PLANNING AND PROGRAMMING COMMITTEE


NOVEMBER 20, 2002

SUBJECT:
METRO RED LINE WILSHIRE/WESTERN STATION JOINT DEVELOPMENT 

ACTION:
AUTHORIZATION TO EXTEND EXCLUSIVE NEGOTIATION AGREEMENT

RECOMMENDATION

Authorize the Chief Executive Officer to extend the Exclusive Negotiation Agreement (ENA) with Wilshire Entertainment Center, LLC (WEC) for ninety (90) days for the development of approximately 2.34 acres of MTA-owned properties located at the Metro Red Line Wilshire/Western Station.  

ISSUE

On March 2002, the MTA entered into a six-month Exclusive Negotiation Agreement (ENA) with Wilshire Entertainment Center, LLC (WEC) for the development of approximately 2.34 acres of MTA-owned properties located at the Metro Red Line Wilshire/Western Station.  The site includes 72,700 sq. ft. of MTA-owned land, plus 29,000 sq. ft. owned by Los Angeles Department of Transportation (LADOT), and proposed 21,400 sq. ft. of property that is privately held.  

Staff has achieved significant progress on the negotiations for the project and minimal tasks remain in order to determine whether to recommend a joint development agreement to the Board.  Completion of the appraisals of the LADOT parcel and third party parcels were initially delayed but are now completed.  Staff has received final drawings and business terms from Wilshire Entertainment Center, LLC.  CRA has discussed the possibility of assisting in the acquisition of privately held land through eminent domain if necessary.  Staff anticipates concluding negotiation and if appropriate, presenting a draft Development Agreement for Board approval in 90 days.

POLICY IMPLICATIONS
The recommended action is consistent with MTA’s Joint Development policies to “encourage transit compatible land use” adjacent to transit stations and corridors while “providing an appropriate return to Authority owned properties.”  
OPTIONS
The MTA could choose not to extend the ENA.  Staff is not recommending this because staff has achieved significant progress on the negotiations for the project and minimal tasks remain in order to finalize a joint development agreement.  In addition, if business terms can be successfully negotiated, WEC group provides a development that integrates into the existing urban environment, meets the community needs and generates revenue for the MTA.

FINANCIAL IMPACT

The recommended action will not impact the MTA’s FY ‘03 Budget.  Ultimately, development of the MTA-owned property will generate revenues that may be used for capital and operations.

DISCUSSION

WEC’s proposal is a mixed-use development encompassing 50,800 sq. ft. of retail and restaurants, 200 apartment units (20% affordable), a 700-space parking garage of which 624 spaces are for the development and 76 spaces are to replace the existing City of Los Angeles community parking lot, and 14-bus layover facility.  In addition to the original proposal, the developer proposes to add 110,000 square feet of self-storage facility directly above the bus layover on 6th Street.  The storage facility will not visually detract from the proposed project nor replace any of the uses.  This change was proposed by the developer to ensure that residential units would not be located above the bus layover facility and to make the project economically feasible. 

WEC proposes to perform a land swap with the MTA to exchange properties located on 6th Street and Western Avenue for the MTA property on Western Avenue, excluding the subway portal.  Once the development was complete, the MTA would then own the land underneath the bus layover facility and self-storage facility and the developer would own the land under the residential units. The base rents and future appraised values would continue to be based on the original MTA parcels for the remainder of the lease. 

WEC is a single purpose Delaware limited liability company (LLC) formed solely for this project.  WEC is comprised of KOAR Institutional Advisors, LLC, the Managing Member, plus five individual investors with whom KOAR has consummated several successful real estate transactions.  The principals of KOAR have successfully developed nearly $1 billion of income producing projects in virtually every product type.  The Genesis L.A. Real Estate Fund, LLC (a subsidiary of Shamrock Holdings, Inc.) will provide some of the construction financing.  Archeon is the projects’ lead architect and Erkel Greenfeld is the structural engineer.

NEXT STEPS

MTA and CRA staff will continue to negotiate over a three-month period to determine the specific financial arrangements and schedules for this development.  At the end of the negotiation period, MTA staff anticipates concluding negotiation and if appropriate, presenting a draft Development Agreement for Board approval.  
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