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_____________________________________________________________________ 
 
ISSUE(S) 
 
Will the Council and the Redevelopment Agency approve the Disposition and Development 
Agreement (DDA) with Museum on the Square, LLC (Developer), for the sale and 
redevelopment of the former AT&T site (Site), located at 520 Third Street? 

COUNCIL AND REDEVELOPMENT AGENCY GOALS 

1. Per the Santa Rosa Center Redevelopment Plan, the Council and Redevelopment Agency 
are responsible to assist in removing physical and economic blighting influences.  The public 
objectives for the AT&T site are:  24-hour downtown/living; employment/job center; out of 
town visitors; attract local shoppers; public use/non-profit/education. 

2. Per the adopted Council Goals and Strategic Plan, the City desires to create and sustain a 
vital downtown, a strong economic base, a positive business model for a sustainable carbon 
neutral community that points out the advantages of living, working and doing business in 
Santa Rosa, as well as aggressive additions to the Economic Sustainability Work Plan that 
includes using redevelopment tools for the AT&T building. 

3. Development of the AT&T Site as a mixed-use, infill project fulfills the Council and Agency 
goals listed above because it reduces physical and economic blighting influences; promotes 
additional cultural, employment, residential and economic activity downtown; helps reduce 
carbon generation as evidenced by the expectation that the building will achieve LEED Gold 
status; and provides new jobs and residential units with access to various modes of 
alternative transportation (Transit Mall, SMART rail station, various off-street 
bicycle/pedestrian routes).    

BACKGROUND 

1. The Agency purchased the site in 2007 to: (a) mitigate blighting influences; (b) prevent a 
speculative purchase and potentially incompatible uses; and (c) be able to control and plan 
for the long term use of the building to benefit the downtown area.  The building, which was 
previously used by AT&T to house its switching equipment, was occupied by about 300 
employees.  It has been vacant and unused for over fifteen years.   
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2. The Agency analyzed the site’s physical and economic opportunities and constraints, invited 
community participation, and then issued a Request for Qualifications (RFQ) to seek a 
development partner.  In early 2010, following a recommendation by a selection committee 
comprised of Council members and Agency members, the Agency selected Museum on the 
Square, LLC, as the most qualified development team to proceed with the Agency to 
redevelop the property, and entered into an Exclusive Right to Negotiate Agreement.   

 
3. Community Redevelopment Law requires the Agency and the Council approve the DDA.   
 
ANALYSIS 
 
1. Disposition and Development Agreement.  The DDA is the actual document under 

consideration for approval by the Council and Agency Board.  The DDA provides the terms 
under which the Agency will sell the Site to the Developer for the development of the 
Project.   

The DDA provides that the Agency will sell the Site to the Developer in its "as-is" condition 
for $1,930,000.  This price reflects the Developer’s offer of $2.1 million less the developer’s 
anticipated cost of removing asbestos and lead-based paint from the building.  The sales 
price is within the range of the site’s fair market value at its highest and best use, as 
determined by a State certified appraiser retained by the Agency.  The sale of the Site is 
conditioned on the requirement that the Developer actually develop the project that they 
have proposed to the Agency (Project), which is described in greater detail below.  Before 
the Agency will convey the Site to the Developer, however, the Developer must satisfy a 
number of conditions intended to ensure that the Developer will be able to construct the 
Project.   

Before the Agency will convey the Site to the Developer, the Developer must (a) 
demonstrate to the Agency's satisfaction that it has secured the financing required to 
develop the Project; (b) obtain all discretionary permits and land use approvals required for 
the development of the Site; (c) enter into an agreement with Sonoma County Museum 
(SCM) ensuring that the Developer will donate space to SCM for use as an art museum, and 
ensuring that SCM will in fact operate that space as an art museum; and (d) be in a position 
to close its construction loan for the Project simultaneously with the conveyance of the Site, 
and commence construction of the Project within ninety days of the close of escrow.   

Once the Site is conveyed to the Developer, the Developer is required to complete the 
Project within 18 months. 
 

2. Project Description.  The proposed Project is located at 520 Third Street (location graphics 
are attached).  Under the terms of the DDA, the Developer will rehabilitate and adapt the 
existing building as a mixed-use, infill development, utilizing the existing structure consisting 
of a basement level below ground, and five floors above ground level, and adding up to five 
floors on top of the existing structure.  The ground floor will be adapted to include space that 
will be owned and operated as an art museum by the SCM; separate restaurant space, and 
a driveway providing access from Third Street to parking at the rear.  The driveway space 
may be adapted for use as additional restaurant or commercial space in the event that the 
Developer is able to access the rear parking from a location other than Third Street in the 
future.  Floors 2- 5 of the existing structure will be adapted for office or other commercial 
uses.  The basement of the building will be used to provide some parking spaces for the 
residential tenants, mechanical and storage uses for the building and its tenants, and may 
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be used for additional commercial purposes.  The additional floors, which would be 
constructed on top of the existing structure, will include between 38 and 45 residential 
apartments.  The improvements will further include an outdoor art installation to be created 
by Ned Kahn and constructed on top of the additional floors.  A more detailed description 
and conceptual project graphics are attached.  
  

3. The proposed Project maximizes the leveraging of Agency funds and creates significant 
economic impacts.  The Project will generate: 

• Net revenue to the Agency of approximately $400,000.  The Agency’s cost of about 
$1.1 million is offset by estimated redevelopment revenues of $1.5 million.  The 
Agency acquired the property for $3,000,000 and conducted $63,000 of due 
diligence studies.  The proposed sales price is $1,930,000. 

• Net revenue to the City over a 10-year period of  approximately $1.2 million;   

• Annual, local private-sector economic activity of about $68.5 million; and 

• Job opportunities estimated at a total of 784 jobs, of which 523 are long term and 
261 are construction related jobs. 

4. Public involvement has consisted of eight public Agency and Council meetings, two public 
workshops, a pre-application community meeting, and access to City website and City staff.  
Additional public meetings will be held through the entitlement approval process. 

5. The Agency prepared a summary report that describes the cost of the DDA to the Agency, 
the estimated property value, and other information Pursuant to CRL Section 33433. 

 
6. The Project implements the Redevelopment Plan and Five-Year Implementation Plan, and is 

consistent with General Plan, Downtown Station Area Specific Plan, and Zoning Code. 
 
7. The project meets the conditions for a Categorical Exemption, Class 32 (In-Fill Development 

Projects), CEQA Guidelines Section 15332. 
 
8. Following approval of the DDA, the Developer will submit its application for design review 

approvals for the Project, and continue with its efforts to secure the financing required for 
the Site.  Agency staff and the Developer will diligently work to satisfy the conditions of sale.  

RECOMMENDATION 

It is recommended by the Department of Economic Development and Housing that the Council 
and Agency, by resolutions, approve the Disposition and Development Agreement with Museum 
on the Square, LLC, for the sale and redevelopment of the Site, located at 520 Third Street. 

 

Author:  Frank Kasimov 
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Attachments: 
 

• Redevelopment Agency Resolution 
• Locational graphics 
• Project description and conceptual Project graphics 
• Disposition and Development Agreement 
• Appraisal Valuation Letter 
• Summary Report Pursuant to CRL Section 33433  
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SUMMARY REPORT PURSUANT TO 
SECTION 33433 

OF THE 
CALIFORNIA COMMUNITY REDEVELOPMENT LAW 

ON A 
DISPOSITION AND DEVELOPMENT AGREEMENT BY AND BETWEEN 

THE REDEVELOPMENT AGENCY OF 
THE CITY OF SANTA ROSA 

AND 
MUSEUM ON THE SQUARE, LLC,  

A CALIFORNIA LIMITED LIABILITY COMPANY 
 
 
I. INTRODUCTION 
 
The California Health and Safety Code, Section 33433, requires that if a redevelopment agency 
wishes to sell or lease property to which it holds title and if that property was acquired in whole 
or in part with property tax increment funds, the agency must first secure approval of the 
proposed sale or lease agreement from its local legislative body after a public hearing. A copy of 
the proposed sale or lease agreement and a summary report that describes and contains 
specific financing elements of the proposed transaction will be available for public inspection 
prior to the public hearing. As contained in the Code, the following information will be included in 
the summary report: 
 

1. The cost of the agreement to the redevelopment agency, including land acquisition 
costs, clearance costs, relocation costs, the costs of any improvements to be provided 
by the agency, plus the expected interest on any loans or bonds to finance the 
agreement; 

 
2. The estimated value of the interest to be conveyed, determined at the highest and best 

use permitted under the redevelopment plan; 
 

3. The estimated value of the interest to be conveyed in accordance with the uses, 
covenants, and development costs required under the proposed agreement with the 
Agency, i.e., the reuse value of the site; 

 
4. An explanation of why the sale of the property will assist in the elimination of blight; and 
 
5. If the sale price is less than the fair market value of the interest to be conveyed, 

determined at the highest and best use consistent with the redevelopment plan, then the 
agency will provide as part of the summary an explanation of the reasons for the 
difference. 



 

This report outlines the salient parts of the proposed Disposition and Development Agreement 
(Agreement) by and between the City of Santa Rosa Redevelopment Agency (Agency) and 
Museum on the Square, LLC, a California limited liability company (MOS). Under this 
agreement, Museum on the Square, LLC will rehabilitate and reuse the subject property in 
downtown Santa Rosa for the development, ownership, operation, and maintenance of 
commercial and residential space. The purpose of this analysis is to determine the costs of the 
Agreement to the Agency. 
 
This report is based upon information in the proposed Agreement and is organized into the 
following six sections: 
 

1. Summary of the Proposed Agreement – This section includes a description of the site, 
the proposed development and major responsibilities of the Agency and Museum on the 
Square, LLC.  

 
2. Cost of the Agreement to the Agency – This section outlines the cost of the 

Agreement to the Agency for costs associated with the Agreement between Museum on 
the Square, LLC and the Agency.  

 
3. Estimated Value of the Interest to be Conveyed – This section summarizes the value 

of the interest to be conveyed to Museum on the Square, LLC. 
 
4. Consideration Received and Reasons Therefore – This section describes the 

consideration to be paid by Museum on the Square, LLC to the Agency. It also contains 
a comparison of the consideration and the fair market value at the highest and best use 
consistent with the redevelopment plan for the interests conveyed. 

 
5. Elimination of Blight – This section includes an explanation of why the sale of the 

property will assist in the elimination of blight and the supporting facts and materials. 
 

6. Conformance with Five-Year Implementation Plan – This section describes how the 
Agreement is in conformance with the Agency’s Five-Year Implementation Plan. 
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II. SUMMARY OF THE PROPOSED AGREEMENT 
 
A. Description of the Property and Project 
 
Property 
 
The Property (“Property”) is referred to as the AT&T Building and is located within the Santa Rosa 
Center Redevelopment Project Area Phase II at 520 Third Street. Prior to the purchase of the 
Property by the Santa Rosa Redevelopment Agency in 2007, the Property had been owned by 
AT&T since 1972 and was previously used by AT&T to house switching equipment as part of 
AT&T's telephone network. The Property has been vacant and underutilized for over fifteen years.  
 
The site is approximately 25,230 square feet. An existing building with a footprint of 
approximately 16,500 square feet plus a asphalt parking area occupy the site, covering close to 
100% of the site area. The existing building contains one floor below ground level and 5 floors at 
or above ground level, totaling approximately 99,800 square feet. Construction type is concrete 
and steel. Building height is 82-83 feet, including roof parapet, depending on which frontage 
grade is measured from. The building is served with sewer, water, and electricity.  
 
The site is surrounded by urban uses. Adjacent uses include a telephone communications 
facility, approximately 90 feet tall with rooftop communications towers, a three-story vacant 
office building, a 14-screen cinema, a multi-story public parking structure with 720 spaces on 
seven levels, Third Street, Courthouse Square (the city’s central plaza), and the bus transit mall 
with 525 buses serving approximately 12,000 average weekday passengers per 18 hour day. A 
regional shopping mall is located approximately 1 block west. 
 
Developer – Museum on the Square, LLC (MOS) 
 
The buyer is Museum on the Square, LLC, a California limited liability company. Managing 
members of MOS are Hugh Futrell and Bill Carle. Hugh Futrell and Bill Carle, or entities wholly 
owned by Hugh Futrell and Bill Carle, own a controlling interest in the Developer either by 
ownership of shares, control rights or status as the managing member. 
 
Project 
 
The proposed project (“Project”) will adapt and re-use the existing building for cultural, 
commercial, and residential purposes. In particular, MOS proposed the following modifications 
to the existing building: 
 

 Basement: The existing basement is approximately 16,000 square feet and may be 
expanded. The basement will be used for mechanical and storage purposes associated 
with the building and its tenants, for parking for the residential units contained in the 
building, and may be used for additional commercial purposes.   
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 Ground Floor: The ground floor will include the building lobby and vertical circulation for 
the building, between 7,000-9,000 square feet of Museum Space, and restaurant space 
of 1,100-2,500 square feet. There will also be flexible space to provide access for 
residential tenants to the parking at the rear of the Site from Third Street, or in the event 
that the Developer is able to secure access to the parking in the rear of the Site through 
other means, for additional restaurant or other commercial purposes.  

 
 Floors 2-5: 15,780 to 16,050 square feet floor plate for a total of approximately 63,590 

square feet of commercial office space. The proposed square footage is slightly less 
than current footage of these floors. This reduction is due to anticipated introduction of 
small insets into existing façade.  

 
 Additional Floors. Up to five additional floors, bringing total height to no more than 148 

feet, will be provided. The additional floors will provide not less than 38 multifamily 
residential units, and additional office or commercial space to the extent available. An 
outdoor art installation created by Ned Kahn will be constructed on top of the additional 
floors. 

  
B. Agency Responsibilities 
 
The Agency’s responsibilities include: 
 

1. Review, subject to the terms of the Agreement, all architectural plans and drawings, 
including subsequent changes. The Agency agrees that the Developer needs to submit 
plans and submissions for architectural and planning review only to the Agency, and the 
Agency will responsible to obtain any architectural and planning review required by any 
agency, department, board or commission of the City within the times required for review 
of such plans and submissions, provided, however, that nothing will relieve the 
Developer of any obligation to submit plans and submissions for special development 
permits or building permits to City departments or other public agencies. 
 

2. Approve or disapprove the plans, drawings and related documents referred to in the 
Agreement, as well as any substantial changes to these documents, within the times 
established in the Schedule of Performance. Failure by the Agency to either approve or 
disapprove within the times established in the Schedule of Performance will be deemed 
an approval. Any disapproval will state in writing the reasons for disapproval and the 
changes that the Agency requests be made. 

  
3. Approve or disapprove of any changes in the members of MOS, the Developer, that 

results in Hugh Futrell and Bill Carle, or entities wholly owned by Hugh Futrell and Bill 
Carle, owning less than a controlling interest in the Developer either by ownership of 
shares, control rights or status as the managing member. 
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4. In the event that the Developer acts to remove asbestos and lead-based paint from the 
Property prior to the Close of Escrow in accordance with and as permitted under the 
Agreement, the Agency will release Deposit funds from time to time in an amount equal 
to the actual costs of the remediation work, not to exceed the total Deposit amount, upon 
receipt of documentation satisfactory to the Agency demonstrating that the Deposit 
funds are being released for actual removal of asbestos, that the amount requested for 
release is equal to the amount actually spent by Developer on such removal work, and 
that such work is complete. Such documentation will include but is not limited to copies 
of the contract or contracts for such removal work, invoices for such work and receipts 
for payment of invoices and other documentation as may be reasonably requested by 
Agency.  

   
5. Approve the agreement between the Developer and Sonoma County Museum (SCM) for 

conveyance of a condominium parcel (“the Museum Space”) to SCM for the operation of 
an art museum that includes the terms and conditions as generally described in the 
Agreement. The Museum Space will be improved by the Developer as separate shell 
space, with HVAC, plumbing and electrical stubs to the Museum Space, suitable in 
design and performance to allow for the special humidity and temperature needs of a 
museum and allow for a separate security system. The Museum Space will be donated 
to Sonoma County Museum by the Developer at no cost. The Developer will retain a 
reversionary right in the Museum Space that will require, following commencement of 
operation of the museum by SCM, the Museum Space to revert to the Developer in the 
event that SCM fails to operate an art museum in the Museum Space for a period in 
excess of 90 days, subject to reasonable exceptions for remodeling or renovation of the 
Museum Space and similar temporary closures. The Agency will be included in the 
Developer/SCM Agreement as a third party beneficiary, with rights to enforce any rights 
of the Developer. The Developer/SCM Agreement will be subject to review and written 
approval by the Agency to ensure consistency with this subdivision prior to Close of 
Escrow, which approval will not be unreasonably withheld. 

 
6. The Agency will convey to the Developer fee simple title to the Site free and clear of all 

recorded liens, encumbrances, assessments, leases and taxes except as are consistent 
with the Agreement.  

 
Subject to the specific terms and conditions stated in the Agreement, the Agency will convey the 
Property to the Developer once the following conditions are satisfied: 
 

1. Developer has submitted to Agency evidence reasonably satisfactory to Agency that 
Developer has obtained binding commitments for the equity capital and mortgage 
financing necessary to finance development of the Project.  
 

2. Developer is not in default of any of its obligations under the terms of the Agreement.  
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3. There is no litigation pending with respect to the Agreement or any City approvals 
related to the Development, the outcome of which could materially interfere with the 
development of the Property as set forth in the Agreement. 
 

4. Developer has obtained all discretionary permits and land use approvals required for the 
development of the Project pursuant to the Agreement and demolition and building 
permits required for the development of the Site are ready to be issued, subject only to 
payment of required permit fees by Developer. Any applicable appeal periods will have 
expired. 
 

5. Developer and Sonoma County Museum (SCM) have entered into an Agency approved 
agreement. 
 

6. Developer has demonstrated to the reasonable satisfaction of the Agency that 
Developer is in a position to commence construction of the Development within thirty 
(30) days following Close of Escrow. 

 
The Agency will pay in escrow to the Escrow Agent the following fees, charges and costs 
promptly after the Escrow Agent has notified the Agency of the amount of such fees, charges 
and costs, but not earlier than ten (10) days prior to the scheduled date for the close of escrow: 
 

1. Costs necessary to place the title to the Site in the condition for conveyance required by 
the provisions of this Agreement; 

2. One-half (1/2) of the escrow fee, cost of drawing the deed, recording fees, and notary 
fees; 

 
3. Ad valorem taxes, if any, upon the Site for any time prior to conveyance of title; and 
 
4. Any state, county or city documentary transfer tax. 

 
C. Museum on the Square, LLC Responsibilities 
 
Subject to the specific terms and conditions stated in the Agreement, the responsibilities of 
Museum on the Square, LLC under the proposed Agreement are as follows: 
 

1. Prior to or simultaneously with the execution of the Agreement by the Agency, deliver to 
the Agency a deposit (“Deposit”) in the amount of $40,000 as security for the 
performance of the obligations of the Developer to be performed . 

 
2. Within the time set forth in the Schedule of Performance in the Agreement, prepare and 

submit to the Agency for review and written approval Basic Concept Drawings and 
related documents containing the overall plan for development of the Site. The Basic 
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Concept Drawings will conform to the Agreement, including the Scope of Development 
in the Agreement and any presentation materials or plans approved by the Agency at the 
time of execution of the Agreement 
   

3. Prepare and submit construction plans, drawings and related documents to the Agency 
for architectural and planning review and written approval as and at the times 
established in the Schedule of Performance. The construction plans, drawings and 
related documents will be submitted in sufficient detail to obtain a building permit. The 
Construction plans and drawings will be consistent with any design review approvals 
granted by the Agency. 
 

4. Prepare and submit to the Agency for its approval preliminary and final landscaping and 
finish grading plans. Such preliminary and final plans will be prepared and submitted 
within the times established in the Schedule of Performance, subject to extensions as 
are authorized herein or as mutually agreed to by the parties. 
 

5. Developer agrees it will rely solely on its own investigation of the Property and agrees to 
purchase the Property "as is," in its current physical condition, with no warranties, 
express or implied, as to the physical condition thereof, the presence or absence of any 
latent or patent condition thereon or therein, including, without limitation, any Hazardous 
Materials (as defined in the Agreement) thereon or therein and any other matters 
affecting the Site. Agency and Developer acknowledge that the Property contains 
asbestos and lead-based paint that must be removed in order for the Property to be 
developed as contemplated in the Agreement. The Developer is solely responsible for 
the removal of asbestos and lead-based paint from the Property.  
 

6. Prior to the Close of Escrow, fulfill the conditions precedent for conveyance of the 
Property as described above, including entering into an agreement with Sonoma County 
Museum (SCM) that provides for conveyance of the Museum Space to SCM for the 
operation of an art museum that includes the terms and conditions as generally 
described in the Agreement.  
 
a. Following conveyance of the Property, the Sonoma County Museum, a not for profit 

501(c)(3) organization, will own, as a separate condominium space, approximately 
9,000 sq. ft. on the ground level. The conveyance of the condominium space to the 
Museum is intended to occur after certificate of completion of the rehabilitation of the 
building. 
 

b. In the event that Developer is unable to establish the Museum Space as a separate 
condominium parcel, then Developer may lease the Museum Space to SCM under 
the terms provided the Agreement, provided that prior to receiving a Certificate of 
Completion for the Site, the Developer will record a covenant against the Site that is 
enforceable by the Agency or its successor in interest and requires the Museum 
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Space to be maintained as a public or quasi-public facility promoting cultural or 
educational opportunities in downtown Santa Rosa, including but not limited to 
museum, exhibition, art gallery, or library uses for not less than 30 years. 

 
7. Purchase the Property for development for the sum of $1,930,000 (the "Purchase Price") 

in cash. 
 

8. Pay in escrow to the Escrow Agent the following fees, charges and costs promptly after 
the Escrow Agent has notified the Developer of the amount of such fees, charges and 
costs, but not earlier than ten (10) days prior to the scheduled date for the close of 
escrow: 

a. One-half (1/2) of the escrow fee, cost of drawing the deed, recording fees, and 
notary fees; and 

b. The premium for the title insurance policy or special endorsements to be paid by the 
Developer as set in the Agreement. 

 
9. Develop the Property as generally established in the Basic Concept Drawings and 

related documents except as changes may be mutually agreed upon between the 
Developer and the Agency. Any such changes will be within the limitations of the Scope 
of Development. The cost of developing the Property and constructing all improvements 
thereon will be borne by the Developer, except for work expressly set forth in the 
Agreement to be performed or paid for by the Agency or others. 
 

10. Developer will comply with the Agency's Fine Arts Policy in the development of the Site 
outdoor public art installation to be created by Ned Kahn as set forth in the Agreement. 
Such outdoor public art installation will be submitted as part of the design review 
application submitted to the Agency in accordance with the Agreement and will include 
the location, type and cost of the outdoor public art. 

11. Establish a condominium parcel (the "Museum Space") and convey the Museum Space 
to the Sonoma County Museum ("SCM") for operation of an art museum prior to the 
Certificate of Completion. In the event that Developer is unable to establish the Museum 
Space as a separate condominium parcel, then Developer may lease the Museum 
Space to SCM under the terms provided in the Agreement.  
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III. COST OF THE AGREEMENT TO THE AGENCY 
 
This section presents the total cost of the Agreement to the Agency, as well as the “net cost” of 
the project after consideration of the project revenues, including projected tax increment 
revenues generated by the Property. The net cost can either be an actual cost, when 
expenditures exceed receipts, or a net gain, when revenues created by the implementation of 
the Agreement exceed expenditures. 
 
A. Estimated Cost to the Agency 
 
The AT&T Building was purchased by the Agency on March 6, 2007. The purchase price was 
$3,000,000. Following purchase of the Property, the Agency spent $63,000 on technical studies 
related to the existing conditions of the Property. 
 
For this agreement, the cost to the Agency is estimated to be: 
 

Acquisition Cost (2007) $3,000,000
Technical Studies $63,000
Total Cost $3,063,000

 
As shown above, the estimated cost to the Agency is $3,063,000. The Agency’s purchase of the 
Property was funded several years ago using bonds. Interest on $3 million is estimated to be 
approximately $2,854,000 over 30 years at an assumed interest rate of 5%. Principal and 
interest will be repaid over a 30-year period. On a present value basis, the interest costs are 
nominal. 
 
B. Revenues to the Agency 
 
The Agency will sell the Property to the Developer for $1,930,000. The $1,930,000 price to be 
paid by the Developer reflects the purchase building in “as-is” condition, with the purchaser, 
rather than the seller, removing asbestos and lead-based paint from the building. The Developer 
has agreed to be responsible for removing asbestos and lead-based paint from the building. 
The cost of this environmental remediation is currently estimated at $170,000. When the 
remediation costs are taken into account, the effective price paid by the developer for the 
property is $2,100,000. 
 
The Developer will pay a deposit of $40,000 upon approval of DDA. These funds will be applied 
to Purchase Price and will be refunded if DDA terminates for reasons other than Developer 
default. 
 
In addition to the revenue of the sale of the site, property tax increment revenues will be 
received by the Agency once the Project is completed. Approximately $2,164,000 tax increment 
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revenues (including housing set aside) are projected to be collected through March 2023.1 The 
net present value of the projected total tax increment (including housing set aside) is estimated 
at $1,540,000 (rounded).2 See attachment for details on the tax increment projection.  
 
For purposes of this analysis, it is assumed that the total revenues to the Agency are as follows: 
 

Sale of building $1,930,000
Projected Tax Increment (NPV) $1,540,000
Total Agency Revenue $3,470,000

 
C. Net Cost to the Agency 
 
The Agency’s cost is $3,063,000. The sales price is $1,930,000 and the project is projected to 
generate approximately $1,540,000 in tax increment. As a result, the project is projected to 
generate approximately $407,000 in revenues for the Agency, as summarized below: 
 

Agency Cost  $3,063,000
(Less) Agency Revenue: 
           Sale of building ($1,930,000)
           Projected tax increment (NPV) ($1,540,000)
Net Revenue (Cost) $407,000

 
 

                                                 
1 2023 is the year of the tax increment receipt limit. This time period includes extensions per SB1045 and SB1096. 
The $2,164,000 figure includes approximately $440,000 in housing set aside funds. 
2 NPV assumes a five percent (5%) discount rate. Approximately $310,000 of the projected $1,540,000 tax increment 
correspond to the housing set aside requirement. 



 

IV. VALUE OF THE INTEREST TO BE CONVEYED 
 

Fair Reuse Value 
 
In accordance with and subject to all the terms, covenants and conditions in the Agreement, the 
Developer agrees to purchase the Property for the sum of $1,930,000 (the "Purchase Price") in 
cash. The Purchase Price constitutes the fair market value of the Property as determined by a 
State certified general appraiser retained by the Agency.  
 
The fair reuse value of the Property is directly a function of a very specific development program 
as specified in the terms and conditions of the Agreement and the development economics of 
the specific use. For this Agreement, the fair market value under the Highest and Best Use 
under the Redevelopment Plan and the fair reuse value are the same. 
 
Value at Highest and Best Use 
 
The value of the interest being conveyed to the Developer if sold by the Agency at its Highest 
and Best Use allowed under the Redevelopment Plan is $1,930,000 (the "Purchase Price"), as 
determined by a State certified general appraiser retained by the Agency. The highest and best 
use must satisfy, collectively, zoning, building codes, market conditions, and the Agency 
requirement that the new investment must occur shortly after conveyance. These conditions 
have a significant impact on the value of the property under the highest and best use. Zoning is 
CD-10 Downtown Commercial. Finally, the Agency seeks a buyer who is prepared to make a 
new investment shortly after conveyance and not speculate by leaving the building empty. 
 
The conclusion is that the Purchase Price offered by the Developer is the value at the Highest 
and Best Use. After a lengthy RFQ process intended to solicit qualifications to redevelop the 
Property, no other potential buyers indicated the ability to invest in and rehabilitate the entire 
building without additional Agency funds. 
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V. CONSIDERATION RECEIVED AND REASON THEREFORE 
 
The consideration being paid to the Agency is not less than the Fair Market Value at its highest 
and best use in accordance with the Plan. 
 
VI. ELIMINATION OF BLIGHT 
 
The City of Santa Rosa and its Redevelopment Agency have made significant investments in 
the Downtown Area. Since 1960, in excess of $30 million has been invested by the 
Redevelopment Agency resulting in over 2 million square feet of development in the downtown 
core, with development costs in excess of $110 million. These efforts have added more than 
5,000 new jobs to the Downtown.  

The Property is located in the Santa Rosa Center Redevelopment Project Area Phase II. The 
Agency acquired the Property in 2007 as opportunity to mitigate the blighting influence of this 
large building in the core of downtown Santa Rosa, which had been vacant for over fifteen 
years; prevent a speculative purchase and potentially incompatible uses of the Property, and to 
be able to control and plan for the long term use of the building to benefit downtown Santa Rosa 
and the Courthouse Square Plans. The reuse of the Property pursuant to the Agreement will 
facilitate land use compatibility with the downtown business district; improve the economic 
capacity of the area; and attract new businesses and patronage to the area. 
 
VII. CONFORMACE WITH FIVE-YEAR IMPLEMENTATION PLAN 
 
A primary Five-Year Implementation program goal for the Santa Rosa Center & Grace Brothers 
Merged Redevelopment Project Areas is the elimination and prevention of the spread of blight 
and deterioration and the renewal, redevelopment, and restoration of the Project Area.  
 
The implementation plan specifically identifies the redevelopment of the former AT&T site with 
land uses consistent with the public policy objectives set by the Agency. The Redevelopment 
Agency has been actively engaged in the redevelopment of this site since the Agency acquired 
it in 2007. This redevelopment of the site will eliminate the blighting conditions imposed by this 
large, vacant building, facilitate land use compatibility with the downtown business district, 
improve the economic capacity of the area, and attract new businesses and patronage to the 
area. To that end, the Agency is selling the Property for development of a high-quality mixed 
use project.  
 
 



Tax Increment Projection
Museum on the Square
Santa Rosa, CA   
(000's Omitted)

Total
Total Increment Gross County Housing Non Housing and

Plan Fiscal AV on Over Base Increment Admin Fee Set Aside Housing Non-Housing
Year Year Roll $0 Revenue 1.0% -20.00% TI TI

42 2011-12 bldg sale1 0 0 0 0 0 0 0
43 2012-13 Plan Limit 2 50% complete 10,000 10,000 101 (1) (20) 80 100
44 2013-14 100% complete 20,000 20,000 201 (2) (40) 159 199
45 2014-15 20,400 20,400 205 (2) (41) 162 203
46 2015-16 20,808 20,808 210 (2) (42) 166 207
47 2016-17 21,224 21,224 214 (2) (43) 169 212
48 2017-18 21,649 21,649 218 (2) (44) 172 216
49 2018-19 22,082 22,082 222 (2) (44) 176 220
50 2019-20 22,523 22,523 227 (2) (45) 179 225
51 2020-21 22,974 22,974 231 (2) (46) 183 229
52 2021-22 23,433 23,433 236 (2) (47) 186 234
53 2022-23 TI Receipt 1 23,902 23,902 120 (1) (24) 95 119 partial year

TOTAL 2,186 (22) (437) 1,727 2,164
Net Present Value at 5% ($311) $1,230 $1,541
Net Present Value at 5% (ROUNDED) $1,540

Notes: 
1 In order to be included in the 2011-2012 roll, the building sale needs to be completed by end of 2010. For this reason, the AV associated with the bldg. sale is accounted for in 2012-2013.
2 Incorporates extensions per SB 1045 and 1096.  Plan limit = March 10, 2013; TI receipt limit = March 10, 2023.

Source: Plan Limits and information on project area pass through obligations based on 2005 Fraser Associates Fiscal Consultant Report.  

Note: 
The CRL permits the Agency to receive tax increment beyond the effective life of the Plan in order to repay indebtedness. The amounts shown in Years 44 to 53 are the 
annual revenue amounts available to be allocated, but only to the extent the Agency can demonstrate that such funds are needed to repay outstanding indebtedness in these years. 

Actual taxable values, tax increment, and the timing of the tax increment may vary from the amounts contained in this projection.  
Prepared by Keyser Marston Associates, Inc.
Filename: \\Sf-fs1\wp\19\19306\19306.004\TI projection 6-9-10_EV.xls; 6/10/2010
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