333 West Ocean Blvd., 3rd Floor, Long Beach, CA 80802 Phone: 562.570.6615 Fax: 562.570.6215

December 10, 2012

OVERSIGHT BOARD MEMBERS

RECOMMENDATION:

Adopt a resolution approving the decision of the Successor Agency to the
Redevelopment Agency of the City of Long Beach to approve and authorize the City
Manager to execute and take all actions reasonably necessary to implement an
Amended and Restated Owner Participation Agreement with Shoreline Gateway,
LLC, for the development of the Shoreline Gateway Project.

DISCUSSION

On November 5, 2007, the former Redevelopment Agency entered into an Owner
Participation Agreement (OPA) with Shoreline Gateway, LLC, for the development of the
Shoreline Gateway Project on a site located at the northwest corner of Ocean Boulevard
and Alamitos Avenue (Exhibit A — Site Map). Due to the prolonged downturn in the real
estate market, and the pioneering nature of the project, Shoreline Gateway, LLC, was
unable to comply with the Schedule of Performance set forth in the OPA, and development
never began. The City of Long Beach now has the opportunity to stimulate the
redevelopment of this site in support of the original vision, while enhancing the economic
potential for additional property tax revenues.

The Shoreline Gateway Project was approved as a two-phase development. Phase One
(East Tower) included 221 market rate, ownership residential units and 12,600 square feet
of retail space in a 35-story mixed-use tower. Phase Two (West Tower) included a 21-story
mixed-use development. As outlined in the OPA, the development site for Phases One
(East Tower) and Two (West Tower) included a total of five parcels. The City of Long
Beach, as Successor Agency to the Redevelopment Agency of the City of Long Beach
(Successor Agency) owns four parcels, including 777 East Ocean Boulevard (Parcel 1a),
19 Lime Avenue (Parcel 2), 619 East Ocean Boulevard (Parcel 3), and 645 East Ocean
Boulevard (Parcel 4). Shoreline Gateway, LLC, owns the parcel at 635 East Ocean
Boulevard (Parcel 1) (Exhibit B — Site Map with Existing Phasing).

For the development of Phase One (East Tower), Shoreline Gateway, LLC, would have
paid $1,820,000 to acquire Parcel 1a, and $410,000 to acquire subsurface easements
beneath Parcel 2 and Parcel 4. The easements were necessary to construct subterranean
parking for Phase Two (West Tower). The Phase One (East Tower) site also included
portions of Lime Street, Alamitos Avenue, Ocean Boulevard, and Medio Street. Vacations
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of the foregoing rights of way were approved by City Council on February 12, 2008. If
necessary, any required environmental mitigation at Parcel 1a would have been the
responsibility of the former Redevelopment Agency.

Shoreline Gateway, LLC, in its sole discretion, could choose to acquire and construct
Phase Two (West Tower) by exercising a Purchase Option by February 1, 2012. If the
Purchase Option was exercised, Parcel 2, Parcel 3, and Parcel 4 would be conveyed for
$5.75 million, less $410,000 paid for the subterranean easements. These parcels would be
combined with Parcel 1 to complete the development site.

It should be noted that a long-term commitment of tax increment generated by the project
would have been necessary to achieve the negotiated land sale price.

In addition to the terms and conditions of the real estate transaction, the OPA provided a
guarantee by the former Redevelopment Agency of a third-party loan secured by real
property owned by Shoreline Gateway, LLC. The loan was for an amount up to $6 million,
and was needed to fund predevelopment costs.

First Amendment to the OPA

A First Amendment to the OPA was approved by the former Redevelopment Agency on
March 7, 2011. The Amendment included an extension until January 1, 2014 for Shoreline
Gateway, LLC, to purchase the Phase One site. Additionally, the First Amendment
extended the period for Shoreline Gateway, LLC, to exercise the Phase Two Purchase
Option to February 1, 2014.

Amended and Restated OPA

Since the OPA was originally approved in 2007, the recession eliminated sources of
financing for condominium development, the effects of which are still being felt today. The
dissolution of the Redevelopment Agency also eliminated the possibility for additional
financial assistance necessary for a project of this caliber to proceed. As a result, Shoreline
Gateway, LLC, wishes to modify the existing OPA to facilitate the development and to
acknowledge the elimination of additional future financial assistance (tax increment) to
complete this transaction. Since the dissolution of the Redevelopment Agency, Shoreline
Gateway, LLC, has addressed the lack of additional financial assistance by aggressively
revamping the transaction and partnering with credit worthy financial partners. An
Amended and Restated Owner Participation Agreement has been negotiated which would
allow this significant project to proceed and which addresses the following key terms.
Exhibit C summarizes the original transaction compared to the proposed transaction as
follows:

e Switching Phase One and Phase Two: In response to changes in the multi-family
residential financing markets, Shoreline Gateway, LLC, seeks to build Phase Two
(West Tower) first. As proposed, the new Phase One (West Tower) will be an 18-story
mixed-use tower comprised of 221 rental units and approximately 9,500 square feet of
leaseable retail space (Exhibit D — Shoreline Gateway Phase One [West Tower]).
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o Phase One Conveyance: Parcel 2, Parcel 3, and Parcel 4 (owned by the Successor
Agency) would be conveyed to the Participant for $100. This amount is being
considered to allow the Shoreline Gateway Project to move forward without additional
financial assistance from the Successor Agency (which was previously determined as
necessary by the former Redevelopment Agency), and in recognition of the $7.46
million in public revenue that will be generated as described in the Public Benefit
section below. ’

e Phase One Development: As outlined in the Schedule of Performance, Shoreline
Gateway, LLC, shall commence construction of Phase One (West Tower) not later
than two years from the effective date of the Amended and Restated OPA. The
Director of Development Services may approve a one-year extension. Shoreline
Gateway, LLC, will partner with Ledcor Properties Corporation and PNC Realty
Investors for development of Phase One (West Tower). Ledcor, who constructed the
towers at 400 West Ocean Boulevard, will serve as the general contractor. PNC Realty
Investors will provide construction and permanent project financing.

e Phase Two Option: Shoreline Gateway, LLC, shall have one year from the issuance of
a Certificate of Occupancy or a Temporary Certificate of Occupancy for Phase One
(West Tower), whichever occurs first, to exercise an Option to develop the new Phase
Two (East Tower). An additional year may be purchased at two percent of the
purchase price ($36,400), with one percent allocated toward the land price, and one
percent as a non-refundable Option fee.

o Phase Two Conveyance: Parcel 1a (now owned by the Successor Agency) shall be
conveyed for $1,820,000. The conveyance will include those portions of Ocean
Boulevard, Alamitos Avenue, and Medio Street previously vacated. This amount is
consistent with the agreed upon terms of the original OPA and represents fair market
value in accordance with a recent appraisal.

e Phase Two Environmental: Environmental remediation, if required, will be the
obligation of Shoreline Gateway, LLC. The Successor Agency will reimburse Shoreline
Gateway, LLC, up to $1,820,000. Reimbursement would be paid from the
Redevelopment Property Tax Trust Fund, subject to approval of the Oversight Board
and the State Department of Finance.

o Percent for Public Art: The Percent for Public Art Program of the former
Redevelopment Agency remains a Phase 2 requirement under the Amended and
Restated OPA.

e Loan Guarantee: The former Redevelopment Agency was required to fulfill its
obligation per the terms of the $6 million loan guarantee because the timing of the
Agency’s dissolution prohibited additional amendments to the OPA. Had the former
Redevelopment Agency and Shoreline Gateway, LLC, been able to amend the OPA,
this could have prevented a triggering event. The Amended and Restated OPA
proposes to incorporate repayment of the loan into the project through a promissory
note, payable by Shoreline Gateway, LLC, to the Successor Agency. The note will
convert to equity at the completion of Phase |l (East Tower).
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e Option to Purchase: In the event Shoreline Gateway, LLC, fails to close escrow for
Phase | (West Tower), the Amended and Restated OPA provides the Successor
Agency a no-cost Purchase Option to acquire Parcel 1. Upon close of escrow, the
Purchase Option shall convert to a subordinated deed of trust, encumbering the Phase
| (West Tower) properties.

e California Environmental Quality Act (CEQA): On September 18, 2006, the former
Redevelopment Agency certified an Environmental Impact Report (EIR) for the project.
Following certification, the project was revised to address design concerns and reduce
impacts on the surrounding neighborhood. In accordance with CEQA, the revisions
triggered a Supplemental Environmental Impact Report (SEIR) to assess the impacts
of the changes and identify mitigation measures. The SEIR was certified on November
5, 2007.

Furthermore, the Shoreline Gateway Project is located in the Downtown Community
Plan Area, and was also evaluated by the Downtown Plan Program EIR, which was
certified on January 10, 2012. Since Phases One and Two were analyzed in the EIR,
the Supplemental EIR, and the Downtown Plan Program EIR, no further action is
required to comply with CEQA.

Public Benefit

Once complete, the Shoreline Gateway Project will be a landmark in Downtown Long
Beach. It will further revitalize Downtown through the redevelopment of underutilized
property and will provide additional market rate residential units in Downtown. Furthermore,
it will result in added public revenue through the generation of new property tax and higher
land assessed values. To confirm this, the Successor Agency commissioned Keyser
Marston Associates (KMA) to complete an analysis of the property tax that would be
generated by Phase One (West Tower). Over a 15-year period, the net present value of tax
revenue of Phase One (West Tower) calculated at $7.46 million. This was compared
against an alternative scenario where the former Redevelopment Agency properties are
sold on the open market. Based on current market and financial conditions, this scenariois
expected to yield a five-story project with residential and commercial elements generating a
net present value of tax revenue of $2.27 million. When compared to this alternative, and
accounting for a $3 million land payment, Phase One (West Tower), as proposed, is
anticipated to provide $2.14 million in additional property tax revenue over a 15-year
period. This will not only benefit the City of Long Beach, but all other governmental
jurisdictions receiving property taxes.

A Summary Report has been prepared pursuant to Section 33433 of the California Health
and Safety Code, and made available for public inspection. Public hearing notification was
conducted in accordance with Section 6066 of the State of California Government Code.
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This matter was approved by the Successor Agency on November 20, 2012,
SUGGESTED ACTION: -

Approve recommendation.

Respectfully submitted,

PATRICK H. WEST
/f/cw ANAGER

PHW:RMZ:tjk
R:\Successor Agency\OVERSIGHT BOARD\STAFF REPORTS Oversight Board\2012\December 10 - Special Meeting\Shoreline Gateway OPA.doc

Attachments: Exhibit A — Site Map
Exhibit B — Site Map with Existing Phasing
Exhibit C — Shoreline Gateway OPA Comparison
Exhibit D — Shoreline Gateway Phase One (West Tower)
Resolution
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Exhibit D — Shoreline Gateway Phase One (West Tower)
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OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664
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RESOLUTION NO.

A RESOLUTION OF THE OVERSIGHT BOARD OF
THE CITY OF LONG BEACH AS THE SUCCESSOR
AGENCY TO THE REDEVELOPMENT AGENCY OF THE
CITY OF LONG BEACH APPROVING AN AMENDED AND
RESTATED OWNER PARTICIPATION AGREEMENT WITH
SHORELINE GATEWAY, LLC FOR THE DEVELOPMENT
OF THE SHORELINE GATEWAY PROJECT

WHEREAS, on November 5, 2007, the former Redevelopment Agency
(“RDA") entered into an Owner Participation Agreement (“OPA”) with Shoreline Gateway,
LLC for the development of the Shoreline Gateway Project (“Project”) on a site located at
the northwest corner of Ocean Boulevard and Alamitos Avenue; and

WHEREAS, due to the prolonged downturn in the real estate market,
Shoreline Gateway, LLC was unable to comply with the Schedule of Performance set
forth in the OPA and development never began; and

WHEREAS, the Project was approved as a two-phase development; and

WHEREAS, a First Amendment to the OPA was approved by the RDA
which included an extension until January 1, 2014 for Shoreline Gateway, LLC to
purchase the Phase One site and until February 1, 2014 to purchase the Phase Two site;
and

WHEREAS, since the dissolution of the RDA, Shoreline Gateway, LLC, has
addressed the lack of additional financial assistance by aggressively revamping the
transaction and partnering with credit-worthy financial partners; and

WHEREAS, Shoreline Gateway, LLC wishes to modify the existing OPA to
facilitate the development and to acknowledge the elimination of additional future

financial assistance; and

RFA:bg A12-02345
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WHEREAS, this matter was approved by the Successor Agency to the
Redevelopment Agency of the City of Long Beach on November 20, 2012;

NOW, THEREFORE, the Oversight Board of the City of Long Beach as the
Successor Agency to the Redevelopment Agency of the City of Long Beach (“Oversight
Board”) resolves as follows:

Section 1.  Approve the decision of the Successor Agency to the
Redevelopment Agency of the City of Long Beach to execute an Amended and Restated
Owner Participation Agreement, and any other related documents, with Shoreline
Gateway, LLC for the development of the Shoreline Gateway Project.

Section 2.  This resolution shall take effect immediately upon its adoption
by the Oversight Board, and the City Clerk shall certify the vote adopting this resolution.

PASSED, APPROVED, and ADOPTED at a meeting of the Oversight Board
of the City of Long Beach as the Successor Agency to the Redevelopment Agency of the
City of Long Beach held this 10" day of December, 2012 by the following vote:

Ayes:

Noes:

Absent:

Chairperson, Oversight Board

APPROVED:

Secretary, Oversight Board

RFA:bg A12-02345
L:\Apps\CtyLaw32\WPDocs\D015\P018\00357446.DOC




