of the Sheraton MOPA. The projects to be undertaken by the Developer under the
Sheraton MOPA were intended to complement other uses in the Merged Redevelopment Project
Area and the Convention and Theater District. Some of the MOPA Funds have been previously
conveyed to Developer by Agency for certain projects, and approximately $19.3 million remains
available to Developer under the Sheraton MOPA.
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Pursuant to Health and Safety Code Section 34173(d), the City of Sacramento elected to become the
“Redevelopment Agency Successor Agency” (RASA) to the Agency for the Agency’s non-housing
assets and functions by Resolution No. 2012-018 adopted on January 31, 2012. As a result, RASA
became a party to the Sheraton MOPA as the Agency’s successor by operation of law.

The Sheraton MOPA is a legally binding and enforceable agreement entered into between the
Agency and the Developer and is therefore an enforceable obligation under AB1X 26. Accordingly,
the RASA has been vested with the authority and the obligation to continue to perform the Agency’s
obligations under the Sheraton MOPA. Therefore, the MOPA Funds that were previously held in trust
by the Agency for the City to be used in the implementation of the Sheraton MOPA are now held
directly by the City as RASA and the City is required to utilize such funds in accordance with the
Sheraton MOPA.

Under AB1X 26, RASA prepared the Recognized Obligations Payment Schedule (ROPS) of the
Agency'’s enforceable obligations. The Sheraton MOPA was included on the January — June 2012
ROPS that was approved by the Oversight Board on April 30, 2012. The State Department of
Finance (DOF) exercised its right to review the ROPS on May 4, 2012. On May 17, 2012, DOF staff
stated to RASA staff that the Sheraton MOPA was not an agreement which should have been
included on the ROPS because the funding source is City funds, not Agency funds related to property
tax increment. RASA complied with DOF’s directive and subsequently removed the Sheraton MOPA
from the ROPS.

Since RASA became a party to the Sheraton MOPA by operation of law, and based on the directive
from DOF that the Sheraton MOPA should not be included on the ROPS because it relates to City
funds and not Agency funds, RASA now needs to assign the Sheraton MOPA to the City, and to
transfer the MOPA Funds from the RASA accounts to the City. Generally, the Oversight Board has
authority over the actions of RASA, although in this case the Net Proceeds from the sale of the
Sheraton Hotel and Garage are City funds over which the Board has no authority. In order to
document the assignment of the Sheraton MOPA from RASA to the City, RASA is requesting
Oversight Board’s acknowledgment of the assignment and authorization of the transfer of MOPA
funds to implement DOF'’s directive.
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RESOLUTION NO. 2012-

Adopted by O

Oversight Board for
Redevelopment Agency Successor Agency

June 4, 2012

ACKNOWLEDGING AND AUTHORIZING ASSIGNMENT OF SHERATON MOPA
AND TRANSFER OF MOPA FUNDS FROM RASA TO THE CITY OF SACRAMENTO

BACKGROUND:

A.

On March 25, 2008, the City of Sacramento (City) pledged $27.2 million of its proceeds from
the sale of the Sheraton Hotel and the City-owned Garage at 13th and J Streets, to the
Redevelopment Agency of the City of Sacramento (Agency) to manage on its behalf to fund
projects to redevelopment buildings and land within the downtown area, known as the Merged
Downtown Sacramento Redevelopment Project Area (the “Project Area”).

On May 2, 2008, the Agency entered into a Master Owner Participation Agreement (MOPA)
with Taylor/CIM Redevelopment Company, LLC (Developer) using a portion of the Sheraton
Hotel sales proceeds to fund redevelopment projects in the Project Area.

The Sheraton MOPA was entered into in furtherance of the City’s obligations under the Hotel
and Garage Purchase and Sale Agreements to fund projects in the Project Area undertaken by
the Developer.

The City of Sacramento became the Redevelopment Agency Successor Agency (RASA) on
February 1, 2012, and by operation of law under AB1X 26, RASA replaced Agency as the
contracting party with the Developer under the Sheraton MOPA.

Based on guidance and directive from the State Department of Finance, the Sheraton MOPA
should be assigned back to the City and the MOPA Funds transferred back to the City
because the funding available to the Developer under that agreement are City sales proceeds
and not Agency funds.

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

Section 1. The Redevelopment Agency Successor Agency is authorized to assign the Sheraton

MOPA to the City of Sacramento and to transfer the balance of the MOPA Funds
currently held by RASA to the City for implementation of the Sheraton MOPA.

Table of Contents:

Exhibit A - Master Owner Participation Agreement and Agency Funding Agreement Future Downtown

Redevelopment Projects
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MASTER OWNER PARTICIPATION AGREEMENT
AND
AGENCY FUNDING AGREEMENT

FUTURE DOWNTOWN REDEVELOPMENT PROJECTS

Redevelopment Agency of the City of Sacramento
Merged Downtown Sdcramerito Redevelopment Project Area
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MASTER OWNERPARTICIPATION AGREEMENT
AND
AGENCY FUNDING AGREEMENT

FUTURE DOWNTOWN REDEVELOPMENT PROJECTS

Redevelopment Agency of the City of Sacramento
Merged Downtown Sacramento Redevelopment Project Area

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO ("Agency"), and TAYLOR/CIM
REDEVELOPMENT COMPANY, LLC ("Developer"), enter into this Master Owner Participation
Agreement and Agency Funding Agreement ("Agreement™), as of May 2, 2008 ("Effective
Date™). [For purposes of this Agreement, the capitalized terms shall have the meanings assigned
in Section 16,]

RECITALS

Al Developer is the owner of (or may acquire) various parcels of real property within the
Merged Downtown Sacramento Redevelopment Project Area, in the City of Sacramento,
California. The Developer is proceeding with plans for the renovation and
redevelopment of one or more of theé properties it currently owns in the Redevelopment
Project Area and with conceptual plans for the redevelopment of one or more properties
which it may acquire within the Redevelopment Project Area in the future (each a
"Property,” and collectively, the "Properties"). As described in greater detail below, the
redevelopment of the Properties are termed the "Projects." The Agency, as a material
inducement to the Developer to continue with such planning and implementation of such
Projects, desires to provide financial assistance to the Developer in such renovation and
redevelopment work, as provided herein.

B. This Agreement is made in accordance with the provisions of the Redevelopment Plan
for participation by property owners in redevelopment of the Redevelopment Project
Area (adopted in accordance with California Health & Safety Code Section 33339). The
Agency is participating in this Agreement because this Agreement is consistent with, and
furthers, the Redevelopment Plan, Specifically and without limitation, the Agency has
determined that the Projects (as generally referred to in Section 2, below) will assist in
the elimination of the following blighting influences: low property values and impaired
investment; high vacancies and low lease rates; deficient buildings and un-reinforced
masonry buildings; underutilized or obsolete properties. The Agency has also determined
that the Projects will meet the following goals of the current Implementation Plan
adopted for the Redevelopment Project Area: development of mixed use catalyst projects;
increase downtown office, retail, and residential uses; and provide assistance to projects
that contribute to the development of an active theater and entertainment district. The
Projects will complement other uses in the Redevelopment Project Area and the
Convention and Theater District.
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The City of Sacramento ("City") will receive net proceeds (collectively, the "Net
Proceeds™) from (@) the sale of the Sheraton Convention Center Hotel on J Street between
12" and 13" Streets, by the Sacrametito Hotel Corporatton pursiiant to that certain
Sheraton Grand Sacramento Hotel Pirchase and Sale Agreement between the
SACRAMENTO HOTEL CORPORATION, a California ionprofit public beriefit
corporation, and CIM URBAN REIT ACQUISITION LLC, 4 California limited liability
company; arid PUBLIC MARKET BUILDING LLC, but solely with respect to ceitain
spemﬁed sections of’ sald Agreement, dated as-of April 16, 2008, and (b) iti¢ sale of the
Parking Garage-oh 13" Street between J and I Streets, by the City pursuant to that certain
13" and J Street Garage Agreement of Purchase and Sale between the City and CIM
URBAN REIT ACQUISITION, LLC, a California timited liability company,
SACRAMENTO HOTEL CORPORATION a nonprofit pubic benefit corporation, but
solely with respect to certiiit specified sections of said Agreement, and PUBLIC
MARKET BUILDING, LLGC; but solely with respect to certain specified sections of said
Agreément, dated as of April 16, 2008. In aid and farthérance of the fedevelopment of
the Merged Sacramento Downtown Redevelopment Project Area, and as a material
indicement to the Agency and Developer to éntef into this Agréenent, the City has
pledged to pay and deposit with the Agenoy the cash sum equal to Flf‘ty Percent (50%) of(
the Net Proceeds, which the Agency will budget dnd maintain ina separate line itom
accouat, the prmmpal ofwhich is pledged for use-as prowded in this Agreement.

T order to accomplish such Agency goals and purpose, this Agieenient providés that the
Agency will provide financial assistance to the Developer for. redevelopment of one or
miore of the Propettics, in the mantier and for the uses described in this Agreement,

AGREEMENT

NOW THEREFORE, in consideration of the following mutual covenants, obligations and
agreements and for other good and vainable consedelatlon the teceipt and adequacy of which are
acknowledged, the Parties agree as follows:

1.

AGENCY FUNDING. It is the intent of the Parties 1o enter into one or more future Owner
Participation Agreements (OPAs) or Disposition and Development Agreements (DDAs)
(coliect:vely, these future OPAg and DDAs are termed the "Future Agreements")
prov;dmg for the renovation and redéevelopmeit of each Prop&ity to be Utidertaken by the
Developer pursuant to this Agreement: Developer acknowledges and agrees that each of
the Future Agregments is subject to the Community Redeviélopinient Law and other
applicable Jaws and will require the Developer, among othier things, {d) to restrict the use
of the subject Property to the uses set forth in thé Redeveloprient Plan and appllcable
law, and (b) to devote the subject Property to certain retail, commercial, residential; or
enterfainment lises as approved by the City and Agency for a specified period of time.
Developer further acknowledges and agrees that each of the Future Agreements shall
inclide prowsmns common to Agency DDAS or OPAs, as applicable, including without
limitation insurance and indemnity requirements and, tf applicable, provisions regarding
paymeént of prevailing wages and the Developei's related indeninificatioris. In ordér to
facilitate the renovation and redevelopment by Developer, Agency agrees to provide

2

1074463v18 33087/0001




funding for such renovation and redevelopment work, in the amount of Fifty Percent
(50%) of Net Proceeds ("Agency Funding"). When the exact amount of the Net Proceeds
is calculated following sale of the Hotel and Garage pursuant to the agreements
referenced in Recital C, above, an amount équal to Fifty Percent (50%) of the Net
Proceeds shall be stated in dollars as the principal amount in the Pledged Account, and
shall be appended to this Agreement by an Addendunmi, initialed by both Parties. As
referenced in Recital C, the City is providing the Agency Funding to the Agency in
consideration for the Agency and Developer entering into this Agreement and carrying
out the provisions of this Agreement. The Agency shall budget, and deposit and
maintain, the Agency Funding in a separate line item account of the Agency (the
"Pledged Account"), the principal of which shall be pledged solely for use in accordance
with the terms of this Agreement and for the time specified in this Agreement, subject
only to the requirement that Three Million Dollars ($3,000,000) of the principal in the
Plediged Account shall be placed in a non-interest bearing sub-account and shall be used
only for such purposes as are consistent with the use of proceeds of the Agency's tax
exempt tax allocation bonds. Subject to approval of Future Agreements, the Developer
shall have the sole right, subject to the terms of this Agreement, to request funding from
the Pledged Account for Projects to receive Agency Funding under Future Agreements,
and shall be entitled to enforce by mandamus, injunctive relief or other appropriate
remedy at law the Agency pledge of the amounts in the Pledged Account according to the
terms of this Agreement, as provided in Section 10.3 of this Agreement: The Agency
Funding shall be disbursed from the Pledged Account in the anjounts provided for in, and
in accordance with, the terms and conditions sef forth in each applicable Future
Agreement, as each may be later approved by the Agency pursuant to the process set
forth in this Agreement. The Parties acknowledge that Developer would have no claim
against the funds in the Pledged Account or the Net Proceeds of the sale, except as
provided in this Agreement or the Purchase and Sale Agreements referenced in Recital C,
above, or, as may be applicable, in any Future Agreement.

2. PROJECT PRIORITIES AND SELECTION. Developer shall propose Projects for proposed
Future Agreements, which are in accordance with the terms of this Agreement, which
meet the intent of this Agreement, which are located in the Merged Downtown
Redevelopment Project Area, which qualify as redevelopment projects, and which meet
the reqnirements of the Community Redevelopment Law and the Redevelopment Plan,
The requirements for proposal and seiection of Projects are sét forth in Exhibit C
{"Requirements™). The Agency shall consider each such proposed Project if and when
Developer has provided the Project information as stated in the Requirements or
otherwise provided Project information to Agency's satisfaction, provided that Developer
has not then had a failure of condition with respect to such proposed Project which is not
cured ot In the process of cure. The Agency shall act in the independent exercise of its
legislative authority in selecting any such proposed Projects for funding under this
Agreement. Further, the Agency may consider proposed Projects that meet its goals and
requiretments for the Redevelopment Project Area in the order of priority stated in the
Requirements, Tt is the intent of the Parties to work in collaboration to select each
Project and to such end, the Partics shall meet as ofien as is reasonably necessary to
develop potential Projects for consideration. The Parties shall reasonably cooperate in

3
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the development of such potential Project with full consideration of the provisions of
Exhibit C.

3 PROJECTS. The Devéloper agrees to proceed with the planhing and preparation for the
proposed Projects on any one or more of the Properties it currently owns or.may acquire
within the Redevelopinent Project Area. For reference only, and not as constituting
Agency approval of; or a Developer obligation to proceed with, any particular Project,
and without limiting the Developet's ability to propose other Projécts on Properties
within the Redevelopment Project Area, the Parties have attached hereto as Exhibit A, a
list of Projects the Developer currently envisions for study and developmem of Plaiis,
subject to CEQA review and approval of Future Agreements as herein provided. The
Developer shall work with the Agency to determing which of thc Properties will be
renovated and redeveloped, and the timing for any such Project; based on the Priorities
established above,

The Agency shall have no obhgatlon to-disbuse any patt of the Agency Funding until a
Future Agreement has been duly approved and executed by the Agency and Developer
providing for the renovation or redevelopment of the Property subject to such Future
Agreement, whith sets forth the specificterms for the Agency Funding for such Project.
The Agency will consider the Reqmrements set forth in Exhibit C with regard to the
timing for review and approval of Projects. The Developer understands and agrees that
approval of any Futute A greement atid commencement of any Project on any of the
Properties and disbursement of any Agency Funding for such Praject shall be conditioned
upon and subject to, among other things: (&) completion of any and all environmental
review and documentation that may be required for such Project under CEQA, as further
discussed in Section 5, below: and (b) the Ageéncy and Developet approving and entering
into one or more subsequent Future Agreement(s) outlining the terms and conditions for
suich. Pro_;cct together with the amount of Agency Funding required to ‘maké such Pr oject
feasible.

4, MILESTONE EVENTS SCHEDULE, The Parties have established a schedule of Target
Dates and Outside Dates for Cofiipletion for certain milestone events (¢ach a
"Milestone") as set forth in Exhibit B hereto, Failure of the Developer to achieve a
Target Date shall riot catistitute a default or failure of condition under this Agreement.
Failure of the Developer to meet an Outside Dafe (subject to extensions for Excused
Delay) for'a Milestoné shall not coristitiite a default, biit shall constitute a failure of
condition which, if such Milestone is not met (subject to extensions for Excused Delay)
within stk (6) monthg aftér receipt by the Developer-of written notice from the Agency of
such failure, shall permit the Agency to terminate this Agreement as to any Properiies or
Projects for which a Future Agreement has'not been approved as of the date of -
tetmination.

3. CEQA REVIEW. In accordanice with the California Environmental Quality Act
(“CEQA”), Agency as lead agency shal prepare the environmiental documentation and
consider the environmental effects of each Project proposed by Peveloper, at Developei’s
expense, prior to considering action to apprave the proposed DDA,

4
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5.1.  Nothing in this Agreement shall be construed to limit the application of CEQA to
any Project or to changes in any 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 shall 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.

5.2.  Agency is not, and shall not be considered to be, obligated by this Agreement, or
otherwise, to consider approval of a Future Agrecment, or any other agreement,
unless and until it has fully reviewed and considered the environmental impacts of
the proposed Project which is the subject of the Future Agreement in accordance
with CEQA. After CEQA review, Agency is not obligated, by this Agreement or
otherwise, to adopt findings of overriding considerations for the approval of the
proposed Project or take any other action in support of the proposed Project.
After CEQA review, Agency is not precluded, by this Agreement or otherwise,
from rejecting the proposed Project or from imposing mitigation measures as a
condition of any Project approval, which measures mitigate or avoid direct or
indiréct envitonmental effects of the proposed Project.

5.3.  Following acceptance by the Agency of a full Proposal for a Project for
consideration, as provided in Section 7, below, the Developer shall prepare and
submit to the Agency for approval a project description to be used by the Agency
to prepare the environmental documentation to the extent required by law for the
proposed Project. Upon Agency request, Developer shall supply any additional
data and information both to determine the impact of the development on the
envitonment and to assist in the preparation of the environmental documents to
the extent required by law for the proposed Project.

6. PREPARATION AND APPROVAL OF PLANS AND RELATED DOCUMENTS. This Agreement
is a financing document of the Agency and not a land use or planning document. This
Apgreement shall not be deemed an approval of any Project or Future Agreement, but
metely a commitment by the Agency to provide the Agency Funding to the Developer
upon satisfaction of all conditions set forth in this Agreement and in the Future
Agreement(s) contemplated hereunder. The Future Agreement(s) to be entered into by
the Agency and Developer shall require that the Developer comply with all applicable
fand use, ptanning and design laws, rules and regulations of each governmental agency
acting in proper exercise of their respective jurisdictions, including without limitation,
departinents, staff, boards and commissionis of the City. The Future Agreement(s) shall
further provide that the Agency shall have the right, but not the obligation, to review
Plans to assure their conformity with the provisions of any Future Agreement and
approvals given under this Agreement. Based upon such review, the Agency shall have
the right to approve ot reject the Plans for reasonable cause. Agency's right of review
includes, without limitation, the right to review architectural and engineering plans and
specifications, off-site plans and specifications, and landscaping designs and

5
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specifications. Agency's approval of Plans is not an assurance of their adequacy or
cotrectness, Agency approval rights will be reserved solely () to assure that the Plans
further the Redevelopment Plan; (b} to assure that the Final Plans conform to the
Preliminary Plans; and (c) to assure that any Ageney funds which may be obligated under
this Agreement are used for Projects performed on Properties within the Redevelopment
Project Area,

7. SUBMISSION OF PROPOSAL. As a condition précedent to the Agency riegotiating for and
entering into a Future Agreement for any Property, Developer must prepare-and submit to
Ageiicy 4 full proposal ("Proposal") for the development of the applicable Property,
which Proposal takes into consideration the Requirements set forth in Exhibit C. Itis
agréed dand understood that Agency staff- acceptance of a full Proposal as adequate for
review, as evidenced by a letter to the Developer from the Agency's designated staff
mdlcatmg such acceptance, is a prerequisite and preliminary step to further processing of
any PrOJect and that the acceptance of a full Proposal under this Agreement for further
processing and consideration is not intended to, and doks not, in fact, compel or require
the Agency to approve any proposed Project, or enter into a Future Agreement following
completion of the CEQA and other review processes, The Developer shall include in
each Proposal, without hmltatton, the following: (2) description of the Developer’s
development team, naming the prmmpa[s of Developer, the architectural and design team
(if identified), the general contractor (if'identified), and the marketing team (if identified);
{b) project coneeptual design, including conceptual site plan and massmg plan; (c)
prcllmmary feasﬂslhty analysns {d) proposed business terms; and (e) estimate of
constriiction costs for project designs.

8. NONDISCRIMINATION IN CONTRACTING AND EMPLOYMENT, Developer, fo itself and
its successors and assigns, agrees that the following provisions shall apply to, and be
contained in, all contracts and sub-coritracts entered into with respect to the, Projects.

8.1. EMPLOYMENT. Developer shall not discriminate against any employee or
applicant for employment on aceount of any basis listed in subdivision (a) or.(d)
of Sectioni 12955 of the Government Code, as those bases are defined in Sectionhs
12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section
12955, and Section 12955.2 of the Governnieiit Code. The Developer will take
afﬁrmatlve action to ensure that applicants are employed, and that employees are
treated during employment, without regard to their tace, ¢olor, creed, religion,
sex, marital status, ancestry or national origin. Such action shall include, but shall
not be limited to, the following: employment, upgrading, demicticn of transfer;
recruitment or recruitment advertising; layoffor termination; rates of' pay or other
forms of compensation; and selection for training, mc[udmg apprenticeship.
Develc»per agrees to post in coiispicuious places, available to employecs and
apphcants for-employment, noticés to be provided by the Agency setting forth the
provisions of this nondiscrimination clause.

8.2,  ADVERTISING. Developer will, in all solicitations or advertisements for
cinployces placeéd by or cn behalf of the Developer, state that all qualitied

6
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applicants will receive consideration for employment without regard to race,
color, creed, religion, sex, marital status, ancestry or nationat origin.

9. DEVELOPMENT FINANCING. Developer shall be resporisible for and shall pay all costs of
developing the Project and undertaking and completing any Project on any of the
Properties, except as otherwise provided in this Agreement and the applicable Future
Agreement, As will be specified in the Future Agreements as a condition precedent to
Agency's obligation to provide the Agency Funding, for any Project, Developer shall
provide the Agency with a Project budget, proposed sources and uses of funds, and
evidence of sufficient funds (including Agency Funding) to meet all budget requirements.
Except as expressly provided in this Agreement and the applicable Future Agreement, no
Party shall have the right of reimbursement for any funds expended by them for the
Project. Agency is not obligated by this Agreement or otherwise to make any
contribution beyond its obligations stated in this Agreement and the applicable Future
Agreement, Any Agency assistance may be reviewed for consistency with any Agency-
adopted underwriting standards, policies, and funding tequirements that may be
applicable to the Agency Funding for a particular Project.

A proposed Prq;ect as financed under a Future Agreement may be subject, under the
applicable provisions of the California Labor Code and determinations of the Department
of Industrial Relations pursuant thereto, to the payment of prevailing wages, in whole or
in part, for construction of the Project, depending upon sources and uses of Ageney
Funding. Determination of the applicability of prevailing wages will be considered for
each proposed Project and appropriate provisions will be included in each Future
Agreement, In any event, for each Future Agreement, Developer will have the
opportunity to meet with Developer's legal counsel and may choose to request a
determination from the Department of Industrial Relations. Tt is not the intention of the
Parties that the Agency be an indemnitor for any obligation of the Developer for the
payment of prevailing wages, unless the Agency, specifically and in its absolute
discretion, agrees to accept such role in a Future Agreenent regarding the applicability of
prevailing wage requirements to a propesed Project.

10. DEVELOPER COVENANTS; AGENCY PLEDGE.

10.1. Usg COVENANTS. Developer covenants that each Project it proposes to undertake
using Agency Funding will be used strictly in accordance with the provisions of
the Redevelopment Plan, and such other covenants as may be required in the
applicable Futute Agreement.

10.2. NONPISCRIMINATION, Devéloper covenants by and for itself, its heirs, executors,
administrators and assigns, and afl persons claiming under or through it, that it
shall not discriminate on any basis listed in subdivision {a) or (d) of Section
12955 of the Government Code, as those bases are defined in Sections 12926,
12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955,
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11.

and Section 129552 of the Government Code in the sale, lease or rental or in the
use ot ogcupancy of the Properties and the Project.

10.3. PLEDGE OF MONIES IN PLEDGED ACCOUNT. The obligations of the Agency
under this Agresment to provide Agency Funding from thé moniés iri the Pledged
Account for Projects pursuant to the terms of the Future Agreements for such
Projects shall constitute, for the duratios of this Agreement, a contractiial |
obligation and mdcbtcdneSs of the Agency and are secured by a first lien and
irreviscable pledge of such monies in the Pledged Account for such purposes, for
the benefit of the Developer, to the fullest extent permiited by taw, and the
Developer may enforcé such pledge and the obligatiofis of the Agéncy urider this
Agreement to provide Agency Funding by mandamus, suit, action, or proceeding
to compel the Agency and its menibers, officers, , agefcies and employees to
perform the obligations of the Agency hel eunder with respect to monies in the
Pledged Accotint, and by stit, action or proceeding in equity to enjoin any acts or
disbursements from the Pledged Account which may be in violation of the
obligations or.pledge of the Agency orthe rights of the Developet under this
Agreement, The Agency shall cooperate with the Developer and take all
reasonable actions to perfedt and maintain the Developer's Security interest in the
Pledged Account under this Section 10.3.

Notwithstanding the foregoing, the Agency from time to time, with not less than
tén (10) days prior written notice to the Devc[oper may substitute cash moriies in
the Pledged Account with other cash monies, on a dollar for dollar basis, provided
that such substitition of cash funds in the Pledged Accouirit will fiot diminish the
amount of the total funds in the Pledged Account and will not subject any such
funds in the Piedged Account 6 litnitatioris for expenditures or disbirsements
which are not expressly authorized by this Agreement.

Agr eement if either Paity defaults in its obllgatlons undef this Agreemcnt the defaulting
Party shall lmmedlately commence and diligently proceed to ciire the default within thirty
(30 days after writtén notice of default from the other Party or, if reasonable, such longer
time as is reasonably necessary to remedy such default if such defanlt cannot reasonably
be cured within thirty (30) days fot reasons beyond the conirol of the defaulting Party,
provided that the defaulting Patty shall promptly begin and diligently pursué such ciire to
conipletion). Ifthe defaulting Party does not promptly begin and diligently cure the
default within a reasonable time, the other Party may, but'is not obligated to, institute
proceedings to cure the default, including without limitation, pr oceedings to-compel
specific performance by the defaultmg Party, Subjéct to any extension of time perinitted
by this Agreement, a failure or delay by a Party to perform any ferm orprovision of this
Agréement constitutes a default of this Agréement, except as otheiwise provided in
Section 4 of this Agreement.

1.1, OTHER RIGHTS AND REMEDIES. Upon the occurrence of any default by
Developer under this Section 11, Agency's sole remiedy therefor shall be

8
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termination of this Agreement. Upon the occurrence of any default by Agency,
and the expiration of any applicable notice and cure period without a cure having
occurred within the specified cure period, the Developer shall have the right to
institute such actions as it may deem desirable to remedy a default of this
Agreement as allowed under this Agreement, at law or in equity, but in any event
Agency shall not be compelled to pay damages, except from and to the extent of
the remaining balance of the Agency Funding. Such Agency obligation shall be
subject to claims filing requirements, but only to the extent such requirements are
lawfully applicable.

11.2. NON-LIABILITY OF AGENCY OFFICIALS AND EMPLOYEES, No member, official
or employee of Agency shall be personally liable 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 Agreement.

11.3. ATTORNEY'S FEES AND RELATED COSTS. Ifan action is commenced between
the Parties, the prevailing Party in that action shall be entitled to recover from the
non-prevailing Party all reasonable attorney fees and costs, witness fees,
arbitrator's fees, and court and arbitration costs. "Prevailing Party” shall include
without limitation, 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 refief sought in an action; the Parly who receives any
award for relief through arbitration; or the Party determined to be the prevailing
Party by a court of law, In any event, the prevailing Party shall mean the Party
receiving a judgment, ruling or award that is more favorable than the last firm
offer of settlement made by such Party, unless the judgment, ruling or award is
more favorable to both Parties than their fast firm offers of settlement,
respectively, Any award of damages following judicial remedy or arbitration as a
result of the breach of this Agreement or any of its provisions shall include an
award of prejudgment interest from the date of the breach at the maximum
amount of interest allowed by law.

12, GENERAL PROVISIONS

12.1. EsTOPPEL CERTIFICATE. Any Party may, at any time, request in writing of any
other Party to certify in wriling that, to the knowledge of the certifying Party, (i)
this Agreement is in full force and effect and a binding obligation of the Parties;
(ii) this Agreement has not been amended or modified either orally or in writing,
or, if so amended, identifying the amendments; and (iii) the requesting Party is
not in default in the performance of its obligations under this Agreement, or, if in
default, describing the nature and extent of any such defauits. A Party receiving
such a request shall execute and return such certificate to the requesting Party, or
give a detailed written response explaining why it will not do so, within ten (10}
days following its receipt. The Deputy City Manager (as Agency's designee) shall
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13.

12.2.

12.3,

12.4,

be authotized to execute any such certificate requested by Developer from the
Agency,

PROHIBITIONS AGAINST ASSIGNMENT AND TRANSFER. In reliance on the
financial capability and experience of Developet, substantial public financing has
been made available by the City to the Agency to etiable the Agency Funding
provided for hereunder and make the developritent of the Properties possible.
Developer shall not assign Developet's interests or obligations under this
Agteement for any purpose; provided however, that Developer may (a) assign the
Developer’s rights and obligations undei a Future Agreement to a single-purpose
entity iri which_Developer 6r a member or affiliate of the Developer is a party and
has a controlling interest, or (b) assign the Developet's tights to propose a Project
and negotiaté a Future Agreement o a single-purpose entity in which Developer
of a member or affiliate of the Developer is a party and has a controlhng interest.
The transfer of assignment, pursuant to this Section, shall require the transferee or
assignee to execute and deliver to Agency a valid, binding, written assumption of
all obhgations of Developer with respect to the interest assigned. With respect to
this provision, the Developer and the Patties signing this Agreement on behalf of
the Devéloper répresent that they have the authority of all of Developer's
principals to agree to and bind them to this provision.

PERMITTED TRANSFERS. Notwithstanding the foregoing, the following transfers
are contempilated by the Developer and the Agency with respect to individuial
Piojects, and the Agency's consent by the Executive Director of the Agency to
stich transfers shall not be unreasonably withheld or delayed and shall be
evidenced in Future Agreements, as applicable:

a. A transfer of a Property or Project or any portion of a Property or a Project
to & member of the Devéloper or'to a wholly owned affiljate of the
Developer or of a member-of the Developer;-and

b. A transfer or an interest in a Property or a Project or-any portion of a
Property of Project to a third paity investor or lender, provided that: the
Developer or a transferee under subsection a., abave, retains a substantial
interest in, and coiitrol of'the Property of iject as a managing owrier.

FUTURE AGREEMENTS GOVERN, The terms of Future Agreements shall govern
assngnment and transfers with respect to the Properties and Projects which are
subject to such Futiré Agreements,

DOCUMENT INTERPRETATION. Thts Agrecinént shall be interpreted in accordance with
the following rules:

13.1,

INTEGRATED DOCUMENTS; SEVERABILITY. This Agreement including the
incorporated docurnerits integrates all of the terms and gonditions related or
incidental to its subject maiter, and supersedes all negotiations or previous

{0
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13.2.

13.3.

13.4,

13.5.

13.6.

13.7.

13.8.

agreements between the Parties with respect to its subject matter. If any term or
provision of this Agreement shall, to any extent, be held invalid or unenforceable,
the remainder of this Agreement shall remain in full force and effect, and the
invalid or unenforceable provision shall be valid and enforceable as to any other
persoen or circumstance,

CONFLICTING PROVISIONS. If conflicts are discovered in the provisions of this
Agreement and any Future Agreement.enteéred into in furtherance of this
Agreement, the Future Agreement shall control according to its terms.

WAIVERS AND AMENDMENTS. All waivers of the provisions of this Agreement
must be in writing and signed by Agency or Developer, as applicable, and all
amendments to this Agreement must be in writing and signed by Agency and
Developer. Any delay by Agency in asserting any rights under this Section shall
not operate as a waiver of such rights or to deprive Agency of or limit such rights
in any way. Any waiver in fact made by Agency with respect to any specific
default by Developer under this Section shall not be considered as a waiver of the
tights of Agency with respect to any other defaults by Developer under this
Section ot with respect to the particular default except to the extent specifically
waived in writing.

CAPTIONS, GENDER AND NUMBER. The section headings, captions and
arrangement of this Agreement are for the convenience of the Parties to this
Agreement, The section headings, captions and arrangement of this instrument do
not in any way affect, limit, amplify or modify the terms and provisions of this
Agreement, The singular form shall include plural, and vice versa; and gender
references shall be construed to include all genders.

DRAFTER. This Agreement shall not be construed as if it had been prepared by
one of the Parties, but rather as if both Parties have prepared it. Unless otherwise
indicated, all references to sections are to this Agreement. All exhibits referred to
in this Agreement are attached to it and incorporated in it by this reference.

TIME FOR PERFORMANCE, In determining time for performance, it shall be
construed that Agency and Developer shall each do the actions required of them,
promptly and when specified in this Agreement.

GOVERNING Law. This Agreement shall be governed and construed in
accordance with California law.

EXECUTIVE DIRECTOR AUTHORITY. The Executive Director of the Agency or
his or her designee is authorized to act on behalf of the Agency as to matter's of
administration and interpretation of this Agreement and the reviews, consents and
approvals required by the Agency under this Agreement, except for matters
expressly required in this Agreement to be acted upon by the Agency Governing
Board of the City Council,

11
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14.  NoTICES. All notices to be given under this Agreement shall be in writing and sent to the
following addresses by one or more of the following methods:

14,1, Addresses for notices are as follows:

14.1.1. Agency: Redevelopment Agency of the City of Sacramento, Economic
Devetopment Department, 1030 Fifteenth Street, Sacramento, CA 95814,
Attention: Leslie Fritzsche; a copy of all notices to Agency shall be sent
to; Agency Counsel, Redevclopmcnt Ageney of the City of Sacramento,
630 T Street, Third Floor, Sacramento, CA 95814, Attention: Dana
Phillips.

14.1:2. Developer: Taylor/CIM Redevelopient Comparny, LLC, 1201 K Street
Suite 1840, Sacramento, CA 95814, Attention: David S. Taylor; a copy of
all notices to Developer shall be sent to: The CIM Group, 6922
Hollywood Blvd., Suite 900, Los Angeles, CA 90028, Attention: John
Given.

142, Notices may be delivered by one of the following methods:

14.2.1. Certified mail, return receipt réquested, in which case notice shall be
deemed delivered three (3) business days after deposit, postage prepaid in
the Unitéd States Mail;

14,2.2. A nationally recognized overnight courier, by priority ovérnight service, in
which case notice shall be deemed delivered one (1) business day afier
deposit with that courier;

14.2.3. Hand delivery with signed receipt for delivery from a person at the place
of business of the receiving Party and authorized to accept delivery for the
receiving Party, in which case notice shall be deemed delivered upon
receipt, or

14.2.4. Telecopy, if a copy of the notice is also sent the same day by United States
Ceitified Mail, in which casé notice shall be deeined delivered one (1)
busiress day after transmittal by telecopier, provided that a transmission
report is automatlcaily generated by the telecopier reﬂectmg the accurate
transmiission of the notices to receiving Party at the "Fax Number" given
in the Escrow Attachment or to such other address as Developer or
Agency may respectively designate by written notice to the other.

15.  Syccessors. This Agreement shall-inure to the benefit of and shall be binding upon the
Parties to this Agreement and their respective heirs, successors, and assighs,

12
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16, DEFINITIONS.

16.1.

[6.2.

16.3,

16.4.

16.5,

16.6.

16.7.

16.8.

"Agency" is the Redevelopment Agency of the City of Sacramento. The Agency
is a public body, corporate and politic, exercising governmental functions and
powers, and organized and existing under the Community Redevelopment Law of
the State of California. The principal office of the Agency is located at 6301
Street, Sacramento, California 95814, Agency as used in this Agreement includes
the Redevelopment Agency of the City of Sacramento and any assignee of or
successor to its rights, powers, and responsibilities. The Sacramento Housing and
Redevelopment Agency is a joint powers agency which provides staffing for the
operation of the Agency. The Downtown Development Group, a division of the
City of Sacramento Economic Development Department, also provides staffing
for the Agency for the Merged Downtown Redevelopment Project Area.

"Agency Funding"” is the funding provided by the Agency under this Agreement
to Developer for the Project,

"Agreement” is this Agency Funding Agreement belween Agency and Developer,
including all documents incorporated in this Agreement by reference.

"CEQA" is the California Environmental Quality Act (commencing at Public
Resources Code Section 21000), together with all rules and regulations
promulgated under the statutes,

"City" is the City of Sacramento, a political subdivision of the State of California.

"Commencement of Construction”, as used in Exhibit B, shall mean
commencement of construction of permanent physical improvements pursuant to
a building permit and shall not include preliminary work, with or without a
permit, such as site preparation, demolition, grading or remediation or removal of
lazardous substances above or below ground.

"Community Redevelopment Law" is the law governing redevelopment in the
State of California and is found commencing at Health and Safety Code Section
33000.

"Developer” is Taylor/CIM Redevelopment Company, LLC, and any successor or
assign permitted under Section 12.2 or 12,3 of this Agreement, or any successor
or assign approved by the Agency with respect to a Project. Notwithstanding any
other provision of this Agreement, Developer may assign this Agreement to a
single purpose entity in which Developer or David S. Taylor has a substantial
interest and is the managing member, the general pariner or the controlling
shareholder; provided (i) that the entity form and organizational documents have
been approved by Agency Counsel, (ii) that the new entity has agreed in writing
to be bound by all the provisions ofthis Agreement and all agreements related to
this Agreement, and (iii) that the éntity has been approved in writing, in advance,

13
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by the City's Economic Development Director. The principal office of the
Developert is located 4t 1201.K Street, Suite 1840, Sacramento, CA 95814,

16.9. "Effective Date" is the date set forth in the introductory paragraph to this
Agreement.

16.10, "Excused Delay" shall mean a delay in the performance of any obligation under
this Agreement when such delay is due to unforeseeable causes beyond the
delayed Party's conftrol and without its fault or negligence. Unforesceable causes
shall include, but not be llmlted to, acts of God, acts of the publm enémy, acts of
the federal government, acis of the other Party, fires, floods, epidemics,
quarantme restrictions, stikes, freight embargoés, a general moratorium on
financing for projects of the same type, and unusually severe weather (as for
example, floods, tornadoes, of hurricanes) or delays of subcontractors due to such
causes. In the event of the oconrrence of any Excused Delay, the time or times for
performanoe of such obhganons ofthe Agency and Developer shall be extended
for the period of the Excused Delay.

16.11. "Future Agreement" is the future one or more Owner Participation Agreement(s)
and/or Dlsposmon énd Development Agreement(s) to be entered into by the
Agency and Developer setting out the terms and conditions for the Project to be
undertakéi and compléted on dny one or more of the Propérties, utilizing the
Agency Funding. Future Agreements shall govern all terms of the Projects to
which they apply and the terms of this Agreement {except for Agency Funding, as
applicable) shall not apply to future Projects.

16.12, "Requirements” shall mean those Requirements for Individual Project Review for
the proposal-and selection of Projects for Agency Fundmg, as set forth in Exhibit
C o this Agreement,

Street and 1. Street, between 3™ Street and 16" Street, in the City of Sacramento,

16.13. "JIKL Corridor" means the area gencrally frontmg along or bordering J Street, K

16.14. "Net Proceeds" shall mean funds disbursed to the Hotel Corporation from the sale
of the Hotel, and thereafter to the City from the sale of the Garage, aficr payments
ofall costs associated with defeasance and repayment of the Series A and Series
B Bonds, and payment of all costs of escrow as ‘provided in the funding
disbursement orclosing instructions of the parties undér the Hotel Purchase and
Sale Agreement and the Garage Purchase and Sale Agreemeit referenced in
Recital C of this Agreement.

16.15. "Parties" or "Party" shall mean, collectively or individually, as appropriate, the
Agency and/or the Developet.

16.16. "Plans" shall mean the plans, drawings and related document prepared by the
Developer for the Project.

14
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i6.17.

16.18.

16.19.

16.20.

16.21.

16.22.

16.23.

"Pledged Account” is the separate line item budget account which the Agency
will maintain for the Agency Funding, pledged for use as provided in this
Agreement. ‘

"Project" or "Projects” means, individually or collectively, as appropriate, the
future renovation and redevelopment of one or more commercial, residential, or
retail buildings within the Merged Downtown Redevelopment Project Area,
which may include, at the option of the Developer, any one or more of the
Projects listed in Exhibit A hereto. Any Project to be undertaken hereunder shall
be undertaken only in accordance with an approved Future Agreement. Project
may include any proposed Project, as the context may indicate.

"Property” or "Propettics” means, individually or collectively, as appropriate, the
real property sites owned or which may be acquired by the Developer within the
Redevelopment Project Area, which the Developer intends to renovate and
redevelop utilizing the Agency Funding., The Property includes all improvements
contained within such real property.

"Proposal” means each proposal to be prepared and submitted by the Developer
for the development of each Property, as provided for in Section 7 of this
Agreement, which Proposal meets the objectives of the Parties, and which is to be
considered and approved by the Agency as provided in Section 7 of this
Agreement.

"Redevelopment Plan” is the redevelopment plan for the Redevelopment Project
Arca (as it may be amended from time to time) as adopted by the City Council of
the City on June 17, 1986, by City Ordinance Nos. 86-064, 86-065, 86-066 and
86-067, Fourth Series. A copy of the Redevelopment Plan as initialty adopted
was recorded on July 29, 1986, in the Official Records of the County of
Sacramento, in Book 86-07-29, beginning at pages 1633, 1738, 1690 and 1787,
respectively.

"Redevelopment Project Area” is the Merged Downtown Redevelopment Project
Area, as defined in the Redevelopment Plan.

"Target Date", as used in Exhibit B, shall mean the date the Parties will exercise
reasonable best efforts to achieve under normal circumstances, recognizing that
the dates are just targets that the Parties may hot be able to achieve dite to the
circumstances and complexities of any particular Project, as further defined in
Section 4.

15
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THE PARTIES HAVE EXECUTED THIS AGREEMENT in Sacramento, California as of the date first
written above.

DEVELOPER : TAVLOR/CIM AGENCY: THE REDEVELOPMENT AGENCY
REDEVELOPMENT COMPANY, LLC, A OF THE CERY OF SACRAMENTO
CALIFQRNIA LIMIFED LIABILITY COMPANY @l@ J

y Z C WY

ohn/Dangberg, Ass t{ ity Manager
forR Kerridge, Cny Yanager/April 24, 2008

Its: AV EL)

Approved as to form:

Lot & Coﬂ/wﬁ*
WOPGI Counsel

‘Agcncy Counsel

I6
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EXHIBIT A

LIST OF POTENTIAL PRGJECTS

The Developer has identified the following Propeities as potential Projects for study and
development of Plans for redevelopment, subject to CEQA review and approval of Future
Agteemerits as herein provided. This list is not intended as all inclusive and the Developer may
propose other projects that meet the Agency priorities. The amount of Agency Funding for each
Project will be determined based on the financial analysis of the Project as approved by the
Agency.

I. A Property Location:  1012-1022 K Strect

Project during the planning process will consist of rehabilitation of existing or construction of
new buildings to provide space for Active Retail, with potentially office or residential uses on
top floors. Ground floor tenants must be approved by the Agency and are expected to include
restaurant, retail, and/or entertainment venues, It is too early in the process to fully define the
Project; the actual uses will be determined during the planning process, and the following
objectives will be considered::

= Retail tenants which are expected to bring activity to this block on evenings and
weekends. ‘

e Ground floor uses that are destination oriented, activate K Street, and further the goal of
creating an entertainment district on this portion of the K Street Mall.

e Uses in these buildings that create foot traffic and a vibrancy that supports the current
neighboring eritertainment uses such as the Crest Theater, Pyraimid Brewery, the IMAX
Theater, and the Cosmopolitan Cabaret,

2. Property Location:  920-930 K Street

Located on the southwest corner of 10™ and K Streets, the site may be redeveloped to
include transient and/or residential occupancy over some combination of ground floor restaurant,
entertainment, and retail uses. Actual components will be determined by the Developer and the
Agency during the planning process, and the following objectives will be considered:

e Restaurant, retail, and entertainment uses which are expected to be active and provide
energy to the corner of 10” and K Streets.

¢ Any hotel component would be of a quality and type that is affordable to and appeals to a
younger business person.

e Potential for penthouse residences or condos, if feasible and market demand exists.
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s Buildings of high quality architecture and urban design.

3. Property Location: 601 Capitol Mall

Potential Scope of Redevelopment: Principal improvements would include
approximately 410,000 gross 5q.1%. of residential and retail space (not including 110,000 gross
sq.ft. of parking); 175-270 for-sale residential units; approximately 260 parking stalls; and hot
less than 5,000 sq.fi. and up to approximately 11,700 sq.ft. of retail space on the ground level,

4. Property Location; 830 K Sfieet

Potential Scope of Redevelopment: Principal improvements would include
approximately 22,800 net sq.ft. of éither residential o office space (2™ and 3 levels), and
10,195 net sq.ft. of retail space (ground level).
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EXHIBIT B

Action

MILESTONE EVENTS SCHEDULE

Target Date

Ou_tsiél_e' Date for
Completion

Notes:

(a) All hecessary actions by the
Parties prerequisite to a
Milestone Event are assumed as
tequirements though not
specifically stated in every case.

(b) Following approval and
execution of a Project OPA, the
schedule of performance
governing the Project shall be
that schedule in the Project
OPA.

1. Developer shall
submit proposal to
Agency for first
project ("First
Project™) and submit
the information
required under Section

Not later than 150 days
from the Effective Date of
this Agreement,

Add 120 days.

3, including
demonstrated funding
gap.
2, Agency's Execulive Within ten days of As soon thereafter as reasonably
Director transmits Agency's receipt of feasible.

letter to Developer
indicating acceptance
of a full Proposal for

Developer's Proposal.

review..
3. Parties commence Within fifteen business As soon thereafter as reasonably
negotiation of project- | days of Developet's receipt | feasible,
specific QPA of Agency’s letter of
("Project OPA") for | acceptance.
First Project.
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~ Action

. TargetDate

 QOutside Date for

Completion

Retiirn to Agency for | Not later than 60 days after | Add 60 days.
approval of Project receipt by Agency of
OPA for First Project. | Developer's propasal, plus

such additional time as may

be required for completion

of environmental rci/iew

documents and preparation

of Agency staff reports and

scheduling of public

ineetings.
Subrmiit application for { Within the times sgt foith in | Same.
entitlements. the Project OPA.
Constriiction Within the time set forth in | Safne,
Commenges, the Project OPA:

Developer shall

submit proposal to
Agency for second
project ("Second
Project") and submit
the infofmation
required under Section
3, including
demonstrated funding
gap. '

Not later than 150 days
from commencement of
construction of First
Project.

| Add 120 days.

Agency's Executive
Director transrrijts
letter to Developer
indicating acceptance
of a full Proposal for
review for Second
Project.

Within ten days of
Agénoy's recéipt of
Developer's Proposal for
Second Project.

As soon theredfter as réasonably

feasible.

107446318 33087/0001




| Outside Date for

submit proposal to
Agency for each
subsequent praject
(each a "Subsequent
Project™) and submit
the information
required under Section
3, including
demonstrated funding
gap.

Project, not later than 150
days from commencement
of construction of last
approved Project.

Action - - Target Date '
9. Return to Agency for | Not later than 60 days after | Add 60 days.
approval of Project receipt by Developer of
OPA for Second Agency's acceplance of
Project. Developer's Proposal, plus
such additional time as may
be required for completion
of environmental réview
documents and preparation
of Agency staff reports and
scheduling of public
meetings.
10, Developer shall For each Subsequent Add 120 days.

Agency's Executive
Director transmits
letter to Developer
indicating acceptance
of'a full Proposal for
review for each
Subsequent Project.

Within ten days of
Agency's receipt of
Developer's Proposal for
¢ach Subsequent Project.

As soon thereafler as reasonably
feasible.
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Action

| 'O;it_side})_ate for

~ Target Date |
7 - Completion
12, Return to Agency for | For each Subsequent Add 60 days.

approval of Project
OPA for each
Subsequent Project.

Project, not later than 60
days after receipt by
Developer of Agency's
acceptance of Developet's
proposal; plus such
additional time as may be
required for completion of
environmental review

documents and preparation |
of Agency staff reports and

scheduling of public

meetings.
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Exhibit C
Project Selection Criteria

1. General Criteria for Approval of a Project for Negotiation of an OPA or DDA
Agency staff shall consider the following criteria for approval of a project for
commencement of negotiation of an owner paiticipation agreement or disposition and
development agreement for recommendation to the governing board.

a. Each proposal must do one or more of the following:

= Contribute to achieving the vision of adopted 5-year Redevelopment
Implementation Strategy;

*  Remove blight or contribute to the elimination of blight;

= Leverage significant private investment or investment of state or federal
funds;

= Spur additional private investment in the vicinity,

« Contribute-to City revenues,

v Creates significant new permanent jobs;

« Otherwise meet a redevelopment purpose;

= Be constructed with attention to quality design and materials.

b. In approving a proposed project for recommendation to the governing board,
staff shall consider the following priorities in ranking proposals, and staff may reject a
proposal for failing to reasonably meet any of the priorities:

1).  First Priority (in no particular order) will be Projects that:

= Focus on ground floor uses that are destination-oriented, supportive
of an entertainment district, and provide active uses of K Street; or

o Complete outstanding projects contemplated by the Exclusive Right
to Negotiate Agreement between the Agency and the developer of
the 10th & K Street project; or

e Further the redevelopment efforts on K Street; or
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2)

Include a quality hotel product along the “JKL Corridor”, as defined
in Section 16.13 of the Master Owner Participation Agreement and
Agency Funding Agreemerit (Master OPA), which hotel is
comparaple to____ ____orother similar hotel product; or
Have a residential component within the JKL Corridor; or

In the JKL Corridor, further the goals of the Implementation Plan for
the Redevelopment Plan.

Second Priority (in no particular order) will be Projects that may not
fall into the category of First Priority, but are Projects that:

Attract significant new private investment on- and off-site; or

Maximize the public return on public investment through increased
public uses ahd community amenities and inicrease taxes; or

Further the goals 6f the Implementation Plan for the
Redeveiopment Plan; or

Achieve multiple redevelopment-goals; or
Take advantage of an existing asset or investment, or
Appeal to a large group of users; or

Contribute signiﬂcan'tl_y to the aesthetic environment; or

2. Submission of Proposal for Negotiation of an OFA or DDA

a. The fO!{owing l'nformaﬁon musr he submitted prior to negoﬁaﬁon of an owner

e Development Team Identification and Experience. The following are not
reguired for principals of the development team, except for principals of the
development team other than the principals of Dévelgper tindef the Master OPA,

e Provide the name, addréss, and telephone numbers of the development team..

o Ideniify the name and type of legal éntity with Whom thé Agency would
contract (e.g., individual, corporation, parinership, joint veriture, other). If the
legal entity with which the Agency would contract is different than the parerit
corporation, please indicate the relationship and degree of confrol and whether
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the parent corporation will guarantee performance or provide some other such
guaranty.

e ldentify and describe any relationship the development team may have with
subsidiaries, joint ventures partners or others who are significant to the project
development.

e ldentify the principal person within the development team authorized to
negotiate on its behalf ("Key Negotiator"}, and the level of authority that the Key
Negotiator possesses.

e If a development team other than the principals of Developer under the
Master OPA will have primary financial responsibility for proposed project, copies
of any annual reports, financial rating reports, or other documents indicating the
financial condition of the development team must be provided. The Agency will, to
the extent of its ability under the law, endeavor to keep all financial data in strict
confidence and return it to the developer upon completion of the review process.

b. Development Proposal and Financing Plan

1) Development Proposal and Design

o Provide a description of the proposed project including identification of the
proposed mix of uses and how they meet the development objectives
outlined for the Project Site.

o The project design must comply with the Redevelopment Plan and meet
or exceed the City's adopted Design Guidelines. Any additional
assumptions made by the developer should be clearly stated in the
submitted reports.

o The project design should contain sufficient detail to show the scale, scope,
size, and mix of project elements. The following required drawings must be
at a scale and level of detail necessary to accurately and reliably estimate
the cost of project development and operation. The project design must
give verifiable detail on project materials and construction quality, which
may be satisfied by reference to other buildings and their components

a Include, at a minimum, the following design information in schematic form:
1. Site Plan: '
2. Elevations; and
3. Floor plan.
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2} Preliminary Financing Plan and Business Offer

The purpose of the preliminary financial plan is to demonstrate the feasibility of
project financing and the feasibility of the proposed project upon completion,
The financial plan must include:

o A proposed prefiminary financing plan, based on and including
developrment and operating pro forma budgets. The preliminary financing
plan should include the proposed terms of acquisition, if relevant, and the
plan to finance the development.

o All assumptions used in preparlng the financing plan. An adequate plan
will identify the amount and sources of equity, construction financing, and
permanent financing, and will include letters .of interest or commitment
from equity partners and lenders, if any. A tenant leasing plan including
proposed rents afd the type and quality of tenants should alsé be
included.

o Agency funding must be justlfaed as necessary gap financing or as the
cost of public ameénities included in the project.

3) Propased Developtrient Schedule

g Include a preliminary schedule for development of the proposed project
which addresses, at a minimium, preparatioh of plans, projected plan
approval dates, commencement of construction, construction milestones,
and completion of construction. It should provide for development in a
logical and expeditious manner.

c. Property Control

If the development team represents that it has legal contro! of the property {or a
substantial portion of the property) where the project-would be located, the
copies of the following must be provid_ed to the extent they exist for the project:

Property deeds;

Copies of executed and enforceable real property sales contracts;
Copies of executed and enforceable real property option agreements;
Evidence that propety has been purchased or is under contract to be
purchased at a price not substantially greater than market value; and
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v {f Development Team is a parthership, evidence that the Key Negotiator
has the legal authority to commit the subject property to the proposed
development project.

Submittal Review Process
Once a complete proposal has been submitted, the following process will apply:

o Within 10 days of determination that the submittal is complete, staff will consider
which of the following directions is appropriate:

1. Commence negotiations on the project; or

2. Reject proposal because the project does not meet established criteria, lack
of development team experience, lack of available funding or staff resources,
excessive subsidy request or determination that the project is not of sufficient
priority.

A letter indicating the staff's position will be sent to the Development Team. If
the determination is to reject the proposal, the letter will contain the reasons for
the rejection, and the Development Team will have a reasonable opportunity to
revise and resubmit the proposal to address the reasons for rejection.

Note: Project design and quality is a material reason for Agency's participationin a
project and significant changes in design and quality during the negotiation process,
irrespective of their nature, may be grounds for Agency staff to withdraw or condition its
recommendations concerning the project.
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