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SUMMARY REPORT PURSUANT TO
SECTION 33433
OF THE
CALIFORNIA COMMUNITY REDEVELOPMENT LAW

FIRST AMENDED AND RESTATED DISPOSITION
AND DEVELOPMENT AGREEMENT
BY AND BETWEEN THE
GARDEN GROVE AGENCY FOR COMMUNITY DEVELOPMENT
AND
GARDEN GROVE MXD, LLC,

A, INTRODUCTION

The Garden Grove Agency for Community Development {Agency) entered into a
Disposition and Development Agreement (Original Agreement) with Garden Grove
MXD, LLC (Developer) on May 12, 2009 for the project described in Section LA,
summary Report (Summary Report). The Agency is now entering into a First
 Amended and Restated Agreement (Agreement). '

Before property acquired by a Redevelopment Agency can be conveyed to the
Developer, the City Council and the Redevelopment Agency Beoard must approve
such transaction after a joint public hearing in accordance with Section 33433 of
the California Health and Safety Code. Section 33433 provides that a copy of the
Agreement and the Summary Report, which describes and specifies certain
information, must be available for public Inspection priot to the public hearing.

A Summary Report has been prepared in accordance with the requirements of
Section 33433. In addition to providing a general description of the project, this
Summary Report describes the foliowing: -

I Salient Points of the Agreement: This section summarizes the major
responsibilities imposed on the Developer and the Agency by the Agreement.

II. Cost of the Agreement to the Agency: This section details the total cost
to the Agency associated with Implementing the Agreement.

11I. Estimated Value of the Interests to be Conveyed Determined at the
Highest Use Permitted under the Redevelopment Plan: This section
estimates the value of the interests to be conveyed determined at the
highest use permitted for the Site and the requirements imposed by the
Redevelopment Plan.

IV. Estimated Reuse Value of the Interesis to be Conveyed: This section
summarizes the valuation estimate for the Site based on the required scope
of development and other conditions and covenants required by the
Agreement.

Amended and Restated Summary Report Garden Grove MXD, April 13, 2010 3
DOCSOC/1401372v2/322012-0210



anniversary date of the date of the Agreement, the Developer shall be
entitled to an amount equal to the following : (§) Fifty percent {(50%} of the
tax Increment revenue generated from the Hotel Expansion, (ii} plus fifty
percent {50%) of the net increase in transient occupancy tax revenues
generated by the Hotel after the opening of the Hotel Expansion (i) plus fifty
percent (50%) of the net increase in sales tax generated by the Developer
Improvements after the opening of the Hotel Expansion.

2. Time Extension. The schedule of performance allows for two (2) six month
extensions, the first to occur on April 12, 2012 and the second on October
12, 2012 upon the happening of certain events,

C. Agency Responsibilities Under the Agreement

In addition to the Agency responsibilities outlined in the Salient Foints of the
Agreement summary, the Agency must accept the following responsibilities:

1. Covenant Consideration. The Agency shall pay the Developer all cash sum of
forty-seven million doliars ($47,000,000) as follows: (a) five million dollats
($5,000,000) concurrently with the commencement of construction of the
parking structure, and (b) forty-two million dollars ($42,000,000) thirty (30)
days after the later of the date on which (i) the Hotel opens for business or
(i) the certificate of oceupancy for the Hotel.

2. Non-Compete. The Agency. shall not enter inte a Disposition and
Development Agreement and/or assist another Hotei for a period of six (6}
years beginning January 1, 2010,

3. Additional Property. The Agency acquired additional property located at
12601 and 12602 lLeda Lane to be conveyed to the Developer for the
proposad Project.

IX. COST OF THE AGREEMENT TO THE AGENCY

The estimated costs incurred by the Agency to implement the Agreement are Sixty-
Nine Million Two Hundred Ninety-Nine Thousand Dollars ($69,299,000), and include
the following:

Agency costs to acquire the Site {relocation costs, demolition costs, and costs for
‘hazardous materials abatement), CEQA documentation, site preparation,
administrative costs, and the Agency costs for other public improvement’s
$22,299,000. Agency to provide direct financial assistance to the Developer for the
Froject is $47,000,000.

IEI. ESTIMATED VALUE OF THE INTERESTS TO BE CONVEYED
DETERMINED AT THE HIGHEST AND BEST USE PERMITTED UNDER THE
REDEVELOPMENT PLAN
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concluded that the consideration to be received is equal to or greater than the
established fair use value.

VI, BLIGHT ELIMINATION

The Redevelopment Plan (Plan) for the Garden Grove Community Project Area
governs the Site. In accordance with Section 33490 of the California Community
Redevelopment Law, the Plan contains the goals and ohjectives and the projects
and expenditures proposed to eliminate blight within the Project Area.

The Site, approximately 11.7 acres, which wiii be used to develop the Project, is
currently occupied with one (1) non-fixed recreationai vehicle park, one (1) retail
store, one (1) vacant parcel, and two (2} singie-family homes. The development of
the proposed Project on the Site wili eliminate blight at this focation by replacing
substandard uses, underutiized land, uneconomic land uses, and obsolete
structures with defective design in character and physical condition with a new high
guality, mixed-use development. The Project will facilitate fand assembly to
prevent piecemeal development that would leave economic potential
underachieved, re-plan, redesign and develop underdeveloped areas that are
stagnant or Improperly utilized, encourage private sector investment In
development of the project areas, and strengthen hospitality, enterfainment, retail
and other commercial functions in the project areas

VII. CONFORMANCE WITH THE AB 1290 IMPLEMENTATION PLAN

The primary AB 1290 Implementation Plan program objective for the Garden Grove
Community Project Is to eliminate cornditions, which negatively impact economic
development of the community by acquiring, removing, consolidating and
rehabilitating substandard properties. To that end, the Agency plans to convey the
Site to the Developer for the development of the Project.

Furthermore, the Agency's Implementation Plan 2010 through 2014
(Implementation Plan) also establishes a priority objective of increasing the
community’s economic base by encouraging new investment in the redevelopment
project area. The Implementation Plan explicitly lists ensuring that optimum
generation of sales tax revenues by facilitating the reuse, rehabilitation and
development of commercial properties as an Agency goal. The Project, which will
provide new commercial development and the subsequent transient occupancy and
sales tax revenues, and property tax increment within the redevelopment project
area, conforms to the Implementation Plan, and will achieve goals specifically
defined in the Implementation Plan.

The Project is identified in the Implementation Plan as a potential project and
program for the project area. As such the completion of the Project will be in
conformance with the Implementation Plan.
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Attachment 3
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P, .
SR HOTWaﬂ"i HTL Horwath Hospitaiity & teisure LLC
) 1050 Northgate Drive, Suite 440
Hotel, Tourisrm gnd Leisura 3?‘; gﬁg gg 94903 USA

415.925.8804 Fax
wyww, HorwathHTL.US

March 23, 2010

Mr. Greg Blodgett

Project Manager ' Sent via: greg1@ci.garden-grove.ca.us
Garden Grove Agency for Community Development 714-741-5124

11222 Acacia Parkway, 3" Floar

Garden Grove, CA 92840

Re: Estimated Reuse Value —~ 800 Key Waterpark Hotel Site Proposed for Development by
NMcWhinney Enterprises — Gonstructed in Two Phases

Dear Mr. Blodgeit:

We have completed our analysis of the reuse value of approximately 1.7 acres {the "Site”) comprised of
property owned by the Agency (*Agency Property”) and properfy owned by third parties (“Third Party
‘Property”) located on Harbor Boulevard in Garden Grove, California. This letter is subject to the attached
statement of general assumptions and fimiting condifions. This document is supplemental to, and should
be read in conjunction with, the 33433 report provided to you dated March 23, 2010, which describes a
proposed 600-key Waterpark Hotel (Phase 1). This 33433 report reflects a 200-key expansion {Phase |l
ic the Phase | property, for a tofal of 800 keys by 2016.

Background

As rioted in the previous 33433, the Garden Grove Agency for Community Development ("Agency”} plans to
redevelop the subject site to eliminate existing conditions of biight. Garden Grove MXD, a Colorade limited
liability company formed by McWhinney Real Estate Services ("Developer”) wilt build approximately 600 hotel
rooms with a 100,000 square foat water park and amenities as described in our March 23, 2010 33433
report. {n that report, Horwath provided an estimate of the reuse or residual value of the Site given the terms
and conditions of the proposed Disposition and Pevelopment Agreement (DDA} between the Agency and
Developer for 600 keys. Subsequent to that report, Agency has requested Horwath provide the reuse value
of the site based on a 200-key addition {Phase I1), for a total of 800 keys.

Conclusion

Assuming a scope of development as proposed by the Developer and the development costs (excluding land
cost), compared to the estimated income and development values that can be reasonably expected from the
Project components, Horwath estimates the Project generates a negative reuse value inclusive of agency
assistance of $41,000,000.

This financial gap is consistent with general urban hotel development in the current market, resuliing in
" significant barriers to entry with financial gaps noted in many deveiopments.



Mr. Greg Blodgett Page 3

comparable faciiities as well as conversafions with hotel and waterpark developers, consultants and owners.
The actual development costs will undoubtedly differ from the Developer's current estimates and the
differences may be material. Nevertheless, tor purposes of this analysis, Horwath increased the Developer's
estimate for fime (inflation). Based on the residual methodology assumed for this analysis, the difference
between the market value via the Income approach and the total cost of deveiopment will equal the value
of the land. The detail provided on each development project is reflected in the chart in Addendum C-1.
The combined development cost of the waterpark and hotel, as estimated by Horwath, {otals $332 million
as of completion of construction (rounded).

Estimated Residual Reuse Value
The residual or reuse value is based on estimating the value of the completed and operating Project less all
development costs. The remainder represents the amount the Developer could afford fo pay for the Project
Site. '

Horwath has estimated the Project market value based on a current market capitalization rate of 10.0% and
discount rate of 13%. This represents the estimated yield required by purchasers of operating hotels-of the
type planned, based on industry trends contained in the Korpacz Rea! Estate Investor Survey® Third Quarter
2009 {the most recent survey avallable).

The iota! indicated value of the Project is $281 million, after considering ali Agency assistance. After
allowing for total development costs of $332 million, the indicated residusl value of the Project Site,
including Agency assistance, is a negative $41 million.

We appreciate the opporiunity fo present this analysis 0 you. if there are any questions after you have
had the opportunity to review i, pleass do not hesitate to call us at your convenience. Thank you once
again for the opporiunity to be of service.

Sincerely,
J! 0y T~dw@ S

Florida T. Booth, MAI, CCIM
Managing Director
Horwath Hospitality & Leisure LLO

Horwath HTL

Hotel, Tatrizm and Lefsure
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STATEMENT OF GENERAL ASSUMPTIONS AND STANDARD LIMITING CONDITIONS

Maps, Plats and Exhibits: Maps, plats and exhibits included in the Report are for illustration only o serve as an ald in
visuallzing matters discussed within the Report. They should not be considered as surveys or refied upon for any other
purpose, nor should they be removed from, reproduced or used apart from the Report,

Legal Matters: No opinion is intended fo be expressed for matters which require legal expertise or speclalized
Investigation or knowledge heyond that customarily emplioyed by real estate Consultants.

Renovation and Development Costs: Consuliant is nof an architectural or construgtion firm and is not qualified to
prepare renovation andfor development cost estimates. Any and ali renovation and development cost estimates are
based on Consultant's general knowiedge of costs at comparable faciliies, The actual renovation and/or development
costs of the subject property will differ frorn Consuliant's estimates and the differences may be material,

Right of Publication: Possessien of the Report, or a copy of it, does not carry with it the right of publication. The Repon
shall not be used for any purpose by any person other than the parly to whom it is addressed without the express written
consent of Consultant. In any event, the Report shall be used only with proper written qualification and only in its
entirety for its stated purpese. '

Testimony in Courl: Testimony or attendance in cout or at any other hearing is not required by reason of rendering the
Repor, unfess such arrangements are made a reasonable tme in advance of said hearing. Further, unless otherwise
indicated, separate arrangements shall be made conceming compensafion for Consultant's fime fo prepare for and
aftend any such hearing.

Archeological Signiffcance: No investigation has been made by Consultant and no information has been provided fo
the Consuttant regarding poteniial archeological significance of the subject property or any portion theraof. The Repori
assumes no portion of the subject property has archeological significance.

Compliance with_the American Disabilities Act The Americans with Disabiliies Act ("ADA") became effective
January 26, 1992, Consultant assumes that the property is, or shail be, be in direct compliance with the various detailed
requiremernts of the ADA.

Definitions and Assumptions: The definitions and assumptions upon which analyses are based are set forfh in
appropriate sections of the Report and are to be pant of these gensaral assumptions as if included here in their entirety.

Dissemination of Material: Neither alt nor any part of the contents of the Report shalf be disseminated fo the generat
public through advertising or sales media, public relations media, news media, or other public means of communication
without the prior written consent and approval of Consultant.

Distribution and Liability to Third Parfies: Client may not distribuie copies of the Report to thind parties without the
prior express wiitten consent of Consuttant. In all cases, the Report shall be distributed in lts entirety only. Liabiity to
third parties will not be accepted.

Use in Offeting Materials; Neither the Consultent nor the Report shall be referenced, nor shall the Report, or any
portion of if, inclkuding, but not limited to, any estimaies, market surveys and related data, conclusions, exhibits and
supporting documentation, be reproduced in any sale offering, prospecius, public or private placement memorandum,
proxy stalement, or a decument used in conneclion with & merger, lguidation or ether corporate transaction without the
prior wriiten consent of Consuitant.

4 Horwath HTL

Holel, Towrism and Leisure



