
MEMORANDUM -- CITY OF PASADENA 

DATE: MAY 21,2007 

TO: CITY COUNCIL 

FROM: CYNTHIA J. KURTZ, CITY MANAGER 

RE: HERITAGE SQUARE DEVELOPER EVALUATION 

This memorandum is to provide additional background and clarity on the separate 
developer evaluation processes undertaken by the Developer Selection Committee and 
the Staff/Consultant Review Team with respect to the Heritage Square Request For 
Proposals (RFP) competition, as well as to respond to other related items as requested by 
the City Council. 

The staff recommendation contained in the Heritage Square agenda report for the 
Commission meeting of April 30,2007 indicated a 60 day exclusive negotiation period to 
reach a draft term sheet. At that meeting, staff modified this element of its 
recommendation to include a 120 day exclusive negotiation period with the following 
parameters; Staff would return to council on the 6oth day with a progress report. On the 
9oth day, a term sheet would be negotiated with the developer and by the 1 2oth day, a 
Disposition and Development Agreement would be reached. This timeline is consistent 
with the timeline prescribed within the RFP. 

What type of project was requested in the RFP and Subsequent Amendment? 

The RFP, as approved by the Pasadena Community Development Commission 
("Commission") at its regular meeting on October 23, 2006, was issued on November 8, 
2006 to solicit proposals for the construction of a mixed-use development on the 
Commission-owned 2.82 acre Heritage Square site. As set forth in the RFP and in a 
correspondence dated February 26,2007 from Assistant City Manager Brian Williams, 
the development parameters include the following: 

a) rentallownership housing mix of 67% 133%; 
b) housing for a varied mix of income groups (affordable, workforce, market 

rate), with affordable units making up the majority of the housing component; 
c) senior housing shall be majority of the housing component, but a sizeable 

portion should be for non-seniors; the project should not be all senior. 
d) density not to exceed 148 units (which includes a maximum 35% density 

bonus); 
e) commercial space - 20,000 sq. ft.; and 
f )  community space - 2,000 sq. ft. 
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Generally, what is proposed by the two proposers? 

The BakewellICentury Housing proposal includes a total of 134 senior rental, 
condominium, and family units, 40 of which are proposed in a senior apartment, and 94 
of which are included in a condominium project consisting of 2 1 senior units and 73 
family units. 100% of the units are incon~e-restricted (very-low, low-income, and 
workforce). The unit mix is 30% rental and 70% ownership. The proposal includes 
20,000 s.f. of ground level commercial space. 

The Southern California Housing/Triad/Union Station Foundation proposal includes a 
total of 148 senior units, 99 of which are proposed in a senior apartment building, and 49 
of which are proposed in a condominiun~ component of the project. 100% of the units are 
income-restricted (very-low and moderate). The unit mix is 67% rental and 33% 
ownership. This proposal further includes a 22 unit (20 units are proposed to be very low 
income and 1 unit to be reserved for a resident manager), family rental add-option. 
40,554 s.f. of commercial space is included in this proposal. 

Who was on the Developer Selection Committee and how did it operate? 

The Developer Selection Committee (DSC) was a 15-member body comprised of 
representatives from City cornmissions and advisory bodies, community members and 
persons with specific professional expertise in the fields of development, design, 
financing, and planning. A DSC member roster is attached to this memorandum as 
Exhibit "A". 

Six meetings of the DSC were convened from December 2006 through April 2007, as 
shown in Exhibit "B". Housing staff was present at each of these meetings as a resource 
and administrative support. Generally, the support provided by Housing staff included 
preparation of the meeting agenda, taking action minutes of the meetings, preparation of 
documents as directed by the DSC (c.g., mission statement, member roster, evaluation 
instrument, Review Team Assessment. correspondence), and performing public outreach 
for the DSC 313 1/07 and City Council 4/3/07 meetings). 

Presentations were made by the City's financial and design consultants at the Developer 
Selection Committee (DSC) meeting of January 24, 2007. The purpose of the 
presentations was to provide the DSC and staff with the general framework to be 
employed by the respective consultants in their analysis of the developer proposals. 
Design consultant Marc Futtern~an (Futterman & Associates), who assisted staff in the 
development of the RFP, discussed the various design and planning criteria specified in 
the RFP including site planning, building design, property configuration, residential and 
non-residential component, \rchicular features, and massing and height features. 
Financial consultant Julie Rollley (Kcysel- Marston Associates) summarized the four 
Heritage Square proposals, provided an overview on the basics of housing pro forma 
analysis, and described the various financial elements that KMA would be evaluating in 
the Heritage Square proposals (c,g., reasonableness of construction costs and market 
rentslsales prices; use of correct aflbrdable and workforce rentslsales prices; 



reasonableness of developer profitlreturn on investment; other funding sources proposed; 
amount and terms of land write-down and financial assistance requested from the City). 
Complete sets of developer proposals (original response to RFP plus subsequent response 
to City's February 23,2007 request for modifications) were distributed to the Developer 
Selection Committee (DSC) at their niceting of March 23, 2007. At this meeting the 
DSC also approved the Evaluation Instrument used to evaluate and score each proposal. 
A form of the DSC Evaluation Instrument is attached as Exhibit "C". The evaluation 
criteria employed in the DSC Evaluation Instrument are consistent with those set forth in 
the Heritage Square Request For Proposals. 

Also, on March 28,2007, staff/consultant Review Team Assessment documents (Exhibit 
"Em of "Heritage Square" agenda report dated April 30, 2007 to Commission) were 
transmitted to DSC members to assist their evaluation of the proposals. At their March 
3 1,2007 meeting, the DSC received sclicduled in-person presentations from the four 
development teams. Each team was allotted 30 minutes for their presentation and 30 
minutes for question-and-answer, followed with a period of closed discussion by the 
DSC. During the question-and-answer and closed discussion periods, a range of items 
were reviewed, including project economics and financing, design for seniors, unit 
density, and project management policies. At the end of the day-long meeting, DSC 
members individually completed and scored an Evaluation Instrument for each of the 
four proposers. Members of the StafS'/(.'onsultant Review team were present at this 
meeting as a resource, but did not e\.aluate or rank the developer proposals. Audio tapes 
of the March 3 1" proceedings were previously forwarded to members of the Council. A 
letter was transmitted by the Chair of'thc Developer Selection Committee, John Kennedy, 
indicating the results of the Developcr Selection Committee evaluation. 

How did the Staff / Consultant Review Team conduct its review? 

Subsequent to the DSC making its dc~~cloper selection, the StaffIConsultant Review 
Team ("Review Team") finalized its evaluation of the development proposals during the 
week of April 16, 2007. The Review 'l'ean~ employed the evaluation criteria and scoring 
system as set forth in the Heritage Squarc Request For Proposals: 

Administrative Capacity (30 points total) 
Project Financing: Feasibilit~~/Reasol~ableness (30 points total) 
Project Design and Neighbol-hood ImpactlSensitivity (30 points total) 
Local Business Preference ( I  0 points total) 

The Review Team's evaluation of thc proposals in the Project Financing category 
included: a) extent to which proposcr provides commitment of other funding sources; b) 
development costs per unit; c) amount of financing gap after the Commission land (or 
land value) contribution; and d) ability to repay Commission land contribution. These 
items were reviewed by Keyser Marston Associates and reported in their financial 
analyses of the four proposals. As  K V A  noted at the Commission's April 30, 2007 
meeting, however, the comparabilitj bctween proposals of these sub-criteria is difficult 
because they are based on variables and assumptions specific to the individual projects 



(e.g., affordable-workforce-market mix. specific level of affordable units, rental- 
ownership mix, etc.). In this regard. the proposals encompass a wide range of housing 
mixes. 

The Review Team's evaluation oi'thc proposals in the Project Design category included 
an assessment of each proposed project's conformance with stated development mix 
parameters: a) total units not exceeding 148; b) senior units comprising a majority of the 
residential component (i.e., at least 5 1%) but not 100%); c) 67% / 33% rental/ownership 
mix; d) commercial space - 20:000 s.C: and e) community space - 2,000 s.f. Also part of 
the Project Design evaluation was the extent to which a project conforms to development 
standards set forth in tlie Zoning Codc and tlie Fair Oakdorange Grove Specific Plan. 
Each proposed project was evaluated against a set of 48 City development standards 
(e.g., landscaping as integral part of design: density at 40 units per acre; compliance with 
setback, parking and open space standards: 20% ground floor frontage devoted to 
nonresidential uses). 

What is the membership of the Atlv ison~ Committees that reviewed the Staff 
recommendation? 

As requested, the current membership rost~rs  of the Fair Oaks Project Area Committee, 
the Northwest Commission. and the Community Development Committee are attached as 
Exhibit "D". 

What is the current status of thc property acquisition? 

In July 2006 the Commission grantcd ai~tliority to staff to negotiate the acquisition of the 
two southernmost parcels at tlie I Icri~agc Scluare site. The escrow for the Commission's 
acquisition of the Brown AME Church parcel closed on May 8,2007 and the structure 
has been boarded. It is anticipated that the purchase agreement for the Church's Chicken 
site will be finalized and trans~nittcd to thc property owner during the week of May 21, 
2007. 

What is the current value of the 1:1nd'? 

Based on the recent appraisal perfonnccl b ~ '  Valentine Appraisal & Associates, the 
concluded fair market value of tlie 1-lcritage Square development site is $1 3,440,000. 

What additional information would be gained by conducting a further review of the 
proposals? 

Should Council direct further revie\\ ol'morc than one proposal, the additional 
information requested would bc: 

a. Clarification of the role of cacli partner within each of the development teams 



The clarification would also includc the extent to which the various corporate 
entities have previously ~ /osked  together as a development team. 

b. The extent of which the current proposals could be adjusted to meet the city's 
preferences in housing type and affordability. 

The city preferred option is a mix of workforce, senior ownership and senior 
rental housing. Whilc the majority of the senior housing should be affordable, the 
City is open to market rate units to assist with closing the gap. The preferred 
workforce housing would bc t\\o and three bedroom townhouses on the north 
portion of the site. 

c. The capacity of each proposcr to build the proposed city project including the 
ability of the proposer to obtain necessary "gap" funding through the use of New 
Market Tax Credits and othcr non-Commission sources. 

d. The extent to which the proposcr has previously met local hiring goals. 




















