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RESOLUTION NUMBER R- 313886

DATE OF FINAL PASSAGE FEB Ž 3 2022

A RESOLUTION OF THE COUNCIL OF THE CITY OF

SAN DIEGO APPROVING A 50-YEAR GROUND LEASE

BETWEEN THE CITY OF SAN DIEGO AND ORCHARD 11

ASSOCIATES FOR APPROXIMATELY 5.573 ACRES OF

REAL PROPERTY LOCATED AT 3840 SPORTS ARENA

BOULEVARD FOR THE ORCHARD II APARTMENT

PROJECT, AND MAKING A RELATED FINDING THAT THE

GROUND LEASE SERVES A VALID PUBLIC PURPOSE.

WHEREAS, the City of San Diego (City) owns approx

imately 5.573 acres of real

property

 located a

t 3840 Spo

rts Arena Boulevard

, San D

iego, Califor

nia (Proper

ty); and

WHEREAS, since 1981, the City has leased the Pr

operty to Orchard I

l Associates, a

California general partnersh

ip (Lessee), under a 

lease on file w

ith the San 

Diego City C

lerk as

Document No. 252575

-2 (Current Le

ase), for th

e construc

tion an

d operation

 of 288 senior

citizen residential rental units, commonly known as Orchard II Apartments; and

WHEREAS, the Current Lease is for a 

55-year term

 expiring Feb

ruary 29,2036; and

WHEREAS, the City and Lessee 

now propose enter

ing into that certa

in Percentag

e

Ground Lease 

(New Lease), a copy of which is included in the

 docket materials accompanying

this Resolution; and

WHEREAS, the New Lease will have a 50-ye

ar term, commencing the 

first day

 ofthe

calendar month after the par

ties sign

 the New Lease

, and will 

supersed

e the Current L

ease; an

d

WHEREAS, the New Lease includes the 

following requirements: (a) Lessee w

ill invest a

minimum of $5,300,000 

to complete var

ious improvements at the 

Property, cons

isting of interior

and exterior upgra

des as further

 described in

 the Renovation P

lan attached

 as Exhibit C to the

New Lease; (b) the rent paya

ble by Lessee

 to the City will be the greate

r of percen

tage rent or

minimum rent, with the initial percentage

 rent equal to 7.25 percent of

 all gross incom

e
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generated from the Property and the initial minimum rent equal to $14,857 per month; (c) the

amount of percentage rent will be adjusted every ten years, and the amount of minimum rent will

be adjusted every five years, as further described in Section 3.2 of the New Lease; and (d) Lessee

will be responsible for all maintenance, utilities, and insurance for the Property throughout the

term of the New Lease; and

WHEREAS, the Current Lease requires 20 percent of the residential units on the

Property (58 units) to be made available for rent and occupied by households whose aggregate

gross annual income does not exceed 80 percent of local area median income, and the New

Lease requires an additional 10 percent of the residential units on the Property (29 units), for an

aggregate total of 87 units, to be subject to the same affordable rent restrictions; and

WHEREAS, the San Diego Housing Commission will annually monitor Lessee's

compliance with the affordable rent restrictions affecting the Property, and the affordable units

will be made available on a priority basis to households holding a voucher through the Section 8

Housing Choice Voucher Program; and

WHEREAS, Paragraph S on page 15 of Council Policy 700-10 (Paragraph S) provides

that, when the City grants a lease extension during the last 20 percent ofthe remaining lease

term, the City shall receive compensation from the lessee equal to the change in present value

attributable to the City's deferral of its reversionary interest in the leasehold improvements; and

WHEREAS, the Current Lease is not in the last 20 percent ofthe remaining term, so

Paragraph S does not apply to the New Lease transaction; and

WHEREAS, in addition to the City receiving adequate consideration in the New Lease

transaction, the Council will make a finding in this Resolution that the New Lease serves a valid

public purpose by continuing the effectiveness of the existing affordable rent restrictions
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governing 20 percent of

 the residentia

l units (58 units) on the Prope

rty and imposing affordab

le

rent restr

ictions w

ith respec

t to an 

additional 

10 percent 

of the res

idential

 units 2

9 units) on

the Property, 

all of which restrict

ions will apply for the

 50-year ter

m ofthe New Lease; and

WHEREAS, the market value of the fee inter

est ofthe Pr

operty in 

a vacant condition, as

determined by an independ

ent fee apprais

er and con

firmed by qualified City staff

, is $34,30

0,000

as of August 5, 2021 ; and

WHEREAS, as amended by Assembly Bill 1486 effective

 January 

1, 2020, the Surplus

Land Act (SLA), California Government Code sections 54

220-54234,

 is generally intend

ed to

make a local agency's 

surplus land (i.e

., land not needed fo

r the local agen

cy's use) available f

or

potential acquisition by a

ffordable housi

ng sponsors

 or other loca

l public entiti

es; and

WHEREAS, in April 2021, the California D

epartment of Housing and Community

Development (HCD) issued the 

final SLA Guidelines to

 assist with implementation of

the SLA,

as am

ende

d by

 Assem

bly Bill 1486; and

WHEREAS, Section 102(h) of the SLA Guidelines states HCD's view that the SLA

process applies to lease transact

ions, except 

for (1) any lease of

 land on which no deve

lopment

or demolition will occur an

d (2) any lease which has a term that is less t

han five years

, includ

ing

any ex

tension

s, amendments, or

 option

s; and

WHEREAS, HCD has confirmed that, under clause (1) above, the SLA process does n

ot

apply to lease transactions that invo

lve renovation or re

habilitation activities, w

ith no demolition

or con

solidation

 of existing 

residenti

al units; a

nd

WHEREAS, the New Lease involves renovations and upgr

ades to the existing facilities

on the Proper

ty and will not resu

lt in the demolition or c

onsolidation 

of any existin

g residen

tial

units, and there

fore, the New Lease is no

t subject to the SLA process; NOW, THEREFORE,
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BE IT RESOLVED, by the City Council of the City of San Diego, as follows:

1. The Council finds that the New Lease serves the valid public purpose of

continuing the effectiveness of the existing affordable rent restrictions governing 20 percent of

the residential units (58 units) on the Property and imposing affordable rent restrictions with

respect to an additional 10 percent o f the residential units (29 units) on the Property, all of which

restrictions will apply for the 50-year term of the New Lease.

2. The Council approves the New Lease, for the term of 50 years, conditioned upon

a provision being added to the Renovation Plan attached to the New Lease requiring the Lessee

to install a new solar photovoltaic system serving the residential and other uses at the Property.

3. The Mayor or designee is authorized and directed, on the City's behalf, to sign the

New Lease. A copy of the New Lease, when fully signed, shall be placed on file in the Office of

the City Clerk as Document No. RR-

 313886 .

4. The Mayor or 

designee 

is author

ized, on the

 City' s behalf, to

 sign all additi

onal

documents necessary to implement the terms and conditions of the New Lease.

APPROVED: MARA W. ELLIOTT, City Attorney

By /s/ Kevin Reisch

Kevin Reisch

Senior Chief Deputy City Attorney

KJRjdf

1/25/2022

2/7/2022 REV.

Or.Dept:

 Real Estate

 Assets

Doc. No.: 2854432_2

Companion to R-2022

-240
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I hereby certify that the foregoing Resolution was passed by the Council of the City of San

Diego at this 

meeting

 of

 

F

EB

 

0

7

2022

ELIZABETH . MALAND

C

 c\t

k

 Õ 

j 

/

3

epty E

Approved:

 .+3-

 

Í

«

 

4

·

(datè

 

 

J

OD

D G

L

O

á

y

o

r

Vetoed:

(date)

 

TODD GLORIA, Mayor
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Passed by the Council of The City of San Diego on

 

FEB 07 2022 , 

by th

e follow

ing vote:

Councilmembers

 Yeas 

N

ay

s

 Not Present

 Recused

Jo

e

 L

a

c

a

v

a

 

 

U

 

E

l 

ü

Jennifer Campbell 

0

S

te

p

h

e

n

 W

h

itb

u

r

n

 

 

 

I

I 

Monica Montgomery Steppe 

Marni von Wilpert

C

hris C

ate

Raul A. Campillo 

 

 

Ü 

Vivian Moreno 

 

 

 

Sean Elo-Rivera 

 

 

 

U

Date of final passage

 

F

E

B

 

2

 

3

 

2

1]

2

2

(Please note: W

hen a resolution is approved by the Mayor, the date of fina

l passag

e 

is the

date the approved resolution was returned to the Office of the City Clerk.)

AUTHENTICATED BY:

TO

D

D G

LO

RIA

Mayor of The C

ity of Sa

n Diego, Ca

lifornia.

(Seal)

ELIZABET

H S

. MA

LA

ND

City Clerk 

The City of San D

iego, Califo

rnia.

 I I,

, 

D

ep

u

ty

Office of th

e City Clerk, San D

ieg

o, Cal

ifornia

Resolution Number R-

 

313886


