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Honorable Council of the City of Los Angeles
John Ferraro Council Chamber

200 N. Spring Street

Room 340, City Hall

Los Angeles, CA. 90012

Attention: Alan Alietti, Office of the City Clerk

COUNCIL TRANSMITTAL:

Transmitted herewith, is a Board Memorandum adopted by the Agency Board on
November 2, 2006, for City Council review and approval in accordance with the
"Community Redevelopment Agency Oversight Ordinance" entitled:

VARIOUS ACTIONS RELATED TO:

APPROVAL OF AN EXCLUSIVE NEGOTIATING AGREEMENT WITH SUNSET
URBAN PROPERTIES, LLC. FOR THE DEVELOPMENT OF THE SUNSET/GORDON
MIXED USE PROJECT LOCATED AT 5939 WEST SUNSET BLVD.

HOLLYWOOD/CENTRAL REGION (CD13)

RECOMMENDATION
That City Council approve(s) recommendation(s) on the attached Board Memorandum.

ENVIRONMENTAL REVIEW
The recommended action does not constitute a "project” as defined by the California
Environmental Quality Act "CEQA")

FISCAL IMPACT STATEMENT
There is no fiscal impact to the City's General Fund, as a result of this action.

L T

Cecilia V. Estolano, Chief Executive Officer
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THE COMMUNITY REDEVELOPMENT AGENCY OF THE CITY OF LOS ANGELES, CALIFORN‘IA

>

MEMORANDUM

DATE: NOVEMBER 2, 2006 HW6990
TO: AGENCY COMMISSIONERS
FROM: CECILIA V. ESTOLANO, CHIEF EXECUTIVE OFFICER

RESPONSIBLE '
PARTIES: HELMI HISSERICH, REGIONAL ADMINISTRATOR
JOHN PERFITT, SENIOR REAL ESTATE DEVELOPMENT AGENT

SUBJECT: APPROVAL OF AN EXCLUSIVE NEGOTIATING AGREEMENT WITH
' SUNSET URBAN PROPERTIES, LLC. FOR THE DEVELOPMENT OF
THE SUNSET/GORDON MIXED USE PROJECT LOCATED AT 5939

WEST SUNSET BLVD.

HOLLYWOOD REDEVELOPMENT PROJECT
HOLLYWOOD/CENTRAL REGION (CD13)

RECOMMENDATION

That the Agency, subject to City Council review and approval, authorize the Chief Executive
Officer or designee to execute an Exclusive Negotiating Agreement (“ENA”) with Sunset Urban
Properties, LLC (“Developer”) to further negotiations toward the development of a large-scale,
mixed-use project located at the northeast corner of Sunset Boulevard and Gordon Street. The
ENA would set forth the preliminary parameters and timeframe for negotiating the project.

SUMMARY

The Developer, Sunset Urban Properties, LLC, proposes a mixed-use project that includes
market-rate for-sale housing, workforce housing, commercial office space, and public open
space. The ENA would set forth the timeframe and preliminary terms for exclusive negotiations
toward the creation of an Owner Participation Agreement (“OPA”) and a public/private
partnership between the Developer and Agency for the Sunset/Gordon Project (“Project”).

RE

August 17, 2006 - Agency approved conditional waiver of Agency housing policy.
October 10, 2006 - Council approved August 17, 2006 Agency Action/Council File #: 06-2395.

SOURCE OF FUNDS

HoIIywood Project Bond Proceeds and Tax Increment Funds

PROGRAM AND BUDGET IMPACT

This action will not have any program or budget impact in fiscal year 2007. Future fiscal
impacts will be defined during the ENA period.
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ENVIRONMENTAL REVIEW

If an OPA resuits from the proposed ENA, appropriate site-specific environmental review
documents meeting CEQA requirements will be completed for Agency action prior to enterlng
into any formal agreements.

BACKGROUND

Agency staff received an owner participation proposal for a public/private partnership between
the Agency and Gerding Edlen for the development of the Sunset/Gordon Project. The
proposed Sunset/Gordon Project is located at the northeast corner of Sunset Boulevard and
Gordon Street on a 2.5-acre site (refer to Attachment A, Location Map). Current land uses at
the site include a small residential multifamily apartment building with eight units, The Old
Spaghetti Factory restaurant, and parking lots. Gerding Edlen, via its single-purpose entity
formed the project, now owns the entire 2.5-acre site for the Sunset/Gordon Project.

The Sunset/Gordon Project is currently proposed to develop approximately 300 units of for-sale
condominiums, including 60 units of workforce housing to be sold at price points affordable to
households earning from 120% to 200% of the area median income for Los Angeles County.
Sunset/Gordon also contains approximately 40,000 square feet of commercial office space and
approximately 15,000 square feet of retail space. The developer team is committed to
partnering with the Agency and the City of Los Angeles to assure that the Project includes a 1/2
acre park that is open to the public and is managed and maintained by a nonprofit or the
Project itself, or a combination thereof, more importantly, however, maintenance of the park will
not rely on City of Los Angeles resources. The Sunset/Gordon Project, as currently proposed,
would provide the following economic development and community benefits:

o Preserve an historic building on the ground floor;
o Include a 1/2-acre public park to serve nearby residential neighborhoods;

o Include approximately 40,000 square feet of creative office space targeted to
entertainment industry firms and further enhancing entertainment industry office supply;

o Be the first development in Hollywood to be certified gold by Leadership in Energy and
Environmental Design (LEED) using the standards developed by the US Green Building
Council;

o Provide Flexcar services onsite;

o Leverage outside funding resources in addition to CRA/LA investment, such as New
Market Tax Credits;

o Comply with all other Agency policies, including policies on Living Wage and Prevailing
Wages.

This project previously was evaluated by the Agency on August 17, 2006, when staff sought a
conditional waiver of the Agency Housing Policy in order to pursue and negotiate for workforce
housing instead of traditional affordable housing for the Project. During the August 17 meeting,
the Agency directed staff to pursue the workforce housing and begin negotiations with the



SUNSET GORDON Mix._o USE PROJECT 7 - PAGE 3

Developer. Since that time, the Developer has acquired all the land necessary for the project
and has commenced with predevelopment activities. The Developer is now actively pursuing
the necessary debt, equity, and New Markets Tax Credits financing for the Project.

DEVELOPER TEAM AND PROPOSED DEVELOPMENT CONCEPT

Gerdling Edlen is the developer for the Project and has formed Sunset Urban Properties, LLC
as the single-purpose entity to develop the Project. Gerding Edlen is a forward-thinking and
successful development firm based in Portland, Oregon. During the last three years, Gerdling
Edlen has constructed, or is constructing, three residential buildings in downtown Los Angeles,
and is currently carrying out predevelopment and environmental activities for a project located
in the Wilshire Center Koreatown Redevelopment Project Area. Attachment B contains a profile
of the firm, including its mission and recently completed projects. An example of Gerding
Edlen’s forward thinking is that for the Sunset/Gordon Project the Developer will sell the parking
separate from the residential units themselves. This is the first time, to staff's knowledge, that a
developer in Hollywood has used this approach, and it is important because it more accurately
identifies the true costs of parking and driving and requires the new condo owners to bear this
cost.

PRELIMINARY FINANCING PLAN

Agency staff anticipates an OPA between the Agency and Developer that would provide gap
financing for the Sunset/Gordon project to further the goals of the Hollywood Redevelopment
Plan. Specifically, these goals are: to increase the supply of housing for all income levels,
create career ladder living wage jobs, support the entertainment industry, and encourage the
development of recreational facilities. Agency staff anticipate that the Project, as currently
proposed, will have a funding gap. This gap emanates primarily from Agency staff requesting
land use changes, i.e. some commercial office development, public open space, and workforce -
housing, as opposed to the originally proposed all residential project. To close the gap for the
Project, Agency staff are committed to leveraging site-specific tax increment resources with
other resources, which could include CDBG funds, Fannie Mae funds, City of Los Angeles
Department of Recreation and Parks (“Quimby”) fees, and New Markets Tax Credits dollars.

Cecilia V. Estolano
Chief Executive Officer

i

Glenn F. Wasserman
Chief Operating Officer

There is no conflict of interest known to me which exists with regard to any Agency officer or
employee concerning this action.
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ATTACHMENTS
A. Location Map
B. Developer Profile

C. Community Context



ATTACHMENT A — LOCATION MAP
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ATTACHMENT "B"
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ATTACHMENT C — COMMUNITY CONTEXT
SUNSET GORDON MIXED USE
5939 WEST SUNSET BLVD, LOS ANGELES, CA.

Redevelopment Area:

Community Plan Area:

Council District:

Project Area Description:

Conditions at Time
of Adoption:

Hollywood Redevelopment Project Area .
Central Hollywood
Council District 13

The 1,107-acre Hollywood Redevelopment Project is
located approximately six miles northwest of the Los
Angeles Civic Center at the foot of the Hollywood
Hills. It is the geographically largest project area in
the City, and the most diverse in population and
economic potential. The “Tinseltown” segment of
Hollywood Boulevard attracts millions of tourists, and
a growing number of regional entertainment seekers.
It is becoming a significant generator of sales tax
revenues and new jobs. The areas east of the
Hollywood Freeway and south of Sunset Boulevard
are primarily residential with great ethnic diversity,
and a high percentage of low and very low income
households.

The Hollywood Redevelopment Project area was
found to contain the following conditions of blight:

o Economic stagnation characterized by a
shortage of available industrial space for
entertainment related uses, a decline in
residential investment, shifting commercial
uses and a shortage of first-class office space.

o Increasing density, including a low-income
population that was growing at rates faster
than the citywide average; in addition,
conditions of high rates of unemployment,
overcrowding, and substandard housing were
present.

a Over-burdened circulation systems, inadequate
public improvements and insufficient open



space. A 1981 parking study identified a
shortage of approxnmately 4,500 parking
spaces.

Irregular parcels which do not meet established
planning and zoning standards or economic
requirements for development existed
throughout the area

Fragmented land ownership.

Lack of sufficient public classrooms and day
care facilities.

Homelessness, especially among youth, was
increasing.

Levels of crime were among the highest in the
City.

PROPOSED PROJECT OVERVIEW

Physical Site and Setting Description
(Source: CRA Staff)

- 40,000 square foot restaurant and surface
parking lots.

' - North part of the site includes 8 umts of

multifamily residential.

Proposed Development Description
(Source: CRA Staff)

Mixed-use development with for-sale residential,
commercial office, and ground floor retail.

Proposed Uses by Size
(Source: Project Developer)

- 300 units of for-sale condos — 60 units
affordable to 120%-200% AMI.

- 40,000 square feet of office space.

- 15,000 square feet of ground floor retail.

- 506 parking stalls.

Proposed Type of Users
(Source: Project Developer)

- 240 units of residential targeted to high wage
earners.

- 60 units of residential targeted to workforce
households.

- Commercial office targeted to post production
entertainment and media companies.

Proposed Overall Project Cost and
Sources of Funding

(Source: Project Developer and CRA
Staff)

Total Project
Conventional Debt $127,000,000
New Markets Tax Credits Debt $ 12,000,000

Equity: $ 12,500,000
Other-Sources $ 7,500,000
Total: $159,000,000
Projected net contribution

of tax increment: $10,000,000
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DEMOGRAPHICS
(Source: US Census, 2000 and LA City Planning)

Census Tract LA City
(2000 Census)

Population 42,981 3,719,310
Total Households 17,225 1,278,815
Percentage of ‘ 85.4% 59.5%
Households Renting
Percentage of 14.6% 40.5%
Households Owning
Average Household Size 2.51 2.91
Educational Level ‘ 44% 71%
(HS Diploma or above) :
Median Household $21,214 : $40,733
Income for an individual '

Note: Median Income is in 1999 dollars

DISPLACEMENT
(Source: Project Developer and CRA Staff)

Businesses to be Displaced

Number and type of Businesses | One restaurant

Number and nature of jobs | Primarily low wage retail and service.
No unionized businesses, no living
wage employers.

Housing Units to be Displaced 8

Residential Population to be Displaced

Number of Households 8

IMPACT ANALYSIS
(Source: CRA Staff)

‘1. The project is proposed to be built at a 4.5:1 FAR and will certainly generate
new car trips and other impacts. These impacts are being assessed in the
Environmental Impact Report (“EIR”), as .are the potential mitigation
measures for the proposed project.

Community benefits include:

e Tax Increment Generating
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o Produces approximately $10 million of new property tax increment
over the life of the redevelopment project area.

e Contributes to Core Industry Sector
o Commercial office component supports entertainment industry

o Historic Preservation v ‘
o The Old Spaghetti Factory building to be preserved

e  Community Building
o 1/2-acre public park
o Contributes to Livability — Creates Jobs Near Housmg
o Higher density near MTA Red Line

¢ Improves Transportation
o Flexcar services onsite
o Located walking distance from the Metro Red Line portal

e Potential for Project to be a Trend Sending/Model Project
o Be the first development in Hollywood to be certified gold by
Leadership in Energy and Environmental Design (LEED) using the
standards developed by the US Green Building Council

e Creates Good Jobs
o Commercial office component targeted at high-wage entertainment
Industry jobs

. Leverage outside funding resources in addition to CRA/LA mvestment
such as New Market Tax Credits

o Comply with all other Agency policies, including policies on Living Wage
and Prevailing Wage

. Summary of non-mitigatable impacts:

None identified at this time. The EIR will identify these.

. Summary of mitigatable impacts and proposed mitigation:

The EIR will identify these impacts and the proposed mitigation of each.
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