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Attachment 3: DOF email, April 15, 2021
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CAC Exhibit B

(SA Staff Report)
Date: April 26, 2021
To: San Mateo County Countywide Oversight Board
From: Cara E. Silver, Legal Counsel
Subject: Former Menlo Park Community Development Agency Requesting Approval for

Purchase and Sale Agreement for Vacant Alley Parcel Adjacent to 1345 Willow
Road, Menlo Park

Former RDA: Menlo Park

Background.

On March 8 and 15, 2021, the Oversight Board (“Board”) conducted a public hearing on the
former Community Development Agency (“CDA”) of the City of Menlo Park’s request to sell an
abandoned right of way to the adjoining neighbors. At the hearing, the Board approved the sale
of the northern portion of the alleyway for $1 to Menlo Gateway Inc. for an affordable housing
project, and the sale of the southern portion of the alleyway for $154,500 (the appraised value of
$100/sf) to Caballero Trust for potential future redevelopment opportunities.

The resolution documenting the Board’s approval of the sale was submitted to the State
Department of Finance (“DOF”). On April 23, 2021, DOF responded with a partial approval for
the sale of the southern portion. (Attachment 1.)

Discussion.

During DOF’s review of the sales transaction, DOF staff notified the CDA that pursuant to
Health and Safety Code (HSC) section 34177 (e), the Agency must sell the property at “fair
market value”. Per the DOF, the appraisal provided in support of the sale indicated the fair
market value is $100/sf and there is no evidence that $1 could be considered fair market value.!
Therefore, DOF approved the sales price of the southern portion of the alleyway, which
reflected the fair market value. DOF would not approve the sales price of the northern portion
unless it reflected the fair market value as well.

Based on this feedback, the CDA and Menlo Gateway, Inc. agreed to increase the purchase
price of the northern portion for the fair market value of $100/sf, or $235,500 in a letter dated
April 9, 2021 (Attachment 2). While DOF agreed that the increased purchase price reflects the

1 The CDA disputes this interpretation. The statute reads: “The disposal is to be done expeditiously and in a
manner aimed at maximizing value.” The CDA asserted that in this case “fair market value” was not the appropriate
proxy for “maximizing value”. The CDA informed DOF that the record indicated that the overall transaction
maximized value in that there were no other realistic purchasers for the remnant parcel other than the adjacent
property owners, that the remnant parcel was not developable on its own, that the appraisal report indicated the
property had considerable less utility as a standalone property, that the Caballero trust did not need the parcel for
any immediate development plans and that the trust was supportive of MidPen’s purchase of the property as they
intended to make infrastructure upgrades that benefitted the trust’s property, and that MidPen’s request to purchase
the property was largely to accommodate fire safety access, rather than maximizing rental values.
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