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SUMMARY

On August 17, 2018, as initiated by Motion (Cedillo - Buscaino), the Council instructed the 
Chief Legislative Analyst (CLA) with the assistance of the Economic and Workforce 
Development (EWDD) to meet with the Mountains Recreation and Conservation Authority 
(MRCA) to evaluate options to redevelop the former Lawry’s California Site located at 570 West 
Avenue 26 (Site). Staff was also requested to evaluate options for property ownership and 
models for project delivery, and seek proposals from the market (C.F. 17-1201).

As requested, the CLA met with representatives of the MRCA, the EWDD, and the City 
Attorney to discuss options for redevelopment of the Site. The MRCA currently owns the 
property and has approached the City for assistance to redevelop the Site for economic 
development purposes. Possible options under discussion include the City taking fee ownership 
of the Site as part of the development plan or the City simply providing technical assistance to 
the MRCA for development of the Site in a manner that enables the property to generate 
sufficient revenue to maintain the property grounds. EWDD has prepared a draft development 
timeline to guide project delivery.

During the review process, an unpaid fee of $78,000 related to the Section 108 Loan was 
identified, and this report includes a recommendation to instruct the City Administrative Officer, 
with the assistance of the City Attorney, to identify funds and issue payment to the EWDD to 
resolve this matter.

RECOMMENDATIONS

That the City Council:

1. INSTRUCT the Chief Legislative Analyst (CLA), with the assistance of the Economic 
and Workforce Development Department (EWDD), to:

a. Hire consultants necessary to evaluate a proposed development located at 570 
West Avenue 26 to carry out any necessary predevelopment studies, including but 
not limited to a Requests for Interest (RFI) and a Request for Proposal (RFP);

b. Identify economic development incentives that may be available for the project 
site, such as Federal Opportunity Zones, and



c. Report to Council on the results of the feasibility studies, RFI, and/or RFP 
processes.

d. Utilize available EWDD funds to hire a consultant for this purpose.
e. Negotiate and execute a Memorandum of Understanding with the Mountains 

Recreation and Conservation Authority to discuss the terms and conditions of a 
future economic development project.

INSTRUCT the City Administrative Officer to identify funds in the amount of $78,000 
and issue payment to EWDD to close an outstanding obligation related to property 
financing with the Section 108 Loan (C-95874) for the Los Angeles River Center and 
Gardens project.

2.

AUTHORIZE the EWDD, with the assistance of the City Attorney, to take all actions to 
close the Deed of Trust for the Section 108 Loan (C-95874) for the Los Angeles River 
Center and Gardens Project, subject to the repayment of the $78,000 outstanding 
obligation.

3.

INSTRUCT the EWDD to report to Council if additional funds are required to implement 
the initial feasibility studies for the proposed economic development project at the site.

4.

AUTHORIZE the CLA to make any technical corrections, revisions, or clarifications to 
the above instructions, including new instructions, in order to effectuate the intent of 
these actions.

5.

FISCAL IMPACT

There is a potential $78,000 impact to the General Fund should the City be required to pay the 
outstanding obligation on the Section 108 Loan.

BACKGROUND
On November 12, 1998, the Council approved a $1,305,000 Section 108 Loan and $977,613 in 
Community Development Block Grant (CDBG) funds for the acquisition of the northern 6.8 
acres of the Lawry’s California site located at 570 West Avenue 26 (C.F. 98-1953). The funds 
were used to assist the Mountains Recreation and Conservation Authority (MRCA) in acquiring 
the property for a park and for the construction of a new Home Depot retail store in Cypress 
Park. The project was a coordinated effort between Los Angeles County, the State of California, 
and the City of Los Angeles (C.F. 98-1953). The project scope included the following 
improvements: widening of San Fernando Road, rehabilitation of the garden, park 
construction/improvement, and landscape improvements. The project was funded with CDBG, 
Section 108 Loans, and MRCA borrower equity. The Section 108 Loan was repaid using a 
portion of the Site Specific Tax Revenue (SSTR) generated by the nearby Home Depot.

The property consists of approximately 6.8 acres of the former Lawry’s California Center and 
includes original structures surrounding an existing open courtyard of gardens. The buildings 
consist of approximately 50,000 square foot of office space and a surface parking lot. The 
property includes MRCA administrative offices as well as leased space for various non-profits.
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The Site is owned and operated by the MRCA and is currently known as the Los Angeles River 
and Gardens Center. The Site is located in Cypress Park and is adjacent to the 5 and 110 
Freeways. While the facility is open to the public, the grounds can also be rented for weddings 
and other community events. The MRCA has determined that the site has the potential to be 
expanded with uses that meet the needs of the community and generate revenue to support the 
facilities and programs currently located at the Site. MRCA, however, has advised the City that it 
does not have the expertise required to conduct an economic development process, and has 
requested the City’s assistance in redeveloping the Site.

In consultation with EWDD, the CLA has evaluated options to support the MRCA request. At 
this time, we recommend that the City enter into a Memorandum of Understanding with MRCA 
to pursue an economic development plan for the site. Using a list of prequalified consultants, the 
EWDD will conduct predevelopment activities such as feasibility studies to evaluate the Site. A 
Request for Information (RFI) would be issued to seek information on potential development 
options, which will then inform an RFP to a developer to implement a project. The EWDD states 
that existing Department funds can be used for this work, and will report to Council in the event 
that additional funds are required for this purpose.

The EWDD has developed a draft timeline for development of the project. Under this timeline, 
development feasibility studies would be conducted during the first two months of the process. 
In total, the project would take approximately twelve months from initial feasibility studies to the 
selection of a project developer. Studies will evaluate options for the City to either take 
ownership of the property or enter into agreement to provide technical assistance for the MRCA 
to develop the Site.

Staff will also evaluate economic development incentives that may be available to support a 
project at this site. For example, the property is located within a Federal Opportunity Zone 
census tract. This could help in attracting financial resources to assist the project.

To enable these activities to proceed, we recommend that the EWDD be instructed to conduct 
initial feasibility studies and prepare any necessary RFIs and/or RFPs for Council consideration. 
Our Office will continue to work with the MRCA, Council District 1, and other City staff and 
will report to Council on the results of these studies and next steps required for the 
implementation of this project.

Interest Spread Income
When the Section 108 loan ($1,305,385) was provided to the Developer in 1998 for the Lawry's 
Project, the Council authorized an interest rate equal to the City's Cost of Funds + 0.6% Interest 
Spread Income. The Loan was to be repaid using Site Specific Tax Revenue (SSTR) generated 
by the Home Depot. A Deed of Trust was placed on the property as security for the loan.

Using SSTR as set forth in the Section 108 Loan contract, the City Administrative Officer 
(CAO) authorized payment to the EWDD for the City's full Cost of Funds but not the 0.6% 
Interest Spread Income, which equals $78,000. The loan agreement obligated the City to pay the 
Interest Spread, not the Developer.
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This $78,000 obligation is still outstanding. The Deed of Trust on the property cannot be cleared 
until the Interest Spread is repaid. Since this project involved a Section 108 Loan, the City is 
obligated under the contract with the United States Department of Housing and Urban 
Development to pay the interest spread. It is our understanding that the $78,000, when paid, will 
be considered CDBG program income. The City Attorney is reviewing this transaction as to 
whether this payment is required to be made from the General Fund. Since this Section 108 loan 
cannot be cleared until payment is made, we have included a recommendation to instruct the 
CAO to identify funds to pay the $78,000 and for the EWDD to release the Deed of Trust for the 
property upon payment of the $78,000.

~RaAkJl
Brian M. Randol 
Analyst
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