
COUNCIL AGENDA: 10- 17-06 
ITEM: 7,Y 

c, 
CAI'IKA L 01; SILICON VALLbY 

TO: HONORABLE MAYOR AND FROM: Leslye Krutlto 
CITY COUNCIL 

SUBJECT: SEE BELOW DATE: Seutember 27.2006 

COUNCIL DISTRICT: 2 
SNI AREA: 

SUBJECT: APPROVAL TO ENTER INTO EXCLUSIVE NEGOTIATIONS AND TO 
EXECUTE AN OPTION AGREEMENT FOR THE PURCHASE OF THE 
CITY-OWNED EVANS LANE SITE 

RECOMMENDATION 

It is recoinillended that the City Council adopt a resolution: 

(a) Authorizing the Director of Housing to enter into exclusive ilegotiatioils with Satellite 
Housing, Inc., or its affiliate, for the developinent of a 5.94-acre City-owned site located 
at 2090 Evans Lane; and, 

(b) Authorizing the Director of Housing to negotiate and execute ail Option Agreement for 
the Purchase of Property froin the City of Sail Josk with Satellite Housing, Inc., or its 
affiliate, for the subject property ill the an~ount of $15,507,400. 

OUTCOME 

The reconlilleilded action will allow the timely future developnlent of this parcel, with the 
potential to support restricted affordable and ownership l~ousing units. 

The City owns a 5.94-acre vacant site located 011 the east side of Evans Lane, north of Curtiler 
Avenue. The site is coinprised of two parcels. The City purchased the larger parcel of 
approxiillately 4.94 acres froill the Valley Transportation Authority in December 2002. The 
larger parcel foi-nlerly housed a Recreational Vehicle storage business. The City has owned the 
sillaller parcel of approxiillately one acre since October 2002, when the City Council approved 
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the oversight of the parcel from the General Services Department to the Housiilg Department for 
the purposes of developiilg affordable housing. 

The City was approached by advocates for persoils with hearing impail-inents in 2002 with a 
proposal to illcrease the supply of housing with ameilities targeted to i~ldividuals with hearing 
impairments. The advocates identified a successful model developed in the City of Freinont by 
Satellite Housing, Inc. ("Satellite"), a ilollprofit housing developer based in Berkeley. Worltiilg 
in partnership with Satellite, the City identified a number of potential developinent sites. None 
of the sites investigated proved feasible, based on the combination of size, location attributes and 
price. Housiilg Department staff is requesting authorizatioil to work with Satellite to develop a 
proposal to utilize the City-owned property at Evans Lane to serve the families with one or more 
members with a hearing impairment. 

The Depai-tment's preliminary plan for this site includes developmeilt of an affordable rental 
housing project and an ownership housing development. As a requiremeilt of the General Plan 
Ainendinent adopted by the City Council on September 3, 2002, the site will also include a one 
acre public parlt. 

The optioil price of $15,507,400 for the entire 5.94-acre site is substantiated by an appraisal 
coinpleted by Hulberg and Associates on July 14, 2006. Execution of an Option Agreement 
would convey site coiltrol to Satellite to enable it to apply for fiilailcing for the future project. 
Ultimately, a portion of the site will be coilveyed to the Parlts, Recreation, and IVeigl~borl~ood 
Services Departinent for developineilt of the required 1 .O-acre parlt, and a portion of the site will 
be coilveyed to a developer of ownership housing through a Request for Proposal (RFP) to be 
issued by the Housing Departineilt in the Fall of 2006. The final proposed use of the site, 
affordability levels and required City subsidy will be deteriniiled through the RFP process. 

Pursuailt to the Delegation of Authority granted to the Director of Housing by the City Council, 
the Director of Housiilg approved a $37,000 predevelopmeilt loan to Satellite on June 14, 2006, 
for prelimiilary investigatioil of the site. 

ANALYSIS 

Satellite Housing 

Satellite is a well-respected ilo~lprofit housing developer founded 40 years ago that fi-equently 
focuses on building affordable multifalnily projects for people with special needs such as seniors, 
the deaf, and those with developineiltal disabilities. Satellite worlts throughout the East Bay and 
has a portfolio of 17 properties with 1,215 units. Satellite's properties house more than 1,300 
low-income residents, with the majority eai-iliilg less than $10,000 per year. 

The Housiilg Department supports Satellite as a good choice to enter the San JosC development 
marltet given its track record and its strong focus on serving seniors and special needs 
populations. Satellite's ability to seive these populatioils is aligned with the City's needs for 
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affordable housing for cei-tain segillents of the population as defined in the City's Consolidated 
Plan 2005-2010. 

Ownership Developer 

In the Fall of 2006, the Housing Departinent plans to issue an RFP to the developnlent 
coininunity for the ownership coillponent of the site and will bring a developer recommendation 
to the City Council for approval. Once a developer for the ownership project is selected, the 
Departinent would bring back a recoinmendation to revise Satellite's existing Option Agreement 
to reflect the new developinent proposal. 

Site Conditions and Zoning 

The site is located between the Alinaden Expressway and Highway 87 and is within walking 
distance of the Curtiler Avenue Light Rail Station. The site is zoned LI (Light Industrial Zonillg 
District) with a General Plan land use desipation of High Density Residential (25-50 DUIAC) 
with a floating Public Pal'ldOpen Space designation. The neighborhood has a mix of rental 
housing and coininercial uses, and during the last ten years, several adjacent properties have 
transitioned from cominercial uses to residential uses. It is anticipated that any proposal would 
provide residential uses and a neighborl~ood park. 

An option agreement between the City and Satellite gives the developer site control, allowing it 
the time needed to conduct a predevelopinent assessinent and feasibility studies while pursuing 
land entitleinents jointly with the developer selected for the ownership portion of the site. Any 
fili-ther agreements, including a Disposition and Development Agreement, and any loan 
docuinents, that the City enters into with Satellite, would be contingent upon Satellite's ability to 
obtain Planned Developinent rezoning approval, including all environinental clearances, and 
ultiinate approval from the City Council. In addition, the parcels would be subdivided by the 
developers at a later date once final site plans have been approved by the Housing and Planning, 
Building and Code Enforcement (PBCE) Departments. Public iinproveillent costs and other 
infrastructure costs would be shared between the rental housing and the ownership housing 
developers. 

POLICY ALTERNATIVES 

To arrive at this proposal, which is discussed below the Alternative, staff analyzed the followiilg 
options: 

Alterlzative # I :  Colztlrrct alz RFP colltpetitiolz to cletenrti~ze a developer for. the affordable 
relztal 110 ~isilzg. 

Pros: Allows other developers to respond with a developinent proposal for the site. 

Cons: Other developer respondents may not have as strong a track record in serving 
special needs populations as does Satellite. Because the for-sale developer is to be 
selected via RFP, there is a greater liltelihood of creating a cooperative 
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respondents will better be able to gauge their interest and identify potential 
coordination issues in advance. An W P  mechanism may restrict the Depal-tment 
somewhat in its ability to negotiate a different project concept or site design than 
is proposed in formal bids. 

Reason for not The Department will maximize its influence on the development of this parcel by 
recommending: allowing direct negotiations with a developer that is lu~own to provide a high- 

quality product appropriate for the City's target populations. 

After consideriilg this alternative, Housing Department staff opted to seelt the City Council's 
authorization to enter into exclusive negotiations with Satellite and to execute an Option 
Agreement to give Satellite site control so it may proceed with predevelopment work and seelt 
project financing. Authorizing the Director of Housing to negotiate exclusively with Satellite 
would enable the City to maximize control over the deternlination of the population to be served 
and the site plan to be approved. Approving Satellite Housing as a development partner would 
also strengthen its capacity to engage in further affordable housing development projects in San 
JosC, and is very likely to result in a high-quality affordable housing project. 

PUBLIC OUTREACH 

Criteria 1:  Requires Council action on the use of public funds equal to $1 million or greater. 
(Required: Website Posting) 

Criteria 2: Adoption of a new or revised policy that may have iillplications for public health, 
safety, quality of life, or f i ~ ~ a ~ ~ c i a l / e c o ~ ~ o n ~ i c  vitality of the City. (Required: E-mail and 
Website Posting) 

Criteria 3: Co~lsideration of proposed changes to service delivery, programs, staffing that 
may have impacts to con~munity services and have been identified by staff, Council or a 
Conlnlunity group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

This item does not meet any of the criteria above, as the recommended actioils do not involve the 
use of public funds, a new policy, or proposed changes to service delivery or programs. 

This report will be posted to the City's website for the October 17, 2006, City Council Agenda. 
Public outreach will be held as part of the Planned Developn~ent rezoning process, which the 
developers together will undertalte as part of the development process. 

COORDINATION 

This memoranduill has been coordinated with the City Attorney's Office and the Departmeilt of 
Planning, Building and Code Enforcement. 
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FISCALIPOLICY ALIGNMENT 

The recoinmended action is consisteilt with the Housing Department's Five-Year Investment 
Plan, Fiscal Years 2002-07, conceniing the Department's housing production goals. 

COST IMPLICATIONS 

The recoi~ii~iended action will have no cost implications to the City. 

CEQA 

Mitigated Negative Declaration, File No, GP02-06-02b 

Director of Housing 

Attachment 

For questions, please contact Leslye Krutlto, Director of Housiilg at 408-535-3851. 



Location Mar> 

2090 Evans Lane 




