CITY OF OAKLAND

Inter-Office Memorandum

	TO: 
	Michele Byrd

	FROM:
	Housing Development Section

	DATE:
	October 12, 2010


RE:
Sites at MacArthur-MLK; LANDIS-AMCAL; NSP3 Funds

Three different CEDA departments are concerned with four parcels in the 3800 block of Martin Luther King Jr. Way, northwest of the intersection with MacArthur Boulevard ("Mac-MLK"). This memo is meant as a first step to get relevant CEDA staff and management equally well informed about the history and potential of the Mac-MLK sites. 
Three of the four parcels making up the 170 foot MLK frontage are vacant; the parcel at the corner has two poor-condition Victorian buildings, now boarded up. 
· The City or Agency owns or has major loans on all four Mac-MLK parcels.
· The most recent development attempt was "Grove Park," a 60-unit ownership plan from A.F.Evans (AFE), which is now bankrupt and operating with only a few staff. (Grove Park stopped in predevelopment.)
· AFE obtained an $800,000 loan from the City's Vacant Housing Acquisition and Rehab Program (VHARP). VHARP use included recorded restrictions requiring that 25% of the units of any development would be affordable at 80% AMI.

· AFE also borrowed $741,000 from Washington Mutual (now U.S.Bank) for site acquisition. Though the deed of trust for the VHARP loan was subordinated to that loan, the affordability restrictions were not.

· Complaints of blight at the AFE parcels (weed overgrowth, squatters, dumping) regularly come to Code Compliance, Housing, and Redevelopment staff. Because of AFE's financial status, nearly all maintenance work there has been done through the Code Compliance department's Cleanup-Board up process. This has resulted in liens of more than $25,000 on the property.
U.S.Bank has moved very slowly to resolve their delinquent note with AFE, but new staff, plus inquiries from a substantial developer, has started serious discussion. 
· The developer in question, AMCAL (with assistance from much smaller local developer LANDIS), has asked for detailed information about the City-Agency restrictions, and has pressed U.S.Bank to define how far they might discount their note. (AMCAL is developer in Oakland of the market-rate Brookfield Place, and recently won a NOFA award for MacArthur Apartments.)
· The tentative AMCAL-LANDIS development would involve all four MacArthur-MLK parcels: the two AFE parcels, plus the City's adjacent 50 foot parcel, and the abutting 25 foot parcel we control through a separate small but delinquent VHARP loan. 
· LANDIS, for negotiations with U.S.Bank, has requested our assurances that we would provide those two parcels at no cost. (In a general letter of May 2010, we said this was indeed a possible source of subsidy to a qualified project.)
· Most recently, AMCAL-LANDIS has asked the City to use NSP3 funds to acquire the AFE parcels. The cost would be approximately $500,000, and seems to have good potential for NSP. LANDIS-AMCAL would bring a NOFA proposal to our 2011 NOFA round using the assembled parcels.

Because of the location of these parcels in the Broadway-MacArthur-San Pablo Redevelopment Area, and because of their proximity to MacArthur BART and the development there, any plans for Mac-MLK will have redevelopment impacts. Although the PAC has been supportive of affordable housing, the neighborhood groups immediately surrounding the parcels have been generally opposed to both affordable and rental development. Kathy Kleinbaum is manager of the redevelopment area.
Because Jeff Angell has had the longest involvement with the Mac-MLK sites and the various development proposals for them, he has fielded calls from LANDIS (Kenneth Jones) and U.S.Bank (Bruce O'Neill, John Chan, and Richard Knutson of Cornish and Carey, which handles the Bank's REO). 

Knutson made the point that AMCAL is hesitant to start their estimated $50,000 to $100,000 of due diligence work without being sure that all City and Agency departments are in agreement. 
The Four Parcels (also see attached map and aerial photo):
1. 3829 MLK Way – vacant lot. Owner: Community Development Corp., which is in receivership, City of Oakland controls the site through first deed and affordability restrictions; 3,125 sq. ft.; 25 ft. frontage on MLK.
2. 3823 MLK Way – vacant lot. Owner: City of Oakland; 6,250 sq. ft.; 50 ft. frontage on MLK.

3. No-address vacant lot adjacent to the following. Owner: A.F. Evans; 6,250 sq. ft.; 50 ft. frontage on MLK Way. On this and the following, City has affordability restrictions.
4. 3801-3807 MLK Way. Owner: A.F. Evans; 5,625 sq. ft.; 45 ft. frontage on MLK; has two boarded-up Victorian buildings on it ("TV Repair Shop" on map; no special historical significance).
Fifth parcel, one block south (definitely separate, but potentially related):

3701 MLK Way; vacant; 6,132 sq. ft.; also owned by CDCO; City of Oakland controls the site through first deed and affordability restrictions. SOIL CONTAMINATION ISSUES – probably $100k and 1-2 years remaining.
