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TO Redevelopment Agency Board Members

FROM Maret Bartlett Redevelopment Agency Director

SUBJECT Termination ofExclusive Negotiating Agreement with the MIKA Realty Group
LLC for the City Center Campus Project and Authorization for the
Executive Director to Execute a Contract with FBA Inc to Prepare
Specifications and Bid Documents for the Deconstruction of Centennial Hall

RECOMMENDATION

That the Agency Board reviews and comments on this report and adopts the attached resolution

authorizing the Executive Director to execute acontract with FBA Inc to prepare specifications
and bid documents for the deconstruction of Centennial Hall in an amount not to exceed50500

BACKGROUND

In January 2008 the Agency Board authorized the Executive Director to enter into an Exclusive

Negotiating Agreement ENA with the MIKA Realty Group MIKA in order to pursue
redevelopment ofthe City Center Campus theSite The sites containing the closed Centennial

Hall and the parking garage are owned by the City the elevenstory office building is under private
ownership

In June 2008 MIKA submitted a development application to remodel the elevenstory office

building construct asixstoryhotel with 153 guestrooms and an approximately 18000 squarefoot
conference center on the site of Centennial Hall and to develop 162 units of housing above the

Cityowned parking structure The developers intent was to build a green development to gold
level certification under Leadership in Energy and Environmental Design LEED standards In

June 2008 the developer entered into acontract to purchase the office building from the private
owner Also in 2008 MIKA secured the interest of Hyatt Place as franchisor for the proposed
hotel

In January 2009 the Agency Board extended the ENA until July 2009 due to the uncertainties of
the economy and in order to negotiate the terms of sale ofthe Citys property In July 2009 staff

outlined the terms of aproposed Disposition and Development Agreement DDA to the Agency
Board in aclosed session However in October of last year MIKA reported that financing for the

project was proving unobtainable and they had not secured any tenants for the office building By



that time the ENA had expired and staff determined not to seek renewal of the ENA but rather to

hold offuntil a determination could be made as to whether the project was viable enough tomove

forward with aDDA

DISCUSSION

In an attempt to provide the equity needed to entice construction financing MIKA completed its

acquisition ofthe office building in December 2009 Inaddition staff researched and offered up the

potential ofusing for the project the Citys17million allocation of Recovery ZoneFacilities

Bonds under the American Recovery and Reinvestment Act ARRA In February 2010 staff

offered to schedule a meeting with MIKA and the Citysbond consultants to explore the feasibility
of using Recovery Zone Bonds however MIKA did not respond to staffls offer Staffsubsequently
made numerous attempts to contact the developer without receiving any response In early May
2010 the City Manager sent a letter to MIKA addressing security issues as well as asking their

intentions about moving forward on the project They were given atwoweek period to reply but

failed to respond

During this period there werenumerous other attempts to contact MIKA representatives and
determine their intent regarding the project including informally alerting them to the consequences
of theirnonresponsive stance there was no response to these attempts As aresult staff considers

the negotiations with MIKA at an end and the Agency is retaining the 75000 deposit for the ENA

Since late last year the provision of security and maintenance for the elevenstoryoffice building
has become an increasing issue as the building has been repeatedly broken into and vandalized It
has become adrain on City Fire Police Community Preservation and Building resources The

developer was initially unresponsive to attempts at contact both byemail and telephone Only
recently has MIKA had a representative establish dialogue with staff to begin to address issues
about building security however there continues to be no contact with MIKAssenior management
representatives

In the event that MIKA does not secure the office building and the building continues to be ahealth
and safety hazard the City has the authority to secure the building and to charge the property
owner or lien the property The parking garage although owned by the City cannot be demolished

so long as the office building is standing due to an agreement in which the City granted parking
rights to the tenants ofthe office building many years ago Late last year the Building Official

obtained rough estimates of the cost to deconstruct Centennial Hall the office building and the

parking structure The estimates were as follows 375000 for Centennial Hall1875000 for the

office building and 250000 for the parking structure for a total cost of25million

Staff is moving forward with the preliminary activities for deconstruction ofCentennial Hall for two

major reasons one to prevent it from becoming an attractive nuisance as has the elevenstory
building and two to begin preparing the campus site to attract future development The building
has been surveyed and the presence of asbestos and leadbased paint was observed Abatement of

the asbestos and leadbasedpaint will likely increase the cost of deconstruction The City
Purchasing Division is working with an online auction company to develop aprogram for the

disposal of furnishings and fixtures in the building The auction will focus on Centennial Halls
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past as acommunity event facility and as part ofthe former Hayward Union High School
Interested parties have already inquired about reusing portions ofthe main halls hardware floor for
commemorativepieces furniture and flooring projects All contents will be auctioned or disposed
ofin a green manner The decorative murals in the buildingslobby which were painted by the

renowned artist William T Wiley have already been removed appraised cleaned and placed in a

secure art storage facility until anew location is identified to display them

Due to the sheer size location and site conditions the deconstruction ofCentennial Hall entails

developing aplan to address these considerations aswell has the impact on surrounding buildings
In particular the rearwall ofthe Safeway building was built in such close proximity to the basement

and foundation of Centennial Hall that a structural evaluation of the Safeway building and rooftop
parking area is required To that end staff issued aRequest for Proposals to hire a deconstruction

engineering consultant to develop plans specifications and the bid documents for the

deconstruction of the building

A total oftwo proposals were received and evaluated Based on their qualifications experience
and proposed costs staff recommends contracting with the firm ofFBA Inc in the amount not to

exceed50500which includes 33500 for consulting fees and 17000 for contingencies The

Agencys pedevelopment activities fund has sufficient FY 2010 balance to undertake this work
therefore no appropriation for this contract is necessary

Once the deconstruction bid specifications and documents are completed staff will solicit bids and

return to the City Council to award the deconstruction contract and to appropriate funding from the

CitysHotel Conference Center Designated Reserve account 1003391017 At this time staff

anticipants the deconstruction could commence in late September ofthis year

FISCAL AND ECONOMIC IMPACT

The deconstruction of Centennial Hall would eliminate a functionally obsolete Cityowned event

and conference facility that cost the CitysGeneral Fund approximately 628000 net of
revenues in FY 2009 which was its last full year of operation Even though it is now closed
Centennial Hall is continuing to incur ongoing maintenance and security expenses The

disposition and renovation ofthe parking garage would enhance the likelihood of a successful

campus project on this site The elevenstory office building has been empty since the City
vacated it in 1991 and its vacancy and deterioration are blighting influences on the

neighborhood

Without question Mikas proposed City Center Project would have contributed to the
elimination of blight in the Downtown Redevelopment area The transfer of parcels currently
containing Centennial Hall and the parking structure from the City to aprivate owner would

place these properties back on the tax rolls The value ofthe proposed City Center
hotelconference center was estimated at approximately 29 million and the office building was

valued at approximately 27 million The estimated tax increment revenue was approximately
54million in present value terms The potential General Fund revenues from this development
would include the transient occupancy tax TOT and the sales tax from the hotel development
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as well as the savings from the closure of Centennial Hall This additional General Fund revenue

flow was estimated to be worth 9 million in present value terms

Staff will also continue to pursue a project at the site including ahotel and private conference

facility development Hyatt had previously been working with MIKA Realty and remains

interested in the site although the presence ofthe unoccupied office building is a deterrent to

proceeding with a hotel at this time Marriott has also expressed an interest in locating a hotel at

this site

ENVIRONMENTAL REVIEW

The proposed project is not subject to the California Environmental Quality Act CEQA as there is

no possibility that the activity in question may have asignificant effect on the environment

Centennial Hall was constructed in 1948 However the building is not a significant historical
resource and is not eligible for listing under the federal register or the City register as it lacks
integrity the ability to convey its significance due to 1 the loss of relationship between the

building and its location which is important to understanding why the property was created
because ofthe significant change to its surroundings over time 2 the loss ofthe sense ofdesign
within the form plan space structure and style of the Hayward Union High School campus and

changes to its architectural character 3 the change of its setting from part ofthe High School

campus to an urban commercial and residential neighborhood 4 the loss of feeling it had within a

high school campus which no longer provides an expression of the aesthetic or historic sense of its

period oftime and 5 the loss of its direct association with the Hayward Union High School as its

importance was only as part of the school

PUBLIC CONTACT

This project has beenbefore the City Council and Agency Board in January 2008 and in January
2009 In March 2010 it went before the Council Downtown Committee and in May 2010 it went

before the Hayward Redevelopment Area Committee

NEXT STEPS

Upon completion ofthe specifications and bid documents the deconstruction project will be

advertised for bids in August 2010 In September 2010 staff will return to the Agency Board to

award the contract and deconstruction ofthe building should commence shortly thereafter Staff

will continue to maintain contact with hotel operators and explore available resources to undertake
the development of ahotel and conference center

Prepared by Paul Daimon Project Manager

Recommended by Maret Bartlett Redevelopment Agency Director

City Center Campus Update andConractApprova
4 of5
Jane 29 2010



Approved by

Fran David City Manager

Attachment Resolution Authorizing Contract with FBA Inc
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DRAFT

REDEVELOPMENT AGENCY OF THE CITY OF HAYWARD

RESOLUTION NO RA

Introduced by Agency

RESOLUTION AUTHORIZING THE EXECUTIVE DIRECTOR

TO EXECUTE A CONTRACT WITH FBA INC FOR

ENGINEERING CONSULTANT SERVICES FOR THE

DECONSTRUCTION OF CENTENNIAL HALL

BE IT RESOLVED by the Redevelopment Agency ofthe City ofHayward that

the Executive Director is hereby authorized and directed to negotiate and execute aprofessional
services agreement with FBA Inc in an amount not to exceed5050000 in a form to be

approved by the Agency General Counsel

HAYWARD CALIFORNIA 2010

ADOPTED BY THE FOLLOWING VOTE

AYES AGENCY MEMBERS

CHAIR

NOES AGENCY MEMBERS

ABSTAIN AGENCY MEMBERS

ABSENT AGENCY MEMBERS

ATTEST

Secretary of the Redevelopment Agency
of the City of Hayward

APPROVED AS TO FORM

General Counsel


