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OVERVIEW AND EXECUTIVE SUMMARY

This report describes various elements of and findings regarding the Scutharn
California Rapid Transit Districu's (SCRTL) Zenefit Assessment Program for :ne
Los Angeles Central Business District aid the Wilshire/Alvarado areas.

After a public hearing held by the 5CRTD
Board of Directors on January 24, 1985,
the SCRTD Board approved, on Feodruvary '
14, 1985, a resolution to proceed wit)
the establishment of benefit assessmen:

Union Staner
Civic Ceriter
Fiftrvail
Seven:rvrioner
Wishire/Aivaracs
WilshiraVer-mon!
Wishire/Normangie
Wilsira/\vestan
WilshirerCrensnaw’
10. Wisnuasl3 Srea
11. WishirarFamrax
12. Faintax/Beyery
13, Faitax/Sania Mom=3
14. La Br2arSurse=t
15, HoitywoorCanuenqga
16, Holyweod Bow "
17. Unwnersat City

. Nonf Aoliywood

_District and tne Wilshire/Aivaradn - (T%
areas. This resolution was transmitted
to the Los Angeles City Council, which k!
held a public hearing on May 28, 1985.

The City Council amended and approved
the resolution on May 31, 1985 anc é{"
retyrned it to t>@ SIRTD Board. On July N
11, 1985, the SIRID Board adopied the {
resolution crealing the two  5pecial
benefit assessmemt districts far “the
Central Business District and Wilchire
Alvarado areas [Appendix 1}. '

districts for the Central Business A STATIONS

WHoNOhLLN

Funding arrangegents for the
construction of tme 18.6-mile Downtown
Los Angeles-to-Sam Fernando Valley Metro
Rail subway line {see Figure 1) are
still being developed. It is
anticipated that the federal funding

process will be completed by the fall, * De'erreg for

A major shara pf the Metrg Rail's $3.3 future ConsirucLan
billion construrtimm COST is expected to

be met by federal grasts. The balance L

is to be met by state, county, ard city Figure 1
funds earzarked for public

transportation zmd by revenues gererated
from the private saclor via assessments.

Briefly defined, bewefit assessment is a fee on properties in a specified area
that is usad to pay part or all of ithe cost of specific capital imprevaments
made within and specifically benefiving that area. The assessment may be levies
by a governmemtal amlity with appropriate authority. The capital imprcvements
are usually firascad eith bonds secured by the assecsments. Assessment formulss
may be based o site size, floor arza, front footage, or other measures.

Benefit assessaemts hawe been used in California and throughout the ©nitec
States to Iimpmca warious types of public improvement projects such as street

lightina, sewer zy<tews, parking  structures, and flood control facilities.
Owners of property_ loceted iR the vicinity of a major public improvement racetve

special hepefits & a result of the expenditure of taxpayers' money. Tncse

receiving the st girect benefit are asked to share in the project's cCoOSt
through benefil mscessments, .



With respect to Metro Rail, property owners near the subway stations wili

realize various monetary benefits due to proximity to the stacions,

Consequently, they are being asked to share in the cost of Metro Rail., State
law - (Sections 33000 et seg. of the Public Utilities Code) authorizes tre SCRT:
Board of Directors to establish benefit assessment districts around Metro Rais

stations and assess property located within specified distances from the

stations. Residential property is excluded from these assessments, as incicatee
by formal actions of both SCRTD and tre Los Angeles City Council.

. '

A Benefit Assessment Task Force, compcsed of private- and public-sector mempers,
worked closely with SCRTD to ectablish assessment district boundaries and
methods of assessment for the Downtowr and the Wilshire/Alvarado area by this
_summer., The Task Force .worked hard to ensure that the assessment program was
fair and equitable,

S.1 STATUS OF METRO RAIL

Planning and design for the 13.5- INITIAL CONSTRUCTION SEGMENT

mile Downtown Los Angeles-to-San ' . | Lresae i
Fernando Vailey Metro Rail line is o ST S o - ¢ s
rapidly approaching final stages. < ‘\‘\\\ ’

Some of the - Central ‘Business

District sections are ready for |

construction. Moreover, the

federal Urban Mass Transportation

Administration approved the

environmental assessment of

construction and operational

impacts of the subway line, making
a final federal funding decision
possible,

While local government funding
comnitments have heen secured,
federal funding for the entire line
is not expected to bhe available all
at  once. Therefore, - it 1is |
anticipated that the line will be
built in phases. The first phase
(referred to as the Minimum. :
Operanle Segment-1 or M0S-1)} will ' _ Figure 2
consist of 4.4 miles of rail, line

and 5 stations (see Figure 2}. It

will provide service from Union

Station through the Cantral

Businecs District ~ to the

Wilshire/Alvarado station -- the

area where the first two assessment

districts nave heen established,




As this initial segment undergoes
construction, SCRTD ang appropriate
authorities in tne LoS Angeles
region will continue efforts to
secure necassary funding to
tomplete the remainder of the 18,6--
mile subway line, which is part oY
the 150-mile county-wide rail rapid
transit System approved by the
voters in 1980 (see Figure 3).
Metro Rail will efficiently serve
the most heavily traveled corridos
in the region with an expandabla
and environmentally-Socund  heavy

~.raitl system. It is also expected
to reduce the growth of aut?
traffic congestion.

Figure 3

S§.2 THE NEED FOR A BENEFIT ASSESSMENT PROGRAM

There is a genuine need for henefit zssassments as 3 local funding mechanism fcr
Metro Rail. The first phase of Metro Rail will cost $1.17 billion to construct.
Funds for the first phase are ocxpectad to come from several sources. The
federal government is being asked to pay $654.2 million, or 56 percent, The
State of California will provide 3214.4 million, or 18 percent, The 1/Z Zent
sales tax in Los Angeles County established by Proposition A will contribute
$152.4 million, or 13 percent; and the City of Los Angeles will provide 32¢
million, or 2 percent.

When these contrihbutions are totaled, some $130.3 million 1in additionai- funds
(approximately 11 percent of the MOS-1 construction cost) are needed for the
initial 4.4 mile segment, The berefit assessment program is designed to raise
these additional funds, and alsc to demonstrate to the federal government that
there is a strong local commitment to Metro Rail.

$.3 LEGISLATIVE AUTHORITY AND PUELIC INVOLVEMENT

State Public Utilities Code 33000 et seq. authorizes the SCRTD Board of
Directors to establish benefit assessment districts around one or more rail
transit Stations when it is determined that property would receive special
benefits by virtue of being located near the station, -

Following consideration of a set of recommendations from the Benefit Assessmant
Task Force and of comments made at the January 24, 1985 public hearing, tne
SCRTD Board, on February 14, 1985, approved a resolution to proceed w1th {ne
establishmeat of henefit assassment districts for the Central Business District
and the Wilshire/Alvarado areas. This resalution was forwarded to the Los
Angeles City Council for its review and action, and was reviewed by the
Council's Traffic and Transportation Committee. The Committee recommended
specific amenaments for consideration by the full Council. Cn May 28, 1985, the

City Council held an additiomal pubiic hearing. The resolution was amended and
adopted by the Council on May 31, 1985 and was returned to the SCRTD Board of

Directors. On Julv 11, 198% the SCRTD Board adopted the final resoiution
creating the two special benefit assessment districts.

3
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Publie participation has heen encourzged by the SCRTD during development of tha
program. Owners of property in the proposed districts were notified by mafi 20
day prior to the public hearings h2fore the 3CRTD Board and the Los Angeles Zity
Council, Additionally, three workshups were held to review the prograim with ths
publig, A task force comprised of property dwners in the Metro Raii corricc-
areas and governmental representatives met with SCRTD regularly. The Berafy:
Assessment Task Force made a series of recommendations to the SCRTD regardincz
the benefit assessment program, mc3t of which were incorporated into the Board's
resolytion, Ry way of a formal committee siructure, the :SCRTD also extensively
reviewed the benefit assessment program on a continuous basis wita alid
interested puhlic agencies,

'$.4 BENEFITS

Metro Rail will provide hoth general and specific benefits.

Based on a careful.review of the documented exoeriances c¢f other North America-
cities that built rail transit systems after 1970, it is anticipated that tu-
Metro Rail system will generate a series of henefits for Los Angeles,

The full community should benefit from enhanced accessibility and mobility,
employment opportunities, a stimulated economy, cleaner air, -and a reduction in
the growth of traffic congestion.

In addition to these general benefits, special monetary benefits should be
realized by:

s Owners of property near the stations -=- who should benefit from
increased land values, lease rates and occupancy levels and the ability
to develop property more intensely, where appropriate,

e Tenants of office buildings near the stations == who should herefit fr-.-
improved access and mobhility that Metro Rail would provide and t:-:
reduction or elimination of parking costs for office empioyees and
visitors who use Metro Rafl.

e Hotel operators with facilities near the stations =-- who should henefi:
from increased occupancy levels and visitor access.

e Retailers with stores near the stations =-- who Shouid henefit f~om

increased sales resulting from more pedestrian activity in the staticn
areas.

Major monetary benefits are expected,

It is foracasted that potential private-sactor monetary benefits realized frcm
Metro Rail in the Los Angeles Cantral Business District alone could range from :z
lew of $750 million to a high of more than $1.5 billion, In aadition, tne
construction of the fuil 18.6 mile Metro Rail project should generate more Lhan
$5 hillion in wdges, salaries and salas in the metropolitan area, representing

an equivalent of 12,000 new jobs.




Renefits that property owners near the stations can expect fall intg zhe
following categories:

Appreciation in land values

Ability to command premium lease rates

Higher occupancy levels

Increased retail sales activity

Increased allowable development density near transit stations
Reduced developer and tenant parking costs !

Benefits will occur at every stage of Metro Rail's davelopment,

Benefits are anticipated to occur at various stages of the Metro Rail's
development, For example, land value dncreases may occur once fimal
construction funding for the system 1is publi¢cly announced or once funding
commitments are in place and construction begins. Once the system Spens,
increased sales, lease rates and occupancy levels should occur, and enployzes
and visitors who use Metro Rail should experience reduced transportat on casts.
Increased development density allowances may become possible when the lscai
governing body formally adopts plans for the station areas.

Benefits have been experienced in other cities
with reCently built rail transit systems,

Benefits associated with rail transit systems have been documented in many Nerth
American cities with recently built systems, For example, the value e¢f Jrime
development sites increased over 400 percent near the Washington, 0., Metro
system, At least half of this increase was attributable to the Metrg systen
(1). Premium lease rates between $1 and $3 per square foot per year have [een
sustained in Washington, D.C., Toronto and Montreal within three hlocks of twe
rail transit stations. Increased patronage and sales levels for retaif
establishments after rail transit operations began have heen docurmentedt im
Washington, D.C. and Atlanta, with reported ranges of 5 percent tg¢ 71 parcest
increasas in sales. Three to ten per cent hotel ocCcupancy increasaes have @2v
realized, In Toronto, 90 percent of all new office development occurred neir
the rapid transit system, ° In Washington, D.C., 50 percent of all new commerciaF’
office development has been 1in close proximity to the transit system. Ln
addition, the experience in these and other cities indicates that tenants am2
employees near Metro sStations can anticipate $600 to $1,000 in annual parkimg
cost savings. ' :

(1) Walter Ryheck. Metrorail Imoacts on Washington Area Land Values. Prepared
for the Sybcommittee oun the City, Committee cn Banking, Finance and Urban
" Affairs. U.S. House of Representatives. January, 1981.

5
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S.5 BENEFIT ASSESSMENT DISTRICT BUUNDARIES

A benefit assessment district -is 4 «efined geographic area that has heen
determined to receive special benefits hecause of Metro Rail, Figure 4 snows
the benefit assessment district boundaries for the Central Business District ana
the Wilshire/Alvarado areas. As cornstruction proceeds on additicpal raii
segments, additional benefit assessmanf districts will he established.

For the most part, benefits fron a rapid transit system occur because pedpte
walk some distance to and from transit stations. This creates zdditiona:
pedestrian activity and improved azcess for properties neaf the staticn$. Thig
in turn, results in increased levels of commercial activity and enhancec
opportunity for commercial growth anrd real estate development in transit stazicn
areas. Because of thic, walking distances from the Metro Rail staticn centers
were the primary detarminants of the proposed benefit -assessment dist.ict
‘boundaries. A set of rules regarding inclusion of city blocks, consideration of
barriers to walking and adjustment of boundaries for irregular shapes was
applied in concert with the walking diztances -to define the proposed houndiries.
‘A half-mile walking distance. for the Central Business D0Qistrict and one-~-thirg
mile walking distance for the Alvarado station were used.

S.6 ASSESSMENTS

Working with the Benefit Assessment Task Force, the SCRTD reviewed a variety of
possible assessment methods with the intent of establishing fair and =23uitable
assessments.

Section 33002 of the Public Utilities Code allows assessments to be levied on
both land and improvements, The assessment structure assesses eiiher thz
improvement or the parcel of land on which the improvement 1is sitnd,
Improvements in use as offices, other commercial, retail stores, not2ls and
motels are to be assessed for the square footage of the improvement or the
square footage of the parcel, whichever is greater, These are called assz2ssanla
improvements and have been identified as prime heneficiaries of transit systems
in other North American cities. [If tne parcel is vacant or improved with an
exempt use, the square footage of the parcel jis to be assessed, For zxampie,
- improvements used for warehousing and industrial activities would -0t b2
assessed, although the land on which these improvements are sSited woule be.
Property 1in wuse for residential purposes, property owned by the public ard in
public use and property owned by a qualified non-profit organization and used by
a non=-profit organization would not bhe assessed, Qualified non-profit
organizations would include those generally classified as charitable, waile ncn-
profit trade, business or similar associations would be assessed.
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The annual per foot assessment rate initially will be set at $0.230, witn 3
maximum allowable rate of $0.42, Figures 5, 6 and 7 show the effects of ~=nig
rate structure on three proto-typical properties. Figure 5 $hows a dne-stcry
office building. BRecause the squarn footage of the parcel is greater <thias the
square footage of the assessable improvement, the assessment is basacd on the
parcel square footage. Figure 6 shows a multi-story office building, The
assessahla sguare footage of the improvement is used to determine tre
assessment, hecause it is greater thin the parcel sguare footage. For Figura2 7,
since there is no improvement on the property, the assessment of the parking Tot
is based on the parcel square footace. A single rate for the parcel or the
assessahle improvement was selected, because it is easily explained ana
administered,

Figure 8 shows the rates that could exist 1if current assumptions rzgéraing
funding requi-aments for the system and assumptions regarding potentiai growth
and development hold true. For this chart, assumptions on projected growin ~ére
obtained from the Los Angeles Community Redevelopment Agency for the Cenfreai
Business District and from the Final Environmental Impact Statement fcr the
Metro Rail System for the Wilshire/Alvaradc irez., The maximum rate levels 2r2
not reached on this c¢hart, because the projected rates are hased on ihe
anticipated square footage of new development.

Given that only part of the total construction funds are needed in the ffrsc
year or two of the program, the initial $0.30 rate will be applied during this
period, The rate may be adjusted by the SCRTD over the next few year¢ as
required by the cash flow needs to pay for or finance the Metro Rail system; bul
the rate would not be raised heyond tne $0.42 maximum level, The SCRTJ will
review the rates at least every two years to determine whether they chculd be
adjusted for changes in the amount of assessable square feet that exist is the
district. If additional square feet are present, the ratas could be Igwered
accordingly, depending on cash flow needs.

S.6 EXEMPT PARCELS

In addition to exempt uses, certain types of parcels are exenpt (rowm
assessments, These include:

e land with improvements in use for residential purposas -(except rotels
and motels)

¢ land and improvements owned by a public entity in use for a putsifc
purpose. (If the property is either not owned by a public entity gr is
not in public use, the property is not exempt.)

e Land and improvements owned hy a qualified non-profit crganization &art
in use hy a qualified non-orafit organization, (If the prope~ty i§
either not ownad by a non-profit organization or is not in use 2y a nom-
profit organization, the property is not exempt.) Gualified nori-gro ic
organizaticns would include those whose Qroperties are exempt unde”
Sections 202, 203, 2n6, 207 or 214 of the California devenua 32
Taxation Code.
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S.8 COLLECTION ANG USE OF ASSESSMENTS

Benefit assessments will be collected by the Los Angeles County Tax Collectar
Property owners in a benefit assessment district wno are to be assessed willi o
informea of the assessment amount TOr each year in the appropriate section of
the Joint Consoligated Tax Bill, .

The funds collected in the downtown and Milshire/Alvarado benefit assessment
areas will be used to pay for or finance a portion (approximately 11 percent) ar

__~theTapital costs to build the Metro Rai: stations within those districts. The
assessment revenues will be used as sacurity to back bonds. Assessments will
terminate once the bonds are retired, which cuuld be the year 2008 or eariier.
-If assessment revenues for a given year ire greater than the revenue needs 7ar
that year, they will be used in one of two wavs: (1) to lower the rates for
subsequent years, or {2) to pay off tne honds and eng the assessments at an
earlier date, Total. assessments for the  MOS-] segment (CB3  anc
Wilshire/Alvarado districts) will not exceed the amount needed to pay fcr 0° to
finance $130.3 million 4in capital construction costs plus any associatad
interest, bond issuance and direct program adninistrative C2sts,

S.9 APPEALS AND PETITIONS

Any person who has been assessed will Ye afforded an opportunity to agpeal the
assessment, Consistent with tne Section 33000 et seg. of the Public Utiiities
Code, an appeal proc2ss has been establisned by the SCRTD. Rules and procedures
have been established to make the process both efficient and fair, Any owner of
property or his/her legal representative may petition the SCRTD Board requesting
tnat tne property be excluded from the benef:t district on the grounds that tne
real property sought to be excluded is not benefited or requesting that the
assassment be reduced On the grounds that the assessment exceeds the benefic L3
tne property. Types of appeals may include but are not limited to assessment of
exempt uses or parcels, incorrect square footage of property or improvements,
floor areas that are vacant because of the requirements of regulatory codes,
building inefficiency and property not Jlocated 1in the benefit assessmest
agistricet,
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1.0 INTRGDUCTION

The purpose of this report is to describe various elements of and prasent the
status and findings regarding the Southern California Rapid Transit District's
(SCRTD) benefit assessment program fo. the first segment (MOS-1) of the propose:
Downtown Los Angeles to San Fernando Yal'ey Metro Rail subway system, The
SCRTD has worked extensively with the sectors of the community that will be
affected by this program in order to Jevelop an equitable and affective program,

The report reviews and analyzes commuiity participation, the legal reguiremen~s
of the program, monetary bhenefits that have been realized in other Nerwh
American cities that have implemented rail transit systems, forecasts of
benefits for the Los Angeles Centrai Business District, the boundaries for tne
benefit assessment districts, the method of assessment and specific progran
implementation elements. The contenus of this report have evolved via numersus
meetings involving a Benefit Assessmest Task Force, other committees that were
established to assist in the fornuiition of the S2nefit assassment prcgram anz
the Los Angeles City Council,

1.1 REPORT ORGANIZATION

Chapter 1 summarizes the legal requir2ments for the assessment program,

Chapter 2 describes the Benefit .\ssessment Task Force, public  aqgency
involvement, community meetings, public hearings and the role of the Los Angeles
City Council in the process.

Chapter 3 examines transit-related ‘mpacts and benefits and the experiences of
other North American cities that hive implemented major rail transit systems.

Chapter 4 examines the fundameata: aims of boundary setting, the iegal
requirements regarding boundary defiaition, other key factors that iogically
affect the determination of district houndaries, alternative boundaries and the
approved boundary structure,

Chapter 5 reviews issues that were examined during the process of defining 2
method of assessment for the first phase (M0S-1) of the Metro Rail bhenerit
assessment program.

1.2 LEGAL REQUIREMENTS

Sections 33000 et seq. or the Public Utilitizas Code, which became law irn January
1984, oporovide the SCRTD 8aard of Direztors with the authority to form Denefit
assessment districts, The SCRTD Board is authorized to form the districis and
to levy special nenefit assessments on property within the districts avtar
specific legal procedures are follaowed, Consistent with the Code, the following
steps have heen taken to implement assessment districts.

Tne SCRTD Rcard held a public hedring on January 24, 1685 concerning the
estahlishment of benefit assessment districts. At the hearing, intereszed
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persons appeared and presented matters pertinent to the proposed dJistricts,
Notice of the public hearing was mailed 30 days prior to tne hearing tJ> property
owners within the boundaries of the proposed district., On Fedruary 14, 158%,
the Board passed a resolution t0 proceed with the establishment of the benefig
assessment districts which described the method and amount of benefit
assessments. As required by law, the resolution included the maximum eang
minimum rates of assessment, the purposes for wnich assessments are to he
levied, the estimated cost of accomplishing the purposes, anc dates or
approximate intervals at which the assessment would be levied. The recsclution
contained a map depicting the exterior bhoundaries of the benefit assessment
districts.

The resolution was submitted to the Los Angeles City Council for its raview ang
~action and was reviewed by the Council's Traffic and Transportation Committee,
which recommended a series of amendments to the full Council, The Council heid
a public hearing on May 28, 1985. Notices were again mailed to the property
owners 30 days prior to the hearing, On May 31, 1985, the The City Council
adopted the Committee amendments and the amended resolution, and the resolution
was returned to the SCRTD Board of Directors for final action. Cn July 11,
1985, the SCRTD Board of Directors acoptad the final resolution creating special
henefit assessment districts for the Central Business District and the
Wilsnire/Alvarado areas.

Figure 9 illustrates the Jlegal implementation process established bhy the

enabling legislation and used by the SCRTD to create special benefit assessment
districts.
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2.0 PUBLIC INYOLVEMENT PROCESS

The involvement of hoth puhlic and private interests jn the development of 3
benefit assessment program is assantial for the successful completion of tre
Metro Rail Project, This chapter d2scrihes the public involvement procecs
including the Benefit Assessment Task Force, public hearings, coammunity
meetings, the rale of the Los Angeies City Council and public agency involvement
in the process. -

2.1  BENEFIT ASSESSMENT TASK FORC:E '

In July, 1984, the Southern Califoecnia Rapid Transit District (SCRTD)} 3Bsard of
Directors authorized the General Manager to form a Benefit Assessment Task Force
and to seek recommendations from it on the hest courses of action tc impiement
benefit assessment, A thirty-three mamber Task Force was formed to represant a
cross section of private and publiz sector interests along the entire 18.€ mile
Metro Rajl alignment,

During Task Force meetings, the SCRTL staff presented information, hackgrounc
and conclusions to Task Force memhers. on the benefit assessment. progjram.
Presentations and discussion concerned such general topics as: criteria for
district houndary definition, altarnative assessment structures, révenue azeds
and uses, the assessment data hase, experiences of other North American citias
implementing rapid rail transit systems and anticipated monetary benefits for
the Los Angeles area. The Task ~orce was asked to review a variety cf
assessment  program options and to offer advice and recommendations Tor
consideration by the SCRTD Board ccncerning the equity and appropriataness of
the options. 0n January 30, 198%, the Renefit Assessment Task Force acoptad 3
set of recommendations for consideriation by the SCRTD Board of Directers anc
others involved in estahlishing berefit assessment districts,

The memhers of the Benefit Assessment Task Force included:

Mr, David V., Adams Mr. George Allen

President, Mgrgan Adams, Inc. Executive Vice President
Wilshire Chamher of Commerce

Mr, William Bentley Mr. Morton Rowman

Manager of Real Estate President _

AT & SF Railway Los Angeles Diamond Company

Mr, Waldo Burnside e, genqell Cox

President 4 Chief Qperating Officer Commissioner

Carter, Hawley, Hale Stores, Inc. Los Anqeles County

Transportation Commission
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Mr. Al Dorskind
Vice President
MCA, Inc.

Mr,. Stephen D, Gavin
Chairman
Gavin, Abel & Flanigan, Inc.

Ms, Jan Hall

RATF Chairman

City Councilwoman, Long 8each
SCRTD Board of Directors

Mr. Herman Hendricks
Coleman Security Service, Inc.

Mr. Tom Houston
Deputy Mayor _
City of Los Angeles

Mr, George Lefcoe
Professor
USC Law Center

Mr, William McCarley
Chief Legislative Analyst
City of Los Angeles

Mr. William E, Miller
President
VICA

Mr, Michael A, Nogueria, Sr,
Commissioner

Nepartment of Consumer Affairs
County of Los Angeles

Mr, Jeffery 0lin
Fxecutive Vice President
North Hollywood Chamber of Commerce

Mr, Wayne Ratkovich
Prasident
Ratkovich, Rowers, Inc,

Mr, Bruce Schwaegler
President
Bullocks

Mr, Dan Garcia .
President, City Planning
“ommission

Munger, Tolles & Rickhauser

Mr, John Gostovich
Chairman
A.F. GflmOrg

Mr. Arch Hardyment
Senior Vice President
Security Pacific Natioral Bank

Mr., Melvin Hooks
President B
Minority Developers Asscciation

wp o Stuart Xetchum
President
The Xetchum Company

Mr. Robert Maquire
President .
Maguire/Thomas Partnership

Ms. Marcia Mednick
Vice Chairperson
City Transportation Commission

Mr, Wayne Miyahara
Merit Savings % Loan

Vice President
Production Facilitfes, Hollvwood
CBS Television Network

Mr. Manning J, Post
Chairman :
CBD Citizens Advisory Committee

Mr, Rodney W. Rood
Executive Vice President
Assistant to the Chairman
Atlantic Richfiald Cempany

Mr, Chéistopher L. Stawart
Executive Vice President
Central City Association




Mr. Richard S. Voipert Mr. Bill Welsh
Head, Real Estate Department ~ President
0'Melveny & Myers ' Hollywood Chamber of Commerce

Mr. James Woods

President of CRA Board
Community Redevelopment Agency

2.2 PUBLIC HEARINGS

Two public hearings were held concerring the establishment of benefit assessment
districts. The first was held by the SCRTD Board of Directors on January 24,
©'1985. The resolution of intent to establish henefit assessment districts,
passed by the SCRTD Board on December z0, 1984, was the basis for the heiring.

Public hearing notices were mailed tc the affected property owners on Decamber
21, 1984. An advertisement announ<irg the hearing was placed in the Lss Angeles

Times, the La Opinion, Downtown News, korea Times, the Daily News, the Sentinel,
the LA Daily Journal, the Westlake Pcst and the Rafu Shimpo,

The SCRTD Board approved a Resolution to Proceed with the Establishment ¢
Benefit Assessment Districts on February 14, 1985, which was submitted fo the
Los Angeles City Council, The Council notified the affected property owners
thirty days prior to an additional punlic hearing that was held on May 28, 1985,

2.3  COMMUNITY MEETINGS

The SCRTD held three community meetings to provide information on the Metro Raii
Project and the benefit assessment districts and to solicit comments on the
proposals concerning benefit assessment districts. Two meetings were held an
November 29, 1984 and one on November 30, 1984 at the following locations:

e November 29, Z:30 p.m., Park ®laza Hotel
e November 29, 7:30 p.m., Parker Lenter

¢ November 30, 12:00 Noon, County Hall of Administration

Meeting notices were published in local newspapers and distributed to many
building tenants and property owners in the proposed assessment districts.

At each of the meetings, a slide pres2ntation was made that summarized the Matra
Rail project, its status, the bhenefit assessment districts and the proposed
method of assessmaent. Comments were 2licited from the meetings and cancarns
addressed,

The Benefit Assessment Task Force reviewed the comments and concerns as part of
its procedures pricr to making policy recommendations.
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2.4 LOS ANGELES CITY COUNCIL

After the SCRTD Board approved a resolution to proceed with the establisnmentc of
henefit assessment districts for the M0S-l segment of the Metro Rail system, the
resolution was submitted to the Los Angeles City Council, - The resolution -wvas
reviewed by the Council's Traffic and Transportation Committez, which
recommended a set of amendments. The City Council held a public hearing on :he
resolution on May 28, 1985, anc interested parties had another opportunity tn
voice their opinions before thic elected body. The Council adopted the
Committee recommended amendments and the amended resolutior on May 31, 1285,

2.5 PUBLIC AGENCY INVOLVEMENT

Two on-goning committees: were formed to provide interagency expertise and
evaluation of technical issues regarding the SCRTD benefit assessmeni pragram,
The Professional Development Council (PDC) consists of professional staff from
local public agencies involved in the Metro Rail project. The Interagency
Management Committee (IMC) members represent management level individuals from
these agencies. The agencies and departments represented include:

Southern California Rapid Transit District

City of Los Angeles - Department of Planning

City of Los Angeles - Department of Transportation
City of Los Angeles « Chief Administration Officer
City of Los Angeles - Community Redevelopment Agency
City of Los Angeles « Bureau of Engineering

City of Los Angeles - Mayor's Office

L.A. County Regional Planning Department

L.A. County Transportation Commission

The Committees meet reqularly to discuss henefit assessment subjects. The IMC
reviews POC efforts, resolves technical-issues which remain unsettled and mak=s
recommendations to the SCRTD Board of Directors on requested actions.
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3.0 DEFINITION OF BENEFITS

The wunderlying basis for a benefit assessment program 1S the incidencz aof
monetary benefits resulting from construction of a public improvement, This
Chapter examines transit-related impacts and benefits bhased on the experiences
of other North American cities that have implemented major rail transit systems
since 1970. The types of benefits, potential beneficiaries and the time-frames
in which benefits may be expected to occur as a result of implementing a rapia
rail transit system are reviewed, Monetary benefits forecasted for tre L3s
Angeles Central Business District as a result of implementation of the Meteo
Rail system are also presented. Finally, the implications of these hensfic
experiences on the structure of the Los Angeles Metro Rail.- benefit assessment
" ‘program are discussed.

Implementation of a major public improvement such as a rapid rail system offers
the opportunity for the private. development market to focus Jland use ang
development decisions 1in specific areas. These decisions may rec<ult in a
variety of economic impacts. The documented experiences of North Am2rican
cities that have implemented major rail transit systems since 1970 sugies: that
the economic impacts of transit Systems on property and property owners <an ba
divided 1into two broad categories, hased on the size of the area impacted. The
first category includes effects that occur community-wide and 1in relatively
larqe geographic areas. The Second category includes benefits that ccrue to
specific parcels of land, In addition, these experiences suggest that benefits
are related to the distances transit patrons are willing to walk to and from a
transit station,

The benefits related to implementation of a transit system occur in conjunction
with the phases of development of the system and may extend over 3everai
decades, . [t is important to note as well that property owners must typically
undertake some action such as selling a property, advertising distance from a
station or modifying development plans in order to capitalize on the berefits
associated with the transit system.

Examination of the benefit experiences of Oother citjes with major rail transit
systems in light of the existing economic conditions in Los Angeles indicates
that similar benefits can be expected to occur as a result of implementation of
the Metro Rail system. Forecasted benefits for the Central Business DJistrict
station areas range from a jow of $729 million to a high of §1.46 billion.

Based wupon the incidance of these benefits, there are essentially two ways in
which to implement henefit assessments. The first involves directiy calcuiating
the benefits which accrue to individual properties because of Metro Rail.
However, the analytical tools and required experience forf direct henefit
calculation may not be available to implement this type of program, There is no
legal requirement that this be done as well, A second method of ben2fit
assessment examines the revenue needs against the Tevels of henefit calculated
above to determine whether they ara equitable and then establishes an acsesswent
rate structure which spreads the assessment equitably among the benefitting
properties. This would appear to be the most appropriate means fcr
administering the Metro Rail penefit assessment program.
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3.1 COMMUNITY-WIDE/REGIONAL EFFECTS OF RAIL TRANSIT SYSTEMS

Community-wide/regional effects of rail transit systems include impacts tha%
occur in relatively large geographic areas. Although they cannot be allotte? to
specific parcels of land, a review of these effects provides some insignt intc
the general geographic location of benefits and establishes a basis for t:ze
analysis of specific impacts provided later in this Chapter.

Two of these effects are of particular importance: 1) changes in regionai
growth patterns, and 2) Central Business District development.

3.1.1 "CHANGES IMN REGIONAL GROWTH PATTERNS

One measure of the impact of constructing a regional rapid-transit system is the
extent to which the system influances regional growth. Examination of tne
experiences of other North American cities with major rail transit systems,
which include Toronto, Chicago, Washington, D.C., San Francisco and Atlante

suggests that rail transit systems have an influence on the location angd scala
of urban growth.

For example, Toronto, the city with the most extensive rail transit op2ratinc
history since World War II, illustrates the effect tnat a regional rail trarsi-
system may have on urban development patterns. The Toronto Transit Commission
reports that its system has accounted for, directly or indirectly, the lscatiain
of approximately $30 billion in new commercial construction since the system’'s
inception, Expected future growth as a result of Toronto's system is foracas:
to be approximately $20 billion by the year 200l. Examination of builging
permit activity indicates that, hetween 1954 and 1984, approximately one-half o7
all new apartment construction occurred within walking distance of a rapic
transit statijon.(i) Ouring the same period approximately 90% of all new office
construction occurred adjacent to the city’'s downtown subway System or in cliose
proximity to other regional rapid rail stations. Over one-half of this rew
space was constructed in the last ten-year period near the original Yonga Siree<
system alignment. This can be largely attributed to coordinated planning a:c
the recognition by both public and private intaresis that henefits would =
realized by locating new development within waiking distance of axisting
regional rail facilities.

An empirical analysis entitled "Public Transportation in the <Chicage
Metropolitan Region® ccmpleted for the Governor's Transportation Task Force in
1673 documents significant bhanefits accruing to the Chicago metropolitan arel
over the life of its transit system,{2) For the time-frama between. 1945 z2nz
1970, the study found that the system had generated nearly $€ billion 10
quantifiable socio-economic berefits. Annual regional travel time ang out-cf-
pocket expenditure savings for Chicago-area rasidents was estimated to {©ota)
approximately $240 million, During this time-frame, the existing Chicagn
Regional Transit System had required $750 million in private and public nonies,
and che system was credited with producing cumulative henefits of nearly eignt
times the level of cumulative investment. The vast majority of these benefi<s
wers attributed to the design and location of the transit network ancd its effecZ
on land use patterns and locational preferences of rasidents and businessas, In
liey of sprawling urban growth, clear growth patterns, coinciding with Chicaga™s
ragid transit system, emerged along distinct corridors emanatinyg fiom downTown
Chicago,
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The regional rapid transit system constructed in Washington, D.C. has also
demonstrated an influence on overall development patterns. Between 197¢ and
1982, approximately two-thirds of cil commercial development in the region took
place within sixty geographically defined development centers, forty-six of
which were located near existing or futur2 rail transit stations. During the
same time-frame, nearly one-hal® of z11 commercial floor space constructed in
the Washington, D.C. metropolitan ieJior was located near existing or future
Metro stations, accounting for an ‘nvestment value of over $2 billion.(3)

In Atlanta and San Francisco, the ability of regional rail systems to attract
commercial activity has been less pronounced. While joint-development and other
commercial activities have taken p'ace in scme of the station areas, the lavel
of activity relative to regional growth has not resulted in significant changes
in regional growth patterns in those cities, Even so, both Atlanta and San
“Francisco are seeking major extensions to their systems.

3.1.2 DEVELOPMENT IN THE CENTRAL BUSINESS DISTRICT

A second predictable community-wide/regional effect of a rail transit system is
enhanced development of a community's Central Business District (CBD). The
tendency for development to concantrate near transit stations in Central
Business Districts has been consistently observed in North American cities witn
rail transit systems,

In the greater San Francisco metropolitan area, downtown revitalization has heen
enhanced by the Bay Area Rapid Transit (BART) system, not only in San Francisco,
but also in the older downtown arezs of QOakland and Richmond. BART has erhanced
the ability of the city of San Francisco to revitalize the Market Street area,
and it has facilitated the expansion of the financial district to the area c<outn
of Market Street. In QOakland, BART has played an important role in financing
several public redevelopment projects, which were subsequently instrumental in
attracting a college campus (Laney College) and two major office buildings fin
downtown Qakland. In Richmond, new CBD development has been limited, although
the location of the $30 million Social Security office building was directiy
related to the existence of BART, This building generates property tax revesues
for the city of Richmond that are greater than the tax revenues for the entire
project area prior to BART,.(4)

Significant development in the transit station areas of Atlanta has not yet
occurred, but development that has occurred has been primarily concantrites
adjacent to stations located in the Atlanta CBD and along the Metropolitam
Atlanta Rapid Transit Authority (MARTA) North Line, with the majority locatead
within one or two blocks of a station,(5)

In Washington, D,C., one-half of the commercial development activity® occurring
in the region has been in Metrorail station areas. When the CBD portion of Crat
development is examined, the result 1is even more striking., [n the core
jurisdictions of Arlington and Alexandria, Virginia and the District af
Columbia, 97 percent of the commercial development that was undertaken belween
1979 and 1982 was located in rail transit station areas.(6) For those same
jurisdictions between 1976 and 1980, 91 percent of the net inCrease 1
employment occurred in Metro station areas.(7)

23



3.1.3 CONTEXT FOR TRANSIT-INQUCED, COMMUNITY-WIDE/REGIONAL EFFECTS

This review of transit-related, comaunity-wide/regional effects is not intesdes
to 1imply that these effects are solely the result of the presence af ratl
transit systems, An examination of the experiences of other cities with maj=r
rapid transit systems suggests that two additional factors are particuleriy
important in determining the ultimate level aof benefits that may be derived from
a system.

First is the strength of the underlying commercial market.  Without a strorg
existing market, the effects of & transit system may be limited. For exampie,
the limited development that has occurred in the Atlanta station areas may (e
partially attributable to the general economic conditions existing hetween 137%
and 1982, when many of the MARTA inpact studies were performed, In gererz! .
transit supports development and commercial activity. In San Francisco, far
instance, case study examination oY station areas concluded, "while BART canngt
create markets where they do not exist, it can serve and enhance markets and sct
as a catalyst for public and private decision making,"(8)

A second major factor in determining the potential economic effects ¢f a raif
transit system is the rote of the public sector. The level of public-sectai”
support and the associated public policy decisions clearly impact, both directiy
and indirectly, the benefits that are likely to occur following construciion of
a rapid transit system, Land use planning and decisions near transit stabioms
are one type of public policy decision that directly influence the ranetary
impacts of a rail transit system. '

3.2 SPECIFIC EFFECTS OF RAIL TRANSIT SYSTEMS

Stemming from the community-wide and reqgional effects of a rail rapid tramsic
system are a series of benefits that occur at the individual property level. The
existence of these specific effects provides the primary basis for the
establishment of a benefit assessment program. -
These specific, transit-induced benefits are the result of the rasoonse cof
various commercial markets to the enhanced market identity, increasen
development capacity, and the concentration of higher density development that
occurs in the areas surrounding the rapid transit stations. The market. recngvse
reflects the improved accessibility (both actual and perceived) proviced ©@
properties close to rail transit stations, the channelization of pedastriam
traffic close to retail facilities resulting from transit patronage, the
opportunity to use the rapid transit line as a business selling point, and, #m
some cases, the decrease in the demand and need for parking for customers am
employees.,

The level of benefits accruing to individual property owners will clearly - ioe
related to the wuncerlying strength of the Los Angeles commercial marxet, tim2
willingness of public officials to accommodate transit-inauced growth, tine
tndividual actions taken by property owners and iusinesses n2ar the stations a=g
the joint-development projects that have heen oroposed or are in the coordinatas
design phase at almost every first-phase Metro Raijl station. The joint-
development opportunity in Los Angeles represents a level of private and pubinc
sector coordination that 1is wunprecedented in the United States, and the
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successful completion of these projects snhould further enhance the marwer

identity of the Metro Raijl stations and serve as a catalyst to folIOw-on statiaon
area development,

3.2.1 RECIPIENTS OF SPECIFIC BENEFITS

The owners of real property and the proprietors of hotel, retail, comme-c¢ial
office and other commercial establishments located in the vicinity of Metrc Rail
stations are anticipated to bhe prime heneficiaries of the systen's
implementation, In addition, tenants, visitars and employees located in the
vicinity of Metro Rail stations should enjoy a wider variety of retail shopping
and entertainment opportunities as well as the improved accessihiiity and
convenience offered by the transit system. Erployers may experience greater
visibility and subsequent improvement in emplovee recruitment and retention,

3.2.2 CATEGORIES OF SPECIFIC BENEFITS

Significant specific, monetary ben2fits eanticipated to accrue to these
beneficiaries include:

9 appreciation in land value;

e ability to command premium leasz rates:

e increasad allowabla development density in the vicinity of trancit
stations; '

e increased retail sales activity;

e higher occupancy levels; and

e reduced developer and tenant parking costs.

Rapid transit-related land value appreciation 1is <+the additional increase in
market value that occurs on a property located near a rapid transit statizn. It
is measured as the increase that occurs over and above any increase that may
occur in the same time frame for a comparable property that 1is not in the
vicinity of a transit station.

Similarly, transit-related premium rent is defined as the differentia’ he%tween
higher rents that can be negotiated in transit station areas versus those Zha"
are prevalent in comparable areas not served by rapid transit,

Density of development in the vicinity of transit stations will be refiectiva of
both public and private sector decisions. The development of a transit system
provides the opportunity for public officials to focus land use planning and
policy efforts in well-defined, highly visible areas. This increase¢ pubiic-
sector attention, coupled with the attractiveness of fransit station areas for
commercial development, may generate public policy decisions recarding
deveiopnent density where they otherwiSe would not have even bheen concicered.

Increased retail sales activity occurs as a result of increased concertration of
pedestrian activity in the vicinity of stations.

Increased building or hotel occupancy levels occur as a result of erhanced
market identity of properties located in the vicinity of a transit station. For
hotels, increased demand may result from direct connection to transportacion
facilities or other major activity center$, Such a3 convention centers oFf
meeting places, or from the enhanced ability to package two or more notels to
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compete more affectively for convention business. Increased occupancy in office
buildings occurs more often in older buildings that wundergo rengvacion in
response to the higher lease rates made possible by the presence of the transit
system.

Finally developer costs may be reduced i¥ parkin3y requirements for buildings
near a transit station are reduced. The productivity of the developed spac2 ray
be increased and the break-even rent reduced.

3.2.3 SPECIFIC BENEFITS EXPERIENCED IN OTHER NORT AMERICAN CITIES

These categories of specific effects have ieen documented for cther North
American cities with major rail transit systems. This secticn summarizss tihe
experiences of these cities under two broad ciateaories: land/r2al estate impacts
and sales impacts.

The level of influence that the impliementation of a regional rapid %rancit
system has on the land values of properties surrounding station areas is relaied
to the strength of the underlying commercial markets and the effects of public
policy decisions, As a result, overall lang impacts of transit have varied
among North American cities with rail transit systems, ranging from the minimzl
land-value increases associated with the San Francisco Bay Area Rarid Transat
(BART) System to a level of nearly 31 of net land value increase for each 31 of
capital cost investment, as was experienced in the Washington, D.C. region,

The City of Toronto has experienced a significant, concentrated increase in
urban tand values. Since 1954, over 90% of all new office space and 50% of al!
residential development has occurred within walking distance of raii transit
station areas. Appraisals of individual parcels located within walking distance
of the rapid transit stations indicate that those parcels have expariengerd
yearly increases in value 10% to 15% above city-wide averages.(9) Toronto has
also experienced documented increases in housing values following implementation
of the subway system. Based on a 1978 sample of residents along the Spadina
line in Toronto, the average time savings resulting from the rail transit systen
was 4,11 minutes. Assuming 250 work-related round tripsS per perscn p2r year,
the total commuting time saved by a resident was 34 hours, which was transiatec
into an annual dollar savings of $120 per person. By adjusting the apprcpriata
price indices to reflect the decrease in commuting time, the study dJdetermined
that the effect of the Subway on the market value of an average housa in %he
Spadina area was $2,237 per year.{10)

Among U.S. cities with recently built rapid transit systems, Washingtoan, U0.C.
has experienced the highest level of documented land value increases. A U.S5.
House of Representatives subcommittee report published in 1981 found that
commercial land values in downtown Washington, D.C. increased by $1.6 billion
over inflation between the opening of the Metrorail system in 1976 an¢ 1981,
During this period, significant land value increases also occurred in th2
suburban areas of Washington D.C. served by the system. For example, over $30
million in increasad commercial land values oczurrad in the rail transit staiion
areas of Montgomery and Prince George's counties, and 4t least $100 million wis
added to residential land values in the Arlington County areas served by 1tne
initial stages of the Metro system.(11) These documented increases were over
and ahove the rates of increase experienced by propercies not served by tne
rapid transit system. tlocal assessors’ offices have reported that the value of
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prime commercial office properties ‘ncreacec {ran $1.0C to $150 per square foot
in the early 1970's to an excess cf $3G0 per sjuare f2ct in the 1980's. Premium
rent increases are conservatively astimatea 3t $: to $2 per sguare foct. The
net property value increases assoriaied with tie wWashington, D.C. Metroraii
system are expected ultimately to rough'y ecual the total capital cos: of tne
system.{12) :

The Atlanta Regional Commission has svonsora2d¢ i saries of studies examining the
impacts of the MARTA system, The Commission’s studies on land value changes
indicate that high intensity public and priviie Jevelopments have occurred,
particularly in the Atlanta Cent.-a' 3usiness Jisirict and along the MARTA North
Line, with the majority of develouments within un2 or two biocks of a statian.
Several developments have been .conscructad or zre Dianned with direct access ta
the transit facilities.(13) A tho~ough eanzlysis of property value chaiges
occurring in Atlanta has not yet been pracuces. hut preliminary examinations of
“parcel-level benefits in transit s:aiion areas ;ndicate that, between 1975 ana
1979 (when MARTA service commence.d), averiqe 'ease rates in the Atlanta Central
Business District increased by app-oximat2iy 27 percent compared to an averaga
18 percent increase in two other Ailarta narkaet areas not served by transit, (14}
Initial comparisons between two siation ac~eas where the transit system had sSeen
in operation for two and a half yeir; ang ath2r areas not served by traasit
indicated that, since 1970, tne trais1% stazion a-zas c=xperienced residential
property value increases higher tharn tne ccmcroi dr2as -- 263 percent vs. 213
percent in one case, and 364 perceat y¢s. 191 oercest in Che other case.(ld)

In Miami, a study by the Departmeat of ?rop2rty Appraisal found that changes in
property values varied widely among s:aticn are-s from 1980 to 1983, wsth
overall increases ranging from 1 par:ent to 15C percent, The median increazse in
property values was approximately 33 perzent over this time span.{16) The
influence of the underlying market zppeired 3art.clidsiy significant in this
case, The lowest level of lard appreciation was experienced in 2reas
characterized by single family anc &partmeat structures in poor condition ard
poorly served by retail businesses. Station areas experiencing higher land
value appreciation were located 7r€a~ dquality cetail businesses and higrer
quality housing -- areas with a strcnger economic base. In general, resideatsia
areas tended to have a lower rate cf anpracia:icn, while the highest overzll
level of land value increases were :n th? 4iami dIwrtown area and Other axisting
commercial centers served by the firsi-phase of Miami's rapid rail system.

Examination of the impacts of the San Francisco BART system on station-area iand
values fndicates that the system has nad a positive, but limited, effect. The
BART system has contributed to iacreased ieas? rates in the Central Jusiness
District areas of San Framcisco, Oikland and Richmond since BART service
commenced. In addition, land value incr2ases in the Mission district have been
partially attributed to the transit system. Sufficient information is currently
not available regarding the effecte of BART on land values in any of the C3b
areas.(17) The BART experience supports the importance of public sector actions
on the ultimate effect of a transit system. Public policies adopted at the time
of BART planning and implementation did not fromote the development-generating
potential of the system and may have 2ver jecved to counteract the system's
potential economic benefits, Specifically, the down-zoning of land in sowe

station areas likely had the effeci of campaning land value increases. To same
extent, these policies may have bzer. tha reiult of lack of recent axperience

with major rapid rail systaws, given that BERT constituted the first major
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system to be constructed in the United States in some time, In addition to tne
effects of public policies, perceptions oy area residents of limited
accessibility and poor service provided by BART may have detracted from thre
system's land value impacts.(18)

The implementation of a regional rapid transit system may also influence <the
level of retail sales activity that occurs near the rajl transit statione,
principally for two reasons. First, there will likely be a higher concentratior
of office employment and retail establishments near transit stations. Segnng,
the system’'s ability to channel pedestrian traffic and extend the noon-time
shopping domain of employees may increase the amount of retail purchases,
Because levels of retail sales can be directly influenced by transit system
patrons, before and after surveys of retail sales activity yield another measure
of transit system benefits,

Studies conducted by the Atlanta Regional Commission provide the best availaple
documentation of the impacts of rapid rail systems on retail sales for stores
located near transit stations. A survey was conducted among a number of Atlanta
business owners, asking their opinions on the effects of the system on retail
sales, The survey found that 49% of the respondents expected their sales to
increase as a direct result of the rail station.(19) The distance the
respondent’s business was from a MARTA station played an important role in jiow
the respondents perceived benefits from the system, with owners located clisert
to the station anticipating a higher level of benefit.

Research in other cities indicates a high degree of general reliance for major
downtown retail centers on public transit. For example, a large retail complex
in Philadelphia, Gallery I, was developed in conjunction with a transit station
providing access to several rail systems - subway, Port Authority 7Transit
Commission of Pennsylvania (PATCO) and the high-speed Lindenwold rail line to
suburhan New Jersey. A major retailer in the complex, Gimbel's, conducted
surveys which showed that a majority of its patrons arrived by transit. In
addition, after the complex opened in 1977, PATCO reported that weekend trips to
the station serving Gallery I had set new highs and weekday trips were w=2l]
ahove 1977 levels.(20)

An additional benefit resulting from rapid rail transit is increased off-peak
ridership. When Washington, D.C. opened its first 4.6 mile rapid transii
segment, it experienced a third peak ridership period (in addition ts the
morning and evening peaks) from retail-oriented trips during the noon hour, The
downtown Woodward & Lothrop department store experienced a 70% increise in
customer traffic when the Washington Metro Blue Line opened beneath its store.
This increased customer volume has been sustained,(21)

3.3 BENEFITS RELATED TD WALKING DISTANCES

As can be observed from the previous discussion, transit-induced, specific
benefits occur n relative proximity to the transit stations. Based c¢n
interviews of groperty cwners near transit stations in Atlanta, Miami anc
Washington, D.C. and on the recognized relationships between pedestrian activity
levels and transit-related, - monetary benefits, it is clear that the
determination of the geographic extent of mcnetary benefits is related to the
distances that people will walk to and from transit facilities,
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Several studies of other North American transit systems have examined walking
distances to and from transit stops tu provide some insight into distances
patrons are willing to walk when wusing a transit system. Those data are
summarized in Table 1, In the cises where only the walking distance to the
station/bus stop was measured, the stated figure is also assumed to be roughly
reflective of the distance a patron is willing to walk from the staticn to reach
his/her destination.

The data in the table suggest two coaclusions., First, riders will apparently
walk a greater distance to gain access ¢0 a rail system as opposed tJ a bus
system, presumably- because of the nigher Jlevel of service and perzeived
reliability of rail systems. This finding it suggested by the Toronto/Edmonton
.Study and appears to be supported by the data in Table 1, Second, a
conservative estimate of reasonable average walking distances appear to fall
within the general range of 1/3 to 1/2 wnile.

3.4 TIMING OF BENEFITS

Benefits associated with the imptementatiin of a rail transit system do nct
necessarily occur at once but ara relzted o *he varicus phases of transit
system planning and construction. This jection examines this time cycle of
benefits.

The cycle of land use impact begins whan the marxet hecomes convinced trat the
transit project will take place. In other U.S. cities, such as Atlanta, San
Francisco, Washington, D.C., and Miami, this occurred when a regional referendum
was passed. In the case of the Los Ang2les dMetro Rail project, the announcement
of a federal grant approval for the first-phase segment of the system wouid
likely serve as a comparable critical esent.

Other events that may influence the market response include the first visible
signs of construction and related pubtic znnoincements, the beginning of testing
operations, and the opening day for a system jegment or station. In additicn %o
events related to system construction o~ operation, formal changes in rules
governing development, such as the adoptior of station master plans or density-
bonus zoning programs may provide an imnetus for development of long-range real
estate plans or initial land assemblage efforts. In those projects wher2
developers reach coordinated design aigreements with the transit operator,
construction will proceed in conjunstion with station construction. Tenant
response to transit station location ro-mally does not occur until just prior ta
system opening,

The overall land use impacts of the traasit system evolve over the planning,
construstion and operational phases assaciated with the system.

3.4.1 PLANNING

Buring the eariy phases of transit syst2m development, land use impacts may
result from land speculation. For example, in Atlanta, over 90 percent of all
vacant or underdeveloped parcels of five acres or more lgcated close to staticn -
areas were purchased within jess than thirty days of the passage of the area's
reqional transit-related bond issue, gen2rating the first round of land
appreciation. Developers of land parcals close to transit statians evaluare
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TABLE 1

RAIL SYSTEMS

TRANSIT-ASSOCIATED WALKING DISTANCES

CITY

WALKING DISTANCE

MEASUREMENT ;AND SQURCE

Atlanta

San Diego

Toronto/Edmonton

Washington, D.C.

.6 miles

3.1 blecks

Average walking distance to
stations {1980 On Board survey
of 9,000 MARTA users)

Median walking distance frcm
transit station to downtown

~ “ destination (1983 Ridershin

.5 mites

1.1 miles

survey of 5,700 users)

Median walking distance t2
station (1980 Survey of Z,000
Employers/Residents)

Median walking distance to
station (Prediction curve
hased on 1979 onboard survey
of 3,000 workbound METRO
users)

—

BUS SYSTEMS

CITY

. WALKING DISTANCE

MEASUREMENT AND SOURCE

San Francisco/
Cakland

Miami

Honolulu

- 2.7 blocks

.3 miles

1.4 blocks
{approx. .14 miles)

Average walking distance from
starting point to bus {1979
On Board survey of 1,5C0 bus
users)

Average walking distanca to
and from the bus (1930 On
Board survey of 26,000 bus
users)

Average walk1n§ distarce to
the bus (1982 Survey of 2,800
bus system users)
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market expectations for these properties. The level and timing of spectlative
land use investment will depend upan the overall strength of the real estate
market in particular station areas and on the timing of station master pléns ang
similar zoning changes and activities. For instance, given a strong real estate
market in a station area and the early adcption of associated land use plzans ang
zoning, speculation prior to commencement of system construction is likely,

In other cases where the market is weaker or the status of public pslicy
decisions injects ambiquities intc the real estate and development decision=-
making process, land speculation may te delayed or may not occur at all. This
was the case in Oakland, where land speculation and actual development did nct
occur until several years after the BART stations opened. The timing of srivate
sector response to station area develcpment opportunities may also be influenced
by the local transit authority's wiilingness to design and construct staiticn
" facilities cooperatively with adiacent new development. Notahle examples of
this type of joint development include the Southern Bell office headgquarters
building 1in Atlanta, the International Square building in Washington, D.l., and
the Bakery Development and Dadeland Ncrth Complex in Miami.

3.4.2 CONSTRUCTION

During system construction, where local veh:cular or pedestrian traffic may be
disrupted, negative impacts can OcCCur. These negative impacts are mcst
pronounced for retail facilities that are isolated from customer parking or that
are made less accessible by the rerouting or pedestrian traffic or by strest
closings. Retail sales declines during this time period are not uncommon. In
addition, due to uncertainty of the merket caused by such general inconverience,
older or marginal office buildings with short-term lease agreements can
experience increased vacancy rates. Fowever, the introduction of new feeder hus
lines and the subsequent concentrétion of bhoardings and alightings ciose to
future station locations may initiate some of the positive land wuse impacts
anticipated to eventually occur to a creater degree from the intrcducticn of the
rail system.

3.4.3 COMMENCEMENT OF RAIL OPERATIONS

When the system's opening day occurs, the lccation of a business relative to the
new stations may become a part of the business' advertising, As ohserved in
Atlanta, Washington, D.C., and Miami, adver:uisements for commercial spzce will
typically identify the distance from a station, Through this prccess, the
market identity of the station areas will hegin to be formed.

3.4.4 FULL SCALE TRANSIT OPERATIONS

With full scale transit operations, follow-on development and commercia:l
operations should occur in station areas, depending upon the underlying strength
of commercial markets and the influence of public policy actions. Ccupled with
- announcements of tne implementation scheduie of the next phase of constructiorn,
the system's martet identity should be positively reinforced. At this stage,
there may be announcements of larger-scale or air-rights developments that .could
not he initiated uatil the system’s operations began. These announcements wili
likely generate further appreciation of property values and enhance the lease
rates that can be charged for new and recently vacated commercial space.
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Additional development may occur in 5tatior areas after the degree of succass of
initial projects has been demonstrated, The ability of the rail transit system
to enhance the strength of existing mérkets can bhe observed and documented in
the rehabilitation of older buildirgs in statfon areas., Where land assemnlage
is difficult, large-scale developers may rehzhilitate older buildings To reduce
holding costs while they proceed to negotiate the purchase of adjacent
properties for half-block or fu.l-blick development projects. This type of
activity does not usually occur until Five to ten years after formal opening of
the system. Mid-corridor and suburtan area development activity oftan lags
behind downtown development, Since the dcwntown portion of most rail systems is
usually constructed first, The prsitive impacts of a major rapid rail project
will extend over saveral decades.

.

3.5 DIRECTLY REALIZED VS. POTENTIAL BENEFITS

This examination of transit-induced berefits strongly implies that monetary
benefits can be fully anticipated for rew trarsit systems, Such as the proposed
Los Angeles Metro Rail system, Yow2ver, the actual realization of direct
monetary benefits will likely fcl.ow the time cycle described in tne p:receding
section and will be directly in‘lienced by individual market <conditicns,
business goals, locational factos,s including distance to the station, and
specific actions taken by the property cwners and businesses 1in the <iransit
station area.

Implemantation of a rail transit system provides the potential for monetary
benefits, but the actual realizatior of these benefits may require a variety of
actions on the part of the potertial beneficiary, e.g. the sale of land, the
advertising of the distance to the transit station, building demolition cor
renovation, or ingress/egress changes.

3.6 FORECAST QF MONETARY BENEFITS FOR THE LOS ANGELES CENTRAL BUSINESS
DISTRICT

As discussed earlier, two factors are clearly influential in deteraining the
ultimate impacts of a rail transit system: 1) a strong underlying market, 3ind
2) accommodating public policies. '

Preliminary market projections in Los Angeles indicate that the Metro Rail
system is expected to generate similar effects as experienced in Chicago,
Toronte and Washington, D.C. An analysis conducted for the Los Ang2leas
Community Redevelopment Agency by Economic Research Associates projects that the
Metro Rail station areas will absorh approximately 44 percent of the Los Angeles
regional market for office space between 1989 and 1995 when the Metro Rail
system is at least partially in place. This can be compared to the estimatzc 17
percent of the market tnat the same areds would Le expected to capture in the
absenca of Metro Rail. The study projects an approximate 12 percent increase in
hotel room demand in the Metro Rail station aress during the same time frame,
given construction of Metro Rail.(22)}

Overall, up to 53 million square feet of additional commnercial space in the
market areas to be served by Metro Rail is expected to be developed between 'n0w
-and the year 2000.(23) A market Study conducted in 1983 concluded that "the
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(Los Angeles) region is emerging as the primary West Coast (center - for)
corporate  headquarters, finance, Pacific basin trade and aerospace/hign
technology. This growth will continue  at least through/ the nrext two
decades." (24) In addition, joint development planning and project paciaging
efforts have been undertaken by the Southern California Rapid Transit District
for the Metro Rajl system at an earlier stage of system development than was the
case in other U,S, cities. 1In light of these conditions, it is not unreasonaile
to expect that the Metro Rail system will enhance this growth and serve to make
3 strong market even stronger, resulting in a variety of benefits that should
accrue to properties in the vicinity of Metro Rail stations. :

The second precondition for optimizing the benefit-generating potential of Mewra
Rail is the public sector's actions 1in terms of allowing and accommodating
- transit-induced growth. The planning agencies in the Los Angeles region
recognize the need for public policies that suoport a rail transit system.
These agencies are in the process of producing land 'use plans to enable the
realization of development benefits 1in Metro Rail station areas. In most
station areas, Specific Plans, which will have the force of law if adopied, hava
been proposed that provide for the concentration of development density ang
commercial activity 1in the areas immediately adjacent to Metro Raii staticns,
As a result, the development opportunities that may occur in conjunction with
the Metro Rail system shouid not be seriously impacted, as they were in San
Francisco, for example,

In other cities with rapid transit systems where these two conditions were met,
positive benefits have bheen observed to occur with some consistency. This is
true even though these cities reflect a wide variety of geographic, ecanomic,
social and political conditions. These positive henefits will be experiancec in
Los Angeles as a result of the construction of the Metro Rail system.

A praliminary forecast has been made for the monetary benefits that shculd occur
in the Los Angeles Central Business District (CBD) near Metro Rail stations,
indicating a range of bhenefits from $729 million to $1.46 billion by th2 year
2000. This forecast effort included an examination of the level of tenefits
projected for three separate land use categorijes: office, hotel/motel and
retail, Table 3-2 provides a summary of these forecast monetary benefits for
the subject land uses. The following sections examine the details of <zhese
forecasts. while there are secondary or indirect influences of rapid transit
systems on other land uses, such as wholesale or institutional, these influences
are marginal compared to the primary land use categories indicated.

3.6.1 RECENT TRENDS IN OFFICE SPACE DEVELDPMENT

Commercial office space has dominated new development in the Los Ang2ies (2D
over the past twenty years, representing nearly 85 percent of all new Los
Angeles CBD construction since 1965. Office space constitutes the largest
category of building use in the Los Angeles CBD. DOuring the past 35 vears, &7
high-rise (8 or more storijes) commercial office buildings totaling approximately
25 million square feet have been constructed in the Los Angeles CBD. _ Tre
existing commercial office space inventory in the Los Angeles CBD is estimated
at 28 million net rentable square feet. Of this total, almost two-thirds (33
million square feet) is <situated in prime high-rise structures, with tie
remainder scattered throughout the CBD, principally in relatively smaller,
older, and often deteriorating bhuildings.
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The largest market demand for futur2 office space in the Los Angeles CBD znogic
come from existing tenants of major builcings. Between 1984 and 2C01, trn=
average annual increased demand from this tenant base is over one million sguars
feet of new space, assuming a four to five perzent annual growth rate.(25! Cue
to recent relocations of labor-intensive clerical and data processing centers
such as Southern California Gas Company ana Bank of America, to sudurtar
locations and to the normal competition from other established office cencers.
the Los Angeles CBD's net capture of this marxet has only been abcut fitty
percent of this one million soudre foot total. The Metro Rail system shoulc
allow the CBD to increase its long-term capture rate for this market <o &2
percent {26), resulting in an additional 3 million square feet of office space
in the CBD by the year 2000.

The second market segment that should he influenced by implementation of Merro
Rail is headquarters office buildings, Los Angeles is becoming a m3jdr
financial center for the Pacific Basin and a prime location for internaticaal,
national, and regional headquarters office facilities. The Metro Rail sustes
could influence firm$s engaged in iocation decisions for headquarters faciltifes.
Over the next seventeen years, two t) thre= additional headquarters office
facilities could potentially be attracted to downtown Los Angeles in respoase tc
the Metro Rail system, representing an additional 1.5 to 2 million square feez
of office space.

Combining these two market segments produces a forecast of 4.5 to 5 miiffon
square feet of additional office space in the CBD by the year 2000. She ©
million square foot figqure will be used to estimate monetary benefits,

3.6.2 FORECAST ECONOMIC BENEFITS FOR OFFICE SPACE

The Metro Rail System should generate four types of economic benefits for gwers
and developers of office buildings irn downtown Los Angeles:

¢ Premium lease rates;

o Increased site utilization or density of development;
® Increased occupancy levels; and

o Increased land values.

Monetary benefits for each category have been estimated by determining the Iow
and high range of the appropriate measurement, such as lease rate per sJuare
foot, that is expected after construction of Metro Rail. Two zones ia the
vicinity of the Metro Rail station were examined: a one block radius (J to 6CT
feet) and a two to three block radius (600 to 1800 feet).

In estimating the potential premium lease revenues attributable to Metro Rzii,
the range of increase within the immediate station area (0 to 600 foot ragfus:
was estimated to be 51,00 to $2.0C per square foot per year, fFor progerties
located 1in a 600 to 1,800 foot radius from the station, annual premium reni wds
set at $0.50 to $1.00 per square foot.(27) Jverall, this represents a 2.5 zo IO
percent premium over prayailing lease rates, For the low @astimate, t7e
potential annual premium lease revenue is estimated at $35 million. At the high
pnd, the opotential anmeal - premium lease revenue is estimated at $71 millton.
Between 1984 and 2G00. the value of these increased lease rates is estimateg €O
be hetween $235 million and $476 million,




“Increased aliowahle development dersity is not expected to constitute a major
henefit in the CBD Metro Rail station areas, because the prevailing down-own
Floor Area Ratio (FAR) is already relatively high. Nonetheless, an example of
increased FAR that has been achigved in the Los Angeles CBO is in the Pershing
Square area, where the Jewelry Mart dJeveloper paid 310 per square fcot <or
approximately 20,000 square feet of increased FAR development, Examination of
selected air rights sales indicates that the value of increased development
density ranges from $10 to $20 per additional square foot of development within
the immedjate Metro Rail station ar2as and $5 to $10 in the areas located 603 1o
1,800 feet from the station.(28) It is estimated that only five percent of tne
office development expected 1in the immediate station areas woulc involve
increased sjte utilization, with the greatest potential at Union Staticn, AT
the 600 to 1,800 foot radius from the station, it is estimated that ten parcent
..of the development would involve higher site wutilization. Based c¢n thase

assumptions, the market value of increased development density is estimated
between $7 million and $17 million. R

For certain property owners, the Metro Rail system should provide tae
opportunity to achieve higher Jlevels of occupancy. Principal beneficiiries
should be the owners of older refurdbished office huildings. To be conservative,
increased occupancy levels were assumed not to occur in commercial buildings
located in immediate station areas. Within the 600 to 1,BCQ foot radius, it fs
estimated that two to three million square feet of older, refurbished offic?2
space would experience increased occupancy levels of five to ten percent. This
increase represents an annual revenue increase of hetween $1.5 and $6 million,
assuming an annual lease rate of $15 to $20 per square foot. Overall, this
translates to a cumulative value of hetween $10 and $40 million.

Land values of commercial properties located near transit stations in other U,S.
cities have increased by as much as 100 percent over prevailing appriciaticn
rates within ten years of the opening of a rapid transit system (2.9.,
Washington, D.C.).(29) A more conservative range of $50 to $100 per square foot
for properties in the immediate station area and $25 to $50 per square foot for
properties in a - 600 to 1,800 foot radius was used to estimate land varue
increases in downtown Los Angeles, Applying these rates of property
appreciation (which translate to a 15 to 35 percent increase over current
values) to estimates{30) of the existing square footage of privately-owned lana
within these station areas indicates that, by the year 2000, the cumulative
increases in land values would range between %430 and $360 million,

In total, the estimated monetary value of Metro Rail-related dffice impacts in
the Los Angeles CBQ ranges from $682 million to $1.39 billion.

3.6.3 RECENT HOTEL TRENDS

Since 1970, 2,910 hotel rooms evaluated as suitable for business, ccavention,
and tourist travelars (Class A) have been constructed 1in the Los Angeles CBD.
This new hotel construction took place in four major facilities:

The Hyatt Reaency (1973--487 rOOmSA'
The New Dtani and Gardens (1977--4 8 rooms } 3
The .Westin Bonaventure (1977--1,500 rooms); and
The Sheraton Grande {1984--475 rooms).
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In addition, the Biltmore Hotel's -emodz2ling, completed in 1979, returnead anm
additional 1,000 rooms to Class A status in the CBO.

Currently, the inventory of (Class A hot2] rocms in the Los Angeles (CBC is 5,409,
~ which incorporates eight major facilities.{3l) Between 1980 and 1984, avarags
Los Angeles CBD room rates per person per night have increased almost +ifty
percent ($45,93 in 1980 to $69.89 in 1984), while Los Angeles (Ccunty rates
increased ahout 38 percent from $47.78 to $65.83.(32)

4

The most significant influence of the Metro Rail System on the Los Angales CEE
hotel market stems from new office development. Using the industry standa~g of
one room for every 7,500 to 8,000 square feet of office development, aoplied to
~the 5 million additional square feet of office development -expected to oCcur &S
2 result of Metro Rail, the year 2000 CBD hotel demand can be expzcted tcC
increase by 625 to 666 rooms, resulting in an approximate increase of 154,300 tc
177,000 room nights per year. o

3.6.4 FORECAST ECONOMIC BENEFITS FGR HOTELS
The principal monetary effects of Matr¢ Rail on hotels are z2v:Zectad it¢ bhe:

e Land value increases; and
e Increases in retail sales voiumes and subsequent increases in profits to
retailers. :

The complex nature of establishing baseline hotel room rates makes it difficuiz
to jsolate changes in room rates attributable to rapid transit, This waz
confirmed via interviews in Atlanta, Washington, D.C., and Toronts, Canata.
Thus, monetary benefits have heen estimated by determining the potential low ant
high range of changes in the appropriate measure, such as land value changes pe~
square foot, and by applying the number of rooms or amount of square fcotags
included within the one block and the two to three bhlock areas.

" Land values of commercial properties ldcated near transit stations in othe:r U.S.
¢ities have increased by as much &s 100 percent over prevailing appreciaticn
rates within ten years of the ofpening of a rapid transit system (e.3.,
Washington, D.C.).(33) A more conservative range of $50 to $100 per :=quare foot
for properties in the immediate station area and $25 to $50 per square foot for
properties in a 600 to 1,800 foot radius was used to estimatz land velue
increases in downtown Los Angeles, Applying these rates of property
appreciation (which translate to a 15 to 35 percent increase over current
values) to estimates (34) of tne existing square footage of land devoted %0
hotel uses within these station areas indicates that, by the year 2002, the
cumulative increases in iand values will range between $11.5 and %23 million,

Sales impacts for retai! facilitias located in hotels were estimated for tha
year 2000 using average 1984 room rates ane¢ per diem expenditures fur Los
Angeles hotel guests of $70 and $30, respectively. and an average occupancy rate
of 70 percent, Cumulative astimates were hased on a proportional increace 17
rocm dewmand between the years 199C and 2000. The annual retail sales gains ar2
estimatad to be between $17,6 and $21.8 million. The overail cumulative gain i3
estimated to be between $79 million and $98 million. Applying an approximzte 4
percent profit margin to these levels of sales, this equals a benefit of between
- $3.2 million and 53.3 million,
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In total, the cumulative monetary value of the Metro Rail hotel impacts in the
year 2000 is estimated to be between $14.7 million and $26.9 million,

3.6.5 RECENT TRENDS IN RETAIL TRADE

Currently, the Los Angeles (CBD contains approximately five million square reer
of retail space, including: approximately 4.45 million square feet offering
shopper goods, an estimated 380,000 square feet of eating and drinkirg space,
nearly 125,000 square feet of convenience goods, and approximately 60,000 square
feet of personal services retail space.

Substantial shifts have occurred in the retail segment of the lLos Angeles (8L,
~ For example, the traditional shopping domain along Broadway has been trans’ormed
into a successful Hispanic-oriented retail area, while more traditional retasl
facilities are now locating along the expanding 7th Street corridor, which
connects Broadwdy to the rapidly growing western end of the (BD. Llong-standing
downtown anchor department stores (e.g., Bullock's and May Company) have down-
scaled their facilities and will soon open outlets within the new Citicorp
regional retail center {currently under construction at 7th & Figueroa Streets:,

A number of the new major commercial office buildings and hotel facilities
constructed since 1970 (e.g9., ARCO Plaza and the Westin Bonaventure Hotel) have
incorporated quality retail space within their developments. In addition, thre
Los Angeles Community Redevelopment Agency has successfully encouraged retail
developments to serve Bunker Hill, Little Tokyo and Chinatown residents, in
short, the base and mix of the Los Angeles CBD retail core is charging
significantly.

Average yearly expenditures for (BD office employees are expected to in:rease
from their current level of $1,300 to $1,400 per capita to $1,400 to $1,50C, if
the Metro Rail system is implemented.(35) A recent Urban land Instituta (ULI)
study correlated the number of downtown office workers and 1977 CBD retail sales
for fifteen major U.S. c¢ities. The results of that survey indicate that, on
average, an increase of 1,000 office workers is accompanied by a $3.32 million
increase in annual retail sales. [In 1984 dollars, this increase translatas to 3
34.9 =milliom increase in salas for each additional 1,000 office workers, Using
the approximately five milliom square feet of additional Metro Rail-induced
office space demand which was ctalculated previously to estimate the increise in
office workers im the (3D aftar Metro Rail, this translates to approximataly
$122 million 1im increased retail sales. Assuming an average. of $250 in retail
sales required to Support a sguare foot of new retail space, this would mean
that the Metrp Rail system office employment impact would generate cemind for
430,000 square feet of retail development,

3.6.56 FORECAST ETDKOMIC BENEFITS FOR RETAIL TRADE ESTABLISHMENTS

Yetro Pail will cenerata momerary benefits to the retail sector served by the
system which will take the form of increased profits to retailers. Retail
facilities tmat arz located im hwildings whosa use is predominantly offica coula
rot be broken twl s2paratzly amd are therefore not included in this analysis.

Fer the analysis of the retay] sajes impacts of the Metro Rail system, the

annual year Z000 retail sales volumes were calculated separately for C3D
employees, residents, amd hoted guests. The results indicate that by the year
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2000, the annual retail sales inzreases will be between 3166 and $206 millian,
On a cumulative basis, the total increase in ratail sales from all sources will
range from $857 million to $1.2 bi*lion, The calculation of profits frcm saies
increases was based on a conservative estimate of three to four percent profit
margin on retail sales from emploveey and residents, and three to five perceit
profit margin on expenditures from hctel guests. These profit margins, wnen
applied to the estimated retail sales increases, indicate that, by the year
2000, annual retail sales profits will be $5.% to $7.6 million, On a cumulative
basis, this translates to a range > $32.3 to $42.5 milliony

3.7 LIMITATIONS IN MEASUREMENT

L)

"The state-of-the-art research in the land use impacts of transportaticn systems,
including regional rapid rail systems, does not provide sufficient empirscal
résults to measure or predict parcel-lavel real estate gains precisely, A majcr
reason’ is the heightened awareness that should be gained over time by both the
private and public sectors of how 20 optimize the land development opportunities
of rapid rail systems. This must be considered when examining the resuits
achieved in other cities, complicating the analytical probhlem even further, For
example, the marginal land developmant influence of BART may be in part a rasult
of the lack of both public-policy commitment and privata sector understanding in
this regard, As such, the BART impact studies must be viewed with some caution
when projecting impacts of Metro Rail in Los Angeles.

A second factor is that the data bases associated with major new rail systems
throughout the United States and Cinada are somewhat limited. As experience is
gained in quantifying the land use effects of rail transit as a result of longar
experience with systems such as BART, Washington's Metro and Atlanta‘'s MARTA,

considerably more complete impact analysis results are expectzd to become
available.

A third limiting factor is that traasportation or location is nct the only
factor that determines land value, occupancy levels, or commandable lease ra%es.
As noted earlier, the strength of the underlying commercial markats is an
essential determinant of benefit., In addition, the effects of a rail tiransit
system will be significantly impacted by public policies and decisions. It is
difficult to isolate what portion of a change in land value or to what degree a
change in growth pattern 1is directly attributable to the tranSpOrtatian
improvement. At present, the empirical tools for isolating transit's land use
impacts have not been fully developed, although the cumulative experience gainad
in other cities over time should alsoc alleviate this situation.

Nonetheless, there is significant evidence that rapid rail systems positively
influence land values and development potential of properties surrounding rapi3
transit  stations. With a strong underlying market and supportive puhlic
policies, regional rapid ra2il transit systems have bheen seen to enhanc? and
suppor~t substantial levels of commercial activity. The henefits notad earlier
-- enhanced land values and development densities, enhanced lease ratas aad
occupancy levels, increased retail sales and reduced parking costs -- result
from this influence.

38

el L

b



3.8 UNDERLYING PRINCIPLES OF BENEFIT ASSESSMENT PROGRAMS

Thus far, this Chapter has focused on the benefits that occur as the result of
the implementation of a rapid transit system -- what they are; where, when arc¢
why they octur; and who the principal beneficiaries are, [n addition, facrors
that may enhance or prevent the occurrence of henefits in transit station areas
have been expiored. The experiences of the North American cities with major
rapid rail transit systems that were studied indicate that, when the underlying
market is strong and public policies are supportive, a wide variety of benefits
occur in transit station areas. Because these conditions have heen essentially
met in Los Angeles, the Metro Raijl system is expected to generats sSimilar
benefits.

--It is important that the concepts of transit-associated benefit be urderstood
and accepted as a part of the consensus-building process for a benefit
assessment program. Once this occurs, the foundation for a benefit assessment
program has been essentially established, The purpose of a benefit assessment
program is to provide a means to use a portion of the benefit generated ty a
transit system to finance part of that system. This section briefly summarizes
the various ways this can be accomplished, :

3.8.1 SPECIAL AND GENERAL BENEFITS

Statutes and case law distinguish between “special® and “general” benefits
resulting from public improvements. Special benefits are those that are focused
on parcels in or near the project, and are thus said to be "location specific.”
General benefits are those that are so widely spread throughout the communily
that they cannot be ascribed to particular parcels, e.qg., reduced air potlution
levels., lLegal practice, often backed by statute, dictates that only special
benefits can be subject to benefit assessment, Similarly, only projects that
produce special benefits may be financed through benefit assessment.

3.8.2 DIRECT vS. INDIRECT BENEFIT ASSESSMENT

There are essentially two methods upon which to base benefit assessments. Tine
first method directly calculates the special benefits which accrue to specific
parcels of 1land and applies an assessment rate to the level of bhenefifrs which
accrue to each parcel owner, referred to here as "“direct benefit . assessment.”
Alternatively, the benefits can be assumed to be distributed in a given area
surrounding the transit facility, based on the influence of other factcrs, such
as distanca from the station, for example. In this case, the revenue
requirements for the project are determined and an assassment program 1S
designed that levies assessments equitably among the benefiting property oOwners,
referred to here as “indirect benefit assessment.”

.1 DIRECT BENEFIT ASSESSMENT

Direct henefit calculations have been utilized in some benefit assessment
districts in California, Several methodologies have bheen useda for

computing benefits in these cases hut each method introducas various

pronlems when efforts are made to appfy them specifically to the Metrs Rail "~

benefit assessment program, In particular, where a direct determination of
benefits has been undertaken, a necessary prerequisite is that there b2
other parcels within local boundaries, with the same zoning and where
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similar improvements have already occurred, or that there be sufficient
experience in the appraiser's office to establish market values on a givan
parcel with and without the eifects of the public works project. Because &
major rapid transit system has not existed in the Los Angeles region ¢tar
some time, the expertise and data hase required to make Such comnérisoens
are not available. 1In addition, ncne of these direct henefit determina-ion
methods have heen used for transit systems, and none would be ahle tg
specifically isolate that portion of the bhenefit received directly
attributable to the development of the Metro Rail system,
'

There does not appear to be any requirement mandated by law or forced by
litigation that such calculations be made in order to Substantiate benefitl

assessments. Because of the inadequacies of direct henefit determinztion,

most of the cases studied relied upon indirect methods of allgcating
. benefit assessments among benefiting properties.

;2 INDIRECT BENEFIT ASSESSMENT

The alternative to direct benefit assessment 1is a process of indireec:
henefit assessment, which essentially involves: 1) estimating the amourt
of benefits expected to accrue from the improvement project 1in gererz]
terms and in the aggregata, 2} astablishing the amount needed to he raisec
by assessment, 3) determining that the benefjt assessment constitutes 4
reasonable proportion of the expected benefits, and 4) spreading the

assessment equitably among the owners of benefiting properties. Tnis is
the procedure relied upon in many cases in California under existing Taws
and also in national case studies of transit projects. Using tafs

procedure, assessment programs have been established that are bath
equitable and legally acceptable, without directly computing parcel-level
henefits,

For example, henefit assessment districts have heen established in Denw2r,
Miami, Minneapolis and Fort Lauderdale to assist in funding tramsit
projects. -In each of these cases, indirect henefit assessment techniguas
were used, Some aqgregate estimation of benefits was undertaken, hased on
analysis of “expected® gains in value of property around the *ransit
project. However, in no case was the estimation of benefit mandated.
Rather it was wused as part of the consensus building process during the
formation of the benefit assessment districts. Consensus-building
mechanisms were used tQ compare assessments and expected henefits to ensure
equity and acceptability of the proposed henefit assessment program. T1e
existence of these programs throughout the country indicates that there .is
a genaral recognition by the owners of property located near major ragic
rail transit systems that bhenefits follow transit projects. Furthermore,
this approach appears to satisfy all leqgal requirements of a variet» of
jurisdictions,

.3 IMPLICATIONS FOR THE ‘METRO RAIL BENEFIT ASSESSMENT PROGRAM

There are, of course, no case studies pertaining specifically to the Matrr
Rail benefit assessment district enabling legislation, That legislation
prcvides that the Board of Directors of the SCRTD shall he the proporcicn
of benefits produced by the transit facilities and the distribution of
special benefits among parcels within the benefit assessment district, As
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was the case with the other Caiifornia cxampies, the enabling lzgislation
does not mandate the measuramenc of henefit at the parcel level, nor goss
it specify the methodology thrat must be ysed to calculate or document
benefit levels, - '

Thus, the procedures of indirect hene’it assessment were determined to e

the most appropriate means for establishing the Metro Rail banef::
assessment program,

3.9 CONCLUSIONS REGARDING BENEFITS

This discussion of transit-related monaiary benefits was intended to provide the
background and context in  which beneyit assessment may take place.
“Implementation of a major public imardvement such as a rail transit system can
he expected to have wide-ranging posiciva economic consequences, These benefits
can be expected to occur both in a community-wide/regional context and at the
specific parcel level, The incidenc:z cf peneiiis at the parcel level provides
the basis for a benefit assessment jrig-am. - These benefits can be seen to occur
in the vicinity of transit stations and car axiend over a significant period of
time. Benefit assessment provides z reans Vc* .5:a9 a portion of these benefits
to pay a part of the cost of the trarsis srsiam. '
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4.0 DEFINITION OF BENEFIY ASSESSMENT DISTRICT BOUNDARIES

The determination of boundaries for ilet=0 Rail benefit assessment districts fs
one of the most important tasks asiociated with the establishment of th2 MeIrs
Rail benefit assessment program, Fo: many public works projects funded by
benefit assessment techniques, the definition of boundaries is relativety
simple. For a new sewer system, for eximple, properties that can connect to the
sewer line clearly benefit, while properties that cannot connect can D>e
considered non-benefiting, In thes2 cases, the boundary is self-deffning.
Similarly, street-lighting projects, flood-control projects, etc., may have
“easily defined houndaries.

Benefit assessment boundary definition for a rapid transit project is more
complicated. Not only should benefits accrue to properties with direzt
connection to the transjt stations: but, as discussed in Chapter 3, transil
henefits should occur bhecause of increased pedestrian activity in and around th-z
" station areas. This is a critical factor in %the review of alternative penefic
assessment district houndaries,

Determination of benefit assessment boundaries for the Metro Rail system tekes
place within the framework of legal constraints, determinations of where transit
benefits will occur, revenue generation requirements, and considerztiors of
equity. This Chapter examines the fundamental aims of boundary setting, tre
legal requirements regarding boundary definition, other key factors thket
logically affect the determination of district boundaries, alternative
boundaries and the approved houndary Structure, The implications of the
boundaries are reviewed in terms of equity and the ability to raise sufficiem:

" private-sector revenues needed to Support the construction of the M0S-1 secment
of Metro Rail,

4.1 APPROACH TO BOUNDARY SETTING

As discussed in Chapter 3, legislation and case law distinguish between generzi
and special benefits., Benefit assessments can hbe applied to special hrereffits
only, 1in contrast to taxes, which may be applied to general benefits., Tha
primary purpose of a henefit assessment program is to recover a portion of the
special monetary benefits that occur as the result of a public improvement, so
that these revenues can be used to Ssupport the public improvement that generafes
the special benefits, A gquidiag principle for the definition of benefit
assessment boundaries 1is to assure that no one 1S 1iacluded in a2 benefi:
assessment district who does not receive a special benefit. At the same time,
boundaries should be established with the goal of including as many properties
receiving special bhenefits as possible so as to spread the assessment as widely
and equitably as possible,
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4.2 KEY LEGAL CONSIDERATIONS REGARUING BOUNDARIEQ

The  following factors concerning 1legil requirements regarding houndary
definitions were reviewed in the process of dete-mining criteria for the setting
of boundaries for benefit assessmenc aistricts.

4,2.1 MAXIMUM BOUNDARY LIMITS

Section 33001 of the Puhlic Utilities Code, the 2nanling législation for banefit
assessment districts, specifies Gtoundary limits for Metro Rai) henarit
assessment districts. Benefit =zssessment distiict boundaries may axtend ro
further than one mile from the center of a Central Business Oistrict (CED)
station and no further than one-hzlt mile from the ceater of a statijon oulsic2
~the CBD. The Southern California Rapid Transit District (SCRTD) Board of
Directors may combine into one henefit assessment district the geographic a:eas
around more than one station, but revenues raised in onz district may not te
used to finance facilities located in arnotier distr ct.

In addition, the law states that init®al boundar:2s =2 acC ne expandad aiter
the program is adopted, without the concurrence of toca' governing bodies. If
however, the SCRTD Board of Directors desires to reduce tha size of a oenefit
assessment district, it may do so without concurrence fi-om the local gaverning
body.,

4.2.2 DEFINITIONS REQUIRED

To comply with these legal requirements, two definitions needed to bz
established: 1) center of the transit station, and 2) distance from the center
of the transit station,

Section 33001 of the Public Utilities Code establishes maximum limits fer the
boundary of a benefit assessment dist~ici as measured from the center c¢f the
station, For purposes of boundacy definition, the center of a station was
defined as the projection to ground l2vel ot the gecmetric center of the trarsit
station hox.

Oistances from the center of the station can be measured in several ways. Te
define henefit assessment district baundaries, the appropriate distance measure
appears to be walking distance, since bhenefits clearly relate to w2lking
distances as discussed in Chapter 3, Walking distances are defined as the
shortest distance along block faces measured along street centerlines.

4.2.3 LITIGATION IMPLICATIONS OF BOUNDARY SETTING

An issue that may arise during the consideration of benefit assessment district
boundaries is whether it 1is equitable for neighboring properties on oppositle
sides of a district boundary to receive different treatment from the assessmnent
program. Eenefit assessment case law clearly recognizes that a boundary must be

established, and acknowledgas that, in so doing,_gro erties along the margins Of
the boundary may appear to be treated inequitably. Provided that a enefit

assessment district has been Jefined reasonably, prudently, and within statutory
constraints, however, the courts have consistently upreld established
houngaries,

45




4.3 PHYSICAL AND ADMINISTRATIVE BOUNDARIZS

In the process of establishing benefit aisessment district boundaries, pnysical
features that constitute a barrier tc dav2lopment or movement, such as frecwars,
rivers or mountains, were consiocered sincC2 these features may impact up2n the
ability of a property owner t2 re:eive special benefits, In addition,
administrative factors, such as planning ar jurisdictional boundaries may, iu
some cases, be relevant to the defini%ion or modification of henefit assessment®
district boundaries,

4.3.1 PHYSICAL FEATURES AND BARRIERS
~Rivers, mountains, lakes, railroad lines, and freeways may introduce harriers to
pedestrian movement, These physical features were considered during =hn2
definition or modification of henefit assessment district boundaries. Whether 3
specific feature constitutes a bar~ier to pedestrian movement may be determined
by considering the ease with which the feature can be crossed, &nd the
continuity of development patterns across the feature.

To identify when a feature constitutes a barrier to pedestrian movemeit,
criteria were developed as a part of the process of considering alternetiv2
district boundaries, Specifically, it was determined that if at least three of
the following conditions were found t¢ exist, the feature could be consicered as
a harrier:

o [If 75% or more of the streets leading to a feature terminate at it (vs,
continuing across the feature).

e If there is a marked change in development patterns from one site of the
feature to the other (for example, commercial on one side &nd
residential on the other).

e If there is no direct street cannection, leading from the statior, that
crosses the feature,

e If the feature can be clearly perceived as a barrier by a casual
observer (for example, an above grade freeway under which pedestrians
would need to walk in a less than attractive environment),

For example, for the Civic C(enter and Fifth and Hill rail transit stations,
establishment of a western district boundary introduced the issues as t0 whether

the Harbor Freeway constitutes a barrier, In this area, there are virtually ro
terminations of streets at the freeway, the freeway is at or below grade and ‘t
does not generilly represent a perceived barrier, There is continuity of
development patterns across the freewdy, and hoth First Street and Fifth Street
cross the freeway, providing direct connections to the far side of the fraeway.
As a result, the Harbor Freeway does not meet any of the four criteria and would
not be considered a bharrier, ‘
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4,3.2 ADMINISTRATIVE BOUNDARIES

There is no requirement for benefit 2ss2ssment Jdistrict boundaries to confarm o
other local Jurisdictional or plannirg acundiries. The planning boundaries that
have bheen established in the vicinity o/ Metiro Rajl stations were reviewed o
determine if they were applicable tn bhenefii assessment district boundaries, As
noted in Chapter 3, potential oerefivs 1ir transit station areas may »ne
influenced by zoning and public po:icy d2cisians., To the extent that planiing
boundaries define the areas in whiZn thdose decisions may be applied, they could
have bheen of use in defining benefit a2ssessment district boundaries, For these
reasons, certain. administrative bBaundaries were reviewed for their
applicability.

‘Depending uypon station location for the M(S-1 segment of Metro Rail, various
agencies have responsibility for plarning, zoring, and control of developaent
around Metro Rail stations, including the Lcs Angeles City Planning Department
and the Community Redevelopment Agency (CRA:. These agencies have definec their
planning area boundaries differently. The (RA has used an approximate 2,400
foot radius for downtown stations. In the other radevelopmaent areas under CRA
jurisdiction along the Metro Rail lire, planning boundaries of approximately
1,200 feet from the station have been used.

The Los Angeles City Planning Department has prepared a series of Specific Plans
for Metro Rail station areas under its :urisdiction, which include all stations
areas within the limits of the City ¢f Les Anceles that are not located within
CRA redevelopment areas. Bouncaries used in these Specific Plans vary aaong
station areas, but they are bacically drawn to include .commercial areas
surrounding stations and to exclude predeminantly residential areas. Thus,
these houndaries were drawn primarily in respcnse to current land use patterns,
and they do not necessarily relate to potential Metro Rail benefits. They arz,
therefore, of - limited wutility in determiring benefit assessment district
boundaries, Station Development Plans cre also being developed by th2 Los
Angeles City Planning Department to gquide cdevelopment in areas immediately
surrounding the stations, These inmediate station impact areas usuaily extend
‘ahout 300 feet from the station.

Based on this analysis, there appeared to be no major advantage for vusing
existing planning boundaries tc define or modify benefit assessment district
houndaries; since these administrative koundaries vary in terms of their extent
and do not directly relatz to antizipated benefits from the Metro Rail system.

4.4 BOUNDARY ALTERNATIVES

This Section examines five benefit assessment district boundary alternatives
that were considered during the design cf the Metro Rail benefit assessment
program for the M0S-1 segment of Metrd Rail. A number of related issues, such
as block inclusion rules, the removal of irregular shapas from district
boundaries, revenue requirements, accommodation of future change in the

district, and combinations of areas around more than one station into one
district are discussed, These issues affected the boundaries that were

ultimately selected,
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As the alternative houndaries were aviluated, four factors were considered “0 he
of particular importance, First, toundaries for a rapid transit benefit
assessment district must be established with careful concern for the distance zo
which special henefits extend from a station.

Second, bhoundaries should not be set at more than a reasonable walking diszarce
from a station. An average person va'ks at about 2 mph, and can cover about a
quarter mile in 5 minutes, and & half mile in 10 minutes. As discussec in
Chapter 3, there 1is reasonable -&vidence to suggest that average walking
distances to and from transit faciiities do not generally exceed one-half mile,
and average close to one-quarter to on2-third mile, Thus, the one-quarter to

one-nalf mile range was considered ¢o be the maximum to which boundaries should
" he set. ' T

Third, boundaries should be established with the goal of including as many
properties receiving special bhenefits as possible so as to spread the assessment
.as widely and equitably as possible. At the same time, the boundaries shculd be
drawn so as to minimize the nossibility that non-benefiting properties are
includeqa,

Finally, it must be recognized that the selection of criteria for defining
benefit assessment district boundaries represents a trade bhetween the number of
property owners that would be included and the level of assessments each will be
required to pay. Specifically, as the qeographic size of tha district
increases, the number of property awners will increase and amount that each will
pay 1individually will decrease, The boundary selected should represaent a
equitable balance hetween these factors,

Five benefit assessment district boundary alternatives were considered to bhe
potentially applicahle to the Metro Rail henefit assessment program, includirg
the legislative limits, modified legisiative limits, a one-half mile limit, a
one-third mile limit and the immediate station area,

4.4,1 LEGISLATIVELY ALLOWED LIMITS

The first boundary alternative represents the maximum allowable limit parmitteaq
by Section 33001 of the Public Utilities Code. In the case of Central Businecs
District (CBD) stations, this limit is a one-mile radius from the staticn
center. For the non-CBD stations, the maximum legal boundary is one-halt mile
from the station center.

This alternative has - the primary advantage of including all property that is
permissible in terms of maximum leygal dJdistance limits, which would allow fcr
establishment of lcwer assassments for individual property owners. In addition,
since the GSCRTD 3oard of Directars may only contract the size of the district
without leyislative concurrence oncs a district is implemented, this alternative
provides some flexibility for administering the proyram after it is operational.

There are also disadvantages to using “he maximum legal distance limits. Ir
particular, it 1is difficult to demonstrate that special benefits occur on
properties at the maximum distances. This is especially true 1in tha case of
Central Business D0District stations with the applicable one mile legai limit.
_This factor could seriously undermine any proposal that simply uses the legal
limits to define the district boundaries.
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4.4.2 LEGISLATIVELf ALLOWED LIMITS MODIFIED BY PHYSICAL BARRIERS

The second alternative is simila, to the first, except that physical narriers,
as discussed earlier, would delineate the boundary where applicable. The
advantage of this alternative S that it excludes property that is lccatec
within the legal distance from a station, but which may not derive sgaciai
benefit from the Metro Rail station because of the presence of a pnysical
barrier, This would make the use of legislative l1imits somewhat less arbitrary,

Disadvantages of this alternative are the same as those for the rprevious
alternative, Specifically, where physical barriers do not exist, there is z
problem in documenting benefits for properties on the edge of the legal 1limits,
particularly in the (8D station areas. :

A third alternative 1is to uti.ize a one-half mile walking distance from a
station to define boundaries, Tnis alternative represents a modificaticn cf the
one-mile legal limit for CBD statioas, Advantages of a half-mile limit “‘ncluds
significant evidence that 1indicates special benefits accrue o properties
located within this distance, as -discussed in Chapter 3, particularly sirce a
half-mile represents a reasonable walking distance.

The primary disadvantage is that the one-half mile may include properties that
do not benefit from the Metro Rail project, particularly outside the Centrzl
Business District area. In these non-CBD areas, the distance for benefit
incidence may be less, given that the overall development 1in non-CBO staticn
areas is generally less intense, the destinations of patrons of non-CBD transit
stations may be more concentrated in the station area, and the intensity of
pedestrian activity may be less pronounced. Additionally, the drafters of the
enabling legislation for the benefit assessment program may have envisioned a
lesser distance for the non-CBD benefit area, given that the maximum Tegal
limits in the non-CBD are less than the limits in the Central Business District,

4.4.4 ONE-THIRD MILE LIMIT

A one-third mile walkinc distance altarnative clearly falls within a r=asonable
walking distance envelope for transit users and appears to more closely reflecs
the radius of banefits that mayv he expected to result from the Metro Rail system
in the non-CBD station areas. However, as the distance used to define tne
houndaries decreases, there is greater potential for exciuding bereficiaries
from the district, and the assessment burden borne by the remaining participants
increases. As noted earlier, the ultimate selection of a boundary a:terrative
requires a trade hetween these factors, which becomes increasingly apparent for
this and the following boundary aiternative,
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4,4,5 IMMEDIATE STATION VICINITY

The fifth alternative limits the boundaries of *he henefit assessment district
to the city blocks immediately adjacent to tne station. Advantages for thiz
alternative result from the relatively narrow, unambiguous definilion of
henefiting parcels, The disadvantages, however, are significant, I
particular, such a narrowly defined benefit assessment district may not be zbie
to raise sufficient revenues to finance station construction witigul
establishing an assessment rate that is inequitably high. In addition, <th=
potential for excluding benefiting properties 1is considerably high fer this
alternative,

4.5 OTHER BOUNDARY ISSUES

There are several other critical factors related to the definition of bere’fC
assessment district boundaries. - These include: rules for inclusion or
exclusion of blocks; procedures for removing irregular shapes from bcundéariasy
revenua requirements; accommodation for futu-z boundary changes, ‘and use
changes, and technological or attitudinal changes; and the combining of statian
areas into one henefit assessment district.

4.5.1 RULES FOR INCLUSION OR EXCLUSION OF BLOCKS

When walking distance from a station is used to delineate benefit assessmant
district boundaries, a means must be derived for deciding how that distance ig
to be applied to determine whether specific properties are included or excluded
from the district. For administrative purposes, it is clearly preferable =0 nat
split specific parcels of land. Additionally, alternatives for the inclusion o~
exclusion of block faces {one side of a city hlock) and entire city blocks rmeeq
to be considered,

Block faces are a subset of blocks, and, therefore, may be a reasonahle m2asure
of the actual extent to which special henefits occur, Use of block faces,
nowever, introduces Several possible disadvantages. First, existing parcet
boundaries could present a wide variety of unusual parcel confiqurations far any
given block face (e.g., differing parcel depths, L-shaped parcels, etc.). Such
a confiquration could introduce both equity and program administraticn jssues.
Second, building structures are not necessarily confined to <ingle pircels
contained in a block face. The potential, therefore, exists for including
parcels that contain only part of a building. This would require continual
monitoring of all developments on the periphery of the districts and potentially
require the revision of boundaries every time a redevelopment took place Ihae
transcended both a parcel boundary and the bhenefit assessment district boundrry,
Such an approach would not only be difficult to administer, but may alsa no% e
legal, in summary, wuse of block faces may yield highly unusual hcuncary
configurations and could introduce significant program aaministraticn and ‘2gal
prablems, .

Al ternatively, city blocks could be used as the unit for a henefit assesszent
district, Businesses located near - stations often advertise their locaticns
reiative to the station in terms of the number of city blocks, a discance:
measure the general public clearly ynderstands. Moreover, in other citias with
raii rapid transit systems, devejopers have, at times, responded tu tre
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construction of transit stations by acquiring, developing, oOr receveldjing
entire city blocks, Full city blocks are generally well-defined geogragnic
areas that require little interpretation, which would make administration aof =ne
benefit assessment program easier. For these reasons, benefit assessment
district boundaries can most reasonably be established in terms of full cizy

blocks.

Several methods may be used to determine if a block should be included ia 3
benefit assessment district. Two alternatives include:

o If any part of a block face is included within a designated walking
distance from the geometric center of a station, the entire block wouic
be included jn the benefit assessment district {see Fiqure 10).

e If more than one-half of any block face of a city block is inclugsec
within a designated walking distance frocm the geometric center of &
station, the entire city block would be included in the henefit-
assessment district (see Fiqure 11).
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Figure 10 Figure 11
Each of these methods presents advantages and disadvantages. The firsc
alternative would create: a larger benefit assessment district for a specifiea
walking distance from the station than would the second alternative, As &

result, wuse of the first alternative may dictate use of a shorter designated
walking distance from the station center to assure that the blocks includec
would receive special ' benefits. Additionally, the first alternative woula
introduce a more jagged boundary than the second, possibly leading to gJuestions
about its fairness at the periphery of the district.

The second alternative rule offers the following advantages:

o It should make 1t easier to demonstrate special benefits in thit the

district hounaaries would be more closely tied to average walking
distances.

e The district boundaries should be less jagged and thus perceivec as
potentially more equitable and acceptahble to property Owners in tre
district,
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e There was sufficient developed space and space under constructicn dim
1984 within one<half mile of the CBD stations to raise the revenue
required to bond $130.3 million in capital expenditures, assumirg trat 2
uniform base rate of at leact 35 cents per square foot per year can 3ze
levied on private office, retail, hotel, and motel developments.

e If assessment rates are to be maintained at not more than 50 cents pe-~
square foot per year, boundaries should be set at between 1800 Yeet ang
. one=half mile. Extension beyond these distances wou]d be justifieg onliy
if assessment rates must be set lower. Thus, extending the bouncary
beyond one=half mile appeared to be potentially unnecessary and woulc
have required an assessment rate that would be too high for outlying
properties and too low for properties closer to the.station relative to
the actual special benefits that can be expected. In particuiar, =his
initial analysis of revenue implications indicated that there was no
need to extend the CBD boundaries to the legal limit of one mile,

4.5.4 ACCOMMODATION OF CHANGE

An additional factor considered wien detarmining alternative boundaries 1s Trne
need to provide a means for adapting to changes that may occur within a district
over the life (generally 20 years) »f the benefit assessment program.  Chkaeges
in land wuses within a 'district or in technological or attitudinal Benzvicr
patterns may affect the levels and uxtent of benefits and the revenue aenarattng
potential for a benefit assessment district.

.1 ACCOMMODATIONS FOR FUTURE !.AND USE CHANGES

If assessments are to be applied to some land uses and not to others, =the2
benefit assessment program should incorporate the capability tc mogify
assessments for parcels that experience land use changes, and the astiity
to exempt land use cateqories from assessment as desired. This car De doie
by wuse of an exempt land use category. All parcels, regardless af iamz
use, would be included within a benefit assessment district, but parceic
containing exempt land uses would not be assessed and would not recaive ar
assessment bill, However, if the land use on that parcel were Sutsequemcliy
to change to a non-exempt land use, it would be necessary to identify ta
land use change and apply the assessment criteria accordingly.

.2 ACCOMMODATION FOR FUTURE TECHNOLOGICAL OR BEHAVIORAL CHANGES

Alternative benefit assessment district boundaries have been defines by
reasonable walking distance, considered to be between one-quarter &nd Jme-
haif mile. This distance could increase in the future as a resul: a7
economic impacts, such as significant changes in the price or availapility
of gasaline, or as a result of technological changes that encouraqe lomger
pedestrian trips, Such as skywalks or moving sidewalks. These chamges are
not easily predicted, dut should they occur, the capability to expand the
benerit assessment district is desiratle and was consicered, therafase.
This could be accomplished by establishing a larger boundary than woula be
indicated based only on evaluation of current behavior patterns anc
technology and applying an exempt category to parcels located on the fringa
of the district, Under this approach, assessments in the fringe a-2zs
"would be implemented only when there was evidence of long-term behaviorah
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4.6

The

or technological changes clearly indicating that the incidence of special
benefits has spread beyond the original boundary.

There were twC major disadvantages to this procedure, however, Firsn, st
could have required that the legal procedures set forth in Section 33001,5
of the Public Utilities Code to create the boundaries of the bpenef::
assessment district be repeated if the outer ring of properties were %9 e
changed from an exempt to a non-exempt status. Second, implicit in tne
concept of an exempt properties ring is the idea that the properties in :tpe
area do not currently receive transit-related benefits; yet the owners c¢¥

" these parcels would be notified of public hearings and otheér puoiic

involvement efforts associated with the formation of the benefit assessment
district. These factors raised questions both of the efficiency and equily
of including non-benefiting property Owners in the initial formation of tne
benefit assessment district based on potential that they may ultimately
bacome beneficiaries of Metro Rail. In short, if boundary changes appeir
necessary due to technological changes or changes in behavior patterns, it
appeared preferable to address these boundary changes directly, using the
legal pr0v1510ns of Section 33001.5 of the Public Utilities Code.

.3 COMBINATION OF STATION AREAS INTQ ONE BENEFIT ASSESSMENT DISTRICT

A final major issue related to the boundary selection procedure for benefit
assessment districts is whether two or more station areas shouid be

combined into one district. For example, if the boundaries of tne
districts for the four CBD stations were set at more than 1800 feat from
the center of the stations, the four areas wouid overlap. Under Sectirn

33001 of the Public Utilities Code, these areas may be combinad into a
single benefit assessment district containing multiple stations. Since the
Central Business District is clearly an identifiable and cohesive
geographic area with functionally interrelated land uses, the four C30
station areas could be logically defined as a single benefit assessuent
gistrict,

BOUNDARIES

advantages and disadvantages of the various boundary altermatives as

dgiscussed in previous sections were reviewed by the SCRTD and by the Senefit
Assessment Task Force, and the following boundary criteria and definitions were
applied for the MOS-1 phase of the Metro Rail project.

¢ The boundaries of the benefit assessment districts for stations io0cited
in the Central Business District are based on a one-half mile waiking
distance from the center of the stations, irrespective of the legaliy-
permitted maximum. The boundaries of the benefit assessment district at
the Wilshire/Alvarado station are based on a one-thirc mile waiking
distance from the center of the station.

® Walking distances are measured from the geometric center of the statian
box along street centerlines,
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o If the maximum walking distance encompasses a porticn of the black face
and if this point is more tnan 50 percent of the block face as wmeasirec
from the street centerlin2s. the entire block is included. [f the
distance is less than 50 percert of the block face, the block is noz
included.

e Barriers to movement as defired using the criteria outlined in Secticn
4.3.1. supercede boundaries that are determined by walking distance from
a station center.

'@ When the walking distance boundary runs along three sides of one ¢r two
adjacent blocks, those blocks ar2 included in the benefit assessmant
district, :

¢ When the boundary runs alon3 a major feature such as a freeway, river or
railroad right of way, the Zenterline of the feature constitutes the
boundary.” _

® Properties within a benefit assessment district that contain a janc use
category that has been defined as exempt from assessment will noT
receive an assessment Statement, but the program will retair tae
capability to assess the properties during the next assessment cycle ¥
the land use subsequently changes from an exempt to an assescsable
status. '

@ The four station areas in the CBl == Union Station, Civic Centar
Station, 5th & Hill Station, and 7th & Flower Station =-- are combines
into one benefit assessment district.

Figure 13 shows the benefit assessment district boundaries for the Camtrzl
Business District and the Wilshire/Alvarado areas as defined by the criteria
above and as created by the SCRTD Board of Cirectors in the Resolution CrezCing
Special Benefit Assessment Districts Al and A2 for the M0S-1 Segment of the
Metro Rail System adopted on July 11, 1985,

4.7 UNDERLYING IMPLICATIONS OF BOUNDARIES

The boundaries fulfill the major requirements of the benefit assessment JrGgram.
First, they allow adequate revenues to be raised to support constructior of Ure
MOS-1 segment of the Metro Rail system using reasonable assessment rates. I
addition, the boundaries define the potential beneficiaries of the Metro FRaii
system in an equitable manner and spread the assessments equitably zmang
benefiting properties. The boundaries are based upon reasonable waliing
distances in both CBD and non-CBD areas. Overall, the boundaries have teer:
agrawn in such a manner as to include the optimum number of benefiting properties
while at the same time minimizing the possibility that non-benefiting properties
are included in the benefit assessment district. '
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5.0 ASSESSMENT RATES AND CRITERIA

Estaplishment of benefit assessment rates and criteria was done in concart witn
the definition of district boundaries, as discussed in Chapter 4, To estaolisr
an equitable rate structure, several additional factors needed to be considarec.
Major considerations included: 1) the adility to generate adequate revenues to
support the public works project, and 2) the need to spread tha tenafit
assessments equitably among the properties contained in the district.

This Chapter discusses issues that were examined during the process of defining
the method of assessment for the first phase (M0S-1) of the Metro Rsil benerit
_assessment program. The data base that was used to evaluate the assessment race
structure is also reviewed. A rate structure and a set of general rules anc
procedures for aoplying the rate structure that evoloved from this evaluation
are presented,

Under the structure, it is recognized that Situations will occur where Jlcgical
adjustments should be made to ensure that the program remains equitahle.
Property characteristics that may provide the basis for these adjustments and &
procedure for addressing these situations by means of a formal appeals procedure
are discussed, Finally, the intended uses for the revenues rais2d by the
assessment program are presented,

5.1 BENEFIT ASSESSMENT FORMULA ISSUES AND DECISIONS

This Section outlines and reviews the major issues that were considered Dy che
Benefit Assessment Task Force, the SCRTD Board of Directors and the Los Angeles
City Council during development of the MOS-1 benefit assessment rate formula.
These inciude definition of the improvements to be assessed, the use of a singl2
assessment rate versus separate assessment rates for land or improvements, In2
use of internal assessment zones (defined geographic areas) within a ben2fit
assessment district, the changing of assessment rates over time, and the abilitly
of the assessment program to adapt to changes that may occur in th2 henefic
assessment district. Each of these issues are examined in light of their impact
on the ability of the rate structure to relate benefit assessments tc the
expected benefits, to generate adequate revenues and to distribute assessments
among the properties in an equitable manner. Decisions made on each issu2 .are
also discussed. The method of assessment, as described in Section 5.2, reflects
the cumulative result of the decisions made on each issue addressed.

5.1.1 TISSUE/DECISION -- TYPES OF PROPERTIES TO BE ASSESSED

An assessment rate structure may assess all improvements equally or may draw
distinctions between diffarent types of improvements. For example, the
documentad experiences in other North American cities with major rapid transit
systens cuggest that owners of improvements used for office and other comnercial

activities, retail sales, hotels and motels are prime beneficiaries from &
transit project, as discussed in Chapter 3. Alternative methods of 3ssessment

were considered that raflected these improvemen:is as prime beneficieries of
Metro Rail, in particular, a rate sStructure that assesses these types of
improvements on the basis of the sgquare footage contained in the improvement was
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Consistent with the Benefit Assessment Task Force recommendations, if a property
contains a mix of assessable improvements in  compination with  exempt
improvements (e.g., publicly owned &nc privately used, privately ownez2 ang
publicly used or non-profit owned &nc¢ privately wused), the assessmant s
determined on the basis of the percent of the improvement that is assassable
multiplied by the square footage of the improvement or the square footage of the
parcel, whichever is greater for a g:ven precperty, times the assessment rate.
For properties that contdin assesséble improvements in combination with exempt
uses (e.g., industrial uses with commercial uses), the assessment is t3 be
determined on the basis of the assessable square footage of the improvement or
the square footage of the parcel, whicrever is greater for a given property.

5.1.2 ISSUE/DECISION -~ USE OF ZONES WITHIN A BENEFIT ASSESSMENT DISTRICT

Under Section 33001 of the Public Utilities Code, the benefit assessment formula
could incorporate different zones (defined geographic areas) within a benefit
assessment district to reflect potenzially differing levels of benefits received
throughout the district. There i3 some 2vidence to suggest that the level ¢f
benefit decreases as distance from the station increases. Ouring the 2valuation
of alternative methods of assessmert, coansideration was given to asseism2nt
structures that included two internal Zones within edach district -- a premium
zone close to the station and a secondiry zone in an outer ring surrounding ihe
premium zone. Under this alternative, the rates within each zone would have
been set to reflect the potentially differing levels of benefits occurring
between the two zones,

Consistent with the Benefit Ass2ssment Task Force recommendations, internal
zones were not used for several reasoni. First, while the properties in close
proximity to the stations may potentiilly anticipate a higher level of monetary
benefits than those properties more distant, the closer properties will also be
the most negatively impacted during ths Metro,Rail construction phase, A single
zone system would generally compeasaze for this situation, In addition, a two
zone approach system is more difficult to explain to the affected pubiic 3nd
would be more complicated to administer,

5.1.3 [ISSUE/DECISION -- CONSTANT RATE VS. PHASE-IN OF RATES

An additional jssue that was addressed during the definition of the recommnendcd
benefit assessment formula was the possibility of changing the assessment rates
over time. In particular, the question of whether the rates shculd remain
constant over time or should be phased in to coincide witn revenue requirements
for various years was considered. Since the funds that are needed to suppo-t
the construction of the MOS-1 phase of the Metro Rail system will not all be
needed 1in the initial year of construction, yearly revenue requirements for the
first years of the program will vary. A periodic adjustment of the assessment
rates to reflect these annual revenue requirements was, therefore, considerea as
a response to this situation.
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After review of various rate phase-in alternatives, the Benefit Assessmant Task
Force recommended that the rates be phased in over time, inasmuch as tne total
construction funds are not needed in the first year or two of the program. This
recommendation was concurred in Dy the SCRTD Board of Directors and the Log
Angeles City Council, An initial rate of $0.30 is to be applied at tha outser
of the program. The rates would then be adjusted by the SCRTD Boara of
Directors as required by the cash flow needs to pay for or finance the NMetro
Rail system, while remaining under the maximum level of $0.42,

5.1.4 ISSUE/DECISION -- RATE ADJUSTMENTS FOR CHANGES HITHIN A DISTRICT

An additional issue related to the method of assessment is the procedure for
handling new developments within the benefit assessment agistricts. Similar to
the adjustment of rates to reflect revenue needs, an alternative was considered
wherein rates would be adjusted periodically to reflect additional, assessable
square feet of new development in a benefit assessment district. Particular
issues that were acdressed included procedures for adjusting the assessment
rates to reflect new development and a determination of the proper point in time
for new development to be included in the assessment process.

Consistent with the Benefit Assessment Task Force recommendation, the SCRTD
B8oard of Directors determined and the Los Angeles City Council concurred that
assessment rates are to be reviewed at Jleast every two years to deternine
whether the rates should be adjusted for changes in the amount of assessabie
square feet that exist in a given district. If additional square f2el 3are
present in the district, the rates are to be lowered accordingly, depending on
cash flow needs.

New developments are to be included 1in the benefit assessment program a.
temporary occupancy permits are issued, with the assessment based on the gross
square foatage of the improvement acceptable for occupancy. The total sguare
footage for assessment purposes would be wupdated as additional permits are
issued, Thus, for buildings under construction, the benefit assessment rolls
would be updated as stages of construction are completed and would reflect <the
current amount of space available for occupancy, regardliess of the comnletion
date for the project. That portion of an assessable improvement tnat is
available for occupancy and added to the assessment rolls would be assessed

during the next assessment cycle.

Figqure 14 shows the rates that could exist if current assumptions regarding
funding requirements for the system and assumptions regarding potentiail growih
and development hold true. For this chart, assumptions on projected drowth were
obtained from the Los Angeles Community Redevelopment Agency for the Contral
Business District and from the Final Environmental Impact Statement for tne
Metro Rail system for the Wilshire/Alvarado area. If the assumptions holad true,
the rate should never reach the maximum level of $0.4Z, gqiven the anticipated
square footage of new deveiopment.
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5.1.5 ISSUE/DECISION -- SINGLE VS; SEPARATE RATES FOR LAND AND IMPROVEMENTS

The enabling legislation for the SCRTD assessment program, Section 33000 ey sec.
of the Public Utilities Code, allows for the assessment of both laig ang
improvements to the land. Reccgnizing that benefits may accrue to both la~¢ anc
improvements, separate assessment rates for land and Iimprovements we-~s
evaluated, wherein the assessment would be the total of one rate apolied zo <1na2
amount of assessable improvement pius a second rate applied to the arva af <the
parcel, Two rates were considered for parcels -- one, rate for 2Jarcels
containing assessable improvements and another rate for vacant parcels arg
parcels not containing assessable improvements. A single rate structure was
also reviewed wherein one rate would 2pply to the square footage of improvemants
_for properties containing assessable improvements or to the square fcitace cf
the parcel, whichever is greater for a given property. Both methods recognize
that benefits may accrue to both land and improvements.

In response to the Benefit Assessment Task Force recommendations, separat2 rates
for land and improvements were not used because of the complexity of the rate
structure and the corresponding, anticipated difficulty in explaining tre rates
to the affected public and the complexity of administering sucn a rate
structure., Additionally, it was recognized that it is difficult, in reality,
to clearly separate the monetary benefits that may accrue to land aaag

improvements for properties with assessable uses,

5.2 ASSESSMENT STRUCTURE

On the basis of the examination of the numerous assessment rate alternatives and
the general implications of each in terms of the issues discussed above, and irn
light of the recommendations of the Benefit Assessment Task Force, the following
method of assessment and associated policies for tne MOS-1 phase of the Metro
Rail benefit assessment program were adopted by the SCRTD Board of Directors znd
concurred in by the Los Angeles City Council.

A single assessment rate Structure is to be used for the MO0S-1 oeref:t
assessment districts. The annual assessment rate per square fooc i< (.30
initially, with a maximum of $0.42. For properties containing assessacls
improvements, the rate -is to be applied to the square footage of the
improvements or the square footage of tne parcel, whichever 1is greater fcr a
given property. Figures 15, 16, and 17 show exampies of the effect of this rat2
structure on three properties., Figure 15 shows a one-story office builcing wilh
a Floor Area Ration (FAR) of less than 1. Since the square footage of Une
property is greater than tne square footage of the building, the assessient i3
based on the square footage of the parcel. Figure 16 shows a mutti-stcry office
building, In this case, the square footage of tne office building i< uSed <G
detarmine the amount of the assessment. Figure 17 shows & parking lct, tha
assasiment of which is based on the square footage of the parcel. A single rate
for parcel or assessable improvement was adupted hecause it is easily e»piained
to the affected public and less complicated to administer,
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Office

Annual Assessment:
Initial: $3,€00
Maximum: $5,040

Parcel 'Area:
12.000 Sc. Ft.

Parcel Aiea: '
12,000 Sq. Ft.
Greater Than

Buiiding Area:
8,000 Saq. Ft.
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Building Area:
1,200,000 Sq. Ft.
Greater than
Parcel Area:
110,000 Sq. Ft.

Office and Reizi

Initial: §22

Building Area:

Maximumn: §3C -

1,203,600 =2«¢

Total Annuzl Assesz.—e

-~ o

P
‘

- - -

EE ]

- e
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Parking Lo?

Total Annual w
Assessment:

X Initial: $27.09C
‘' Maximum: $37.83q |
Parcel Area:

80,000 Sq. Fi.Tctal §
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The impact of tne proposed assessmeris c3n be categorized as margina® when
compared to the income generated by existing improvements anc land. ~ar
example, Figure 15 is an example o) a Jne-story office building. f <ha
assumption s made that 6,800 of its 8,000 square feet of office space c¢in 2o
leased at a rate of %14 per square ‘oot per year, the total initial assessien:
of $3,600 per year translates to 53 cents per sguare foot per year or .2
percent of the annual lease rate, Ar the maximum assessment rate, the annue:
assessment is 74 cents per square foot or 5.3 percent of the lease ratz, The
$14 per square foot assumption appeess to be conservative; and as the lease ratle
rises from that level, the impact of the benefit assessment b2acomes lass
significant,

_Figure 16 1is an example of a large office and retail complex. Assuming
1,010,000 square feet of office space available for lease and a conservative
annual leasé rate of $25 per.square foot, the same calculations incdizate the
initial benefit assessment would corstitute only 36 cents p2r square fost or 1.4
percent of tne annual lease rate with the maximum assessment representing 30
cents per square foot or 2 percert of the annual lease rate. For the parking
lot example, Figure 17, the initial 3ssessment spread over 100 parking spaces
for 250 business days per year represenis 34 cents per day or 13.6 percent =f &
daily parking rate of $2.50. This could rise to a maximum of 43 cents oer day
or 19.2%1 of the daily rate. Overall, these calculations indicate that banefit
assessments represent only a small addition to prevailing rental rates,

5.3 DATA BASE FOR ASSESSMENT

Alternative rate structures were evaluated with the knowledge that sufficiant
private-sector revenues needed to be raised for the MOS-1 phase of Metro Rail.
Analyses of alternative rates, assessable improvements, exemptions, internal
zones, and phasing options, of necessity, took into account actual properti=2s
located within the boundaries as described in Chapter 4, to assur2 that tne
various alternatives would generate necessary annual revenues.

The primary data Source used for the analyses and computations ov a‘ternative
rate structures was the LUPAMS (Land Use Planning and Management System) gata
base, created from the County Assessor's pﬁoperty files and used by several
agencies in the Los Angeles area for land use analyses. This dats file cZontains
a variety of data elements, inZluding land wuse, parcel area and improvemant
area, However, there w2re some limitations to this data such that updates af
the data base were necessary to more accurately evaluate alternative methods of
assessment. For example, land use and improvement Square tootage figuras nac
not been continuously maintained on the file, Since this data is vitally
important to administration of the benefit assessment program, a field survey of
all lana and buildings located within the benefit assessment districts was
initiated., In‘ormation was alco obtained from building permits, certificates of
occupancy, Sanborn Insurance Company Maps and aerial photographs. Data gatreres
during this prccess has been used to modify the LUPAMS data base, and (h2 aati
has been updated, - '

Tables 2 and 3 contain cummarized data from the LUPAMS file, includinc tae
madifications resulting from the field survey and the review of public records.
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For Tables 2 and 3, the parcel areas have been prorated for those propert-es
that contain a mix of land use categories (e.q., if a given property nas an
improvement that is 50 percent offize and 50 percent hotel/motel, one haly cf
the parcel areaz was allocated to eaczh categery).

TABLE 2
UPDATED PARCEL AND FLOOR AREA DATA FGR.THE MOS-1 STATIONS --

CENTRAL BUSINESS DISTRICT STATION AREAS

Parcel Area
{square feet)

Floor Area

Land Use Category {square feet)

Office 34,151,438 3,523,916
Other Professional 3,877,972 488,761
" Hotel/Motel 8,183,458 1,006, 409
Retail/Restaurant 8,464,553 3,279,680
Industrial /Warehouse 2,795,612 1,961,450
Parking/Garages | 11,899,780 8,455,765
institutional/Government 15,858,069 10,571,376
Residential 3,220,761 1,442,895
Service . 1,568,751 1,630,535
Yacant Lland N/A 2,950,989
SUB-TOTAL FOR M0S-1 90,060,394 35,311,774
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_ TABLE 3

UPDATED PARCEL AND FLOOR AREA DATA FOR THE MOS-1 STATIONS --

WILSHIRE/ALVARADC STATION AREA

Land Use Category

Floor Area
(square feet)

Parcel Area
(square feet)

Office 777,967 472,135
Other Professional 89,563 112,365
Hotel /Motel _ 705,771 359,024
Retail/Restaurant 760,054 825,965

Industrial/Warehouse 139,606 54,709 |
Parking/Garages 117,528 1,359,998
Institutional /Government 183,782 1,657,368
Residential 2,509,176 1,607,047
Service 351,479 403,730
Vacant Land N/A 267,094
SUB-TOTAL FCR MGS-1 5,634,959 7,119,935
TOTAL MOS-1 95,695,253 42,431,709
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4

Taples 4 and 5 show square footage ficures for only those properties tnat are
assessable, as described in tnis Chapter.

TABLE 4
" UPDATED ASSESSABLE PARCEL ANO FLOOR AREA DATA FOR THE MOS-;.STATIDNS -
- CENTRAL BUSINESS DISTRICT STATION AREAS

Floor Area Parcel Area
Land Use Category {square feet) {square feet)
Office 34,191,438 N/A
Otner Professional | 3,877,972 .- N/A
Hotel/Motel 8,183,458 N/A
Retail/Restaurant 8,464,553 N/A
Industrial /Warahouse /A 1,961,450
Parking/Garages N/A 8,455, 765
Institutional/Government N/A M/A
Aesidential N/A N/A
Service © 1,558,751 N/A
Yacaat ‘and N/A 2,950,982
SUB-TOTAL FOR MOS-1 56,286,172 13, 363,204
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TABLE 5

UPDATED ASSESSABLE PARCEL AND FLOOR AREA DATA FOR THE MOS-1 STATIONS --

WILSHIRE/ALYARADO STATION AREA

Land uUse Cateqcry

Floor Area
(squara feet)

Parcel Area
(square feet)

Office 777,967 N/A
QOther Professional 89,569 N/A
Hotel/Motel 705,771 N/A
Retail/Restaurant 760,054 H/A
Industrial /Warehouse, N/A 54,709
Parking/Garages N/A 1,359,998
Institutional/Government N/A N/A
Residential N/A N/A
Service 351,479 N/A
Vacant Land N/A 267,094
SUB-TOTAL FOR MOS-1 2,684,840 1,681,831
TOTAL MOS-1 58,971,012 15,050,C05

5.4 COLLECTION

Benefit assessments would be collected by the Los Angeles County Tax Ccllector.
Property owners in a benefit assessment district who are tg be assessed will o=
advised of the assessment amount for that year in the aopropriate Sa2cticn of the

Joint Consolidated Tax Bill,
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5.5 APPEALS PROCEBURE

Cansistent with Sections 33002.9 through 33002.14 of the Public Utilities Ccae,
the SCRTD Board of Directors has estaclished a procedure for apaealing
assessments. The procedure is set forth in the document entitled “Procegures
For Appealing Southern California Rapid Transit District Benefit Assessments,”
adopted by tne SCRTD Board on May 23, 1985, Assessment may be appealed for
reasans as set forth in the Code,

Under the adopted procedure, the first step of the appeals process involves s

review by SCRTD staff, If tne SCRTD staff and petitioner (appeals applicant)

agree to stipulations concerning the outcome of the appeal, the stipulaticns

would be reviewed by the SCRTD General Manager and Legal Counsel and referred to
the SCRTD Board for disposition of the appeal. If an initial agreement is not

reached between the petitioner and the SCRTD staff, the petitioner may reques: a2

hearing before a hearing officer appointed by the SCRTD Board. The hearing
officer would hear the appeal and make written findings of fact anag
determinations of issues, which ‘would be submitted to the SCRTD Board for-a.
decision. The SCRTD Board will consider the proposed determination and make @&
decision in accordance with the law,

5.6 ADDITIONAL CRITERIA FOR APPLICATION OF THE ASSESSMENT STRUCTURE

Prior sections provided the basic elements of the Metro Rail MOS-l benefit
assessment formula. When applying these elements to actual parcels of lanc ana
improvements, a number of additional issues become apparent. In particular, iz
is clear that the assessments will be applied to properties that reflect a wids
variety of characteristics. Moreover, the existing data base may no: he
sufficient to accurately apply the assessment <riteria in all cases. Particular
erteria and procedures, therefore, are needed to address these issues and make
adjustments where necessary to ensure that benefit assessments are applied in &
uniform and equitable fashion,

5.6.1 DETERMINATION OF PARCEL SIZE; GROSS BUILDING AREA
AND ASSESSABLE SQUARE FOOTAGE

Initial square footage of a given parcel of land was determined from the LUPAMS
(Land Use Planning and Management System) data base, created from the Coun<y
Assessor's property files. Initial gross square footage of an improvemert
(building, structure or fixture) was determined from the outside gimensions cf
the improvement obtained from building permits. The outside dimensions were
adjusted for irregularities in configuration, The initial assessable square
footage was cetermined from the builaing permit and certificate of occupency
information, The data was updated by field survey, building permitz,
certificates of occupancy, Sanborn maps, aerial photograpghs and additional daca
from the 3Building and Safety ODepartment. Tc the extent that they cculg be
identifieq, the square footage for internal open air Courtyards and multi-flicer
atriums were excluded from the gross building square footage calculations;
although additicnal agjustments may be necessary for tnose cases where aveilapla
recards dio not indicate courtyards or multi-fioor atriums.



5.6.2 DETERMINATION OF BUILDING EFFICIEHCY

To determine the efficiency of an improvament, the area of the improvement <That
is not rentabie is divided oy the groes square footage of the improvement, Tne
resulting figure is subtracted from 100% to yield tne efficiency of tne
improvement . Under tne appeals critaria, if tne efficiency is less tnan 29%,
tne assessaple square footage of the 1improvement iJs adjusted downward by a
factor determined by using the formula (80-X}/80, where X is the efficiercy of
the improvement. For example, if an improvement 1is 60% efficient, the
assessable square footage would bhe adjusted downward by a,factor of 20/5Q or
1/4. "If the remaining assessable squar2 footage is Tess than the square footage
of the parcei, the parcel is assessed, consistent witn the method of assessment
adopted by the SCRTD Board. :

5.6.3 UNUSABLE SQUARE FOOTAGE OF AN IMPROVEMENT DUE TO
: PUBLIC REGULATORY CODE REQUIREMENTS

Under tne appeals procedure, 1if a portion or all of an improvement must Ce
legally kept vacant because of the requirements of building, fire, safety cr
other pubiic regulatory codes, the square footace tnat must remain vacant is not
assessable. [f the entire improvemant cannot be occupied or if the assassable
square footage that can be occupied is lass tnan the square fpootage of tne
parcel, the parcel 1is to be assessed, consistent with the adopted metnod uf
assessment.

5.6.4 DETERMINATION OF A NON-PROFIT U3E

Consistent with the adopted method of 3ssessment, if a property is oOwned by a
qualifiea non-profit organization and 1in wuse by a qualified non-profit

organization, the improvement and parcel is exempt from assessment. If tne
property is either not owned by the non-profit organization or not used by tne
non-profit organization, the property is not exempt. A qualified non-prafit

organization 1is one that is generally classified as charitable, speciiically,
property that is exempt from ad valcrem taxation under Sections 202, Z03, 2C6,
207 and 214 of tne California Revenue and Taxation Code,

5.6.5 TREATMENT OF PARKING AREAS

Under the adopted method of assescment, parking structures are not assassable;
rowever, the parcel on which the parking structure is sited jis assessable, if
parking s provided within an imgrovement tha: contains assessable uses or is
sited on a parcel with improvements that are assessable, the square footage of
the sssessable improvement or the parcel, whichever is greater, is assessabie.

£.6.6 TREATMENT OF RESIDENTIAL HOTELS

Residential hotels/apartment hotels are treated as residential use ang therejore
exempt if tne occupants are long-term rasidents (i.e., have monthly or yearly
leases or rental agreements). Far hotels that contain both long-term and short-
term residents, tha assessment shall be determined on the basis af the percent
of the notel trat is5 assessable multiplied by the square rgotage of the parcz!
or the square foolage of improvement, whichever is greater.
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5.7 DURATION QF EXEMPTIONS

Under the adopted appeals procedure, ire fnllowing criteria apply with regara s
the duration of exemptions:

If the property is used for resijential purposes, the property shali pe
exempt and shall remain exemp¢ 4nt®! the use of tne praoperty changzs g
an assessable category. '

If the property is publicly owned and publicly used, the praperty snall
bz exempt and shall remain exempt until The property changes use or
awnership,

If the property is owned by a qualified noa=profit entity and used by 3
qualified non-profit entity, the prupercy shall be exempt foar one year,
The property owner will be requ-red fo demonstrate an exempt status on
an annual basis to remain exempn from aisessment.

[f the property is used as a resijential/hotel apartment hotel, the
exemption shall be in effect Vo~ one year. The ;-onarty owner will be
required to renew the exemp=ijn con an annual pasis. The determinction
of wnether the property is exempt will be based on the use of <ne
improvement for the previous (waive months, Failure to rencw Ih2
exemption will result in assessment. '

Exemption of floor area from asiessment because of the requiremant of
building, fire, safety or othe: reguiatory codes shall be in effect for
one year and must be renewed nn an annual basis. Failure to renew the
exemption will result in assessmant.

If the property is used for a2 mix of exempt and assessable improvements,
the poriion of the property declarec exempt snall remain exempt until
tne use of the property changsas,

[ the square footage af a oarcpe~ty is found to be incorrecz, the
correcied square footage sia.l remain in effect until changes are mace
to tne property's square footage.

If a building is found to be less thar 8G percent efficient, the ravisaa
square footage will remain in effect watil changes are made to tre
improvement that would change tha building efficiency or assessaple
square fgotage.

{f it 1s found that a property has been assessed that s no: lacitag
with the finally designated oenerit assessment district, a refuna will
be made TOr any assessments that have bSeen paid and the property will
not be assessed wunless the property subsequently is included witrin 2a

district,.
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5.8 USE OF ASSESSMENT REVENUES

Consistent with the recommendations of :h2 B2nafit Assessment Task Forcs apa
with the adcpted resolution (Appendix !), dSSéSSmEﬂt revenues from each reratis
assessment district shall be used solely &) taasce, in part, the construction
costs of the rail rapid transit station w1t1|1 tne benefit assessment dizurict,
Total assessments the M0OS-1 segment of Zn2 Met, o Rail system sShall not exceeg
the net total sum of $130.3 miltian, olu: money needed for interest, onng
issuance cost and program administrative CoOSts. The total private-sactor
commitment for the full 18.6 mile Aetr) R&1i system should not exceed $170
million plus interest, bond issuance <03t and program administrative :zosts,
assuming current funding agreements with ctier {unding sources are in piace. As
required by law, assessment revenues cdilected in a given d1str1ct shall -~ot ne
ysea for facilities in otrner districts.




APPENDIX 1:

RESOLUTION CREATING SPECTAL BENEFIT ASSESSMENT DISTRICTS Al AND A2
FOR THE MOS-1 SEGMENT OF THE METRO RAIL SYSTEM

WHEREAS, pursuant to Sections 33000 et seq. of the Public Utitities Code (Code},
tne Southern California Rapid Transit Oistrict (SCRTD) Board of Directors

{Board) may estapnlish, subject to the approval of the appropriate local
governing body, special benefit assessment districts (districts) to provice for
the financing of a portion of the proposed Metro Rail System; and

WHEREAS, pursuant to Section 33001(a) of the Code, the SCRTD Bnarz stated, by
resolution passed on December 20, 1984, its intent to establish special benefit
acsessment districts for the first five (5) stations of the Metrd Rail system
{Minimum Operable Segment 1 -- M0S-1), encompassing the Los Angeles Centrai
8usiness District and the Wilshire/Alvarado areas; and

WHEREAS, pursuant to Section 33001.5(a) of the Code, a public hearing concerning
tne Board's intent to establish benefit assessment districts for the MOS-1 was
hela by the Board on January 24, 1985 and was continued by the Board to February
14, 1985; and

WHEREAS, pursuant to Section 33001(e) of the Coge, notice of the Board's public
hearing was mailed thirty (30) days prior %o the hearing to all owners of real
property within the boundaries of the proposed penefit assessment districts
whose names appeared on the last equalized assessment roil as updated by the
SCRTD utilizing the latest avaiiable information; and

WHEREAS, Fursuant to Section 33001(c¢) of the Code, a nctice stating tha time end
tne place of tne hearing was publisned in local newspapers prior to the hearinyg;
and :

WHEREAS, pursuant to Section 33001.5(a) of tne Code, tre SCRTD Board, on
Feoruary 14, 16485, stated by resolution its intent to proceed with the
establishment of the districts; and

WHCREAS, fursuant to Section 32001.5(b) of the Code, the SCRTD Board submittec

the resgiution tec proceed %o the the Las Angeles City Council, the appropriate
local governing body, for its review ang acrion; and

WHEREAS, pursuant to Section 32001.5(b); the Los Angeles City Council heic, on
May 28, 1985, a public nearing on the resolution to proceed; and
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WHEREAS, notice of the Los Angeles City Council's public hearing was maiied
thirty (30) days prior to the hearing to all owners of real property witnin zne
boundaries of the proposed benefit assessment districts whose names appeir2d on
the last equalizeg assessment roll as upaated by the SCRTD utilizing tre letest
availanle information; and

WHEREAS, pursuant to Section 33001.5(b), the Los Angeles City Council, on
May 31, 1985, amended and approv2d, as amendec, the resolution to procesz; anc

WHEREAS, amendments to the resolution adopted by the Los Angeles City Council
are incorporated herein, and the resolution is thus fully consistent witn tne
resolution as amended and approved oy the Los Angeles City Council; and

WHEREAS, consistent with the funding commitment made by the SCRTO to the ©.S.
Department of Transportation as dezscribed in Section 1.3.7 Financing of the
"Environmental Assessment for the Los Angeles Rail Rapid Transit Project, Unior
Station to Wilshire/Alvarado" dated August, 1984, the SCRTD Board must establisn
the benefit assessment districts in MOS-1 1n order ta receive federa] mass
transit funds for the MOS-1; and

WHEREAS, a careful analysis has been performed by the SCRTD of the probebls
level and extent of special benefits that properties in geographic proximity to
the proposed Metro Rail stations in M0S-1 are expected to recejve; and

WHEREAS, the rail rapid transit facilities and services will provide snecial
benefits to parcels of land, and improvements thereon, or portions thereof, in

the vicinity of rail rapia transit statjons; and

WHEREAS, for the purpose of financing a portion of tne construction costs of
MOS-1, the SCRTD intends to recover a portion of the special benefits to parc2is
of land, and improvements thereon, in the vicinity of rail rapid transit
stations, arising out of the facilities and services provided by the investmant
of publi¢ funds in MOS-1; and

WHEREAS, tne SCRTD established a Benefit Assessment Task Force (BATF) consisting
of representatives of affected propertiy owners and local government for the
purpose of coliciting advice and recomnendations regarcing the establishment of
districts for the MOS-1; anc

WHEREAS, the BATF nas provided its recommendations r2garding the establishment
of gistricts for the MOS-1 to the SCRTD Board as set forth in the report
entitlied “"Recommendations of the 2enefit Assessment Task Force Regardinc the
stanlisnment of Benefit Assessment Districts for tne Southern California Rapid
Transit District Metro Rail System (MOS-1)" daced January, 1985; and

WHEREAS, pursuant to Section 33001.5(c), the Board shall, by 2 two-thirgs vote

of its members, determine whether to create the benefit districts as approved by
the governing body, Such aetermination to be fTinal and conclusive;
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NOW THEREFQRE 8E IT RESOLVED THAT, tnhe SCRTD Boara nereby creétes specia®
o benefit assessment districts for the M0OS-1 as follows:

1. Two districts shall be established:

(a} the geographic area, as Shown on Map 1 attached nereto, encompascing
tne four (4) proposed Metro Rajl stations in the Los Anceles Central
Business District (CBD}, designated as "Benefit District No, Al af tne
Southern Califgornia Rapid Transit District" [District Al), thne
boundaries of which are described as follows:

Beginning. at a noint in the intersection of Figueroa Street and llin
Street; proceeding generally in a soutneasterly direction along thz
centerline of 1lth Street to the intersection of llth Street with
Gang Avenue; trence proceeding along the centerline of Grand Avenue
gereraily in a northeasterly direction to the intersection of Gianz
Avenue with Olympic Boulevard; then proceeding generally in a
southeasterly direction along the centerline of Olympic Boulevard to
tha intersection of Dlympic Boulevard with Olive Street; then
proceeding north along the centerline of Olive Street to the
intersection of Olive Street with 9th Street; then praceedinc east
along the centerline of Sth Street to the intersection of 9th Srreet
with Broadway; then proceeding north along the centerline of Broacway
to the intersection of Broadway with 8th Street; then proceeding east
along centeriine of 8th Street to the intersection of Bth Street witn
Main Street; then proceeding north along tne centerline of Main Street
to the intersection of Main Street with 7th Street; then proceeding

o east along the centerline of 7th Street to the intersection of 7txa
Street with Los Angeles Street; then proceeding north along the
centeriine of Los Angeles Street to the intersection of Los Angelszs
Street with 6th Street; then proceeding east along the centerline of

- : 6th Street to the intersection of 6th Street with Wall Street; then
g proceading north along the centerline of Wall Street to the

intersection of Wall Street with 3r¢ Street; then proceeding east
along tne centerline of 3rd Street to tne intersection of 3rd Street
with San Pearo Street; then proceeding north along the centeriine of
San Pedro Street to the intersection of San Pedro Street with Temole
Street; then proceeding in a southeasterly direction along tre
centarline of Temple Street to the intersecticn of Temple Street with
Alameda Street; then procz=eding south along the centerline of Alamada
Street to the intersection of Alameda Street with Temple Street; tnen
proceeding east along the centerline of Temple Street to the :
iatersection of Templa Street with Center Sireet; then proceeding
north along the canterline of Center Street to the intersection of
Center Streei with Jackson Street; then proceeding east along the
centeriine of Jackson Street to the terminus of Jackson 5Street and
projecting beyond its terminus to a point intersecting with the
railroad tracxs; then generally proceeding in a rnortheasterly
direction alung the centerline of the railroad track, paraileling tne
Los Angeles River Flood Control Channel; tnen proceeding alcng the
railroad track which turns in a southwesterly direction, north cf the
Los Angeles County -Jail, to the intersectinn of the raiiroad track
with Vignes Street; then proceeding in a northwasterly direction along

. the centerline of yignes Street wnhich, at Main Street, becomes Alpine
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Street; then proceeding west along the centerline of Alpine Street to
the intersection of Alpine Street with Hill Place; then proceeding
soutn along the centerline of Hill Place to the intersection of Hill
Place with Sunset Boulevard; then proceeding west along the center!ine
of Sunset Boulevard to the intersection of Sunset Boulevard witn
Bunker Hill Avenue; tnen proceeding in a southwesterly direction alosg
the centeriine of Bunker Hill Avenue to a point of intersecticon with
Boston Street and projecting a cénteriine from Bunker Hill Avenue, in
a generally southwesterly direction to a point of intersection on the
centerline of the Hollywood Freeway; then proceeding-:in a generally
northwesterly direction along the centerline of the Hollywood Freeway
to a point defined by the intersection of the Hollywood Freeway with g
northeasterly projection of the centerline of Fremont Avenue
{projected from the intersection of Fremont Avenue with Temple
Street); then proceeding in a southwesterly direction along the
centerline of Fremont Avenue to a point of intersection at First
Street with the Harbor Freeway; then proceeding in a southwester:y
direction along the centerline of the Harbor Freeway to a point of
intersection at 6th Street with the Harbor Freeway; then proceeding
west along the centerline of Bth Street to the intersection of &tn
Street with Lucas Avenue; then proceeding south along the centerline
of Lucas Avenue to the intersection of Lucas Avenue with Ingraham
Street; then proceeding west along the centerline of Ingraham Street
to the intersection of Ingraham Street with Witmer Street; then
proceeding south along the centerline of Witmer Street to the
jntersection of Witmer Street with Jth Street; then proceeding east
along the centerline of 7th Street to the intersection of 7th Street
with Garland Avenue; then proceeding south along the centerline of
Garlana Avenue to the intersection of Garland Avenue with 8th Street;
then proceeding east along the centerline of 8th Street to the
intersection of 8th Street with 8th Place; then proceeding southeast
along the centerline of 8th P'ace to the intersection of 8tn Placa
with 9th Street; tnen proceeding east along the centerline of 9th
Street to the intersection of 9tn Street with Georgia Street; then
proceeding south on the centerline of Georgia Street to the
intersection of Georgia Straet with Qlympic Boulavard; then precesding
east along the centerline of Dlympic Sculevard to the intersection cof
Olympic Boulevard with Figuero2 Street; then procaeding south along
the centerline of Figueroca Street to the intersection of Figuersa
Street with lith Street; ang

the gz2ographic area, as shown on Map ] attached hereto, encompassing
the ane {1) proposed Metro Rail statior at Alvaracoe Street andg
Wilshire Boulevard, cesignatec as "Benefit District No. AZ of the
Southern California Rapid Transit District” (District A2), the
boundaries of which are described as follows:

Beginning at 1 point defined by the intersection of Alvarado Strest
with Olvmpic Boulevard; thence proceeaing in an easteriy direction
alony tha zenterline of Olympic Boulevard to the intersection of
Olympic Boulevard with Bonnie Brae Street; then proceeding norih along
the centerline of Bonnie Brae Street to the intarsection of Bonnie
Brae Street with 9th Street; then proceediny east along the canterlin2
of 3th Street to the interseciion of Sth Street with Burlington
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Avenue; then proceeding north aiong the centerline of Burlington
Avenue to the intersection of Burlington Avenue witi 8th Street; tier
proceeding east along the centeriine of 8th Street to the intersaclion
of 8th Street with Union Avenue; then proceeding north along the
centarline of Union Avenue to the intersection of Union Avenue witn
6th Street; then proceeding west alonc¢ the centerline of 6th Streest *o
the intersection of 6th Street with Burlirgton Avenue; then proceeging
nortn along the centariine of Buriington Avenue to the intersectior of
Burlington Avenue with 5th Street; then proceeding west aiong the
centerline of 5th Street to the intersection of Sth-/Street with Bonnisz
Brae Street; then proceecing nerth along the centerline of Bonnie 3r:e
Street to the intersection of Bonnie Brae Street with 3rd Street; then
proceecing west along the centerlin2 of 3rg Street to the intercection
of 3rg Street with Ocean View Avenue; then pro~eeding in a
southwesterly direction along the centerline of Ocean View Avenue o
the intersection of Ocean View Avenue with Lake Street: then
proceeding south along the centerline of Lake Street 20 the
intersection of Laxe Street with 6th Street; then proceeding west
along the centerline of 6th Street to the intersection of 6th Street
with Park View Street; then proceeding south along the centerline of
Park Yiew Street to the intersecticn of Park View Str2et with 7th
Street; then proc2eding east along the centerline of 7th Stree:v <o the
intersection of 7th Street with Park View Street; then proceeding
south along the centeriine of Park View Street to the intersection of
Park View Street with 8th Street; then proceeding east along the
centerline of 8th Street to the intersection of 8th Street with Lake
Street; tnen proceeding south along the centerline of Lake Street to
the intersection of Lake Street with 9th Street; then proceeding east
along the centerline cf 9th Street to the intersection of 9th Street
with Alvarado Street; then proceeding south along the centerline of
Alvarado Street ta tne intersection of Alvarado Straet with Clympic
Boulevarg,

A map of Districts Al and A2 shall be placed on file with the Secretary of
the SLRTD Board.

. For the purposes of this Resolution, the follcowing definitions are acopted:

"Parcel" -- any portion, piece or cdivision of lind, or possessory
interest therein,

“Improvement" -- a builaing, structure, fixture or possessory interest
therein,

"Use" -- the purpose for which land or improvement is designed,

arranged, or intended or for which it is occupied or maintained,

"txempt Property" -- any parcel of land, or improvement thereon, or
portion thereof, which is exempt from assessments as provided in tnis
Resolution,

"Assessable Property" .- any parcel of ‘land, or iwprovement Lherecn,
or portion which is not exempt property,
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(f) "Rate" == the amount payab1e per sguare foot per annum on assessanls
property. ' |

(g} ™"Assessment” -- the amount determined by muitiplying tne applicable
rate times the numper of squarz feet,

Subject to the exceptions set forth ir paragraphs 5 and §, the following
praoperty snall be assessed:

{a) Improvements used as officec; commercial; retail; and hotels anc
motels, '

(b} All parcels.

The foilowing parcels and improvements shall not be assessed:
(a} In use for residential purpasesx, except hotel and motel.

(b) Ownad by the public and in pubtin use (if the property is either nut
owned by the public or not in public use, the property is not exemot
unless otherwise provided harein).

/¢) Owned by a qualified non-profiv organization, and in use by a non-

~profit organization (if the praperty is either not owned by a non-
profit organization or not used by a non-profit organization, tne
property is not exempt unless >therwise provided herein). A qualified
nonprofit organization shall be one whose property is exempt from ag-
valorem taxation under Sections 202, 203, 206, 207 or 214 of the
falifarnia Revenue and Taxatica Code.

Initial assessment rates on each assessable square fgot of property are
rereby establisned to produce sufficient revenues to cover the initial
costs of financing the construction as described in paragraph 8, The
annual assessment rate per square foot shall initially be thirty cents
(80.230). The rate shall b2 appliec to the sauare fcotiage of the assessacle

_improvement gor tne square fogtage of the parcel, whichever is greater for a

given property, Assessment rates may be increased or dgecreased to continue
to generate the necessary annual revenues to finance the construction as
described in paragraph 8. Assassment raites shall not exceed tnhne max‘ mum
rate of forty-two cents {%$0.42).

If a given property ccntains a mix of exempt and assessable improvemants
(e.9., a mix of residertial and commercial), the assessment shall te
determined on the basis of tne percent of the improvement that is
assessable multiplied by the square footage of the improvement or the
square footage of the parcel, whichever is greater for a given property,
times the assassment rate as set forth in paragraph 6.
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10.

11,

12.

Assessment revenues from each benafii dfsessment district shall! pe usec
solely to pay for or finance, in part, the construction «0sts oV tne raii
rapia transit station within the tenefit assessment district, The combineg
total of all benefit assessment ~evenue for tne MOS-] seqment of the Metru
Rail system shall not exceed tne amount of money neecea to pay for $13C.3
nillion in construction costs plus any associated interest, bond issuance
and direct program administrative costs fexcluding general 3SCRTD
administrative overheac and appeals }litigation co0s:s).

The levy of assessments shall be cordinioned upan SCRTD securing funding
commitments from all other funding tources identified in the Proposed
Funding Source Schedule in the Final Environmental Assessment for M0OS-1,
and substantiailly in the amounts as scheduled, such commitments to be
secured by a Letter of Intent or equivalent writien commitment stailemznt,
SCRTD shall not cause its assessment rdil or other dfagram to be inclugec
on ad valorem tax bills, or makea 3ny other Dill.ng of the assessments,
until such funding commitments hava be2n received.

SCRTD shall not undertake to issue bords or other securities secureq by
assessment revenues until all commitments refer2nced in paraqr2pn ¢ have

been secured and until assessments nNava been levied.

In each benefit assessment district, assessment rates will be reviewad by
the SCRTD at least every two (2) yeart and may b2 adjusted tn take iato
account any changes in assessable square feet within the benefit ass2ssment
district. An audit of program administrative costs shall be performad
cencurrently with this rate review ant made available for public review,
Changes in the assessment roll shail be made annually, and property aacec
to the assessment roll shall be astessed at the then current assessmeat
rate,

Pursuant to Section 33G02.9 et seg. of the Code, affacted property owners
may appeal assessment to the SCRTD Board. At the first step, the appeai
w111 2e referred to the General Manager of the SCRTD, or his designee, who
shall act as reviewing officer tc determine whetrer SCRTD will dispute all,
or any partion, of the appeal, Toe reviewing nfticer may request the
appeliant to submit additiecnal informaticn, to appear at an informai
nearing with tne reviewing orfficer, or tak2 sucn other actions as 3are
reasonable %0 attemnt to resolve the appeal, [f the reviewing officer and
appellant reach agreement, they shall enter into a writter stipulated
agreement which shall be subject to the approval of the Cereral Manacer of
SCRTD and the ratification of the Boara of Directors of SCRTD, 1If tre
itipulatea ayreement is approved and ratified &S herein provided, it snaill
be final <o the extent provided by law. I1f the appeal vor any reason is
not rosolved at the first step, a Nearing officer designateog by the Beard
will near the appeal and make written findings of fact and conclusions c¢f
law (findings) in accordance with the law, with 2articular reference to
Sections 33030 et seg. ofr the Code, to this Resclution, and t3 such
procequral guidelines and criteria as ere adopted by the Board and are in
effact at th2 time of the gppeal, [n the evenc of 3 confiict Detween the
5tatute, this Resolution anag the procedural guiceiineos and criteria, tne
order of pr2cedenc? shall be in the &bove stated order, At the concliusion

- of the hearing, the hearing officer snall prenar-e, and within a reasonanie

time thereafter, present the written findings and a proposed determinatiun .
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to the Boara and snall crovide copies to th2 appellant (or the appellant’'s
represantative) and to the SCRTD {.ts reviewing officer ang its General
Counsel), The Board shall consider che propcsed determination to the Egart
and snall make its decision in accordance with Section 33002,13 of trne

Coge.

13, Assessments snall terminate in the year Z0U8 or eariter. Assecsment
revenues collected over the amount reeded Vo, any given year 3snail be usec
for one of two purposes: (A) to lover he assessment rates for subseguent
years, or (B) to pay off any bonds -ssued an? end the assessments at an
earlier date, g

Agopted 7/11/85
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S

January 31, 1985

Jan Mali
C.stngy Direcipe

Nikolas Patsaouras, President

Southern California Rapid Transit District
429 South Main Street

Los Angeles, California 30013

Oear President Patsaouras:

In July, 1984, the SCRTD Board of Directers autrorized the SCRTD General Marager
to form a Benefit Assessment Task Force ard tn neek r2commendations from the
Task Force on the best courses of acticn to impiement a benefit assessment
program for the Minimum Operable Segment-i {M)S~1: of Metr) Rail. The thirty-
three member Task force represents a cross se:tion of priviate anc public sectnr
interests along the entire 18.6 mile proposed Metro Pail alignment. A list of
Task Force members is provided in the attached —eport.

During Task Force meetings, the SCRTD staff presented infcrmation, background
and conclustons to Task Force members on the Jenefit assessment program.
Presentations and discussion concerned such gena2ral topics as: criteria for
district boundary definition, alternative asse<sment structures, revinue needs
and uses, the assessment data base, experiences of other MNorth American c¢ities
implementing rapid rail transit systems and anticipated monetary benefits for
the Los Angeles crea. The Task Force was askea to review a varijety of
assessment program coptions and to offer advice and racommnndations for

consideraticn by the SCRTD BcarG concerning the equity and appropriataness of
the 2ptions.

The attached report provides a summary of the recommendations that were formally
adopted by *the denefit Assessment Task Force on January 3], 1985, A companion
report entitlad "3enefit Assessment Oistricts for the.Southern California REpig
- Transit District Metro Rail System (MOS~1): Status, Findings ind
Recommendations” contains informaticn provided by the SCRTD to the Task Farce
members,

Sincarely,

Y

Jan Hall, Chairman
denefit Assessment Task Force

cc: SCRIG Board of Jirectors

Southern Cafifornia Raod Transu Qistrict 278 S6-0n Mam Srees | ss 330 Cauormg 3003 (213 5728000




® TASK FORCE RECOMMENDAT 1ONS

The Benefit Assessment Task Force formally acoptec tne following recommendaticns
far consioeration by the SCRTT Socard of Directars regarging the estaolisnment of
menefit ascessment districcs fer tne MOS-i unly; trese recommendationrs snat)
hav? no effect on other segaests of the Meuro Rail! system:

1. Two benefit assessment districts snou'a be estaplisned for the initia)
segment (MOS-1) of Zhe Met-~o Fai. syscem: one for the Canzral Zusiness
District {CBD) statinn areas, and ona ‘or the Wilshirg/Alvaraco station
area,

2. District boundaries should be establishac based on walking distanzes of
approximetely 1/2 mile for the C3D district and approximately 1/3 mils
for the WilshiresAlvaracy district. Feccmmended district boundariss

are .shown ¢gn Map 1,

3. Districts should not be div:d2d inte internal zones, but rather the
assessment rates should be apalie¢ un‘formly throughout the entire
district.

4, The following types of impravaments shculd be assessed: offices; ctner
commercial; retail uses; hocels; apa‘tmant hotels; motels; labo--
intensive, lignt indus:trial Jses; Jnd i1come-producing residential . *

publfely used property, ano {C' n0an-arcfit owned anc non-profit used
property shouid be exempt fram ass2ssment, If all or a portiocn of the
nroperty is income-producing (e.3., A} income-produciny residential,
(3) publiciy owned and privace y used, ir (C) privat2ly owned ang
pudlicly used), that income-preducing gpartior of the property zhall be
assessad,?

‘l’ 5. (A) Nor~income producing resigentiial praperty, (B} publicly owned and

&. The annual assessment iate per squara ‘oot snould initially be 30c witn
a maximum of 42c. The rate shii! be anpiied to the square footace of
the ascessable improvement or ihe sguare fiotage of the parcel,
whichaver it greater for & given prcperty. =

7. 1If a given property contains a mix cf exemptl and ass2ssabie
improvements (e.G., a mix af non~income-praducing residential ano
conmercial), the assessment shall he detarmined on tne basis a7 the
percent of the linprovement that 15 assessable multiplied by the sguare
footace of the improvement or the square footage of the parcel,
whichever i1s greater for a given property, times the assessment rata,

* Inclusion of residential proper:ies not concurred in by City c¢f Los Angeles
representatives Tcm Heuston, William Mclarley, andg Mércia Mednick
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MAP 1
SCRY1) BENEFIT ASSESSMENT DISTRICTS &

METRO RAIL MINIMUM OPERABLE SEGMENT -1

HOOVER. 5T

~—L33——— MOS—1 ALGHNMENT AND STATION
— o= PENEFI] ASSESSMENT DISTRICT
BOUNDARY

[s]

SCALE 1N FEET




10.

11,

12.

12,

Rates snould be phasec tn over tim? w.tr initial) races as definec
above. Rates should be revierwed by Cie SCRTD at l22st every two years
ang snould 2e adjusted base? 931 the ther current amaount of assessanie
square feet in the district. An qudit 2° asrogram adminisirative costs
shoulc be performea concurcetiily w-ta th s rate review 2nd made
availaple for pudoliz review. As new dstessaple develgpments are builct
and occupied, tney should »e 3ssessec at the existing rate during tne
next assassment cycle. Racet sha.l nor exieeg the specifieg naximum
Tevats, .

Assessment. revenuas should be used caty to pay fcr anag finance
construction costs. Total acsissments vcr tne MOS-1 segment of the
Metro Rail system should not exce:2¢ the anount of monzy needed to pay
for $130.3 million in constimunting Zcsus dius any associeted intarest,
bond issuance and direst o~ojrem administ~ative costs (excludirg
general SCRTD administrative overneacd und appeals litigation costs).
The total private-sector comuitmait for tie full 18.€-mile Metro Rail
system Snhould rnot exceed tie amouat of moaey needed to pay for or
finance $170 million in coussruvctica <nsts plus any assnciated
interest, bond issuance an:d arcgrin adrninistrative ccsts. As ireguirea
by law, assessment revenues -<3"leztacd :n 1 given district snould ot be
used for facilities in othar :listricts.,

Assessments snould terminate ‘n the year 2008 or earlier, Assesiment
revenues collected over the arount ne2ded for any given year should be
used for one of two purposes: (A) tc lower the assessment rates fcr
subseguent years, or (B) to 23y off any bands issued and eng the
assessments at an eariier date. Th2 SCRTD should emplov all availabie
financing tachniques to leverage <32ital in order tn minimize the total
financial contribution from the pr-ivate sector.

The appea}s process may require ajdjistments for varying property
characteristics and circumstinces, >ut the process should be “ermalized
ang coaified and equitabiy anplied throughouc the system.

If necessary funding s not ottzined for construction of tre Metro Rail
system, the assessments snhould nac De levied.

A new task force shall be fecrmed t) consider benefit cssessment
districts for future segmernts of the Metrc Rail system, and the new

tasik force should nct be Daund by the previously stated
recommendations. '
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ADDITIONAL TASK FORCE CONCERNS

Although not adopted, some of the Beneiit Assessment Task Farcz members raisec
auyditional ccncerns that are summarized here:

1.

A point was raised :during the Committee's deliberation that, vnder tre
proposed assessment rates, the CBO's anticipatez assessment is larger
than the amcunt that would e anticipated if equity were establisheg
solely on the basis of existing assessable square footage. Other mezns
for determining equity were discussed, including per station capital
costs, station capacities, énd anticipated patroniage leveis.

when comparing the uniform c~at2 structure across the entire gistrict
with the use of internal zanes within a district (with higher rates
applied in areas close to a stition), several Task Force members ncted
that property owners closest t the stations are likely to receive
proportionately higher mon2tary Lenefits but will also be tne mGst
negativeiy affected by consiruction of the stations. Additionally,
scme Task Force members noced That a uaniform rate would be more easily
explained ang administered.

Several Task Force members SugJested that tne details for application
of the provisional ~ate structure need to be resolved in a focrum otner

than Task Force meetings. In Jarticular, procedures need to be
reviewed r2garding:

a. Exemption of parking struciures from assessable improvements.

b. Application of assessments to net -ather than grozs sguare ‘eet of
an improvement.

€. Appiication of ascessmencs to open Space.




BENEFIT ASSESSMENT TASK FORCZ MEMBERS

Mr, David V. Adams
Frasident, Morgan Adams, Inc,

Mr, William Bentley
Manager of Rea? fstate
AT &4 SF Railway

- Mr. Waldo Burnside

President & Chief QOperating Qificer

Carter, Hawliey, Hale Stores, Inc.

M~. Al Dorskind
Vice President
ACA, Inc.

¥r., Stephen D, Gavin
Chairman
Gavin, Abel & Flanigan, Inc,

Mg, Jan Hali

BAPTF Chairman

1ty Councilwoman, Long Beach
SCRTD Boarda of Oirectors

Mr, Herman Hendricks
Caleman Security Service, Inc,

Mr, Tom Houston
Jeputy Mayor
City of Los Angelas

Mr. George Lefcoe
Professor
USC Law Center

Mr, William Mclarley
Chief Lejislative Analyct
City of Los Angeles
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Mr, Gaeorge Allen
Execultive Vice Prasidant
Wilshire Chamher of Commer:e

Mr. Mortorn Bowman
President
Los Angeles Diamond Company

Mr, Wencell Cox

Commissioner

Los Angeles County
Traaspartation Commission

Mr. Dar Garcia

President, City Planning
wormission -

Mung2r, Toiles & Rickhauser

Mr. Jotn Gostovich
Chairman
A.F. Gilmore

Mr, Arch Hardyment
Senior Vice Fresident
Security Pacific National Rank

Mr, Melvin Hooks
Presigent
Mincrity Developers Ascociarion

Mr, Stuart Ketcnum
President
The Xetchum Company

Mr. Robert Maguire
President -
Mayuire/Thomas Partnership

1is, Marcia Mednick
Vice Chairperson
City Trarsportation Commicssion



-

Mr, William £. Miller
President
VICA

Mr, Michael A, Nogueria, Ir,
Commissioner

Department of Lonsumer Affairs
County cf Los Angeles

Mr, Jeffery Oiin
Executive Vice Presicent )
North Hollywood Chamber of Commerce

Mr. Wayne Ratkovich
President
Ratknvich, Bowers, Inc.

Mr. Bruce Schwaegler
Fresident
Bullocks

Mr., Richard S, Volpert
Head, Real tstate Department
0'Melveny & Myers

Mr, James Woods
President of CRA Board
Community Recevelopment Agency
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Mp, wayne Miyahara
Merit Savings & L¢an

Mr, Robert W, Norvet

Vice Precident

Proguction Facilities, Hollywooso
CR3 Television Network

I

M~. Mznning J. Post
Chairman
CBU Citizens Advisory Commitgze

Mr. Rcdney W. Recoa
Executive Vice Presigent
Assistent to the Cheirman
Atlantic Rigafield Company

Mr. Christopher L. Stewart
Executive Vice President
Central City Association

Mr, Bill Welsh
President
Hollywood Chamber of Commerce



