TEMNO. 24

STAFF REPORT CITY OF OCEANSIDE

DATE: June 21, 2006
TO: Honorable Mayor and City Councilmembers
FROM: Public Works Department

SUBJECT: APPROVAL TO SOLICIT SEPARATE REQUEST FOR PROPOSALS
FOR THE SALE OF TWO CITY-OWNED SURPLUS PARCELS OF
LAND - THE PALA ROAD WEST OF LOS ARBOLITOS BOULEVARD
PROPERTY AND THE OLD GROVE ROAD NORTH OF FRAZEE ROAD
PROPERTY

SYNOPSIS

Staff recommends that the City Council approve the solicitation of separate Request for
Proposals (“‘RFP”) for each of the two surplus City-owned vacant parcels of land
generally known as the Pala Road west of Los Arbolitos Boulevard property and the Old
Grove Road north of Frazee Road property; each RFP is to be issued on or about July
1, 2006, with a ninety-day response period.

BACKGROUND

The Pala Road west of Los Arbolitos Boulevard property (“Pala Property”), shown on
Attachment 1 and the Old Grove Road north of Frazee Road property (“Old Grove
Property”), shown on Attachment 2 were originally acquired for flood control
improvements in connection with the San Luis Rey River in 1992 and 1989,
respectively. As the flood control improvements were completed over the years,
portions of both the Pala Property and the Old Grove Property are no longer needed for
the purposes for which they were acquired.

The Pala Property (APN 158-301-46) consists of approximately 21 gross acres and the
Old Grove Property (APN 158-103-15) consists of approximately 10 gross acres. Both
properties are currently vacant, unimproved parcels of land. The Pala Property is
located immediately to the east of, and adjacent to, the southerly levee of the San Luis
Rey River. The Old Grove Property is located immediately south of, and also adjacent
to, the southerly levee of the San Luis Rey River. Both the Pala Property and the Old
Grove Property are zoned a combination of SFD-R (single-family detached residential)
and OS (open space).

In 2002, both of the properties, along with several other parcels of land, were presented
to the various departments in the City, other agencies and utilities in order to determine
if there was any interest. The various departments in the City, other agencies and
utilities did not express any interest in the use of the parcels of land, including the



subject properties. In 2003, the City Council declared the parcels of land as surplus,
which allowed the City to sell the parcels of land, including the two subject properties, to
the general public.

In March of 2005, the Housing Department, after an analysis of the potential low-income
and affordable housing development sites in the City of Oceanside, did express interest
in possibly acquiring both the Pala Property and the Old Grove Property for the purpose
of developing low-income housing. The Housing Department was given a period of one
year in which to conduct its due diligence as to the feasibility of acquiring said parcels.
In April of 2006, the Housing Department indicated that they would not be pursuing the
acquisition of either of said properties due to the extent of their current, pending and
proposed projects.

ANALYSIS

Inasmuch as both the Pala Property and the Old Grove Property are no longer needed
for flood control improvements to the San Luis Rey River as originally contemplated and
have been declared surplus, the City has a revenue-generating opportunity. Due to the
interest by the development community to acquire developable residential vacant
parcels of land in the City, similar to both the Pala Property and the Old Grove Property,
the sale of each of the subject properties could command market prices relative to the
entitlements applicable to each of the respective properties (e.g., tentative map, etc.).

Both the Pala Property and the Old Grove Property could be sold on an “as is” “where
is” basis or sold subject to the approval of a varying amount of development
entittements. The major benefit of an “as is” “where as” sale is the opportunity for a
potentially quicker sale but most likely at significantly lower sales prices due to the
greater amount of risk a buyer would have to incur. In comparison, by selling either or
both properties contingent upon the approval of a varying amount of development-
related entitlements, which could take approximately one to two years, the development
risks are reduced and the properties would command significantly higher sales prices.

In order to increase the number of suitors available for either of the subject properties
and to maximize the pricing thereof, separate RFPs for the sale of the Pala Property
and the Old Grove Property will be advertised and sent to interested parties on or about
July 1, 2006. The RFP for each of the properties will give prospective suitors an
opportunity to provide a response to purchase the respective property on an “as is”
“where is” basis or contingent upon the approval of a varying amount of development
entitlements.

There will be a ninety-day period in which an interested party can submit a proposal to
separately acquire either of the two subject properties. The proposal will need to
address such items as the purchase price, terms and conditions (e.g., entittement
contingencies, if any), the estimated closing date, and the proposed improvements and
development thereto. A copy of the sample RFP is provided as Attachment 3.



FISCAL IMPACT

The potential total revenue from the sale of the properties could vary significantly
depending on the condition in which the properties are sold and the total developable
acreage for each property. Generally speaking, the more development entitiement risks
that are removed, the higher the purchase price for the property. Conversely, the more
risks that are taken, such as an “as is” “where is” sale, the less the purchase price,
sometimes by as much as fifty percent. Also, the purchase price increases
proportionately as the amount of developable acreage increases (e.g., less habitat or
other restrictions, etc.).

As for the Pala Road Propenty, if the assumption is made that approximately 14-15
acres of the approximately 21 acres could be developed and the property is sold subject
to the approval of a reasonable amount of development entitlements, the revenue could
be in the neighborhood of $8,000,000. If the propenrty is purchased in an “as is” “where
is” condition, the revenue could be significantly less, at around $4,000,000.

With regard to the sale of the Old Grove Property, if the assumption is made that
approximately 5-6 acres of the approximately 10 acres could be developed and the
property is sold subject to the approval of a reasonable amount of development
entitlements, the revenue could be in the neighborhood of $3,000,000. Again, if the
property is purchased in an “as is” “where is” condition, the revenue could be
significantly less, at around $1,500,000.

Combining the Pala Property and the Old Grove Property, the potential total revenue
could be in the $5,500,000 to $11,000,000 range. In addition to the development
entitlements and amount of developable acreage variables, the total revenue from the
sale of the properties could also be affected by the cost of grading; ingress and egress;
off-site utility costs; financing considerations; and other development restrictions.

Further, the subject properties currently require annual maintenance for weed
abatement and periodic litter removal. Inasmuch as the owner of the subject properties
is the party responsible for the maintenance thereof, the sale of the subject properties
would also relieve the City from this responsibility in the future. Thus, sale of the
subject properties would also provide a slight maintenance expense savings to the City,
estimated at $10,000 per year.

INSURANCE REQUIREMENTS
Does not apply.
COMMISSION OR COMMITTEE REPORT

Does not apply.



CITY ATTORNEY’S ANALYSIS

The City Attorney’s office has reviewed and approved the sample Request for
Proposals as to form.

RECOMMENDATION

Staff recommends that the City Council approve the solicitation of separate Request for
Proposals for each of the two surplus City-owned vacant parcels of land generally
known as the Pala Road west of Los Arbolitos Boulevard property and the Old Grove
Road north of Frazee Road property.
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ATTACHMENT 1



ATTACHMENT 2



CITY OF OCEANSIDE
REQUEST FOR PROPOSALS
FOR CITY-OWNED REAL PROPERTY
OCEANSIDE, CALTFORNIA

The City of Oceanside (the “City”) issues this Request for Proposals for the purchase of
eithér of two (2) separate parcels of vacant real property in the City of Oceanside,
County of San Diego, State of California (the “Subject Properties”), more particularly
described below.

The Subject Properties

The Subject Properties consist of the approximate 21-acre Pala Road west of Los
Arbolitos Boulevard vacant parcel of real property (“Pala Property”) and the
approximate 10-acre Old Grove Road north of Frazee Road vacant parcel of real
property (“Old Grove Property”). Please see Attachment “A” for a description of the
Subject Properties. The zoning of each of the Subject Properties is a combination of
SFD-R (single family detached residential) and OS (open space). Access to both the Pala
Property and the Old Grove Property is off of a public right of way.

The Subject Properties are currently in an unimproved condition. Prospective
purchasers will be required to undertake their own independent due diligence
investigation of the Subject Properties. The City makes no representations or warranties
as to the suitability and/or the development condition of the Subject Properties.
Development of the Subject Properties shall be in accordance with all applicable city
requirements and criteria.

Selection Process

Purchaser selection is anticipated to occur through the process outlined herein and is
based on the described selection criteria. The City is seeking proposals, including
qualifications, from individuals and/or entities with the experience and/or the financial
capacity to acquire the Subject Properties. The City will entertain proposals ranging
from an “as is” “where is” no contingency proposal to a proposal that is contingent upon
approval of full development entitlements and priced accordingly.

Procedure/Schedule

The procedure for selection is as follows:

1) Proposals must be submitted to the City within ninety (90) days of the date of
this Request for Proposals to be considered;

2) Each of the two (2) Subject Properties will require a separate proposal.
Prospective purchasers interested in both of the Subject Properties will need to
submit a separate proposal for each property, which are unrelated to one another.



3)
4)

5)

Following timely receipt, proposals will be reviewed by staff;

Desirable and qualified purchaser(s) may be invited for an interview and
presentation of their proposal; and

Following review and analysis of the proposals, staff will recommend selection of
a purchaser or purchasers to negotiate a purchase and sale agreement with the

City.

Selection Criteria

The focus of the selection process will be on the following issues:

1)

2)
3)

4)

Ability of the purchaser(s) to purchase either or both of the Subject Properties as
evidenced by: on-going relationships with financing sources and/or financial
status.

Experience of the purchaser(s) in the successful investment and/or development
of a similar project or projects.

If applicable, demonstrated understanding of similar development projects and
experience in the development thereof.

The purchase price for each of the Subject Properties and conditions of the
purchase, if any.

Submittal Requirements

Please provide the information requested below:

1)

2)
3)

4)

Purchasing Entity

e Identify the entity that would contract with the City, including all joint
venture/limited partners and their percentage interest, if any.

o If applicable, indicate the role of each partner in implementing the purchase
of either or both of the Subject Properties.

Description of previous relevant experience

Financial Capacity — provided on a confidential basis

e Describe recent history in purchasing similar property and/or obtaining
financing commitments, detailing type of property, financing source, amounts
committed, etc.

Describe the development proposed.

Offer to Exclusively Negotiate

Upon selection of a purchaser or purchasers, the City will negotiate a purchase and sale
agreement exclusively with the purchaser or purchasers. By submitting qualifications to
the City, the proposed purchaser is also agreeing that the City retains the right to modify
or suspend all aspects of the selection and exclusive negotiating process and to waive
any defects as to form or content of the offering or any responses that are received.

Conclusion



We appreciate your interest in the City of Oceanside and look forward to discussing your
qualifications and the Subject Properties.

Submittal packages should be addressed to:

City of Oceanside

Attention: Douglas Eddow, Real Property Manager
300 North Coast Highway

Oceanside, California 92054

Please return your proposal no later than 4:00 p.m., Thursday, September
28. 2006.



	
	
	
	
	
	
	
	
	
	


