PLANNING AND PROGRAMMING COMMITTEE



FEBRUARY 20, 2002

SUBJECT:
WESTLAKE/MACARTHUR PARK STATION RECOMMENDED JOINT DEVELOPMENT PROPOSAL

ACTION:
AUTHORIZATION TO ENTER INTO AN EXCLUSIVE NEGOTIATION AGREEMENT WITH MACARTHUR PARK, LLC

RECOMMENDATION

Authorize the Chief Executive Officer to enter into a six-month Exclusive Negotiation Agreement (ENA) with MacArthur Park, LLC for the development of approximately 3.7 acres of MTA-owned properties located at the Metro Red Line Wilshire/Alvarado Station (MacArthur Park). 

ISSUE

In August and November 2002 the MTA received two unsolicited proposals for development, or master planning and development of the Wilshire/Alvardo Metro Red Line station property (MacArthur Park).  After a thorough analysis of both unsolicited proposals, the MTA staff selected MacArthur Park, LLC for recommendation to the MTA Board for an Exclusive Right to Negotiate.  

POLICY IMPLICATIONS

The recommended action is consistent with the goals of the Joint Development Policies and Procedures approved by the Board at its April, 2002 meeting, and both proposals are in general compliance with the Westlake/MacArthur Park Development Guidelines approved by the Board in December 2002.  The goals of the MTA’s joint development program are to promote and enhance transit ridership, enhance and protect the transportation corridor and its environs, enhance the land use and economic development goals of surrounding communities and conform to local and regional development plans, and generate value to the MTA based on a fair market return on public investment.  MTA staff feels that the recommended proposal best meets the goals contained in the policies and procedures.

OPTIONS

The MTA could choose not to enter into an ENA with MacArthur Park, LLC and choose to work with the other unsolicited development proposal.  Although the proposal met some of the basic development requirements included in the RFP, the evaluation panel found that the MacArthur Park, LLC team demonstrated the highest overall benefits to the MTA, provided the most feasible development, and assembled a strong development team.  The evaluation panel unanimously selected the MacArthur Park, LLC proposal.  
The MTA could choose not to enter into an ENA with any of the development teams, and not proceed with any project at this time.  Staff could also create and solicit an RFP for development of the properties to the general development community.  This is not recommended because there are two proposals already received by the MTA which could result in the type of joint development desired by the MTA.

FINANCIAL IMPACT

The recommended action will not impact the MTA’s FY03 budget.  Ultimately, development of the MTA-owned properties will result in revenues to the MTA.  

BACKGROUND

The proposed development from MacArthur Park LLC consists of 86,660 square feet of retail space, 310 residential units and 483 parking spaces.  The council office for this area has also requested the development of a police substation concurrent and integrated with this development.

Three development companies have proposed under the proposed Limited Liability Company, (LLC) MacArthur Park LLC.

McCormack Baron Salazar

The Related Companies of California

Polis Builders, Ltd.

The MacArthur Park Metro Red Line Station property has been the subject of several development plans dating back to 1990.  Numerous development scenarios have been discussed with the MTA including the issuance of three Exclusive Right to Negotiate agreements, and several master plans.  Resolution of the significant engineering complexities associated with development over the Metro Red Line Station, involvement and negotiations with adjacent landowners, changes in interest rates and the economy, and the unique market conditions in this area have greatly impacted the feasibility of development on this site.  

The MTA property remains a valuable development site but requires a fairly complex engineering review prior to a full development plan being generated.  The Metro Station Box at this location is very shallow, in some areas less than ten feet below the surface.  The unique supporting structures that will allow development are not easily engineered.  One of the members of the MacArthur Park LLC has experience with the engineering for development on other MTA property adjacent to a subway tunnel and station (McCormack Baron Salazar).  This experience may provide a substantial advantage in determining the financial feasibility of development of this site.  Without resolution to the engineering constraints and understanding the conflicts inherent with the numerous vertical intrusions from the station, any development proposal has limited probability of being constructed.

The other unsolicited proposal for this development is from Corcoran Jennison Companies in partnership with the “The American City Coalition” and Langdon Wilson Architects.  All members of the proposal team are well qualified in their respective development roles.  Corcoran Jennison (CJ) is a nationally recognized and highly qualified development firm.  

CJ proposed a three-step process, which includes a establishing and committing to a “redevelopment district” with CRA, MTA and CJ as partners (Step One).  Once agreed to, CJ would manage the redevelopment planning efforts for the approximately 2.5 block area surrounding the MTA station (Step Two).  After completion of this planning effort and acceptance of the plan by MTA, CJ would enter into an Exclusive Right To Negotiate Agreement (ENA) with the MTA (Step Three).  Corcoran Jennison would pay all costs for this process.

Comparison of Proposals Relative to Revised Joint Development Policy 

MTA staff reviewed the MacArthur Park, LLC development proposal and the master plan to ENA from Corcoran Jennison in light of the MTA Joint Development Policies and Procedures.  The MacArthur Park, LLC proposal is fairly well understood, is proposed by a qualified development team and is consistent with the MTA Conceptual Development Guidelines adopted by the MTA Board in Dec 2002.  A general financial offer is included in the MacArthur Park, LLC proposal.  The financial terms of the offer would be refined during the ENA period.  

The Corcoran Jennison proposal requires a minimum of an eight-month redevelopment process prior to development of a project.  After the redevelopment process the MTA will have the opportunity to review financial projections for the “to be developed” proposal.  If the MTA had not additionally received a qualified development proposal, and if the MTA did not anticipate any development activity on this site for the next year, the Corcoran Jennison approach would be an appropriate process for an MTA site.  The costs are born by CJ and the MTA may accept or decline the final result.  Since the MTA has received a development proposal, MTA staff is recommending an ENA be awarded to MacArthur Park LLC.

NEXT STEPS

After execution of an Exclusive Negotiation Agreement with MACARTHUR PARK, LLC, MTA staff, will negotiate in good faith over a six-month period to determine the specific financial arrangements, engineering constraints and schedules for this development.  At the end of the negotiation period, MTA staff anticipates presenting a draft Development Agreement for Board approval.  The MTA, however, is not obligated to enter into a Development Agreement if the development team does not meet the negotiation points to the satisfaction of the Board.  Once the Board approves the Development Agreement, the developer would start final design and construction of the project.  (Please see Attachment A, Draft Exclusive Negotiation Agreement.)   At the end of the negotiation period, MTA staff anticipates presenting a draft Development Agreement and Ground Lease for Board approval.  

ATTACHMENTS

A.  Draft Exclusive Negotiation Agreement 

B.  MacArthur Park, Site Plans and Maps
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