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EXCESS BOND PROCEEDS

RECOMMENDATIONS
The General Manager of the Economic and Workforce Development Department (EWDD),
respectfully requests that the Mayor and City Council:
1. Note and File this report, as it is provided for information purposes only and no Council
action is necessary.
SUMMARY
On June 27, 2017, the City Council adopted a Fiscal Year 2017-18 Adopted Budget
Recommendation (C.F.17-0600-S29), instructing the EWDD to report back to the Economic
Development Committee regarding the status of the ten (10) Community Redevelopment
Agency properties transferred to the City, the status of the CRA/LA excess non-housing bond
proceeds, and whether additional resources are necessary for the City to effectively leverage
the acquisition and development of the option properties.
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This report provides an update on two major economic development activities the City
embarked upon in 2015, resulting from the dissolution of the former Community
Redevelopment Agency (CRA) of the City of Los Angeles, pursuant to the California State
Legislature and Governor enacting Assembly Bill X1-26:
1.

2.

Status of the ten (10) properties the City has an option to acquire from the
Community Redevelopment Agency of Los Angeles, a Designated Local
Authority (CRA/LA-DLA) Successor Agency to the California Redevelopment
Agency (CRA/LA); and
The status of the CRA/LA excess non-housing bond proceeds, and whether
additional resources are necessary for the City to effectively leverage the
acquisition and development of the option properties.

The anticipated result of developing the option sites and spending the Excess Non-Housing
Bond Proceeds (EBP) pursuant to the bond expenditure agreement can result in significant
progress in revitalizing neighborhoods that are consistent with the former redevelopment
project areas located in Council Districts 1, 2, 3, 4, 6, 7, 8, 9, 10, 12, 13, 14, and 15.
FISCAL IMPACT STATEMENT
There is no fiscal impact to the City’s General Fund. The EBP appropriations are funded from
the transfer of approximately $84.1 million in pre-2011 tax allocation Excess Non-Housing
Bonds Proceeds (Fund No. 57D) from CRA/LA to the City.
BACKGROUND
CRA/LA OPTION PROPERTIES
In January 2015, the City entered into a series of Option Agreements with CRA/LA giving the
City the right to purchase and market ten (10) CRA/LA-owned properties for future disposition
and development within the Option terms (C.F. 14-0425).
These “Future Development”
properties represent significant development opportunities for the City to maximize benefits to
both the local communities and the City’s General Fund. Since January of 2015, a working
group assigned by the Mayor’s Office and jointly led by the Economic and Workforce
Development Department (EWDD) and Housing and Community Investment Department
(HCID) has worked on implementing the solicitation of these properties for purchase by thirdparty developers, including through the issuance of Request for Proposals/Qualifications.
The Option Agreements for each CRA/LA-owned property contain an initial Option term and an
extended Option term. To date, the City has terminated the option agreements on two of the
properties, Watts Train Station located in Council District 15 and the Westlake Theatre located
in Council District 1. Of the remaining eight, three of the properties, Wilmington Block 27,
Bunker Hill Y-1 and Marlton Square have yet to take advantage of the extended term.
However, five of the properties, Bethune Library, 1st & Boyle, 1st & Mission, Reseda Theatre,
and Reseda Town Center have entered their extended term.
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The table below provides the Option Term, Option Term Status and the Extended Option Term
for the ten (10) CRA/LA-owned properties.
Project/Property

Council
District

Current Option
Term

Watts Train Station
1
15
2
Westlake Theatre
1
November 2017
3
Wilmington Block 27*
15
Bunker Hill Y-1*
"
14
January 2018
4
January 2018
5
Marlton Square*
10
14
1st and Mission
6
14
7
1st and Boyle
_
Reseda Town Center
3
8
8
9
Bethune Library
3
10 Reseda Theater
‘These properties have extended option terms available

Option Term
Status

Extended Option
Term

Terminated
Terminated
‘November 2018
‘June 2019
‘September 2019
January 2018
January 2018
March 2018
June 2018
June 2018

In order to execute an Option Agreement, the City must present to the CRA/LA a Disposition
and Development Agreement signed by the developer and approved by City Council.
California Environmental Quality Act (CEQA) determination, financing plan and progress
towards entitlements must be made prior to notifying CRA/LA of the City’s intent to exercise
the option to purchase. While there has been significant progress on a number of the
properties, deadlines are approaching fast, and a concerted, focused effort is imperative.
The status of the CRA/LA-owned properties is summarized below.

Watts Train Station
The Mayor’s Office, at the request of Council District 15, notified the CRA/LA of its intent to
terminate the option agreement for the Watts Train Station. The termination was effective as
of August 18, 2017.

Westlake Theatre
The Mayor’s Office, at the request of Council District 1, notified the CRA/LA of its intent to
terminate the option agreement for the Westlake Theatre. The termination was effective as of
April 14, 2017.

Bethune Library
Council District 8 initially requested HCID to issue a Request for Proposal (RFP) for the site
(C.F. 12-0049-S10) and subsequently requested EWDD to issue a RFP. The second RFP was
issued by EWDD on August 14, 2017, with responses due on September 12, 2017. Project
parameters are commercial development, potentially including retail or hospitality. Bethune
Library had been included in a Housing and Community Investment Department RFP in April
2016. However, CD 8 prefers that there be no housing on the site. Because the existing
zoning on the parcel is Public Facilities, any project the City selects will require some type of
planning approval. The extended term expires June 8, 2018.
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1st and Boyle
Azure Development was selected though a competitive selection process RFP issued by
EWDD on May 2016 and approved by the City Council on May 2, 2017 (C.F. 14-0425-S8) to
develop an affordable housing project with ground floor retail. The developer has started the
process of securing entitlements and an environmental review process and they have met with
HCID and an Exclusive Negotiating Agreement is currently circulating for signatures. Council
District 14 is working with HCID, EWDD and the Planning Department to help advance this
development. Notwithstanding the impending deadline, City staff believes there is sufficient
time remaining on the Option Agreement, which expires January 8, 2018, to secure the
required CEQA approval and advance the entitlements prior to exercising the purchase option.

1st and Mission (Ocean Queen)
EWDD completed the Draft Purchase and Sale Agreement, Covenant Agreement, Grant Deed
and exhibits. These documents are in final review and will soon be ready for signing, subject
to finalizing the fair market value of the property. The CRA/LA Oversight Board approved the
City’s Ocean Queen disposition plan for the project (C.F.14-0425) on June 9, 2017.
Entitlements and environmental analysis are not an issue on this site; however, it appears that
amassing the funds to purchase the property can be a challenge for the buyer. The extended
term on this option agreement ends January 8, 2018.

Bunker Hill Parcel Y-1
The City hired Jones Lang LaSalle to assist with the preparation of marketing materials and
solicitation documents for this site. The Request for Qualifications (RFQ) was released on
April 12, 2017 and responses were received on May 22, 2017. The RFQ resulted in ten
statements of qualifications. Of the ten that responded to the RFQ four moved on to the RFP
phase. Responses to the RFP are due on October 16, 2017. The initial term for the project
expires on January 8, 2018, and there is an available 18 month extension.

Wilmington Block 27
The Bureau of Sanitation, the Office of the CAO, and the Mayor’s Office have been working to
secure grant funding from the State to remediate the soil contamination prior to the buyer
purchasing the property. The State Water Board has agreed to provide grant funding to clean
the property and the Department of Toxic Substance Control (DTSC) will administer the
Remedial Action Work plan. The initial term for this project expires on November 1, 2017. The
City must request an extension from CRA/LA between 120 days and 45 days prior to the
expiration of the initial term. The Mayor’s Office requested an extension on August 14, 2017.

Reseda Theatre
The CRA/LA Oversight Board approved the Reseda Theatre disposition plan (C.F. 14-0425S2) on June 8, 2017. Thomas Safran and Associates (TSA), the selected developer, is
pursuing entitlements and is working to secure funding for construction. EWDD has retained a
consultant to review TSA’s pro forma. The original project has been scaled back from 34 units
to 25 units of affordable housing to better align the parking requirements with the available
space. The extended term on this option agreement expires June 8, 2018.
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Reseda Town Center
The CRA/LA Oversight Board approved the Reseda Town Center disposition plan (C.F.140425-S6) on June 8, 2017. The City is now considering an option to move this project forward
as a City-led Proposition K Bond-funded recreation facility project with a third party operator.
The Bureau of Engineering is developing a project scope of work and budget for the working
group’s review. Financing, environmental review and entitlements are of concern for this
project. The extended term on this option agreement is March 1, 2018.

Marlton Square
On January 18, 2017, Council approved a motion directing EWDD, with the assistance of the
Chief Legislative Analyst and Office of the Mayor to serve as the lead City Department in
negotiating an Exclusive Negotiating Agreement with Fred Leeds Properties in pursuit of
achieving a future Development Agreement within the Marlton Square site. EWDD and Leeds
Properties have circulated the ENA for signatures. The developer has started the process of
evaluating the development potential, and assessing entitlement and potential environmental
issues at the site. The initial term for the project expires on March 1, 2018, and there is an
available 18 month extension. Notwithstanding the impending initial deadline, City staff
believes there is sufficient time remaining on the extended deadline to secure the required
CEQA approval and advance the entitlements prior to exercising the purchase option.

CRA/LA EXCESS NON-HOUSING BOND PROCEEDS
In February of 2015, the City received CRA/LA Excess Non-Housing Bond Proceeds (EBP)
totaling $84,071,894.50 (C.F. 14-1174). The EBP have been deposited into Fund 57D, and
segregated into various accounts to ensure accurate tracking by project area, bond series, and
taxable versus tax-exempt EBP types. Between September 2015 and June of 2017, twentyeight (28) project and three (3) staffing motions totaling $37.6 million (44.7% of total EBP) have
been initiated regarding the use of EBP by Council Districts and EWDD. However, 2 motions
from CD 1 in a net amount of $5.02 million were withdrawn subsequent to both BOC and
Council approvals. Therefore, only twenty-nine (29) active motions/staffing requests totaling
$27.9 million remained as of June 30, 2017. Nineteen (19) of those motions have received
Bond Oversight Committee (BOC) and final Council approvals in an amount of $18.6 million
(22.1% of EBP). All reported expenditures are made pursuant to the CAO’s thorough review of
the applicable bond covenants and project area boundaries. Written representation that the
use of funds is consistent with the redevelopment plan as set forth in the bond documents,
Bond Expenditure Agreement, applicable provisions of the Community Redevelopment Law
and Redevelopment Plans, and the Bond Spending Plan (BSP) is declared in all transmittals to
the Bond Oversight Committee (BOC) and City Council. The ending EBP Special Fund 57D
balance as of June 30, 2017 is $82,388,441. The Council District initiated motions sought the
use of bond proceeds from twelve (12) redevelopment project areas encompassing ten (10)
Council Districts.
Two Council Districts with access to EBP and CRA/LA optioned properties have expressed a
willingness to use EBP to help facilitate the acquisition and/or development of CRA/LA
optioned properties. Council District 14 (CD14) has made a preliminary commitment to
provide Self Help Graphics, a non-profit organization with $750,000 in EBP towards acquiring
property located at 1300 East 1st Street (1st & Mission), and Council District 3 (CD3) has made
a preliminary commitment to provide the developer of a mixed-use project with approximately
$1.5 Million in EBP towards acquiring property located at 18447 West Sherman Way and 7221
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Canby Avenue (Reseda Theatre). In each case, the use of EBP will help leverage access to
other financing necessary to purchase and develop the property.
Council District 3 is also considering the use of Proposition K funds to help finance the
acquisition and/or development of a CRA/LA optioned property located at 18128, 18210
Sherman Way (Reseda Skate Facility). Moreover, both CD3 and CD 14 are considering
proposals from developers of CRA/LA optioned properties to utilize Permanent Supportive
Housing (HHH) funding for the development of mixed-use housing projects in their districts.
The efforts of Council Districts 3 and 14 are examples of activating EBP and other City
financial resources to effectively leverage the acquisition and development of CRA/LA
optioned properties.

JANvtRRY /
General Manager
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