CITY OF COMMERCE

AGENDA REPORT
TO: Successor Agency
FROM: Executive Director

SUBJECT: A RESOLUTION OF THE SUCCESSOR AGENCY TO THE COMMERCE
COMMUNITY DEVELOPMENT COMMISSION APPROVING THE LETTER AGREEMENT
REGARDING THE FORMER SPECIFIC PLATING SITE LOCATED AT 1350 SOUTH
EASTERN AVENUE, COMMERCE, CA 90040

MEETING DATE: October 18, 2016

RECOMMENDATION:

Approve the Resolution approving the Letter Agreement regarding the Former Specific
Plating Site located at 1350 South Eastern Avenue, Commerce, CA 90040.

BACKGROUND/ANALYSIS:

The Successor Agency is currently involved in litigation against Mayans Development, Inc.
(“Mayans”) and Los Jardines, a Nevada LLC (“Los Jardines”). The litigation revolves around
an Owner Participation Agreement (“OPA”) between the Successor Agency’s predecessor
— the Commerce Community Development Commission — and Mayans. Pursuant to the
OPA, the Commission sought to transfer property to Mayans for purposes of developing low
income housing. Mayans never took ownership of the property and never developed low
income housing. The Successor Agency did not learn of these facts until much later. In 2011,
the Department of Toxic Substances Control (“DTSC”) discovered contamination on the
Former Specific Plating Site located at 1350 South Eastern Avenue, Commerce, CA 90040
(“the Site”). The Site was part of the property subject to the OPA.

Following the discovery of contamination, the parties discussed responsibility for the clean-
up, whereupon the Commission became aware of numerous concerning facts following the
OPA. The parties could not reach an agreement for several reasons, and Mayans and Los
Jardines sued the Commission and the Successor Agency. The Successor Agency filed a
cross-complaint on several grounds, including breaches of the OPA.
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The litigation has numerous aspects to it, one of which pertains to ownership of the Site,
among other properties in the City. The Successor Agency claims that it owns the properties
purportedly transferred pursuant to the OPA because the transfers were invalid at their
inception.

The parties went to trial in the first phase of the case and the Successor Agency prevailed.
In its decision, the Court agreed that Mayans breached the OPA and that neither it nor Los
Jardines took ownership of the properties (including the Site). This ruling will be instrumental
in the Successor Agency’s effort to perfect its ownership claim through a cause of action for
quiet title. Mayans and Los Jardines deny the Successor Agency’s claims. Thus, there is a
pending dispute regarding ownership of the underlying properties.

Nevertheless, the contamination on the Site has not yet been investigated or remediated.
The DTSC did not press the clean-up because of the ongoing dispute. However, now that
Successor Agency was successful in the first phase of the case, it has been willing to
proceed with preliminary investigations and has cooperated with the DTSC in that effort.
Proceeding with the investigation and remediation is complicated by the fact that Mayans
and Los Jardines also claim that they own the property. Without an access agreement,
Mayans or Los Jardines could allege that Successor Agency is trespassing or violating some
other right.

In order to proceed with the environmental investigations in consideration of the ownership
dispute, the Successor Agency has reached an agreement with Mayans and Los Jardines
to allow the Successor Agency, its consultants, and the DTSC on the Site for purposes of
investigation and remediation. The agreement contains provisions that the Successor
Agency is not waiving any rights with regard to the litigation. The sole purpose of the
agreement is to secure the Site and allow investigation and remediation to proceed despite
the ongoing ownership dispute.

Based on the foregoing, staff recommends passing the resolution approving the agreement
with Mayans and Los Jardines.

ALTERNATIVES:
1. Approve staff recommendation;

2. Reject staff recommendation; or
3. Provide Staff with further direction

FISCAL IMPACT:
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There is no fiscal impact relating to this item.
RELATIONSHIP TO STRATEGIC GOALS:

The issue before the Successor Agency is applicable to the following strategic goal:
“Improve and maintain infrastructure and beautify our community” as identified in the 2012
Strategic Plan.

ATTACHMENTS:

1. Resolution
2. Letter Agreement between the Successor Agency, Mayans, and Los Jardines
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