
AGENDA ITEM NO. 9.2 

 CITY OF ELK GROVE 
 CITY COUNCIL STAFF REPORT 

 
    

 
 
AGENDA TITLE: Receive an update on Project Elevate and 

consider a resolution authorizing the City 
Manager to execute an Exclusive Negotiation 
Agreement with Hines Interests Limited 
Partnership (CEQA Exempt) 

 
MEETING DATE: August 10, 2022 
 
PREPARED BY: Darrell A. Doan, Economic Development Director 

Christopher J. Jordan, AICP, Director of 
Strategic Planning and Innovation 

 
DEPARTMENT HEAD: Jason Behrmann, City Manager  
 
 
RECOMMENDED ACTION: 
 
Staff recommends that the City Council receive an update on Project Elevate 
and adopt a resolution authorizing the City Manager to execute an Exclusive 
Negotiation Agreement with Hines Interests Limited Partnership. 
 
BACKGROUND INFORMATION: 
 
In 2004, as part of the original approvals for the Laguna Ridge Specific Plan, 
the City obtained title at no cost to 76 acres of land for a future “Civic Center” 
southeast of the intersection of Elk Grove Boulevard and Big Horn 
Boulevard. The site consists of two pieces: 
 

1. An approximately 56-acre portion south of Civic Center Drive that has 
become known as District56, which includes the Aquatics Center, 
Community Center, Senior Center, Veterans Hall, The Preserve, and 
the future Library/Performing Arts Center; and 
 

2. An approximately 20.45-acre portion north of District56 bounded by Elk 
Grove Boulevard, Civic Center Drive, Big Horn Boulevard, and Big 
Timber Drive with underlying commercial zoning (APN 132-2110-004). 
This site has become known as Project Elevate. 
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In 2016, staff began an analysis of developing a “lifestyle” shopping center 
project on the north property. The concept involved an elevated shopping 
center anchored by a mix of high-end dining and entertainment options with 
boutique in-line retail surrounding highly amenitized public spaces. The 
objective of the project was to “elevate” the level of retail, dining, hospitality, 
and entertainment amenities in the city in a walkable environment with 
dynamic public spaces. For these reasons, staff refers to the project as 
“Project Elevate.” At the City Council retreat in February 2019, staff 
presented the Project Elevate concept to Council and received direction to 
continue work on it. 
 
While analyzing and refining the lifestyle center concept, Project Elevate 
evolved into a mixed-use neighborhood project on a traditional urban street 
grid that would complement District56 and provide an adjacent urban district 
experience for residents and visitors. The integration of uses, activities, and 
experiences at Project Elevate would be unique both within Elk Grove and 
the Sacramento region. 
 
In lieu of a traditional government Request for Proposals process, for Project 
Elevate the City desired to self-identify a programmatic design vision and 
seek a development partner that shared and could implement that vision, 
rather than allow developers to propose their own projects. 
 
In 2019, the City assembled and contracted with a design team led by ELS 
Architecture and Urban Design that included landscape architecture firm 
Lifescapes International and civil engineering firm Kimley Horn, to develop a 
formal vision and concept designs for Project Elevate. The City also hired 
Hoffman Strategy Group and Keyser Marston Associates for market analysis 
and financial modeling services, respectively. 
 
Design concepts were presented to the public at a workshop in September 
2019 and, based upon public feedback and additional research by City staff, 
further refinements were made. Most participants at the workshop identified 
support for the Project and encouraged the City to continue work on it. 
Additional outreach on the final design will be needed prior to Project approvals. 
 
In August 2020, the design vision was presented to the Council, which the 
Council endorsed. Due to the economic uncertainty at the time resulting from 
the COVID-19 pandemic, Council directed staff to take a wait-and-see 
approach to development of the Project, but to be open to development 
opportunities as they arose and to pursue development when and as 
practicable. 
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At that time, Council declared the property surplus as required by state law 
and directed staff to initiate surplus property proceedings and file required 
notices. The surplus property process is complete, and the City is now able 
to sell the property for commercial development purposes; notwithstanding, 
under state surplus property law, the Project will need to include a 15% 
affordable housing component (15% of all residential units provided within 
the Project must be affordable to households making less than 60% of the 
area median income, based upon household size). 
 
In 2021, as the local economy began to stabilize, staff engaged Turton 
Commercial Real Estate, a Sacramento-based brokerage and development 
firm with mixed-use expertise, to assist the City with marketing Project 
Elevate to qualified developers. In August 2021, Council approved a contract 
with Turton. 
 
On January 13, 2022, the City, with Turton’s assistance, released an Offering 
Memorandum to the development community designed to solicit qualifications 
of a development partner to purchase the site and develop the Project. The 
offering period closed on April 29, 2022. Four proposals were received.  
 
ANALYSIS/DISCUSSION: 
 

Staff and Turton reviewed each proposal carefully against the requirements 
of the Offering Memorandum and the established vision. A series of 
interviews and second interviews were conducted, and supplemental 
information was gathered. 
 
Following the proposal review process, Turton identified Houston, TX-based 
Hines as the best proposal and most qualified development partner, and staff 
concurs with Turton’s assessment. 
 
Hines is a 65-year-old international developer of mixed-use and other 
projects like Project Elevate with a national and international reputation for 
project delivery and success and an extensive list of public private 
partnerships. Hines has operated in 28 countries and has $90.3 billion of 
assets under management. Hines has a Sacramento office established in 
2002 with 27 employees and $818 million of assets under management. 59 
investment funds have sponsored Hines’s development projects over the last 
30 years. Hines’s architects are Gensler and TCA Architects, top 
international design firms. Staff believes Hines has the requisite expertise, 
experience, qualifications, and financial capabilities to develop the Project.  
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Hines proposes to develop the following Project components in a vertically 
integrated, mixed-use, walkable district with elevated amenities and public 
spaces. Hines’s proposal is attached to this report. 
 

• 864 residential apartment units. 
• 35,262 SF of retail and restaurants. 
• A 26,260 SF specialty market. 
• 78,000 SF of office. 
• A 100-room hotel. 
• 2 parking structures totaling 1,706 spaces. 

 

Staff believes that the proposed Project components and style of 
development are consistent with the City’s established vision for Project 
Elevate, and Hines is committed to working with the City during the ENA term 
to arrive at a final design that marries the City’s vision with development and 
market realities which would be presented to the Council for its approval at 
the end of the ENA period. 
 
Hines has developed a number of similar projects throughout the country 
including West Edge in Los Angeles, CA, City CenterDC in Washington, DC, 
Riverwalk in San Diego, CA, The Parks at Walter Reed in Washington, DC, 
and Fenton in Gary, NC. Locally, Hines has developed the Centene office 
campus in Natomas, Sacramento, and is developing the residential Natomas 
Fountains project in Sacramento, as well as Salesforce Tower in San 
Francisco. These projects and others are detailed in Hines’s proposal. 
 
To memorialize the selection of Hines as its development partner, staff 
recommends the Council adopt a resolution to enter into an Exclusive 
Negotiation Agreement, or ENA, with Hines Interests Limited Partnership. 
The key terms of the ENA include the following items: 
 

• The parties agree to work exclusively with each other to refine the 
City’s concept design and program of uses in accordance with the 
City’s established vision and current market realities and negotiate an 
agreement to sell the land and develop the Project. 

• The initial term is for six months, with two six-month extension options, 
all subject to termination by either party on thirty days’ notice. 

• During the term of the ENA the parties will do the following: 
 

• Prepare concept design drawings. 
 

• Prepare budget and pro-forma. 
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• Identify the amount and type of City financial participation, if any. 
 

• Identify the purchase price for the land. 
 

• Identity the terms and timeline by which Hines will purchase the 
land and develop the Project. 
 

• Prepare a Disposition and Development Agreement (“DDA”) or 
other appropriate agreement for Council consideration. 

 

It is anticipated that the above items will take approximately six months to 
complete; however, additional time may be required and would be permitted 
under the ENA. At the conclusion of the above work, staff would present the 
proposed DDA or other dispositive agreement to Council for consideration. 
 
The DDA or other appropriate agreement would be the contract whereby the 
City would sell the property to Hines and establish the process whereby 
Hines would seek Project approvals, close escrow, and commence and 
complete construction of the Project in phases. Should the Council ultimately 
approve an agreement such as a DDA, Hines would proceed with an 
entitlement application as soon as practicable following such approval. The 
timeline and conditions of closing and the post-close development 
obligations and timeline would also be detailed. It is anticipated that Project 
approvals would likely include a District Development Plan and Design 
Review of Phase I, and staff anticipates that the Planning Commission would 
be the approving authority unless appealed to Council. Additional 
neighborhood outreach, and environmental impact review and mitigation, 
would be components of the entitlement process. 
 
ENVIRONMENTAL ANALYSIS:   
 

The approval of the ENA provides a framework for the negotiation of an 
agreement that could lead to a project subject to review under the California 
Environmental Quality Act (“CEQA”).  (Pub. Res. Code §§ 21000, et seq.)  
However, approval of the ENA does not constitute the approval of a project 
under CEQA, and it is exempt from CEQA review. (Pub. Res. Code § 21065, 
CEQA Guidelines §§ 15060(c),(2)(3); 15061(b)(3); 15378.)   
 
ALTERNATIVE ACTIONS: 
 

The Council could elect not to approve the ENA with Hines and direct staff 
to select an alternate developer from the four submittals and return with an 
ENA with that developer, Council could direct staff to reject all proposals and 
initiate a new Offering Memorandum process, or Council could direct staff to 
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abandon the Project. Staff does not recommend any of these alternatives for 
the reasons stated in this report. 
 
FISCAL IMPACT: 
 
There is no fiscal impact other than staff time and resources associated with 
the recommended action. Turton remains under contract to assist the City 
during the ENA term, advise the City on structuring the DDA or other 
appropriate agreement, and assist the City with reaching a successful 
closing. $120,000 is budgeted in the FY 2022-23 Budget under Economic 
Development for this purpose. No other consultants are currently under 
contract to the City for the Project. Should additional consultants be required, 
$30,000 is reserved in the Budget under Economic Development for that 
purpose and other funds within the Budget could be made available if 
needed.  
 
It is anticipated that some request for City financial participation in the Project 
may be sought by the developer. The amount and structure of that 
participation is yet to be determined.  As an alternative to direct financial 
participation, the City could construct public streets and utilities, or public 
parking to support surrounding development. The City could also provide 
funding to support the affordable housing component of the project. 
 
It would be staff’s intent under the DDA or other appropriate agreement to 
obtain a fair market value purchase price for the property supported by an 
appraisal. 
 
Upon execution of the DDA or other appropriate agreement, it is anticipated 
Hines would be largely responsible for all development and construction 
costs from that point forward, except those costs detailed in the DDA that 
would be borne by the City. The DDA may contain provisions for reimbursing 
Hines for a portion of pre-development costs should the Project not be 
approved by the Planning Commission or City Council, all subject to further 
negotiation of the parties. 
 
ATTACHMENTS: 
 

1. Resolution authorizing execution of the ENA 
2. Exclusive Negotiation Agreement 
3. Hines Proposal 
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ATTACHMENT 1 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF ELK GROVE 
AUTHORIZING THE CITY MANAGER TO EXECUTE AN EXCLUSIVE NEGOTIATION 

AGREEMENT WITH HINES INTERESTS LIMITED PARTNERSHIP FOR PROJECT 
ELEVATE  

 
 

WHEREAS, the City of Elk Grove (City) is the owner of approximately 20.45 acres of 
land located north of District56 and southeast of the intersection of Elk Grove Boulevard and 
Big Horn Boulevard (APN 132-2110-004) bounded by Elk Grove Boulevard, Big Horn 
Boulevard, Civic Center Drive, and Big Timber Drive which is known as Project Elevate; and 

 
WHEREAS, on August 12, 2020, the City Council approved a concept vision for 

the development of Project Elevate that includes a dense, urban, walkable, mixed-use 
district with integrated elevated retail, dining, hospitality, and entertainment uses and 
dynamic highly amenitized public spaces, and directed City staff to pursue development 
of the Project as and when practicable given economic conditions; and 
 

WHEREAS, on January 13, 2022, the City and its consultant, Turton Commercial 
Real Estate, issued an Offering Memorandum to identify qualified development partners 
interested in acting as developer of Project Elevate; and 

 
WHEREAS, four proposals were received in response to the Offering 

Memorandum; and  
 

WHEREAS, City staff and its consultant have reviewed the proposals and 
recommend to the City Council the selection of Hines Interests Limited Partnership as the 
City’s development partner for Project Elevate, all subject to further negotiation, project 
development, and project review, including, as appropriate, review under the California 
Environmental Quality Act prior to project approval; and 

 
WHEREAS, to memorialize the selection of Hines Interests Limited Partnership as 

the City’s development partner for further negotiation for Project Elevate, an Exclusive 
Negotiation Agreement has been prepared for execution between the parties; and  

 
WHEREAS, the approval of the Exclusive Negotiation Agreement does not 

constitute the approval of a project under the California Environmental Quality Act 
(“CEQA”), and it is exempt from CEQA review. (Pub. Res. Code § 21065, CEQA 
Guidelines §§ 15060(c),(2)(3); 15061(b)(3); 15378.). 
 
 NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Elk 
Grove hereby authorizes the City Manager to execute an Exclusive Negotiation 
Agreement with Hines Interests Limited Partnership, in substantially the form presented, 
and subject to approval as to form by the City Attorney.   
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 PASSED AND ADOPTED by the City Council of the City of Elk Grove this 10th day 
of August 2022 
 
 
 
              
       BOBBIE SINGH-ALLEN, MAYOR of the  

CITY OF ELK GROVE 
 
 
ATTEST:      APPROVED AS TO FORM: 
 
 
 
                 
JASON LINDGREN, CITY CLERK  JONATHAN P. HOBBS 

CITY ATTORNEY  
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