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ECONOMIC DEVELOPMENT DEPARTMENT

CITY OF SACRAMENTO

May 13, 2002
Redevelopment Agency of the City of Sacramento
City Council of the City of Sacramento
Sacramento, California

SACRAMENTO KJEVE' 0?MUIT AGENCY
CITY OF SACRAMENTO

Honorable Members in Session:
SUBJECT: APPROVAL OF OWNER PARTICIPATION AGREEMENT AND ADOPTION
OF MITIGATION MONITORING PLAN FOR THE DEVELOPMENT OF THE
EAST END LOFTS PROJECT AT 1530 J STREET
LOCATION AND COUNCIL DISTRICT: SW corner of 16`h and J Streets, District I
RECOMMENDATION:
Staff recommends that the Redevelopment Agency of the City of Sacramento adopt the attached
resolution, which:
1. Authorizes the Deputy City Manager to execute an Owner Participation Agreement (OPA)
with Elliot Lofts, Inc. (Developer) for development of amixed-use project in the historic
Elliot Building at 1530 J Street; and
2. Authorizes the transfer of up to $3,211,594 from the 2002 Tax Allocation Bond proceeds to
purchase an operating covenant from the Developer; and
3. Adopts a Mitigation Monitoring Plan for the project and directs the Economic Development
Director to file a Notice of Determination pursuant to the California Environmental Quality
Act.
Staff recommends that the City Council adopt the attached resolution, which:
1. Authorizes the Deputy City Manager to execute the OPA on the Agency's behalf.
CONTACT PERSON: David L. Harzoff, Senior Project Manager, 264-8646
Wendy Saunders, Downtown Development Mgr., 264-8196
FOR COUNCIL MEETING OF: June 11, 2002

Building on Our History -Creating The Place to Be.

1
1030 Fifteenth Street, Second Floor, Sacramento,
Tel 916.264.7223,

CA 95814-4009

Fax 916.264.8161, www.cityofsacramento.org/econdev/

SUMMARY:
This report requests approval of the revised business terms and recommended OPA for the East
End Lofts mixed-use project and recommends adoption of the Mitigation Monitoring Plan. The
attached resolutions authorize the Deputy City Manager, acting on the Agency's behalf, to
execute the OPA that will provide up to a $3,211,594 subsidy for the project. In exchange for
the subsidy the Agency receives assurances of the uses in the project for 15 years through the
acquisition of an operating covenant recorded against the property.
BACKGROUND:
The Elliot Building is located on the southwest corner of 16th and J Streets across from the
Memorial Auditorium (see Attachment A). On May 29, 2001, the Redevelopment Agency of the
City of Sacramento ("Agency") approved in concept a set of business terms for redevelopment of'
the Elliott Building at 1530 J Street for residential, retail and office uses. The preliminary
business terms would have provided a $2,050,000 subsidy to the project. On May 14, 2002 the
Agency and City Council heard a presentation on a revised set of business terms and the
proposed development project and both adopted the mitigated Negative Declaration for the
Project. The revised set of business terms includes an increased project subsidy of up to
$3,211,594. The total project cost is now estimated to be $12.5 million, a 25% increase from
when the subsidy was originally negotiated. The developer and staff have agreed the Agency's
participation will increase by a maximum of $1,161,594 to address the increased costs beyond
the developer's- control and to preserve the project'.s financial-viability. As part of the
renegotiated terms, the developer is obligated to apply for a federal historic tax credit. If the
historic tax credit is obtained the developer will rebate half of the value of the credit, up to
$300,000, to the Agency to help offset the increased subsidy. The minimum amount of subsidy
(if the maximum historic tax credit is obtained and there are no historic mitigation costs for
removing the showroom wall) is $21million. The May 14, 2002 staff report is attached for
reference and Attachment B of that report summarizes the business terms.
The revised business terms would provide the funding of $3,211,594 with some funds retained in
the event certain project costs are not realized. The developers would use the Agency funding to
offset extraordinary costs for seismic stabilization, historic preservation, improvements
necessary to convert the unfinished concrete shell to higher uses, construction of a new
residential floor, and a parking solution necessary to attract desirable retailers. These
extraordinary costs created a financing gap that made the project financially infeasible without
the Agency's participation. In exchange for the Agency funding the developer is agreeing to
provide an operating covenant controlling the uses in the project. The Agency would gain
approval rights over ground floor retail tenants for ten years and the loft housing units and retail
uses would be maintained for 15 years.
On May 15, 2002 the Design Review and Preservation Board (DRPB) approved the Design
Review and Preservation Application for the project with conditions. One of the conditions that
requires preservation of the ornamental south wall of the historic showroom is the subject of an
appeal to the City Council by the developer. As of this writing the Planning Commission was
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scheduled for May 23, 2002 to grant a number of minor entitlements and variances necessary to
enable the project.
Project Description-The first floor of the project would be renovated for 10,500 net square feet
(nsf) of retail and is currently leased to two major restaurants: PF Chang's, an upscale national
chain Chinese restaurant; and Mikuni's Japanese Restaurant and Sushi Bar, a.local restaurant
chain. The second floor.would be converted to 10,500 nsf of office and is pre-leased to a law
firm and to the development company of one of the project partners, Mark Friedman. The third
floor, and a newly constructed fourth floor (10,700 and 7,500 nsf, respectively), would be
developed into 18 market-rate loft-style housing units. Project parking would be developed south
of the building on an existing lot (33 spaces), and in a small garage and surface lot (29 spaces)
-.which the developers have contracted to purchase on the same block to the west. The project
requires substantial seismic/structural, utility, mechanical, interior and roof top construction.
FINANCIAL CONSIDERATIONS:
If the Agency approves the OPA, funding for the project would come from the proceeds of the
pending 2002 Tax Allocation Bond. The ^subsidy upon which the business terms are based,
including a $3,211,594 covenant purchase and $104,652 sewer credit, are required to address the
significant gap between project construction costs and financial viability. The total project cost, is
estimated to be $12.5 million and the developers will be providing $3.1 million in equity. In
addition the developers are personally guaranteeing the $6.2 million construction loan which
puts their-personal assets at risk.- The Agency's covenant purchase price could be-reduced-to as
low as $2,814,000 under several scenarios related to historic preservation and with a successful
rehabilitation tax credit application as described in Attachment B of the attached May 14, 200Z
report. The increase in annual property and sales tax revenue from the project is estimated at
$145,000 above current property tax revenues.
POLICY CONSIDERATIONS:
The proposed.project furthers a number of strategies the Agency has identified in the Merged
Downtown Redevelopment, Plan, and the Five-Year Redevelopment Implementation Plan
adopted on February 29, 2000 including:
,
1) The development of housing and mixed-use projects as revitalization catalysts.
2) Encouraging the development of a mixed-use district with ground-floor destination retail and
entertainment uses to animate and energize the area.
3) Assisting developers with projects in the Convention Center and Theater District to create an
active district complementing existing performing arts and event facilities.
4) Supporting projects where market-rate housing may be developed which cannot be financed
through the affordable housing set aside programs.
5) Increasing downtown employment.
Midtown and 16th Street are targeted in the Economic Development Strategy Framework adopted
by the City Council on April 18, 2000 as Commercial Corridors for revitalization and areas to
apply the following strategies:
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a. Promote and facilitate the development of key development opportunities.
b. Use public funding to facilitate and leverage new private sector development.
The proposed project also furthers the goals of promoting economic vitality and enhancing
neighborhoods as called for in the City's Strategic Plan adopted by the City Council on February
26, 2002.
Preserving, rehabilitating and upgrading of the historic Elliot Building to adapt it for new uses
will further the purposes of the recently adopted Historic Preservation Ordinance.
Regional Sanitation Sewer Credits- The City's use of the sewer credit,program is intended to
help implement the adopted economic development strategy in identified commercial corridors,
foster redevelopment, support infill housing, create additional employment and for catalyst
projects such as restaurants. The Elliot Building mixed-use project meets all of those objectives.
ENVIRONMENTAL CONSIDERATIONS:
-The proposed project and OPA have been.analyzed in an`Initial Study as required under the
California Environmental Quality Act (CCR 15063). A mitigated Negative Declaration was
prepared and adopted by the Agency and adopted by the City Council at their May 14, 2002
meeting after considering the, project and after the required 30-day public review period. The
Mitigation Monitoring Plan for the mitigation measures included in the Negative Declaration,
and agreed to by the developers,- must be adopted this evening after the project itself is approved.
Copies of the Mitigation Monitoring (and Reporting) Plan are on file with the City Clerk and
Agency Clerk.
ESBD CONSIDERATIONS:
There are no ESBD considerations contemplated with the requested action.
Respectfully subnj^,

Approved:

endy S. au ers
D owntow D e lopment Manager

Andrew . Plescia
Economi Develo

ent Director

RECOMMENDATION APPROVED:

ROBERT P. THOMAS
City Manager
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ECONOMIC DEVELOPMENT DEPARTMENT

CITY OF SACRAMENTO

May 13, 2002

Date:
-

TO:

FROM:

Redevelopment Agency of the City of S
City Council of the City of Sacramento
Wendy Saunders, Downtown Development Manager
DaveHarzoff, Senior'ProjectManager, Downtown Development Group'
Modified Staff Report and Resolutions for East End Lofts Project
(Item 5.2, May 14, 2002 Agenda)

The attached staff report and resolutions are being- substituted for those, originally
'distributed in- the Couricil agenda packet. There are three changes reflected in the

modified documents:
1. The legal. entity which the Redevelopment Agency will be entering into an
OPA with has been changed to Elliot Lofts, Inc:
-2. The mitigation monitoring plan (MMP) for the project can not be adopted
until the after the project for which the MMP 1has been prepared has beerr
approved. Adoption of the MMP has beenreinoved as an action'..
Because of last-minute changes to the staff report and. resolutions changing the''
legal entity a substitute staff report was submitted. The substitute report
inadvertently led to. the item being listed on the agenda twice (Items 2.2 and`
5.2). The, report will be heard under Item-5.2, as an Agency and Council item
with resolutions. and actions for both to adopt. the mitigated Negative
Declaration.

^1039 Fifteenth

Street, Second Floor;

Tel916.264..72.23, Fax' 916.264.8161,.

Sa'cramentro;'CA 958d4-4009 .

www.cityofsacramento.brg/econdev/'.

ECONOMIC DEVELOPMENT DEPARTMENT

May 6, 2002

CITY OF SACRAMENTO

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

CONSIDERATION OF OWNER PARTICIPATION AGREEMENT AND ADOPTION
OF THE MITIGATED NEGATIVE DECLARATION FOR THE DEVELOPMENT OF
THE EAST END LOFTS PROJECT AT 1530' J STREET

LOCATION AND COUNCIL DISTRICT: SW corner of 16th and. J Streets, District 1"
RECOMMENDATION:
Staff recommends that the Redevelopment Agency of the City .of Sacramento:
1.

Consider the revised business. terms and recommended Owner Participation Agreement (OPA) with
Elliott Lofts, Inc. for development of a mixed-use project in the historic Elliot Building'at 1530 J Stree
(Approval will- be considered on a future agenda); and
Adopt the attached resolution adopting the mitigated Negative Declaration for the project.

Staff further recommends that the City of Sacramento:
Adopt the attached resolution adopting the mitigated Negative., Declaration for the pr.oject.
CONTACT PERSON . David L. Harzoff, Senior Project Manager, 264=8646
'Wendy. Saunders, Downtown Development Mgr., 264-8196
FOR COUNCIL MEETING OF: - May 14, 2002 .
SUMMARY:
This report-requests consideration of the revised business terms and recommended OPA for the East End
Lofts project and,recommends adoption of the mitigated Negative Declaration.
BACKGROUND:
In May 2001, the Redevelopment Agency of the City of Sacramento ("Agency") approved in concept a set of
business terms for redevelopment of the Elliott Building at 1530 J Street for residential, retail and office uses.
The business terms included a paynient of $2:05 milTion dollars upon completion of project construction. In
exchange, the Agency would receive assurances from the developer in the form of restrictive covenants and

'1030 FifteenthS,treet, Second Floor, S.acramen.to.,CA 95814-4009
Tel 91'6_26-4'.7223,. Fax 916.26`4,816.1, www,.cityofsacramento.org/econdev/,
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operating covenants controlling the uses in the project. The covenants allow the Agency to have approval
over ground floor retail tenants for ten years and preserve the loft housing units and retail uses for 15 years
(see Project Description below).The developers would use the Agency' payment to offset extraordinary costs
for property acquisition, seismic stabilization, historic preservation, improvements necessary to convert an
unfinished concrete shell to higher uses; construction of a new residential floor, and a parking solution
necessary to attract desirable retailers. The Elliot Building is located on the southwest corner of 16'h and J'
Streets across from-the Memorial Auditorium (see Attachment A). The project would be highly visible and
serve as a new landmark adaptive reuse project between Downtown and Midtown. Other recent proposals for
this warehouse-style building, including housing telecommunications equipment and a drug store, have been
.inconsistent with redevelopment objectives for the area.
.
,
._ .
Prior to considering the OPA for approval, the Agency must adopt the recommended mitigated Negative
Declaration and monitoring plan (MND), which is the action recommended by this report. The Agency must
consider the "Project," including the business terms, the OPA, and the physical project that would be
enabled, prior to determining that the MND is an adequate environmental document. Attachment B is a
summary ofthe-business terms and Attachment C shows the plans for the project. Attachment D is the
resolution adopting the MND, which is on file with the City Clerk. The draft OPA is also ,on file with the
City Clerk and the Agency Clerk. Subsequent to today's meeting, the project will be heard by the,Design
Review and Preservation Board (DRPB) and the Planning Commission (PC) for consideration of land use
entitlements. The OPA,will be submitted to the Agency for final action after the DRPB and PC hearings, ^.
provided-that no additional issues need to be addressed following those hearings.
Since approval of the conceptual business terms, a number of issues have arisen that dramatically expand-the
financing gap for the project. These _include the requirement that prevailing wages be paid for project
construction (pursuant to legislation enacted last fall), environmental mitigations to address historic
preservation and noise impacts, increased costs for fire protection measures, and additional seismic
...reinforcement costs. Prevailing wage requirements alone will add an estimated $900,000 to the financing
gap. In addition, the developer must replace windowpanes in the building to mitigate internal noise at an
estimated cost of $160,000, and may be required to cut out and'preserve an historic interior wall at an
estimated. cost of $130,000: The total project cost is now estimated to be $12.5 million or a 25% increase
from when the subsidy was, origirially -negotiated: The developer and staff have agreed the Agency's
participation will increase by a maximum ,of $1,150,000 to address the increased costs beyond the
developer's control and to improve the, project's financial viability. In addition, as part of the renegotiated'
terms the-developer is to apply for an historic tax credit and if successful will rebate half of the, value of the
credit, up to $300,000 to the Agency -to help offset the increased subsidy. The maximum amount of the
Agency subsidy (assuming no historic tax credit and that cutting and preserving-the historic interior wall is
required) is $3.2 million. The minimum amount of'subsidy (if an historic tax credit is 'obtained and there are^
,.
no historic mitigation costs for removing the showroom wall) is $2.8 million.
Agency financial assistance will be provided at the commencement of construction in the interest of
deferring construction loan costs, thus avoiding an additional financial burden to the project. In addition to
the cash subsidy, the project will receive sewer tax.credits valued at,approximately $105,000. The revised business terms, are summarized in Attachment B.
Project Description-The concrete reinforced building was constructed in 1-922 as a car dealership and
maintenance garage, a use that continued until recently. The first floor would be renovated for 10,500 net
square feet (nsf) of retail with the intention of attracting at least one and possibly two high profile destination
restaurants: - The developerstave made significant progress in negotiating leases for the restaurants. The
second floor would be converted-to 10,500 nsf.of office and is pre-leased to a law, firm and a development
company. The third floor, and a newly constructed- fourth floor (10,700 'and 7;500 nsf, respectively), would
be developed into 18 market-rate .loft-style,housing units.-Project parking"would be developed south of the
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building on an existing lot (33 spaces), and in a small garage and surface lot on the same block to the west
that the developers have contracted to purchase (29 spaces). The project requires substantial
seismic/structural, utility,. mechanical, interior and roof top construction.
It is important to note -that the development team includes principals of Walsh Construction, who have
extensive adaptive reuse and urban infill experience in the Northwest. Other members of the development
team, led by Mike Heller and Mark Friedrrian; are experienced Sacramento developers. :
FINANCIAL CONSIDERATIONS:
.
,.
_
.
If the Agency approves the OPA, funding for the project would come from existing Merged Downtown
Redevelopinent Project tax increment revenues: The subsidy upon which the business terms are based,
including-the $3,211,594 funding and-$104,652 in sewer credits,'ai-e required to`address the significant gap
between project construction costs and financial viability. The total project cost is estimated to be $12.5
million and the developers will be providing $3.1 million in equity: In addition the developers. are personally
guaranteeing the $6:2 million construction loan which puts their personal assets.at risk. The Agency's
funding could be reduced to as low as $2,814,000 under several scenarios related to historic preservation and .
with a successful rehabilitation tax credit application as described in Attachment B. The increase in annual
property and sales -tax revenue from the project is estimated at $145,000 above current property tax revenues:
POLICY CONSIDERATIONS: .
The proposed project furthers a number^of strategies .the.Agency has identified in the Merged Downtown
Redevelopment. Plan, and the Five-Year Redevelopment Implementation Plan adopted on February 29, 2000
mciudmg:

1) The development of housing and mixed-use projects as revitalization. catalysts. .
2) Encouraging the development-of a mixed-use district with ground floor destination retail and
entertainment uses to animate and energize the area. .,
3) Assisting developers with projects in the Convention Center and Theater District to create an active
district complimenting existing performing arts and event facilities.
4) Supporting projects where 'market rate housing may be developed which cannot be financed -through the
affordable, housing set aside programs.
5) . Increasing downtown employment.
Midtown and 16`h Street are targeted in the Economic Development Strategy Framework adopted by.the City
Council on April 18, 2000 as Commercial Corridors for revitalization and areas to apply the following
strategies:
- a.
b.

Promote. and facilitate the development of key development opportunities.
Use public funding to facilitate and leverage new private sector development.

The proposed project also furthers, the goals of promoting economic vitality. and enhancing neighborhoods as
called for in the City's Strategic Plan adopted by the City Council on February 26, 2002.
Regional Sanitation Sewer Credits- The City's use of the sewer credit program is 'intended to help -implement the .adopted economic development strategy, in identified commercial corridors, foster
redevelopment, support infill housing, create additional employment and for catalyst projects such as
restaurants. The Elliot Building mixed-use project meets all of those objectives.
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ENVIRONMENTAL CONSIDERATIONS:
The proposed project and OPA have been analyzed in an Initial Study as required under the California
Environmental Quality Act (CCR 15063). Several significant impacts were identified and appropriate
mitigation measures have been identified and incorporated into the mitigated Negative Declaration (MND),
which 'is on file with the City Clerk. Attachments D and E are resolutions adopting the MND. The
developers-have agreed to incorporate those mitigation measures into the Project per CCR 15070. The
significant impacts that were identified included: 1) impacts to historic resources related to modifications of.
the fagade of the building; 2) impacts to the historic showroom, particularly potential removal or
modification of-the ornamental, south wall; and 3) traffic noise impacts on occupants of the 2"d (office) and
P and 4`h (residential) floors of the building. Residential uses are considered sensitive noise receptors.andthe existing historic glass and metal frame window systems will transmit too, much noise to the interior.
Mitigations. for the facade impacts include (1) consultation with the Preservation Director and DRPB prior, to :
any modifications and documentation of existing architectural conditions through the protocols of a limited
Historic American Buildings Survey (HABS). If removal or substantial modification of the historic
showroom's'south wall is necessary (2) a HABS,survey shall be prepared and filed with the appropriate
For noise mitigation (3)
p
r of the showroom s
authorities and.,certain other identified features
the new residenti^l4h floor shall be constructed to stringent noise ri sulation standards and the window panes .
on the existing 3 floor shall be replaced with '/z inch insulating glass panes while preserving the historic
metal window frames. Although not considered significant under the City's noise standards the developers are opting to also replace the windowpanes; on the office (2°d) floor for architectural consistency and because
the new insulating glass panes will reduce'interior noise levels and also provide energy conservation benefits.
It is important to note that the DRPB reviewed the MND and several members were of the opinion that the:
mitigation measures for the removal or partial destruction of the south showroom wall were inadequate. No
alternative mitigation was recommended and City preservation staff and the historic resources consultant that'.
surveyed the building concluded that the HABS recordation mitigation is adequate to reduce the level of
impact below a level of significance, consistent with the CEQA Guidelines (CCR' 15064.5). The MND was
...circulated for,public review per CCR -15073 and all resulting comments (noted above) have been considered

per CCR 15074.
ESBD CONSIDERATIONS:
There :are no ESBD considerations contemplated with the requested action.
Respectfully submitte 11

WENDY . S4tNDERS
Downto

D velopnient Manager

RECOMMlENDATION APPROVED:.

ROBERT P. TH^ AS
/City Manager

. APPROVED:

AND

W J. P ESCIA

Econom Deve opment Director

Attachment A (East End Lofts))

Satellife..Pa^king Facility,

*SutiJect Properties

006-121-009
006-121=010=

ATTACHMENT B
Summary of Proposed Revised Business Terms and Restrictive CovenantsElliott Lofts, Inc:
May 6, 2002
The draft OPA contains the following business terms and is on file with the City Clerk and the Agency
Clerk. It will be brought forward for Agency final action after the project has been considered by the
DRPB and PC.
â

Upon commencement of construction of the shell for Floors. 1. and 2 and complete construction for
Floors 3 and 4, theAgencywould fund the project in an amount not to exceed $3,211,594. The. funds
would be drawn down by the Developer as required to complete the purchase of the building from
East End Lofts, LLC. and the historic rehabilitation^ of the building. The Developer would recordcovenants that would restrict the use of the building for 15 years as follows:
n

First-floor retail, tenants must, for 10 years,'be approved by the City of Sacramento Economic
Development Director to ensure uses that they contribute to" the redevelopment goals for the
Convention and Theater District (i.e., destination restaurants, or retail).
The Developers"must maintain the uses presented in the project description for 15, years,.- These'
. include ground floor retail/restaurant, office or other permitted uses on the second floor, and
'housing on the third and fourth floors.
The -Developers must provide parking to serve the residential units at one-space=per unit for 15
years.

The amount of Agency funding shall be reduced. if environmental impact mitigations are revised
in pursuit of the historic rehabilitation tax credit, including replacement of 2°d and 3`d floor
windowpanes.
n . The amount of. Agency funding shall 'be reduced if cutting out and preserving portions of the
historic ornamental south showroom wall is not required. .
.The Developers'shall rebate the lesser of $300,000 or 50% of the ^valiie'of any historic building rehabilitation tax credits awarded the project (calculated at 20% of qualifying rehabilitation
costs). This^ would be reduced by an amount equal to the cost of replacing the windows on the 2"a
.. and 3rd floor if that change is not made as a result of the process to qualify for the, tax credits.
â

The OPA terms are contingent upon, the close of escrow on the purchase of the satellite parking
property to the, west, or 'another Agency approved., parking solution. (The developers ' have the'
additional parking facility in escrow to purchase but a contingency provision would reduce, the ;
amount. of Agency funding by a corresponding amount if the developers do not purchase the property
or implement another acceptable parking solution.)

â

Any changes in the Development Team ownership structure by more than 15% of the. aggregate,
interest in' the project prior to the completion of construction must be approved by- the Economic
Development Director.

Under Separate Agreement:
â

The City would provide up to 76 sewer connection credits at the, cost of $923 per credit from the
Regional Sanitation Economic Development Capacity Bank representing a savings of up.to $104,652.

EAST `EN D LOFTS.:

A MIXED USE DEVELOPMENT
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APPROVED
JUN 1 1 2002
OFFICE OF THE
CITY CLERK

RESOLUTION NO. 2-cO2,
ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF

MERGED DOWNTOWN SACRAMENTO REDEVELOPMENT PROJECT AREA
EAST END LOFTS PROJECT

1530 J STREET
AUTHORIZATION TO EXECUTE OWNER PARTICIPATION AGREEMENT WITH ELLIOT LOFTS,
INC. ON BEHALF OF REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO

WHEREAS, the Amended Redevelopment Plan for the Merged Downtown Sacramento
Redevelopment Project Area was prepared by the Redevelopment Agency of the City of
Sacramento ("Agency") and approved and adopted on June 17, 1986, by Ordinance Nos. 86-063,
-064, -065, -066, and -067 of the City Council of the City of Sacramento (City) and subsequently
amended;
WHEREAS, the City's 'Downtown Development Group administers redevelopment within
the Merged Downtown Redevelopment Project Area on behalf of the Agency; and
WHEREAS the Agency authorized the City's Downtown Development Group, by action
of the Deputy City Manager to execute, on behalf of the Agency, the Owner Participation
Agreement (OPA) between the Redevelopment Agency and Elliot Lofts, Inc. (Developer), a
copy of which OPA is on file with the City Clerk and Agency Clerk; and.
Whereas, the Agency authorized the Deputy City Manager to execute, on behalf of the
Agency, all documents contemplated by the OPA, in a form approved by Agency Counsel, and
to take all other actions necessary to consummate the purchase of an operating covenant, as
described in the OPA.
NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF SACRAMENTO:
Section 1: The foregoing is true and correct.

FOR CITY CLERK USE ONLY

RESOLUTION NO.:
DATE ADOPTED:

2..3

Section 2: The'Deputy City Manager having responsibility for the Downtown
Development Group is authorized to execute the OPA between the Agency and Developer on'
behalf of the Agency, and said Deputy City Manager is further authorized to execute, on behalf'
of the Agency, all documents contemplated by the OPA, in a form as approved by Agency
Counsel, and to take all other actions necessary to consummate the purchase of an operating
.:._ ..
...
.
,, .
.
covenant.

ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:

JUN I I L00'^'

RESOLUTION NO. ,-*7-ao z - 02-.

SACRAMENTO REDEVELOPMENT AGENCY
CITY OF SACRAPA"ti^c0

ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO

ON DATE OF

MERGED DOWNTOWN REDEVELOPMENT PROJECT AREA
ELLIOT LOFTS, INC.
(1530 J STREET)
APPROVAL OF OWNER PARTICIPATION AGREEMENT

WHEREAS, the Amended Redevelopment Plan for the Merged Downtown Sacramento
Redevelopment Project Area was prepared by the Redevelopment Agency of the City of
Sacramento ("Agency") and approved and adopted on June` 17;1986; by Ordinance Nos.-86-063,
-064, -065, -066, and -067 of the City Council of the City of Sacramento and subsequently
amended;

a).
b)
c)
d)

'WHEREAS, the goals of the Redevelopment Plan for the Project Area are:
.
_
.. _
.
,_
_
To eliminate blighted and blighting conditions; and
To increase and develop economic activity in the area by attracting new business; assisting
existing.business and enhancing property values, and
To enable commercial uses and uses that will contribute to revitalization within the Project Area
which includes residential uses in the Central Business District.
To encourage and assist with the rehabilitation and conservation of privately owned property
and historic properties.

WHEREAS, the Agency adopted the Merged Downtown Five Year Strategic Plan and
Implementation Plan for the. Project Area on February 29, 2000 which identifies strategies- which
include:
a) Encouraging the development of a mixed use district with-ground floor destination retail and
entertainment uses to animate and energize the Downtown area: and
b) Developing corner sites and mixed use projects as key development catalysts; and
c) Assisting developers with projects. that contain complementary uses such as- cafes and
restaurants in the area conceptually known as the Convention and Theater District of which the
subject property is a.part; and .
d) Supporting market rate housing projects that cannot be financed through affordable housingprograms as overall catalysts to Downtown revitalization; and
e) Increasing downtown employment.
FORCITY CLERK USE ONLY

RESOLUTION NO.:
DATE ADOPTED:

WHEREAS, the City Council of the City of , Sacramento adopted the Economic
Development Strategy Framework on April 18, 2000 that identified strategies. to attract new
businesses and assist existing businesses in the 16t" Street and Midtown Business-Corridors;.and.
WHEREAS, Elliot Lofts, Inc. ("Developer"), has proposed. to redevelop the historic Elliot
Building at 1530 J Street for a mixed use project; and
WHEREAS, the Property is properly zoned and situated for commercial redevelopment and
the rehabilitation and• dedication to a new use of the building would provide the following benefits:
a) Redevelopment and adaptive reuse, ,seismic strengthening and substantial iriiprovement
of•a .
_
prominent historic. "40,.000 square foot commercial building, within the Redevelopment
Project Area into an approximately 49,000 square-foot mixed use project.
b)- Provide' desirable, attractive market rate housing witliiri walking distance of the Central
Business District, Theater District and Capitol Area.
c) Bring new businesses including restaurants and professional* offices into the Redevelopment .
ProjectArea.
d) Bring new business-and residents to the corner, of 16^h and, J streets, an intersection that is:-highly
e) Development, of catalyst commercial and residential uses to complement the performing arts and
event facilities in the Convention and Theater District and retail.`and. employment i
Central Business District and the Midtown, and 16th Street Commercial-Cc
f) The preservation and enhancement of a landmark historic structure.
NOW, THEREFORE, BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF`
THE CITY OF SACRAMENTO:
Section 1'. The-,above statements are true and correct.
Section 2 : • Tlie public purpose for use of Agency` funds is the adaptive 'reuse and
- redevelopment of 'an existing commercial building within the Nlerged Downtown Sacramento
Redevelopment Project Area with new offices, market rate -housing and :destination 'retail
,-businesses, including quality restaurant uses so that such area can experierice a revitali:
life.
Section 3: For the foregoing seasons; the Redevelopment Agency finds and determines that:
a) The public interest and necessity requires renewed commercial.development'and new residential
development and occupancy in the project area;
b) .,Such- commercial and residential development is planned and located in the manner that will be
most compatible with the greatest public good and the least private injury; and
c) Such development could.not occur without redevelopment assistance.

FOR CrrY CLERK USE ONLY
RFSOLU7ION NO.:
DATE ADOPTED:

Section 4: The Executive Director of the Agency is 'authorized to transfer $3;211;594 of
Merged Downtown Sacramento Development Assistance Project funds to the Elliot Lofts, Inc
Mixed Use Project through escrow for the purchase of an operating covenant obligating the
Developer, to maintain the project uses as specified in the OPA for fifteen years, with the
provision that alternate ground floor uses must be approved by the City's Economic
Developrnent•Director in the event of a previously approved "teiiant's'departure, for a period of
ten years:
Section 5: The City's Downtown Development Group, by action of the Deputy City
Manager is authorized to execute the Owner Participation Agreement. (OPA) between the
Redevelopment Agency and Developer on behalf of the Agency;' a- copy of which is on- file with.
the City Clerk and Agency Clerk which OPA provides for Agency funding up` to $3,211;59.4 for
the purchase of the operating covenant from the Merged Downtown -Sacramento Redevelopment
Project, on the terms" provided in the OPA. The Deputy City Manager is further authorized to
execute,, on behalf of the Agency, all documents contemplated by the OPA, and to"take all other
actio
Section 6.-- The Mitigation Monitoring Plan-.included-as arrattachrnent to the Initial Study.
& Mitigated Negative-Declaration; dated March 18, 2002, which was adopted by the Agency on "..
May 14, 2002, a copy of which is on file With the City'Clerkland
adopted

FOR CPIY cLERK USE ONLY' -`
' RESOLUTION NO.:
DATE ADOPTED:

OWNER PARTICIPATION AGREEMENT
Using Funds from Downtown Project Area Tax Increment
Redevelopment Agency of the City of Sacramento
Merged Downtown Sacramento Redevelopment Project Area
EAST END LOFTS PROJECT

1530 J Street, Sacramento, California 95814

0

Owner Participation Agreement

OWNER PARTICIPATION AGREEMENT
Downtown Project Area Tax Increment
Redevelopment Agency of the City of Sacramento
Merged Downtown Sacramento Redevelopment Project Area
East End Lofts Project
1530 J Street, Sacramento, California 95814

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO (also called Agency), and ELLIOTT LOFTS, INC., (also
[For
called Developer), enter into this Owner Participation Agreement, also called OPA, as of
purposes of this Agreement, the capitalized terms shall have the meanings assigned in Section 15.

RECITALS

A. . Developer has the enforceable right to acquire certain real property (the "Property") located at 1530 J Street,
Sacramento, California 95814, in the City of Sacramento, California, more particularly described in attached
Exhibit 2: Legal Description, which is incorporated into this OPA by this reference. The Property is located in the
Merged Downtown Sacramento Redevelopment Project Area and is subject to the Project Area's Redevelopment
Plan.
B. This OPA is made in accordance with the provisions of the Redevelopment Plan for participation by property
owners in.redevelopment of the Project Area (adopted in accordance with California Health & Safety CodeSection
33339). The Agency is participating in this OPA because this OPA is consistent with, and furthers, the
Redevelopment Plan. Specifically and without limitation, the Agency-has determined that the Project will eliminate
the following blighting influences: low property values and impaired investment; high vacancies and low lease rates;
deficient buildings and unreinforced masonry buildings; underutilized or obsolete properties. The Agency has also
determined that the Project will meet the following goals of the current "Implementation Plan" adopted for the
Project Area: development of a mixed use catalyst project, including market rate housing and ground floor retail and
restaurant uses; increase downtown office and retail employment; and provide assistance to a project that contributes
to the development of an active theater and entertainment district. The Project will complement other uses in the
Convention and Theater District.
C. In order to accomplish such Agency goals and purpose, this OPA provides that the Developer will redevelop the
Property in the manner and for the uses described in this OPA. Developer's obligation to redevelop the Property as
set forth herein may be carried out by Developer directly or by East End Lofts, LLC, pursuant to contract and/or
lease obligations between Developer and East End Lofts, LLC. Developer represents, and the Agency
acknowledges, that Developer's improvement and use of the Property as called for under this OPA may not be the
highest and best economic use of the Property, but will afford the Agency the opportunity to achieve important "
public policy objectives as described in Recital B, above. Developer-acknowledges that it is willing to improve and
use the Property as set forth herein in support of such public purposes and in consideration for the promises of the
Agency as set forth below. Therefore, Developer desires to develop the Property, and Agency desires to assist
development of the Property, on the terms and conditions in this OPA.

AGREEMENT

NOW THEREFORE, in consideration of the following mutual covenants, obligations and agreements and for other
good and valuable consideration, the receipt and adequacy of which are acknowledged, the parties agree as follows:
AGENCY FUNDING. Developer agrees to exercise its right to acquire the Property and to carry out the historic
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preservation improvements in a manner and pursuant to a schedule as described in this OPA. Developer further
agrees (a) to restrict the use of the Property to the uses set forth in the Redevelopment Plan and as further
specified herein, (b) to devote the first floor of the Property to retail and restaurant uses as approved by the City
for at least ten (10) years, and (c) to devote the.third and fourth floors of the Property to residential uses for at
least fifteen (15) years. Developer shall (a) execute and record, in form acceptable to Agency's General
Counsel, enforceable restrictive covenants and an Operating Covenant to the benefit of the Agency binding
Developer, its successors, heirs and assigns to such uses, operations, restrictions and limitations, as further
described in Section 5 of this.OPA, and (b) furnish to the Agency, in the form of a UCC- 1 filing or-in other
form reasonably acceptable to Agency's General Counsel, an enforceable security interest.in One Hundred
Percent (100%) of the ,ownership shares of Developer'and East End Lofts, LLC: Such security interest shall be
evidenced by Developer's execution and delivery of a security or pledge agreement in form reasonably
acceptable to Agency's General Counsel; certificates representing all,of the shares of Developer, in bearer form
or endorsed in`favor of Agency, such that Agency can exercise full ownership interest in Developer in the event
of a Developer default under this OPA; and certificates representing all of the membership interests of East End
Lofts, LLC, in bearer form or.endorsed in favor of Agency, such that Agency can exercise full ownership
interest in East End Lofts, LLC, in the event of a Developer default under this OPA; together with a letter from
Developer's counsel advising Agency on the method or methods of perfecting Agency's security interest in said
Developer shares and LLC membership interests, and exercising Agency's ownership interests therein, in the
event of a Developer default under this OPA. In order to facilitate such improvements by. Developer, and in
order to induce Developer to restrict the use of the Property as set forth herein, Agency agrees to provide initial
funding for (a) the Developer's acquisition and redevelopment of a satellite parking facility for the Project and
reimbursement to Agency for purchased environmental review services, collectively in the amount of Six
Hundred ThousandDollars ($600,000), (b) reimbursement to the Developer and East End Lofts, LLC, of
predevelopment expenses in the a-mount of Seven Hundred Thousand Dollars ($700,000), and (c) initial funding
for acquisition of the Property and/or construction of the Project in the amount of One Million, Six Hundred
Forty-Six Thousand, Nine Hundred and Thirty-Two Dollars ($1,646,932) (together a -total of $2,946,932, the
"Initial Agency Funding"). In addition to the Initial Agency Funding, the Agency agrees to fund the
Developer's actual cost of replacing window glass on the second and third floors of the Building in an amount
not to exceed One Hundred Sixty-Seven Thousand, One Hundred Sixty-Two Dollars ($167,162). In the eventthat the south wall and staircase in the main showroom of the Building are removed during construction of the
improvements contemplated herein or during the lease term of the initial ground floor restaurant tenant to
accommodate the requirements of such ground floor restaurant tenant and Developer is required to physically
preserve historic features of the wall, the Agency agrees to fund a portion of the removal and preservation costs
in the amount of Ninety-Seven Thousand, Five Hundred Dollars ($97,500). The Initial Agency Funding,
together with funding for window glass replacement and contingent funding for removal of the south wall and
staircase are collectively termed the "Agency Funding." The Agency Funding shall not exceed Three Million
Two Hundred Eleven Thousand, Five Hundred Ninety-Four Dollars ($3,211,594) and shall be disbursed in
accordance with the schedule in Exhibit 6: Agency Funding Disbursement Schedule.
2.

PROJECT DESCRIPTION. The Project being assisted with the Agency Funding is the following: the
rehabilitation and seismic stabilization. of the Property and the conversion of the Property into a mixed-use,
urban project while maintaining the historic facade and historic elements of the building. The Project includes
approximately eighteen (18) market rate, loft-style residential units on the building's existing third floor and a
new fourth floor. Approximately 11,400 net square feet of professional office space shall be created on the
second floor. Approximately 10,200 net square feet of retail space shall be created on the ground floor for a•
destination restaurant and other retail uses. Approximately 9600 square feet would be allocated for surface
parkiiig south of the. building, and additional parking would be provided at 1015 15th Street or in an alternate
parking solution acceptable to the City of Sacramento Economic Development Director on behalf of the
Agency, as necessary for the Project.

3.

PREPARATION AND APPkOVAL OF PLANS AND RELATED DOCUMENTS. This OPA is a financing document of
the Agency and not a land use or planning document. Approval of the Project under this OPA by the Agency is
,not and shall not be considered an approval of land use. entitlements or structural design of the Project, or the
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aesthetic design of the Project except as an approval by the Agency of the Project design concept as presented
in this OPA. Developer shall comply with'all applicable land use, planning and design laws, rules and
regulations of each governmental agency acting in proper exercise of their respective jurisdictions, including
without limitation, departments, staff, boards and commissions of the City. The Agency shall have the right, but
not the obligation, to review Plans to assure their conformity with the provisions of this OPA and approvals
given under this OPA. Based upon such review the Agency shall have the right to approve or 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
specifications. Agency's approval-.of Plans is not an assurance of their adequacy or correctness. Agency has,
reserved approval rights solely (a) 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 Agency funds which may be obligated
under this OPA are used as intended by the Agency.
3.1. CONCURRENT REVIEW. Agency agrees that its review of the Final Plans shall occur prior to or
concurrently with City's review of such Plans, so as not to delay the commencement and progress of
Project development. Agency agrees that its review of the Final Plans is strictly limited to making a.
determination that the Final Plans conform to the architectural designs (but not the detailed schematics, if.
any) presented in the Plans, the Scope of Development, the uses permitted on the Property and the
Redevelopment Plan.
3.2. PRELIMINARY PLANS. Developer has provided Agency with Preliminary Plans, and the Agency has
approved the Preliminary Plans concurrently with this OPA.. The Agency has been induced to undertake
its obligations under this OPA by Developer's promise to develop the Project in accordance with the Plans,'
the Scope of Development and the provisions of this OPA:
3.3.- PREPARATION OF FINAL PLANS-AND.RELATED DOCUMENTS. Developer shall prepare the Final Plans that
shall include all construction plans, drawings, specifications and other documents necessary to obtain all
required building permits for the construction of the Project. Developer shall submit the.Final Plans to the.
Agency for Agency's review. The Final Plans shall conform in all material respects to the Preliminary
Plans and the Scope of Development. To the extent that the Preliminary Plans and Scope of Development
have insufficient detail or are unclear,.the Preliminary Plans shall be deemed to provide that the Project
_
shall contain high-quality materials, and shall conform to all applicable zoning, design and usage
guidelines. The Final Plans shall be considered to include all changes or corrections approved as provided
in this OPA. The Final Plans shall incorporate all related mitigation measures required for compliance
with CEQA approvals, as stated in the Mitigation Monitoring Plan approved for the Project. Developer
agrees that it will comply with the requirements of the City's Design Review and Preservation Board to.
the extent of its jurisdiction.

3.4. DELIVERY. Developer shall deliver the Final Plans or changes to the Final Plans for Agency review as
soon as available. Said delivery shall be made to the office of the City of Sacramento Economic
Development Department, Downtown Development Group, which is staff to the Agency for the Project
Area and shall have clearly marked on its exterior "URGENT: EAST END LOFTS PROJECT PLAN
REVIEW",or the equivalent.
3.4.1. DEEMED APPROVAL. The Final Plans or changes to the Final Plans shall be deemed approved
unless disapproved in whole or in part, in writing, within fifteen (15) days after their proper delivery
to Agency.
3.4.2. AGENCY DISAPPROVAL. If Agency disapproves, in whole or in part, the Final Plans or any change
.to the. Final Plans; Agency shall state, specifically and in writing at the time of disapproval, the
reasons for di§approval and the changes that the Agency-requests to be made. Agency's reasons for
disapproval and such Agency-requested changes shall be consistent with the Preliminary Plans,.the
Approved Final Plans, the Scope of Development and with any items previously approved under this
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Section 3. If the Agency rejects the proposed Final Plans, Developer shall obtain no rights to
develop the Property under this OPA and Agency shall have no obligations regarding the Project
until such time as Developer has modified the proposed Final Plans and received the Agency's
approval of the Final Plans as modified.
3.5. GOVERNMENTAL CHANGES. If any government official,-. agency, department or bureau in exercise of its
proper jurisdiction shall require any revisions or corrections of the Final Plans, the Developer shall inform
the Agency. If Agency and Developer concur in writing with the required change, Developer shall
incorporate the change and it shall be deemed approved by Agency. If Agency or Developer reasonably
disagrees with the required change, they shall reasonably cooperate with the agency requiring the change
in efforts to develop a mutually acceptable alternative.
3.6. APPROVAL OF SUBSTANTIAL CHANGES TO FINAL PLANS. If the Developer desires to make any
substantial changes in the Final Plans as approved by the Agency, the Developer shall submit such
proposed changes, in writing, to the Agency for its approval. The Final Plans shall be construed to include
any changes approved in the same manner as for approval of the.original Final Plans. The Agency shall
approve or disapprove the proposed change as soon as-practicable. Nothing in this Section shall be
construed to relieve Developer of its obligations under all applicable laws regarding such changes.

3.6.1. SUBSTANTIAL CHANGE. A substantial change in the Final Plans shall include, without limitation,
the followiing changes, excluding those items generally considered to be tenant improvements. For
purposes of this Section 3.6, a "material change" is a change that is material to the Agency in
accomplishing its purposes under this OPA.
' 3.6.1.1.

Material changes in the layout, elevation design, or square footage.

3.6.1.2.

Material changes in use of exterior finishing materials substantially affecting architectural
appearance or functional use or operation.

3.6.1.3.

Material changes in site development items for the Property that are specified in the Final"
Plans.

3.6.1.4.

' Any changes requiring discretionary approval of any city, county or state board, body,
commission or officer, or any change required by any city, county or state board, body,
commission or officer.

3.6.1.5.

Any change that would preclude or materially reduce the ability to use the Project as
intended by this OPA.

3.6.2. MISREPRESENTATION. If the Agency's approval of the Final Plans is reasonably based upon a
material misrepresentation to Agency by Developer or by anyone on Developer's behalf, the Agency
may, within a reasonable time after discovery of the misrepresentation, take any action permitted by.
law with regard to any such misrepresentation, notwithstanding Agency's prior approval, including
without limitation, rescission of the approval or such other equitable remedies as may then be
appropriate to such rescission:
4.

DEVELOPMENT PROVISIONS. As stated in detail in this Section 4, Developer shall construct and manage the
Project according to the requirements established in this OPA, which includes, without limitation, the Scope of
Development, the Schedule of Performances and the Plans: Developer shall promptly begin, diligently
prosecute and timely complete the construction of the Project. In interpreting the provisions of this OPA, the
provisions that specifically enforce the Redevelopment Plan and the applicable provisions of the California
Community Redevelopment Law [commencing at Health and Safety Code Section 33000] shall control.
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4.1. CONSTRUCTION CONTRACTS. Developer shall submit to Agency the Construction Contract for the
Project. Agency's review of the construction contract shall be only for determining its compliance with this
OPA. If the cost of construction of the Project or any part of the Project exceeds the costs projected by
Developer, Developer shall, nevertheless, bear the responsibility to complete, at Developer's cost,'the
construction of the Project in accordance with this OPA.
4.2. GOVERNMENTAL REVIEW PROCESS. Notwithstanding any other provision of this OPA, Developer is
subject to all building,-planning, design and other plan review requirements that are otherwise applicable
to the Project, including without limitation those of the City of Sacramento. To assure proper review by
the City, Developer shall, as applicable, take designs before the Design Review/Preservation Board or its
appropriate subcommittee for comment as soon as practicable. Conditions to the Project imposed by the
City shall be considered obligations of the Developer under this OPA. If a dispute with City staff arises
regarding such City conditions, Developer shall accept the decision of the City's Planning Commission for
land use entitlements and the City's Design Review and Preservation Board for architectural design and
historic preservation issues, interpreting, imposing and enforcing such City conditions, subject to any
applicable appeals process of the Planning Commission or Design Review and Preservation Board as
appropriate. In the event Developer reasonably determines City conditions of approval to be infeasible or
economically impracticable, Developer shall have the right to terminate this OPA. The Agency's sole
remedy for a Developer termination on such basis shall be to require Developer to repay any amounts of
Agency Funding which have been advanced by Agency.
4.3. PAYMENT AND PERFORMANCE BONDS. As a condition precedent to beginning construction of the Project,
'the Developer shall provide to the Agency a performance bond and a labor and material payment bond
obtained by Developer or its Contractor in favor of the Developer and Agency as named dual obligees, in
form and amount as approved by the Agency and securing, respectively, completion of the work and
payment of all labor and material suppliers and subcontractors for the work as stated in the construction
contract for the Project. The bonds shall be.written with a surety listed as acceptable to the federal
government on its most recent list of sureties. Developer.shall assure compliance with all requirements of
the surety. Developer shall permit no changes in the work to be performed by the Contractor and shall
make- no. advance payments to the Contractor without prior written notice to the surety and the Agency, if
such change or payment could release the surety of its obligations under the bonds. The bonding
requirement set forth in this Section 4.3 shall not apply in the event the Contractor, or persons owning.a
controlling interest in the Contractor, shall have a substantial equity position in the Developer.

4.4. SUBSTANTIAL CHANGES. Developer covenants and agrees that Developer shall not make or permit to be
made any construction of the Project which incorporates a substantial change in the Final Plans, as
described in Section 3.6, without Agency approvat of such changes as provided, in Section 3.6.
4.5. LOCAL, STATE AND FEDERAL LAWS. The Developer shall assure that the construction of the Project is
carried out in conformity with all applicable laws and regulations, including all applicable federal and state
labor standards and prevailing wage requirements. Before commencement of construction or development
of any buildings, structures or other work of improvement upon the Property, Developer shall at its own
expense secure any and all certifications and permits which may be required by any governmental agency
having jurisdiction over such construction, development or work. Developer shall permit only persons or
entities which are duly licensed in the State of California, County of Sacramento and City of Sacramento,
as applicable, to perform work on or for the Project.
4.6. PUBLIC SAFETY PROTECTIONS. Developer shall assure that all necessary steps are taken (including the
erection of fences, barricades and warning devices) to protect private contractors and their employees and
the public from the risk of injury arising out of the condition of the Property or Developer's activities in
connection with.the`Property, including without limitation, fire, or the failure, collapse or deterioration of
any improvements or buildings.
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4.7. NONDISCRIMINATION IN CONTRACTING AND EMPLOYMENT. Developer for itself, the Contractor and
their respective successors and assigns, agrees that the following provisions shall apply to, and be
contained in all contracts and sub-contracts for the construction of the Project.

4.7.1. EMPLOYMENT. Developer shall not discriminate against any employee or applicant for employment
because of race, color, religion, sex, marital status, creed, ancestry or national origin. The Developer
will take affirmative action to ensure that applicants are employed, and that employees are treated
during employment, without regard to their race, color, creed, religion, sex, marital status, ancestry
or national origin. Such action shall include, but shall not be limited to, the following': employment,
upgrading, demotion or transfer; recruitment or recruitment advertising; layoff or termination; rates
of pay or other forms of compensation; and selection for training, including apprenticeship.
Developer agrees to post in conspicuous places, available to employees and applicants for
employment, notices to be provided by the Agency setting forth the provisions of this
nondiscrimination clause.
4.7.2. ADVERTISING. Developer will, in all solicitations or advertisements .for employees placed by or on
'behalf of the Developer, state that all qualified applicants will receive consideration for employment
without regard to race, color, creed, religion, sex, marital status, ancestry or national origin.
4.7.3. AGENCY CONSTRUCTION. For the purpose of monitoring the anti-discrimination and all:applicable
labor provisions, Developer and Developer's Contractor and subcontractors shall comply with the
Agency's applicable policies and procedures, which Agency has made available to Developer.
4.8. PUBLIC IMPROVEMENTS. Developer shall, at Developer's expense as a Project cost, undertake and
complete any modification, construction, relocation or improvement of public facilities, improvements and
utilities required in, accordance with City approvals for the development of the Property..
4.9. AGENCY ACCESS TO THE PROPERTY. Developer shall permit Agency representatives access, without
charge, to the entire Property at any time and for any purpose which Agency reasonably considers
necessary to carry out its obligations and protect its interests under the OPA. Purposes for Agency entry
may include, without limitation, inspection of all work being performed in connection with the
construction of the Project.

4.10.

. PROJECT SIGN. If Developer places a sign on the Property during construction stating the names of
the Project participants, it shall also name "The Redevelopment Agency of the City of Sacramento" as a
participant in the Project. The Agency name on the sign shall be in letters not less than size of letters used
to name any of the other participants.

4.11.

CERTIFICATE OF COMPLETION. After the Agency has determined that Developer has completed the
construction of the Project or caused completion of the Project in accordance with the Final Plans and
Developer's obligations under this OPA, the Agency will furnish the Developer with a "Certificate of
Completion" certifying such completion. Such certification shall be a conclusive determination of
satisfaction and termination of the agreements and covenants in the OPA with respect to the obligations of
the Developer to construct the Project as of the Completion Date, subject to any qualifications or
limitations stated in such certification. Agency shall prepare and execute the Certificate of Completion in a
form suitable for. recording in the Official Records of Sacramento County.

4.11.1. Such certification and such determination shall not constitute evidence of compliance with any
governmental requirements regarding the Project other than those of the Agency or satisfaction of
any obligation of the Developer to any holder of a mortgage, or any insurer of a mortgage, securing
money loaned'to finance all or any part of the Project. Such certification and such determination shall
not constitute evidence of compliance with or satisfaction of any provision of this OPA that is not
related to construction of the Project.
7

Owner Participation Agreement

4.11.2. If the Agency fails to provide a Certificate of Completion within fifteen (15) days after written
request by Developer, the Agency shall, within an additional (15) days after a second written request
by the Developer, provide the Developer with a written statement, indicating in adequate detail in
what respects the Developer has failed to complete the Project in accordance with the provisions of
the OPA; or is otherwise in default, and what measure or acts it will be necessary, in the opinion of
the Agency, for the Developer to take or perform in order to obtain such certification.
4.12.

CONSTRUCTION PERIOD. Developer shall complete the construction of the Project on or before the
540th day after the Effective Date (the "Completion Date"). The Completion Date may be extended by
the Developer on a monthly'basis, up to a maximum of six (6) months beyond the initial Completion Date
set forth above, provided that on the first day of each month following the Completion Date, the
Developer shall notify the Agency, in the manner specified for notices in Section 13, of the new expected
date for completion of construction of the Project. Such monthly extensions shall not be permitted to
extend the Construction Period beyond six (6) months after the initial Completion Date, at which time
Developer, shall be deemed in material default of this OPA.

4.13.

REPORTS. During the. period of construction, the Developer shall submit to the Agency a written report
of the progress of the work as and when reasonably requested by the Agency, but not more often than once
each month.

4.14.

ECONOMICALLY DISADVANTAGED ENTERPRISES REQUIREMENTS. In all services solicitation
(whether direct or by bid, Request for Proposal or Request for Qualification), Developer shall take all

^

reasonable steps to encourage the participation of economically disadvantaged enterprises. Developer
represents that Developer has met with Agency's staff to establish and coordinate Developer's M/WBE
efforts under this OPA.
4.15.

NOTIFICATION OF CONTRACTORS, ARCHITECTS AND ENGINEERS. Developer shall assure that the
respective parties through the Project Documents have the responsibility of notifying the contractors,
architects and engineers.for the Project of the requirements of this OPA. Developer shall include, where
applicable, the provisions of this OPA in construction contracts and subcontracts for the Project, and
Developer shall undertake the enforcement of such provisions.

4.16.

PROPERTY CONDITION. Except as provided in this OPA,'if the condition of the Property is not in all
respects entirely suitable for the use or uses to which the Property will be put, it is the sole responsibility
and obligation of the Developer to take such reasonable actions as may be necessary to place the condition
of the Property in a condition which is entirely suitable for its development in accordance with the
construction plans and drawings approved by Agency.

4.17.

- ZONING OF THE PROPERTY. Agency exercises no authority with regard to zoning of the Property.
Developer'shall assure that zoning of the Property at the time of development shall be such as to permit
the development and construction, use, operation and maintenance of the Project in accordance with the
provisions of this OPA.

4.18.

5.

No WORK PRIOR TO CLOSE OF ESCROW. Prior to Close of Escrow, Developer shall not commence
any work or take any action that might be construed as commencement of the work of the Project for
establishment of mechanic's lien rights.

RECORDATION OF OPERATING COVENANT. Prior to commencement of construction of the improvements on
the Property, and as a condition of Agency Funding for the Project, as described in Section 1 above, the
Developer and East End Lofts, LLC will jointly execute and record against the Property an operating covenant,
secured by a Regulatory Agreement. The covenant shall include the following terms, in addition to such
provisions as may be required by law:
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5.1. Developer will obtain or cause East End Lofts, LLC to obtain ground-floor retail tenants that meet the
reasonable approval of the City of Sacramento Economic Development Director. Agency's intent in
obtaining the covenant is to assure that the Project contains on the ground floor an upscale, destination
restaurant, or such other uses that the Agency reasonably considers to have similar redevelopment and
economic benefits for theProject Area. TheAgency agrees that a.P.F. Chang'srestaurant or a Mikuni
restaurant shall be deemed an upscale, destination restaurant.
5.2. For a period often (10) years, all.tenants of the ground floor of,the Project shall be subject to the Economic
Development. Director's reasonable approval, with the same requirements as the original approval.
5.3. Developer and East End Lofts; LLC must maintain, for 15 years, the proposed uses, as follows: groundfloor retail, second floor uses consistent with zoning and the Merged Downtown Sacramento
Redevelopment Plan, and third- and fourth-floor residential:
5.4. Developer and East End Lofts, LLC must maintain, for at least 15 years, adequate parking, as described in
the Project Description, to serve the residential occupants of the Project, at the ratio of one space per
residential unit. All other necessary parking shall be'provided within a reasonable distance from the
Project.
In order to implement the obligations of Developer under this Section 5, Developer shall submit for Agency
General Counsel review its proposed form of lease and/or related contracts with East End Lofts, LLC, which
lease and/or contracts shall designate the Agency as a third-party beneficiary.
DEVELOPMENT FINANCING. Developer shall be responsible for and shall pay all costs of developing 'the
Project, except as otherwise provided in this OPA. As a condition precedent to Agency's obligation to provide
the Agency Funding, Developer shall provide the Agency with a complete Project budget including all'Projectrelated expenses incurred by Developer or East End Lofts, LLC, prior to the effective date of this Agreement for
which Developer seeks reimbursement from the Agency Funding, all proposed sources and uses of funds,- all
"hard" and "soft" costs and contingencies and reflecting, as possible, firm bids or accepted contracts and with
evidence of sufficient funds to meet all budget requirements. To the extent that funds specified inthis OPA for
the-Project are insufficient to fully fund the Project, the Developer shall provide evidence, satisfactory to the
Agency,'of the additional required construction and permanent.financing. Except as expressly provided in this
OPA, no party shall have the right of reimbursement for any funds expended by them for the Project. Agency is
not obligated by this OPA or otherwise to make any contribution beyond its obligations stated in this OPA.
6.1. EVIDENCE OF AVAILABLE FUNDS. 'Unless otherwise approved by the Agency, Developer's evidence of '
available funds must include only the following: (a) Developer equity, (b) firm and binding loan
commitments from each Lender, in form and content acceptable to Agency (the "Loan Commitment(s)"),
and (c) the Agency Funding, as'specified in this OPA. Within ten (10) days after Agency's request,
Developer shall provide all additional information requested by the Agency for evaluation of the actual
availability of funds included in such evidence, including without limitation, request for clarification,
further evidence or audited financial reports.
6.2. _COMMITMENT AND LOAN REQUIREMENTS. As a material obligation under this OPA, Developer shall
assure that the loan documents for the Project are consistent with the Lender's Loan Commitment
•
approved by the Agency and comply, in all respects, with this OPA. Each. such Loan Commitment shall:
(a) be subject only to Lender's reasonable conditions of title and Developer's execution of standard loan
documents (copies of which have been previously provided to and approved by the Agency); (b) contain
only usual, customary, and commercially reasonable loan terms; (c) continue in effect until a time when
subject financing is`reasonably expected to be required; and (d) for construction financing, provide for an
Agency Funding term not less than that specified in the Schedule of Performances for completion of
construction and any additional time necessary to fulfill all conditions precedent to funding of permanent
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financing. Developer agrees that it shall exercise reasonable best efforts to secure Lender's agreement to
(a) grant to the Agency an extended opportunity to cure non-monetary loan defaults of Developer under
Lender's loan documents, by granting the Agency an additional cure period of not less than forty-five (45)
days following Agency's receipt of notice from Lender that any*such rion-monetary loan default by
Developer was not cured during Developer's applicable cure period under the Lender's loan documents,
and (b) grant to the Agency a thirty- (30-) day first right of refusal to purchase the Lender's interest under
-the loan documents, including any note and deed of trust executed in favor of Lender, prior to Lender
commencing any action to foreclose under Lender's loan documents due to a Developer loan default
which remains uncured after all applicable cure periods provided for under the loan documents. Such
Loan Commitments shall not be based upon sources and uses of Project funds-that are different from those
approved by Agency for the Project. Such ,Loan Commitments shall not require changes to the Project•that
conflict with this OPA,^that require amendment of this OPA or that require the Agency to enter into
agreements with any Lender, guarantor, equity partner or any other third-party. Developer shall not"
provide evidence of equity that includes funds not available at the commencement of construction or that
claims as equity any funds to be generated by development of the Project, including without limitation,
anticipated-Developer profit or fees or Developer contribution of services to the Project. In the event that,
despite Developer's having secured the Loan Commitments, such loans do not fund within the time
specified in the Schedule of Performances, Developer shall have one hundred eighty (180) days to secure
alternative Loan Commitments, and during such time shall not be deemed to be in breach or default of this
Agreement. In the-event that Developer-is not able to-secure alternative Loan Commitments;during such
period, Agency agrees to extend such period for an additional one hundred eighty (180) days upon its
reasonable determination that Developer is exercising diligence in seeking alternative Loan Commitments.
6.3. REGIONAL SANITATION SEWER CREDITS. Developer, or its tenants, shall obtain Regional Sanitation sewer
credits from the Economic Development Capacity Bank from the City at the reduced rate of $923 per ESD
(Equivalent Single Family Dwelling). If Developer, without fault of Developer, is unable to obtain-such
credits, Developer shall have the option to terminate this OPA without default. Upon such termination,
both parties shall return any and all property and funds of the other party, and take such actions as,
necessary to restore the parties to their original conditions, as if the OPA had not been entered.

7.

COVENANTS. In addition to the Operating Covenants, Developer makes the following covenants:
7.1. USE COVENANTS. Developer covenants that it shall own and manage the Property in accordance with the
provisions of this OPA. .
7.2. NONDISCRIMINATION. Developer covenants by and for itself, its heirs, executors, administrators and
assigns, and all persons claiming under or through it, that it shall not discriminate on the basis of race,
color, ancestry, religion, creed, sex, marital status', or national origin in the sale, lease or rental or in the
use or occupancy of the Property and the Project.
7.3. REGULATORY AGREEMENT. Developer covenants by and•for itself, its heirs, executors, administrators and
assigns, and all persons claiming under or through it, that the Property shall be used strictly in accordance
with the provisions of the Regulatory Agreement and the Redevelopment Plan.

HISTORIC TAx CREDIT. Developer shall diligently pursue qualification and award of rehabilitation tax credits
for the Project, as defined in U.S. Internal Revenue Code Section 47, and shall thereafter undertake to sell such
tax credits at then market value. If Developer shall obtain such tax credits, Developer shall, within thirty (30)
days of receipt, pay Agency the lesser of Three Hundred Thousand Dollars ($300,000) or fifty percent (50%) of
the amount realized on account of the tax credits by Developer in cash or cash equivalent on sale of the tax
credits to a third party or in tax savings to Developer or its principals. The amount realized is the amount of tax
saving received by the DBveloper or principal of Developer and/or the amount paid to the Developer or
principal of Developer by a purchaser of the tax credits, all as further reduced by actual and reasonable
expenses paid to a"third party to obtain and sell the tax credits. As used in this Section 8, the term "third party'.'
10=

Owner Participation Agreement

shall include attorneys, accountants; brokers, appraisers and any other professionals or consultants engaged by
Developer to assist in securing such tax credits: Developer hereby represents, and Agency acknowledges, that
the cost of such services, together with discounts customarily required on sale of tax credits, may constitute a
substantial portion'of the nominal value of the potential tax credits. Accordingly, the net amount realized from
tax credits may be substantially less than the nominal value.
9.

LIABILITY.INSURANCE. With regard to this OPA; the Developer shall obtain and maintain, and require the
Contractor and subcontractors for the Project to obtain and maintain,such insurance as will protect them,
respectively, from the following claims which may result from the operations of the Developer, any Contractor,
subcontractor or anyone directly or indirectly employed by any of them, or by anyone for whose acts any of
them may be liable: (a) claims-tinder workers' compensation benefit acts; (b) claims for damages because of
bodily injury, occupational sickness or disease, or death of its employees; (c) claims for damages because of
bodily injury, sickness or disease, or death of any person other than its employees; (d) claims for damages
insured by usual personal injury liability coverage which are sustained (1) by any person as a result of an
offense directly or indirectly related to the employment of such person by the Developer, or (2) by any other
person; claims for damages, other than due to the construction itself, because of injury to or destruction of
tangible property, including resulting loss of use; (e) claims for damages because of bodily injury or death of
any person or property damage arising out of the ownership, maintenance or use of any motor vehicle; and (f)
claims for contractual liability arising from the Developer's obligations under this OPA:
9.1. LIABILITY INSURANCE POLICY LIMITS. Developer shall assure that the insurance required by this Section
shall be written with a deductible of not more than Fifty Thousand Dollars ($50,000):
9.2. WORKER'S COMPENSATION: Worker's compensation coverage shall be written for the statutory limits as
required by the California Labor Code (commencing with Section 3700, as it may, from time to time, be
amended) and having an employer's liability of not less than $2,000,000.
9.3: COMPREHENSIVE GENERAL LIABILITY. Comprehensive general liability coverage shall include premisesoperations, independent contractor's protective, products and completed operation (for four years), broad

form property damage, and contractual liability coverage (or such other substantially similar coverage as
may be approved by Agency Counsel). Such insurance shall have limits of liability which are not less
than $5,000,000, each occurrence, for bodily injury coverage; $5,000,000 aggregate; for products and
completed operations coverage; $1.,000,000 each occurrence for property damage coverage, single -limit
`
.
and aggregate; and which is the same as the foregoing coverages.
9.4. COMPREHENSIVE AUTOMOBILE LIABILITY. Comprehensive automobile liability coverage for any vehicle
used for, or in connection with, the Project (owned, non-owned, hired, leased) having limits of liability
which are not less than $1,000,000.
9.5. FIRE, HAZARD AND EXTENDED COVERAGE INSURANCE. For the duration of this OPA, Developer shall
obtain and maintain fire and hazard insurance to the full insurable value of the Property.with endorsements
of extended coverage, vandalism, and malicious mischief, and with such other endorsements and in such
amounts as the Agency may reasonably require to protect the Project: In the event of damage to the
Project and subject to the requirements of Lender, Developer shall use the proceeds of such insurance to
reconstruct the Project and the public improvements.

.

.9.6. INSURANCE PROVISIONS. Each policy of insurance required under this OPA shall be obtained from a
provider licensed to do business in California and having a current Best's Insurance Guide rating of
or such other equivalent rating, as may reasonably be approved by Agency's legal counsel.
Each policy shall contain the following provisions as applicable:
9.7. ADDITIONAL INSURED. During the term of construction, Agency shall be additional 'insured on all
insurance policies, except the fire and hazard insurance and the worker's compensation policy, unless
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otherwise approved by Agency's legal counsel in writing.
9.8. SINGLE PROJECT INSURANCE. It is the intent of the parties that the Project have available all the specified
insurance coverages. Developer shall'not provide insurance coverages that are considered in aggregate
with other Projects which Developer or its Contractor might have concurrently under'construction. The
Agency may at its discretion permit an aggregate policy if and. only if Developer or the respective .
Contractor.has fully disclosed to Agency other projects which will or may be considered in aggregate with
the Project, and thereafter, Developer shall immediately inform Agency of the change in or addition to any
such projects. Nevertheless, Agency may, at any time require that the insurance coverage be provided
solely for the Project.
9.8.1.

CANCELLATION. Each policy shall bear an endorsement precluding cancellation or termination of
the policy or reduction in coverage unless the Agency has been given written notice of such intended-'
action at least thirty (30) days prior to its effective date.

9.8.2.

FAILURE TO MAINTAIN. If Developer fails to obtain or maintain, or cause to be obtained and
maintained, any insurance required by this OPA, the Agency shall have the right to purchase the
insurance on Developer's behalf, and Developer shall promptly reimburse the full cost of such
. insurance Jo the Agency. If Developer fails to reimburse the Agency for insurance, the amount of
unpaid reimbursement shall bear interest, at the maximum rate permissible under the' law,.until paid.

9.8.3.

BLANKET COVERAGE. - Developer's obligation to carry insurance as required under.this Section 9
may be satisfied by coverage under a "blanket" policy or policies of insurance (as the term is
customarily used in the insurance industry); provided, however, that the Agency shall nevertheless be
named as an additional insured under such blanket policy or policies to the extent required by this
Section, the coverage afforded the Agency will not be reduced or diminished thereby, and all of the
other requirements of this Section 9 with respect to such insurance shall otherwise be satisfied by
such blanket policy.

10. DEFAULTS AND REMEDIES. - Except as otherwise provided in this OPA, if either party defaults in its
obligations under this OPA, the defaulting party shall immediately commence and diligently proceed to cure the
default within thirty (30) days after written notice of default from the other party or, if reasonable, such longer
time as is reasonably necessary to remedy such default if such default cannot reasonably be cured within thirty
(30) d'ays for reasons beyond the control of the defaulting party, provided that the defaulting party shall
promptly begin and diligently pursue such cure to completion). If the defaulting party does not promptly begiri
and -diligently cure. the default within a reasonable time,. the other party may institute proceedings to cure the
default, including without limitation, proceedings to compel specific performance by the defaulting party.
Subject to any extension of time permitted by this OPA, a failure or delay by a party to perform any term or
provision of this OPA constitutes a default of this OPA. As a condition precedent to termination of this OPA
under this Section, each party shall first tender the return of all property or funds received from or on behalf of
the other party, other than funds properly retained as liquidated damages. After such return of property and
funds and termination of this OPA; neither Agency nor Developer shall have any further rights against or
liability to the other under this OPA except as expressly set forth in this OPA to the-contrary.
10.1.

LIQUIDATED DAMAGES. IF DEVELOPER FAILS TO COMPLETE THE PROJECT AS PROVIDED IN THIS
AGREEMENT BY REASON OF ANY DEFAULT OF DEVELOPER, AGENCY MAY PROCEED AGAINST DEVELOPER
UPON ANY CLAIM OR REMEDY THAT AGENCY MAY HAVE. IN LAW OR EQUITY; PROVIDED, HOWEVER, THAT,
BY INITIALING THIS SECTION 10.1, DEVELOPER AND AGENCY AGREE THAT IN EVENT OF DEFAULT BY
DEVELOPER, (A) IT WOULD BE IMPRACTICAL OR EXTREMELY DIFFICULT TO FIX ACTUAL DAMAGES; AN
AMOUNT EQUAL TO ONE HUNDRED THOUSAND DOLLARS AND No CENTS ($ 100,000.00) SHALL CONSTITUTE
LIQUIDATED DAMAGES PAYABLE TO AGENCY; (B) THE PAYMENT OF THE LIQUIDATED DAMAGES TO AGENCY
SHALL CONSTITUTE THE EXCLUSIVE REMEDY OF AGENCY FOR DEVELOPER'S FAILURE TO COMPLETE THE
PROJECT; AND (C) PAYMENT OF THOSE SUMS TO AGENCY AS LIQUIDATED DAMAGES IS NOT INTENDED AS A
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FORFEITURE OR PENALTY WITHIN THE MEANING OF CALIFORNIA CIVIL CODE SECTIONS 3275 OR 3369, BUT
INSTEAD, IS INTENDED TO CONSTITUTE LIQUIDATED DAMAGES TO AGENCY PURSUANT TO SECTIONS 1671;
1676 AND 1677 OF THE CALIFORNIA CIVIL CODE.

Developer's Initials
Agency's Initials
10.2. OTHER RIGHTS AND REMEDIES. Upon the occurrence of any default by Developer subject to the
liquidated damages provision, Agency's sole remedy therefor shall be as liquidated damages. Upon the
occurrence of any default by any party other than subject to liquidated damages, and the expiration of any
applicable notice and cure period without a-cure having occurred within the specified cure period, the nondefaulting party shall have the right to institute such actions as it may deem desirable to remedy a default
of this OPA as allowed under this OPA, at law or in equity
10.3. NONLIABILITY OF AGENCY OFFICIALS AND EMPLOYEES. No member, official or employee of Agency
shall be personally liable to De'veloper; 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 OPA.
10.4. ATTORNEY'S FEES AND RELATED COSTS. If an 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 relief sought in an action;
the party 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 judgement, ruling or award is more favorable to -both parties than their last 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.
11. ENCUMBRANCE OF PROPERTY AND LENDER PROTECTIONS. Before issuance of a Certificate of Completion,
the Developer may, upon written Agency approval, obtain a Loan and encumber the Property as security for the
Loan, provided either that the proceeds of the Loan are used in connection with the Project and for related
expenses of the Project included in the Project budget submitted under Section 6, and made upon usual and customary and commercially reasonable terms or that the Loan is permanent project financing made upon usual
and customary and commercially reasonable-terms. After issuance of a Certificate of Completion, the Agency
shall have no rights of approval regarding financing secured by the Property. As a condition to Agency's
approval of a Loan, Developer shall provide the Agency with a conformed copy of the Loan documents.
Agency acknowledges that a Lender will rely upon this OPA in making, the Loan and that Agency's obligations
under this OPA are inducements to Lender's making of the Loan.

11.1. NOTICES. If the Agency gives any notice of default to Developer under this OPA, the Agency'shall
contemporaneously give a copy of such notice to each Lender who has requested such notice in the
following form of request for notice at the address stated in the request for notice. Any such default notice
that is not so delivered to Lender shall not be effective or binding with regard to Lender or otherwise
affect Lender, but failure to deliver such default notice to Lender shall not affect its validity with respect
to Developer. Lender shall use the following form for requesting notice:
[Date]
The undersigned, whose address for notices is stated immediately below its signature, does hereby certify that it is the
between the Redevelopment
-Lender as such term is defined in that certain Owner Participation Agreement dated
Agency of the City of Sacramento and Elliott Lofts, Inc. ("OPA"). Lender requests, in accordance with Section 11.1 of the
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OPA, that if any default notice. shall be given to Developer under the OPA, a copy of such default notice shall be given to Lender.
[Lender Name and Address for Notice].

11.2. ASSIGNMENTS AND TRANSFERS OF THE LOAN. Agency shall not be bound to recognize any assignment
of the Loan or related encumbrance of the Property unless and until Lender has given Agency written .
notice of the name and address of the assignee (and if more than one person is an assignee, the designated
name and address for notices) and such assignee qualifies as a Lender under this OPA. Thereafter, such
assignee shall be considered a Lender with respect to the Loan and the related encumbrance on the
Property. .
11.3. LENDER NOT OBLIGATED TO CONSTRUCT. Notwithstanding any of the provisions of the OPA, Lender
shall not be obligated by the provisions of the OPA•to construct or complete the Project. Nothing in this
Section or any other provision of the OPA shall be construed to permit or authorize Lender to devote the
Property to any uses, or to construct any improvements on the Property, other than those uses or

improvements provided or permitted in the OPA.
11.4. LENDER'S OPTION TO CURE DEFAULTS. After any default of Developer's obligations under the OPA,
each Lender shall have-the right, at its option, to cure.or remedy such default, within the time for cure,
allowed to Developer, and to add the cost of such. cure to the debt and the.lien secured by the Property.
.The Agency shall accept such performance as- if it.had been performed by.Developer;.provided, however,
that such Lender shall not be subrogated to the rights of the Agency by undertaking such performance. If
the breach or default relates to construction of the Project, however, Lender shall not undertake or
continue the construction of the Project (beyond the extent necessary to conserve or protect the Project or
construction already made) unless Lender assumes, in writing satisfactory to the Agency, Developer's
obligations to complete the Project on the Property in the manner provided in this OPA. Any Lender who
properly completes the Project as provided in this OPA shall be entitled, upon written request made to the
Agency, to a Certificate of Completion from the Agency in a manner provided in this OPA. Such
certification shall mean that any remedies or rights with respect to the Property that the Agency may have
because of Developer's failure to cure any default°with respect to the construction of the Project on other
parts of the Property, or because of any other default of this OPA by the Developer shall not apply to the
part of the Property to which'such Certification relates. Nothing in this Section shall be deemed to limit,
modify or release any claim or remedy that the Agency may have against the Developer for such default.
11.5. DEFAULT BY DEVELOPER. In the event of a default by Developer, Agency shall not terminate this OPA
unless and until the Agency has given notice to Lender of such default, as provided in Section 11.1. and
Lender has failed to cure such default as provided in Section 11.4; provided, however that if such default
cannot practicably be cured by the Lender without taking possession of the Property, then the Schedule of
Performances (and,. therefore, the Agency's right to terminate this OPA) shall be tolled if and so long as:
11.5.1.

Lender has delivered to the Agency, prior to the date on which Agency is entitled to give notice

of termination of this OPA, a written instrument satisfactory to Agency in which Lender or its
designee unconditionally agrees that it will commence the cure of such default immediately upon
Lender or its designee taking possession of the Property and will thereafter diligently pursue such
cure to completion; provided, however, that neither the Lender nor its designee shall be obligated to
pay damages to the Agency on account of such default, except to the extent of any monies due and
unpaid from Developer.
11.5.2.
. Lender or its designee has rights to obtain possession of the Property (including possession by
receiver) through foreclosure, deed in lieu of foreclosure or otherwise, and Lender or its designee'
promptly commences and diligently proceeds to obtain possession of the Property, and if Lender is
prevented by court action or by any statutory stay from prosecuting foreclosure proceedings, that
Lender is diligently seeking relief from such action or stay.
.
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Upon receiving possession of the Property, Lender or its designee promptly commences and
11.5.3.
diligently proceeds to cure such default in accordance with the written instrument described in
Section 11.4.
11.5.4.
From and after the cure of such Developer default, Lender or its designee is not-required to
obtain possession or to continue,in possession of the Property: Nothing in this Section 11.5 shall
preclude the Agency from exercising any of its rights or remedies with respect to Developer during
any period of such forbearance.
11.6. FORECLOSURE. Foreclosure of any encumbrance securing the Loan, or any sale under such
encumbrance, whether by judicial proceedings or by virtue of any power contained in, such encumbrance,
or any conveyance of the Property from the Developer to the Lender or its designee through, or in lieu of,
foreclosure or other appropriate proceedings in the nature of foreclosure, shall not require the consent of
the Agency. Upon such foreclosure, sale or conveyance, the Agency.shall recognize the resulting
purchaser or other transferee as the Developer under this OPA, provided that such purchaser or transferee
expressly assumes each and every obligation of the Developer under this OPA (except for the obligation to
pay damages except to the extent of any monies due and uinpaid from Developer under this OPA) by
assumption agreement satisfactory to the Agency. If any Lender or its designee acquires Developer's
right, title and interest under this OPA as a result of a judicial or nonjudicial foreclosure under any power
contained in such encumbrance, or any conveyance-of the.Property from the Developer to the Lender or its.
designee through, or in lieu of, foreclosure or other appropriate proceedings in the nature of foreclosure,
such Lender or its designee shall have the right to assign or transfer Developer's right, title and interest
under this OPA to an assignee; provided, however, that the assignee or transferee shall thereafter be
subject to all of the terms and conditions of this OPA.
11.7.,MODCFICATIONS. No modification or amendment to this OPA which materially and adversely affects the
Lender's interest in the Property,shall be valid and effective unless the Lender's written consent to such
modification or amendment has first been obtairied, which consent shall not be unreasonably withheld.
11.8. FURTHER ASSURANCES TO LENDERS. Agency and Developer shall in good faith consider making such
reasonable modifications to this OPA and executing such further instruments and agreements between
them as a Lender may reasonably request or as may otherwise be required to effectuate the intent of this
OPA, provided such modifications, instruments and agreements do not materially, adversely affect any
party's expectations or benefit, rights or obligations under this OPA and provided such modifications,
instruments, and agreements- serve a material economic purpose.
11.9. ESTOPPEL CERTIFICATE. Any party may, at any time, request in writing of any other party to certify in
writing that, totheknowledge of the certifying party, (i) this OPA is in full force and effect and a binding
obligation of the parties; (ii) this OPA 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 OPA, or, if in default, describing the nature and extent of any such defaults. 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 be authorized to execute any such certificate requested
by Developer from the Agency.
11.10.

PROHIBITIONS AGAINST ASSIGNMENT AND TRANSFER. In.reliance on the financial capability and

experience of Developer, substantial public financing and other public aids have been made available by
law and by the federal and local governments to make development of the Property possible. Developer
shall not, prior to issuance of a Certificate of Completion, assign Developer's interests or obligations under
this OPA or underta`ke any act or transaction resulting in a significant change in the interests of the
principals of Developer or the degree of their control of Developer, in,the aggregate, by greater than 15
percent (15%), without the prior written consent of Agency. The transfer or assignment, pursuant to this
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Section; requires the transferee or assignee to execute and deliver to Agency a valid, binding, written
assumption of 'all obligations of Developer. Such a transfer as permitted in this Section 11.10. shall not
relieve Developer, or any other party bound in any way by this OPA, from any of its obligations under this
OPA. With respect to this provisiori, the Developer and the parties signing this OPA on behalf of the
Developer represent that they have the authority of all of Developer's principals to agree to and bind them
to this provision.
12. DOCUMENT INTERPRETATION. This OPA shall be interpreted in accordance with the following rules:
12.1. INTEGRATED DOCUMENTS; SEVERABILITY. This OPA and the documents incorporated in this OPA are
to be considered as one document and default of any of them shall be considered a default of all of them.
This OPA including the incorporated documents integrates all of the terms and conditions related or
incidental to its subject matter, and supersedes all^negotiations'or previous agreements between the parties
with respect to its subject matter. If any term or provision of this OPA shall, to any extent, be held invalid
or unenforceable,the remainder of this OPA Shall remain in full force and effect, and, the invalid or
unenforceable provision shall be valid and enforceable as to any other person or circumstance.
12.2. CONFLICTING PROVISIONS. If conflicts are discovered in the provisions of this OPA and such
incorporated documents, this OPA shall control with regard to plan review and construction terms, the
Agency Funding Agreement shah l controlwith regard to funding.termsand the:Regulatory.Agreement
shall control with regard to the operating covenant restrictions. In any event, the conflicts shall be
construed so as to meet the intent of this OPA.

12.3. WAIVERS AND AMENDMENTS. All waivers of the provisions of this OPA must be in writing and signed
by Agency or Developer, as applicable, and all amendments to this OPA 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 rights of Agency with respect to any other defaults by Developer under this,
Section or with respect to the particular default except to the extent specifically waived in writing.
12.4. CAPTIONS, GENDER AND NUMBER. The section headings, captions and arrangement of this OPA are for
the convenience of the parties to this OPA: 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 OPA. The
singular form shall include plural, and vice versa, and gender, references shall be construed to include all.
genders.

12.5. DRAFTER. This. OPA 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 OPA. All
exhibits referred to in this OPA are attached to it and incorporated in it by this reference.
12.6. MERGER. All of the terms, provisions, representations, warranties, and covenants of the parties under this
OPA shall survive the Close of Escrow and shall not be merged in the Grant Deed or other documents.
12.7. 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 OPA, and that
each action specified in the Schedule of Performances shall be performed by the responsible party on or
before the date scheduled for its completion..",
12.8. GOVERNING LAw. This OPA shall be governed and construed in accordance with California law.
.
.
,
•
12.9. INSPECTION OF BOOKS AND RECORDS. Agency has'.the right, at all reasonable times, to inspect the books
and records of Developer regarding the Property as reasonably necessary to carry. out its purposes under
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this OPA.
13. NOTICES. All notices to be given under this OPA shall be in writing and sent to the following addresses by one
or more of the following methods:
13.1. Addresses for notices are as follows:
13.1.1. Agency: Redevelopment Agency of the City of Sacramento, 1030 Fifteenth Street, Second Floor,
Sacramento, CA 95814, Attention: Dave Harzoff; a copy of all notices to Agency shall be sent to:
Agency Counsel, Redevelopment Agency of the City of Sacramento, 630 I Street, Sacramento,
California 958.14, Atterition: Dana Phillips.
13.1.2. Developer: Elliott Lofts, Inc., a.California corporation, 11211 Gold Country Blvd., Suite 106,
Gold River, CA 95670, Attention: Michael J. Heller.
13.2. Notices may be delivered by one of the following methods:
13.2.1. . Certified mail, return receipt requested, in which case notice shall be deemed delivered three (3)
business days after deposit, postage prepaid in the United States Mail; .
13.2.2. 'A nationally recognized overnight courier, by priority overnight service, in which case notice shall
be deemed delivered one (1) business day-after deposit with'that courier;

13.2.3. :.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
13.2.4. Telecopy, if a copy of the notice is also sent the same day by United States Certified Mail, in
which case notice shall be deemed delivered one (1) business day after transmittal by telecopier,
provided that a transmission report is automatically generated by the telecopier reflecting -the
accurate transmission 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.
14. SUCCESSOIts. This OPA shall inure to; the benefit of and shall be binding upon the parties to this OPA and their
respective heirs, successors, and assigns.
15. DEFINITIONS.

15.1. "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 630 I Street, Sacramento, California 95814. Agency as used in this OPA 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 staffmg 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.
15.2: "Agency Funding" Is the funding provided by the Agency under this OPA to Developer for the Project.
15.3. "Agency Funding Agreement" as the term is used in this OPA shall refer to this OPA.
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15.4. "Certificate of Completion" is the certificate issued by the Agency. certifying Developer's completion of
the construction of the Project.
15.5. "CEQA" is the California Environmental Quality Act (commencing at Public Resources Code Section
21000), together with all rules and regulations promulgated under the statutes.
15.6. "City" is the City of Sacramento, a political subdivision of the State of California.
15.7. "Community Redevelopment Law" is the law governing redevelopment in the State of California and is
found commencing at Health and Safety Code Section 33000.
15.8. "Completion Date" is the 540th day after the Effective Date of this OPA, which date is subject to
extensions pursuant to Section 4.12.
15.9. "Construction Extension Fee" is the fee payable by Developer for each day by which the completion of
construction' is delayed beyond the date for completion of construction.
15.10."Contractor", is the general contractor or contractors with whom Developer has contracted for the
construction of the-Project.
"Developer" is Elliott Lofts, Inc., a California corporation. Notwithstanding any other provision of
15.11:
Ahis OPA; Developer may assign this OPA to a single asset entity in which Developer has a substantial '
interest and is the managing member, the general partner 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 of this OPA and all agreements related to this
OPA, and (iii) that the entity has been approved in writing, in advance, by the City's Economic
Development Director. The principal office of the Developer is located at 11211 Gold Couritry Blvd.,
Suite 106, Gold River, CA 95670.
15.12. .

"Escrow" is the escrow for the transactions contemplated by this OPA.

"Escrow Instructions" means the escrow instructions• for the close of the Escrow, a copy of which is
15.13.
attached as Exhibit 1: Escrow Instructions.
15.14.
"Final Plans" are the full and final plans, drawings and specifications for the Project as described in,
and approved by`the Agency under, Section 3, which shall include all construction plans, drawings,
.
specifications and other documents required to obtain all required building permits for the construction of
the Project. The Final Plans may refer, as the context may indicate, to partial Final'Plans prepared and
submitted in accordance with this OPA. The Final Plans shall incorporate any related mitigation measures
that may be required for compliance with CEQA. The Final Plans shall specifically include changes or
corrections of the Final Plans approved as provided in this OPA. The Final Plans shall include all
landscaping, on- and off-site work and artwork related to the Project: Except as approved by the Agency,
the Final Plans shall conform in all material respects to all provisions of this OPA, including without
limitation, the Preliminary Plans and the Scope of Development.
15.15.
"Hazardous Substances" as used in this OPA shall include, without limitation, to, all substances,:
'wastes and materials designated or defined as hazardous or toxic pursuant to any of the following statutes,
as they may be amended or superseded, from time to time: the Clean Water Act (33 U.S.C.1321 et. seq.); .
the Comprehensive Environmental Response, Compensation and Liability Act of 1980 (42 U.S.C. 9601 et
seq.); the Resource 'Conservation and Recovery Act (42 U.S.C. 6901 et seq.); the United States
Department.of Transportation Hazardous Materials Table (49 CFR 172.101); the Environmental
Protection Agency list of hazardous materials (40 CFR Part 302) and California Health and Safety Code
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Sections 25115, 25117, 25122.7, 25140 (Hazardous Waste Control Law), 25316 (Carpenter-PresleyTanner Hazardous Substances Account Act), 25501(Hazardous Materials Release Response Final Plans
and Inventory) and 25281 (Underground Storage of Hazardous Substances); all applicable local
regulations; and all regulations and promulgations pursuant to said laws.
"Legal Description" is the legal description of the various parcels of real property. affected by this
15.16.
OPA. The Legal Description is attached as Exhibit 2: Legal Description.
"Lender" shall include all holders of any lien or encumbrance as security for a Loan on all or any
15.17.
part of the Property. Each lender shall be a federal or state chartered financial institution, a.pension fund,
an insurance company or such other lender which Agency may approve in writing in advance, which
approval Agency may withhold in exercise of its reasonable discretion and in consideration of the
commercially reasonable protection of its interests under this OPA.
"Loan" is the loan or loans obtained from third parties for the construction or permanent fmancin
15.18.
or both, of the Project.
15.19. .
"Operating Covenant" is the operating covenant for the Property, to be secured by the Regulatory
Agreement to be executed and recorded against, the Property pursuant to this OPA, as further described in
Section 5.
"OPA" is this Owner Participation Agreement between Agency and Developer, including all
15.20.
documents incorporated in this OPA by reference.
15.21.

"Plans" shall mean either or both Preliminary Plans and Final Plans as the context may indicate.

15.22.
"Preliminary Plans" are the Project designs prepared by the Project architect,
, a portion of which (consisting of various floor plans and elevations) is
dated
attached as Exhibit 3'. Preliminary Plans. Agency has approved the Preliminary Plans concurrently with
the approval of this OPA.
15.23.

"Project" is, all of the work to be accomplished under this OPA..

15.24.
"Project Area" is the Merged Downtown Redevelopment Project Area, as.defined in. the
Redevelopment Plan.
"Project Documents" are all contractual documents and legal agreements it is necessary to enter into
15.25.
to construct the Project.
"Property" is that real property to, be developed under this OPA, as more particularly described in
15.26.
the Legal Description. The Property includes all improvements contained within such real property.
15.27.
"Redevelopment Plan" is the redevelopment plan for the Project Area (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 initially 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.
15.28.
"Regulatory Agreement", a copy of which is attached as Exhibit 4: Regulatory Agreement is the
agreement containing covenants, conditions and restrictions, including without limitation, use restrictions,
that run with the Property as a condition of Agency Funding.
.
15.29.

"Schedule of Performances" is the schedule that establishes the dates by which obligations of the
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parties under this OPA must be performed and conditions of the OPA must be satisfied. The Schedule of
Performances is attached as Exhibit 5: Schedule of Performances:
"Scope of Development" is the detailed description of the work to be done under this OPA for the
15.30.
Project. The Scope of Development is attached as Exhibit 7: Scope of Development.
"Unavoidable Delay"• is a delay in the performance by a party of any obligation which delay is
15.31.
unforeseeable and beyond the control of such party and without its fault or negligence. Unavoidable
Delay shall include acts of God, acts of the public enemy, acts of the Federal Government, acts of the
other party, fires, floods, epidemics, quarantine restrictions, strikes, freight embargoes, a general
moratorium on financing for projects of the same type, and unusually severe weather (as for example,
floods, tornadoes, or hurricanes) or delays of subcontractors due to such causes. In the event of the
occurrence of any such enforced delay, the time or times for performance of such obligations of Agency
and Developer shall be extended for the period of the enforced delay, : as determined by Agency, provided
that the party seeking the benefit of the provisions of this Section shall, within thirty (30) days after
Developer has or should have knowledge of any such enforced delay, have first notified the other party, in
writing, of the delay and its cause, and requested an extension for the period of the enforced delay.
THE PARTIES HAVE EXECUTED THIS OPA in Sacramento, California, as of the date first written above.
...
DEVELOPER: ELLIOT LOFTS, INC., A CALIFORNIA
CORPORATION

By:

1

_

..,.
_
AGENCY: THE REDEVELOPMENT AGENCY OF THE.
CITY OF SACRAMENTO'

By:
Thomas V. Lee, Deputy City Manager

Its:
Approved as to form:
Approved as to form:.
Agency Counsel
Developer Counsel

Exhibit 1.
Escrow Instructions-Elliot Lofts, Inc OPA
(1530 J Street)
The parties, Developer and Agency; will mutuallyapprove a set of joint escrow
instructions prior to the opening of the escrow for this OPA.

Escrow Instructions

DRAFT
JOINT ESCROW INSTRUCTIONS
FOR OWNER PARTICIPATION AGREEMENT
"Effective Date"
Agency and Developer execute these Escrow Instructions as of the Effective Date. This document, including attachments and
any amendments and additions, shall constitute the joint escrow instructions of Agency and Developer for the Agency funding
for the Property.
,
ARTICLE I. GENERAL TERMS.

.

1. GENERAL. These Escrow Instructions, in addition to items listed below includes Article II General Provisions, which is.
,attached to and incorporated in these Escrow Instructions by this reference.
2. DEFINITIONS. The capitalized terms in these Escrow Instructions shall have the meanings assigned in this Article I General
Tern-is and as defined in Article II Instructions. (Terms being defined are indicated by quotation marks.)
"Title
Company"
"Escrow" with
Title Company
"Agency"

Stewart Title Company
1495 River Park Drive, Suite 300, Sacramento, CA 95815
Address:
Attention: Gayl Gregson
5004310
Escrow
Number:
Redevelop ment Agency of the City of Sacramento
1-030 15 Street, Second Floor, Sacramento, CA 95814
Address:
Attention: Dave Harzoff

"Developer"

ELLIOTT LOFTS, INC.

"Closing Date"
"Property"

"Transaction
Document"
Description of
the transaction

-

Address:

11211 Gold Country Boulevard, Suite 106, Gold River, CA 95670

Attention:

Michael Heller

006-0121-001; 006-0121-008;
1530 J Street, and 1015 15
APN:
006-0121-009; 006-0121-010
Street, Sacramento, California
95814
The document that details the obligations of the parties for the contemplated transaction:
Owner Participation Agreement, a copy of which is attached.
Pursuant to the Owner Participation Agreement, Agency is purchasing operating covenants
embodied in the Regulatory Agreement for the amount of $2,946,932.00 ("Escrowed Funds"),
being items 1-4. of the attached Agericy Funding Disbursement Schedule (also Exhibit 6 of the
OPA) and is making payments toward extraordinary expenses from Developer in the amount of
not more than $264,662.00.
Address:

"Recorded Documents"- The
following documents are to be
recorded in the order listed
(top being first in priority).
Copies of the Recorded
documents are attached.

Documents:
Owner Participation Agreement and
Regulatory Agreement

Marked for return to:
All to Agency
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"Agency Items"

1.

With regard to the first disbursement of $600,000:
a)'true and_,correct copy of a binding purchase agreement for the Parking Site as
described in the Agency Funding Disbursement Schedule,
b) evidence that the funds were deposited in the purchase escrow for the
purchase of the Parking Site and.
c) a true and correct copy of escrow instructions for said escrow, which
provides:
i) that said amount of Agency funding is deposited in the Paiking Site .
purchase escrow;
ii) that the funds are to be used solely for the stated purpose;
iii) that if the funds are not so used within five (5) days, then the. funds
are to be immediately returned to the Agency; and
iv) that the escrow officer for the Parking Site purchase escrow shall
notify Agency of any change of the date for closing and of any likelihood'that the.
Escrow will not close.
d) Acknowledgment from Agency that it has reviewed and approved the loan
documents of the construction lender ("Lender"), the organizational documents of
Developer and the California limited liability company that is to, be the tenant of
the Property under the lease with Developer ("LLC"); said lease between
Developer and the LLC; and the insurance binders of Developer for the Project. ,
2. With regard to the second disbursement of $700,000:
a) evidence satisfactory to Agency that Lender's loan commitment has become unconditional, and the Lender is prepared to advance the first draw on the
Lender's loan when due.
b) Developer's billing statement for reimbursement in accordance with the
OPA.
3. With regard to Agency's security interest in the Elliot Lofts, Inc (Developer)
shares and in the membership interests of the LLC:
a) Certificates representing all of the shares of Developer, in negotiable form'
or endorsed in favor of Agency, such that Agency can exercise full ownership
interest in Developer in the, event of a default under the OPA.
b) Certificates representing all of the membership interests of LLC, in
negotiable. form or endorsed in favor of Agency, such that Agency can exercise
full ownership interest, in LLC in the event of a default under the OPA.
c) UCC- 1 Financing Statement or Financing Statements, in suitable form for
filing with the California Secretary of State, granting Agency a security interest in
the forgoing shares of Developer and membership interests of the LLC.
d) Advice letter from Developer's counsel advising Agency .on the method or'
methods of perfecting -its security interest in the Developer shares and LLC
membership interests and exercising ownership interest therein, upon Developer.

default of the OPA.

"Developer Items"

4. After Close of Escrow, as applicable for the disbursement of the balance of
the Escrowed Funds:
a) evidence satisfactory to Agency that Developer has executed the loan
documents for Lender's Loan.
b) Developer's billing statement for reimbursement in accordance with the
OPAand the "Draw Schedule" attached as Exhibit 8: Draw Schedule to the OPA,
'but in any event not more often than monthly.
With regard to the first disbursement of $600,000:
A true and correct copy of Gail Ervin Consulting's final bill for which the exact
amount shall be reimbursed back to the Agency out of the first disbursement.

"Special Provisions":
The Escrow shall remain open after the Close-of Escrow solely for the purpose of disbursing the Escrowed Funds in
accordance with the OPA. The Escrow shall "close upon the disbursement of the Escrowed Funds unless instructed
otherwise in writing by Developer and Agency.
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"Agency Title Policy" in the
form of an ALTA Agency's
Policy insuring that the
following are valid liens
against the property:
The.title policies shall be
su bjec t on l y to th e fo ll ow i ng
"Conditions of Title":

Documents:
Regulatory Agreement
Type of Policy:
ALTA standard owner's policy
Items
Of Title Company's
P re li mi nary R eport
for the Escrow:

Coverage amount (purchase rice :
$2,946,932.00
Dated:
Number:

THE PARTIES HAVE EXECUTED THESE ESCROW INSTRUCTIONS in Sacramento, California as of the Effective Date. -.
DEVELOPER:.

AGENCY:

ELLIOT LOFTS, INC.

REDEVELOPMENT AGENCY OF THE CITY OF
SACRAMENTO

By:
By:
Thomas V. Lee, Deputy City Manager
Its:
Approved as to form:

Developer Counsel
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ARTICLE II. INSTRUCTIONS
1. ' CLOSING DATE. Close of Escrow shall occur on or before the Closing Date as it may be changed from time to time by
written agreement of Developer and Agency; provided, however that the Escrow shall remain open after the Closing Date for
the purposes stated in the Special Provisions.
2. CONDITIONS TO CLOSE OF ESCROW. "Close of Escrow" means the fulfillment of the Escrow terms and conclusion of
the Escrow, including, without limitation, the execution of unexecuted documents, the recordation of documents specified for
recording, the issuance of title insurance policies, the.payment of fees and the=delivery of funds and documents as directed in
the escrow instructions for the Escrow. The Close of Escrow shall- occur on the Closing Date. The following are conditions
to the Close of Escrow:
2.1.1. The conditions precedent to performance stated in the Transaction Document and Recorded Documents are
satisfied as of the Closing Date.
2.1.2. Simultaneously with the Close of Escrow, Title Company shall issue the Agency Title Insurance to Agency (at
Developer's cost) in the amount stated. The Agency Title Insurance shall include all usual and customary endorsements and
any endorsements and other commitments as Agency may reasonably require. The Agency Title Insurance shall show the
Recorded Documents marked for return to Agency as valid liens against the Property in favor of the Agency, subject only to
the Conditions of Title, and securing, as applicable, Developer's performance of its obligations and repayment of Agency
Funding.
2.1.3. Simultaneously with the Close of Escrow, Title Company shall issue the Developer Title Insurance to Agency
(at Agency's cost) in the amount stated. The Developer Title Insurance shall include all usual and customary endorsements
and any endorsements and other commitments as Developer may reasonably require. The Developer Title Insurance shall
insure Developer's fee simple title to the Property subject only to the Conditions of Title.
2.1.4. Prior to the Closing Date,- the parties shall duly execute (in Escrow or prior to deposit in'Escrow) each such
document and shall execute those to be recorded in a manner suitable for recording.
2.1.5. On or before the Closing Date, Agency shall also deposit with Title Company the Developer Items and any
Loan Amount then to be disbursed under this Agreement, but not less than closing costs, fees and charges required for Close
of Escrow.
2.1.6. On or before the Close of Escrow, Developer shall also deposit with Title Company the Agency Items and
Developer's share of closing costs and fees.
2.1.7. Title Company is satisfied that all required funds have been deposited in Title Company's account for the
Escrow, have cleared the originating bank and are available for transfer by Title Company's check or wire transfer to the
appropriate -party.
2.2. UPON CLOSE OF ESCROW. The Close of Escrow shall take.place on the Closing Date. On the Closing Date, Title
Company shall complete the Close of Escrow as follows and in the following order (unless otherwise stated, all recorded
documents are recorded with the Sacramento County Recorder):
2.2.1. Assure fulfillment of the Special Provisions;
2.2.2. Obtain full execution of all unexecuted documents;

-

2.2.3. Date all undated documents as of the Closing Date;
2.2.4. Record the Recorded Documents in the priority listed;
2.2.5. Determine all closing costs and fees; including without limitation, all charges, fees, taxes and title insurance
premiums payable under this Agreement on Close of Escrow and any other fees and charges approved for payment from
Escrow by both parties and deduct such fees from the Loan proceeds deposited by Agency in Escrow;
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2.2.6. Deliver the Agency Items to Agency and the Developer Items to Developer; and
2.2.7. Prepare and deliver to Developer and Agency, respectively, signed originals of all documents included for
delivery to either party and not delivered for recording, one signed original of Title Company's closing statement showing all
receipts and disbursements of the Escrow, and one conformed copy of each of the recorded documents.
2.3. INABILITY TO CLOSE. If Title Company is unable to simultaneously perform all of the preceding instructions, Title
Company shall notify Developer and Agency, and upon each of their directions return to each party all documents, items and
funds deposited in Escrow by such party (less fees and expenses incurred by the respective party) and bill the respective
parties for any unpaid fees and expenses incurred in Escrow. If Escrow fails to close on the Closing Date because Developer
has not complied with Developer's obligations under the Transaction Agreement, then Developer shall pay the costs incurred
through Escrow to the date the Escrow is terminated, including the cost of any preliminary title report and any cancellation
fees or other costs of this Escrow. If Escrow fails to close on or before the Closing Date because Agency has not complied
with Agency's obligations under the Transaction Agreement, such costs shall be paid by Agency. If Escrow fails to close on
or before the Closing Date for any other reason, such costs shall be divided equally between the parties.
COMMISSIONS. Agency is not responsible, by the Transaction Agreement or otherwise, to pay commissions in relation to
this transaction.
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Escrow Instructions
ACCEPTANCE OF ESCROW INSTRUCTIONS

Your acceptance-of this escrow shall create a contractual obligation by you with Agency and Developer for
complete compliance with these instructions. Agency and Developer reserve the right to jointly revoke this escrow at any
time upon their payment to you of your fees and reimbursement to you of your expenses in accordance with the terms of
these escrow instructions. Your obligations as Escrow Holder under these escrow instructions shall be subject to the
following provisions:
You are not responsible as to the sufficiency or correctness as to form, manner of execution, or validity of any
instrument deposited in this escrow nor as to the authority or rights of any person executing such instrument. Except as
otherwise provided in these escrow instructions, your duties as Escrow Holder are limited to the proper handling of monies
and the proper safekeeping of instruments and other items received by you as Escrow Holder, and for the performance of
your obligations as specifically provided under these escrow instructions. You are responsible for the sufficiency of any
instruments or documents prepared by you for this escrow.
Developer agrees to indemnify and hold you harmless from damages incurred as a result of your good faith and
diligent performance of your duties under these escrow instructions.
Upon your acceptance of these escrow instructions return the executed counterparts of these escrow instructions to
Agency and Developer, respectively.
Escrow Holder. acknowledges receipt of the foregoing escrow instructions and agrees to act as Escrow Holder and to comply
with the terms and conditions of said escrow instructions.

Dated:

TITLE COMPANY

By:
Name:
.'Title:
Its authorized agent and signatory
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Exhibit 2
East End Lofts, LLC OPA
Legal Description
For the Property on which the East End Lofts project will be constructed including
the parking lot immediately to the south of the Elliot Building the legal description
is as follows:
All that certain real property situated, lying,and being in the City of Sacramento, County
of Sacramento, State-of California, described as follows:
LOT 4, THE NORTH HALF OF LOT 5 AND THE SOUTH HALF OF THE EAST
HALF OF LOT 5 IN.THE BLOCK BOUNDED BY 15TH, "J" AND "K" STREETS IN
THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT
OF SAD CITY..
Also commonly referred to in the Sacramento County Assessor's Records as:
Assessors Parcel No. 006=0121-008-0000
006-0121-009-0000
006-0121-010-0000

For the satellite parking property on which additional parking to serve the project
will be provided the legal description is as follows:
All that certain real property situated in the State of California, County of Sacramento,
City of Sacramento, described as follows:
LOT 1 IN THE BLOCK BOUNDED BY J AND K AND 15TH AND 16TH STREETS OF
SAID CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN
THEREOF; EXCEPTING THEREFROM THE NORTH 104 FEET 21NCHES OF THE
WEST 45.1 FEET OF SAID LOT 1.
The satellite parking property is commonly referred to in the Sacramento County
Assessor's Records. as:
I
Assessor's Parcel No. 006-0121-001
The satellite parking property is also known as:
1015 15`h Street

. Exhibit 3
Elliot Lofts, Inc OPA
Preliminary Plans
(1530 J Street)
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Regulatory Agreement
Elliot Lofts, Inc OPA
(1530 J Street)

NO FEE DOCUMENT:
Entitled to free recording
per Government Code 6103.
When recorded, return to:
REDEVELOPMENT AGENCY
OF THE CITY OF SACRAMENTO

1030 Fifteenth Street, Second Floor
Sacramento, CA 95814
Attention' Dave Harzoff
REGULATORY AGREEMENT
FOR MIXED USE DEVELOPMENT,
INCLUDING COVENANTS, CONDITIONS AND RESTRICTIONS RUNNING WITH THE LAND
PROJECT NAME:,,
PROJECT ADDRESS:

East End Lofts .
1530 J Street, Sacramento, California 95814

NOTICE: THIS REGULATORY AGREEMENT IMPOSES COVENANTS, CONDITIONS AND RESTRICTION ON THE PROPERTY
THAT STAY WITH THE PROPERTY FOR MANY YEARS, INCLUDING RESTRICTIONS ON THE USE AND MAINTENANCE OF THE
PROPERTY.

ARTICLE I TERMS AND DEFINITIONS.

FOR GOOD AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS ACKNOWLEDGED, AGENCY AND OWNER HAVE
ENTERED THIS REGULATORY AGREEMENT AS OF THE EFFECTIVE DATE.

1. GENERAL. This Regulatory Agreement, in addition to Exhibits listed below includes Article II General Provisions, all of
which are attached to and incorporated in this Regulatory Agreement by this reference.
2. DEFINITIONS. The capitalized terms in this Regulatory Agreement shall have the meanings assigned below and as
defined in Article II General Provisions. (Terms being defined are indicated by quotation marks.) The Agency is providing
the Agency Funding pursuant to the terms and conditions of the Funding Agreement.
D i^FINITION

"Effective Date"
"A gency
Owner" and
"Developer"
enc Address"
"Agency"Owner Address"
"Jurisdiction"
"Property"
•
"Funding
Agreement"
"Agency
Funding"

This Regulatory Agreement shall be effective as of the following date:
Redevelopment Agency of the City of Sacramento •
The Agency is a public body, corporate and politic.
Elliott Lofts, Inc., aCalifornia corporation
(Developer being the Owner of the Property as of the recordation of this Regulatory Agreement.
Owner being the Developer and all subsequent owners of the Property.)
'Agency's business address is 630 I Street, Sacramento, California 95814
Owner's business address is as follows:
11211 Gold Country Blvd, Suite 106, Gold River, CA
95670
T
City of Sacramento ("City")
That certain real property which is subject to this Regulatory Agreement as further described in
the legal description, attached as Exhibit 1- Legal Description of the Pro perty .
This Regulatory Agreement. is subject to an Owner Participation Agreement dated as of
; which is considered to be the Funding Agreement (a
term of convenience) for purposes of this Regulatory Agreement. There is no separate Funding
Agreement.,
The Agency Funding made by Agency to Owner under the Funding Agreement for development
of the Property

"Agency Funding
Amount "

"Funding
Requirements"

"Term"

"Special
Provisions"

The amount of the Agency Funding, as follows: The amount of the Agency
Funding is not to exceed $31*211,594, and includes initial funding of
'
$2,946,932; funding for Developer's actual cost of window glass
replacement in an amount not to exceed $167;162; and contingent funding
to assist with Developer's cost for the removal and physical preservation of
the historic showroom south wall and staircase (if required to accommodate
ground floor restaurant tenant and if Developer is required to physically
preserve historic features of the wall) in the amount of $97,500.
In consideration of the Initial Agency Funding to be paid to Developer upon commencement of
construction as described in the Funding Agreement, and upon additional Agency Funding to be
provided subsequent to commencement of construction, the Developer has agreed to restrict the
use and operation of the Property pursuant to the covenants, conditions and restrictions contained
in this Re ulatory Agreement.
The Term of each of the respective covenants, conditions and restrictions contained in this
Regulatory Agreement is the term stated in the Funding Agreement, this Regulatory Agreement
.. and in the absence of such provision, the term of the Redevelopment Plan.
1. Developer will obtain ground-floor retail tenants that meet the reasonable approval of the
City's Economic Development Director. Agency's intent in obtaining the covenant is to assure
that the Project contains on the ground floor an.upscale, destination restaurant, or such other uses
that the Agency reasonably considers to have similar redevelopment and economic benefits for
the Project Area. Agency agrees that a P.F. Chang's restaurant or a Mikuni restaurant shall be
deemed an upscale, destination restaurant.
2. For a period of ten (10) years, all tenants of the ground floor shall be subject to the Economic
Development Director's reasonable approval, with the same requirements as the original approval
in subsection 1 of these Special Provisions.
3. Owner must maintain, for 15. years, the proposed uses for the Property, as follows: ground-floor
retail, second floor uses consistent with zoning and the Merged Downtown Sacramento
Redevelopment Plan, and third- and fourth-floor residential.

"Approved Use"

"Disapproved
Uses"

4. Owner must maintain, for at least 15 years, adequate parking, as described in the Project
Description in the Funding Agreement, to serve the residential occupants of the Project, at the
ratio of one space per residential unit. All other necessary parking shall be provided within a
reasonable distance from the Project.
Owner shall assure that the Property is used only for the following Approved Uses:
Ground floor Agency-approved restaurant or other Agency-approved use, third and fourth floor
residential and second floor as permitted by land use regulations and the Redevelopment, Plan; or
such other uses as approved according to the preceding Special Provisions.
Owner shall assure that the property is not used, in whole or in part, for any of the following
Disapproved Uses:
establishment deriving more than 50% of its net income from liquor sales (except in connection
with an Agency-approved restaurant or use); establishment deriving.more than 5% of its net
income from adult-oriented material, whether for sale, rent or on-site use or viewing; veterinary
hospital or kennels or similar animal-related uses; establishment for sale or rent of funerary
supplies, mortuary or related activities or services; video rental store; arcade exclusively for video
games; bowling alley; manufacturing facility; facility for repair of any appliances, vehicles or
other products, except as insubstantial and incidental to permitted activities; service station for the
sale of gas, oil and related products; facility using, storing or treating hazardous materials; facility
for rent or storage spaces or for warehousing; facility for the housing of passive components such
as digital switching units; and establishments creating nuisances or other activities that
unreasonably intrude upon the peaceful enjoyment of nearby tenants and property owners,
including without limitation bad odors, loud noises, bright lights, substantial numbers of loiterers,
trash and garbage and unhealthful or dangerous situations

THE PARTIES HAVE EXECUTED THIS REGULATORY AGREEMENT in Sacramento, California as of the date first written
above.
OWNER / DEVELOPER : ELLIOTT LOFTS, INC., A
CALIFORNIA CORPORATION

AGENCY: THE REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO

By:

By:

Its:

Thomas V. Lee, Deputy City Manager'
Designated Signatory

EAST END LOFTS, LLC, A CALIFORNIA LIMITED

Approved as to form:.
Agency Counsel

LIABILITY COMPANY

By:
Its:

Approved as to form:
Developer Counsel

Regulatory Agreement - Article II General Provisions

1. REPRESENTATIONS. Agency-has provided good and valuable consideration. The funds used by Agency for the Project
are funds from public funding sources administered by Agency and their use is subject to certain requirements some of
which are embodied in this Regulatory Agreement. This Regulatory Agreement represents a portion of a larger transaction,
and is an inextricable part of the larger transaction. Therefore, Agency has undertaken its obligations conditioned upon
Owner's agreement; for itself and its successors and assigns, to comply with all provisions of this Regulatory Agreement.
Owner has had full opportunity to make itself independently familiar with such limitations and restrictions, and Owner
accepts them and agrees to comply fully with them.
2. COVENANTS. Owner makes the following covenants. Unless Owner has received the prior written consent of Agency
otherwise, Owner shall fully comply with each and every covenant. Except as,otherwise stated in this Regulatory
Agreement, the following covenants shall have a term that is the same as the longest term specified in the Funding
Requirements.
`Owner shall use and shall permit others to use the Property only for the Approved Uses, and uses consistent with the
Redevelopment Plan for the Project Area.
a. Owner shall not use and shall-not permit others to use the Property for any of the Disapproved Uses.
b. Owner shall assure full compliance with the Special Provisions, if any.
c. Owner shall maintain the Property and the building improvements, grounds and equipment of the Property in good
repair and condition and in compliance with all applicable standards and local code requirements. Owner shall keep the
Property reasonably free from graffiti and unrepaired vandalism and from accumulation of abandoned property,. inoperable
vehicles, unenclosed storage, debris, and waste materials. In the event of a casualty loss, Owner shall cause the restoration or
replacement of the Property in a timely manner, provided that such restoration or replacement is then economically feasible. '

d. Owner shall not cause and shall not permit discrimination on the basis of race, color, ancestry, religion, creed, sex,
marital status, or national origin in the sale, lease, or rental or in the use or occupancy of the Property. Owner covenants by
and for himself, his heirs, executors, administrators, and assigns, and all persons claiming under or through them that there
shall be no discrimination against or segregation with reference to the selection, location, number, use or occupancy of
tenants, lessees, subtenants, sublessees, or vendees in the Property.. This covenant against discrimination shall continue in
perpetuity.
e. Owner shall assure compliance with the federal Personal Responsibility and Work Opportunity Act (Public Law
104-193, commonly known as the Welfare Reform Act) prohibiting the Agency funding of federal, state or local benefits to
persons who are not citizens or qualified aliens as defined in the act.
3. RESTRICTION ON. SALES AND LEASES. Developer is prohibited from selling or leasing the Property unless and until the
buyer or ground lease/master lease lessee has executed and the parties have recorded an acknowledgment and acceptance of
this Regulatory Agreement. In any event, any and all successors in interest to the Property are subject to this Regulatory
Agreement.
4. NATURE OF COVENANTS. The provisions contained in this Regulatory Agreement are covenants which subject and
burden the Property, as covenants running with the land. It is intended and agreed that the agreements and covenants
provided in the Agreement shall be covenants running with the land and equitable servitudes on the land and that they shall,
in any event, and without regard to technical classifications or designation, be binding, to the fullest extent permitted by law
and equity, for the benefit and in favor of, and enforceable by, the Agency, the Agency's successors and assigns, any other
governmental entity acting within its authority and any successor in interest to Agency's interest under this Regulatory.
Agreement against the Owner, its successors and assigns and every successor in interest to all or any part of the Property.
5. SUPERSEDING EXISTING COVENANTS, CONDITIONS, & RESTRICTIONS. Excepting the conditions, covenants and
restrictions of the Funding Agreement, this Regulatory Agreement shall supersede any covenants, conditions and
restrictions that have been previously recorded by, or,on behalf of, the Agency against.the Property.

6. TERM. The term of this Regulatory Agreement shall commence on the Effective Date and continue until the terms of all
of the covenants, including without limitation, the terms stated in the Funding Requirements, have expired or otherwise
been terminated, but in any event not later than December 31, 2018.
7. RECORDKEEPING AND REPORTING. Upon written-request of Agency, Owner shall promptly provide any additional
information or documentation to verify Owner's compliance with.the provisions of this Regulatory Agreement.
Additionally; from the effective date of this Agreement and until Developer's receipt of a Certificate of Completion
pursuant to the Funding Agreement, at the written request of the Agency, Owner shall, within a reasonable time following
receipt of such request, furnish reports and shall give specific answers to questions regarding the income, assets, liabilities,
contracts, operations, and condition of the property and their compliance with the Funding Agreement and this Regulatory
Agreement.

8. AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books, contracts, records,
documents and other related items shall at all times be maintained in reasonable condition for audit and shall be subject to
examination by the Agency or its agents during reasonable hours solely for the purpose of reviewing Owner's compliance:
with this Regulatory Agreement. The books and accounts of the operations of the Property and of the Property Owner shall
be kept in accordance with generally accepted accounting principles.
9. INDEMNITY FOR OWNER'S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall-indemnify and hold Agency, its
officers, directors, and employees harmless from any and all liability arising from Owner's failure to comply with the
covenants, conditions and restrictions contained in this Regulatory Agreement and its failure to comply with all other laws,
rules, regulations and restrictions related to the use of any Agency funds; Without limitation, such indemnity shall include
repayment to the Agency of the costs of funds and the value of lost opportunities resulting from the required repayment by
Agency to the funding source of funds improperly used.
10. CHANGES WITHOUT CONSENT OF TENANTS, LESSEES, OR OTHERS. Only Agency and its successors and assigns, and
Owner and its successors and assigns (subject to the reasonable approval of Owner's lender) shall have the right to consent

and agree to changes in, or to eliminate in whole or in part, any of the covenants or restrictions contained in this Agreement.
Such changes or termination shall not require the consent of any easement holder, licensee, other mortgagee, trustee,
beneficiary under a deed of trust or.any other person or entity having any interest less than a fee in the Property.
11. DEFAULT. Upon a breach of any of the provisions of this Regulatory Agreement by Owner, the Agency may give
written notice of such breach to Owner by registered or certified mail. To the extent reasonable under the circumstance, in
the event of any breach, the Agency and Owner shall reasonably endeavor to identify a remedy for such breach by
conference and conciliation. If such violation is not corrected to the satisfaction of Agency within thirty (30) days after the
date such notice is mailed or within such further time as the Agency may reasonably determine is necessary to correct the
breach, and without further notice to Owner, the Agency may declare a default under the Agreement, effective on the date
of such declaration of default, and upon such default the Agency may: (a) take any action then available under the Funding
Agreement for a default under the Funding Agreement and (b) apply to any court for specific performance of this
Regulatory Agreement, for an injunction against any violation of the Agreement, for the appointment of a receiver to take
over and operate the Property in accordance with the terms of this Regulatory Agreement, for money damages or for such
other relief as may be appropriate. The injury to the Agency arising from a default under any of the terms in this
Regulatory Agreement would be irreparable, and the amount of damage would be difficult to ascertain.
a. Agency may institute or prosecute in its own name, any suit Agency may consider advisable in order to compel
performance of any obligation of any owner to develop and maintain the subject property in conformity with this
Regulatory Agreement and to remedy any default of this Regulatory Agreement. Agency may also seek a decree requiring
removal of any improvements constructed on the Property which improvements are designed for uses not permitted under
this Regulatory Agreement and which improvements are suitable only for uses not permitted under this Regulatory
Agreement.
b. The remedies of the Agency under this Regulatory Agreement are cumulative. The exercise of one or more of such
remedies, including, without limitation, remedies under the Funding Agreement shall not be deemed an`election of
remedies and shall not preclude the exercise by the Agency of any one or more of its other remedies.
12. BINDING SUCCESSORS IN INTEREST. This Regulatory Agreement shall bind and the benefits shall inure to the Owner,
its successors in interest and assigns, and to the Agency and its successors for the term of this Regulatory Agreemeni.
13. CONTRADICTORY AGREEMENTS. Owner warrants that he has not, and will not, execute any other agreement with
provisions in contradiction or opposition to the provisions of this Regulatory Agreement, and that, in any event, the
requirements of this Regulatory Agreement are paramount and controlling as to the rights and obligations stated and
supersede any other requirements in conflict with this Regulatory Agreement.

14. ATTORNEYS' FEES. If the services of any attorney are required by any party to secure the performance of this
Regulatory Agreement or otherwise upon the breach or default of another party, or if any judicial remedy or mediation is
necessary to enforce or interpret any provision of this Regulatory Agreement or. the rights and duties of any person in
relation to this Regulatory Agreement, the prevailing party shall be entitled to reasonable attorneys' fees, costs and other
expenses, in addition to any other relief to which such party may.be entitled. Any award of damages following judicial
-remedy or arbitration as a result of this Regulatory 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. The prevailing party
shall mean the party receiving an award in arbitration or a judgment in its favor, unless the award or judgement is less
favorable than the best settlement offered in writing in a reasonable manner by the other party, in which case the prevailing
party is the party making such settlement offer.
15. SEVERa,BILITY. If any term or provision of this Regulatory. Agreement shall, to any extent, be held invalid or
unenforceable, the remainder of this Regulatory Agreement shall not be affected; provided that the intent of the Regulatory
Agreement may then be reasonably fulfilled. In any event, the term or provisions shall be deemed to be invalid only as to
.
the entity and circumstance for which it was held to be invalid.
16. No WAIVER. No waiver by the Agency of any breach of or default under this Regulatory Agreement shall be deemed
to be a waiver of any other or subsequent breach or default.

17. NOTICES. Written notices and other written communications by and between the parties shall be addressed to the
Owner at the Owner Address and to the Agency at the Agency Address or such other address as each respective party has
designated by written notice to the other party.

. Exhibit 5
Elliot Lofts, Inc. OPA
Schedule of Performances
ACTI ON:
Execution of Escrow Instruction
Opening of Escrow
Compliance with OPA requirements for Escrow
Compliance with requirements for close of Lender's financing
escrow
•
Compliance with applicable Regulatory Agreement requirements
Compliance with Escrow Instructions for Close of Escrow
Close of Escrow as defined in Escrow Instructions, including,
without limitation, recordation of the Regulatory Agreement and
disbursement of $600,000 of Agency Funding pursuant to the
Disbursement Schedule attached to the OPA as Exhibit 6.
Final Close of Escrow
Completion of the Project, sufficient to obtain a Certificate of
Occupancy under the OPA
Issuance of a Certificate of Completion

PE R FORMING
PARTY:
Developer and Agency Developer and Agency
Developer and Agency
Developer

O F PE RFORMANCE:
Prior to Opening Escrow
Within 7 days of the Effective Date
At least 24 hours prior to Close of Escrow
At least 24 hours prior to Close of Escrow

Developer and Agency
Developer and Agency
Developer and Agency

At least 24 hours prior to Close of Escrow
At least 24 hours prior to Close of Escrow
Within 60 days after opening Escrow; provided, however that the Escrow shall
remain open solely for the purpose of disbursing a portion of the Agency
Funding, as provided in the Disbursement Schedule.

Agency

Upon disbursement of Agency Funds remaining in the Escrow pursuant to the
Disbursement Schedule
On or before the 540 day after the Effective Date, subject to extensions or
delays as provided in the OPA
Within fifteen (15) days after Developer's request made in accordance with the
OPA and including sufficient evidence of completion of the Project.

Developer
Agency

Exhibit
Elliott Lofts, Inc. OPA
Agency Funding Disbursement Schedule
REGA RD ING

D IS B U RSEMENT O F AGENCY FUN D ING UN D E R TH E OP.

P U RPOSE

AM O UNT
1. Actual balance to be
paid under the contract
with Gail Ervin
Consulting for the Project,
but not to exceed
$16,905.00
2. $583,095.00;
or $600,000.00 reduced
by the actual
reimbursement amount to
Agency in Item 1. above;

For purchase and
redevelopment of a satellite
parking facility for the
Project ("Parking Site")
located at 1015 15th Street

whichever is greater

(APN 006-121-001).

Reimbursement to Agency of
total payment of Gail Ervin
Consulting's fees for
environmental review
services for the Project

TIME
At Close of Escrow

C ON D ITI ONS PR ECE D ENT'
a) Developer has received a copy of the final invoice submitted by Gail Ervin Consulting.

At Close of Escrow

a) Borrower has entered into a binding purchase agreement and opened escrow for the
purchase of the Parking Site, and Escrow agent for the Parking Site purchase escrow has
notified Agency in writing that all conditions precedent, other thari the deposit of the
Agency;;Funding, have been met, and the escrow is prepared to close.
b) Said,amount of Agency funding is to be deposited in the Parking Site purchase escrow

with instructions that provide as follows: (i) The funds are to be used solely for the stated
purpose. (ii) If the funds are not so used within five (5) days, then the funds are to be
immediately returned to the Agency. (iii) Escrow officer for the Parking Site purchase
escrow shall notify Agency of any change. of the date for closing and of any likelihood that
the Escrow will not close.

3. $700,000.00

4. $1,646,932.00, being
the balance of Agency
Funding in Escrow.

For reimbursement of
Developer expenditures for
the Project made prior to the
presentation date
For costs of the Project as
provided in the Agencyapproved Budget. .

5. The actual cost, but in

As determined necessary by

Within five (5) days
after *presentation of
billing statement.
Within five (5) days
after presentation of
billing statement.

• After the Close of

c) If the Parking Site purchase escrow is determined not likely to close, Agency and
Developer shall diligently and reasonably negotiate for alternative parking solutions, at a
cost to Agency not to exceed $600,000, and reduce such agreement to writing, duly
executed by Developer and Agency.
a) Lender's loan commitment has become unconditional, and the Lender is prepared to
advance the first draw on the Lender's loan when due. .
b) Developer presents a billing statement for reimbursement in accordance with the OPA.
a) Developer has executed the loan documents for Lender's Loan.
b) Developer presents a billing statement for reimbursement in accordance with the OPA
and the "Draw Schedule" attached as Exhibit 8: Construction Draw Schedule to the
OPA, but in any event not more often than monthly.
a) Developer elects to replace the glass and presents a billing statement for reimbursement

Conditions Precedent are not meant to be exclusive of any conditions precedent stated in the OPA, but are intended to be in addition to or in clarification of the
conditions precedent to the Agency Funding as stated in the OPA. Each disbursement is!,! conditioned upon having met the Conditions Precedent of the preceding
disbursement

any event not to exceed
$167,162.00. (Agency
Funding is deemed to be
actual amount of
disbursements by the
Agency, and is, therefore,
reduced by the difference
between the actual costs
disbursed and the
maximum disbursement.)
.6. $97,500.00

Developer to attenuate noise
and to provide energy
conservation benefits, subject
to the provisions of the OPA
and subject to Developer's
consideration of the effect of
such replacement glass on the
receipt of rehabilitation tax
credits as provided in the _
OPA
To assist in the physical
preservation of significant
architectural elements of the
historic wall.

Escrow, disbursed
by Agency directly,
within five (5) days
after presentation of
billing statement.

After the Close of
Escrow, disbursed
by Agency directly,
Within five (5) days
after presentation of
billing statement.

in accordance with the OPA, in the actual.cost to replace the Project window glass in floors
two (office) and three (residential).
b) If Developer pursues historic tax credits to include such glass replacement, Developer
has completed the second phase of the historic building rehabilitation tax credit process,
which is the governmental approval of the proposed rehabilitation and development plans
and such replacement of the historic glass is included in such approvals, as evidenced by a
true and correct copy of the confirming letter from the California State Office of Historic
Preservations ("SHPO") to Developer.
Payable: by Agency if (i) Developer removes the historic south wall and is required to
mitigate the impact by physically preserving sections of the wall, and (ii) such removal and
preservation is required for the tenant improvements of the Agency-approved initial tenant,
occupying the space which includes the ornamental south wall. Payment obligation
remains in effect during the lease term of such initial tenant.

C

Exhibit 7
Elliot Lofts, Inc. OPA
Scope of Development

The East End Lofts Project will consist of renovation and adaptive reuse of the historic 45,000
square foot (sf) Elliot Building at 1530 J Street, which is primarily an unfinished partially
reinforced concrete shell historically used as a parking garage and auto repair facility. The
renovation will include seismic stabilization and structural upgrades of the concrete shell;
installatiori'of all-new mechanical systems plumbing, electrical; natural gas and
telecommunications improvements, construction of interior wall partitions and other shell
improvements for Floors 1 and 2, and complete shell and finished tenant improvements for the
existing 3rd Floor and a newly constructed 4`h Floor. A new floor system would be constructed
between Floors'3 and 4 to replace the existing roof. The building program would result,in a
structure of approximately 53,000 sf gross floor area which includes the following uses:
4
1) The First Floor would be renovated for approximately 10,500 net square feet(nsf) of
i-etail with the intention. of attracting at least one, and possibly two, high profile
destination restaurants or other retailers to be approved by the. Economic Development
Director.
2) The Second Floor would be converted to approximately 10,500 nsf of office.
3) The Third Floor, and a newly constructed Fourth Floor (approximately 10,700 and 7,500
nsf, respectively), would be developed into 18 market-rate loft-style housing units.
-4) The approximately 2,000 nsf basement would be used for storage and other uses
associated with the primary restaurant tenant in Retail Space A.
)

Project parking would be developed south of the building on an existing approximately
9600 sf lot (33 spaces) that will be improved and landscaped, and in a small garage and,
surface lot on the same block to the west (1015.15"' St.) that the developers have .'
contracted to purchase (29 spaces) that would also be structurally upgraded, improved
and landscaped. The developers have the right to develop a different satellite parking
solution if approved by. the Agency.

Exhibit 8
Elliott Lofts, Inc. OPA
Construction Draw Schedule
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COMMENT

1.

8/1/02

$ 350,000

Walsh'and Forster Draw No. 1

2.
3.
4.
.
ToTAi. CONSTRUCTION D;^ws

9/1/02
10/1/02
11/1/02

425,000
450,000
421,932
$ 1,646,932

Walsh and Forster Draw No. 2
Walsh and Forster Draw No. 3
Walsh and Forster Draw No. 4
.

,
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Other Agency Funding disbursements as described, in Exhibit 6, Agency Funding Disbursement Schedule

INITIAL STUDY

EAST END LOFTS

MITIGATION MONITORING
AND REPORTING PLAN

REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
The California Environment Quality Act (CEQA) as amended by Chapter 1232 (California 1988:
implementing AB 3180, 1988) provides that a decision making body "shall adopt a reporting or
monitoring program for the changes to the project which it has adopted or made a condition of
approval in order to mitigate or avoid significant effects on the environment".,
The purpose of this mitigation monitoring and reporting plan is to 'ensure compliance with and
effectiveness of the mitigation measures set forth in the adopted Mitigated Negative Declaration for
the East End Lofts Project. This NIlW identifies the impact as it relates back to the Mitigated
Negative Declaration, what the mitigationis, the monitoring,or reporting action for the mitigation
measure, the responsible party for the action, the timing of the monitoring or reporting action, and
how the action will be verified.
The Environmental Manager of the City.of Sacramento will be responsible for maintaining the record
° of compliarice=with this program for-the Downtown Development Group=of the City's Economic
Development Department, which serves as staff to the Redevelopment Agency, of the City of
Sacramento for the Merged Downtown Redevelopment Project Area in which the project is located.
Wher' specified, the Downtown Development Group, working with the developers; shall provide the
appropriate documentation necessary to comply with this.NIlVIRP.

GEC
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EAST END LOFTS

INITIAL STUDY

SECTION V: CULTURAL RESOURCES

Impact V-2:

The project would replace an existing metal roll-up garage door entrance enframed
with black ceramic tile on the 161h Street faqade with a new pedestrian double-door
entrance, leading to offices and living spaces on the upper floors. The door and tiles
were not part of the original building design. Additional shop front• entrances and
decorative metal window awnings may also be added along the 16"' 'Street faqade to
accommodate future retail tenants and add an additional design feature.

Mitigation
V-2

The new entrance and any additional storefront entrances to be added in the future to
the building shall be designed sensitively to work visually with the building and not
detract from its character-defining features, in consultation with the Design Review
and Preservation Board and Preservation Director. The 16`h Street building elevation
shall be photographically recorded according to Historic American Building Survey
standards. (HABS) prior to any further modifications, and the limited HABS placed
on file with the Preservation Department and the HABS in Washington, D.C.
(National Park Service).

MITIGATION / REPORTING PROCEDURE

VERIFICATION PROCEDURE

The Developer shall work with the City Preservation
Director and ORPB to identify the final design of any new
building entrances. or metal window awnings. - The
Developer shall photographically record the building
exterior 'prior to construction. Compliance with all City
conditions and mitigation measures will be required in the
OPA.

Include copy of approved design plans
with City Preservation - Director
concurrence in NIlVIlZP file. File the
limited HABS with the Preservation
Director and the HABS in Washington,
D.C: (National Park Service).

Checked:

Checked:

(initials)

(date)

(initials)

(date)

comments:

Checked:
( initial s)

GEC

( dat e)
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INITIAL STUDY

Impact V-3

EAST END LOFTS

The J Street facade consists of six window bays flanking a central entrance bay. The
current entrance bay has a single wooden frame glass door of approximately 7' by 3',
side lites of approximate 6' by 1.5', and atransom of approximately'3' by 6'. The
entrance is covered by a canopy.that projects about 8 feet over the street. The canopy
will be retained and restored. The project proposes to replace the door,-side lites and
transom with a window/door system that is appropriate to the historic character of the
building. This would be a significant impact.

Mitigation
V-3

The new entrance shall be designed sensitively to work visually with the-building and
not detract from its character-defining features, in consultation with the Design
Review and Preservation Board and Preservation Director. The J Street building '
elevation shall be photographically recorded according to Historic American Building
Survey standards (HABS) prior to any further modifications, and the limited HABS
placed on file with the Preservation Department and the HABS in Washington, D.C.
(National Park Service).

MITIGATION / REPORTING PROCEDURE

VERIFICATION PROCEDURE

The Developer shall work with the City Preservation
Director and DRPB to identify the final design of the J
The Developer shall
Street building entrance.
photographically record the building exterior prior to
construction. Compliance with all City conditions and
mitigation measures will be required in the OPA.

Include copy of approved design plans
with City - Preservation Director
concurrence in MIV4ZP file: File the
limited HABS with 'the Preservation
Director and the HABS in Washington,
D.C. (National Park Service).

Checked:
(initials)

'

Checked:
(date)

. (initials)

(date)

comments:

Checked:.
( init ials)

GEC

(date)
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EAST END LOFTS

INITIAL STUDY

'Impact V-5:

The proposed tenant improvements may include removal of the interior wall on the
south side of the main show room.

Mitigation
V-5

If a commercial tenant requires the removal of interior finishes and features of the'
southern showroom wall, then mitigation of the loss of this wall in the showroom
would include the following:
1.

A limited HABS recordation would be conducted to include recordation of the
interior showroom and its architecturally significant features, with measurements
and photographs that show existing conditions, prior to demolition.

2.

The large arched mirror on the west elevation, ceiling beams and all tile flooring
not affected by seismic retrofitting will remain as part of the project; for re-use in
the new project, thus retaining a portion of the original showroom design and
historic fabric.
-

t

MITIGATION / REPORTING PROCEDURE

VERIFICATION PROCEDURE

The Developer will prepare a limited HABS recordation of the
interior showroom prior to . rehabilitation/construction
activities. Project plans will incorporate retention of the large
arched mirror on the west elevation, ceiling beams and all tile
flooring not affected by seismic retrofitting. Compliance with
all City conditions and mitigation measures will be required in
the OPA.

Include copy of approved design plans
with City Preservation Director
File
concurrence in MMRP file.
limited HABS recordation with the
Preservation Director and the HABS in,
Washington, D.C. (National Park
Service).

Checked:

Checked:

(initials)

(date)

(initials)

(date)

comments:

Checked:
( initials)

GEC

( dat e)
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EAST END LOFTS

INITIAL STUDY

SECTION XI: NOISE

Impact XI-1 Interior noise levels will exceed 47 dB, the maximum level determined to meet health
and safety standards.
Mitigation XI-1:
1. .

Mitigation Requirements for the 4th Floor New Construction:
A. :^

All joints in exterior walls shall be sealed around windows and doors, at the
wall perimeter and at major seams.
All above ground penetrations of exterior walls by electrical'and plumbing
components shall include a minimum 1/8 to 3/8 inch airspace around the
perimeter: This space shall be filled loosely .with fiberglass insulation. The
space shall then be sealed airtight.on both sides of the wall with a resilient,
non-hardening caulking or mastic.
Basic 4`h floor exterior wall construction shall include the followirig,or an
equivalent:
1'. 2" x 6" wood studs at 16 inches on center,
2. Minimum R-19 insulation in the stud cavities,
3. 5/8'-' gypsum wallboard fastened to the interior face of the wood studs.
.:"The wall shall be fully taped, finished and sealed around the perimeter with
acoustical sealant at perimeter of walls, and
4. The exterior surface shall be finished with a minimum 1/2" structural
plywood and 3-coat, 7/8" thick, dense stucco applied over building paper
and wire lath or material with equal or greater surface weight per, square
foot or approved building skin over drain plane.
Windows shall have a minimum STC. rating of 30. Windows shall have an air
infiltration rate,of less than or equal to 0.20 CFM/lin. ft. when tested with a
25 mile an hour wind per ASTM standards.
Sliding glass doors shall have a. minimum STC rating of 29. The door shall
include full seals.
There shall be noneed to open windows, doors or other exterior openings to
provide adequate. ventilation.

Mitigation Requirements for the 3`d Floor Rehabilitation:
A:

Windows shall be. minimum 1/4 inch laminated glass with a minimum STC
rating of 35. Windows shall have an air infiltration rate of less than or equal
to 0. 1.5 CFM/lin. ft. when tested with a 25 mile an hour wind per ASTM
standards.

There shall be only one ope'rable window per room.
C. .: ^,Gaskets shall be added to the operable windows to form a seal...

EAST END LOFTS

INITIAL STUDY

MITIGATION PROCEDURE

VERIFICATION PROCEDURE

The City Building Department will include building
requirements for materials and technique in the
project's construction permits. Compliance with all
City conditions and mitigation measures will be
required in the OPA.

Applicant shall submit copy of
construction conditions to the Downtown
Development Department. The copy of
OPA and construction conditions shall be
included in the MMRP file. Approved
building plans will be kept on file by the
City Building Department.

Checked: (initials)

Checked:
(initials)

comments:

GEC

(date)

(date)
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