
 

   

 

                   

                                                                  MEMORANDUM 
                     

 

 

 TO:  HONORABLE MAYOR & FROM:   Henry Gardner     

                      CITY COUNCIL 

  

SUBJECT:  Rotunda Garage                         DATE:   November 25, 2014 

          ________________ 
 

 

INTRODUCTION 
 

At the Rules Committee on June 26, 2014, Gene Hazzard submitted a citizen scheduling request, 

seeking City default action against Rotunda Garage LP.  Rather than schedule an item for the 

Community and Economic Development Committee, the Rules Committee asked the City 

Administrator to publish an Informational Memorandum addressing the issues raised by Mr. 

Hazzard with the following title: 
 

(1) An Item Regarding The $5.7 million Nationwide Insurance Company Loan Issued 

To Rotunda Garage LP (Aka Phil Tagami) On Rotunda Garage [Parcel 2] On 

March 24, 2006. Stated Purpose Of The Loan Pursuant To City Council Resolution 

No. 78669 C.M.S. And Agency Resolution No. 2004-0036 C.M.S. On August 26, 

2004.  

 

(2) Default Action Is Required For Violation Of Article XVI(16) And The Following 

Sections: 16.01, 16.02, 16.04 And 16.05 For The 17th Street Garage Parcel 2 

 

This memorandum responds to the request and provides information on the disposition and 

development agreement (the “Property DDA”) between the Redevelopment Agency (“Agency”) 

and Rotunda Garage LP (“Developer”) for the sale and lease of four parcels located adjacent to 

the Rotunda Building on a block bounded by 16th Street, 17th Street and San Pablo Avenue in 

the Central District (“Property”) to develop a 320-space public parking garage, approximately 

3,000 square feet of adjacent retail, and a temporary surface parking lot (“Project”).  

 

 

  



 

   

BACKGROUND/LEGISLATIVE HISTORY 

 

This issue has been discussed several times over the last year.  There have been several Agenda 

Reports and an informational report on this matter, including: 

 

1. Informational Memorandum dated December 10, 2013 

2. Agenda Report dated January 17, 2014 

3.  Supplemental Agenda Report dated February 4, 2014 

4. Agenda Report dated May 2, 2014, 2014  

 

All four documents are attached to this memorandum. 

  

A. DDA for Property  

 

On August 26, 2004, pursuant to Resolution No. 2004-36 C.M.S., the Agency entered into the 

Property DDA with Rotunda Garage LP. Rotunda Partners II, LLC (the developer under the 

Rotunda DDA) is the limited partner in Rotunda Garage LP (see Attachment A – Informational 

Memorandum dated December 10, 2013, which included the Agenda Report from June 8, 2004 

when the Property DDA was approved by the City Council).  Pursuant to the terms of the 

agreement, the Agency divided the Property into four parcels (see Parcel Map also included in 

Informational Memorandum dated December 10, 2013: Parcel 1- the garage site; Parcels 2 and 3 

- retail or commercial sites; and Parcel 4 - a remainder site on 16th Street with garage access 

easements).  The following outlines the key terms and conditions included in the Property DDA: 

 

 Rotunda Garage LP could purchase Parcels 1, 2 and 3 for $99 each, and ground lease Parcel 

4 for $1 per year for a term of up to 20 years (in 5-year increments), or until the parcel is 

ready for development by Rotunda Garage LP or another entity.   

 

 The Property DDA required the Developer to commence development on Parcels 2 and 3 no 

later than April 2011.   

 

A more detailed discussion of the Property DDA can be found in the attached Informational 

Memorandum dated December 10, 2013. 

 

B. Amendments to Property DDA 

 

On April 18, 2009, the Agency and Developer amended the Property DDA for the first time by 

entering into an Agreement to Extend Development Deadlines to extend (1) the purchase and 

development rights of Adcock/Joyner Apartments, the property owner adjacent to Parcel 4, who 

had an option to purchase Parcel 4 under the Property DDA, by 16 months to March 2010, and 

(2) the right of Rotunda Garage LP to start Project development on Parcel 2 and 3 by two years 

from April 2011 to April 2013, effectively increasing the period for the Developer to develop 

these parcels from 5 to 7 years before the Agency could exercise its repurchase rights. In June 

2012, a building permit for Parcel 2 was issued and foundation piers were installed thereafter.  

 

In May 2013, the Property DDA was amended for a second time to: (1) provide written Agency 

consent to the transfer of Parcel 2 from the Developer to a new developer, San Pablo 

Commercial Center LLC (SPCC); and (2) modify the Property DDA’s security requirements for 

further development of Parcel 2 by SPCC.  After obtaining the Agency’s consent to transfer, the 

Developer sold Parcel 2 to SPCC for $152,000.  The reuse appraisal, which is discussed in more 



 

   

detail below, acknowledged an estimated sales price for Parcel 2 of $335,300, based on a 2004 

appraisal by City staff.  SPCC has not proceeded with any further construction. Additionally, 

SPCC has not yet satisfied the amended security requirements for the development of Parcel 2. 

Accordingly, SPCC is in default of the Property DDA. 

 

C. Project Status for Parcels 2 and 3 

 

Rotunda Garage LP is still the developer for Parcel 3 and SPCC is now the developer for Parcel 

2.  The status of the projects on these parcels is: 

 

 Parcel 2.  Based on information from the SPCC and additional information provided by the 

lender, Summit Bank, the project has progressed more slowly than anticipated.  The May 2, 

2014 Agenda Report estimated approval of the construction loan by July and start of 

construction by August.  SPCC received a construction loan in late October and started 

project construction in early November. 

 

 Parcel 3.  Rotunda Garage LP is working on a pop-up retail space build from modified 

shipping containers for this parcel.  The proposed container configuration currently includes 

a walk-up coffee vendor with indoor and outdoor seating.  Rotunda Garage LP has executed 

an agreement for architectural and engineering services with SG Blocks, a New York-based 

firm that specializes in designing container-based structures.  The agreement includes 

delivery of the containers, which will be modified for the proposed use at the Con-Global 

facility in Oakland.  Rotunda Garage LP is ready to submit documents for design review and 

planning approvals in December with a construction start anticipated for the spring of 2015. 

 

 

ANALYSIS 

 

An Item Regarding The $5.7 million Nationwide Insurance Company Loan Issued To 

Rotunda Garage LP (Aka Phil Tagami) On Rotunda Garage [Parcel 2] On March 24, 2006. 

Stated Purpose Of The Loan Pursuant To City Council Resolution No. 78669 C.M.S. And 

Agency Resolution No. 2004-0036 C.M.S. On August 26, 2004.  

 

Private financing for the 17th Street Garage is not only anticipated, it is required under DDA 

Section 7.01 Conditions Precedent to Agency's Obligations To Convey Site, and Section 8.04 

Construction Loan.  Refinancing of the construction loan with permanent financing usually takes 

place soon after project completion and commencement of operations, which would have been in 

March 2006.  Once the garage is finished, there is no restriction on refinancing.   

 

 

Regarding default action required for violation of Article XVI (16) and the following 

Sections of the Property DDA: 16.01, 16.02, 16.04 and 16.05 for the 17th Street Garage 

Parcel 2. 

 
The referenced sections of the Property DDA include: 

 

16.01  Definition of Transfer 

16.02 Purpose of Transfer Restrictions 

16.03 Agency Reliance On Developer Qualifications 

16.04 Prohibited Transfers 



 

   

 
The problem with this claim is that the prohibition on transfers, 16.04, states ‘Developer 

represents and agrees that it has not made, and will not make or permit, any Transfer, either 

voluntary or by operation of law without the written consent of Agency.” The developer received 

Agency approval for the transfer of Parcel 2, per the attached Second Amendment to the DDA.  

Therefore there is no default related to the transfer.  This explanation was most recently provided 

in the May 2, 2014 Agenda Report.  

 

As has been stated previously, the only default is a failure to develop Parcels 2 and 3 per the 

revised schedule for development from the First and Second Amendments.  These projects were 

greatly delayed by the economic downturn that started in 2007.  Even with the extension to April 

2013 to start development, the projects have not been able to meet the required Property DDA 

development schedule.  But given the status of the projects and the time it would take the City to 

find another developer and advance development proposals to the same state, staff considers it 

much more expedient to allow Rotunda Garage LP and SPCC more time to complete their 

respective efforts.  In addition, the City will not be required to reimburse Rotunda Garage LP and 

SPCC for site preparation costs and other improvements to Parcels 2 and 3, which would the 

case if the City were to declare Rotunda Garage LP and SPCC in default.   

 

 

CONCLUSION 

 

The business terms established in the Property DDA between the Agency and the Developer for 

the development of the 17
th

 Street parking garage offer several benefits. The development of the 

garage was a key component of the Agency’s overall Uptown redevelopment strategy. Primarily, 

the new garage provided needed parking not only for the Rotunda Building, but for the entire 

Uptown area.  The new parking partially offsets the loss of 1,200 parking spaces that resulted 

from the development of the Uptown Apartments. The new garage also benefits many new 

surrounding businesses, including the Fox Theater and Oakland Ice Rink, which are owned by 

the City of Oakland. 

 

  



 

   

Rotunda Garage LP has not met the terms of the Property DDA with regard to the development 

of Parcel 3.  SPCC has not met the terms of the Property DDA with regard to the amended 

requirements for the development of Parcel 2.  But both parties are moving forward with their 

development proposals and should be given additional time to complete these projects.   

 

 

 

For questions regarding this report, please contact Patrick Lane, Development Manager at 510-

238-7362. 

 

 

 

Respectfully submitted, 

 

   /s/ 

 HENRY L. GARDNER 

 City Administrator 

 

 

 

  

Attachments: 

 

Attachment A – Informational Memorandum dated December 10, 2013   

Attachment B – Agenda Report dated January 17, 2014  

Attachment C – Supplemental Agenda Report dated February 4, 2014 

Attachment D – Agenda Report dated May 2, 2014  

Attachment E – Second Amendment to Property DDA 

 

 

 

 








































































































































































