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At the meeting of the Council held July 13, 2005, the following 
action was taken: 

Attached report adopted ....... ····- .. __ ·----· ........ ··-----··· X 
Attached motion adopted() .. __ .. _ ...... _ ........... _._ ......... ·-----~ 
Attached resolution adopted() .................. ___ ............ ·--~-----
Motion adopted to approve attached report ...... ···-·· .... ··- ... _____ _ 
Motion adopted to approve attached communication ............ __ -~------
To the Mayor FORTHWITH_··--··--·- .. --- ·- .......... ··- -· ·- ······-~----
Mayor failed to act - deemed approved ..... _.··-· .......... ··--·------
Findings adopted .... ___ .. _ ........................ _ ............ ----~-
Negative Declaration adopted ...... __ . ____ ..................... ·~------
Categorically exempt ....................... _ ... __ ._ ...... __ .... _____ _ 
Generally exempt ............ _ ..... _ ... _. __ ........... _ ......... _____ _ 
EIR certified ... _._ ...................... _._ .............. ___ .. _____ _ 

City Clerk 
dng 

PLACf:. IN FILES 

JUL , 9 2005 

DEPUTY 



\~ TO THE COUNCIL OF THE 
CITY OF LOS ANGELES 

File No. 03-0926 

Your 
COMMITTEE 

HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT 

reports as follows: Yes No 
Public Comments XX 

HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT COMMITTEE REPORT relative 
to increasing the Work Order amount for the law firm of Fox & Sohagi for litigation and 
settlement services related to the demolition of the historic "Giese Residence." 

Recommendation for Council action: 

AUTHORIZE the Chief Executive Officer, Community Redevelopment Agency (Agency), or 
designee, to increase the work order amount for the law firm of Fox & Sohagi in the amount of 
$22,000 (from $270,000 to $292,000) for additional legal services related to the settlement of 
the litigation entitled Palmer Boston Street Properties II vs. City of Los Angeles and Community 
Redevelopment Agency, United States District Court Case No. CV03-6402-SVW, regarding the 
demolition of the historic "Giese Residence" located near the southeast corner of Figueroa 
Street and Cesar Chavez Avenue in the Chinatown Redevelopment Project Area. 

Fiscal Impact Statement: The Agency reports that this action will not impact the General Fund. 

Summary: 

On June 16, 2005, the Agency Board of Commissioners considered an Agency staff report 
relative to increasing the Work Order amount for the law firm of Fox & Sohagi for litigation and 
settlement services related to the demolition of the historic "Giese Residence." In its report to 
the Board, the Agency states that law firm of Fox and Sohagi has represented the Agency 
throughout the litigation, settlement and implementation of the settlement related to the lawsuits 
filed by the developer of the Orsini project, Palmer Boston Properties following City Council 
action against the developer for demolishing an historic residence. 

On June 3, 2004, the Agency Board approved a budget increase of $170,000 for Fox & Sohagi 
(from $75,000 to $245,000) to pay for the unexpectedly accelerated and hostile discovery and 
trial preparation stages of the lawsuit, and for future services to negotiate a settlement of the 
lawsuit. On July 19, 2004 the Agency, City and Palmer executed a settlement agreement 
resolving three Palmer lawsuits, the 5 year ban on development of the Orsini II project, and 
multiple contentious issues among the parties. Fox & Sohagi successfully negotiated and 
drafted a settlement agreement. Following execution of the settlement agreement, several 
unforeseen events occurred which required a $25,000 budget increase. 

During the period leading to Agency Board consideration of the Project's discretionary approval, 
several unforeseen events occurred which now require a $22,000 budget increase. This budget 
increase is the final increase because the Agency Board approved the Project on May 19, 2005. 
The events which required unanticipated legal work from Fox & Sohagi were: (I) flawed CEQA 
documentation for the Project (Le., a legally deficient revised MND, and a missing Mitigation 
Monitoring and Reporting Program); (ii) three Board Meetings required to grant the Project's 
discretionary approval (the Settlement Agreement described only one Meeting); (iii) Palmer's 
accusations of Agency breach of the Settlement Agreement (with the need for legal responses 
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thereto); and (iv) Agency Board requests to Fox & Sohagi for additional legal research and 
advice (e.g., would proposed Board actions on the Project's discretionary determination 
constitute breach of the Settlement Agreement and companion legal issues dealt with in closed 
session). The Board approved the discretionary residential use for the Project site at its third 
Authorization to increase contract authority for Fox & Sohagi meeting on Orsini II (May 19, 
2005). As a result of these events, Fox & Sohagi exceeded its $270,000 budget by 
approximately $22,000. Accordingly, Agency staff asked the firm to prepare a Revised Budget 
of $22,000 (from $270,000 to $292,000) to cover payment of the above-described legal work. 

On June 16, 2005, the Agency Board approved staff's recommendation to increase the budget 
with Fox & Sohagi by $22,000. 

At its meeting held July 6, 2005, the Housing, Community, and Economic Development 
Committee discussed this matter with representatives of the Agency and Fox & Sohagi. As part 
of the settlement negotiated by Fox & Sohagi, Palmer agreed to contribute $200,000 for Project 
Area improvements. It was stated that this contribution will allow Agency staff to budget existing 
Project Area funds for other uses. Councilmember Parks questioned whether the settlement 
amount should also have paid the City's legal expenses. Following its discussion, the 
Committee recommended that Council approve the Agency's request to increase the Work 
Order amount for the law firm of Fox & Sohagi for litigation and settlement services related to the 
demolition of the historic "Giese Residence," as recommended by the Agency Board. 

Respectfully submitted, 

HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT COMMITTEE 

MEMBER 
GARCETTI 
LUDLOW 
REYES 
PADILLA 
PARKS 

JAW 
7/08/05 
CD 1 

#030926b.wpd 

VOTE 
YES 
ABSENT 
ABSENT 
YES 
YES ~~ 

ADOPTED 
JUL 1 3 2005 

LOS ANGELES CITY COUNCIL 

2 



COUNCIL VOTE 

Jul 13, 2005 10:55:29 AM, #3 

Items for Which Public Hearings Have Been Held - Items 11-33 
Voting on Item(s): 11~16-20,22-25,27-32 
Roll Call 

CARDENAS Yes 
GARCETTI Yes 
*GREUEL Yes 
HAHN Absent 
LABONGE Yes 
PARKS Absent 
PERRY Yes 
REYES Yes 
ROSENDAHL Yes 
SMITH Yes 
WEISS Yes 
ZINE Absent 
PADILLA Yes 
VACANT Absent 
VACANT "Absent 
Present: 10, Yes: 10 No: 0 



HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT 
COMMITTEE 

NOTIFICATION OF COUNCIL ACTION 

Council File No. C)~-O~L,h 

r1 Council Member( s) \ 

o Interested Department 

o Mayor ( with/without file) 

~ Chief Legislative Analyst 

~ City Administrative Officer 

f!J Controller 

D City Clerk 

o City Clerk, Chief Administrative Services 

D Treasurer 

~ City Attorney (with blue sheet I wi o~tblue~ 

o General Services Department 
../ 

D Department of Transportation 

o Personnel Department 

o Los Angeles Housing Department 

o Community Development Department, General Manager, Clifford Graves 

o cc: Contact Person 

E;l Community Redevelopment Agency 

o Board ofPublic Works 

o Workforce Investment Board 

. o Workforce Investment Board, Youth Council 
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Community Redevelopment Agency 
of the CITY OF LOS ANGELES 

354 South Spring Street I Suite 800 
Los Angeles I California 90013-1258 

CRA File No. 
Council District: 
Contact Person: 

Honorable Council of the City of Los Angeles 
John Ferraro Council Chamber 
200 N. Spring Street 
Room 340, City Hall 
Los Angeles, CA. 90012 

Attention: John White, Office of the City Clerk 

COUNCIL TRANSMITTAL: 

DATE, JUN 1 6 2005 
FILE CODE I 

T 213 977 1600 IF 213 977 1665 
www.crala.org 

David Riccitiello 
(213) 977-1794 

Transmitted herewith, is a Board Memorandum adopted by the Agency Board on June 16, 
2005, for City Council review and approval in accordance with the "Community Redevelopment 
Agency Oversight Ordinance" entitled: 

VARIOUS ACTIONS RELATED TO: 

INCREASE OF WORK ORDER AMOUNT FOR THE LAW FIRM OF FOX & SOHAGI BY 
$22,000 (FROM $270,000 TO $292,000) FOR LITIGATION AND SETTLEMENT SERVICES 
RELATED TO THE DEMOLITION OF HISTORIC "GIESE RESIDENCE", DEVELOPER'S 
LAWSUIT AGAINST AGENCY AND CITY, SETTLEMENT OF THE LAWSUIT, AND 
SUBSEQUENT IMPLEMENTATION OF THE SETTLEMENT AGREEMENT FOR THE 
LAWSUIT, CHINATOWN REDEVELOPMENT PROJECT AREA. 

RECOMMENDATION 

That City Council approves recommendation(s) on the attached Board Memorandum. 

ENVIRONMENTAL REVIEW 

The proposed action does not constitute a "project" as defined by the California Environmental 
Quality Act ("CEQA"). 

FISCAL IMPACT STATEMENT 

There is no fiscal impact to the City's Gener 

f'~. Q '.!:: -
.... -- -~-----

JUN 2 3 200!1 

Housing, Community and Economic Development 
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CITY CLERK, 

BY. ~ DEPUTY 



cc: John White, Office of the City Clerk (9 copies-three hole punched) 
Lisa Johnson, 
Scott Eritano, Office of the CAO 
Paul Smith, lvania Sobalvarro, Office of the CLA 
Renata Simril, Office of the Mayor 
Neil Blumenkopf, Office of the City Attorney 

----~--
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THE COMMUNITY REDEVL __ PMENT AGENCY OF THE CITY OF __ S ANGELES,.C.A.LIFORNIA 

DATE: 

TO: 

FROM: 

' 
. . RESPO~SIBLE 

PARTIES: 

SUBJECT: 

~-

ME r.Xo RAND u M 

JUNE 16, 2005, 

AGENCY COMl\11SSIQNERS 

ROBERT R. OVROM, CHIEF EXECUTIVE OFFICER 

CURT HOLGUIN, DEPUTY CITY ATTORNEY 
LILLIAN BURKENHEIM, PROJECT MANAGER . ., ~ 

. . . 

8 
CH6990 

INCREASE OF WORK ORDER AMOUNT FOR THE LAW' FIRM·OF FOX & 
SOHAGI BY $22,000 (FROM $270,000 TO $292,000) FOR LITIGATION AND 
SETTLEMENT .SERVICES RELATED TO THE DEMOLITION OF HiSTORIC 

."GIESE RESIDENCE", DEVELOPE.R'S LAWSUIT AGAINST AGENCY AND 
CITY, SETTLEMENT OF THE LAWSUIT, AND SUBSEQUENT 
IMPLEMENTATION OF THE SETTLEMENT AGREEMENT FOf3 THE 
LAWSUIT 
'CHINATOWN REDEVELOPMENT PROJECT AREA 
CD1 . 

RECOMMENDATION . 
r 

That the Agency, subject to City Council review and approval, authorize the Chief Executive Officer, 
or designee, to increase the work order amount for the law firm of Fox & Sohagi ("Fox & Sohagi ") in 
the amount of $22,000 (from $270,000 to $292,000) for additional legal services related to the 
setflement of the' litigation titled Palmer Boston Street Properties II vs. City of L6s Angeles a·nd 
Community Redevelopment Agency (USDC Case No. CV03-6402-SVW). 

SUMMARY 

The law firm of Fox and Sohagi has represented the Agency throughout the litigation, settler'neQ.~ and 
implementa.tion of the settlement related Jo the lawsuits filed by the developer of the Orsini project, 
Palmer Boston Properties following City Council action against. the developer for demolishing an 
historic residence. 

In June 2002, Palmer Boston Street Properties II ("Palmer'') filed an application with the Agency for 
clearance of a permit to allow demolition of a 191

h century residential building known as the "Giese 
Residence" located near the southeast corner of Figueroa Street and Cesar Chavez Avenue in the 
Chin~town Redevelopment Project Area ("Project Area"). A map of the Project Area showing the 
location of th_e Gies!3 Residence is appended hereto as "Attachment A". The demolition of the Giese 
Residence was sought to develop Phase II of Palmer's luxury residential project known as "Orsini II". 
Agency staff determined that the Giese Residence was potentially historically significant, and 
accordingly, that an Environmental Impact Report ("EIR") must .be prepared before a clearance of 
the demolition permit could be issued. ·· 
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On October ·31, 2002,' Agency staff advised Palmer's legal counsel of its EIR determination. 
However, Palmer disagreed and refused td pre.pare the· EIR based on the contrary conclusions of its 

' own historic consultant. ,. 

' 
Over a weekend in mid April 2003, Palmer's crews demolished the Giese Residence without a 
permit and without .. prior preparation of an EIR. Just two days· prior to this demolition, a-team of . 
historic preservationists, Agency staff; and City officials had met to finalize:-a plan to have the Giese 
Residence· relocated at no expense to Palmer. · 

•, ..... l • .,-, .I- '.; ;t 

On November 18, 2003, the Board of Building & Safety Commissioners voted t~ invoke the City's 
Scorched Earth .. Ordinance ("Ordinance")' against Palmer for th~ permitless demolition of the' .. Giese 
Residence. 'Thi Ordinance was 'enacted .to deter pr~cisely this type of preemptive illegal demolition 
of historic structures. The Ordinance ·was imposed on the .Orsini II· site· for the maximum 5-year. 
period. This. resulted in the develop!llent.of Palm'.er's Orsini ltproject being banned for five years. 

! 

The Litigation Against The Agency Anc:f City 
: .. 

On September 8, 2003, Palmer filed a complaint· against Jhe Agency and City in Federal District 
Court.' Palmer alleged· the Agency Violated its procedurar due process, substantive due -process, 
and ~qual protection rights unde(the US Constitution. As grounds for th~se allegations, Palmer 
contended that the Agency: (i) failed to timely act on Palmer's application for the demolition permit; 
(ii) refused to issue a Mitigated Negative Declaration' (MND) for the proposed demolition, instead of 
requiring an EIR; · (iii) failed to itself prepare and certify'that EIR for the proposed demolition; and (iv) 
exposed Palmer to substantial risk of civil and criminal liability arising out of the. public nuisance 

, created by the dangerous conditions of the Residence. Palmer demanded: $1 O million in damages 
against the Agency and the qty, and an injunction against the City's continued application of the . 
Ordinance to the Orsini II site. - ·, ~~ 

The Agency engage'd Fox'1& Sohagi as litigation counsel to defend againsfth.is:complaint. Fox & 
Sohagi submitted a preliminary budget estimate of $75,000 to h.andle the _litigation (Attachment B 
hereto). · · " :. 

On March 8, 2004, the Agency and City filed Motions for Summary Judgment. The Court granted 
0

(in 
part) the , Agency's Motio~ for Summary Judgment allowing for the deposition . of sitting 
Councilmember Reyes pending its final determination on . the qne remaining cause of action pied 
against the Agency. Almost simultaneously,. Palmer request~d settlemenf negotiations of the 
lawsuit. These negotiations started as-bilateral Palmer-City negotiations because the chief remedy 
sought by Palmer was release from the City's Scorched Earth ban· on the Orsini II 'site. The 
negotiations evolved into trilateral Palmer-City-Agency negotiations· as the Agency needed to 
present its req.uirements for settlement ·Palmer would not have commenced seJtlement negotiations· 
without.the Ag.ency lea?ing the strong charge.and obtaining the·summa.ry judg~ent_rulirig., 

~ 4 y 

The First Budget ln~rease 

- " .... ~ 

On June 3, 2004, the Agen·cy. Board approved a qudget increase of $170,000.for Fox & Sohagf (from 
$75,000 to $245,000) to pay. for the unexpectedly accelerated and hostile discovery'' an'd trial 
preparation stages of the lawsuit, ·and for future services to negotiate a settlement of the lawsuit 
(Attachment C hereto). . 'J ' • 

\ 

\ 
'' 
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The Settlement Agreement Ending The Litigation 
' . ;:. ,, .,t 

on· July.19, 2004 the Agency, City and•Palmer,executed .a settlement agreement resolving three 
Palmer lawsuits, the 5. year ban on developm~nt of the Orsini .11 J)roject, and-multiple contentious 
issues among the parties ("Settlement Agreement"). Fox & Sohagi (working with Agency and City 
staff) ·successfully negotiated and drafted the Settlement Agreement. This Agreement is unique in 
that Palmer (the suing plaintiff) agreed to pay the Agency and City to settle the lawsuit. In summary, 
the Agreement: (i) obligated Palmer to dismiss the federal lawsuit against the Agency and City as 
well as his two state lawsuits against the City; (ii)-obtained for the.Agency a Palmer obligation to 
construct $200,000 of streetscape imp'rovements adjacent to the Orsini II project site; (iii) obtained 
for the City a $200,000 Palmer cash contribution to mitigate Orsini II impacts on the surrounding 
area; (iv) obtained for the community 100 permanent and 60 interim .parking spaces, as well as a set 
of ·Palmer design improvements to the proposed Orsini II (and the built Orsini I) to create a more 
pedestrian-friendly environment; and (v) obligated Palmer to submit Orsini II through the 
discretionary review processes of both the City and Agency. 

I 
:1 

The Agency's discretionary review consisted of a determination to approve (or not) a residential use 
ori the' Orsini II site, which is designated "commercial" by the Chinatown Redevelopment Plan. 
Palmer ... proposes to develop 566. luxury rental units with 27,000 square feet of street-level 
con:,i.mercial space and a· 1,245 space subterranean parking garage on that site ("Project"). 

The Second Budget Increase 
.,. 
' 

·Following execution of the. Settlement Agreement, Jeveral unforeseen events occurred ~hich 
req·uired a $25,000 budget increase. These were: (i) Palmer's addition of Orsini Ill (described-in 
BACKGROUND) to the Project MND requiring that Fox & Sohagi review .the revised MND and its 
~1;1bsidiary documents for the Project; (i.i) Palmer's errors in revising the' Project MND, requiring that 
Fox'. & Sohagi prepare letters outlining the legal deficiencies; and (iii) the City/Agency request that 

· Fox & Sohagi serve as settlement manager to monitor the parties' performance of their respective 
obligations under the Settlement Agreement (e.g. Palmer's tardy submission of bridge design to City 
Cultural _Affairs Commission). As a result of these events, Fox & Sohagi exceeded its ~245,000 
,Budget by approximately $9,000. Accordingly, Agency staff asked the firm to prepare a Revised 
Budget of $25,000 (from $245,000 to $270,000) to complete the "implementation stage" of the 
. Settlement Agreement (Attached D hereto). · · 

The Proposed Budget Increase 

Duri,ng the period leading to (and including) Agency Board consideration ·of the Project's 
discretionary 'approval, several· unforeseen events occu·rred which now require a $22,000 budget 
increase. This budget increase is the final increase because the Agency Board approved the 
Project on May 19, 2005. The events which required unanticipated legal 'work from Fox & Sohagi 
were: (i) flawed CEQA documentation for the Project (i.e., a legally deficient ,revised MND, and .a 
missing Mitigation Monitoring and Reporting Program); (ii) three Board Meetings required to grant 
the Project's discretiona·ry approval (the Settlement Agreement described only one ·Meeting); (iii) 
Palmer's accusations of Agency breach of the Settlement Agreement (with the need for legal 
responses thereto); and (iv) Agency Board reque'sts to Fox & Sohagi for additional legal research 
and advice (e.g., would proposed Board actions on the Project's discretionary determinatio_n 
constitute breach of the Settlement Agreement and companion legal is~ues dealt with in closed ' 
session). The Board approved the discretionary residential use for the Project site at its third 

., .,; . 
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meeting on Orsini II (May 19, 2005). As· a result of. these events, Fox-& Sohagi. exceeded its 
$270,000 budget by approximately $22,000. Accordingly, Agency staff asked the firm to prepare a, 
Revised Budget of $22,000· (from $270,000'. to $292,000) to cover payment o( the· above-descrioed 
legal work (Attachment E hereto). · ;;: / ·¥ 

I! 

..... ,-J 

November 15, 2001 - . Agency approval of Authorization to· Execute Contracts with 25 Law Firms To 
Serve As Agency Outside Legal Counsel for a Three Year Pe.riod ' ~· r -~ ,> ~ < 

:.January 29, 2002., - City CounciLapproval ·of Authorization to Execute Contracts with 25, Law Firms 
to Serve As Agency Outside Legal Counsel for,a Three Year Period • ·t · ·., 

' . 
""' ,".i 

June 3, 2004 - Agency approval of $170;000 increase in work order amount of Fox & Sohagi (from 
$75,000 to $245,000) for Palmer Boston Properties II vs. City of Los Angeles and Community 
Red~velopment Agency ' , 1 • • · 

~ r '''\" 

July 1( 2004· - City Council approval of $170;000 increase in work order amount of Fox & Sohagi 
(from $75,000 to $245,000) for Palmer Boston Properties II vs. City of Los Angeles and Comrnl!nity 
Redevelopment Agency 

December 16, 2004 - Agency approval of $25,000 increase in work order amount of.Fox & Sohagi 
(from $245,000 to $270,000) for Palmer Boston Properties II vs. City of Los Angeles and Community· 
RedevelopmenfAgency. ·· . . · . . • ,, · ·~ - . 
March 1,.2005 :. iCity Council approval of,$25,000 incre~s/in work ord~r amount of Fox & Sohagi 
(from $245,000 to $270,000) for Palmer Boston Properties II vstCity,of Los.Angeles and Community 
Red~velopment Agency. , ' 

SOURCE OF FUNDS 
l. 

Chinatown Generat Revenue. 
'i ,.., 

PROGRAM AND BUDGET IMPACT 
.... ~ . ..... " ..... 

Existing funds. will- be. used that are: currentiy set-aside. in China,tow'n Response .to Development 
Opportunities (CH9990) for unanticipated !egal expenses. Since resources have .already been:,seti 
aside in the current budget for this purpose',there. will be no net .impacUo the ·FY 05 Budget and 
,Work Program., · · •• ·· · 

. .I • It.' ,! ' 

ENVIRONMENTAL REVIEW ·· 

, The proposed ·action doe; not constitute a "project" as defined. by the Cc;ilifornia 'Environmental 
Quality· Act ("CEQA"). . .. . , •0 • , 

;.lo~ 

' BACKGROUND · • .1;. 
• ,f .. •i 

.. ' 
Palmer's Recent Proj~cts 

~I 

f•,. 
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Palmer has built or .is currently building several luxury housing projects in the City of Los A_ng~~~- . _ 
--:.These include: (i}the completed.Orsini f'project, a 297 unit, '4 story rental-complex (with ground level 
retail and subterranean parking) located on the southwest corner of Figueroa Street and Cesar E. 
Chavez Ave11ue; (ii) the ongoing Orsini ·11 project, a 566 luxury rental unit, 4 story project (also-with · 
ground level retail and subterranean parking) to be located on the southeast corn~r of Figueroa 
Street and Cesar E. Chavez Avenue; and (iii) the planned Orsini Ill project, a 300 unit luxury rental 
complex (with ground 'level retail and subterranean parking) to be located on the northeast 'corner of. 
Figueroa $treet and Cesar E. Chavez Avenue. · Palmer's other luxury rental unit projects include the 
completed Medici project (near Eighth Street and the Harbor F_reeway); the under construction .Piero 
project (near Sixth and Bixel Streets); and the planned Visconti project in City Center West. ...... "' 

The Giese Residence 

This lawsuit derives from Palmer's illegal demolition of a historic residential structure known as the 
"Giese Residence," formerly located at 840-844 West Cesar E. Chavez Avenue, within the 
Chinatown Project Area. According to the historical evaluation prepared by Palmer's own expert 
Roger Hathaway, the Giese Residence was ·originally built in the 1880s, during ·a period known to 
City historians as the "Boom of the Eighties." The builders were the noted Beaudry Brothers. The 
architectural style is known as "Queen Anne" or "Queen Anne cottage." In 1914, the' original 
residence was incorporated into a larger building as the upper story of a 4-unit apartment building, 
an event that Hathaway considered in itself "historic." 

In 1981, ~ the Giese-Residence. was recognized-as poten!ially eligible for listing in the National 
Register of Historic Places in ~n architectural/historical survey prepared for CRA by the same Roge~ 
Hathaway. In February 2002, ·.Hathaway again surveyed the Giese Residence (this time for Palmer) 
and surrounding buildings,. and again concluded in his report that "This buildif!g does appear to 
qualify for listing in, the California Register of Historic Places." 

In June 2002, Hathaway again observed in a follow-up report that "the original residence must be 
regarded as a prime example of the "Boom of the Eighties" a'rchitecture in Los Angeles," and "an 
example of hillside residential· architecture c!S pioneered by the Beaudry Brottiers." However, 
Hathaway also stated in his ·June 2002 ,report that he was now persuaded that the Giese Residence 
would no longer qualify as eligible for listing due to deterioration and vandalism occurring since his 
February 2002 report. This conclusion was disputed by others, setting · the stage for the dispute 
b~tween Agency staff and Palmer on the level of CEQA review required prior to the Residence's 
demolition. 

Robert R. Ovrom 
Chief Executive Officer 

Richard L. Benbow 
Chief Operating Officer 
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There is no conflict of interest known to me, which exists. with regard to any Agency· officer or 
employee concerning this action: ·. ' ' . - ' . 

, ,.i 

Attachment A - Site Map Showing "Giese Residence"· 
Attachment B - Fox &' Sohagi Initial Buaget ' 
Attachment c - Fox &. Sohagi First Revised Budget· 
Attachment D - Fox & Sohagi Second .Revised Budget 
Attachment E - Fox &' Sohagi Third Revised Budget 
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LAW FlAM: 

CASE NAME: 

,,.. 

ATTACHMENT B 

ESTINIATED BUDGET 
FOR LITIGATION SERVICES 

FOX ,· SOHAGI, LLP CONTRACT I: 

Palmer v. CRA, et al. pURCHASE ORDER II: 

L10D ,-......,ant• Developmtnl 20 

L20D Pn,,,Tl1al Plemlinga 100 
& Motlana 12(b)6 

l.300 Dlscov•ry 50 

lAOD Trill! P111paratlon & Trial 130 

LSOO Appeal 

L&DO ExD1n&N• 

TOTALS 300 

• A.u;1ch racaiptll!: 10 bill. 

$ 5,000 

25,000 

12,500 

32.500 

$75,000 

CERTIFIED CORRECT; DATE: September 23, 2003 

DEBORAH J. FOX 

--- - _.,... __ ______....,_ ____ - -·, - - ~ 



ATTACHMENT C 

ESTIMATED BUDGET 
.FOR LITIGATION :SERVICES 

LAW FIRM: FOX & SOHAGI-, . LLP 

CASE·NAME: Palmer v. CRA, et al •. 

L100 Assessment & Development 

L2PO Pre-Trial Pleadings 
& Motions· .. 

L300 Discovery 

L400 Trial Preparation & Trial 

L500 Appeal 

~ -

L6DD ExP.e_nses• . 

• · Attach receip~ to bill. 

CERTIFIED CORRECT: 

. . :~ /?'-1 I~ r\ . 
1V~_/OJ/ 

fx) DEBORAH J. :r-c:5 

- -----·-· 

EXHIBIT A 

CONTRACi#: .502373 

PURCHASE ORDER#: 

' 
40 $ 10,000.00 

200 so .. , o·oo. oo 

350 87 ,.500. 00 

390 97,500.00 

980 $:245,QOO.OO 

DATE: March 24, :2004· 

) J 
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LAW FIRM: 

CASE NAME: 

-

ATTACHMENT D 

ESTIMATED BUDGET 
FOR LITIGATION SERVICES 

Fox 8 Sohagi, LLP 

Pei.lme:r • v. C'RA, et al. 

• 
l100 'Auessinent & Oevelcpnient 

l200 •Pre-Trlal Pleacllngs 
lli. Motions 

L:300 Oisc:overy 

L400 Trial Preparatlcn S. Trial 

LSOO. Appeal 

L600 E;o;p!:ns~s· 

TOT t:..LS 

+ 

corJTRAC:T t:: 

PURCHASE ORDER #: 

11 0 

200 

350 

i104 

1, 0~4 

-
502373 

04...:0407 

31,000 

so,ooo .·, 

87,500 

J Q_1 • 500 

270,000 

Commencement of Work Date: Estimated Completion Date: -------
c;..T::: November 29, 2004 
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LAW F=IRM: 

CASE NAME: 

ATTACHMENT E 

ESTIMATED BUDGET 
FOR LITIGATION SE~VICES 

Fog & Sohagi, LL~ CONTRACT#: __502373 

Pa1mer v. CRA, et al. PU~CI-IASE 9ROEI:! I:: 04-0407 

l100 P.ssessment & O!:veloprnent 180 53,000 

L200 Pre·Trial Pleadings 
& Motions 200 SOtOOO 

L300 Discovety 350 87,500 

. ~ ~ 

404 L400 Trial J:lrep.iration & Trlat 1 01 , 500 

L50D Ai:ii::e2I 

L600 E-xpi.:nses • 

1 1 34 292,000 

Co;;;,..~encement of Wo~k D~te: ------- Esti~~ted Co~pletio~ D~te: 

.... --
r...· - : : May 2 ,. 2005 



FRANK 1: MARTINEZ 
City Clerk 

KAREN E. KALFAYAN 
Exccuth·c Officer 

\\'lien making iuq uiries 
relath·e lo this matter 
refer to File No. 

03-0926 

CD 1 

March 2, 2005 

:tTY OF Los ANGEL 

~· -, •• :."!, ... ~··· 

Pl.ACE IN FILES 

MAR - 4 2005 ~ 

DEPUTY 

CALIFORNIA 

JAMES K. HAHN 
MAYOR 

Councilmember Reyes Fox & Sohagi, 

Office of the 

CITY CLERK 
Council and Public Services 

Room 395, City Hall 
Los Angeles, CA 90012 

Council File Information - (213) 978-1043 
General Information - (213) 978-1133 

t'ax: (213) 978-1040 

HELEN GINSBURG 
Chief, Council and Public Sen·kcs Dh·ision 

Community Redevelopment Agency 
Building and Safety Department 
City Attorney 

c/o Community Redevelopment Agency 

Board of Building and Safety Commissioners 

RE: LITIGATION AND SETTLEMENT SERVICES RELATED TO DEVELOPER'S PERMITLESS 
DEMOLITION OF HISTORIC "GIESE RESIDENCE" - CHINATOWN REDEVELOPMENT 
PROJECT AREA 

At the meeting of the Council held March 1, 2005, the following action was 
taken: 

Attached report adopted ........................................ _____ _ 
Attached motion (-) adopted .................................... _____ _ 
Attached resolution adopted .................................... _____ _ 
FORTHWITH ..................................................... ·------
Mayor concurred ............................................... ______ _ 
To the Mayor FORTHWITH ................................... ·····----~-
Motion adopted to approve communication recommendation ........ ·---=X~--
Motion adopted to approve committee report recommendation(s) ... ______ _ 
Ordinance adopted .............................................. _____ _ 
Ordinance number ............................................... ______ _ 
Mayor failed to act - deemed approved .......................... _____ _ 
Findings adopted ............................................... _____ _ 
Negative Declaration adopted ................................... ______ _ 
Categorically exempt ........................................... _____ _ 
Generally exempt ............................................... _____ _ 
Set for Hearing ................................................ ______ _ 

µ., !e. )'YJ,te; 
~!:/ Clerk ~P / rid #Jv 

AN EQUAL EMPLOYMENT OPPORTUNITY - AFFIRMATIVE ACTION EMPLOYER 

I 



TO: 

FROM: 

LOS ANGELES CITY COUNCIL File No. 03-0926 

CHAIR AND MEMBER, HOUSING, COMMUNITY, AND ECONOMIC 
DEVELOPMENT COMMITTEE 

Yes No 
Public Comments XX 

COMMUNICATION FROM CHAIR AND MEMBER, HOUSING, COMMUNITY AND 
ECONOMIC DEVELOPMENT COMMITTEE relative to litigation and settlement services 
related to developer's permitless demolition of historic "Giese Residence" - Chinatown 
Redevelopment Project Area. 

Recommendation for Council action: 

AUTHORIZE the Chief Executive Officer, Community Redevelopment Agency (CRA), or 
designee, to increase the work order amount for law firm, Fox & Sohagi, in the amount of 
$25,000 (from $245,000 to $270,000) for additional legal services related to the litigation 
and settlement of Palmer Boston Street Properties II vs. City of Los Angeles and CRA 

. (USDC Case No. CV03-6402-SVW), currently in the United States Federal District Court -
Central District of California. 

Fiscal Impact Statement: The CRA states that existing funds will be used that are currently set aside 
in the Chinatown Response to Development Opportunities for unanticipated legal expenses. Since 
resources have already been set aside in the current budget for this purpose, there will be no net 
impact to the Fiscal Year '05 Budget and Work Program. 

Summary: 
Palmer Boston Street Properties II (Palmer) filed an application for clearance of a permit to allow 
demolition of a 191

h century residential building , "Giese Residence" in June, 2002. On October 31, 
2002, the CRA notified Palmer's legal counsel that the building was potentially historically significant 
and that an Environmental Impact report (EIR) must be prepared. Palmer disagreed and refused 
to prepare the EIR based on the contrary conclusions of its own historic consultant. 

On April 19, 2003, Palmer's crews demolished the Giese Residence without a permit and without 
prior preparation of an EIR. On November 18, 2003, the Board of Building and Safety 
Commissioners voted to invoke the City's Scorched Earth Ordinance against Palmer for the 
permitless demolition of historic structures. Per the Ordinance, development of Orsini II was 
banned for five years. 

The CRA engaged Fox & Sohagi as outside litigation counsel in September, 2003, when Palmer 
filed a complaint against the CRA and the City in Federal District Court. 

In July, 2004, the CRA, the City and Palmer executed a settlemerit agreement resolving three 
Palmer lawsuits. Since then, several additional and unforeseen events occurred which require a 
$25,000 budget increase. These reasons are listed in the CRA's report on the Council file. Fox & 
Sohagi has exceeded its $245,QOO budget by approximately $9,000. This request reflects a budget 



inrease from $245,000 to $270,000. 

At its regular meeting on January 19, 2005, the Chair and Member of the Housing, Community, and 
Economic Development Committee approved the CRA's request. This matter is now forwarded to 
the Council for its consideration. 

Respectfully submitted, 

-

COUNCILM MBER ERIC GARCETTI, CHAIR 
COUNCILMEMBER ALEX PADILLA, MEMBER 
HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT COMMITTEE 

MEMBER VOTE 
GARCETII YES 
LUDLOW ABSENT 
REYES ABSENT 
PADILLA YES 
PARKS ABSENT 

hn 
2123/05 
#030926a. wpd 
co, 

LOS ANGELES Gin COUNCIL 



COUNCIL VOTE 

Mar 1, 2005 10:36:38 AM, #3 

Items for Which Public Hearings Have Not Been Held - Items 20-34 
Voting on Item-(s) : 20-30, 33-34 
Roll Call 

CARDENAS Yes 
GARCETTI Yes 
GREUEL Yes 
HAHN Absent 
LABONGE Yes 
LUDLOW Absent 
MISCIKOWSKI Absent 
PARKS Yes 
PERRY Absent 
REYES Yes 
SMITH Yes 
VILLARAIGOSA Absent 
WEISS Yes 
ZINE Yes 
*PADILLA Yes 
Present: 10, Yes: 10 No: 0 



I ) \_) 

HOUSING, COMMUNITY, AND ~QN.01\'.IIC DEVELOPMENT COMMITTEE 
Repo~,t/Communication or Signature 

Council File Number: 
t;~-.. ··:·=- [_; 9 .;2 0 

Committee Meeting Date: / t:. I/; ~j fa >..:_ , 
~1~ I _ _;-1 

Council Date: ;7-, {) ~ 
' I 

COMMITTEE MEMBER YES NO ABSENT 
- .. 

Councilmember Garcetti, Chair {/' 

Councilmember Ludlow / 
Councilmember Reyes v 
Councilmember Padilla t/ 
Councilmember Parks u· 

Remarks 

John A. White, Legislative Assistant ----------------------------------------------- Telephone 213:-978-1080 

.. • 



HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT 
_ COMMITTEE 

NOTIFICATION OF COUNCIL ACTION 

t':)x -- tJ6;2~ Council File No. <? - · 
1
/ -. 

~ncil Member(s) :tftf¢ . c'J>/ .. . 
~ ,B~Mt' .~~1+7 pl._~--~ fi, ~ ·. ~ ' ' 

Interested Diartmenq _ +' J · _r ~ · / o? ~ 
ll I I/ 

o Mayor (with/without file) -

o Chief Legislative Analyst 

o City Administrative Officer 

o Controller 

o City Clerk 

D City Clerk, Chief Adn1inistrative Services 

o Treasurer 
~ -------.... 

E(City Attorney (with blue sheet ~~~9_yt1blue sheet) 

o General Services Department 

o Department of Transportation 

o Personnel Department 

o Los Angeles Housing Department 

o Community Dev,.elopment Department, General Manager, Clifford Graves .. 
o cc· Contact Person 

~unity Redevelopment Agency 

o Board ·of Public Works 

o Workforce Investment Board 

o Workforce Investment Board, Youth Council 

~) x ~1- Soltt~. 
I ~ (} 

D 



Community Redevelopment Agency 
of the CITY OF LOS ANGELES 

DUE/ January 7, 2005 

FILE CODE/ 

354 South Spring Street I Suite 800 
Los Angeles I California 90013-1258 

T 213 977 1600 IF 213 977 1665 
www.crala.org 

Honorable Council of the City of Los Angeles 
John Ferraro Council Chamber 
200 N. Spring Street 
Room 340, City Hall 
Los Angeles, CA. 90012 

CRA File No. 4677 
Council District: ~ 
Contact Person: Lillian Burkenheim 

(213) 977-2601 
Curt Holguin 
(213) 977-1802 

Attention: John White, Office of the City Clerk 

COUNCIL TRANSMITTAL: 

Transmitted herewith, is a Board Memorandum adopted by the Agency Board on 
December 16, 2004, for City Council review and approval in accordance with the 
"Community Redevelopment Agency Oversight Ordinance" entitled: 

VARIOUS ACTIONS RELATED TO: 

INCREASE OF WORK ORDER AMOUNT FOR THE LAW FRIM OF FOX & SOHAGI BY 
$25,000 (FROM $245,000 TO $270,000) FOR LITIGATION AND SETTLEMENT 
SERVICES RELATED TO DEVELOPER'S PERMITLESS DEMOLITION OF HISTORIC 
"GIESE RESIDENCE", DEVELOPER'S SUBSEQUENT LAWSUIT AGAINST AGENCY 
AND CITY, AND SUBSEQUENT SETTLEMENT OF THAT LAWSUIT, CHINATOWN 
REDEVELOPMENT PROJECT AREA (CD1) 

RECOMMENDATION 

That City Council approves recommendation(s) on the attached Board Memorandum. 

ENVIRONMENTAL REVIEW 

The recommended action does not constitute a "project" as defined by the California 
Environmental Quality Act ("CEQA"). 

FISCAL IMPACT STATEMENT 

There is no fiscal impact to the City's General Fund, as a result of this action . 

. ·,~ 

obertRC)vro,~ 

i iousing, Community and Economic-Development 
JAN 11 2005 
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CITY CLERK 

BY~ DEPUTY 
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Council Transmittal 
Page 2 

cc: ~oh~Wnite', Office of the City Clerk (9 Copies 3 hole punched) 
Lisa Johnson, Scott Eritano, Office of the CAO 
Paul Smith, lvania Sobalvarro, Office of the CLA 
Renata Simril, Office of the Mayor 
Neil Blumenkopf, Office of the City Attorney 
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THE COMMUNITY REDEV iPMENT AGENCY OF THE CITY or s ANGELES, CALIFORNIA 

DATE: 

TO: 

FROM: 

RESPONSIBLE 
PARTIES: 

SUBJECT: 

RECOMMENDATION 

M E M O R A 'N D U M 

DECEMBER 16, 2004 

AGENCY COMMISSIONERS 

ROBERT R. OVROM, CHIEF EXECUTIVE OFFICER 

CURT HOLGUIN, DEPUTY CITY ATIORNEY 
LILLIAN BURKENHEIM, PROJECT MANAGER 

1
0 
·L 

-CH6990 

INCREASE OF WORK ORDER AMOUNT FOR THE LAW FIRM OF FOX & 
SOHAGI BY $ 25,000 (FROM $245,000 TO $ 270,000) FOR LITIGATION 
AND SETILEMENT SERVICES RELATED TO DEVELOPER'S 
PERMITLESS DEMOLITION OF HISTORIC "GIESE RESIDENCE", 
DEVELOPER'S SUBSEQUENT LAWSUIT AGAINST AGENCY AND CITY, 
AND SUBSEQUENT SETILEMENT OF THAT LAWSUIT 
CHINATOWN REDEVELOPMENT PROJECT AREA 
CD1 

That the Agency,.subject to City Council-review and-approval, authorize the Chief Executive Officer, 
or designee, to increase the work order amount for the law firm of Fox & Sohagi ("Fox & Sohagi ") in 
the amount of $25,000 (from $245,000 to $270,000) for additional legal services related to the 
litigation and settlement of Palmer Boston Street Properties II vs. City of Los Angeles and 
Community Redevelopment Agency· (USDC Case No. CV03-6402-SVW), currently in the United 
States Federal District Court - Central District of California . 

.; 

SUMMARY 

The Illegal Demolition Of The Giese Residence 

In June 2002, Palmer Boston Street Properties IL("Palmer") filed an application with the Agency for 
clearance of a permit to allow demolition of a 19th century residential bailding known as the "Giese 
Residence" located near the southeast corner of Figueroa Street and Cesar Chavez Avenue in the 
Chinatown Redevelopment Project Area ("Project Area"). A map of the Project Area showing the 
location of the Giese Residence is appended.hereto as "Attachment A". The demolition of the Giese 
Residence was sought to develop Phase II of Palmer's luxury residential project known as "Orsini II". 
Agency staff determined that the Giese Residence was potentially historically significant, and 
accordingly, that an Environmental Impact Report ("EIR") must be prepared before a clearance of 
the demolition p~rmit could be issued. 

On October 31, 2002,_ Agency staff advised Palmer's legal counsel of its EIR determination. 
However, Palmer disagreed and refused to prepare the EIR based on the contrary conclusions of its 
own historic consultant. 



., 
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On April 19, 2003, Palmer's crews demolished the Giese Residence without a permit and without 
prior preparation of an EIR. Just two days prior to t~is demolition, a team of historic preservationists, 
~gency stciff, an_d City_ officials had meUo finalize a plan. to have the Giese .Residence relocated at 
no expense.to Palmer. 

On Nov.ember 18, 2003, the Board of Building & Safety Commissioners voted to invoke the City's 
Scorched Earth Ordinance ("Ordinance") against Palmer for the permitless demolition of the Giese 
Residence. The Ordinance was enacted to deter precisely this type of preemptive illegi:31 demolition 
of historic structures. The Ordinance was imposed on the Orsini II site for the maximum 5-year 
period specified therein. Thus, the development of Palmer's o·rsini II project was· effectively ban!1ed 
for five years. 

The Litigation Against The Agency And City 

On September 8, 2003, Palmer filed a complaint against the Agency and City in Federal District 
Court. Palmer alleged the Agency violated its procedural due process, substantive due process, 
and equal protection rights under the US Constitution. As grounds for these allegations, Palmer 
contended that the Agency: (i) failed to timely act on Palmer's application for the demolition permit; 
(ii) refused to issue a Mitigated Negative Declaration for the proposed demolition, instead of 
requiring an EIR; (iii) failed to itself prepare and certify that EIR for the proposed demolition; and (iv) 
exposed Palme~ to substantial risk of civil and criminal liability arising out of the public nuisance_ 
created by the dangerous conditions of the Residence. Palmer demanded $10 million in damages 
against the Agency and the City, and an injunction against the City's continued application of the 
Ordinance to the Orsini II site. 

The Agency engaged Fox & Sohagi as outside litigation counsel to defend against this complaint. 
Fox & Sohagi submitted an initial budget estimate of $75,000 to handle the litigation (Attachment B 
hereto). 

On October 20, 2003, the Agency filed a Motion to Dismiss the lawsuit. The Court denied this 
Motion (as well as the City's Motion to Dismiss) and instructed both parties to answer Palmer's 
complaint. This denial put in motion the document-producing, deposition-intensive, time-consuming, 
and expensive discovery stage of the lawsuit. Additionally, on February 9, 2004, the Court imposed 
an extremely short 2-month period for the parties to prepare Motions for 'Summary, oppositions 
thereto, ~nd replies to the opposition. 

On March 8, 2004, the Agency filed its Motion for Summary Judg~ent on the procedural and 
substantive due process claims. If granted, the Agency is dismissed from the lawsuit without need 
to go to trial. The Court granted the Agency's Motion with respect to the Palmer's equal protection 
claim. The Court denied the Agency's Motion with respect to Palmer's substantive due process 
claim, but indicated it was disposed to granting it once the Court ruled on limited additional discovery 
issues. 

Contemporaneous with the Agency's (and City's) filing of Motions for Summary Judgment, Palmer 
commenced settlement negotiations of the lawsuit. These negotiations started as bilateral Palmer­
City negotiations because the chief remedy sought by.Palmer was release from the City's Scorched 
Earth ban on the Orsini II site. The negotiations evolved into trilateral Palmer-City-Agency 
negotiations as the Agency needed to present its requirements for settlement. It is unlikely that 
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Palmer would have commenced settlement negotiations without the Court's granting (in part) the 
Agency's Motion for Summary for Summary Judgment. 

-
The First Budget Increase 

On June 3, 2004, the Agency Bo,;1rd approved a budget increase of $170,000 for Fox & Sohagi (from 
$75,000 to $245,000) to pay for the unexpectedly accelerated and hostile discovery and trial 
preparation stages of the lawsuit; and for future servi~es to negotiate a settlement of the lawsuit. 
The $170,000 increase was approved because several unique and unexpected fa~tors combined to 
significantly increase Fox & Sohagi's initial $75,000 budget estimate. These factors were: (i) the trial 
judge's compressed time schedule imposed on the parties; (ii) Palmer's multiple anq lengthy 
document demands on the Agency; (iii) Palmer's document demands on third parties (which 
required Fox & Sohagi's review); and (iv) Palmer's numerous and hostile discovery disputes. A copy 
of the first Revised Budget Estimate of $245,000 is on Attachment C hereto. 

The Settlement Agreement Ending The Litigation . 

On July 19, 2004 the Agency, City and Palmer executed a settlement agreement resolving three 
Palmer lawsuits, the 5 year ban on development of the Orsini II project, and multiple contentious 
issues among the parties ("Settlement Agreement"). Fox & Sohagi (working long hours with Agency 
and City staff) successfully negotiated and drafted the Settlement Agreement. This Agreement is 
unique in that Palmer (the suing plaintiff) agreed to pay the Agency and City to settle the lawsuit. In 
summary, the Agreement: (i) obligated Palmer to dismiss the federal lawsuit against the Agency and 
City as well as his two state lawsuits against the City; (ii) obtained for the Agency a Palmer 
obligation· to construct $200,000-of streetscape improvements adjacent to the Orsini II project site; 
(iii) obtained for the City a $200,000 Palmer cash contribution to mitigate Orsini II impacts on the, 
surrounding area; (iv) obtai.ned for the community 100 permanent and 60 interim parking spaces, as 
well as a set of Palmer design improvements to the proposed Orsini II (and the built Orsini I) to 
create a more pedestrian-friendly environment; and (v) obligated Palmer to submit Orsini 11 through 
the discretionary review processes of both the City and.Agency. 

The Second Budget Increase 

Since the Settlement Agreement was executed, several additional and unforeseen events occurred 
which require a $ 25,000 budget increase. These were: 

( 1) Palmer's Revision of Project - in September 2004, Palmer revised the "Project" to add Orsini Ill 
(described in BACKGROUND section) to Orsini II. This revision required substantial additional work 
of Fox & Sohagi to assist Agency staff in reviewing newly drafted "Project" documents including the 
revised MND and its subsidiary documents (e.g., new traffic study, new site plan). 

(2) Palmer's Errors in CEQA Documentation - in reviewing the revised MND, Fox & Sohagi found 
multiple errors and deficiencies which, left uncorrected, will subject the revised "Project" to legal 
challenge. Such legal challenges would be directed at the Agency and City if they issue 
discretionary approvals for the revised "Project" based on a deficient MND. Accordingly, Fox & 
Sohagi spent substantial time in preparing technical and legal comments for the Agency's "comment 
letter'' on the MND. 
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(3) Parties' Need For Settlement Manager -- the complex and timeline-oriented nature of the 
Settlement Agreement required that someone monitor and manage the parties' performances of 

_settlement-related activities. The Agency and City wished Fox & Sohagi to perform that role with 
substantial attorney time required for interacting with the pa'rties, interpreting their obligations under 
the Settlement Agreement, drafting letters which clarified those obligations, and assembling a record 
confirming Agency compliance with its obligations. 

(4) Additional Legal Work To Implement Settlement -- Based on the above, Agency and City 
Attorney staff anticipate the following additional work for Fox & Sohagi: (i) at least one additional 
round of review and critique of a further revised MND and its constituent documents; (ii) continued 
counsel on .implementation of the parties' duties under the Settlement Agreement; .and (iii) continued 
assistance in resolving disputes with Palmer such as the current dispute over who "caused" the 
Project to be revised and the impact of such revision on the Settlement Agreement's timeline. 

As a result of (1) through (3) above, Fox & Sohagi has exceeded its $245,000 Budget by 
approximately $9,000. Accordingly, Agency staff asked Fox & Sohagi to prepare a Revised Budget 
of $25,000 (from $245,000 to $270,000) to complete the "implementation stage" of the Settlement 
Agreement (Attached D hereto). The Revised Budget has been transmitted to 'the City Attorney's 
Outside Counsel Review Committee for review and approval. 

November 15, 2001 - Agency approval of Authorization to Execute Contracts with 25 Law Firms To 
Serve As Agency Outside Legal Counsel for a Three Year Period 

January 29, 2002 - City Council approval of Authorization to Execute Contracts with 25 Law Firms 
to Serve As Agency Outside Legal Counsel for a Three Year Period 

June 3, 2004 - Agency approved of $170,000 increase in work order amount of Fox & Sohagi (from 
$75,000 to $245,000) for Palmer Boston Properties II vs. City of Los Angeles and Community 
Redevelopment Agency· 

July 9, 2004 --; City Council approval of $170,000 increase in work order amount of Fo£& Sohagi 
(from $75,000 to $245,000) for Palm~r Boston Properties II vs. City of Los Angeles and Community 
Redevelopment Agency 

SOURCE OF FUNDS 

Chinatown General Revenue: 

PROGRAM AND BUDGET IMPACT 

Existing funds will be used that are currently set aside in Chinatown Response to Development 
Opportunities (CH9990) for unanticipated legal expenses. Since resources have already been set 
aside in the current budget for this purpose there will be no net impact to the FY 05 Budget and 
Work Program. 
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ENVIRONMENTAL REVIEW 

Th~. propos~d action does not constitute a "project" as defined by the California Environmental 
Quality Act ("CEQA"). 

BACKGROUND 

Palmer's Recent Projects 

Palmer has built or is currently building several luxury housing projects in the City of Los Angeles. 
These include: (i) the completed Orsini I project, a 297 unit, 4 story rental complex (with ground level 
retail and 'subterranean parking) located on the southwest corner of Figueroa Street and Cesar E. 
Chavez Avenue; (ii) the planned Orsini II project, a 600 plus unit, 4 story project (also with ground 
level retail and subterranean parking) to be located on the southeast corner of Figueroa Street and 
Cesar E. Chavez Avenue; and (iii) the planned Orsini Ill project, a 300 unit luxury rental complex 
(with ground level retail and subterranean parking) to be located on the northeast corner of Figueroa 
Street and Cesar E. Chavez Avenue. Palmer's other luxury rental -unit projects include the 
completed Medici project (near. Eighth Street and the Harbor Freeway); the under construction Piero 
project (near Sixth and Bixel Streets); and the planned Visconti project in City Center West. 

The Giese Residence 

This . lawsuit concerns Palmer's illegal demolition of a residential structure known as the "Giese 
Residence," formerly located at 840-844 West Cesar E. Chavez Avenue. The property is located 
within the Chinatown Redevelopment Project Area. . , . 

.. ; 

According to the historical evaluation prepared by Palmer's ow·n expert Roger Hathaway, the Giese 
Residence was originally built in the 1880s, during a period known to City historians as the "Boom of 
the Eighties." The builders were ·th~ noted Beaudry Brothers. The architectural style is ~nown as 
"Queen Anne" or "Queen Anne cottage." In 1914, the original residence was incorporated ·into a 
larger building as the upper story of a 4-unit apartment building, an event that Hathaway considered 
in itself "historic." · 

' In 1981, the Giese Residence was recognized as potentially eligible for listing in the National 
Register of Historic Places in an architectural/historical survey prepared for CRA by the same Roger 
Hathaway. In February 2002, Hathaway again surveyed the Giese Resiqence (this time for Palmer) 
and surrounding buildings, and again concluded in his report that "This building does appear to 
qualify for listing in the California Register of Historic Places." 

In June 2002, Hathaway again observed in a follow-up report that "the original residence must be 
regarded as a prime example of the "Boom of the Eighties" architecture in Los Angeles," and "an 
example of hillside residential architecture as pioneered by the Beaudry Brothers." However, 
Hathaway also stated in his June 2002 report that he was now persuaded that the Giese Residence 
would no longer qualify as eligible for listing due to de.terioration and vandalism occurring since his 
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. 
February 2002 report. This conclusion was disputed by others, setting the stage for the dispute 
between Agency staff and Palmer on the level of CEQA review required prior to the Residence's 
demolition. · 

Robert R. Ovrom 
Chief Executive Officer 

By: 

<R'L~Lj) >/;fu,, fltte~-
Rlchard L. Benbow 
Chief Operating Officer 

There is no conflict of interest known to me, which exists with regard to any Agency officer or 
employee concerning this action. 

Attachment A - Site Map Showing "Giese Residence" 
Attachment B - Fox & Sohagi Initial Budget 
Attachment C - Fox & Sohagi First Revised Budget 
Attachment D - Fox & Sohagi Second Revised Budget 
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Attachment B 

ESTIMATED BUDGET 
FOR LITIGA1'10N BERV1=5 

FOX, SORAGI, LLP CONTRACT~: 

Palmer v. CRA. et al.. PUR:HAS!: ORDER •: 

L,ao 4••mmant II. Whlopmoftt 20 

L200 Pm-Tl\al Piadinp 
100 

&. Mot\ons l2(b)6 

1.!IOD Dlwca-ry so 

LAOD Trial ""9pannmn Ii Trial 130 

LSDD Appeal 

LBDD ExD9ffli8C• 

TOTALS 300 

$ ·s,ooo 

25,0DD 

12.,500 

32.SDD 

$75.000 

C!:RTIFlcD CORRECT; DATE: September 23, 2003 

DEBORA!! ;r • !"OX 



Anaci1mem C 

ESTIMATED BUDGET 
FOR LITIGATION SERVICES 

LAWFIRM: FOX &·'soHAGI, LLP 

CASE NAME: Palmer v. CRA, et al. 

L100 Assessment & Drwelopment 

L200 Pre-Trial Pleadings 
& Motions 

L300 Discovery 

L400 Trial Preparation & Trial 

LSOO Appeal 

L600 Expenses• 

·TOTALS 

• Attach receipts to bill. 

CERTIFIED CORRECT: 

:
3 b'-II~ r-

1)&-~_/:02:f 
DEBORAH J. k~ 

EXHIBIT A 

CONTRACT#: 502373 

PURCHASE ORDER#: 

40 $ 10,000.00 

200 50,000.00 

350 87,500.00 

390 97,500.00 

.. 
980 $245,QOO.OO 

DATE: March 24, 2004 



LAW FIRM: 

CASE NAME: 

ESTIMATED BUDGET 
FOF! LITIGATION SERVICES 

CONTRACT t:: 

ATTACHMENT "D" 

502373 Fox g Soha~i, LL~ 

Polmcr v. CRA, et al. 
PURCHASE ORDER /;; 

04-0407 

• 
L 100 Auusment & Oevelcpment 11 0 31 , 000 

L200 Pre-Trial Pleadings 
& Motions 200 so,ooo 

L:300 Oisi:overy 350 87,500 

L400 Trinl Preparation t. Trial 404 1 01 I 500 

LSOO Appeal 

LGOO Expens1:s• 

TOihLS 1,064 270,000 

Co,nmencement of Work Date: ______ _ Estimated Completion Date: 

c;..T::: November 29, 2004 

:EXHIBIT A 

ELL-l!Dr tD/to·d BSB-l E IBL-ttt-D IE l~VHDS I XO, :maJ; 9E=91. tD-BZ-hDN 
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refer to File No. 
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CALIFORNIA 

JAMES K. HAHN 
MAYOR 

CITY CLERK 
Council and Public Services 

Room 396, City Hall 
Los Angeles, CA 90012 

Council File Information - (213) 978-1043 
General Information - (213) 978-1133 

Fax: (213) 978-1040 

HELEN GINSBURG 
Chief, Council and Public Services Division 

July 15, 2004 

PLAO! IN FIL.ES 

JUL 2 n 2004 

Councilmemb.er Reyes 
Chief Legislative Analyst 
City Administrative Officer 
Community Redevelopment Agency 

Controller, Room 300 
Accounting Division, F&A 
Disbursement Division 

City Attorney 

RE: INCREASING THE WORK ORDER FOR THE LAW FIRM OF FOX AND SOHAGI FOR LEGAL 
SERVICES RELATED TO THE DEMOLITION OF THE HISTORIC GIESE RESIDENCE 

At the meeting of the Council held July 14, 2004, the following 
action was taken: ' .f 

Attached report adopted ....................................... ·-~--~--
Attached motion adopted() ..................................... ·-----·---· 
Attached resolution adopted() .................................. ____ _ 
Motion adopted to approve attached report ...................... . 
Motion adopted to approve attached communication............... X 
To the Mayor FORTHWITH ........................................ ·----
Mayor approved ................................................. _____ _ 
Mayor failed to act - deemed approved .......................... _____ _ 
Findings adopte'd ............................................... _____ _ 
Negative Declaration adopted .................................. ·~~~~~~-
Categorically exempt .... ~ ...................................... _____ _ 
Generally. exempt ............................................... _____ _ 
EIR certified ................................................. ··------

City Clerk 
dng 

AN EQUAL EMPLOYMENT OPPORTUNITY - AFFIRMATIVE ACTION EMPLOYER Recyclat,le aro made from recycled waste. @ 



TO: 

FROM: 

COMMUNICATION 

LOS ANGELES CITY COUNCIL File No. 03-0926 

HOUSING, COMMUNITY, AND ECONOMIC DEVELOPMENT 
COMMITTEE 

Yes No 
Public Comments XX 

COMMUNICATION FROM CHAIR, HOUSING, COMMUNITY, AND ECONOMIC 
DEVELOPMENT COMMITTEE relative to increasing the purchase order amount by 
$170,000 for the law firm of Fox and Sohagi for litigation services related to the 
demolition of the Historic Giese Residence by a developer, and subsequent lawsuit filed 
against the Community Redevelopment Agency (Agency) and the City. 

Recommendations for Council action: 

AUTHORIZE the Chief Executive Officer, Agency, or designee to: 

a. Amend the Agency's 2003-04 Budget and Work Program to transfer $170,000 
from Work Objective CH9990 (Project General) to CH6990 (Response to 
Development Opportunities). 

b. Increase the Work Order for Fox and Sohagi in the amount of $170,000 (from 
$75,000 to $245,000) for additional legal services related to the demolition of the 
Historic Giese Residence lawsuit. 

Fiscal Impact Statement: The City Administrative Officer (CAO) reports that this action 
will not impact the General Fund. Funding for this Work Order increase will reduce 
dollars available to the Chinatown Redevelopment Project Area inasmuch as this action 
was not anticipated in the 2003-04 Work Program and Budget. · 

Summary: 

In a July 2, 2004 report to the Mayor and Council (attached to the Council file), the CAO 
states that the Agency requests authority to increase compensation by $170,000 to Fox 
and Sohagi for legal services related to the demolition of the Giese Residence and 
subsequent litigation between the Palmer Boston Street Properties and the City and the 
Agency. The Agency also requests authority to amend its Work Program and Budget to 
reflect this action. 

The CAO reports that the developer filed an application for a permit to demolish the 191
h 

Century residential building known as the Giese Residence. Agency staff determined 
that the building was potentially historically significant and that an Environmental Impact 
Report was required. In April 2003, the developer demolished the Giese residence 
without a permit. In November 2003, the Board of Building and Safety Commissioners 



invoked the City's Scorched Earth Ordinance against the developer, with a maximum 
punishment of a five-year ban on development of the property by the developer. 

The CAO goes on to report that in September, 2003, the developer filed a complaint in 
Federal Court against the City and Agency alleging that its procedural due process, 
substantive due process, and equal protection rights were violated. The courts 
approved a Motion filed by the Agency to dismiss the developer's claims relative to the 
violation of its procedural equal protection rights. The court also stated that it would 
rule on substantive due process matter once additional discovery issues were resolved. 
As a result, the Agency, the City, and the developer entered into settlement 
negotiations concurrently with the legal proceedings. 

Fox and Sohagi were hired as outside litigation counsel to defend the lawsuit. Due to 
factors such as compressed scheduling by the Judge, document review, depositions, 
and discovery additional costs were incurred. On June 3, 2004, the Agency's Board 
approved staff recommendations to increase the purchase order amount by $170,000 
for the law firm of Fox and Sohagi. The CAO concurs with this action. 

At the Housing, Community, and Economic Development Committee meeting held July 
7, 2004, the Committee Chair recommended that Council approve the 
recommendations above relative to increasing the purchase order amount by $170,000 
for the law firm of Fox and Sohagi, as recommended by the CAO and the Agency's 
Board. 

Respectfully submitted, 

tf-J_ " 
Councilmember Eric Garcetti Chair 
Housing, Community, and Economic Development Committee 

JAW 
07/09/04 
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COUNCIL VOTE 

Jul 14, 2004 10:34:37·.AM, #3 

Items for Which Public Hearings.Have Not Been·Held -· Items 10-28 
Voting on Item(s): 10-17,19-21,25-28 
Roll Call 

CARDENAS Yes 
GARCETTI Yes 
GREUEL Absent 
HAHN Yes 
LAB ONGE Yes 
LUDLOW Yes 
*MISCIKOWSKI Yes 
PARKS Yes 
PERRY Yes 
REYES Yes 
SMITH Yes 
VILLARAIGOSA Absent 
WEISS Yes 
ZINE Absent 
PADILLA Absent 
Present: 11, Yes: 11 No: 0 

... - - ___ __.____ ___ -- ~-- - - - - - -· -
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o Mayor ( with/without file) 
~ 

' 

,·Chief Legislative Analyst 

~ City Administrative Officer 

fl Controller 
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o City Clerk, Chief Administrative Services 

o. Treasurer 

¥1 City Attorney (with blue sheet I wi~et) 

1 
o General Services Department , 

o Department of Transportation 

o Personnel Department 

o Los Angeles Housing Department 

o Community Development Department, General Manager, Clifford Graves 

D cc: Contact Person 

J' Commu~ity Redevelopment Agency 

D Board of Public Works 

D Workforce Investment Board 
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D Workforce Investment Board, Youth Council 
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REPORT FROM 

OFFICE OF THE CITY ADMINISTRATIVE OFFICER 

Date: July 2, 2004 CAO File No. 0220-00013-1952 
Council File No. 03-0926 
Council District: 1 / 

To: The Mayor 
The Council r 

From: William T Fujioka, City Administrative Officer \]J '"' f 
Reference: Community Redevelopment Agency Transmittal Dated June 3, 2004; Received by the 

City Administrative Officer on June 4, 2004 

Subject: Increase in Contract Authority for Legal Services Related to the Demolition of the Giese 
Residence Lawsuit 

SUMMARY 

The Community Redevelopment Agency (Agency) requests authority to increase compensation in 
the amount not to exceed $170,000, from $75,000 to $245,000, to Fox and Sohagi (Fox) for legal 
services related to the demolition of the Giese Residence and subsequent litigation between the City 
and the Agency and Palmer Boston Street Properties II (Developer). The Agency also requests 
authority to amend its 2003-04 Work Program and Budget to transfer funds in the amount of 
$175,000 between Work Objectives to fund the cost of legal services. Funding for the increase is 
provided from Chinatown Redevelopment Project Area (CRPA) bond proceeds. 

Background 

In June 2002, the Developer filed an application with the Agency for clearance of a permit to allow 
demolition of a 191

h centu·ry residential building known as the "Giese Residence" located within the 
CRPA. Agency staff determined that the Giese Residence was potentially historically significant and 
that an Environmental Impact Report (EIR) would need to be prepared before·a permit could be 
issued. 

During this time, the condition of the Giese Residence had deteriorated as trespassers and vandals 
began using the property. In December 2002, the Board of Building and Safety Commissioners 
(BSC) issued abatement orders as the nuisance activities increased. In April 2003, the Developer 
demolished the Giese Residence without a permit and preparation of an EIR. In November 2003, 
the BSC voted to invoke the City's "Scorched Earth" Ordinance against the Developer for the 
permitless demolition of the Giese Residence. The purpose of the Ordinance is to deter preemptive 
illegal demolition of historic structures with the punishment being a maximum five-year ban on 
development of the property by a developer. 

Housing, Community and Economic Development JUL - 6 2004 
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Legal Proceedings 

In September 2003, the Developer filed a complaint in Federal Courtagains(the C.ity and Agency 
alleging the Agency violated its procedural due process, substantive due process and equal 
protection rights under the United States Constitution (Lawsuit). The Developer contended that the 
Agency: 

• Failed to timely act on the Developer's application for the demolition permit; 
• Refused to issue a Mitigated Negative Declaration for the proposed demolition, instead of 

requiring an EIR; 
• Failed to itself prepare and certify an EIR for the proposed demolition; and, 
• Exposed the Developer to substantial "risk and liability arising out of the public nuisance created 

by the conditions at the Giese Residence. 

In October 2003, the Agency filed and was granted a ~otion to Dismiss on the Developer's claims 
of violation of procedural due process. In February 2004, the Court ordered the Agency and City to 
file Motions for Summary Judgment for the claims of violation of substantive due process and equal 
protection. The Court granted the Agency's Motion with respect to the equal protection claim made 
by the Developer in March 2004. The Court also stated that it would rule on the outstanding claim 
of violation of substantive due process once additional discovery issues are ruled.on. As a result, 
the Agency, City and the Developer entered into settlement negotiations concurrently with the legal 
proceedings. Discovery proceedings and depositions are continuing should settlement negotiations 
fail, however, the Agency reports that a settlement could be reached and given to the Agency Board 
and Council for approval in mid-July. 

The Agency hired Fox as outside litigation counsel to defend the Lawsuit and submitted an initial 
budget estimate of $75,000. To defend the Agency through the trial stage of the Lawsuit, Fox 
submitted a revised budget of $245,000. At present time, Fox's invoices to the Agency total 
$166,805. The Agency reports that several factors have led to the increase in the initial budget 
estimate: 

• Compressed scheduling of the Court- The Judge in the case gave the parties two months instead 
of the usual six months to begin document review, deposition preparation and defense, discovery 
disputes, and drafting Motion for Summary Judgment papers; 

• Document Review- The Developer's attorneys served the Agency over 50 document demands, 
each requiring review by Fox; 

• Third Party Document Review- The Developer's attorneys also served third parties in the case 
document demands, which also required Fox to review these documents to assess the impact 
on the Agency's Motion for Summary Judgments and defense of depositions of Agency and City 
employees; 

• Depositions- Fox was required to prepare for and defend six depositions of Agency and City 
employees in a one-month period; and, 

• Discovery Disputes- The Developer's attorneys demanded numerous privileged documents 
during the discovery period. Fox researched and held meet and confer sessions with the 
opposing attorneys to resolve the issue. 
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This Office concurs with the Agency's recommendations to increase the contract authority to Fox by 
$170,000, from $75,000 to $245,000, for legal costs associated with the lawsuit. -- --

RECOMMENDATIONS 

That the Council authorize the Community Redevelopment Agency (Agency) Chief Executive Officer, 
or designee, to: 

1. Amend the Agency's 2003-04 Budget and Work Program to transfer $170,000 from Work 
Objective CH9990 (Project General) to CH6990 (Response to Development Opportunities); and, 

2. Increase the Work Order amount for Fox and Sohagi in the amount of $170,000 (from $75,000 
to $245,000) for additional legal services related to the demolition of the Giese Residence 
lawsuit. 

FISCAL IMPACT STATEMENT 

There is no impact on the General Fund. The Agency reports that since this action was not 
anticipated in the 2003-04 Work Program and Budget, funding for the increase will reduce dollars 
available to the Chinatown Redevelopment Project Area . 

. 
WTF:SDE:02040223 
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Transmitted herewith, is a Board Memorandum adopted by the Agency Board on June 3, 2004, 
for City Council review and approval in accordance with the "Community Redevelopment 
Agency Oversight Ordinance" entitled: 

INCREASE OF PURCHASE ORDER AMOUNT FOR THE LAW FIRM OF FOX & SOHAGI BY 
$170,000 (FROM $75,000 TO $245,000) FOR LITIGATION SERVICES RELATED TO 
DEVELOPER'S PERMITLESS DEMOLITION OF HISTORIC "GIESE RESIDENCE" AND 
SUBSEQUENT LAWSUIT AGAINST AGENCY AND CITY 
CHINATOWN REDEVELOPMENT PROJECT 
CD1 - DOWNTOWN REGION 

RECOMMENDATION 

That City Council approves recommendations on the attached Board Memorandum. 

ENVIRONMENTAL REVIEW 

The proposed action does not constitute a "project" as defined by the California Environmental 
Quality Act ("CEQA"). 

FISCAL IMPACT STATEMENT 

There is no fiscal impact to the City's General Fund~ 

/tt obert R. Ovrom, Chief Executive Officer 

cc: John White, Office of the City Clerk (10 cije~-three hole punched) 
Lisa Johnson, Scott Eritano, Office of the CAO 
Paul Smith, lvania Sobalvarro, Office of the CLA 
Renata Simril, Office of the Mayor , . 
Neil Blumenkopf, Office of the City AttoM~smg, Community and Economic Development 



bee: Robert R. Ovrom, CEO 
Cognizant Deputy Administrator 
Ras Mallari, Accounting 
Alma Acosta 
Nenita Tan, Office of the City Controller 
Records (2 copies) 
City Attorney 
Lillian Burkenheim 
Curt Holguin 
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THE COMMUNITY REDEVt::LOPMENT AGENCY OF THE CITY OF LOS ANGELES, CALIFORNIA 

DATE: 

TO: 

FROM: 

RESPONSIBLE 
PARTIES: 

SUBJECT: 

RECOMMENDATION 

MEMO RA ND._U M 8 
JUNE 3, 2004. CH6990 

AGENCY COMMISSIONERS 

ROBERT R. OVROM, CHIEF EXECUTIVE OFFICER , 

. 
Ll~LIAN BURKENHEIM, PRO~ECT MANAGER, AND CURT HOLGUIN, 
DEPUTY CITY ATTORNEY 

INCREASE OF PURCHASE ORDER AMOUNT ·FOR THE LAW FIRM OF· 
FOX & SOHAGI BY $170,000 (FROM $75,000 TO $245,000) FOR 
LITIGATION SERVICES RELATED TO DEVELOPER'S PERMITLESS 
DEMOLITION OF HISTORIC "GIESE RESIDENCE" AND SUBSEQUENT 
LAWSUIT AGAINST AGENCY AND CITY 
CHINATOWN REDEVELOPMENT PROJECT AREA 
CD1 

.) 

. That the Agency, subject to City Council review and approval, authorize the Chief Executive Officer, 
or designee, to (1) incre?se the purchase order amount for the law firm of Fox & Sohagi ("Fox & 
Soragi ") in the amount of.$170;000 (from $75,000 tb $245,000) for additional legal services related 
to the litigation, Palmer Boston Street Properties II vs. City of Los Angeles. and Community 
Redevelopment Agency (Case No. CV03-6402-SVW), currently in the United States Federal District 
Court - Central District of California and (2) to amend the FY04 Budget to transfer $170,000 from 
CH9990 Project General to CH6990 Response to Development Opportunities. . -
SUMMARY 

The Illegal Demolition Of The Giese Residence 
.• ., 

In June 2002, Palmer Boston Street Properties II ("Palmer") filed an application with the Agency. for 
clearance of a permit to allow demolition of a 191

h century residential building known as the "Giese 
Residence" ·1ocated near the southeast cor11er of Figueroa Street and Cesar Chavez Avenue in the 
Chinatown Redevelopment Project Area ("Project Area"). A map of the Project Area showing the 
location of the Giese Residence is appended hereto as "Attachment A". The demolition of the Giese 
Residence was sought to develop Phase II of Palmer's luxury residential project known as "Orsini II". 
Agency staff determined that the Giese Residence was potentially historically significar;,t, ~nd 
accordingly, .that an Environmental Impact Report ("EIR") must be prepared before a clearance of 
the demolition permit could be issued. On October 31, 2002, Agency staff advised Palmer's legal 
.counsel of its EIR determination. However, Palmer.disagreed and refused to prepare the EIR. 

On April 19, 2003, Palmer's crews demolished the Giese Residence without a permit and without 
prior preparation of an EIR. Just two days prior to this demolition, a team of historic preservationists, 
Agency staff, and City officials had met to finalize a plan to have the Giese Residence relocated at 
no expense to Palmer. 
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On November 18, 2003, the Board of Building & Safety· Commiss,ioners voted to invoke the City.'s 
Scorched Earth .Ordinance ("Ordinance") against Palmer for the permitless demolition of the Giese 
Residence. The Ordinance was enacted to deter precisely this type of preemptive illegal demolition 
of historic structures. The Ordinance was imposed on the Orsini II site for the maximum 5;.year 
period specified therein. Thus, the development of Palmer's Orsini II project was effectively banned 
for five years. ' 

The Lawsuit Against tne City and Agency 

· On September 8, 2003, Palmer filed a complaint against the City and Agency in Federal District 
Court. Palmer 'alleged the Agency violated· its. procedural due process, substantive due process, 
and equal protection rights under the US, Constitution. As grounds for' these allegations, Palmer 
contended that the Agency: (i) failed to timely act on Palmer's application for the demolition permit; 
(ii) refused to issue a Mitigated Negative Declaration for the proposed demolition, instead of 
requiring an EIR; (iii) failed to itself prepare and certify that EIR for the proposed demolition; and (iv) 
exposed Palmer to substantial risk 'of civil and criminal liability arising out of the public nuisance 
created by the dangerous conditions of the Residence. Palmer d,~manded $10 million in damages 
against the Agency and City, and an injunction against' the City's continued application of the 
Ordinance to the Orsini II site. ' 

The Agency engaged Fox & Sohagi as outside litigation counsel to defend against this complaint. 
Fox & Sohagi submitted an initial budget estimate of $75,000 to handle the litigation (Attachment B 
her~to). · · 

On October 20, 2003, the Agency filed a Motion to Dismiss the lawsuit. Ttie Court granted the 
Agency's Motion as to Palmer's procedural due process claims, but denied the balance ·relating to 
Palmer's· substantive due process and equal protection claims. On February 9, 2004, the parties 
attended a status conference where the Court ordered· the Agency and City to file Motions for 
Summary Judgment. The Court also set an expedited 2 mqnth briefing and hearing schedule. As a 
result, the Court set in motion a document-intensive, deposition-intensive, time-consuming, and 
expensive discovery stage of this lawsuit. ~ 

On March 8, 2004, the Agency filed its Motion for Summary Judgment on the procedural and 
substantive due process claims. If granted, the Agency is dismissed from the lawsuit without need 
to go to trial. The Court granted the Agency's Motion with resrJect to Palmer's equal protection 
claim. The Court denied'the Agency's Motion with respect to P·almer's substantive due process 
claim, but indicated it was disposed to granting it once the Court ruled on limited additional discovery 
is~ues. Those discovery-rulings are expected by late June 2004. 

Contemporaneous with the.Agency's (and City's) filing of Motions for Summary Judgment, Palmer 
commenced ·settlement negotiations of the lawsuit. These negotiations started as bilateral Palmer­
City negotiations because the chief remedy sought by Palmer was release from·the City's Scorched 
Earth ban on the Orsini II site. The negotiations evolved into trilateral Palmer-City-Agency 
negotiations as the Agency needed to present its requirements for settlement. It is unlikely that 
Palmer would have commenced settlement negotiations without the Court's granting (in part) the 
Agency's Motions to Dismiss and for Summary Judgment. · 
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The Need To Increase Outside Counsel Fees 

Several unique and unexpected factors combined to significantly increase Fox & Soh~gi's initial 
budget estimate. These were: 

(1) Judge's Time Compressed Schedule -- The Palmer lawsuit was assigned to Judge Stephen 
Wilson who is known for time-compressed scheduling of cases in his Court. Th~. Judge gave the 
parties a mere two months for work that normally requires six mont~s (i.e., all discovery and all work 
on Summary Judgment papers). Consequently, three Fox & Sohagi attorneys were required to 
work on.document review, deposition preparation and defense, discovery disputes, and drafting of 
the Motion for Summary Ju~gni~nt papers. 

. 
(2) Palmer's Multiple Document Demands On Agency -- Palmer's attorneys served over 50 
document demands on the Agency during the compressed two-month dis_covery period. Each of 
these requests required, extensive. review by Fox & Sohagi for privileged documents and the 
preparation of privilege logs to prevent inadvertent release of such documents to !?aimer. 

(3) Palmer's Document Demands On Third Parties -- Palmer's attorneys also served three (3) third 
parties with document demands during the compressed discovery period. Fox & Sohagi was 
obligated to review these demands (and the documents produced thereunder) to see how they 
would impact the Agency's Motion for Summary Judgment, and the Agency's defense of depositions 
of Agency (and City) employees. 

(4) Palmer's Numerous Depositions -- Fox &-Sohagi was required to prepare for and defend (or 
attend) six depositions of Agency and City employees in approximately a one month period. All of 
the depositions required · extensive document -review, and extensive witness preparation was 
required for.the three Agency employees depOSf!:ld. 

,, 
t·" 

(5) Parties',protracted Discovery Disputes -- Palmer's attorneys demanded numerous privileged 
documents during the compressed discovery period. Among these documents were 
communications between City Attorneys representing the City and Agency who asserted the "joint 
defense privilege" as both their clients were sued (or anticipating suit) by Palmer. Palmer's 
attorneys bombarded the Agency with demands for these documents, the Agency's attorneys 
refused such demands based on extensive legal research, and the parties held numerous meet and 
confer sessions to try to resolve their _differences. Ultimately, the Court denied Palmer access to the 
di~puted d9cuments sought by his attorneys. 

As a result of the above, Agency staff asked Fox & Sohagi to prepare a revised budget for this 
lawsuit (Attachment C hereto). That revised budget represents an increase of $170,000 in outside 
counsel fees (from $75,000 to $245,000) to defend the Agency through and including the trial stage 
of this lawsuit. At the present time, Fox & Sohagi's invoices to the Agency total approximately 
$166,805.47. 

November 15, 2001 - Agency approval of Authorization to Execute Contracts with 25 Law Firms To 
r Serve As Agency Outside Legal Counsel for a Three Year Period. 
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January 29, 2002 - City Council approval of Authorization to Execute Contracts with_25 Law Firms 
to Serve As Agency Outside Legal Counsel for a Three Year Period. · 

. 'SOl:JRCE OF FUNDS 

- Chinatown Bond Proceeds. 

PROGRAM AND BUDGET IMPACT 

This activity was not cohtempi'ated in the FY 04 Budget and Work Program. As a result, approval of 
the recommended actions will reduce dollars available for the Program in the amount of the subject 
budget increase, thus, impa.cting the FY 05 Budget and Work Program. · 

. / 

· ENVIRONMENTAL REVIEW 

The proposed action does not constitute a "project" as defined by the California Environmental 
Quality Act ("CEQA"). ' . 7 • 

BACKGROUND 

Palmer's Recent Projects 

Palme'" has built or is currently building several luxury housing projects in the City of Los Angeles. ~ 

These include: (i) the completed Orsini I project, a 297 unit, 4 story rental complex (with ground level 
retail and subterranean parking) located on the southwest corner of Figueroa Street and Cesar E. 
Chavez Avenue; (ii) the planned Orsini II project, a 600 plus unit, 4 story project (also with ground 
level retail ahd subterranean parking) to be iocated on the southeast corQer of Figue'roa Street and 
Cesar E.. Chavez Avenue; and (iii) the planned Orsini Ill project/also a luxury rental complex (with 
ground level retail and subterranean parking) to be located on the northeast corner .of Figueroa 
Street and Cesar E. Chavez Avenue. Palmer's other luxury rental unit projects include the 
completed Medici project (near Eighth Street and the Harbor Freeway); the under construction Piero 
project (near Sixth and Bixel Streets); and the planned Visconti project in City Center West. 

The Giese Residence 

Thi~ lawsuit concerns Palmer's illegal demolition of a residential structure known as the "Giese 
Residence," formerly located at 840-844 West Cesar E:·ciiavez, Avenue. The property is located 
within the Chinatown Redevelopment Project Area. 

According to the historical evaluation prepared by Palmer's own expert Roger Hathaway, the Giese 
Residence was originally built in the 1880s, during a period known to City historians as the "Boom of 

· the Eighties." The builders were the noted Beaudry Brothers. The architectural style is known as 
"Queen Anne" or "Queen Anne cottage." In 1914, the original residence was incorporated into·a 
larger building as the upper story of a 4-unitapartment building, an event that Hathaway considered 
in itself "historic." · 

In 1981, the Giese Residence was recognized as potentially eligible for listir:,g in· the National 
Register of Historic Places in an architectural/historical survey prepared for CRA by the same Roger 
Hathaway. In February 2002, Hathaway again surveyed the Giese Residence (this time for Palmer) 
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and surrounding buildings, and again concluded in his report that "This building does appear to 
qu~lify for listing in the California Register of Historic Places." 

~ - .... !""--" - ~ '\. ... 

In June 2002, Hathaway again observed in a follow-up report that "the original residence must be 
regarded as a prime example of the "Boom of the Eighties" architecture in Los Angeles," and "an 
example of hillside residential architecture as pioneered by the Beaudry Brothers." However, 
Hathaway also stated in his June 2002 report that he was now persuaded that the Giese Residence 
would no longer qualify as eligible for listing due to deterioration and vandalism occurring since his 
February 2002 report. This conclusion was disputed by others, setting the stage for the dispute 
between Agency staff and Palmer on the level of CEQA review required prior to the Residence's 
demolition. 

City's Nuisance Abatement Proceedings 

While the CEQA debate between the Agency and Palmer unfolded, the vacant Giese Residence 
became the scene of nuisance activities by local vagrants and gang members. Opinions differ'as to 
whether Palmer could have done more to prevent trespasses and vandalism to the Residence. On 
December 17, 2002, the City's Board of Building and Safety Commi,ssioners conducted a public 
hearing, which resulted in a determination that nuisance conditions existed on the Giese Residence 
property. This determination and consequent abatement orders form the basis of Palmer's .lawsuit 
against .the City and Agency. Contrary to Palmer's contentions, however, the Building and Safety 
Board ord~rs did not require Palmer to demolish, as opposed to repair and secure, the Giese 
Residence;'"'nor were they intended to preclude relocation of the Residence. Neither did they purport 
to eliminate the need for a valid demolition permit. 

There is no conflict of interest known to me, which exists with regard to any Agency officer or 
employee concerning this action. 

Attachment A - Site Map Showing "Giese Residence" 
Attachment B - Fox & Sohagi Initial Budget 
Attachment C - Fox & Sohagi Revised Budget 
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Attachment B 

ESTIMATED BUDGET 
FDR LITIGATION SERVICES 

_ P'OX·& SORAG1, LLP 

Palmer v. CRA, et al. 

L10D Auaam11nt & Development 

L20D Pre-Tdal Pladings 
&Modems 12(b)6 

t.300 01aco-rv 

L.400 Trial P1Wpata1\on Ii Trial 

LSOO Appenl--

l6DD Ex11en&es• 

TOTALS 

CONTRACT W: 

PllRCHASE ORDER It: 

20· 

100 

50 

130 

300 

• A.n;,.en raeaii:,ta: 1:0 bill . 

~ 5,000 

25,000 

12,500 

32,500 

$75,000 

CERTIFIED CORRECT: DATE: September 23, 2003 

DEBOR.Ml ~. FOX 
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ESTIMATED ~UDGET 
FOR LITIGATION SERVICES 

. ~· 

LAW FIRM: FOX & SOHAGI, LLP 

CASE·NAME: Palmer v. CRA, et al. 

L100 Assessment & Development 

l200 Pre-Trial Pleadings 
& Motions 

L300 Discovery 

L400 Trial Preparation & Trial 

L500 Appeal 

L600 Expenses*· 

·TOTALS 

* Attach receipu; to bill. 

CERTIFIED CORRECT: 

_ 3 /? cj jDLf?:-:' 
[)cx-~S>Qli 

DEBORAH J. klx 

EXHIBIT A 

CONTRACT#: . 502373 -

PURCHASE ORDER#: 

40 $ 10,000.00 

200 50., 000. 00 

350 87,500.00 

390 97,500.00 I 

·- ....... ~· 

980 $245,QOO.OO 

DATE: March 24, 2004 
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PLACE IN FILES 

MAY 2320~ 

DEPUTY- 0 
City Attorney (with blue sheet) 
Councilmember Reyes 
Councilmember Padilla 
Councilmember Bernson 
Councilmember Miscikowski 
Department of Building & Safety 
Community Redevelopment Agency 
City Administrative Officer 
Planning and Land Use Managi~~nt Commi_t tee, . , 
Attn: J. White 

RE: POSSIBLE PROSECUTION OF G.H. PALMER ASSOCIATES FOR THE WRONGFUL 
DEMOLITION OF THE GIESE RESIDENCE AT 840 WEST CESAR CHAVEZ BOULEVARD 

At the meeting of the Council held May 13, 2003, the following action was 
taken: 

Attached report adopted ........................................ _____ _ 
Attached motion (Reyes - Padilla) adopted, as amended.......... X 
Attached amending motion (Bernson - Reyes) adopted............. X 
Mayor approved ................................................. ______ _ 
FORTHWITH....................................................... X 
Mayor concurred ............................................... ______ _ 
To the Mayor FORTHWITH ....................................... ·-----~ 
Motion adopted to approve committee report recommendation(s) ... _____ _ 
Motion adopted to approv~ communication recommendation(s) ...... ______ _ 
Ordinance adopted .............................................. _____ _ 
Ordinance number ............................................... ______ _ 

AN EQUAL EMPLOYMENT OPPORTUNITY - AFFIRMATIVE ACTION EMPLOYER Recyclable and rrsde lrom recycled waste. @ 
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':( RfM~tlRI tWNNCIL AGENDA 3E POSTED M, y o 6 2003 
~ On April 19, 2003, the Giese Residencela~t:8~4-0-W-. C-es_a_r_C_h_a_v_e_z_B_o_u-le_v_a-rd-w-as-k-no_w...1.i_n_g-ly_a_n_d;;;.;.;.s 

wrongfully demolished by G.H. Palmer Associates (Palmer) without a demolition permit. Built in 1887, the Giese 
Residence was the last 191

h Century home in the Bunker Hill area of downtown Los Angeles. 

On April 21, 2003, the Department of Building and Safety verified that the destruction of the Giese 
Residence had occurred without issuan·ce of a demolition-permit and immediately issued Palmer a "Stop Work" 
order and a 48-hour order to correct. 

On May 2, 2003, the Community Redevelopment Agency (CRA) advised Palmer that it "did not, and could 
not, clear [his] Application because the proposed demolition did not comply with the Plan or applicable law." 
CRA further informed Palmer that his "demolition of the 'Giese Residence' (a structure of historical significance) 
without review, mitigation or permit was inconsistent with the Plan and the California Environmental Quality Act 
("CEQA"), and was not authorized by the Agency." 

In 2002, Palmer had applied for a permit to demolish the Giese Residence to clear the site for future 
development. The Giese Residence was located within the boundaries of the Chinatown Redevelopment Project 
Area. Pursuant to the Chinatown Redevelopment Plan (Plan), CRA was required to review Palmer's application 
to ensure conformance with the Plan. 

In September 2002, following preparation of an Initial Study/Draft Mitigated Negative Declaration and 
public comment period, CRA determined that the Giese Residence was an historical resource and that an 
Environmental Impact Report (EIR) was required under the California Environmental Quality Act (CEQA) prior to 
CRA's clearance of Palmer's application for a demolition permit. CRA's determination was communicated to 
Palmer's legal counsel on October 31, 2002. 

Not only had the residence been identified as an historic resource within the Chinatown Redevelopment 
Project Area, but it also appeared to be eligible for listing in the California Register of Historic Resources. The 
home had historic significance as a last remaining example of "Boom of the Eighties" architecture downtown and 
as the last remaining home in downtown's "Park Tract" laid out by Prudent and Victor Beaudry. 

Prior to the wrongful weekend demolition of the Giese Residence, Council District 1 had been in 
communication with Palmer's legal counsel and agents in an effort to facilitate the relocation of this historical 
resource. Just two days before the demolition occurred, an interagency meeting was held to facilitate relocation 
of the house by a willing buyer to a vacant lot located in the Angelino Heights Historic Preservation Overlay Zone 
(HPOZ), less than a mile away. 

In the late- 1980's, the City of Los Angeles enacted the so-called "Scorched Earth Ordinance" found in 
Section 91.106.4.1(10) of the Municipal Code to punish illegal demolition activity without proper permits and to 
deter developers from defying City permit requirements and State environmental laws. This ordinance 
authorizes the Department of Building and Safety to withhold development permits on a property for five years if 
it determines that demolition has occurred without proper permits. 

I THEREFORE MOVE that the City Council direct the Department of Building and Safety in consultation 
with the City Attorney to undertake all civil and criminal measures available to the City under the Los Angeles 
Municipal Code and State law to enforce and prosecute G.H. Palmer Associates for this clearly egregious 
violation of City codes and the CEQA, including but not limited to the invoking of Section 91.106.4.1(10) of the 
Los Angeles Municipal Code, otherwise known as the "Scorched Earth Ordinance" in relation to the demolition of 
the Giese Residence at 840 W. Cesar Chavez Boulevard; and 

I FURTHER MOVE that the Department of Building and Safety and the City Attorney provide a status 
report of the enforcement actions undertaken by them to the Planning and Land Use Management Committee of 
the Council within two weeks. 

MAY l 3 2003 '* -0¢, ~ECONDEDBY: ~~~~~~,ie:::.~~!!111!~~~~-

MJ~ l\~m~l~~ mr1 co~~~~~~, ~.A \'-,.i.4 ~ fV\o ~ 
F_O_HTHWITH 



VERBAL MOTION 

I HEREBY MOVE that Council AMEND the Motion (Reyes - Padilla) 
on today's ~genda (Item"No. 32,-CF ~3-b926) relative to poisible 
prosecution of G. H. Palme:r- Assoc:iates for the wrongful demolition 
of the Giese R~sidence at 840 West Cesar Chavez Boulevard, to 
include the following recommendations: 

1. INSTRUCT the Department of Building and Safety and REQUEST the 
City Attorney to issue no permits for any new development for 
a minimum period of five years in connection with the wrongful 
demolition at 840 West Cesar Chavez Boulevard; and further 
REQUIRE that the property shall be maintained during this 
period at the owner's expense, and further, if the owner does 
not comply with this requirement, the City shall clean the 
property and place a lien on said property to cover the cost 
of cleaning. 

2. REQUEST the City Attorney to prepare and present an Ordinance 
to amend the Los Angeles Municipal Code Section 91.106.4.1(10) 
to state that the Department of Building and Safety , shall 
withhold a building permit. *(Miscikowski - Reyes) 

PRESENTED BY 
HAL BERNSON 
Councilmember, 12th District 

SECONDED BY 
EDP. REYES 
Councilmember, 1st District 

(V\o~ 
May 13, 2003 AtllO ~ltEu)) 
CF 03-0926 MAY 1 3 2003 

FORTHWITH 
O:\Docs\Council Agendas\mk\03-0926.mot.wpd 



COUNCIL VOTE 

May 13, 2903 12:22:09 PM, #10 

ITEM NO . ( 3 2 ) 
Adopt as Amended 

BERNSON Yes 
GALANTER Absent 
*GARCETTI Yes 
GREUEL Yes 
HAHN Yes 
HOLDEN Yes 
LAB ONGE Yes 
MISCIKOWSKI Yes 
PACHECO Yes 
PARKS Yes 
PERRY Yes 
REYES Yes 
WEISS Yes 
ZINE Yes 
PADILLA Yes 
Present: 14, Yes: 14 No: 0 
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Street City State Zip 
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MAY 1 3 2003 



CITY ( ~: LOS ANGELES SPEAKER ( ~_JRD 

I Date6 l \~ 1 tJ"f; 
Council File No., Agenda Item, or Case No. 

~ 1~ 

I wish to speak before the i~,-,1 ~~ ___.. 
Name of City Agenc;§epartrnent,Committee or Council 

Do you wish to provide general public comment, or to speak for or against a proposal on the agenda? (~r proposal 
( ) Against proposal 

Name: ( ) General comments 
~~~~~~-----.-~~~~-~~.~---~A 

Bu~nessorO~aniz~ionAffiliation:~~~~~-~~~~-~~~~-~~-~~-~-~---~~~'---

Address:_~~1!~• =-+h'OY_·_~-~~--________ qmi_._' "-""'-y __ 
Street ~~ City \J\Aiv~i,{' State ~ 

Business phone: ~)& ~-tJeh f Representing:--~--~~-----------------

CHECK HERE IF YOU ARE A PAID SPEAKER AND PROVIDE CLIENT INFORMATION BELOW: D 
Client Name: _____________________________ Phone#: _____ _ 

Client Address:--------------------------------------
Street City State Zip 

Please see reverse of card for important information and submit this entire card to the presiding officer or cha~pifjs£°3 
2003 



I_ -- -- - - -- -------- - - -

.3 CITY~) LOS ANGELES SPEAKER ( ____ JRD 

I Oats - \ '? -0) 
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Name: V Q ~- \Cf'\ ( ) General comments 
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