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May, 4 2005
Sacramento
Housing &
Redevelopment
Agency

City Council and Redevelopment Agency
of the City of Sacramento
Sacramento, California
Honorable Members in Session:
SUBJECT:

Rio Linda - Nogales Single Family Development

LOCATION & COUNCIL DISTRICT
3536 Rio Linda Boulevard
Del Paso Heights Redevelopment Area - District 2
RECOMMENDATION
Staff recommends adoption of the attached resolutions on pages 7-10, which authorizes
the Executive Director or her designee to:
•
•

execute a Disposition and Development Agreement (DDA) and related
documents with Thomas R, Armstrong Enterprises Inc. to transfer Agency-owned
property located at 3536 Rio Linda Boulevard; and
hold a public hearing to meet Health and Safety Code § 33433

CONTACT PERSONS
Darren Bobrowsky, Director, Development Services, 440-1310
Christine Groth Weichert, Program Manager, Development Services, 440-1353
FOR COUNCIL MEETING OF - May 17, 2005
SUMMARY
This report recommends that the Redevelopment Agency of the City of Sacramento
(Agency) enter into a DDA with Thomas R. Armstrong Enterprises Inc. to develop
eleven single family homes at the property located on the east side of Rio Linda
Boulevard between Nogales Street and South Avenue. The DDA is on file with the
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Agency Clerk located at 630 1 Street, 3`dFloor, Sacramento. The eleven homes will be
restricted for low income (five units) and moderate income (six units) households.
These are for-sale units only and will be initially marketed to the Del Paso Heights
community in an attempt to increase home ownership opportunities for existing
residents.
RAC ACTION
At its meeting on April 13, 2005, the Del Paso Heights Redevelopment Advisory
Committee adopted a motion recommending approval of the attached resolutions. The
votes were as follows:
AYES:

Anderson, Block, Domingo, Hollis, Kawamoto, Painter, Roberts

NOES:

None

ABSTAIN:

None

ABSENT:

Langston, McKnight, Thao

COMMISSION ACTION
At its meeting on May 4, 2005 the Sacramento Housing and Redevelopment
Commission adopted a motion recommending approval of the attached resolutions.
The votes were as follows:

AYES:

Burns, Burruss, Gale, Gore, Hoag, Piatkowski, Shah., Simon,
Stivers

NOES:

None

ABSENT:

Coriano, Harland

BACKGROUND
The two vacant parcels that compromise the 1,3 acre project were acquired by the
Agency using Del Paso Heights Tax Increment funds in 1973 and 1988. A location map
is located on page 11 as Attachment IA and site map on page 12 as Attachment 113.
Over the years, the Agency had various projects proposed for these parcels that failed
to materialize. In June of 2004, a Request for Proposals (RFP) for the development of
the site was released and in August of 2004, one response was received.
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Project Overview
The parcels are surrounded by single family homes on all four sides. The Project
entails the construction of eleven single-family, for-sale, ownership units. Each house
will be single story and approximately 1,500 square feet with four bedrooms and two
baths. The homes will feature a porch entry way, stucco, and a brick veneer. The
homes are designed to fit within the context of the neighborhood. Example site
elevations are located on page 16 as Attachment IV.
Eight of the homes will face onto Rio Linda Boulevard with vehicular access from an
alley that will be built between this project and the existing houses that face onto
Cypress Street. This alley will allow garages in the rear of the properties to create a
more appealing streetscape. The remaining three houses will face directly off of
Nogales Avenue. A site plan is located on page 17 as Attachment V.
The eleven homes will all be affordable to low and moderate income households, Five
of the homes will be marketed and sold to low-income households, or households
earning 80 percent of area median income and below. The remaining six homes will be
sold to moderate income households or households earning 120 percent area median
income and below. The developer has agreed to aggressively market the units to
families that currently reside within the Del Paso Heights community.
Developer
Thomas R. Armstrong Enterprises, Inc.. (Developer) works closely with its partner
Melnikov Construction. The Developer has successfully developed more then 70 single
family homesr The development team specializes in infill development, primarily in the
Sacramento's older neighborhoods.
Project Feasibility
The Project's cost, estimated to be $2.22 million, will be financed through a private
construction loan. A detailed breakdown of costs can be located on page 15 as
Attachment I11.
The Agency's contribution to the project is the land at no cost. Based on comparable
sales in the area, it is believed that once completed the market rate value of each home
would be $278,000. The low income unit sales prices will be regulated at $135,850 and
the moderate income units regulated at $258,000.
Taking into account the loss of $710,750 for the low income units and $120,000 for the
moderate units, the project has a total loss of $83[},750 due to affordability restrictions,
This loss is greater then the $435,200 value of the land. These restrictions make it
imperative to transfer the land at no cost.
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It is agreed that the Developer and Agency will split any cost savings above the
approved Agency budget, thereby providing the Agency with an opportunity to recover
some of the land acquisition.

DDA & Regulatory Requirements
The DDA provides for the disposition of two Agency-owned parcels at no cost to the
developer, During the term of the DDA, the agreement requires the developer to
construct and sell eleven single family homes to low and moderate income households.
In addition, the developer is required to build an alley in the rear of the project to provide
ingress and egress to the homes.
Homebuyers are eligible to use Agency or any other programs that may provide further
assistance for the purchase of these homes. The units will be restricted to low and
moderate income households by regulatory agreements for a term of 45 years. These
restrictions will allow the Agency to recapture its investment, along with a proportional
amount of resale proceeds, should any of the units be sold by current homeowners at
prices that are not affordable to low or moderate income households.
Public Hearing
This project is subject to Health and Safety Code § 33433 as a disposition of property
acquired with tax increment funds. This report provides justification for the Agency's
disposition of the property for less then fair market value In compliance with § 33433, a
report has been prepared and is located on pages 13-14 as Attachment II of this report.

FINANCIAL CONSIDERATIONS
These parcels were purchase using Del Paso Heights Increment funds. Based on
recent appraisals on comparable properties, the site is estimated to be valued at
approximately $435,200, Due to the restricted sales prices on the units in this
development, the zero cost property transfer is needed to maintain the project as 100
percent affordable. The project cost to the developer is $2.2 million, the Agency's land
investment has been determined to be $435,200, this amounts to a total project cost of
approximately $2.64 million. The Agency contribution of land accounts for,17percent of
these costs.

POLICY CONSIDERATIONS
The action recommended in this report is consistent with community development goals
listed in the Del Paso Heights Redevelopment Area 2005-2009 Implementation Plan,
This includes the goals promoting homeownership, blight removal by promoting infifl
development, and increasing private investment in the redevelopment area.
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This action is also consistent with the City's Strategic Plan goal to enhance and
preserve the neighborhoods as it promotes the maintenance and development of the
fullest range of housing choices within the City of Sacramento.
ENVIRONMENTAL REVIEW
The project is exempt from environmental review per CEQA Guidelines Section 15332
as an infill project because: (1) the site is not more than five acres and is substantially
surrounded by urban uses; (2) the project is consistent with the General Plan,
community plan and zoning; (3) the project can be served by all required utilities and
public services; and (4) based on an initial study (i) the site has no value as habitat for
threatened or endangered species, and (ii) the project would not result in any significant
impacts to traffic, noise, air quality, or water quality. The National Environmental Policy
Act does not apply.
MIWBE CONSIDERATIONS
Minority and Women's Business Enterprise requirements will be applied to all activities
to the extent required by the federal funding.
Respectfully submitted,

ANNE M. MOORE
Executive Director

Transmittal approved,

ROBERT P. THOMAS
City Manager
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RESOLUTION NO.
ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
ON DATE OF

APPROVAL OF DISPOSITION AND DEVELOPMENT AGREEMENT
WITH THOMAS R. ARMSTRONG ENTERPRISES, INC.
FOR DEVELOPMENT OF THE RIO LINDA - NOGALES SINGLE FAMILY HOME
DEVELOPMENT PROJECT AT 3536 RIO LINDA BOULEVARD
WHEREAS, the Redevelopment Agency of the City of Sacramento ("Agency") has
adopted the Del Paso Heights Redevelopment Plan (uRedevelopment Plan") and an
Implementation Plan for Del Paso Heights Project Area ("Project Area");
WHEREAS, Agency owns certain real property generally described as the Rio Linda Nogales Development Site at 3536 Rio Linda Boulevard (251-0152-026, -028) ('"Property')
in the Project Area, which was acquired with tax increment funds;
WHEREAS, Agency and Thomas R. Armstrong Enterprises, Inc. ("Developer") desire
to enter into Disposition and Development Agreement ("DDA") to convey the Property to
Developer for construction of eleven single family,homes to be sold to purchasers; as
more specifically described in the DDA, and which would require the improvements within
the Property, as further described in the DDA (collectively, "Project");
WHEREAS, a copy of the DDA is on file with the Agency Clerk;
WHEREAS, in accordance with the California Environmental Quality Act ("CEQA")
and its implementing regulations, the sale of the Property and the Project are exempt
under CEQA Guidelines Section 15332 as an infill project, in that (1) the site is not more
than five acres and is substantially surrounded by urban uses; (2) the project is consistent
with the General Plan, community plan and zoning; (3) the project can be served by all
required utilities and public services; and (4) based on an initial study (i) the site has no
value as habitat for threatened or endangered species, and (ii) the project would not result
in any significant impacts to traffic, noise, air quality, or water quality;
WHEREAS, a report under Health and Safety Code Section 33433 ("Section 33343
Report") has been prepared, filed with the Agency Clerk, and made available for public
review 33433; and

WHEREAS, proper notice of this action has been given and a public hearing has
been held in accordance with Health and Safety Code Sections 33431 and
FOR CITY CLERK USE ONLY
RESOLUTION NO,:
DATE ADOPTED:
(7)

NOW, THEREFORE, BE IT RESOLVED BY THE REDEVELOPMENT AGENCY
OF THE CITY OF SACRAMENTO:
Section 1. The Executive Director is directed to prepare a Notice of Exemption for
the sale of the Property for the Project based on the findings in the accompanying staff
report in accordance with CEQA Guidelines Section 15062.
Section 2. The sale of the Property and construction of the Project is consistent
with the goals and objectives of the Redevelopment Plan to promote homeownership and
new construction of housing on vacant lots, and is consistent with the Implementation
Plan. The Project will assist in the elimination of blight as stated in the 33433 Report. The
DDA shall be deemed an implementing document approved in furtherance of the
Redevelopment Plan and Implementation Plan for the Project Area, and all applicable land
use plan, studies, and strategies.
Section 3. The Report as required under Health and Safety Code Section 33433 is
hereby approved.
Section 4. The consideration for the Agency's conveyance of the Property to
Developer is Developer's obligations under the DDA, and the fair reuse value of the
Property at the use and with the covenants, conditions, restrictions required by the DDA
and the related Regulatory Agreement and Grant Deed, is nothing.
Section 5. The Disposition and Development Agreement is approved and the
Executive Director is authorized to execute the DDA, Grant Deed, Regulatory Agreement,
Escrow Instructions and related conveyance documents, and to perform other actions as
necessary to implement the terms of the DDA. In accordance with Health and Safety Code
Section 33334.14, the Regulatory Agreement containing covenants imposed by the DDA
may be subordinated to the lien or encumbrance of the Developer's lender.

CHAIR
ATTEST:

SECRETARY

FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED: (8)

RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF

APPROVAL OF THE AGENCY'S TRANSFER OF PROPERTY AT
3536 RIO LINDA BOULEVARD (251-0152-026, -028)
TO THOMAS R. ARMSTRONG ENTERPRISES, INC
FOR DEVELOPMENT OF ELEVEN SINGLE FAMILY HOMES
WHEREAS, the City of Sacramento approved by Ordinance the Del Paso Heights
Redevelopment Plan ("Redevelopment Plan") for the Del Paso Heights Project Area
("Project Area");
WHEREAS, the Redevelopment Agency of the City of Sacramento ("Agency")
owns certain real property generally described as 3536 Rio Linda Boulevard ("Property")
in the Project Area, which was acquired with tax increment funds targeted for low and
moderate income housing;
WHEREAS, Agency and 'Thomas R. Armstrong Enterprises, Inc, ("Developer")
desire to enter into Disposition and Development Agreement ("DDA") to convey the
Property to Developer for construction of eleven single family homes to be sold to
purchasers as more specifically described in the DDA ("Project ")

WHEREAS, a copy of the DDA is on file with the Agency Clerk;
WHEREAS, in accordance with the California Environmental Quality Act and its
implementing regulations, the Project is exempt under CEQA Guidelines for the reasons
set out in the Agency staff report that accompanies this resolution, and the Agency
Executive Director has been directed to prepare a Notice of Exemption for the sale of
the Property for the Project in accordance with CEQA Guidelines Section 15062;
WHEREAS, a report under Health and Safety Code Section 33433 ("Section 33433
Report") has been prepared, filed with the Agency Clerk, and made available for public
review; and
WHEREAS, proper notice of this action has been given and a public hearing has
been held in accordance with Health and Safety Code Sections 33431 and 33433.
Now, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
SACRAMENTO:

FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:
(9)

Section 1. The Agency's finding of exemption under CEQA is hereby approved
and certified.
Section 2. The Agency's sale of the Property for construction of the Project is
consistent with the goals and objectives of the Redevelopment Plan to promote
homeownership and new construction of housing on vacant lots, and is consistent with
the Implementation Plan adopted for the Redevelopment Plan. The sale of the Property
will assist in the elimination of blight as stated in the 33433 Report.
Section 3. The consideration for the Agency's conveyance of the Property to
Developer is not less than the fair reuse value of the Property at the use and with the
covenants, conditions, restrictions required by the DDA and the related Regulatory
Agreement and Grant Deed.
Section 4. The City Council hereby approves the Agency's sale of the Property to
the Developer for the Project pursuant to the terms of the DDA.

MAYOR
ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:
(10)
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33433 Report

Report Regarding the Disposition of Property Acquired Directly or Indirectly with
Tax Increment Funds (Health & Safety Code Section 33433)
!. Agreement
A copy of the Purchase and Sale or Lease Agreement ("Agreement") disposing of an
interest in Agency real property is attached to this Report.
I[. Summary of Terms of Disposition
AGENCY'S COST OF ACQUIRING THE LAND

Purchase Price including acquisition and demolition costs

$200,000

ESTIMATED VALUE OF INTEREST CONVEYED

Value of the property determined at its highest and best use under the
redevelopment plan

$435,200

ESTIMATED REUSE VALUE OF INTEREST CONVEYED

Value of property determined with consideration of the restrictions and
development costs imposed by the Agreement

$0

VALUE RECEIVED ON DISPOSITION

The purchase price or the total of the lease payments due to the
Agency under the Agreement

$0

Ill. Explanation of Disposition for Less than Full Value
Disposition of this property for less than full value is due to the following reasons:
♦ The proposed project consists of eleven single-family, for sale homes that will all
be regulated for low and moderate income families,
♦ Based on comparable sales in the area, it is believed that once completed the
market rate value of each home would be $278,000. The low income units sales
prices will be regulated at $135,850, The difference between the fair market value
and the regulated value is a loss of $142,150 per home. Based on the five low
income homes, this creates a total loss of $710,750.
♦ The sales prices for the moderate income units are regulated at $258,000. The
difference between these sales prices and the fair market sales price is $20,000
per tanit. The total difference based on the project having six moderate income
units is $120,000,
(13)
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♦ Taking into account the loss of $710,750 for the low income units and $120,000 for
the moderate units, the project has a total loss of $830,750 due to affordability
restrictions. This loss is $395,550 greater then the value of the land. These
restrictions make it imperative to transfer the land at no cost.
IV. Elimination of Blight
The Rio Linda - Nogales Single Family Development, as contained in the Agreement,
is essential to stimulate additional revitalization activity in Del Paso Heights. The
properties have been vacant for over two decades and is adjacent to single family
homes. As such, the properties, in their current condition, represent a major blighting
influence in the area. The Project described in the Agreement will result in elimination
of the following blighting influences:
n

Abundance of vacant lots and vacant buildings.

The Project will provide an opportunity for home-ownership within the Del Paso
Heights area, generate additional property tax revenue and attract new investment,
and transition some current residents from renters to owners in the area. The Project
is consistent with the adopted Del Paso Heights 2005-2008 Implementation Plan and
furthers redevelopment of the Project Areas. It meets the objectives of the
Implementation Plan by creating attractive new housing opportunities at various
affordability levels.
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Rio Linda - Nogales Single Family Home Development
3536 Rio Linda Boulevard
11

Address
Number of Units

Unit Mix and Proposed Sales Prices
4 BD 12BA SF HOME
4 BI] 12BA SF HOME
Total:

Number
5
6
11

Proposed Sales Price
$135.850
5258,000
$2.227.250

Square Footage

1.500

Single Family Home
Site Amenities

The project will include frontages on Rio Linda Boulevard and Nogales Avenue
The site ufill feature an alley which provides rear access t o the
housing units and parking

Sources and Uses of Funds
Per Unit

Construction Sources

2,214,613
2,214,613

Private Construction Loan $
Total Sources of Funds $

201,328
201,328

5

Per Unit

Uses

Site Acquisition
Construction
Predevelopment
OnsitelOffsite
Construction Financing
Performance Bond
Architectrual and Engineering
Construction Profit and Overhead
Sales and Closing Costs
Developer Overhead
t3eveloper Fee
Total Uses of Funds

Per Square Foot

..$.... _ . . _. .. _. . ... ....... ...._. . . . .
1,148411
S .....
......._..........._
1 50 071.. ....
S
248,746
. .
. , 5.....
.
S

$ ..
5
S
S
8_ ,.,.
S
$

. . . ...

..

.

.
.., , 104,401
136 43 .
.. 22,613

77,385
., _,.,._....
._... _. ...... ......... .

30 000
18,085
211,915
77, OOD
33 a.._...,
00 _
.........
220,000
2,214,613 S

.
....

Per Square Poor

^^
5
^'^_.. ...
S

7.035 , $_... .
.........._._.,

2,727
^.,^44
19,265
7 000
300""0' ,
...3
20,000
201,328

134.22
934.22

S
$

....

S
$ ...... ...
S
5
..,
' s^^
' ..
S
$

...........- ,.. . ,.^ _.....,._..,
69.60
._. ..__.....,_.
91...15.08,....
4 69
1..82
A^?
12.84
67.. ,
20
.._...._..._
13.33
134.22
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