
                                                     AGENDA 
1000 Englewood Pkwy – Community Room                                       City Council Study Session 
Englewood, CO 80110                                                           Tuesday, Feb. 16, 2016  6:00 p.m. 
 
 

City Council Dinner Available at 5:30 p.m. 
 

 
I. EMRF/Shea Properties Discussion 6:00- 7:00 p.m. 

 
II. 4th of July Festival Discussion 7:00 – 7:30 p.m. 

 
 



 
 

 
 
 

Englewood McLellan Reservoir Foundation 
 
 

To:   Mayor Jefferson and City Council Members  
 
Through:  Eric Keck, City Manager 
 
From:   Michael Flaherty, Deputy City Manager, on behalf of the Englewood McLellan  

             Reservoir Foundation (EMRF) 
 
Date:    February 11, 2016 
 
Subject:  EMRF Lease and Exchange Agreements with Shea Properties  
 
At the City Council Study Session on February 16, the Board of Directors of the Englewood McLellan 
Reservoir Foundation (EMRF) will discuss the terms of two agreements for Council’s upcoming 
consideration. Representatives of Shea Properties (Shea) will also be present to provide additional 
information and respond to questions. 
 
With the first agreement, EMRF seeks City Council support for the exchange of 12.3 acres of EMRF 
property in Highlands Ranch Planning Area 81 (PA 81) and 12.3 acres of adjacent Shea property, which 
was authorized by the passage of Ballot Question 2E in the November 2014 election.  
 
The second agreement is the lease, with an option to purchase after 20 years, PA 81 in total by Shea.  
The passage of Ballot Question 2K in November of 2015 authorized the sale of EMRF property, subject to 
approval of City Council. The attached aerial map of EMRF properties shows PA81 and the properties to be 
exchanged. 
  
Background 
In 1999, through Ordinance 41, City Council authorized the transfer of certain parcels of property in 
Douglas County near McLellan Reservoir to EMRF for the purpose of facilitating the development of those 
properties. Since that time, EMRF has managed and maintained the property, has made improvements, 
including over-lot grading, storm water management, and water quality facilities, and has platted most of 
the individual parcels. 
 
On December 17, 2007, Council supported EMRF in the sale of 10.87 acres of PA85 to RTD. On 
December 1, 2008, City Council supported EMRF in leasing 12.79 acres in PA84 to TT Denver, d.b.a. Mike 
Ward Infiniti. On December 6, 2010, Council approved a resolution of support for a lease agreement for 
approximately 10.14 acres in PA 85 with Benjamin Franklin Charter School. On October 17, 2011 City 
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Council adopted a resolution of support for a lease agreement for 7.3 acres in PA 84 with Miller Family 
Real Estate, LLC, d.b.a. Larry Miller Nissan. On March 4, 2013, Council adopted a resolution of support for  
completion of lease negotiations with MKS, LLC for lease of 9.89 acres in PA85.  A final lease agreement 
with MKS is pending.  
 
On July 6, 2015, City Council approved Resolution 85 that supported EMRF in its negotiations with Shea 
for the lease of PA 81 and the exchange of properties, as authorized by Ballot Question 2E in the 2014 
election. In 2014, the EMRF board of directors and Shea entered into discussion on the opportunities 
available to both parties by the lease of PA 81. Shea owns 60 acres immediately to the east and south of 
PA 81. A total development of nearly 100 acres, the last large track of undeveloped property in Highland 
Ranch. In July 2015, City Council authorized placing a ballot question on the November 2015 election that 
would allow the sale of EMRF property after a lease term of at least 20 years.  Englewood voters approved 
Ballot Question 2K on November 3, 2015. 
 
After the passage of Ballot Question 2K, Shea has sought initial entitlements from Douglas County, 
including determination of County requirements for roadway and park dedication. The land necessary for 
the required roadways to serve the development of PA 81 and for dedication of a three acre park to be 
allocated between Shea and EMRF. Shea has also worked with Douglas County on a Plan Amendment for 
Shea’s 60 acres to allow additional uses, primarily housing, which would be developed by Shea, and to 
eliminate some currently allowed uses, primarily industrial and auto related. While the amendment affects 
only the Shea property, the zoning will have a positive impact on the adjacent EMRF property. Shea has 
also initiated a preliminary platting of the entire 100 acres, which would become effective only upon 
execution of the lease with EMRF. 
 
Shea has secured a tenant of an institutional nature and has reached a tentative agreement for use of a 
significant portion of PA 81, based on the terms of the proposed lease with EMRF. The institutional use is 
subject to the approval of the option to purchase the property in the future, as provided by the approval of 
2015 ballot question. The nature of the institutional use is one of such permanence that a future purchase 
is a requirement of its agreement with Shea.  
 
Shea has provided a site plan of the entire 100 development along with a site plan and rendering of the 
required park, copies of which are attached and which will be discussed by the Shea representatives during 
their presentation to City Council.  
 
Shea Lease and Exchange Agreement Summary  
  
The basic terms of the property exchange and lease agreements are summarized as follows: 
 

Exchange Agreement  
1. Exchange of 12.3 acres of Shea property for 12.3 acres of EMRF property in PA 81 

(see the attached aerial map), as provided by Ballot Question 2E of 2014. 
2. Replatting of EMRF exchange property with adjacent Shea property, which becomes 

effective with the lease by EMRF of its PA 81 property to Shea.  
3. Cooperation by EMRF with Shea in the rezoning of the exchanged properties.  

 
Lease Agreement 

1.  An initial lease term of 20 years, with extension options up to 65 years.  
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2.  A net annual rental rate based on a $6/sq. ft. value with a capitalization rate of 4.5%, or   
approximately $9.5 million over the initial 20 year term of the lease.  
3.  An annual inflation rate increase of 2% the initial 20 year term with an adjustment after 
year 20, based on actual inflationary factors 
4.  A purchase option at the expiration of the initial lease term, based on a fair market 
value determined by appraisal of the land in an unimproved, vacant condition. 
5. The exchange agreement between Shea and EMRF will take place concurrently with the 
closing of the lease, and is subject to execution of the lease.  

 
Conclusion 
 
The proposed agreements with Shea are the most logical means of providing for the development of PA 
81. With our prior leases, public infrastructure in the form of utilities and roadways to serve those leased 
parcels was in place and the subdivision of property into leasable parcels was relatively uncomplicated due 
to the location of roadways and utilities. The development of PA 81 requires significant grading due to the 
current topography, particularly on the north side of the property, and requires construction of roadways to 
serve the interior of the property. The cost of the infrastructure improvements is in excess of $5 million, 
which is far beyond the financial capability of EMRF and poses risks that are well beyond justification for a 
public entity to undertake.  
 
Shea, as a private development company, has the experience and financial necessary capability to take on 
the risks incumbent with this project and as owner of adjacent property has the incentive to assume these 
risks.  
  
The EMRF Board of Directors plans to bring a resolution and a bill for an ordinance forward for Council’s 
consideration at the regular City Council meeting on February 29. The resolution would approve the 
exchange of properties with Shea; the bill for an ordinance would approve an agreement with Shea for the 
lease with option to sell of EMRF PA 81. Copies of both documents will be completed and included with 
Council materials for that meeting.  
 
 
Attachments: EMRF Properties Map 
 Proposed Shea Site Plans/Renderings 
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Proposed Shea Properties Master Site Plan



Proposed Park Site Plan



Artist’s Park Rendering
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