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The City of Los Angeles is performing a review of its asset management functions in 
order to identify areas for improvement and focus. Cushman & Wakefield (C&W), as a 
subcontractor to PA Consulting, worked with the City Team specifically focusing on real 
property portfolio management and optimization. As part of the work identified in 
"Contract Amendment Number 1 to Agreement C-122097”, C&W has developed a 
framework for portfolio optimization. 

This document is organized around the four primary tasks: 

 Task 1: Develop a framework to be used by the City to run portfolio optimization internally.  This 
framework contains definitions of property categories for specific portfolio optimization goals and 
criteria, best practices and establishes critical data fields for inclusion in a permanent real estate 
database. 

 Task 2: Complete a value optimization study for several “high potential properties” and a few 
leases where the City is a tenant. 

 Task 3: Develop multiple pro-forma templates to be used by the City internally to support 
portfolio optimization analyses in the future. 

 Task 4: Review the City’s current brokerage practices and provide recommendations for 
changing the City’s brokerage practices and procedures.  

Portfolio Management Framework (Task 1) 

City Real Estate Asset Categorization 

C&W reviewed the inventory of the City’s assets and categorized those assets into groupings that could 
be used to create goals, objectives and priorities for strategic asset management.  In a parallel process, 
the City began developing an Asset Management Strategic Planning evaluation framework (AMSP 
framework) to delineate how the City will evaluate properties and inform decisions on potential re-use of 
City properties.  C&W's asset management categorization (Asset Categorization) correlates to the work 
the City is doing internally, which generally centers on City-owned assets.  This study's Asset 
Categorization also incorporates assets the City leases to third parties and leased assets where the City is 
a tenant, which is outside of the AMSP framework.  These categories and sub-categories are as follows: 

 City-Owned Assets – Municipal Use  

– Mission Critical  

– Office and Administrative Functions 

 City-Owned Assets - Non-Essential / Excess / Surplus 

– Category 1 (No City occupancy or requirements) 

– Category 2 (Underutilized but currently house city functions) 

– Category 3 (Do not support City functions/may or may not house non-profit organizations) 

– Category 4 (No further City use) 

EXECUTIVE SUMMARY  
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 City Leased Assets 

 

Within the major property categories, sub-categories were defined for each, and specific optimization 
goals or criteria were developed.  The objective is to achieve the best economic use of the City's real 
estate while housing and supporting City functions, meeting policy goals and serving the community. 

The intention of the Asset Categorization is to provide a guideline for the City, to develop a strategy for the 
long-term management of its portfolio.  Considerations include:  

 Obtaining the best possible lease terms for space leased by the City 

 Operating as a private sector real estate owner would in managing real estate 

 Monetizing owned real estate that serves no continued City use 

 Effectively managing City-owned real estate that will continue within the portfolio 

Best Practices 

Best practices in long-term portfolio optimization at the strategic level include: 

1. Developing a complete and accurate collection of real property information 

2. Acquiring and maintaining sufficient portfolio information to assist in strategic, integrated decision-
making 

3. Using market-based benchmarks to guide staff in maximizing utilization of property assets 

4. Linking real estate asset performance to core City strategies such as operational efficiencies, LEED 
standards/sustainability, customer service and reducing costs 

5. Achieving the highest and best use of City assets and generating the greatest value to the City, with 
both owned and leased properties. 

 

Best practices for the tactical (medium-term) portfolio-level optimization are to ensure that:  

1. The opportunity cost of financial resources tied up in land and buildings is minimized 

2. The monies expended on the City’s real estate portfolio are efficiently and effectively directed to 
provide the greatest value to the City’s real estate strategies and service delivery requirements 

3. The highest and best use of City properties is achieved.   

 

Best practices for operational (short-term) portfolio-level optimization include: 

1. Establishing measurement standards (metrics) for premises and buildings   

2. Establishing rental rates via market analysis and lease negotiation   

3. Accounting for and managing operating expenses 

 

C&W also established a list of critical data fields for the City to use in establishing its first generation asset 
management database.  
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Value Optimization Studies of the City’s “Highest Potential Properties” 
(Task 2)  
The City identified seven City-owned properties for detailed review and analysis within the "City-Owned 
Assets – Office and Administrative Functions and Non-Essential/Excess" major category. The City also 
identified four leases, all within the "City Leased Assets" major category, for review and benchmarking 
against market standards.  Collectively, these were labeled “highest priority properties” (HPP).  

The purpose of these reviews was to take a market-based approach to evaluating the real estate, 
considering current market trends, investor approach, market positioning, opportunities and constraints 
from a land use perspective, locational considerations, and ultimately an examination of the asset’s 
highest and best use.  Market and financial analyses were conducted and summaries and extensive, 
individual reports were prepared for each City-owned HPP.  See Section 2.2 of this report and Appendices 
A and B for full summaries of the identified City-owned and City-leased properties.   

Two tables below summarize the findings of the HPP analysis for City-owned and City-leased properties.   
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Table ES-1:  Summary of Value Optimization Options for City-owned HPP  

Owned HPP Short Description of City-Owned Asset Findings and Recommendations 

City Hall South 
 1.44 acre site just south of City Hall, 

containing 103,686 square feet of office 
space in an eight-story building. 

 The value of the land likely exceeds the value of 
the property as currently improved. 

 C&W recommends that the future of the City Hall 
South site be analyzed in conjunction with the rest 
of the Civic Center buildings. 

West LA Civic 

Center 

 9.62acre site located just west of the 405 
Freeway 

 This site is currently underutilized. 

 The property has immediate potential (assuming 
unencumbered) for market-driven demand from 
office, retail, and/or multi-family residential uses. 

 C&W recommends outright sale or Joint Venture 
to achieve highest proceeds to the City. 

Pico House 
 Historic 3-story brick building on a 1.23-

acre site 

 Located within the El Pueblo Los 
Angeles Historic Monument. 

 Renovation into hotel use is likely a break-even 
proposition for the City. 

 Proposed development surrounding Union Station 
would likely increase potential economic returns. 

El Pueblo 

Parking Lot #2 

 A 1.8 acre site located at 615 N. Main St. 

 The site is the primary parking lot for El 
Pueblo. 

 Redevelopment into a multifamily residential use 
with ground floor retail is market supported and 
would generate the highest proceeds if sold. 

Westlake 

Theater 

 The 36,000 square foot, 1,949-seat 
Westlake Theater and adjacent 0.74 acre 
site (which is restricted to affordable 
housing). 

 Comparable sales suggest that pricing for the 
Westlake Theater would range from $75 - $175 
per square foot of building area. 

 Investor response for the Westlake Theater likely 
would be weak to moderate given the condition of 
the building, historic-designation, and lack of 
parking. 

 The City could enter into a long term ground lease 
for one or both sites to facilitate redevelopment. 

Reseda Town 

Center 

 The C2 parcels of the two subject sites 
are currently improved with low-rise 
commercial buildings. 

 An outright sale is the recommended strategy to 
achieve the greatest proceeds for the City.  

 A likely buyer is the adjacent land owner. 

Lincoln Heights 

Jail & 1903 

Humboldt 

 LH Jail: Approximately 226,100 square 
foot building on a 210,800 square foot 
site.  Designated as Los Angeles 
Historical Landmark 

 The 1903 Humboldt site is approximately 
79,033 square feet of vacant land 
(currently surface parking) 

 Absent incentives or subsidy, the feasibility of 
redevelopment of the LH Jail is considered poor. 

 C&W recommends further analysis of the jail 
structure and Humboldt site to define alternatives 
and develop more accurate cost estimates. 
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Table ES-2:  Summary of Value Optimization Options for City-Leased HPP  

Leased HPP Short Description of City-Leased Asset Findings and Recommendations 

Bradbury 

Building 

 304 S. Broadway, Downtown Los 
Angeles 

 Premises includes 40,591 square feet of 
office space 

 Occupied primarily by the Internal 
Affairs Division (IAD) of the LAPD 

 Fully utilized / optimal 

 The City has favorable business and legal terms, 
including rent levels at or below market. 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Termination clause - lease allows for early 
termination. 

CalTrans 

Building 

 100 S. Main Street, Downtown Los 
Angeles 

 Premises includes 98,486 SF of office 
space 

 Occupied primarily by the Department 
of Transportation 

 Fully utilized / optimal 

 The City has favorable business and legal terms, 
including rent levels at or below market. 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Termination clause - lease allows for early 
termination. 

620 

Commercial 

 620 Commercial Street Downtown Los 
Angeles 

 Premises includes 42,500 SF of 
warehousing space 

 Occupied primarily by the LAPD 
Property Division 

 Fully utilized / optimal 

 The City has favorable business and legal terms, 
including rent levels at or below market. 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Termination clause - lease allows for early 
termination. 

Los Angeles 

Media Tech 

Center - 

Building 7 

(Media 

Center) 

 2714 Media Center Drive, Los Angeles, 
CA  90039 

 Office, warehouse, and receiving station 
for waste water samples and other 
related uses by Bureau of Sanitation. 

 Fully utilized / optimal 

 The City has favorable business and legal terms, 
including rent levels at or below market. 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Termination clause - lease allows for early 
termination. 
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Pro-Forma Templates for Portfolio Optimization Analyses (Task 3)  
C&W provided a set of pro-forma templates in MS Excel to the City.  These templates provide City staff 
with a set of tools from which additional asset level optimization studies can be performed as priorities are 
established across the portfolio.  See Appendix C for embedded electronic copies of these pro-forma 
templates. 

Review of Practice of Using Broker Representation (Task 4)  
Best in class organizations, whose primary purpose is not owning and managing real estate, routinely 
utilize outside professionals to provide real estate services.  The City of Los Angeles should be no 
exception.  

C&W interviewed the City’s in-house real estate professionals to understand the current policies and 
practices around engaging the services of outside professionals – specifically broker representation in 
sale and lease transactions.  Our research indicated that the process of solicitation (Request for Proposal) 
is typical of other governmental agencies; however, relative to the size of its portfolio, the sophistication of 
the Los Angeles market, and the complexity of the real estate owned and leased by the City, the City’s 
use of outside representation is limited. 

C&W and PA Consulting recommend that to best serve its real estate needs, the City move toward the 
practice of procuring services for all of the City's leasing contracts.  The recommended use of outside 
professional brokers will allow in-house staff to focus on strategic asset management.  There will also be 
an ongoing need for staff to manage outside real estate providers.  

Third party brokerage representation and the resulting relationships would also support the City’s goal of 
optimizing the performance of its portfolio through continuous access to real time market information and 
partnerships.  These partnerships will serve as a valuable resource to the City and enable it to make 
informed real estate decisions as it functions as a landlord, tenant and developer. 
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 Several common descriptions are often applied to Real Estate Asset Portfolio Optimization. “Portfolio 
Optimization” is a holistic and integrated approach to aligning: 

– Management and performance of owned or leased assets over time with the Los Angeles City Real 
Estate Strategic Plan(s) 

– City’s operational objectives and service delivery requirements in a sustainable, financially feasible, 
and cost effective manner.   

 Portfolio optimization takes a life-cycle approach considering total revenues and property costs for 
either owned or leased properties to include acquisition, maintenance, operating and disposal costs 

Cushman & Wakefield (C&W) developed an asset management categorization (Asset Categorization) to 
be used by the City to optimize its real estate asset portfolio internally.  This Asset Categorization contains 
best practices, definition of property categories for specific portfolio optimization goals and criteria, and 
identification of critical data fields for the permanent real estate database. 

 

1.1 Best Practices  
Implementation of portfolio optimization best practices for real estate should be linked among three 
different levels:  

 Long-term 

 Medium-term 

 Short-term 

This subsection will describe each of these three levels, showing how each builds on the other two. 

 

1.1.1 Long-term Optimization 

Long-term portfolio optimization best practices are best developed and implemented over a 5 to 10 year 
period.  In an environment of constrained resources, real estate investments need to be clearly justified 
and correctly prioritized. To be most effective, the City’s portfolio optimization strategy must be holistic; 
that is, taking a life cycle approach that considers total investment and property costs for either owned or 
leased properties to include acquisition, maintenance, operating and disposal costs. The strategy must be 
integrated; that is, oversight must be horizontal across all City agencies and departments. 

Best practices in long-term portfolio optimization at the strategic level are summarized below in Table 1-1: 

  

1 PORTFOLIO OPTIMIZATION FRAMEWORK 
(TASK 1) 
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Table 1-1:  Summary of Long-term Portfolio Optimization Best Practices 

Long-term 

Objectives 

Transaction 

Type 

Best Practices 

1. Link real estate 

asset performance to 

core City strategies, 

providing the highest 

and best use of City 

assets, and greatest 

value to the City, with 

both owned and 

leased properties 

 Buying  Manage demand - Reduce the City's demand for new real estate assets 
through better integration of service and asset planning coupled with 
effective use and maintenance of existing assets. 

 Operational  Maximize value of property use - Work with City agencies to link their 
service requirements to available real estate assets. Characterize how 
the agency service needs are met by the real estate assets. 

 Operational  Leverage real estate partnerships - Partner with all City agencies, other 
governments, non-profits entities and the private sector to leverage 
opportunities to maximize the value of City real property assets. 

 Buying  Establish metrics and track benefits - Identify specific benefits and 
assign measureable key performance indicators and associated 
benchmarks to measure the value of proposed acquisition and/or 
development of new City assets. 

 Operational  Consider co-location - Validate property goals of the collaborating entity 
agency to determine whether colocation of operations is possible. 

2. Acquire  /develop 

new real property 

assets by well-

planned and 

expeditious 

negotiation  

 Buying  Time-box property negotiations - Where the potential for property 
acquisition exists, identify a deadline for negotiation based on the 
anticipated project need and timeline and develop a full negotiation plan. 

 Operational  Manage property lifecycle - When calculating the total cost of property 
ownership, include considerations of operations and maintenance cost 
along with available indicators of a property’s value; e.g., assessments 
and appraisals, evaluating negotiating positions, etc. 

 Selling  Leverage standard contract templates and property valuation 
processes - Where legally possible, utilize standard contract formats for 
expedited sales agreements based upon agreed-upon processes 
involving property valuations by neutral third-parties. 

3. Acquire and 

maintain sufficient 

portfolio information 

to assist in strategic, 

integrated decision-

making, allowing for 

maximum utilization 

of property assets 

among City agencies. 

 Operational  Establish data stewardship - Develop and implement roles and 
responsibilities for managing real estate data and maintenance of real 
estate databases.  Measure & report data accuracy via scorecards. 

 Operational  Establish periodic portfolio reviews - Develop a review framework for 
annual reporting from custodial agencies, identifying necessary linkages 
with other departments and non-City stakeholders relevant to their service 
needs. 

 Operational  Establish service level management - Create qualitative process to 
document existing services with relevant service associations to compare 
and assess opportunities to meet existing and future needs in alternate 
sites, locations, or through other means. 
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1.1.2 Medium-term optimization 

Medium-term portfolio optimization ensures that:  

– The opportunity cost of financial resources tied up in land and buildings is minimized 

– The monies expended on the City’s real estate portfolio are efficiently and effectively directed to 
provide the greatest value to the City’s real estate strategies and service delivery requirements 

– The highest and best use of City properties is achieved.   

 

Robust real property portfolio management and optimization processes and tools can help the City 
achieve the following inter-related objectives: 

1. Develop and manage a systematic surplus property identification and disposal process 

2. Maintain and improve performance of the City’s real estate asset portfolio 

The ongoing maintenance of the Property Inventory Database (see Sections 4.1.4 and 4.2.1 of the "2014 
Strategic Real Estate Plan") across the real estate portfolio is critical to achieving medium-term and long-
term portfolio optimization goals. A strategic understanding of the real estate portfolio will depend critically 
on the quality of the real estate data.  To this end, the following property inventory management goals are 
prescribed below: 

1. Develop and manage a systematic  surplus property identification and disposal process 

2. Maintain and improve the performance of the City’s real estate asset portfolio 

3. Develop a complete, accurate collection of property information through uniform electronic collection 
of pertinent physical & financial documents 

These medium-term portfolio optimization best practices are provided below in Table 1-2. 
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Table 1-2:  Summary of Medium-term Portfolio Optimization Best Practices 

Medium-term  

Objectives 

Transaction 

Type 

Best Practices 

1. Develop and 

manage a 

systematic  

surplus property 

identification and 

disposal process 

 

 Operational / 
Selling 

 Evaluate portfolio effectiveness - Determine whether portfolio of real 
estate investments is effective and relevant to service requirements.  

 Ensure that underutilized or nonperforming assets are identified, 
prioritized, and disposed of in a manner consistent with code requirements 
and maximizing benefit to the City. 

 Identify City real estate assets suitable for further investment, and prioritize 
spending decisions. 

 Selling  Prioritize assets in the portfolio - Annually identify, prioritize, and review 
assets to be disposed of.  A “surplus” asset is defined as: 1) an asset not 
required for the delivery of services, now or in the long-term; 2) an asset that 
has become uneconomical to maintain and/or operate; and 3) an asset 
which may yield community or private benefits if sold. 

 Operational / 
Selling 

 Optimize assets in the portfolio - Annually identify opportunities for 
optimizing the value and financial return to the City through asset disposals, 
economic development, affordable housing, community open space, etc. 

 Operational / 
Selling 

 Manage surplus properties - Create, maintain, and annually update an 
ongoing property surplus and disposal plan, including disposal 
determinations, major milestones, schedules, and responsibilities, with the 
plan’s timeframe coincident with the interval of the City’s budget and capital 
approval planning cycles. 

 Selling  Remove barriers to surplus property disposition - If possible, amend City 
Code to allow for a more streamlined sales procedure, which will allow for a 
more responsive disposal of surplus property. 

2. Maintain and 

improve the 

performance of 

the City’s real 

estate asset 

portfolio 

 Operational  Minimize deferred maintenance - Reduce the accumulation of needed 
property maintenance, so as to reduce long-term property costs. 

 Ensure the building maintenance process is structured and systematically 
executed.   

 Ensure that maintenance planning process is aligned with the City’s capital 
improvement strategy and asset disposal strategy.   

 Operational  Track and manage real estate portfolio metrics 

 Identify property categories and related performance targets.   

 Aggregate property-level data at the property category level.   

 Track, manage, & report on real estate asset portfolio metrics by property 
category. 

 Operational  Perform portfolio analyses - Identify and implement efficiency 
improvements for individual properties and for property categories within 
City’s real estate asset portfolio.  Identify opportunities to increase income 
generation or reduce expenditures. 

 Operational  Manage all property in the portfolio in an environmentally responsible 
manner, consistent with the principles of sustainable development, by 
focusing on energy and cost savings in City facilities. 

Table 1-2 continued on the next page 
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Table 1-2 (continued):  Summary of Medium-term Portfolio Optimization Best Practices 

Medium-term  

Objectives 

Transaction 

Type 

Best Practices 

3. Develop a 

complete, accurate 

collection of 

property 

information through 

uniform electronic 

collection of 

pertinent physical & 

financial documents 

 Manage  Implement AMS and PID - Implement a Real Estate Asset Management 
System (AMS) and Property Inventory Database (PID) to provide robust 
reporting 

 Buying / 
Managing 

 Adopt a common asset naming / identification protocol -  

 Create and adopt a common naming / identification protocol for all new 
and existing real estate assets 

 Allow leases and lease renewals to link to specific property parcels 
and/or address information. 

 Operational  Link key information in real estate systems and plans - Improve 
access to real estate related information by creating electronic linkages 
among Asset Management System and Strategic Real Estate Plans, Asset 
Management Plan, agency business plan, facilities master plans (if any), & 
operational master plans. 

 

1.1.3 Short-term optimization 
 

Most leases should be considered short-term, since the City is committed to lowering its dependence on 
leased properties.  An important challenge with the City real estate group is that few periodic operating 
statements are published for leased properties or premises.  As a result, the City lacks a consistent and 
repeatable means to 1) analyze and consistently compare properties for purposes of decision-making 
(sell, invest, lease, etc.) and 2) evaluate categories of comparable properties for purposes of portfolio 
optimization.  Also, without income and expense statements for each property, the City cannot perform 
benchmarking, review performance, do trend analysis or make informed asset management decisions 
(e.g., level of justified investment, etc.). 

In the short term, the City should maintain operating expenses on a property-by-property basis and then 
aggregate and analyze property data at the portfolio level.  The purpose of maintaining operating 
statements is not only to evaluate the financial performance of each property (and portfolio of properties) 
but also to identify poor performers for corrective actions or strong performers for further investment.  
BOMA standard space measurements and a standard chart of accounts should be established so that 
periodic analysis on an item-by-item basis can be performed and accurate budgets can be established.  
Armed with this information, the City can make property and portfolio decisions using sound financial 
analysis based on accurate and complete financial data.  This process is described in more detail in 
Project (e) in the 2014 Strategic Real Estate Plan. 

Short-term real property management processes and tools that can achieve the following inter-related 
objectives: 

1. Establish measurement standards (metrics) for premises and building for owned and leased assets   

2. Establish rental rates via market analysis and lease negotiation when City is both tenant and landlord 

3. Manage leasing expenses when City is the tenant 

4. Negotiate concessions when City is the tenant 

5. Negotiate rights of use, occupancy and termination when City is the tenant 
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These short-term property management best practices are discussed below in Table 1-3.  The legend for 
Table 1-3 is shown below: 

 

Legend for Table 1-3. 

 BOMA – Buildings, Owners & Managers Association 

 BY – Base Year 

 CPI – Consumer Price Index 

 FMR – Fair Market Rent 

 LL – Landlord 

 MTM – Month to Month 

 T – Tenant 

 TI – Tenant Improvement 
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Table 1-3:  Summary of Short-term, Leased Property Management Best Practices 

Short-term 

Objectives 

Best Practices 

1. Establish 

measurement 

standards  

 Establish BOMA standards - For leases, the area of leased premises and building should 
be measured to current BOMA standards at landlord expense.  

 Establish standard usable / rentable square footage ratios - For leases, Rentable / 
Usable square footage ratios should be in line with market standards. Rental rates should 
be adjusted for non-standard ratios. 

 Improve data collection: 

 The City should collect individual office property data per Project e (Operating 
Statements for Properties) and Project f (Financial Analysis and Reporting for Properties, 
Portfolios, and Projects) in the 2014 Strategic Real Estate Plan. 

 The City should collect market data for similar buildings and premises in a standard 
template format, as shown in Appendix C.  

2. Establish 

rental rates via 

market analysis 

and lease 

negotiation 

 Establish market rates for new leases - Contract Rent for new leases should be at or 
below market rental rates based on comparable properties.  Determination of market rent 
should be established through rent comparable analysis.  

 Establish market rates for lease renewals - Contract Rent for lease renewals / extensions 
should be at or slightly below market rental rate terms for a lease renewal / extension.    

 Establish contract specific language for lease renewal rates - Lease should contain 
specific language and/or defined terms for establishing contract rent (market rent) on 
renewal.  These could include terms for market rent indicating "new", "non-renewing", "non-
expansion" leases as comparable.  Rent that is 95% of market is the target for renewals on 
larger premises. 

 Tie rental rates escalations to the CPI - Lease should provide for annual or periodic rental 
rate escalations tied to the Consumer Price Index (CPI) index or fixed increases that are in 
line with market standards, or are favorable to the City.  For example, market terms for 
professional office on the date of analysis are annual CPI increases, fixed 3% or fixed 4%.  
A city lease with fixed increases of 2.5% would be considered favorable.   

 Improve data collection: 

 The City should collect individual office property data per Project (e) (Operating 
Statements for Properties) and Project (f) (Financial Analysis and Reporting for 
Properties, Portfolios, and Projects) in the 2014 Strategic Real Estate Plan. 

 The City should collect market data for similar buildings and premises in a standard 
template format, as shown in Appendix C 

3. Manage 

leasing expenses 

 

 Accrue real estate tax benefits to the City - As the City is a tax exempt entity, the lease 
should provide for any real estate tax benefits accruing to the property owner to be allocated 
to the City for its benefit (direct reimbursement). 

 Grant Proposition 13 protection - If Real Estate Tax benefits are not available, the lease 
should grant Proposition 13 protection to City in the event the property is sold.   

 Reset the base year stop amount (also known as Recaptured or Recoverable Expenses 
below  - see note ) in the event of lease extension or renewal - The lease should provide 
for the re-set of the base year in the event of extension or renewal if applicable.  

Note 1: The "stop" is the maximum amount the owner will pay each year, and any expenses over the "stop 
amount" will be passed through to the tenant in addition to the rent.  

Table 1-3 continued on the next page 
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Table 1-3 (continued):  Summary of Leased Property Management Best Practices  

Short-term 

Objectives 

Best Practices 

4. Negotiate 

concessions 

 Base rent abatement - Depending upon the length of the lease, market conditions, and 
other terms, the lease may provide base rent abatement (free rent).  

 Tenant improvement allowance - Depending upon the length of the lease, condition of the 
premises, and other terms, the lease may provide a tenant improvement (TI) Allowance.   

 Allowance for space improvements - Lease may provide for a landlord-paid allowance for 
space improvements (negotiated). 

 Landlord-funded amortizing loans - Lease may provide a landlord-funded amortizing loan 
for the City to make its own space improvements. 

 Conversion of a portion of the TI allowance to free rent - Lease may provide the City the 
ability to convert a portion of the landlord-provided TI allowance to free rent. 

 Parking Rates - Lease may provide discounted parking rates 

 Reduced HVAC charges - Lease may provide free or reduced after-hours HVAC charges 

5. Negotiate 

rights of use, 

occupancy and 

termination 

 Flexibility in its utilization of the space - Lease should provide the City a degree of 
flexibility in its utilization of the space that is within reason given the use and function of the 
balance of the asset or building (i.e., the City can locate any office using function into a 
professional office building).  

 Right to sublet - Lease should provide the City the right to sublet all or a portion of its 
premises with consent from the landlord which should not be unreasonably withheld. 

 Holdover with reasonable premium - Lease provides for holdover with reasonable (0-15%) 
premium on a month-to-month basis. 

 Reasonable profit sharing of sublease proceeds/profits - Lease provides for reasonable 
(up to 50%) profit sharing of sublease proceeds/profits between city and landlord. 

 Reasonable penalty for early lease termination - Lease may provide City the ability to 
terminate the lease prior to scheduled lease expiration with reasonable penalty.  Early 
termination options are a significant concession from the landlord that, in most cases, 
negatively impacts property values, and are uncommon in most commercial leases. 

 

1.2 Property Categories for Optimization Goals and Criteria 
Cushman & Wakefield has identified several property categories (and sub-categories) for which specific 
goals and criteria could be developed: 

 City-Owned – Municipal Use  

– Mission Critical 

– Office and Administrative Functions 

 City-Owned Assets - Non-essential / Excess / Surplus 

– Category 1 (No City occupancy or requirements) 

– Category 2 (Underutilized but currently house City functions) 

– Category 3 (Do not support City functions.  May or may not house non-profit organizations) 

– Category 4 (No further City use) 

 City-Leased Asset 
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The goals will be focused on achieving best economic use while meeting policy goals.  Note that the City 
should develop baseline measures for each of these property categories in order to measure 
improvements.   

1.2.1   Portfolio Optimization Goals and Criteria for City-Owned, Municipal-Use  

Table 1-4 below presents a set of optimization goals and criteria that are relevant to City-Owned, 
Municipal-Use properties.  The responsible party for this property category is the General Services 
Department (GSD) Real Estate Services Division (RES), which will create and maintain a schedule for 
periodic review and physical survey of assets in this category. 

Table 1-4:  Optimization Goals & Criteria Relevant to City-Owned, Municipal-Use Properties 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Mission Critical 

Functions 

AMSP 

Framework 4A 

 City-owned 
assets that 
will be owned 
and operated 
long term by 
the City for its 
departments 
and functions 
(City Hall, 
Police HQ, 
Fire 
Departments) 

 Parks and 
Recreational 
Facilities 

 Provide basic office amenities 
(private offices, lunch room, 
conference rooms) 

 Number of private offices, lunch and 
conference rooms, and other amenities 

 Compliance with office size standards 

 Improve Safety / Security  Number of security checkpoints 

 Presence of controlled building access 

 Maintain for long-term city 
occupancy 

 Amount ($) of deferred maintenance 

 Response times to maintenance tickets  

 % maintenance budget spent (by 
quarter) 

 Manage and respond to space 
needs of City departments 

 Response times to space requests 

 Customer satisfaction (per survey) 

 Periodically survey and monitor 
asset utilization to assess 
optimal occupancy (need for 
additional space or 
underutilization) 

 Number of unused work-spaces / 
cubicles 

 Number of outstanding requests for 
additional space or to consolidate 
space 

 Determine whether real estate 
adequately houses user group 
(location / size / technology / 
access, etc.) 

 # of buildings occupied per user group 

 Number of user groups per building 

 Number of requests for upgraded 
technology / infrastructure 

Table 1-4 continued on the next page 
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Table 1-4 (cont’d):  Optimization Goals & Criteria Relevant to City-Owned, Municipal-Use Properties 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Office and 

Administrative 

Functions 

AMSP 

Framework 

4A/4C 

 

 City-Occupied 
Space 
(Municipal 
uses could be 
co-located 
with private 
sector uses) 

 Third Party 
Occupancies 

 Maximize use of space  Minimize the number of unused work-
spaces / cubicles 

– Repurpose excess space for other city 

or private sector functions 

 Evaluate inadequate facilities, those in poor 
condition or underutilized assets, for 
repositioning, redevelopment, or sale 

 Maintain operating expense 
statements on individual 
building level to allow for 
benchmarking, cost 
reduction, and competitive 
vendor bids  

 Maximize number (or %) of properties (and 
premises) in the portfolio which have 
generated standard operating statements on 
a periodic basis 

 Maximize the number (or %) of property 
operating statements containing correct 
(and verified) revenues and expenses  

 See Project (e) in the 2014 Strategic Real 
Estate Plan for a fuller explanation 

 Develop capital budget / 
reserve accounts for building 
maintenance and repair 

 Minimize the amount ($) of deferred 
maintenance in portfolio of City-owned, 
municipal properties 

 Maintenance budget per total SF of City-
occupied space  

 % of maintenance budget expended 
(planned versus actual maintenance 
expenses) 

 Third-Party 
Occupancies 

 City functions as 
owner/landlord 

 Maximize number of tenants billed correctly 
and on-time 

 Maximize rent paid by tenants on-time with 
correct amount 

 Maximize amount reimbursed by tenants to 
the City for OpEx (e.g., utility bills) on-time, 
and in the correct amount 

 Strategic approach to 
leasing 

 Require new or renewed leases to pay 
market rental rates.   

 Review renewing leases from position of 
strategic portfolio management; no "rubber 
stamping" renewals for existing tenants 

 Maximize the number (or %) of lease terms 
which reflect market best practices (see 
lease term “Best Practices” 4 and 5 in Table 
1-3) 
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1.2.2 Portfolio Optimization Goals and Criteria for City-Owned Assets - Non-
essential / Excess / Surplus  

Table 1-5 below presents a set of optimization goals and criteria that are relevant to City-Owned, 
Municipal-Use, Category I properties.  The responsible party for this property category is the GSD RES, 
which will create and maintain a schedule for periodic review and physical survey of assets in this 
category. 

Table 1-5:  Optimization Goals & Criteria Relevant to City-Owned, Non-essential / Excess Properties– 

Category I assets 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Category I 

Assets 

 CRA / LA Assets 

 No City occupancy 
or requirements 

 No ongoing 
obligations 

 Marketable 

 Largely undeveloped 
land or underutilized 
sites 

 Maximize future 
development 

 Master plan/visioning/specific plan 

 Pre-package available public incentives 

 Clear title 

 Monetize the asset 
through sale or lease 

 Exercise option in agreements to market for 
disposition / development  (CRA / LA) 

 Re-zone and re-plan to achieve highest 
proceeds as appropriate  

 Maximize speed of disposal of all Category I 

 Maximize sales price of monetized assets 
through market based sale effort (outside 
brokerage representation). 

 

Table 1-6 below presents a set of optimization goals and criteria that are relevant to City-Owned, 
Municipal-Use, and Category II properties.  The responsible parties for this property category are the 
following: 

 CAO Asset Management Strategic Planning (CAO AMSP) / EWDD, to evaluate asset for 
repositioning 

 GSD and Department Heads 

 Third party property management service provider 
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Table 1-6:  Optimization Goals & Criteria Relevant to City-Owned, Non-essential / Excess Properties– 

Category II assets 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Category II 

Assets 

 Underutilized but 
currently house City 
functions 

 May have 
contractual 
obligations that limit 
ability to dispose 

 Have redevelopment 
potential but need 
continued City 
ownership (i.e., LA 
Mall, West LA Civic 
Center) 

 Possible 
environmental 
conditions 

 Remove barriers to 
disposition 

 Maximize % of Category II assets which are 
reviewed and prioritized each quarter (or yr.) 

 Maximize outreach to other City departments 
regarding availability of surplus property (for 
alternate usage) 

 Maximize the number (or %) of Category II 
assets with all relevant surplus property asset 
information will be readily accessible to 
support strategic asset planning, and 
performance analysis. 

 Explore possibility of 
moving to EWDD for 
future disposition  

 Maximize work with EWDD to determine 
whether Category II properties have other 
uses 

 Evaluate sale or ground lease scenarios to 
determine highest value/return to the City. 

 Solicit commitments for property public 
funding / incentives to support future 
redevelopment as appropriate 

 Maximize work with EWDD on future sale or 
ground lease for Category II assets. 

 Establish structure for 
partial conveyance, 
ground lease, public / 
private partnership 

 Maximize compliance with code requirements 
to avoid fines and corrective activities and to 
ensure non-performing assets are disposed 
of in a consistent  and efficient manner 

 Eventually position as 
Category I Asset 

 Maximize the number (or %) of Category II 
assets with annual (or semi-annual) 
performance and re-positioning review  

 Maximize the number (or %) of Category II 
review which determine:  

 whether there are other departments or 
agencies who could utilize the asset (a 
horizontal review); 

 whether there are net disposal benefits to 
the City either in financial terms or in other 
terms 

 whether there are secondary service 
obligations which may dictate retention of 
the asset 

 where disposal of the asset can be carried 
out without adverse environmental impacts 
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Table 1-7 below presents a set of optimization goals and criteria that are relevant to City-Owned, 
Municipal-Use, and Category III properties.  The responsible party for this property category is GSD. 

Table 1-7:  Optimization Goals & Criteria Relevant to City-Owned, Non-essential / Excess Properties – 

Category III assets 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Category III 

Assets 

 Do not support City 
functions 

 May or may not 
house non-profit 
organizations 

 Little or no potential 
for significant 
redevelopment or 
economic 
development 

 Reduce the inventory 
of Category III assets 
in City portfolio 

 Maximize number (or %) of Category III 
assets evaluated for sale or other 
conveyance. 

 Prioritize sale/conveyance to non-profit at 
market supported pricing or in exchange for 
services. 

 Maximize number (or %) of Category III 
assets that are periodically reviewed for 
disposition 

 Minimize level of capital investment in 
Category III assets 

 Adopt Non-Profit 
Leasing Policy 

 Audit all leases for compliance with policy on 
periodic basis 

 Require all non-profit leases to be current 
and enforceable 

 

Table 1-8 below presents a set of optimization goals and criteria that are relevant to City-Owned, 
Municipal-Use, and Category IV properties.  The responsible party for this property category is GSD, 
though generally no staff resources are required on a consistent basis. 

Table 1-8:  Optimization Goals & Criteria Relevant to City-Owned, Non-essential / Excess Properties– 

Category IV assets 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

Category IV 

Assets 

 

 Do not support City 
functions.   

 May or may not 
house non-profit 
organizations 

 Little or no potential 
for significant 
redevelopment or 
economic 
development 

 Minimize liabilities  Secure/demolish improvements 

 Minimize costs 

 Potential conveyance 
to adjacent property 
owners 

 Review potential for conveyance 

 Respond to proposals when they arise 

 

  



 

23 

PA CONFIDENTIAL – Internal Use Only    

 

1.2.3 Portfolio Optimization Goals and Criteria for City-Leased Assets 

 

Table 1-9 below presents a set of optimization goals and criteria that are relevant to City-Leased Assets. 
The responsible party for this property category is GSD RES.  It is recommended that the City have 
brokerage representation for all leases above certain size thresholds (10,000 square feet). 

 

Table 1-9:  Optimization Goals & Criteria Relevant to City-Leased Assets 

Portfolio 

Category 

Examples / 

Description 

Optimization Goals Optimization Criteria 

City-Leased 

Assets 

 [the AMSP 

Framework 

doesn't 

contemplate 

properties 

where City 

is tenant] 

 City is tenant in 
various leased (non-
owned) facilities 
throughout Los 
Angeles 

 Proactive asset 
management will allow 
the City to benefit from 
real estate cycles 

 Communication with brokers representing the 
City should evaluate lease opportunities 
(blend / extend) in down cycles 

 Purchase assets below replacement cost in 
down cycles 

 

 Leasing allows City to 
have a physical 
presence in a 
particular location in an 
expeditious manner 

 Enter into a long-term lease that is more 
cost effective/less expensive than the 
City's own construction for short and 
medium term occupancy needs (less than 
30 years). 

 City should endeavour 
to pay at or below 
market rental rates 

 Maximize the number (or %) of City-Leased 
Assets for rental rates paid by the City are at 
or below market rental rates 

 Maximize rental savings (versus Market 
rents)  

 City should benefit 
from its tax exempt 
status 

 Maximize the number (or %) of City-Leased 
Assets which take advantage of the City’s tax 
exempt status 

 Maximize tax savings 
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1.3 Critical Data Fields in a Property Inventory Database 
Tables 1-10, 1-11, 1-12, 1-13, 1-14 and 1-15 below represent the critical data fields for the Property 
Inventory Database (PID).  Appendix D provides a link to an Excel Spreadsheet representing critical data 
fields. 

Table 1-10:  Critical Data Fields in a Property Inventory Database - Property and Site Information 

Data Type Critical Data Fields 

 Property Identifiers  Internal control number 

 Common property name 

 County 

 Street Address 

 City 

 State 

 Zip Code 

 Council District 

 Miscellaneous 

 Street location (description) 

 Ownership Information  Property Ownership Entity 

 Community Redevelopment Agency 

 City-Owned?  (yes/no) 

 City-Leased? (yes/no) 

 Flood Zone Information  Flood Map Number 

 Flood Map Date 

 Flood Zone 

 Insurance required (yes/no) 

 Assessor's  Parcel Identification  Assessor's Parcel Identification 

 Site Information  Total Land Area in Square Feet 

 Total Land Area in Acres 

 Link to survey 

 Link to parcel map 

 Frontage description 

 Land use restrictions 

 Description of surrounding users / occupants, improvements 

 Photographs / images of the property from multiple perspectives 

 Is there additional Excess Land?  (yes/no) 

 Excess Land Area SF: 

 Excess Land Area Acres:: 

 Parking Information  Parking Type (None / surface / structure / subterranean) 

 Number of Parking Spaces 

 Parking Ratio (per 1,000 sf) 
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Table 1-11:  Critical Data Fields in a Real Estate Database - Building Information  

Data Type Critical Data Fields 

 General  Property (City occupied/User group(s)/third party tenants) 

 Tenancy  

 Gross Building Area 

 Net rentable area 

 Number of Stories 

 Number of Buildings 

 Year Built 

 Year Renovated 

 Actual Age 

 Building Quality  

 Building Condition 

 Land to Bldg. Ratio 

 Property Sub-Type 

Zoning/Planning 
 Zoning district 

 Specific Plan Area 

 Historical Monument Status 

Ratings / Reports 
 Property condition report has been conducted? (Yes/no)  

 Seismic study has been performed?  (Yes/no)  

 Probable Maximum Loss Rating (PML) from seismic study - # 
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Table 1-12:  Critical Data Fields in a Real Estate Database - Tenant / Lease Information  

Data Type Critical Data Fields 

Tenants / Occupancy 
 Tenant Name / Tenant dba / User Group 

 LOI / Draft / Executed / Renewal / Expired (Dates) 

 Dynamic fields showing current rent and rent schedule 

 Renewal Options 

 yes / no 

 number of options 

 term of each option 

 Right to terminate 

 yes/no 

 description of terms 

 Notice - Date tenant provides notice to renew / extend 

 Occupied (SF) 

 Current Number of Tenants 

 Vacant (SF) 

 Number of Vacant Spaces 

Lease terms and 

conditions 

 Lease Status 

 Lease Start Date 

 Lease Expiry Date 

 Date rent is contractually due 

 Date rental rate is benchmarked to market 

 Rent Adjustments - Fixed, periodic and escalation 

 Lease Structure - NNN / Full Service / Industrial Gross /Modified Gross 

 Links to relevant documents  

 Lease list –  

 all leases recorded for a Property 

 Individual leases should indicate whether they are draft, active, expired or archived. 

Major Occupants 
 Major Tenants: 

 Major Tenant 1  

 Major Tenant 1 Lease expires 

 Major Tenant 2  

 Major Tenant 2 Lease expires 

 Major Tenant 3 

 Major Tenant 3 Lease expires 
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Table 1-13:  Critical Data Fields in a Real Estate Database - Financial Information  

Data Type Critical Data Fields 

Rent 
 Attained Rent (Occupied Space) 

 Market Rent 

Operating Expense 
 Base year stop amount (if applicable) 

 Exclusions 

 Comments on reimbursable expenses 

Debt / Equity / Payments 
 Acquisition Price 

 Original Debt 

 Original Equity 

 Outstanding Debt 

 LTV Covenant 

 Monthly payment amount 

 Interest rate 

Valuation 
 Valuation Frequency - Per policy based on need 

 Valuer - Internal or External value provider 

 Latest Valuation - Value and date of value 

 

Table 1-14:  Critical Data Fields in a Real Estate Database - Tax Information  

Data Type Critical Data Fields 

Assessments 
 Current Tax Year 

 Total Assessed Value 

 Assessed Improvements 

 Assessed Land 
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2.1 Scope of Work 
As previously referenced, the City identified seven City-owned properties and four leased assets as 
subjects of a detailed analysis performed by C&W to evaluate asset positioning, highest and best use, and 
ultimately value optimization.  The results of this analysis are two-fold.  First, these properties are 
considered by the City to have significant redevelopment potential in the near term.  The redevelopment 
options, associated economics of those options, and the strengths and weaknesses for each property 
were articulated in a detailed report for each site.  Secondly, the analytic framework, methodology, and 
tools employed by and created by C&W in conducting the analysis on the high priority properties would be 
transmitted to the City in a format that would permit City staff to perform future analysis on additional 
properties as the need arose.   

2.2 Summary of Value Optimization Studies 
A complete report for each asset (the Lincoln Heights Jail and 1903 Humboldt were evaluated collectively) 
is included in the Appendices.  A brief summary of each property and high level findings are set out in the 
following matrix (Table 2-1).   

The evaluation of the four leases is summarized in Table 2-2 below. 

Cushman & Wakefield recommends that the City: 

 Develop a strategy around evaluated HPPs based on redevelopment potential/marketability/market 
conditions 

 Develop clear project charters and work plans 

 Assign an accountable project team to execute the projects 

 Establish timetable for action 

 Track and manage project progress 

 

  

2 VALUE OPTIMIZATION STUDIES (TASK 2) 
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Table 2-1:  Value Optimization Options for City-Owned HPP 

Owned HPP Description of City-Owned Asset Findings and Recommendations 

City Hall South 

 

111 East 1st Street 

 

Los Angeles, CA 

90012 

1.44 acre site just south of Los 

Angeles City Hall, containing 

103,686 square feet of office space 

in an eight-story building. Occupied 

by GSD, including the Construction 

Forces Division, RES, Los Angeles 

Federal Credit Union, and Joy Picus 

Child Development Center. The 

property has no on-site parking. 

The value of the land likely exceeds the value of the 

property as currently improved.  Accordingly, we have 

considered the viability of the site for alternative uses 

including speculative office, retail, and multi-family 

residential and parking uses. Our analysis indicates 

that these alternative uses are generally not viable from 

a land use and/or economic perspective, except for a 

lower-density retail use such as those nearby in Little 

Tokyo, with abundant parking. The most likely parties 

interested in this building and this location would be the 

City of Los Angeles followed by other government or 

quasi-government entities. It is our recommendation 

that City office buildings are appropriate for the site.  

West LA Civic 

Center 

 

Block bounded by 

Santa Monica Blvd, 

Corinth, Butler, and 

Iowa Avenues 

 

Los Angeles, CA 

90025 

9.62 acre site located just west of 

the San Diego Freeway (I-405). 

Existing uses include the West LA 

Municipal Building, the West LA 

District Courthouse, the West LA 

Police Department and support 

buildings, the West LA public library, 

a senior center, park and the US 

Post Office. The city does not 

currently own or control the West LA 

District Courthouse and related 

parking lots, which is owned and 

controlled by the State of California 

or the US Post office, which is 

privately-owned and leased by the 

US government.  The site is 

underutilized. 

The property has immediate potential (assuming 

unencumbered) for market-driven demand from three 

of the “primary” asset categories:  office, retail, and 

multi-family residential (either apartments or 

condominiums). We recommend an outright sale or 

Joint Venture, as this structure will in most cases result 

in higher proceeds.  A significant premium would be 

achieved if the site were delivered either with approvals 

in place or with assurances of entitlements.  The city 

should consider JV partnership, with input into the 

entitlement process and the development of the 

property. 50,000 square feet of municipal uses 

(senior/community center) was included in this 

analysis. 

Pico House 

 

424 North Main 

Street 

 

Los Angeles, CA 

90012 

Historic 3-story, 33-unit hotel 

building on a 1.23 acre site, located 

within the El Pueblo Los Angeles 

Historic Monument.  There are other 

vacant buildings in proximity to Pico 

House that could also potentially be 

considered as part of a more 

comprehensive redevelopment plan.  

Renovation into a hotel use is likely a break even 

proposition. The proposed development surrounding 

Union Station, if it occurs according to current plans 

and schedule, will significantly change the appeal of the 

immediate area.  Greater economic returns and 

heighted market interest will likely materialize 

subsequent to this event.  If the City was motivated to 

activate this asset, it would be feasible without direct 

subsidy; however, a degree of flexibility on terms and 

some level of developer incentive would be required. 

Structuring a long-term lease with a percentage rent 

structure would allow the City to participate in upside.  

Table 2-1 continued on the next page  
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Table 2-1 (continued):  Value Optimization Options for City-owned HPP 

Owned HPP Description of City-Owned Asset Findings and Recommendations 

El Pueblo Parking 

Parking Lot #2 

 

615 North Main 

Street 

 

Los Angeles, CA 

90012 

Located on a 1.8 acre site bounded 

by Cesar E Chavez Avenue to the 

north, Main Street to the east, and 

Spring Street to the west. Middle 

portion of the lot is County-owned and 

assumed to be acquired via a "land 

swap".  The site is the primary parking 

lot for El Pueblo.  

Redevelopment into a multi-family residential use with 

ground floor retail is market supported and would 

generate the highest proceeds if sold. Incentives 

would not be required; this could be a market based 

transaction. If leased, the City would need to consider 

an overall term for a ground lease that exceeds 55 

years (with options). Replacement parking could be 

feasibly accommodated.  

 

Westlake Theater 

 

643 South Alvarado 

Street  

Los Angeles, CA 

90057 

& 

619-629 South 

Westlake Avenue 

 

Los Angeles, CA 

90057 

Both the Westlake Theater and a 

nearby Housing Authority site. The 

36,000 square foot, 1,949-seat is 

currently operating as a swap meet. 

The housing site is 0.74 acres and is 

restricted to affordable housing uses.  

Comparable sales suggest that pricing for the 

Westlake Theater would range from $75 - $115 per 

square foot of building area. Investor response to the 

offering of the Westlake Site deed restricted for 

affordable housing would be moderate to good even if 

joined with the requirement to redevelop the Westlake 

Theater and accommodate parking.  Land investment 

activity in the immediate area indicates pricing in the 

range of $100 to $150 per square foot of land area 

could be achieved for this site. Alternatively, the City 

could enter into a long term ground lease for one or 

both sites to facilitate redevelopment. A ground lease 

would not be viewed as a detriment; however, the 

ground rent payments could have a substantial impact 

on the profitability of redevelopment, which will be 

limited.   

Reseda Town 

Center 

 

18130-18160 

Sherman Way 

 

Los Angeles, CA 

91335 

Two non-contiguous sites divided by 

an alley. "East site" measures 

approximately 48,095 square feet. 

"West site" measures approximately 

44,680 square feet. The C2 parcels of 

the two subject sites are currently 

improved with low-rise commercial 

buildings. 

We considered several development scenarios for the 

subject property: the assemblage of the subject sites 

with the adjacent 3rd party parcels, renovation of the 

existing improvements, and conversion of the subject 

sites into a community facility such as a skating rink or 

skate park. An outright sale is the recommended 

strategy to achieve the greatest proceeds for the City. 

The likely buyer is the adjacent land owner.  

Table 2-1 continued on the next page  
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Table 2-1 (continued):  Value Optimization Options for City-owned HPP 

Owned HPP Description of City-Owned Asset Findings and Recommendations 

Lincoln Heights Jail 

& 1903 Humboldt 

 

401 North Avenue 19 

Los Angeles, CA 

90031 

& 

1903 Humboldt Street  

Los Angeles, CA 

90031 

Lincoln Heights Jail site is 

approximately 210,300 square feet 

of land located in the Urban 

Innovation zone 5-story, 226,100 

square foot jail facility. Building is a 

designated Los Angeles Historical 

Landmark (Monument LA 587). 

 

1903 Humboldt site is 

approximately 79,033 square feet 

of land located in the Urban 

Innovation zone of the CASP. The 

majority of the site is currently open 

storage.  

The requirement to maintain the Lincoln Heights Jail 

building and its poor site utility make alternative uses 

challenging. Located in a transitional area at the very 

early stages of possible redevelopment, 

demographics of the immediate area are weak.  

Absent incentives or subsidy, the feasibility of 

redevelopment is currently poor.  The City could 

utilize the Lincoln Height Jail and 1903 Humboldt sites 

for its own occupancy, but the costs would be above 

market relative to other location options.  If converted 

for its own use and occupancy for the Bureau of 

Sanitation (BOS) and leased to third parties, the cash 

flow from Lincoln Heights Jail could reasonably offset 

the City’s cost to occupy the space.  However, only 

through the inclusion of the 1903 Humboldt Street site 

for surface parking and conversion costs at the low 

end of the range would the project reasonably break 

even (assuming the City analysis included a “lease” to 

itself).  We note, however, that at our estimate of 

market terms (rental rates and parking charges) the 

cost of occupancy for the BOS in a converted Lincoln 

Heights Jail would exceed its current occupancy costs 

at its leased premises at Media Tech Center. As it 

relates specifically to BOS occupancy requirements, 

the economics of purchasing their existing building in 

Media Tech Center or purchasing another building in 

that campus is much more favorable to the City than 

pursuing a conversion of the Lincoln heights Jail for its 

own occupancy or developing its own building on 

1903 Humboldt at an estimated (City’s internal 

estimates) of $36.5 million, or over $600 per square 

foot.  The overall priority for this asset is moderate 

and it is recommended that baseline analysis of the 

jail structure be performed to help refine alternatives 

and develop more accurate cost estimates.  

Table 2-2 continued on the next page  
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Table 2-2:  Value Optimization Options for City-leased HPP  

Leased HPP Short Description of City-Leased Asset Findings and Recommendations 

Bradbury 

Building 

 304 S. Broadway, Downtown Los 
Angeles 

 Premises includes 40,591 SF of office 
space 

 Occupied primarily by the Internal 
Affairs Division (IAD) of the LAPD 

 Fully utilized / optimal 

 The City has favorable business and legal terms: 

 At or below market rent levels 

 Generally favorable legal terms and conditions 

 Generally favorable business terms and conditions 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Terminate current lease - possible to terminate if 
need arises.  Lease allows for early termination. 

CalTrans 

Building 

 100 S. Main Street, Downtown Los 
Angeles 

 Premises includes 98,486 SF of office 
space 

 Occupied primarily by the Department 
of Transportation 

 Fully utilized / optimal 

 The City has favorable business and legal terms: 

 At or below market rent levels 

 Generally favorable legal terms and conditions 

 Generally favorable business terms and conditions 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Terminate current lease - possible to terminate if 
need arises.  Lease allows for early termination. 

620 

Commercial 

 620 Commercial Street Downtown Los 
Angeles 

 Premises includes 42,500 SF of 
warehousing space 

 Occupied primarily by the LAPD 
Evidence Center 

 Fully utilized / optimal 

 The City has favorable business and legal terms: 

 At or below market rent levels 

 Generally favorable legal terms and conditions 

 Generally favorable business terms and conditions 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Terminate current lease - possible to terminate if 
need arises.  Lease allows for early termination. 

Los Angeles 

Media Tech 

Center - 

Building 7 

(Media 

Center) 

 2714 Media Center Drive, Los Angeles 

 Office, warehouse, and receiving station 
for waste water samples and other 
related uses by Dept. of Sanitation. 

 Fully utilized / optimal 

 The City has favorable business and legal terms: 

 At or below market rent levels 

 Generally favorable legal terms and conditions 

 Generally favorable business terms and conditions 

 Leasing options: 

 Hold / Extend current lease - recommended  

 Negotiate new terms - available option but not 
recommended at this time 

 Terminate current lease - possible to terminate if 
need arises.  Lease allows for early termination. 
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C&W provided a set of analytical, pro-forma templates, in MS Excel format, to the City.  These templates 
provide City staff with a set of tools from which additional asset level optimization studies can be 
performed as priorities are established across the portfolio.  See Appendix C for embedded electronic 
copies of these pro-forma templates, including: 

 

 Lease Analysis 

 Alternative Use Scenarios 

 Hotel Analysis 

3 PRO-FORMA TEMPLATES FOR CAO TO 
SUPPORT PORTFOLIO OPTIMIZATION 
ANALYSES (TASK 3) 
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GSD RES has been impacted by staffing reductions and very limited systems investment, resulting in 
perceptions of poor performance, lack of transparency, and sub-optimal coordination with other groups.  
Internal improvements in RES should be made in concert with revitalized support from the Office of the 
City Attorney in order for the needed changes to be effective. 

C&W and PA Consulting have developed this memorandum to examine operational objectives and best 
practices to serve as a useful and practical tool to RES as it moves toward the practicing of procurement 
of services for all city lease contracts consistent with the findings and recommendations on organizational 
design (see report entitled "Asset Management Organizational Design Review"). The overall objective of 
retaining outside brokerage services is to assist the RES staff in managing their real estate duties in an 
effective and professional manner.  As such, these recommendations have been developed with the goal 
of providing a reasonable framework for the procurement, management and oversight of professional real 
estate brokerage services. 

Constrained budgets, limited staff, and the limited resources available to operate, maintain existing City-
owned space, or develop new City-owned space create a need for the City to lease space to meet 
departmental workspace requirements.  While there is no question there is a role for the City to own its 
own buildings in the Civic Center and mission critical facilities in locations outside of downtown, reliance 
on the private sector to meet the space requirements of expanding, contracting, and temporary workspace 
outside the core of the downtown Civic Center is efficient and economical for the City.  As such, this 
review primarily considers brokerage representation of the City of Los Angeles as tenant.  However, the 
City would also benefit from third party representation as landlord.  Both perspectives have been 
considered in our evaluation. 

4.1 Objectives for Retaining Outside Brokerage Services 
A number of factors should be considered in developing the need for brokerage services.  These include: 

 Increasing the RESs' capacity to deliver leases consistently to its user groups 

 Providing a greater degree of customer service to City agencies 

 Leveraging the City’s good credit rating in occupancies where the City is a tenant 

 Benefitting from the City’s tax-exempt status in occupancies where the City is a tenant 

 Reducing and minimizing space costs to the City by paying market rents or below market rents 

 Leasing City-owned space to creditworthy tenants paying market rents 

 Optimizing the utilization of and efficiency of the City’s owned real estate 

 Maximizing the value of the City’s portfolio and its ability to collateralize its real estate 

There is a role for the services of professional real estate service providers in both procuring space for the 
City and leasing excess space to third parties in City-owned real estate. 

A policy to rely on real estate service providers will enhance the RES' ability to react and respond to 
workforce space needs allowing RES staff to a) serve as asset managers for the City’s portfolio, b) 

4 BROKERAGE PRACTICES (TASK 4) 
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manage service providers and c) internally negotiate and manage leases that are not suited for third party 
service providers.  A reliance on outside brokers will enhance RES' ability to function and manage the 
portfolio overall.  

4.2 Procurement of Brokerage Services  
We discussed the current practices and procedures for obtaining brokerage representation with RES staff.  
It is our understanding that a Request for Proposal (RFP) process has historically been used to establish 
a list of approved service providers from which the City could solicit a la carte proposals in response to 
needs as they arise.  The pre-approved firms have an open ended 5-year contract that could be extended 
for one additional year.  The contract period from the last RFP expired in December 2013. GSD is poised 
to release a new RFP in order to qualify and pre-approve a new slate of service providers. 

 The City’s existing process for soliciting proposals from interested and qualified service providers is 
reasonable and is not detrimental to the procurement of competent representation. 

 After a full and open competition, a slate of three or four firms would be a reasonable number of 
approved providers.  However, real estate is a relationship-driven business, and the City would benefit 
from an exclusive contract with a single service provider for a period of years that would afford the City 
the best pricing and the highest level of service.  A single source provider strategy would be the 
optimal solution for the near term needs of the city as it optimizes its real estate functions and staffing. 

 A reasonable contract term is three to five years. 

 It is recommended that the City continue with a “no-cost” commission-based contract as is customary 
in the industry for leases over a certain threshold.  Leases for premises of 10,000 square feet or 
greater would be appropriate for a commission based compensation. 

 Commission based pricing will not increase the City’s lease costs relative to market averages. In fact, a 
limited analysis of four leases selected by the City indicates that for brokered lease agreements, the 
City’s lease costs remain significantly lower than and are increasing at a rate less than that of the 
market average. Annual savings negotiated at the outset of a lease will continue for the life of each 
lease which in some cases is 10 years or more. 

 Alternatives to the no-cost commission structure should be considered for leases on smaller premises 
or where the economics of the transaction provide insufficient compensation to the service provider.  A 
fee “floor” should be established that will allow the City to have representation on smaller transactions.  
This floor could be determined through the City’s evaluation of RFP responses requesting a minimum 
fee baseline from the service provider(s).   

Brokerage procurement should include a plan for periodic review and revision that seeks to enhance the 
efficiency and effectiveness of the program, generate greater competition, and increase small business 
opportunities.   

4.3 Management and Oversight of Outside Brokers 
The recommended use of outside professional brokers is intended to free up in-house staff. City staff 
would be able to focus, to a greater degree, on project and asset management as well as oversight of the 
brokers. PA Consulting recommends two full time equivalent vendor contract management positions; one 
assigned to leasing and one assigned to acquisitions and dispositions.  This oversight role includes the 
need to evaluate broker performance. 

The Asset Management Organizational Design Review report by PA Consulting determined an immediate 
need for the City to develop a supported real estate asset management system and associated database 
to better manage the City’s real estate function.  The increased procurement of leasing contracts will allow 
RES staff to focus on development and implementation of the asset management database and system.   
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Third party brokerage representation would also be responsible for developing and reporting market 
intelligence that will enable the City to make informed real estate decisions. 

 RES and CAO AMSP should receive monthly reports from the brokers leasing City-owned properties 
addressing availabilities, tenant activity, operational and maintenance issues and market comparables. 

 RES and CAO AMSP should receive reporting from brokers representing the City as tenant concerning 
competitive market trends, space availabilities and asking rates, building operating expenses and 
relative benchmarks, rental comparables and other pertinent market data to inform leasing decisions 
(parking rates, TI allowances, concessions, etc.)  

 RES and CAO AMSP should have an established timeframe for periodic broker opinions of value on 
Non-essential/Economic Development/Joint Use assets under the AMSP Framework and evaluate 
opportunities for redevelopment, disposition, conveyance or public/private partnership based on 
prevailing market conditions.   

The City should develop an internal method for evaluating the performance of brokers.  Such an 
evaluation should preference high performers for future awards creating the greatest value and customer 
service experience for the City.   

Notwithstanding the use of brokers, RES staff should be adjusted pursuant to the PA Consulting 
Organizational Design recommendations.  RES staff will require training and ongoing continuing education 
to competently manage in-house leasing and supervise the brokers. 

4.4 Implementation Challenges 
 Brokers who have not previously worked with the City will need to learn government contracting 

processes and procedures that may differ from the private sector commercial real estate market.   

 Lease contracting for the city is currently subject to regulations and approval processes that make 
acquisitions process-driven and documentation intensive compared to private sector commercial real 
estate deals. PA Consulting’s Organizational Design recommendations include adding a dedicated real 
estate City Attorney position charged with the leasing/contract function to streamline and expedite 
lease negotiation and execution.  

 A standard checklist of documentation for each transaction (lease file) is recommended to avoid 
protests and potential litigation, create a system of internal controls and achieve clean audits. 

 RES will need to be able to predict workload projections for the brokers and to utilize them in a manner 
that positively leverages resources. A functioning asset management system will greatly aid in lease 
administration.  

 Periodic “best practices” sessions with RES, service provider(s), the CAO AMSP, City Attorney and 
other stakeholders should be held to review and redefine, as needed, the statement of work that best 
supports the needs of the City.  Facilitation of this important function will be the responsibility of RES. 

 

  



 

37 

PA CONFIDENTIAL – Internal Use Only    

 

Table 5-1 below summarizes recommendations for Portfolio Optimization. 

 

Table 5-1:  Summary of Recommendations for Portfolio Optimization 

High-level 

Recommendation 

Description of Recommendation References / Notes 

1. Lack of sufficient 

asset management 

data collection /  

analysis platform 

 Prioritize establishment of system consistent with PA 
recommendations  

 Commence with diligence / data collection (provided 
database fields)  to populate 

 See Section 4.2 of the 
“2014 Strategic Real 
Estate Plan” report for 
descriptions of the 
asset management 
data collection /  
analysis platform 

2. Lack of strategic 

review or 

benchmarking for 

both City owned 

and leased facilities 

 Perform periodic (annual) valuations of high priority assets 
(surplus / economic development) using C&W prepared 
analysis tools or similar 

 Use third party providers to collect and evaluate market 
data periodically (bi-annually), i.e. CoStar, Reis, brokers. 

 Review leases in advance of key dates (i.e., notification) 
and evaluate terms using C&W prepared lease analysis 
tool or similar.   

 Make strategic decisions regarding leases both as 
landlord and tenant 

 Negotiate favorable terms for City when City is tenant 

 Negotiate market terms for tenant when City is landlord 

 Use third party brokerage representation 

 See Section 1 of this 
report ( “Portfolio 
Optimization”) 

  See Section 4 of this 
report (“Portfolio 
Optimization”) 

3. Lack of strategic  

approach to city-

owned, mission 

critical real estate 

 Strategically manage city-owned real estate that will 
continue in the portfolio 

 Operate improved assets consistent with market 
standards (OpEx), space utilization, vendors, etc. 

 See Section 2 of this 
report (“Portfolio 
Optimization”) 

4. Unclear strategy / 

timetable for action 

on HPP and 

similarly-situated 

assets 

 Develop a strategy around evaluated HPPs based on 
redevelopment potential/marketability/market conditions 

 Develop clear project charters and work plans 

 Assign an accountable project team to execute the 
projects 

 Establish timetable for action 

 Track and manage project progress 

 See Section 2.2 of this 
report (“Portfolio 
Optimization”) 

 

5 SUMMARY OF PORTFOLIO OPTIMIZATION  
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A VALUE OPTIMIZATION STUDY – HIGH 
POTENTIAL PROPERTIES (HPP) ANALYSIS  
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A.1 #1 – City Hall South 

_#1 City Hall 
South.pdf

 

A.2 #2 – West LA Civic Center 
 Appendix A.2 is provided as a separate (very large) document  

_#2 West LA Civic 
Center_Preliminary Dr

 

A.3 #3 – Pico House  
 Appendix A.3 is provided as a separate (very large) document t 

_#3 Pico 
House_Draft.pdf

 

A.4 #4 – El Pueblo Parking Lot #2 
 Appendix A.4 is provided as a separate (very large) document 

_#4 El 
Pueblo_Draft.pdf

 

A.5 #5 – Westlake Theatre  
 Appendix A.5 is provided as a separate document 

_#5 Westlake 
Theatre_Preliminary D

 

A.6 #6 – Reseda Town Center  
 Appendix A.6 is provided as a separate (very large) document 

_#6 Reseda Tow n 
Center_Draft.pdf
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A.7 #7 – 1903 Humboldt & Lincoln Heights Jail  
 Appendix A.7 is provided as a separate (very large) document 

 

_#7 #8 - LH Jail 
Humboldt_Draft (2).pd
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MS Excel file containing City-Leased Property Analyses: 

 

Copy of Lease 
Analysis - new .xlsx

 

 

 

 

B CITY-LEASED PROPERTIES 
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Pro-forma Template: Lease Analysis 

Copy of Lease 
Analysis Template.xls

 

 

Pro-forma Template: Residual Analysis Template - Alternative Use Scenarios 

Residual Analysis 
Template - Alternative

 

 

Pro-forma Template: Hotel Analysis 

Hotel Analysis 
Template.xlsx

 

 

 

 

 

 

 

 

 

 

 

 

C PRO-FORMA TEMPLATES FOR CAO TO 
SUPPORT PORTFOLIO OPTIMIZATION 
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