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Metrd REVISION 2

PLANNING AND PROGRAMMING COMMITTEE
MARCH 19, 2008
SUBJECT: TAYLOR YARD JOINT DEVELOPMENT
ACTION: AUTHORIZE THE EXECUTION OF VARIOUS REAL ESTATE AND

DEVELOPMENT AGREEMENTS NECESSARY FOR THE DEVELOPMENT
OF A PORTION OF OUR TAYLOR YARD PROPERTY

RECOMMENDATION

A Find that it is in the-our best interest ef FACMTA-to pr i vel
lease an approximately 20.2-acre portion of Taylor Yard Parcel C (the “Development

Site”) for residential and retail developmentpurposes in substantial accordance with
the key terms and conditions set forth in Attachment A (the “Development”).

B. Authorize the Chief Executive Officer (“CEO”) to: (a) enter into a Joint Development
Agreement (“JDA”) with McCormack Baron Salazar, Inc., or one or more
development entities controlled and managed by McCormack Baron Salazar, Inc. and

reasonably approved by us (individually and collectively, “MBS”), covering the
éevelepmeﬁt—ef—ﬂ&e—Development-Sﬁe aﬂé—(b) extend the term of the JDA in

ccordanc i in . (c) enter into and execute
ground leases and other related documents and agreements with MBS relating to the

Devglop_ment gng_l the Dggg!ogment S1tg gg) ex g;;;g Qgg ggggns and gther grants of

dlate hazare aterials fr el -nt Site, all in substan’aal
accordance with the key terms and conditions set forth on Attachment A and the
terms and conditions of the JDA.

ISSUE

The recommended actions will allow MBS to move forward with sheirplansto-develop-the
Development-Sie. Board authorization at this time is critical to MBS’s efforts to secure
$17.5 million in Prop 1C Infill Infrastructure Grant funds. Applications for the first round
of the State’s grant fund allocation are due in April of this year. The State requires that all
applicants have control of their development sites as a condition precedent to application for
grant funds. The JDA will provide MBS with such site control. Board authorization is
necessary for the CEO to execute the JDA and the related documents and agreements
contemplated therein.

In April 2005, the Board authorized the CEO to enter into an Exclusive Negotiation
Agreement with MBS for development of the Development Site. Staff has now negotiated
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the key terms and conditions relating to the JDA, the related documents and agreements
contemplated therein and the development of the Development Site by MBS. These key
terms and conditions are detailed on Attachment A.

BACKGROUND

Previously, Taylor Yard served as a rail yard for Union Pacific and Southern Pacific railroads.
In the early 1990’s, we acquired a portion of Taylor Yard from Southern Pacific. Our
purchase included Parcels B and C and the rail corridor running through the yard and
connecting Glendale with Los Angeles, all as shown on Attachment B. Amtrak and
Metrolink rail service now operate on the rail corridor and the Metrolink maintenance
facility is located on Parcel B. Parcel C is currently undeveloped and totals approximately
23.83 acres. It is currently used by various construction related trades to store equipment
and materials. The Development Site comprises approximately 20.2 acres of Parcel C and is
adjacent to the rail corridor. The proposed transaction reserves approximately 3.83 acres of
Parcel C from the Development Site, which will allow a rail station and park and ride facility
to be added to Taylor Yard when regular, non-commuter rail service is established between
Los Angeles Union Station and Glendale-Burbank Airport.

The proposed Ddevelopment will be constructed on the Development Site and will include
approximately 295 for-sale condominiums (a third of which will be targeted for workforce
housing), approximately 68 affordable family apartment units and approximately 108
affordable senior apartment units, as well as approximately 29,500 square feet of retail space,
a community recreation center and pool, street improvements and open space.

In conjunction with us, MBS will subdivide the Development Site into multiple parcels to
meet the needs of the Ddevelopment and construction phasing. This subdivision will be at
the sole cost and expense of MBS.

The entire Ddevelopment, including the for-sale condominiums, will be constructed on
premises ground leased from us. The ground leases covering the premises underlying the
for sale condominiums, the community recreation center and pool, and certain open space
improvements (the “99-Year Ground Leases”) will have lease terms of 99 years and will cover
approximately 10.2 acres, plus the area underlying certain private streets. The ground leases
covering the premises underlying the affordable family units, affordable senior units, retail
space and certain other open space improvements (the “68-Year Ground Leases”) will have
lease terms of 68 years and will cover approximately 5.2 acres, plus the area underlying
certain private streets. It is estimated that street improvements, including new public and

private streets within the proposed developmentDevelopment and public right-of-way
dedications along San Fernando Road, will total 4.8 acres.

The proposed Ddevelopment will be constructed in multiple phases over time, with each
construction phase corresponding to one or more ground leases. Ground rent for the entire
term of each 99-Year Ground Lease and for the first 57 years of the ground leases covering
the affordable family and the affordable senior portions of the proposed Ddevelopment (the
“Affordable Housing Ground Leases”) will be equal to that portion of the Development Site’s
value attributable to the premises covered by such ground lease. The value of the
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Development Site will equal the greater of (a) the fair market value of the Development Site,
as determined by an appraisal now in progress, which value shall be increased (but not
decreased) annually based on the increase in the Consumer Price Index, and (b)
$16,775,000, as incr tn I sed on the increase in the
Consumer Price Index. The forgoing rent under each applicable ground lease shall be due
and payable, up front, upon execution of such ground lease. The $16,775,000 amount is
supported by an appraisal of the Development Site completed in May 2005. The appraisal
now underway will provide a current value for the Development Site.

MBS will also pay us the following amounts:

* Annual ground rent under the Affordable Housing Ground Leases, commencing
with the 58t year of the term of each such ground lease, equal to the fair market
ground rent for the ground leased premises under each such ground lease.—"}i}&e%aif

sub]ect to annual

increases gbu; not decreases) aémmeﬂ%based on increases in the Consumer Price

Index.

¢ Annual holding rent during the term of the JDA equal to the greater of (a) 25% of the
fair market rent for the Development Site, and (b) $377,437.50. The fair market rent
for the Development Site will equal 9% of the Development Site’s fair market value,
as determined by the appraisal now in progress. Annual holding rent under the JDA
shall be increased (but not decreased) annually based on the increase in the
Consumer Price Index, and shall be reduced on an equitable basis as each of the

ground leases is executed_and as each of the dedications or other grants of real
property rights are made.

¢ Ground rent under the retail ground lease equal to 3% of the gross sales received by
MBS from all retail and other economic activity conducted on the premises covered
by the retail ground lease.

< .D
o LAGMTA-Our support costs, including those reasonable costs relating to (i) review
and approval of the Development’s design, (ii) oversight and monitoring of the
proposed construction and protection of FAGMTA-our property, facilities and

operations, and (iii) subdivision of the Development Site.

In addition, LACMTA will receive a resale transfer fee equal to 1.5% of the resale price of
each for-sale condominium for all condominium sales occurring after MBS’s initial sale to
the original homeowner,

The Development Site contains known contaminants that will need to be remediated before
the ground leases can be executed. For the most part, these eontaminants-hazardous
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materials are contained in concrete and construction debris located on the surface of the
Development Site and the soil exposed to the same. However, MBS'’s due diligence indicates
that asbestos and lead based paint are present in an old railroad control tower situated on the
Development Site and that underground tanks may also be present on the property. Also,
ground water underlying the Ddevelopment Site and surrounding area is contaminated and
may require some monitoring and action to proceed with development. MBS’s current,
rough estimate of the cost to clean-up and address these contaminants is between $500,000
and $800,000. MBS is working with us to fully characterize the scope of the contamination
and to get more detailed estimates of the clean-up cost. In addition, staff is looking into the
source of the concrete and construction debris and will require the responsible parties to
clean-up their share of the contamination, if such parties are found. Nonetheless, the
development proposal contemplated herein requires us to cover the actual cost of
remediation and monitoring up to $800,000. MBS has agreed to perform the clean-up and
monitoring and to pay for the same, provided we credit such cost (up to $800,000) against
the holding rent under the JDA and the ground rent under the ground leases.

Parcel C was acquired with State funds and local bonds. Therefore, the proposed
Dédevelopment,-and- and the ground lease transactions and dedications -contemplated herein
are subject to State approval, In addition, staff-and-bendecounsel will need to confirm that
the proposed transaction and Development do not violate the requirements and restrictions

imposed on the Development Site by the bond funding before the contemplated ground

lease transactions and dedications can be executed.elearanee:
POLICY IMPLICATIONS

The recommended actions are consistent with the goals of our Joint Development Policies
and Procedures. The proposed Development will: enhance and protect the transportation
corridor and its environs, (b) enhance the land use and economic development goals of the
surrounding community, (c) conform to local and regional development plans, and (d)
generate value based on a fair market return on public investment.

OPTIONS

The Board could choose not to autk '
documents-with-MBStake the recommended actions agngns re]ect the current terms and conditions
and elect to offer the Development Site to other potential developers. Staff is not
recommending this option because:

1. It would delay development of the Development Site and forego the opportunity for
public financing opportunities that will become available in April of this year; and

2. Itis not likely that a more appropriate development or a better development deal than
that currently proposed would result.

The terms and conditions as listed in Attachment A provide us with a fair and reasonable
financial return.
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FINANCIAL IMPACT

Funding for joint development activities is included in the FY07-08 Budget under Project
610011 task 01.01 in cost center 2210. Revenues from ground lease rent, JDA holding rent
and deposits to cover FAGMTA-our support of the Development will offset continued staff
and consultant related costs. Our financial returns under the JDA and the ground leases are
detailed in Attachment A.

NEXT STEPS

Upon approval of the recommended actions, staff will complete and execute the JDA in
substantial accordance with the terms and conditions set forth in Attachment A. The
groundThe ground leases and related documents will be executed thereafter in substantial
accordance with the terms and conditions set forth in the JDA and Attachment A. Upon
execution of the JDA, MBS will complete the process of securing the appropriate
entitlements from the City of Los Angeles necessary to construct the Development and will
commence activities related to the further characterization and clean up of the contaminants
present on the Development Site.

ATTACHMENTS
A. Summary Terms and Conditions of the Joint Development Agreement and Ground
Lease

B. Taylor Yard Overview
C. Plat of the Development Site Detailing the Proposed Development
D Conceptual Site Plan and Elevations for the Proposed Development

Prepared by: Greg Angelo, Director of Real Property Management & Development
p y g Ang perty g P
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Roger S. Moliere
Chief, Real P Management and Development

: /
Roger Snoble

Chief Executive Officer
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ATTACHMENT A

Summary of Key Terms and Conditions
Relating to the Taylor Yard Joint Development Project
with McCormack Baron Salazar, Inc.

GENERAL DESCRIPTION:

Developer: McCormack Baron Salazar, Inc-andferone-or-mere
) )
.. 1 Swz 1 by McC i
Baron Salazar, Inc. and reasonably approved by
LACMTA (individually and collectively, “MBS”).

Development Site: Approximately—17An_approximately 20.2-seres:acre
Angeles County Metropolitan  Transportation
Authority (“LACMTA”)-ewned—property—located
withinTayler-Y¥ard, as depicted on Attachment B (the
“Development Site”).

Sale-Property: An-approximate1-5-acre—portionSubdivision of the




= Between 280 and 300 for-sale condominiums
(with a current target of 295 condominiums}

l.a

housing;

» Between 64 and 70 affordable, family
apartments (with a current target of 68
apartments)

Premises#A;

=  Between 100 and 110 affordable, senior

apartments (with a current target of 108
apartments}); and-between

= Between 25,000 and 33,000 square feet of
retail space (with a current target of 29,417
square feet)-to-be-constructed-on-the Prentises
B.

. 1 . .
and pool.



Phased Development:

Plans and feﬂdeﬁﬁgsdezanons detaﬂmg the

1B 2
mmcg (the “Conceptual Plan ) are
included in Attachment &-D and are subject to
modification and revision as set forth in this
Aftachment A,

phases.

The Development will be constructed in multiple

MBS acknowledges and agrees that IACMTA will







JOINT DEVELOPMENT AGREEMENT:

JDA - Generally:

After staff and MBS reach agreement on the specific

terms and conditions to be contained therein,

LACMTA and PeveloperMBS will enter into a joint

development agreement (“JDA”) containing terms .- { Formatte
and conditions that are substantially consistent with

those set forth in this Summary of Key Terms and

Conditions, as the same may be modified by the

LACMTA Board. The JDA will contain certain

escrow instructions related to the transactions

contemplated herein, as well as certain conditions

{specific to each of the Closings defined and
described below (the “Closing Conditions*}-that’), ___--{ Formatk
which conditions must be metsatisfied or waived

before LACMTA QI_MBS_W]ll {tyenterintoeffectuate

operation of that portion of the Development covered
by the Ground Leases-{as-defined-and-deseribed




JDA Term/

Predevelopment Period:

JDA Closing:

the-Sale-Property Premises-A-or-Premises B{as
applieable}(s) contemplated in such Closing; (b)
obtain construction financing sufficient to fund the
construction of that portion of the -Development that
PE et B4 ¥ 5151} 51115 JEEEHEE“;EE
Lease(s) contemplated in such Closing; (c) receive
LACMTA and City of Los Angeles approval of full,
complete and final construction documents for the
that portion of the -Development that-is-to-besituated

b Sala remnisn Ao Protrioes B
apphieable)covered by the Ground Lease(s)

i ; (d) receive a “Ready to
Issue” letter from the City of Los Angeles for all
building permits necessary for the construction of
that portion of the -Development thatis-to-besituated

on-the-Sale Property, PremisesA-or Premises B-{as
applieablejcovered by the Ground Lease(s)

contemplated in such Closing; and (e) provide
LACMTA with the Financial Assurances (defined and
described below).

The term of the JDA shall be three{3five (5) years
(the “Predevelopment Period”) commencing on the
date that the JDA is mutually executed and delivered
(the “JDA Effective Date”); provided that (a) such
Predevelopment Period shall be extended
automatically for

unavoidable delay (as defined below) and may be
extended by LACMTA's Chief Executive Officer
(CEQ"), if EAGMTAthe CEO determines in-its-sele
and-abselute-diseretion-that MBS is making
commercially reasonable efforts to promptly satisfy
the Closing Conditions. Notwithstanding anything
to the contrary set forth herein, no extension of the
initial three-3five (5) year Predevelopment Period
shall singularly or cumulatively extend the
Predevelopment Period more than two (2) years.

The JDA may-will contemplate multiple closings
(each a “Closing”), as follows: (1) one Clesingfor-the
salefswap-of the-Sale Propertyor more Closings for

1 | leasing of on of
Development to be covered by the 99-Year Ground



JDA Consideration/
Holding Rent:

Leases (defined below), upon satisfaction or waiver
by the appropriate party of all the Closmg Conditions

relative to such salefswapClosing; (2) one Closing for
the ground lease—ef—Pfeﬁﬁses—A—te—M-B-S,—u-peﬁ

. .
E“Eﬂﬁ'm.m ot-waiver by the appropriate party-of all
tae .Eh’mEgﬂle;Eﬁi  leasi FPMQM \+and-(3

apartments, upon satisfaction or waiver by the
appropriate party of all the Closing Conditions
relative to such Closing: and (3) one Closing for the
ground leasingleasing of that portion of PremisesB-
salefowap-ClosingTACMTA-wil

each Closing, LACMTA will ground lease the
applicable premises to MBS _in exchange for the

consideration to be paid in accordance with this
Attachment A. Documents related to each ef-the
€lesingsClosing, including deeds;-ground leases,
reciprocal easement agreements and other
development and real estate related documents and
agreements will be executed by the parties as is
necessary to propetly effectuate the Closing.

During the Predevelopment Period, PeveleperMBS
will pay annual holding rent (“Holding Rent”) to
LACMTA under the JDA equal to the greater of (a)
25% of the

tollowing{ar-OneHundred Fwenty Five
ZPheusaﬁd—DeH&rs—ﬁ-Hé—OOO)—peﬂear—er—memaxkgj




sl . 1 holdi
under the IDA shall be increased (but not decreased)
annually based on the increase in the Consumer

Price Index-

The-design-of, and shall be reduced on an equitable
hasms_each portion-of the-propesed-Development

The desi

gn of the proposed Development shall be
substantially consistent with the initial Development
concept set forth above in the “Proposed

Development” section of this Summary of Key Terms
and Conditions;, and {ii)-will-shall be a logical

evolution of the i
propesed-DevelopmentConceptual Plans attached
hereto as Attachment C%Gk&%ﬁ—s—appfeval—ef-ﬁﬁa&




Financial Assurances:

b . Is by the City of L
Angeles.

Prior to any Closing, and, as a condition te-of such
Closing, MBS shall provide, for the benefit of
LACMTA, financial-assuranees—that—a completion

guarantee;—among—other—things,—the—completion—of
that-pertion—of-the—Development—econtemplated-—by

13 ”

acceptable to LACMTA in—all-respeets;—and pavment
: bond llectively, the “Fi ial

A ") that (a) table to LACMT/ 1
(b) eleasly—demonstrate Developer’'sand guarantee
MBS'’s ability to

construect-and-operate-complete the
construction of that portion of the Development
contemplated by-thein such Closing:—te}-survive-the
Closing—and{d)-if required-by LACMTA—in-its—sele

and-abselute-discretion-be-included in the Premises







GROUND LEASES:

Ground Leases — Generally:

At agach Closing i
PremisesA, MBS, as tenant, and LACMTA, as
ground lessor, will enter into a ground leases

eovering-Premises-A-lease that will provide for the

construction and operation of that portion of the
Development to be constructed and operated on

Premises-A{the “Premises-A-the premises covered
by such ground lease (each such ground lease.a
1_‘_Gr9und Lease”). Ata-Closing-covering-the-ground

<+---- Formatt
Tabs: Not

the retail space %eshall be eonstructed
enknown as the Premises-B-{the“Premises-B-“Retail
Ground Lease”,” The Premises-AAffordable

Housing Ground Lease;
Ground-Feaseg and the the—Pfemises—B—Retall

Ground Lease shall eelleetively-be referred-to
kereinknown as the “68-Year Ground Leases*-and

individuallyasaGround Lease”Fach-Ground



srodiffed-byv-the-EACM T A Board:,”

Unsubordinated Ground

Leases: LACMTA'’s interests under each Ground Lease will
be unsubordinatedto any interests-developer-interest
MBS or its lenders will have in the Development Site.

Ground Lease

Commencement: Term: The term-first of the

Ground-Lease-Term:——————The first-Ground-Fease-to be executed shall have a
term of Sietygixty-seven (6768) years. Each of the
other two greund-68-Year Ground Leases shall have a
term that is coterminous with the first of the 68-Year
Ground Lease-Leases to be executed._The term of

Capitalized Base-Rent-{For
Firet 57V £ the Residential

-1 Formatt

shall pay LACMTA—eﬂ—ﬂae—Ph&se—A—Gfeaﬂd—Lease Not Bold
Gemmeneemem—Da%e- a one-time w

payment {“Phs e : e
Rent?)- ‘

Lea.sz_m_an_amsmn;t_equal to that portion of the
greater”Value of the fellowing-Development Site”




Capitalized-Base Rent {End a@;dah!g Housing Ground Leases: Upon execution

Ground Leases-,

T, \e
TCriy.

haseﬂwng

MBS shall pay LACMTAen-a capitalized rent
pavment for the fifiy-eighth-(58%-annual-anniversary
of-the PhaseA-Ground-Lease-Commencement-Date:

a-one-time-payment{“Phase-A-first 57 vears of the
term of such Ground Lease Ferminal Capitalized
Reat?-in an amount equal to { }—{such
ameount-shall- be based-en-the-that portion of the
“Mafket-Valueieﬁﬂ&e—Phasereﬁ&ses—&t—_Qﬂthe

Development Site covered by such timeGround
Lease, where the ’eeﬂ&&—Ma-rket—‘Value—is-Qf_thg
fair market value of the Development Site, as defined




Phase BResidental Ground Lease MBS -shall
LACMTA Beginni ih the 59t |
anniversary of the commencement of each
Affordable Housing Ground Lease and on the-fifty
eighth-(58%)-each annual anniversary of the PhaseB
Ground-Lease-CommencementDate-a-one-time

such
#imeground lease, where the term—~Market-Value™is

as-defined-below:}

Thao taras “llafke*
O 9 L WSR B Oh 4F & & § AVL

an-appraisal;“Fair -Market Grmmd_Ren;t” shall be

based on an appraisal of the premises under ground
lease assuming that such Phase-A-Premises-orPhase
B-Premisespremises are vacant and usable only for
those uses permitted under the applicable Affordable
Housing Ground Lease{s}, consistent with the
improvements then constructed on the Phase-A

Premises-or-the-Phase-B-PremisesH{as
apphieable)such premises, provided that such
improvements have been approved by LACMTA and

have been properly maintained, each in accordance

with the applicable Affordable Housing Ground
Lease{s)~,_Such rent is subject to annual increases
(but not decreases) based on increases in the

Consumer Price Index,
Retail Ground

: MBS shall pay LACMTA, annually throughout the
term of the Phase B-CommereialRetail Ground
Lease, percentage rent (—Phﬂse-B-Gemmerelal

in an amount equal
to three percent (3%) of the gross sales received by
MBS from all retail and other economic activity
conducted on the Phase-B-Commereial
Premisespremises covered under the Retail Ground
Lease.







Operation:

MBS shall maintain and operate all portions of the

Reserve:

Development under Ground Lease at its sole cost and

EXpense,

Each 68-Year Ground Lease shall require MBS, as the

Encumbrances:

ground lessee thereunder, to fully fund a demolition

Subject to LACMTA's reasonable approval, Beveloper
MBS may encumber its leasehold estate with
mortgages, deeds of trust or other financing
instruments. FhreEach Ground Lease will include

mutually acceptable mortgagee protection provisions.
In no event-will,however, shall LACMTA'’s fee title
or the rent payable to LACMTA under the JDA or any
Ground Lease, or any portion thereof, be
subordinated or subject to Developer’sMBS’s

financing or other claims or liens.













ATTACHMENT B

Overview

Taylor Yard
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ATTACHMENT C

Plat of the Development Site Detailing the Proposed Development
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ATTACHMENT D

Conceptual Site Plan and Elevations for the Proposed Development
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Internal Street Elevation

LA River / Rail Elevation
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