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OVERVIEW A:-10 EXE1:unn: SUMMARY 

This report describes various elements of and findings regarding the Soutn~rn 
California Rapid Transit Oistric·,:'s (SC:HC) ::enefit Assessment Progr•af!'. for i;ne 
Los Angeles Central Business District a.id the Wilshire/Alvarado areas. 

After a puhlic hearing held by the SCRTO 
Board of Directors on January 24, 1985, 
the SCRTO Board approved, on Fe,,rwary 
14, 1985, a resolution to proceed 1dt:1 
the estahlishment of benefit assessmen: 
districts for the Central B1Jsines; 

.. District and tllt! Wilshire/Alvarad'J 
areas. This resolution was transmitted 
to the Los Angeles City Council, w~ich 
held a puhl ic hearing on May 28, 1985. 
The City Council allle"lded and appr~ved 
the resolution 011 May 31·, 1985 ~nC: 
returned it to t.."e SO<TD Board. O,, Jul•: 
11, 1985, the SCR1D Board adoptP.d th~ 
resolution creating ~e two ;per.ial 
benefit assess::ent districts hr • the 
Central Business District and Wi 1th ire 
Alvarado areas {Aip:pendix 1). 

Funding arran,;eaetts for the 
construction of tnie 13.6-mile 00wntown 
Los Angeles-to-San Fernando Valle; Metro 
Rail suhway Ji~ (~ Figure 1) a~e 
sti 11 heing tie11elopl!1l. lt is 
anticipated tllU tne federal f~ncing 
process will be c.111111~ hy the fall. 
A major sha~ 3'1f tlle Metro Rail's $3..3 
bi 11 ion const111U.:iu:m CDSt is expP.cted ·to 
be met hy f~a1 91".U. The ha 1 ~nee 
is to he ~ by su~. county, ard c: i ty 
funds eaMlilrti!!I for public 
transportation ii'OOII :t:,y ~ues ger.erated 
from the priYatil! sect.Qr Yia assessments. 

lul,11e constructon l 
• De..'errea for 

STATIONS 

1. un,on Staticr. 
2. C'i.ne Ceme! 
3. Fih!VH,11 
4. Seven:rvrio .... er 
S. w,1sn,re1Aiva1aa~ 
6. w,tsnire,Ver~om 
7. w,1s1ue1Normana1~ 
8. W,lsnrret.Vest!rn 
9. W1lsl'l1retC:ensn:1w 

10. W,lsnue/l...J e,~a. 
11. W1lsl'llf~Fa,rla:x 
12. Fair1ax/Bev,.,ry 
13. Fait1ax1San ra M.;n,:a 
14. La Brca/Sur.s~r 
I 5. Hol/ywOOO/C,,;n~enga 
Iii HOilywCOd 80,- • 
17. <JnrversaJ C,iy 
I 8. NOM , -10//ywooa 

Flqure 1 

Briefly defineril. ~t assessment is a fee on properties in a specified acea 
tnat is use!! tlt ;iiay ;wr-t or a 11 of i:he cost of specific capita 1 imprcv~ents 
"'ade within and s;s:i.fiolly benefidng that area. The assessment may he 1eviea 
by a gov1:t1 ni!Uli 1!91:ity with app,·opriate authority. The capi_tal imprcvements 
are usually fi,,.,....PTI "1iit"' bonds secured hy the assessments. Assessment formulas 
may he based ga, ~size.floor ar~a, front footage, or other measures. 

8enefit as~~ !awe bee1I used in Califorr.ia and throughout the uni,ec 
States to flnilllltl! 1filrious types <If puhlic im~rovement projects such as 5treec 
lightin'!i seter.~""1115. ~rting structures, and flood contr,1 facilities. 
Owners or Jtl o:per. '1.:,-..J:cc.>.Ud 11:1 the v·i ci n i ty of a major puh 1 i c improvement rece, ve 
special bef>efin z-. ;a n!Sult of the expendit~re of taxpayers' money. T,1cse 
reteiving U:ie Jllll!!.t di~ benefit are asked to share in the· project's cost 
tnrough henefi:t ~ts. 

1 
i 
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With respect to Metro Rail, property owners near the suhway stations ;,i 1 i • 
realize various monetary henefits due to proximity to the stacions, 
Consequently, they are heing asked to share in the cost of Metre Rai1. State 
law·(Sections 33000 et seq. of the Pur,lic Utilities Code) authorizes tr-e SCRi~• 
Board of Directors to estahlish hencfit assessment districts around Metro Rai, 
stations and assess property locatr.d within specified distances from tn?. 
stations. Residential property is ~xcluded from these assessments, as incicatec • 
by formal actions of hoth SCRTD and tt.e Los Angeles City Counci 1. 

I 

A Benefit Assessment Task Force, compc-sed of private- and puhl i c-sector menoers, 
worked closely with SCRTD to e~tahlish assessment district boundaries and 
methods of assessment for the Downtow~ and the Wilshire/Alvarado area hy t~is 

. summer. The Task Force -worked hard· to ensure that the assessment program wH 
fair and equitahle. 

S.l STATUS OF METRO RAIL 

Planning and design for the 13.5-
mile Downtown Los Angeles-to-San 
Fernando Valley Metro Rail line is 
rapidly approaching final· stages. 
Some of the · Central .•Business 
District sections are ready ·tor 
construction. Moreover, the 
federal Urhan Mass Transportation 
Administration approved the 
environmental assessment of 
construction and operational 
impacts of the suhway line, making 
a final federal funding decision 
possihle. 

While local government funding 
co,nmi t,11ents have heen secured, 
federal funding for the entire line 
is not expected to he availahle all 
at once. Therefore, • it is 
anticipated that the line will he 
huilt in phases. The first phase 
(referred to as the Minimum. 
Operable Segment-1 or MOS-1) will 
consist of 4.4 miles of rail. line 
and 5 stations (see Figure 2). It 
will provide service from Union 
Station through the Central 
Business District to the 
Wilshire/AlvarJdo station the 
area where the first two assessment 
districts have heen estahlished. 

2 

INITIAL CONSTRUCTION SEGl,;ENT 

Figure 2 
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··-As this initial segment undergoes 
construction; SCRTD and appropriate 
autnorities in tne Los Angele~. 
region wil 1 continue efforts to 
secure necessary funding to 
complete the remainder of the 18.6-
mile subway line, which is part oi 
the 150-mile county-wide rail rapid 
transit system approved hy th~ 
voters in 1980 (see Figure 3). 
Metro Rail will efficiently serve 
the most heavily traveled corridor 
in the region with an expandahl~ 
and environmentally-sound heavy 

··-- -• 

. rail system. It is also expecte<J 
to reduce the growth of auu 
traffic congestion. 

S.2 THE NEED FOR A BENEFIT ASSESS~E~T PROGRAM 

• 

' -
--

Figure 3 

There is a genuine need for benefit .ssassments as 3 local funding mech~nism fer 
Metro Rail. The first phase of Metro Rail will cost Sl.17 hillion to construct. 
Funds for the first phase are expected to come from several sources. ~he 
federal government is being asked 'to pay $654. 2 mi 11 ion, or 56 percent. The 
State of California will provide '.i214.4 million, or 18 percent. The 1/2 cent 
sales tax in Los Angeles County estahlished hy Proposition A will cont-ihute 
S152.~ million, or 13 percent; and the City of Los Angeles will provide $2C. 
million, or 2 percent . 

When these contributions are totaled, some S130.3 million in additional funds 
(approximately 11 percent of the MOS-1 construction cost) are needed for th~ 
initial 4.4 mile segment. The her.efit assessment program is designed to raise 
these additional funds, and alsc to demonstrate to the federal government tnat 
there is a strong local co111Ditment: to Metro Rail. 

S.3 LEGISLATIVE AUTHORITY AND PUeLIC INVOLVEMENT 

State Public Utilities Code 33000 et seq. authorizes the 
Director.; to establish benefit assessment districts around 
transit stations when it is determined that property would 
henefits hy virtue of being located near the station. 

SCRTD 3uard of 
one or more rail 
receive speciJl 

Following consideration of a set of recommendations from the Benefit ftssessmenc 
Task Force and of c01T111e,ts made at the January 24, 1985 puhlic hearing, the 
scam Board, on February 14, 1985, approved a resolution to proceed ..,ii;h me 
establishment of benefit assessment distr·icts for the Central Business Oisr.rict 
and the Wilshire/Alvarado areas. This resolution was forwarded to the Los 
Angeles City Council for its review and action, and was reviewed hy the 
Council's Tr3ffic and Transportation Committee. The Committee recommended 
specific amenaments for consideration hy the full Council. On May 28, 1%5, the 
City Cou~cil held an additional puhiic he~ring. The resolution was amended anct 
adopted h:,' the Cound l on Hay 31, 1985 and was returned to the SCRTD Boa,·d of 
Dire<:tor.;. On July 11, 1985 the SCRTD Board adopted the final reso1~ti0n 
creating the two spe<:i31 benefit assessment districts . 

3 
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Puhlic participation has heen encour~ged hy the SCRTD during development of th~ 
program. Owners of property in the proposed districts were notified hy maii :OC 
day prior to the puhlic hearings h?fore the 5CRTD Board and the Los Angeles ~1:J 
Council. Additionally, three workshops were held to review the progr~m with th~ 
puhlic. A task force comprised ot p,·operty .:iwners in the Metro Rai1 corriac
areas and governmental repr~sentatives met with SCRTD regularly. The Renef1: 
Assessment Task Force made a series ,,f recorr,11endations to the· SCRTD rC!gar:Jir.:: 
the henefit assessment program, mc,t of whic, were incorporated into the Roard's 
resolution. Ry way of a formal cJmruittee structure, the ,sCRTD also exten~ivel_y 
reviewed the henefit assessment program on a continuous basis witn al1 
interested puhlic agencies. 

S.4 BENEFITS 

Metro Rail will provide hot~ general and specific benefits. 

Rased on a careful.review of t~e documen!ed exoeri~~~es 
cities that huilt rail transit systems after 1970, it is 
Metro Rail system will generate a series of henefits for 

of other North America~ 
anticipated that t•·

Los Angeles. 

The ful 1 
employment 
the growth 

community should henefit 
opportunities, a stimulated 
of traffic congestion. 

from enhanced accessibility and mohflity, 
economy, cleaner air, ·and a reduction in 

• 

In addition to these general henefits, special monetary henefits should b~ • 
realized hy: 

• Owners of 
i ncrease1 
to develop 

property near the stations who should benefit from 
land values, lease rates and occupancy levels and the ahilft; 
property more intensely, where appropriate. 

• Tenants of office huildings near the stations -- who should he~efit fr,.
improved access and mohility that Metro Rail would provide and t',' 
reduction or elimination of parking costs for office emp1oyees Jno 
visitors who use Metro Rail . 

. 
• Hotel operators with facilities near the stations -- who should henefi: 

from increased occupancy levels and visitor access. 

• Retailers with stores near the stations -- who should henefit f~om 
increased sales resulting from more pedestrian activity in the station 
areas. 

Major monetary henefits are expec!ert. 

It is forecasted that potent i a 1 private-sector monetary heneFi ts rea 1 i zed fr-er< 
Metro Rail in the Los Angeles Central Ruslness District alone could range fr~• a 
lcw of $750 million to a high of more than $1.5 hill ion. In aodition, tne 
construction of the fuil 18.6 mile Metro Rail project should generate more than 
SS hillion in wages, salaries and sales in the metropolitan area, representing • 
an equivalent of 12,000 new johs. 

4 
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~enefits that property owners near ·the stations can expect fall into trre 
following categories: 

• Appreciation in land values 
• Ahility to co,m,and premium lease rates 
• Higher occupancy levels 
• Increased retail sales activity 
• Increased allowahle development density near transit stations 
• Reduced developer and tenant parking costs 

Benefits will occur at every stage of Metro Rail's df!velooment. 

Renefits are anticipated to occur at various stages of the Metro Rail's 
development. For example, land value increases may occur once ffoaT< 
construction funding for the system is puhlic:ly announced or once fortttfog 
commitments are in place and construction hegins. Once the system ~p~s. 
increased sales, lease rates and occupancy levels should occur, and enplo:r~s 
and visitors who use Metro Rail should experience reduced transoortat·on costs. 
Il'lcreased deve 1 opment density a 11 owances may he come poss i h 1 e when the fo:cif·,; 
governing hody formally adopts plans for the station areas. 

Benefits have hf!en experienced in other cities 
with recently hu1lt rail transit systems • 

Benefits associated with rail transit systems have heen documented in rrany i'f,:le-t:M 
American cities with recently huilt systems. For example, the value cf ~rt<mi!' 
development sites increased over 400 percent near the Washington, D.C. Met'"C! 
system. At least half of this increase was attrihutahle to the Metro ~y;te,,i 
( 1 l. Premium 1 ease rates hetween S1 and $3 per square foot per year have ~~ 
sustained in Washington, D.C., Toronto and Montreal within three hlocks of trre 
rail transit stations. Increased patronage and sales levels for ,·etaTf 
es tah 1 i shments after ra i 1 transit operat i ens hegan have heen docuxente-:t ri,~ 
Washington, D.C. and Atlanta, with reported ranges of 5 percent to 7J perce,:,:: 
increases in sales. Three to ten per cent hotel occupancy increases hav~ :,~'f 
realized. In Toronto, 90 percent of all new office development occu~rert nE~r 
the rapid transit system.· In Washington, D.C., 50 percent of all new ccmmercia"o 
office development has heen in close proximity to the transit syst~. r,,. 
addition, the experience in these and other cities indicates that tenanti ~-~ 
employees. near Metro stations can anticipate $600 to Sl,000 in annual pi!r~.,r,,; 
cost savings. 

(1) Walter Ryheck. Metrorail Imoacts on Washington Area Land Values. Prepared! 
for the Suhcommittee on the C1 ty. Co, .. n1ttee en Rank-~r1nance and UrhcJ'I 
Affairs. U.S. House of Representatives. January, l9R!. 
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S.5 BENEFIT ASSESSMENT DISTRICT BOUUOARIES 

A benefit assessment district -is -i clefined geographic area that hes ~e~n • 
determined to receive special· benef1ts because of Metro Rail. Figure 4 snows 
the benefit assessment district boundaries for the Central Business District an1 
the Wilshire/Alvarado areas. As :or:struction proceeds on additional ~ail 
segments, additional benefit assessment districts will ne established. 

For the most part, benefits fro~ a rapid transit system occur because reople 
walk some distance to and from transit stations. This creates tdditicna1 
pedestrian activity and improved a:cess for properties nea~ the stations. Thi! 
in turn, results in increased levels of corrmercial activity and ennanceG 
opportunity for commercial growth ar.d real estate development in transit s,a:icn 
areas. Because of this, walking ais,ances from tne Metro Rail station centers 
were the primary determinants of the proposed benefit 'assessment tli5t:·;ct 
boundaries. A set of rules regarding ·;nclusion of city blocks, considerat'.on of 
barriers to walking and adjustment of boundaries for irregular shapes was 
applied in concert with the walking di:tances .to define the proposed bou11dcri1:s. 
A half-mile walking distance for the C1;ntral Business District and o,1e-t~ira 
mile walking distance for th~ Alvarado station were used. 

S.6 ASSESSMENTS 

Working with the Benefit Assessment Task Force, the SCRTO reviewed a variety of 
possible assessment methods with the intent of establishing fair and e~uitable 
assessments. 

Section 33002 of the Public Utilities Code allows assessments to be levied on 
both land and improvements. The assessment structure assesses eith~r tr.~ 
improvement or the parcel of land on which the improvement is sitr.d. 
Improvements in use as offices, other corrmercial, retail stores, notals 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 a3sessa~le 
improvements and have been identified as prime beneficiaries of transi: system~ 
in other North American cities. If tne parcel is vacant or improved with an 
exe~pt use, tne square footage of the parcel is to be assessed. For ~xamp1e, 
improvements used for warehousing and industrial activities would ,ot t;'.! 

assessed, although the land on which these improvements are sited would be. 
Property in use for residential purposes, property owned by the puhli;. a~d in 
public use and property owned by a qualified non-profit organization anJ used by 
a non-profit organization would not be assessed. Qualified non-profl: 
organizations would i~clude those generally classified as charitable, w~lle·ncn
profit trade, busine$S or similar associations would be assessed. 
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The annual per foot assessment r·ate initially wi 11 he set at S0.30, ·•itn a • 
maximum allowahle rate of S0.42. Fiqures 5, 6 and 7 show the effects of ,~is 
rate structure on three proto-typi cal OMpe•t i es. Figure 5 shows a one-,tcry 
office huilding. Recause the squar~ footaqe of the parcel is greater ~h?n r~e 
square footage of the assessahle improvement, the assessment is has~d on t~e 
parcel square footage. Figure 6 sho~s a multi-story office huilding. The 
assessahle square footage of t~e improvement is used to detern1ne the 
assessment, hecause it is greater thin the parcel square footage. For F;gure 7, 
since there is no improvement on the property, the assessment of the par'<.ing lot 
is hased on the parcel square footac;e. A single rate for the parcel or tne 
assessahle improvement was selected, hecause it is easily explaine1 a;1C1 
administered. 

Figure 8 Shows the rates that could exist if current assumptions r~garc'ng 
funding requi·~ments for the system and assumptions regarding potentiai gros,th 
and development hold true. For this chart, assumptions on projected growtn ~ere 
ohtained from the Los Angeles Community Redevelopment Agency for the Cen~rai 
Business· Ois~rict and from the Final Environme11tal Impar.t Statement fer che 
Metro Rai1 System for the Wilshire/Alvarado irea. The max1mu:n rate l~vels ?re 
not reached on this chart, hecause the projected rates are hased on ~he 
anticipated square footage of new development. 

Given that only part of the total construction funds are needed in the, ffnc 
year or two of the program, the initial S0.30 rate will be applied durin1 tr.~s 
period. The rate may he adjusted hy the SCRTO over the next few ye?r~ as 
required hy the cast, flow needs to pay for or finance the Metro Rail sy~te,,,; hut • 
the rate would not he raised heyond tne 50.42 maximum level. The SCRT~ wi11 
review the rates at least every two years to determine whether they should he 
adjusted for changes in the amount of assessahle square feet that exist i;; thP
district. If additional square feet are present, the rates could he 1awel"e:t 
accordingly, depending on cash flow needs. 

S.6 EXEMPT PARCELS 

In addition 
assessme11ts. 

to exempt uses, 
These include: 

certain types of parcels are exe01pt 

• Land with improvements in use for residential purl)Oses (except rrcrte;J,; 
and motels) 

• land and improvements owned hy a puh 1 i c entity in use for a 1mtr'i'fc 
purpose. (If the property is either not owned hy a publ1c entity a:r is 
not in puhlic use, the property is not exempt.) 

• Land and improv~ments ownPd hy a qualified non-pn,fit organi21tion c:·~rt. 
in use hy a qualified non-or,fit orgdnization. (If the prope•ty ts 
either not owned hy a non-profit organization or is not in use ~Ya non
profit organization, the property is not exempt.) Qualified nan-oco?tc 
organizations would include those whose properties are e~emn: •J.nde-· 
Sections 202, 203, 206, 207 or 214 of the l:alHornia ;levenue ~ 
Taxation Code. 
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P::i.rcel Area: 
12,000 Sq .. Ft. 

Grea!er r:ian 

Buiiding Area: 
8,000 Sq. Ft . 

• 
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Office 

Annual Assessment: 
Initial: $3,600 

Maximum: $5,040 

Par::ef Area: 
12,000 Sa. Ft. 



, 

Building Area: 

1,200,000 Sq. Ft. 
Greater than 

. Parcel Area: 

~ 10,000 SQ. Ft. 
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Office and R: ~2.~--

• Total Anni2al Assesc:,:-:;; ;, 
Initial: $2.::,:.-:,:c 

Maximu;n: S': • . ..:. :-::, : 

Building Area: 
1,200,000 S,:: . .. • 

• 
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• 5.8 COLLECTION ANO USE OF ASSESSMENTS 

• 

• 

Benefit assessments will be collected by the Los Angeles County Tax Collectc~. 
Property owners in a benefit assessment district who are to be assessea w1,, ~e 
informea of tne assessment amount for ea~h yEar in. the appropriate sectiun 0f 
the Joint Consolidated Tax Bill. 

~ funds collected in the downtown and ,!ilshire/Alvarado benefit assessme~t 
/ ~~;as will be used to pay for or finance a ~ortion (approximately 11 percent I af 
~pital costs to build the Metro Rai: stations within those districts. ihe 

assessment revenues will be used as s~cur·ity to back bonds. Assessments will 
terminate once the bonds are retired, which c11uld be the year 2008 or earlier . 

. [f assessment revenues for a given year !re greater than the revenue neeas f0r 
that year, they will be used in one of two wa:,s: (1) to lower the rat.es for 
subsequent years, or (2) to pay off the uonds and end the assessments at an 
earlier date. Total. assessments for the MOS-1 segment (CB0 a,c 
Wilshire/Alvarado districts) will not exceed the amount needed to pay fur o0 to 
finance 5130.3 million in capital construction costs plus any associat~d 
interest, bond issuance and direct progra~ admi"istr~:ive costs. 

S.9 APPEALS AND PETITIONS 

Any person who has been assessed will Je ~fforded an opportunity to a,peal the 
assessment. Consistent with the Section 33000 et seq. of the Public Llti1ities 
Code, an appeal process has been established by the SCRTD. Rules and proc~dures 
have been established to make the process bot~ efficient and fair. Any owner af 
property or his/her legal representative may µetition the SCRTD Board requesti1g 
tnat the property be excluded from the benef•t district on the grounds thJt tne 
real property sought to be excluded is not benefited or requesting that tie 
assessment be reduced on the grounds that the assessment exceeds the benefit t~ 
tne property. Types of appeals may include but are not 1 imited to assessment -if 
exempt uses or parcels, incorrect square footage of property or improv~ne,ts, 
floor areas that are vacant because of the requirements of regulatorv codes, 
building inefficiency and property not located in the benefit as~essme~t 
district . 
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1. 0 I iffRGDUCTI ON 

The purpose of this report is to dl!SC,ibe: var-ious elements of and present t11e 
status and findings regarding the Southern California Rapid Transit District'i 
(SCRTO) benefit assessment program fo, tt,e f:rst segment (MOS-1) of the propose·! 
Downtown Los Angeles to San Fernando 1ial 1 ey l•ietro Rail subway s:,stem. The 
SCRTO has worked extensively w"ith tr,e sectors of the corrrnuni ty that ·~i 11 be 
affected by this program in order t.o ,fevelop an equitable and effective prograra. 

The report reviews and analyzes co1T1T1u,1ity participation, the legal requiremen':s 
of the program, monetary benefits that have been realized in other Nor:, 
American cities that have implemented rail transit systems, forec2sts of 
benefits for the Los Angeles Central Business District, the boundaries for tne 
benefit assessment districts, the met~od of assessment and specific progra• 
implementation elements. The contents of this report have evolved via numer~JS 
meetings involving a Benefit Asses~me.,t Task Force, other C01T1T1ittees tilat we:-e 
established to assist in the for-nui 1tio:1 of the ~enefit assessment prc~ram an-:i 
the Los Angeles City Council. 

1.1 REPORT ORGANIZATION 

Chapter 1 summarizes the legal req,1ir·~ments for the assessment program. 

• 

Chapter 2 describes the Benefi·c .lssessment Task Force, public age.icy • 
involvement, community meetings, p,,r,l ;c hearings and the role of the Los Angeles 
City Council in the process. 

Chapter 3 examines transit-related 'mpacts and benefits and the experien:es af 
other North American cities that h,ve implemented major rail transit syster;is. 

Chapter 4 exa:nines the fundame,,ta: aims of boundary setting, the ·,egal 
requirements regarding boundary defi~ition, other key factors that iog!call! 
affect the determination of district boundaries, alternative boundaries and the 
approved boundary structure. 

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

1.2 LEGAL REQUIREMENTS 

Sections 33000 et seq. of the Public Utiliti~s Cade, which h~came law ir. Janu2ry 
l984, provide the SCRTD Buard of Di:-e:tors with the authority to form ~enefit 
2ssessment districts. The SCRTD Board is authorized to- form the districts and 
to levy special nenefit assessments on property within the district; aft~r 
specific legal procedures are followed. Consistent with the Code, tht following 
steps have been taken to implement assess:nent aistricts. 

T~e SCRTD ijoard held a public hedring 
estahlistur.ent of benefit assessment 
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on January 
districts. 

24, 1985 concerning :h2 
At the hearing, interesced • 



• 

• 

• 

persons appeared and presented matters pertinent to the proposed cistricts . 
Notice of the public hearing was mailed 30 days prior to tne hearing tJ property 
owners within the boundaries of the proposed district. On February 14, 1965, 
the Board passed a resolution to proceed with the estaolishment of the benef•c 
assessment districts which described the method and amount of r.eoefit 
assessments. As required by law, the resolution included the maximum !na 
minimum rates of assessment, the purposes for wnich assessments are to he 
levied, the estimated cost of accomplishing the purposes, and dotes or 
approximate intervals at which the assessment would be levied. The re~clution 
contained a map depicting the exterior boundaries of the benefit assessment 
districts. 

The resolution was submitted to the Los Angeles City Councjl for its rev'.ew ana 
action and was reviewed by the Council's Traffic and Transportation Co:11mittee, 
which recommended a series of amendments to the full Council. The Council held 
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 Co,mcil 
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 Soard of Directors adopt2d the final resolution creating special 
benefit assessment districts for the Central Business District and tne 
Wilshire/Alvarado areas. 

Figure 9 illustrates the legal implementation process established by the 
enabling legislation and used by the SCRTD to create special benefit assessment 
districts . 
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2.0 PUBLIC INVOLVEMENT PROCESS 

The involvement of both puhlic and ~rivate interests in the development of a 
benefit assessment program is ~ss~ntial for the successful completion of t~e 
Metro Rail Projact. This chapter rt~scrihes the public involvement proce!s 
including the Benefit Assessment Task Force, public hearings, community 
meetings, the role of the Los Ange'es Clty Council and pub!ic agency in·,olvemerit 
in the process. 

2.1 BENEFIT ASSESSMENT TASK FORC~ 

In July, 1984, the Southern Californi3 Rapid Transit District (SCRTD) 3~ard of 
Directors autho~i zed the General Manager to form a Benefit Assessment' Task Force 
and to seek racommendations from it on the hest courses of action tc imp1ement 
benefit assessmant. A thirty-three rr,2mber Task Force was formed to reo~es?.nt -~ 
cross section of private and publi: ;ector interests along the entire 18.f. m1le 
Metro Rail alignment. 

During Task Forc:e meetings, the SCl<TC staff presented information, hackgrounc 
and conclusions to TasJc Force .nemhers- on the benefit assessment pr·o-,rar,,. 
Presentations and discussion concer~ed such general topics as: criteria for 
district houndary definition, alt~rnative assessment structures, revenue ,~eds 
and uses, the assessment data hase, experiences of other North American citi2s 
implementing rapid rail transit systems and anticipated monetary benefits for 
the Los Angeles area. The Task =orce was asked to review a var;ety cf 
assessment program options and to offer advice and recommendations for 
consideration by the SCRTD Board ccncerning the equity and appropriat2ness of 
the options. On January 30, 1985, the Aenefit Assessment Task Force acopt2d a 
set of recommen~ations for consirter3tion by the SCRTD Roard of Directcrs anc 
others involved in estahlishing berefit assessment districts. 

The memhers of the Benefit Assessm~nt Task Force included: 

Mr. David V. Adams 
Pr~sident, Morgan Adams~ Inc. 

Mr. William Bentley 
Manager of Real Estate 
AT & SF Railway 

Mr, Waldo Burnside 
President i Chief Operating Officer 
Carter, Hawley, Hale Stores, Inc. 
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Mr. r.eorge Allen 
Executive Vice President 
Wilshire Chamher of Co~merce 

Mr. Morton Rowman 
President 
Los Angeles Diamond Company 

Mr. \-lende 11 Cox 
Commissioner 
Los An~eles County 
Transportation Corrmission 



Mr. Al Dorskind 
Vice President 
MCA, Inc. 

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

Ms. Jan Hall 
AATF Chairman 
c;ty Councilwoman, Long Beach 
SCRTD Board of Directors 

Mr. Herman Hendricks 
Coleman Security Service, Inc. 

Mr. Tom Houston 
Oeputy 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 
Oepartment of Consumer Affairs 
County of Los Angeles 

Mr. Jeffery Olir, 
~xecutive Vice President 
North Hollywood Chamher of Conmerc:e 

Mr. Wayne Ratkovich 
President 
Ratkovich, Rowers, Inc. 

Mr. Rruce Schwaegler 
Preside'1t 
Bullocks 

!8 

Mr. Oan Garcia 
President, City Planning 

':ormii s s ion 
Munger, Tolles & Rickhduser 

Mr. John Gostovich 
Chairman 
A.F. Gilmore 

I 

Mr. Arch Hardyment 
Senior Vice PresidEnt 
Security Pacific Natio~al Ben~ 

Mr. Melvin Hooks 
President ' 
Minority Developers Association 

wr. Stuart Ketchum 
President 
The Ketchum Company 

Mr. Rohert Maguire 
President 
Maguire/Thomas Partnership 

Ms. Marcia Mednick 
Vice Chairperson 
City Transportation Colll1lission 

Mr. Wayne Miyahara 
Merit Savings~ Loan 

Vice President 
Production Facilities, Hollywood 
CBS Television NetworK 

Mr. Manning J. Post 
Chairman 
CRD Citizens Advisory Committee 

Mr. ~oJney w. Rood 
Executive Vice President 
Assistant to the Chairman 
Atlantic Richfi~ld Company 

Mr. Christ~pher L. Stewart 
Executive Vice Presider.t 
Central City Association 
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2.2 

Mr. Richard S. Volpert 
Head, Real Estate Department 
O'Melveny & Myers 

Mr. James Woods 
President of CRA Board 
Community Redevelopment Agency 

PUBLIC HEARINGS 

Mr. Bi 11 We 1 sh 
President 
Hollywood Chamher of Commerce 

Two puhlic hearings were 
districts. The first was 

held concerr.irg the estahlishment of benefit assessment 
held hy the ~CRT□ Board of Directors on Jan~ary 24, 
of intent to estahlish benefit assessment districts, 
on Oecemher 20, 1984, was the basis for the he1ring. 

• ·1985. The resolution 
passed hy the SCRTO Board 

Puhlic hearing notices were mailed tc the affected property owners on Oeci!fllber 
21, 1984. An advertisement announ-:ir.g the hearing.was placed in the L,:is /\ngeles 
Times, the La Opinion, Downtown News, ,:orea Times, the Daily News, the Ser.tine;], 
the LA Daily Journal, the Westlake Pest and the Rafu Shimpo. 

The SCRTO Board approved a Resolution to Proceed with the Estah(ishment oJf 
Benefit Assessment Districts on Fehrcary 14, ·1985, which was submitted to the 
Los Angeles City Council. The Council notified the affected prope~ty owners 
thirty days prior to an additional public hearing that was held on May 28, 1985 . 

2.3 COMMUNITY MEETINGS 

The SCRTO held three community meetings to provide information on the Metro Rai1 
Project and the henefit assessment districts and to solicit comments on the 
proposals concerning henefit assessment districts. Two meetings we,·e held Jn 
Novemher 29, 1984 _and one on November 30, 1984 at the following locations: 

• November 29, 2:30 p.m., Park 01aza Hotel 
• Novemher 29, 7:30 p.m., Parker Center 
• November 30, 12:00 Noon, County Hall of Administration 

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

At each of the meetings, a slide presentation was made that summarized the M2trc 
Rail project, its status, the henefit assessment districts and the proposea 
method of assessment. Comments were 2licited from the meetings and conc2rns 
addressed. 

The Benefit Assess~ent Task Force reviewed the comments and concerns as part of 
its procedures prier to making policy recomnendations . 
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2.4 LOS ANGELES CITY COUNCIL 

After the SCRTO Board approved a resolution to proceed with the establisnmenc of 
benefit assessment districts for the MOS•l segment of the Metro Rail system, tne 
resoluiion was submitted to the Los Angeles-City Council. The resol~,ion ~as 
reviewed by the Council's Traffic and Transportation Committe~, ~hie~ 
recommended a set of amendments. The City Council held a public hearing on she 
resolution on May 28, 1985, and interested parties had another opportunity t~ 
voice their op1n1ons before this elected body. The Council adopted the 
Committee recommended amendments and the amended resolutio~ on May 31, 1?85. 

2.5 PUBLIC AGENCY INVOLVEMENT 

• Two on-goning committees- were formed to provide interagency expertise and 
evaluation of technical issues regarding the SCRTO benefit assessment program. 
The Professional Development Council (POC) consists of professional st~ff from 
local public agencies involved in the Metro Rail project. The Interage~cy 
Management Committee (IMC) members represent management level individual:; 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 regularly to discuss benefit assessment subjects. The IMC 
reviews POC efforts, resolves technical-issues which remain unsettled ar.d makes 
recommendations to_ the SCRTO Board of Qi rectors on requested actions. 
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3.0 DEFJNITION OF BENEFITS 

The underlying hasis for a benefit assessment program is the inc;denc2 of 
monetary henefits resulting from construction of a puhlic improvement. ,n,s 
Chapter examines transit-related impacts and henefits hased on the ex~er~ences 
of other North American cities that have implemented major rail transit systems 
since 1970. The types of henefits, potential beneficiaries and the t:me-frames 
in which benefits may he expected to occur as a result of implementing a rapia 
rai.l transit • system are reviewed. Monetary henefits forecasted for tte Us 
Angeles Central Business District as a result of implementation of the l"f!t.-o 
Rail system are also presented. Finally, the implications of these her.efit 
experiences on the structure of the Los Angeles Metro Rai 1- henefit assess;,,ent 
·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 land use a'.lel 
development decisions in specific areas. These decisions may re~ult in a 
variety of economic impacts. The documented experiences of North Aner~can 
cities that have implemented major rail transit systems since 1970 sug'cje!.t that 
the economic impacts of transit systems on property and property owners can be 
divided into two broad categories, hased on the size of the area impacted. The 
first category includes effects that occur colllltunity-wide and in r~latively 
large geographic areas. The second category includes benefits that 1ccrue to 
specific parcels of land. In addition, these experiences suggest that b~~efits 
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 :.everai 
decades. It is important to note as well that property owners must ty?ically 
undertake some action such as selling a pr.operty, advertising distance from a 
station or modifying development plans in order to capitalize on the her.efits 
associated with the transit system. 

Examination of the henefit experiences of other cities with major rail transit 
systems in light of the existing economic conditions in Los Angeles ino!cates 
that similar benefits can. t:e expected to occur as a result of implementation of 
the Metro Rail system. Forecasted benefits for the Central Business Distric: 
station areas range from a iow of $729 million to a high of $1.46 hillion. 

Based upon the incidence of these henefit5, there are essentially two ways tn 
which to implement henefit assessments. The first involves directly calculating 
the henefits which accrue to individual properties hecause of Met~o ~ail. 
However the analvtical tools and required experience for direct henefiC • • calcul~tion may not he availahle to implement this type of program. There ts no 
legal requirement that this he done as well. A second method of ben?fi: 
assessment examines the revenue needs against the levels of benefit calcul~ted 
ahove to determine whether they are equitahle and then estahlishes an a~sess~ent 
rate structure which spreads the assessment equitahly among the henefitting 
properties. This ...ould appe:!r to he the most appropriate means fer 
administering the Metro Rail benefit assessment program . 
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3.1 COMMUNITY-WIDE/REGIONAL EFFECTS OF RAIL TRANSIT SYSTEMS 

Co11111unity-wide/regional effects of rai 1 transit systems include ir.,pacts tl'lat 
occur in relatively large geographic areas. Although they cannot he allotte~ to 
specific parcels of land, a review of these effects provides some ir.si~nt :ntc 
the general geographic location of he~efits and establishes a basis for tte 
analysis of specific impacts provided later in this Chapter. 

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

3.1.1 • CHANGES Ir! REGIONAL GROWTH PATTERNS 

One measure of the impact of constructing a reg)onal rapid-transit systen is tl'le 
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 ~tlant~ 
suggests that rail transit systems have an influence on the location 3nd 1c~le 
of uroan growth. 

• 

For example, Toronto, the city with the most extensive rail transit opa~dt\n~ 
history Since World War II, illustrates the effect tnat a regional rail trar.si-: 
system may have on urllan development patterns. The Toronto Transit Co,miiss1on 
reports that its system has accounted for, directly or indirectly, the l::cati-Jn 
of approximately $30 billion in new·co1T111ercial construction since the system·s 
inception, Expected future growth as a result of Toronto's system is fo~2cas: 
to he app.-oximately $20 billion by the year 2001. Examination of buflo1n1 
permit activity indicates that, between 1954 and 1984, approximately one-half o-: • 
all new apartment construction occurred within walking distance of a r3pic 
transit station.(l) During the same period approximately 90'.I; of all 11ew office? 
construction occurred adjacent to the city's downtown subway system o~ in clos~ 
proximity to other regional rapid rail stations. Over one-half oi tiis re-" 
space was constructed in the last ten-year period near the original Yonga S;ree~ 
system a1ignment. This can he largely attributed to coordinated planning a,c 
the recogr,ition by both public and private interests that heneriu would ':c: 
realized by locating new development within walking dista,1ce of exiscin~ 
regional rail facilities. 

An emoirical analysis entitled "Public Transportation in the Chicago 
Metrop6litan Region" ccmpleted for the Governor's Transportation Task Force in 
1973 documents significant benefits accruing to the Chicago metropolitan are, 
over the life of its transit system.(2) For the ti~e-frama between. l94S ~nc 
1970, the study found that the system had generated near:y 5€ billion i1 
quantifiable socio-economic benefits. Annual regional travel time a:;a out-cf
pocket expenditure savings for ChicJgo-area residents was estimated to totai 
approximately 5240 million. During this time-frame, the existins Ch1cag~ 
Regional Transit System had required S750 million in private and public T.Onies, 
and che system was credited with producing cumulative henefits of nearlt eighc 
times the level of cumulative investment. The vast majority of tnese henefi"; 
wer~ attributed to the design and location of the transit network anc its effec: 
on land use patterns and locational preferences of residents and h•Jsiness;,s. !n 
)ie~ of sprawling urban growth, cledr growth ~atterns, coinciding with ChicJga'; 
rapid transit system, emerged along distinct corridors emanatfny ftom downt:iwn • 
Chic3go. 
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The regional rapid transit system constructed in ~asnington, D.C. nas also 
demonstrated an influence on ov~r«li development patterns. Between 1979 and 
1982, approximately two-thirds of ~11 cor,rnercial development in the region took 
place within sixty geographically defined. development centers, forty-six of 
which were located near existing or: f:Jtt1re ra11 transit stations. During the 
same time-frame, nearly one-ha]·· l)f "11 cwrmerc,al floor space constrtJctea in 
the Washington, D.C. metropolitan :·e9io~ was located near existing or future 
Metro stations, accounting for an 'nvestment value of over S2 billion.(3) 

In Atlanta and San Francisco, tl1e ability of regional rail systems to attract 
commercial activity has been less pr,Jno~nced. While joint-development and other 
commercial activities have tak.en p"'a,;e in some of the station areas, the level 
of activity relative to regional 9rowtr. has not resulted in significant changes 
in regional growth patterns in thO$e cities. Even so, both Atlanta and San 

• Francisco are seeking major extens'.o~s to their systems. 

3.1.2 DEVELOPMENT IN THE CENTRAL IIUSINESS DISTRICT 

A second predictable COITl11unity-wicle'regional effect of a rai 1 transit system is 
enhanced development of a COITl11unity'; Central Business District (CBD). The 
tendency for development to conc~ntrate near transit stations in Centn 1 
Business Districts has been cor.siste:itly observed in North American cities witti 
rail _transit systems. 

In the greater San Francisco metropolitan area, downtown revitalization has been 
enhanced by the Bay Area Rapid Transit (BART) system, not only in San Francisco, 
but also in the older downtown areas of Oak.land and Richmond. BART has erhanced 
the ability of the city of San Francisco to revitalize the Mark.et Street area • 
and it has facilitated the expansion of the financial district to the area ~out~ 
of Mark.et Street. In Oak.land, BART has played an important role in financtn; 
several public redevelopment projects, which were subsequently instrumental in 
attracting a college campus (Laney College) and two major office buildings fn 
downtown Oak.land. In Richmond, new CBD development has been limited, although 
the location of the S30 million Social Security office building was dir~tly 
related to the etistence of BART, This building generates property tax ~eve~ues 
for the city of Richmond that are greater than the tax revenues for the enti~e 
project area prior to BART,(4) 

Significant development in the transit station areas of Atlanta has not y~ 
occurred, but development that has occurred has been primarily conc.'!ntrat~ 
adjacent to stations located in the Atlanta CBD and along the Metropolita~ 
Atlanta Rapid Transit Authority (MARTA) North Line, with the majority loca~ed 
.iithin one or two block.s of a station.(5) 

In Washington, D.C., one-half of the commercial development activity' occurrfn~ 
in the region has been in Metrorail station areas. When the CBD portion of tn~ 
development is examined, the result is even more striking. In the C(;re 
jurisdictions of Arlington and Alexandria, Virginia and the Dist~ict ~f 
Columhia, 97 percent of the commercial development that ,,,as undertdk.en between 
1979 and 1982 was located in rail transit station areas.(6) For tho;e S-lllle' 
jurisdictions between 1976 and 1980, 91 percent of the net incre<1se ir11 
employment occurred in Metro station areas.(7) 
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3.1.3 CONTEXT FOR TRANSIT-INOUCEO, COMMUNITY-WIDE/REGIONAL EFFECTS 

This review of transit-related, conr~unity-wide/regional effects is not tnte-rcre:-:: • 
to imply that these effects ar1! solely the result of the presence of i,-at.1 
transit systems. An examination of the experiences of other cities with ma,t.IT" 
rapid transit systems suggests that two additional factors are partict.Tar-TT:f 
important in determining the ultimate level of benefits that may be derived f~ 
a system. 

Fi rs t is ttie strength of the underlying commerci a 1 market. . Without .~ stror.~ 
existing market, the effects of & transit system may he limited. For exarnµTe. 
the limited development that has o,:curred in the Atlanta station areas ma3 r.:e 
partially attrihutahle to the gen,!ral economic conditions existing hebeen 1~71 
and 1982, when many of the MARTA ir.1pact studies were performed. In gEr.et"a:l ~ 
transit supports development and co11111ercial activity. In San Franci~co. fa;~ 
instance, case study examination o·:' station areas concluded, "while BART canr.C.C 
create markets where they do not e::ist, it can serve and enhance markets. and ac:: 
as a catalyst for puhlic and privage decision making."(8) 

A second major factor in determ•ning the potential economic effects cf a r-an 
transit system is the ro1e of ti'le puhlic sector. The level of puhlic-sect.o:,· 
support and the associated public policy decisions clearly impact, hoth directi~ 
and indirectly, the. benefits ti'lat are likely to occur fol lowing construc:io:i c,of 

a rapid transit system. Land use Jllanning and decisions near transit st;.tiams 
are one type of puhlic policy decision that directly influence the rnnetary 
impacts of a rail transit system. • 

3.2 SPECIFIC EFFECTS OF RAIL TRANSIT SYSTEMS 

Stemming from the community-wide and regional effects of a rail rapid t~arr.$t~ 
system are a series of henefits that occur at the individual property level. Tire 
existence of these specific effects provides the primary hasis for the 
estahlishment of a henefit assessment program. 

These specific, transit-induced henefits are the result of the r.?soonse c,• 
various commercial markets to the enhanced market identity, inc~e~se<.: 
deve 1 opment capacity, and the concentration of higher density deve 1 opment ttr;m;: 
occurs in the areas surrounding the rapid transit stations. The market. reo;pc;:-rs.e? 
reflects the improved accessibi 1 ity (both actual and perceived) prc:-viaed t·ai 
properties close to rail transit stations, the channelization of pedest.~d1111 
trdffic close to retail facilities resulting from transit patronage, t'Te 
opportunity to use the rapid transit line as a husiness selling point, and, t4 

some cases, the decrease in the demand and need for parking for customers i!l1l'dl 
employees. 

The level of benefits accruing to individual property owners wi 11 clearly • it-e 
related to the uncerlying strength of the Los Angeles co11111ercial mar~et, t:11>1? 
willingness of puhlic officials to accommodate transit-inauced growth, till!!! 
individual actions taken hy property owners dnd ~usinesses nedr the stations~.-.:!! 
the joint-development projects that have heen ~reposed or are in the coordind~ 
design phase at almost every first-phase Metro Rail station. The joi.rnt:
development opportunity in Los Angeles represents a level of private and puo.i.ft.:: 

• 

sector coordination that is unprecedented in the Uni:ed States, and the • 
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successful completion of these projects should further enhance the mar•et 
identity of the Metro Rail station~ and serve as a catalyst to follow-en ~t1t!on 
area development. 

3.2.l RECIPIENTS OF SPECIFIC BENEFITS 

The owners of real property and the proprietors of hotel, retail, co,crne--cia1 
office and other commercial establ-'shments located in the vicini.ty oi Metre Rai i 
stations are anticipated to be prime beneficiaries of tne sys:en's 
implementation. In addition, tenants, visitJrs and employees locatea in the 
vicinity of Metro Rail stations should enjoy a wider variety of retail sr.opping 
and entertainment opportunities as well as the improved accessibiiity and 
convenience offered by the transit system. Employers may experience great~r 
visibility and subsequent improvement in employee recruitment and retention. 

3.2.2 CATEGORIES OF SPECIFIC BENEFITS 

Significant specific, 
beneficiaries include: 

monetary ben·2fits anticipated to accrue to these 

, appreciation in land value; 
• ability to co1m1and premium leas2 rates, 
• increased allowable development de~sit) in the vicinity of tran~it 

stations; 
• increased retail sales activity; 
• higher occupancy levels; and 
• reduced developer and tenant parking costs. 

• Rapid transit-related land value appreciation is the additional increase in 
market value that occurs on a property located near a rapid transit stati,n. It 
is measured as the increase that occurs over and above any increase thJt may 
occur in the same time frame for a comparable property that is not in tr.e 
vicinity of a transit station. 

• 

Similarly, transit-related premium rent is defined as the differentia~ be':·..ieen 
higher rents that can be negotiated in transit station areas versus those tha': 
are prevalent in comparable areas not served by rapid transit. 

Density of development in the vicinity of transit stations wi 11 be ref'e,:tiv<? o~ 
both public and private sector decisions. The development of a transit sy,tem 
provides the opportunity for public officials to focus land use planning and 
policy efforts in well-defined, highly visible areas. This increased ~ubi1c
sector attention, coupled with the attractiveness of transit station are3s for 
commercial development, may generate public policy decisions res'ar,jir.g 
develo~nent density where they otherwise would not have even been consicered. 

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

Increased hui1di~g or hotel occupancy levels occur as a result of erhan:ed 
market identity of properties located in the vicinity of a transit stacior.. For 
hotels, increased demand may result from direct connection to transportacion 
facilities or other major activity centers, such a; convention ce~ters or 
meeting places, or fr:llll the enhanced ability to package two or mor~ ,,otels to 
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compete more effectively for convention business. 
huildings occurs more often in older buildings 
response to the higher lease rates made possible 
system. 

Increased occupancy in office 
that undergo renova;ion in 

ty the presence of the transit 

Finally developer costs may he reduced if partin; requirements for bu1ldirg: 
near a transit station are reduced. The productivity of the developed S)ac~ ~ay 
be increased and the breat-even rent reduced. 

3.2.3 SPECIFIC BENEFITS EXPERIENCED IN OTHER NOP.T:1 AMERICAN CITIES 

These categories of specific effects have heen documented fo~ cthe,- North 
American cities with major rail transit systems. This section summar·;z?s t,,e 
experiences of these cities under two hroad C3tegories: land/r~al estate impact; 
and sales impacts. 

The level of influence that the impleme~tation of· a regional rapid ':.rantit 
system has on the land values of properties s•Jrrounding station areas is related 
to the strength of the underlying corrmercial markets and the effects of ~uhlic 
policy decisions. As a ~esult, overall land impacts of transit havE varied 
among North American cities with rail transit systems, ranging from the rn<nim~l 
land-value increa$eS associated with the San Francisco Bay Area Rapid Transit 
(BART) System to a level of nearly $1 of net land value increase for ea~h Sl of 
capital cost investment, as was experienced in the Washington, O.C. region. 

The City of Toronto has experienced a significant, concentrated increase in 
urban land values. Since 1954, over 901 of all new office space and SO~ of all 

• 

residential development has occurred within waiting distance of rail transit • 
station areas. Appraisals of individual parcels located within waiting dista,,ce 
of the rapid transit stations indicate that those parcels have experienced 
yearly increases in value 101 to 151 ahove city-wide averages.(9) To,·onto nas 
also experienced documented increases in housing values following implementat!on 
of the suhway system. Based on a 1978 sample of residents along the Spa di ,,a 
line in Toronto, the average time savings resulting from the rail transit ,yste,:i 
was 4.11 minutes. Assuming 250 wort-related round trips per person ~~r yea,-, 
the total commuting time save<l by a resident was 34 hours, which was translatea 
into an annual dollar savings of S120 per person. By adjusting the apprc~riJtd 
price indices to reflect the decrease in commuting time, the study Jetemined 
that the effect of the subway on the market value of an average huuse in ':he 
Spadina area was $2,237 per year.(10) 

Among U.S. cities with recently built rapid transit systems, Washin9tan, D.C, 
has experienced the highest level of documented land value increase~. A U.3. 
House of Representatives subconnittee report published in 1981 found th3t 
commercial land values in downtown Washington, O.C. increased hy Sl.6 billion 
over inflation bet'Wl!en the opening of the Metrorail system in 1976 and 1981. 
During this period, significant land value increases al so occurred in ~h-? 
suhurhan areas of ilashington O.C. served hy the system. For example, over SJo 
million in increased cosm,ercial land v.ilues oc~ur.~d in the ~ail transit stacion 
areas of Montgo111ery and Prince George's counties, and at least SlOO mil:ion w1s 
added to residential land yaJ~es in the Arlington County areas served hy tn~ 
initial stages of Ule Metro sJstem.(11) These <:to::umented increases were o•,e<"' 
and ahove the rates of increase e~perienced hy propercies not served hy thP. 
rapid transit system. Local assessors' offices have reported that the value of • 
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prime commercial office propertie~ 'nc,e!:et fr::n S'.<.OG to $150 per square foot 
in the early 1970's to an excess .cf SSGO per: S~L•a~e fJc,t in the l980's. Prembm 
rent increases are conservativeli• '!St1n,ateci H Si. to S2 ~er square foot. The 
net property value increases associa~e.j ~:ith t'1e wa;hington, O.C. Metror?,ia 
system are expected ultimately to r.:iugh'.y ee;uJl the total capital cos·c of t:ie 
system.(12) • 

The Atlanta Regional Co1T111ission has suonsor?d I s~ries of studies exam1n1ng the 
impacts of the MARTA system. The Cu11?11is:i,111'; ;tudies on land value c./Tonges 
indicate that high intensity puhlic and ~r'v,ce jEvelopments have occurre1, 
particularly in the Atlanta Cent.·a 1 Jusi-,ess 0-istrict and along the MART.; Norttt 
Line, with the majority of develo:Jments witrin nn.? or two hioclc.s of a station. 
Several developments have been cous~ruct~d or 1zre ~ianned with direct access to 
the transit facilities.(13) A t:io~ough anc.lr.;i~ of property value cha.,ges 
occurring in Atlanta has not yet been 11r,cuce:L ~•it preliminary examin~tions of 
parcel-level henefits in transit s':a::io11 1reus ;ndicate that, hetween 1975 anc1 
1979 (when MARTA service commence,j), a·1eNgc ?ease rates in the At 1 anta Central 
Business Qi strict increased by app,·o:<imat?iy Z'i percec1t compared to an •?·,era~ 
18 percent increase in two other A-~lar:til .nark.~ areas not served hy transit.(:,q 
Initial comparisons between two statio,, a.-ea; where the transit system had ::ieen 
in operation for two and a half ye1ri a,10 nthJr ar!!as not served hy transit 
indicated that, since 1970, tne t~a,s1~ st~~lon Jr~as ~•~er:enced residential 
property value increases higher th~n tne ccn,r~j drJas -- 263 percent vs. 219 
percent in one case, and 364 perce.,t ,s. 19! ,:ier-:e,,t ir. :.he other case.(15) 

In Miami, a study by the Departme,,t of ?top~rtf Ap11raisal found that changes in 
property values varied widely amon3 s:at•icn 1re:cs from 1980 to 1983, w;tn 
overall increases ranging from l par:e,,t to lSC perr:ent. The median incre~se in 
property values was appn,ximatel; 33 per:ent over this time span.(161 7te 
influence of the underlying mark.et appe1red J~rt:c~lar:; significant in this 
case. The lowest level of 13rd li:,p:-eciatior: was experienced in a,·eas 
characterized hy single family anc: apartll'e,,t s;;ructures in poor conditio1t ar.!S 
poorly served by retail businesses. Station areas experiencing higher land 
value appreciation were located .,ea,· qu!lity ,etail businesses and higr.er 
quality housing--: areas with a strcn~er e~onomic ha,e. In general, resident,~1 
areas tended to have a lower rate cf appr~cia:icn, while the highest overall 
level of land value increases were ·,n th? '1iami d-Jwr:town area and other exi~ting 
co,,..,,ercial centers served by the first-p;1ase of Miami's rapid rail syster.i. 

Examination of the illll)ac:ts of the s .. n Fr.incsscc B.\R'° system on station-a,·ea 1and 
values indicates that the system hts ilad a pcsiti·,e, hut limited, effect. T!1e 
BART system has contributed to i.,crea3e<l ieas? ;-ates in the Central 3usiness 
District areas of San Franc:isco, 01kla,d and R,chmond since BART service 
co,,..,,enced. In addition. lu.d value incr?a~es in the Mission district have ~een 
partially attributed to tile transit syste.n. Sufficient information is curren~ly 
not avai lahle regard~n9 ~ effects "Jf BA:H on ld'ld values in any of the cac 
areas.(17) The SART experieflce surports ~he iirpo:-t!nce of public sector actions 
on the ultimate effect of a transit syste.11. !'1;hlic policies adopted at the time 
of BART planning and implementat'.on d!d not ~ro;note the development-<Jenerating 
potential of the system and may have ~•!er. ;e,•,·ed to counteract the syste,tt's 
potential econ0111ic benefits. SpecificallJ, the down-zoning of land 1n so.ae 
station areas likely had tlle effect of ddmpcn:ng land value increases. Ta _sJll!e 
extent, t:iese po 11 ci es aa,. have haer, th·? resu 1 t of 1 aclc. of recent ~xpert e.'!ce 
with major rapid rail systems. gi vt:ll that Bt-.RT constituted the first maJor 
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system to he constructed in the United States in some time. In addition to tne 
effects of puhlic 
accessihility and 
system's land value 

policies, perceptions 
poor service provided 
impacts. (18) 

oy area residents of limited 
by BART may have detracted from tr.e 

The implementation of a regional rapid transit system may also influence th& 
level of retail sales activity that occurs near the rail transit station~, 
principally for two reasons. First, there will likely be a higher concentratior 
of office employment and retail establishments near transit stations. Seconc, 
the system's ahility to channel pedestrian traffic and extend the noon-time 
shopping domain of employees may increase the amount of retail purchlses. 
Because levels of retail sales can he directly influenced hy transit sfs~em 
patrons, hefore and after surveys of retail sales activity yield another measure 
of transit system benefits. 

·stud_ies conducted by the Atlanta Regional Conmission provide the hest avail-1r.le 
documentation of the impacts of rapid rail systems on retail sales for stores 
located near transit stations. A survey was conducted among a numher of Atlanta 
business owners, asking their opinions on the effects of the system on retail 
sales. The survey found that 49i of the respondents expected their sales to 
increase as a direct result of the rail station.(19) The distance the 
respondent's husiness was from a MARTA station played an important role in ,1ow 
the respondents perceived benefits from the system, with owners located cl Jser.t 
to the station anticipating a higher level of henefit. 

Research in other cities indicates a high degree of general reliance for major 
downtowfl retail centers on puhlic transit. For example, a large retail c,::,mple:1 

• 

in Philadelphia, Gallery I, was developed in conjunction with a transit station 
providiflg access to several rail systems - suhway, Port Authority Trans!t • 
Commission of Pennsylvania (PATCO) and the high-speed Lindenwold rlfl line t.o 
suhurhafl New Jersey. A major retailer in the complex, Gimhel's, conduct~d 
surveys which showed that a majority of its patrons arrived hy trans1t. !n 
additiofl, 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~li 
ahove 1977 levels~(20) 

An additional henefit resulting from rapid rail transit is increased off~p~a~ 
ridership. When Washington, D.C. opened its first 4.6 mile rapid transit 
segment, it experienced a third peak ridership period (in addition tJ the 
morning and evening peaks) _from retail-oriented trips during the noon hour. T~e 
downtown Woodward & Lothrop department store experienced a 7oi incre1se ·in 
customer traffic when the Washington Metro Blue Line opened heneath its store. 
This increased customer volume has heen sustained.(21) 

3.3 SENEFITS RELATED TD WALKING DISTANCES 

As can he ohserved from the previous discussion, transit-induced, specif1c 
henefits occur 1n relitive proximity to the transit stations. Based en 
interviews of oroperty owners near transit stations in AtlantJ, Miami ar.c 
Washington, D.C. and on the recognized relationships hetween·pedestiian activity 
levels and transit-related, - monetary henefits, it is clear that tre 
detenniMtion of the geographic extent of monetary henefits is related to the 
distances that ?eople will walk to and from transit facilities. 
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Several studies of other North Ameritan tra,1sit systems have examined walking 
distances to and from transit sto~s tu provide some insight into distances 
patrons are willing to walk when. using a transit system. Those d~ta are 
summarized in Table 1. In the c,,ses whE"re only ne walking distance tc the 
station/bus stop was measured, the stated fi9ure is also assumed to be roughly 
reflective of the distance a patron is willing to walk from the station to reach 
his/her destination. 

I 
The data in the table suggest two co,1clus'.ons. First, riders will apparently 
walk a greater distance to gain access to a r·ail system as opposed tJ a bus 
system, presumahl~ because of the l1igher level of service and perceived 
reliability·of rail systems. This fi,1ding ii suggested by the Toronto/Edmonton 

.study and appears to be supporte1 by the data in Table 1. Second, a 
conservative estimate of reasonable ave:age walking distances appear to fall 
within the general range of 1/3 to 1/2 ~ile. 

3.4 TIMING OF BENEFITS 

Benefits associated 
necessarily occur at 
system planning and 
benefits. 

with the imp1em~ntatiJn of a rail transit system do net 
once but are reltted ~o :~e various phases of tr1nsit 

construction. Thi.; ,;ection examines this time cycle of 

The cycle of land use impact begins whan the marKet becomes convinced tr.at the 
transit project will take ~lace. 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 Ar,g~les r'1etro Rai 1 project, the announcement 
of a federal grant approval for the fir;t-phase segment of the system would 
likely serve as a comparable critical e,ent. 

Other events that may influence the ,narket response include the first visible 
signs of construction and related public annoJncements, the beginning of testing 
operations, and the opening day for a stst.en: ,;egment or station. In addition ~o 
ea1ents related to system construction o:- ope,·ation, formal changes in rules 
governing development, such as the ado:")tior. ,if station master plans or density
bonus zoning programs may provide an lmoetus for development of long-range real 
estate plans or initial land assem,,lage efforts. In those projects wi1er~ 
developers reach coordinated design Jgree~ents with the transit operator, 
construction will proceed in conjunction with station construct1on. Te1ant 
response to transit station location r.o~mally does not occur until ju~t prior tJ 
system opening. 

The overall land use impacts of the transit ~ystem evolve over the planning, 
construction and operational phases ass~ciated with the system. 

3.4.1 PLANNING 

Curir.g the early phases of transit syst?hl development, land use impacts rr.ay 
result from land speculation. For example, in Atlanta, over 90 percent of all 
v~cant or underdeveloped parcel~ of five ac~es or more located close to station 
areas were purchased within iess than thirty days of the passage of the area's 
regional transit-related bond issue, generating the first roun~ of 1ahd 
appreciation. Developers of la,,d parcels cl.:,se to ua1sit stati1Jns evaluate 
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CITY 

Atlanta· 

San Di ego 

Toronto/Edmonton 

Washington, D.C. 

CITY 

San Francisco/ 
Oakland 

Miami 

Hono1ulu 

TABLE I 

TRANSIT-ASSOCIATED W~LKING DISTANCES 

RAIL SYSTEMS 

WALKING DISTANCE 

.6 miles 

3.1 hlccks 

.6 mn es 

1.1 miles 

BUS SYSTEMS 

WALKING DISTANCE 

2.7 hlocks 

.3 miles 

1.4 hlocks 
(approx .. 14 miles) 

30 

MEASUREMENT,AND SOURCE 

Average walking distance to 
stations (1980 On Board surv~y 
of 9,000 MARTA usersi 

Median walking distance frcm 
trans it station to do1,,-nto·,m 

• destination (1983 Rider~ni~ 
~urvey of 5,000 users) 

Median walking dist3nce to 
station (1980 Survey of 2,000 
Employers/Residents) 

Median walking distance to 
station (Prediction curve 
based on 1979 onhoard survey 
of 3,000 workhound METRO 
users) 

MEASUREMENT AND SOURCE 

Average walking distance from 
starting point to hus (1979 
On Board survey of 1,500 hus 
users) 

Average walking distance to 
and from the hus (1980 Un 
Board survey of 26,000 hus 
users) 

Average walking distar.ce to 
the hus (1982 Survey of 2,800 
hus system users) 

• 

• 

• 
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market expectations for these properties. The level and timing of spec~lative 
land use investment wi 11 depend Llpnn the overall strength of the real estate 
market in particular station areas and on the timing of station master plans ana 
similar zoning changes and activities. For instance, given a strong real estate 
market in a station area and the e1rly adcption of associated land use plans ana 
zoning, speculation prior to comme,1cement of system construction is likel}. 

In other cases where the market is weaker or the status of public po~ic,. 
decisions injects ambiguities into the r·eal estate and development de,:i;io'.1-
making process, land speculation may te del~yed or may not occur at all. This 
was the case in Oakland, where l~nd speculation and actual development did net 
occur untit several years after tha BART stations opened. The timing of private 
sector response to station area develcpment opportunities may also be influencEct 
hy the local transit authority's wiilingness to design and construct st1ticn 
facilities cooperatively with adjacent r.ew development. Notable examplas of 
this type of joint development include th!! Southern Bell office headqua;t·e.-s 
building in Atlanta, the International SGuare building in Washington, D.:., ar.d 
the Bakery Development and Da?eland Ncrth Ccmplex in Miami. 

3.4.2 CONSTRUCTION 

During system construction, where l,1cai veh·,cular or pedestrian traffic 11'.ay be 
disrupted, negative impacts can occur. 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 street 
closings. Retail sales declines during this time period are not uncon:mon. In 
addition, due to uncertainty of the merket caused by such general inconve~ience, 
older or marginal office buildings with short-term lease agreements can 
experience increased vacancy rates. Fowever, the introduction of new feeder bus 
lines and the subsequent concentrction of boardings and alightings ciose to 
future station locations may initiate some cf the positive land use impacts 
anticipated to eventually occur to a ~reater degree from the introduction of the 
rail system. 

3.4.3 COMMENCEMEJIT OF RAIL OPERATION~ 

When the system's opening day occurs, the lccation of a business relative to tr1e 
new stations may become a part of the b~siness' advertising. As ohserve1 in 
Atlanta, Washington, D.C., and Miami, advertisements for commercial sp.:ce w'll 
typically identify the distance from a station. Through this precess, the 
market identity of tJle station areas will ~egin to he formed. 

3.4.4 FULL SCALE TRJUISIT OPERATIONS 

With ful 1 scale transit operations, fo1 low-on development and co,rur.ercia1 
operations should occur in station areas, depending upon the underlying strength 
of commercial martets and the influence of public policy actions. Ccupled ~ith 
announcements of tne implementation scheduie of the next phase of constructior., 
the system's maM:et identity shoulu be pusitively reinforced. At this stage, 
there may be annOUACaoents of larger•s·cale or air-rights developments that -could 
not be initiatec unt1l the systein's operat!ons began. These a,inouncements wil1 
likely generate further appreciation of property values and enhance the lease 
rates that can be cilanJed for new and recently vacated commercial space • 
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Additional development may occur in ;t.at;or, areas after the degree of suCC:!SS of • 
initial projects has heen demonstrated. T~e ehility of the rail transit system 
to enhance the strength of existin~ mrr~ets can he ohserved and documented in 
the rehahilitation of older huildirg3 in stat 4 on are3s. Where land as5emt1age 
is difficult, large-scale develop~rs ma, reh,hilitate older huildings to reauce 
holding costs while they proceeci tJ negotiate the purchase of adiacent 
properties for half-hlock or fu-. 1--hlc ck clevelopment projects. This type or 
activity does not usually occur unt·j 1 fi\e to ten years after formal opering of 
the system. Mid-corridor and s:.1l1urt.an area development, activity ofun ltgs 
behind downtown development, since th1! d~wr.town portion of most rail systems is 
usually constructed first. The pcsiti~e impacts of a major rapid rail project 
will extend over several decades. 

3. 5 OIRECTL Y REALIZED VS. POTENTI11L llE!IEF ITS 

This examination of transit-induce1 be~efits strongly implies that mon~tary 
benefits can be fully anticipated fa~ ~ew trar.sit systems, such as the proposed 
Los Angeles Metro Rail system. 'fow•~ve!', th,;, actual realization of direct 
monetary henefits will likely fct:o~ t~e time cycle descrihed in the p1·ecedin3 
section and will he directly in'lJe~ced by individual market conditions, 
business goals, locational fact0,·s •ncluding distance to the station, and 
specific actions taken hy the proper·ty ,,wners and businesses in the ".:ran~it 
station area. 

Implementation of a rail transit system provides the potential for monetary 
henefits, but the actual realizatior. of these henefits may require a variety of • 
actions on the part of the pote~tial heneficiary, e.g. the sale of l~nd, the 
advertising of the distance to the transit station, building demolition er 
renovation, or ingress/egress changes. 

3.6 FORECAST OF MONETARY BENEFITS FOR THE LOS ANGELES CENTRAL BUSINESS 
DI 

As discussed earlier, two factori are clearly influential in determini~y t~e 
ultimate impacts of a rail transit system: 1) a strong underlying m;ir~et, ;:,d 
2) acconrnodating puhlic polJcies. 

Preliminary market projections i11 Los Angeles indicate that the Metro Ra11 
system .is expected to generate similar effects as experienced in Chicago, 
Toronto and Washington, O.C. An analysis conducted for the Los Ang2les 
Co11111unity Redevelopment Agency hy Economic Research Associates projects tha: the 
Metro Rail station areas will absorb approximately 44 percent of the Los Angeles 
regi onil 1 market for office space het,1een 1989 and 1995 when the Metro Ra i 1 
system is at least par~ially in place. This can he compared to the estimat~c 37 
percent of the market tnat the same areds would he expected to capture in the 
ahsenc.i of Metro Rai 1. The study ~rejects Jn approximate 12 percent increase in 
hotel room demand in the Metro Rail station areas during the same time frame, 
given construction of Metro Rail.(22) 

Overall, up to 53 million square feet 
market areas to he served by t~etro Ra i 1 is 

-and the year 2GOO.(23) A market study 

32 

of additional commercial spac~ in the 
expected to he developed hetween now 
conducted in 1983 concluded that "the • 

. -~ 
• .. :_;.._::i 



• 

• 

• 

(Los Angeles) region is emerging as the primary west Coast (cente~. fcrl 
corporate headquarters, finance, Pacific basin trade and aerospace;htg~ 
technology. This growth will continue· at least throughr the rext two 
decades."(24) In addition, joint development planning and project pac~aging 
efforts have been undertaken by the Southern California Rapid Transit District 
for the Metro Rail system at an earlier stage of system development than was the 
case in other U.S. cities. In light of these conditions, it is not unreajonahle 
to expect that the Metro Rail system will enhance this growth and serve to m~ke 
a 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 r~cro 
Rail is the public sector's actions in terms of allowing and accommodating 

• transit-induced growth. The planning agencies in the Los Angeles reqi0n 
recognize the need for public policies that suoport a rail transit sy~tem. 
These agencies are in the process of producing land 'use plans to enable the 
realization of development benefits in Metro Rail station areas. In most 
station areas, Specific Plans, which will have the force of law if adopted, have 
been proposed that provide for the concentration of development den5ity and 
c01T111ercial activity in the areas immediately adjacent to Metro Rai1 :;tJti,;n,. 
As a result, the development opportunities that may occur in conjunction with 
tne Metro Rai 1 system should not be seriously impacted, as they we,·e in San 
Francisco, for example. 

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

A preliminary forecast has been made for the monetary benefits that should ,,ccur 
in the Los Angeles Central Business District (CB□) near Metro Rail ;tat;ons, 
indicating a range of benefits from $729 million to $1.46 billion by th2 year 
20D0. This forecast effort included an examination of the level of r.enefits 
projected for three separate land use categories: office, hotel/motel a~d 
retail. Table 3-2 provides a summary of these forecast monetary benefit:; for 
the subject land uses. The following sections examine the details of :hese 
forecasts. While there are secondary or indirect influences of rapid tr3nsit 
systems on other land uses; such as wholesale or institutional, these influences 
are marginal compared to the primary land use categories indicated. 

3.6.l RECENT TRENDS IN OFFICE SPACE DEVELOPMENT 

Conmercial office space has dominated new development in the Los Ang~ies C3D 
over the past twenty years, representing nearly 85 percent of all new Los 
Angeles CB□ co~struction since 1965. Office space constitutes the largest 
category of building use in the Los Angeles CB□. During the past j5 years, 57 
high-rise (8 or more stories) co1111r.ercial office buildings totaling appraximately 
25 mi I lion square feet have been constr•Jcted in the Los Angeles CBD. Tile 
existin9 corrmercial office space inventory in the Los Angeles CS□ is esti~at;d 
at 28 million net rentable square feet._ Of this total, almost two-thirds (,3 
million square feet) is situated in prime high-rise structures, wit~ tJe 
remainder scattered throughout the CB□, principally in relatively smaller, 
older, and often deteriorati1g buildings. 
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The largest market demand for futur~ office space in the Los Ange1es CED ~rra..1c • 
come from existing tenants of major builaings. Between 1984 and 2003, en? 
average annual increased demand f~~m this tenant base is over one mi1lior. ;~ua,·e 
feet of new space, assuming a four to fhe per-:ent annual growth rate.(25) Cue 
to recent relocations of lahor-intensi'le cle~ical and data processing cen::ers, 
such as Southern California Gas Ccmpn_y anCl Bank. of America, to suourt.ar 
locations and to the normal com;>etitio,, from other estahlished office cen.:ers, 
the Los Angeles CBD's net capture of this marKet has only heen cbcut fttty 
percent of this one million souare foot total. The Metro Rail syster. -;h,;u1c 
allow the CBD to increase its long-term capture rate for this market ~o 6S 
percent (26), resulting in an additi-:ina1 3 mi11ion square feet of office s;;ac::a 
in the CBD hy the year 2000. 

The second market segment that should ~e influenced hy implementation of Metr~ 
Rail is headquarters office huildings, Los Angeles is hecoming a mJJ~r 
financial center for the Pacific Basin anCl a prime location for internatio~aT. 
national, and re9ional headquarters office facilities. The Metro Rail SJSt:e!;1 
could influence firms engaged in iocation decisions for headquarters faci1Htes. 
Over the next seventeen years, two t·J thre~ additional headquarters 'lffice 
facilities could potentially be attracted to downtown Los Angeles in ~espa1s~ t.c 
the Metro Rail system, representi~g dn additional 1.5 to 2 million square ft£= 
of office space. 

Comhining these two market segments ~reduces a forecast of 4.5 to 5 r.ri•ffi:ir. 
square feet of additional office space in the CBD by the year 2000. ;he 5 
million square foot figure will be u~ed to estimate monetary benefits. 

3.6.2 FORECAST ECONOMIC BENEFITS FOF. OFFICE SPACE 

The Metro Rail System should generate four types of economic henefits for ~s 
and developers of office buildings ir. downtown Los Angeles: 

• Premium lease rates; 
• Increased site utilizatior. or density of development; 
• Increased occupancy levels; and 
• Increased land values. 

Monetary henefits for each category have heen estimated hy determining the ti.n,. 

and high range of the appropriate measurement, such as lease rate per S~I"!! 
foot, that is expected after construction of Metro Rail. Two zone~ t~ Ore 
vicinity of the !'.etro Rail station were examined: a one hlock. radiu:; (J ta aC~ 
feet) and a two to thr!!!!! block radius (600 to 1800 feet). 

In estimating the potential premium lease revenues attrihutahle to Metro ~ai!_ 
the range of increase vithin the immediate station area (O to 600 foot ri!dicr!ii• 
was estimated to Ile Sl.00 to S2.0C per square foot per year. For proper-cies 
located in 3 600 to 1,.800 foot radius from the station, annual premium :-ent ~s: 
set at $0.50 to Sl.00 per square foot.(27) Jverall, this represents a 2.5 r.a ICT 
percent premium ov~r prnai ling lease rates. For the low esti,qa-:e, t::ie 
potential annual p~iWI lease revenue is estimated at $35 million. At the t?tgl:11 
P.nd, the potential a'lffleal • premium lease revenue is estimated at $7l nrilhar._ 

• 

Between 1984 and 2000, the value of these increased lease rates is estimatej t~ • 
he hetween S235 million Mid $476 million. 
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• Increased allowable development density is not expected to constitute a major 
benefit in the CBO Metro Rail station areas, because the prevai 1 i ng down:owr, 
Floor Area Ratio (FAR) is already relatively high. Nonetheless, an example of 
increased FAR that has been achieved in the Los Angeles CBO is in the Pershin~ 
Square a~ea, where the Jewelry Mart developer paid $10 per square foot 7ar 
approximately 20,000 square feet of increased FAR development. Examir.at1on of 
selected air rights sales indicates that the value of increased developm~nt 
density ranges from $10 to $20 per additional square foot of developmer,t within 
the immediate Metro Rail station areas and $5 to $10 in the areas located 600 ta 
1,800 feet from the station.(28) It is estimated that only' five percent of ttte 
office development expected in the immediate station areas would involve 
increased site utilization, with the greatest potential at Union Staticn. At 
the 600 to 1,800 foot radius from the station, it is estim,ted that ten percent 

... of the development would involve higher site utilization. Based en th~se 
assumptions, the market value of increased development density is estimated 
between $7 mi 11 ion and $17 mi 11 ion. • 

For certain property owners, the Metro Ra i 1 system should pro vi de t,,e 
opportunity to .achieve higher levels of occupancy. Principal benef'ci,Jries 
should be the owners of older refuroished office buildings. To be conservativ~. 
increase<! occupancy levels were assumed not to occur in commercial buiJ,:ings 
located in immediate station areas. Within the 600 to l,ECO foot radius, it is 
estimate<! that two to three million square feet of older, refurbished oftic! 
space would experience increased occupancy levels of five to ten percent.. This 
increase represents an annual revenue increase of between Sl.5 and $6 miilion, 
assuming an annual lease rate of $15 to $20 per square foot. Overall, this 
translates to a cumulative value of between $10 and $40 million • 

Land values of commercial properties located near transit stations in ot~er U.S. 
cities have increased by as much as 100 percent over prevailing appr~ciati~n 
rates within ten years of the opening of a rapid transit system (~.q., 
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 far 
properties in a. 600 to 1,800 foot radius was used to estimate land vaiue 
increases in downtown ~os Angeles. Applying these rates of property 
appreciation (which translate to a 15 to 35 percent increase over cur,e~t 
values) to estimates(30) of the existing square footage of privately-o~~ed land 
within these station areas indicates that, by the year 2000, the cumulat:ve 
increases in land values would range between $430 and $860 million. 

In total, the estimated monetary value of Metro Rail-related office impacts tn 
the Los Angeles CBO ranges from $682 million to Sl.39 billion. 

3.6.3 RECENT HOTEL TRENDS 

Since 1970, 2,910 hotel rooms evaluated as suitable for business, ccnvencton, 
and tourist t~avelers (Class A) have been constructed in the Los Ang~les CBD. 
This ne~ hotel construction took place in four major facilities: 

• The 
• The 
• The 
1 The 

Hyatt ~eoency (1973--487 rooms)· 
New Otani ar.d Cardens (1977--448 rooms); 
Westin Bonaventure (1977--1,500 rooms); and 
Sheraton Grande (1984--475 rooms). 
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In addition, the Biltmore Hotel's ·emod:?ling, completed in 1979, returnea an • 
additional 1,000 rooms to Class A ;tHu; in the CBO. 

Currently, the inventory of Class A hoUl rOCl'IS in the Los Angeles CBD is S,-i09, 
which incorporates eight major facilities.(31) Between 1980 and 1984, aver~ge 
Los Angeles CBD room rates per person per night have increased almo:;t ii ft1 
percent ($45.93 in 1980 to $69.89 in 19241, while Los Angeles County rates 
increased ahout 38 percent from $47.78 to $65.89.(32) 

The most significant influence of the Metro Rail System on the Los Angeles CU, 
hotel market stems from new office development. Using the industry standa~d of 
one room for every 7,500 to 8,000 square feet of office development, a~plie1 to 

__ the 5 million additional square feet of office development·expected to occur as 
a result of Metro Rail, the year 2000 CBO hotel demand can be exp~cted tc 
increase hy 625 to 666 rooms, resulting in an approximate increase of 154,'.JOO t(• 
177,000 room nights per year. • 

3.6.4 FORECAST ECONOMIC BENEFITS FDR flOTELS 

The principal monetary effects of iietrc Rail on hotels are =•~ected to be: 

• Land value increases; and 
• Increases in retail sales volumes and subsequent increases in prdfits to 

retailers. 

ihe complex nature of estahlishing h~seline hotel room rates makes it diffic~H: 
to isolate changes in room rates attrihutahle to rapid transit. This w~= 
confirmed via interviews in Atlanta, Washington, O.C., and Toronto, Cana1a. 
Thus, monetary henefits have heen esti~ated hy determining the potential low an1 
high range of changes in the appropriate measure, such as land value changes pe~ 
Square foot, and by applying the numher of rooms or amount of square fcotag~ 
included within the one block and the two to three hlock areas. 

Land values of coninercial properties located near transit stations in othe,· U.S. 
c:ities have increased hy as much as 100 percent over prevailing aprreciatio~ 
rates within ten years of the o~ening of a rapid transit system (e.~ .• 
Washington, O.C.).(33) A more conservative range of $50 to $100 per square fooc 
for_ properties in the imm~diate station area and $25 to $50 per square foot for 
properties ir. a 600 to 1,800 foot radius was used to estimat~ land value 
increases in downtown Los Angeles. Applying these rates of property 
appreciation {w~ich translate to a 15 to 35 percent increase over current 
values) to estimates (34) of tne existing square footage of land d~voted ~o 
hotel uses within these station areas indicates that, hy the year 200:J, the 
cumulative increases in iand values will range hetween $11.5 and $23 mill;on. 

Sales impacts ior retail facilities located in hotels were estimated for tr.e 
year 2000 using average 1984 room rates and per diem expenditures fur Los 
Angeles hotel guests of $70 and $40, respectively, and an a·,erage occ"pancy rate 
of 70 percent. Cumulative estimates were based on a proportional inc~e~se ir 

• 

room deiuand between the years 199C and 2000. The annual retail sales gains ar~ 
estin,atl!<I to be between S17.6 and $21.8 million. The overail cu,nulati•:e gain is 
estimated to he hetween $79 million and $98 million. Applying an approximate l 
percent profit margin to these levels of sales, this equals a benefit of hetween • 
S3.2 million and $3.9 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 hetween $14.7 million and $26.9 million. 

3.6.5 RECENT TRENDS IN RETAIL TRADE 

Currently, the Los Angeles CBD contains approximately five million squere feec 
of retail space, including: approximately 4.45 million square feet offering 
shopper goods, an estimated 380,000 square feet of eating and drinkir.g space, 
nearly 125,000 square feet of convenience goods, and appro~imately 60,000 square 
feet of personal services retail space. 

Suhstantial shifts have occurred in the retail segment of the Los Angeles CBC. 
For example, the traditional shopping domain along Broadway· has heen trans-.'o .. ~ed 

•• into a successful Hispanic-oriented retail area, while more traditional reta~l 
facilities .are now locating along the expanding 7th Street corridor, wbtcn 
connects s·roadway to the rapidly growing western end of the CBD. Long-stand•ng 
downtown anchor department stores (e.g., Bullock's and May Company) have cown
scaled their facilities and will soon open outlets within the new Citicorp 
regional retail center (currently under construction at 7th & Figueroa Streecs). 

~ numher of the new major Clll:Sllercial office buildings and hotel fac1liti~s 
constructed since 1970 (e.g_, .l\RCO Plaza and the Westin Bonaventure Hotel) have 
incorporated quality retail s~ace within their developments. In addition, t~e 
Los Angeles COlllllUnity Redevelopment Agency has successfully encouraged r~tail 
developments to serve Bunker Hill, Little Tokyo and Chinatown resident~. In 
short, the base and 111ix of the Los Angel es CBD retail core is char:g i ng 
significantly. 

Average yearly expenditures for CBD office employees are expected to in,:rease 
from their current level of Sl,300 to $1,400 per capita to $1,400 to $1,50C, ;f 
the Metro Rail system is illll)lemented.(35) A recent Urhan Land Institut~ (UL!) 
study correlatell the number of downtown office workers and 1977 CBD retail sales 
for fifteen major u_s. cities. The results of that survey indicate that, on 
average, an im:nase of 1,000 ,111:f.fice workers is accompanied hy a $3.32 mill ion 
increase in ann11al retail sali!S. In 1984 dollars, this increase transl~te; t.:, .; 
54.9 million incnase in sales for each additional 1,000 office workers. Using 
the apµroxirnatelJ five ■illi0111 square feet of additional Metro Rail-i~du~ej 
office space demand ,mic.b ~ ~alculated previously to estimate the increJse in 
office workers;,, the C30 af"t.er" Metro Rail, this translates to approxirnat,~ly 
$122 .,; 11 ion i1!1 increased l"!!Ui l sales. Assuming an average. of $250 in retli 1 
sales require<! to su~port a s.:pare foot of new retail space, this would mean 
tnat the !'letrn Rail ~ -office employment impact would generate demand for 
490,000 squ:a~ feet of retail development. 

3-6.6 FORECAST EtllNOMIC IIUIIEF1TS FOR RETAIL TRADE ESTABLISHMENTS 

~tro .1ail wlill generate -ury benefits to the retail sector served by the 
s,~tem whictltn ~nll tat~ UII!! form of increased profits to retailers. Retail 
facilities :t.'t!l.at a<ri! 101::at~ ill; :tr~ildings whose use is pr<!dominantly ofiice co·Jlc! 
~ct ~e orokem llOlllt Sc!'pdra~l7 ifflCI ilf"I! therefore not included in this analysis. 

Fl!r th·e analirsis mf t~ ~ill sales iaµacts of the Metro 
annual year 21:mlll retail sales volumes were calculated 
t!TTlploJ<e1!S, ~1nents, ;ll!ld ho~ gi:,!!Sts. The results indicate 

Rail syHem, t~e 
separately for C3D 
that hy the yeir 

;; 

·i~\.:;;(J1 



2000, the annual retail sales in:reases will be hetween $166 and $206 millio~ . 
On a cumulative hasis, the total increase in retail sales from all sources w111 
range from $857 million to $1.2 hillion. The calculation of profits frcm sa;es 
increases was hased on a conservatiue estimate of three to four percent profit 
margin on retail sales from emplo:•ees and residents, and three to five perce,1t 
profit margin on expenditures from hctel guests. These profit margins, wnen 
applied to the estimated retail sales increases, indicate that, hy t~e ye~r 
2000, annual retail sales profits will he $5.9 to $7.6 million. On a cumulative 
basis, this translates to a range if $32.3 to $42.5 milliOni 

3.7 LIMITATIONS IN MEASUREMENT 

·The state-of-the-art research in t:ie land use impacts of transportat·icn systems, 
including regional rapid rail systems, does not provide sufficient empir~cal 
rtsults to measure or predict parcel-level real estate gains precisely. A major 
reason· is the heightened awareness that should he gained over time by hoth the 
private and puhlic sectors of how to optimize the land development opportunities 
of rapid rail systems. This must he considered when examining the resuits 
achieved in other cities, complicating the analytical problem even f~rthe~. For 
example, the marginal land developm~nt influence of BART may be in part a rasult 
of the lack of both public-policy car,1J11itment and private sector understanding ir 
this regard. As such, the BART im~act studies must be viewed with some caution 
when projecting impacts of Metro Rail in Los Angeles. 

A second factor is that the data hases associated with major 
throughout the United States and C1nada are somewhat limited. 
gained in quantifying the land use effects of rail transit as 
experience with systems such as BART, Washington's Metro and 
considerahly more complete impact analysis results are 
availahle. 

new rail systems 
As experience is 

a result cf lung~r 
Atlanta's MARTA, 

expected to become 

A third limiting factor is that tra~sportation or location is net the only 
factor that determines land value, occupancy levels, or commandahle lease ~a:e,. 
As noted earlier, the strength of the underlying commercial markets is an 
essential determinant of henefit. In addition, the effects of a rail ttansi<: 
system will he significantly impacted hy puhlic policies and decisions. It i~ 
difficult to isolate what portion of a change in land value or to what deg:-ee a 
change in growth pattern is directly attrihutahle to the transportation 
improvement. At present, the empirical tools for isolating transit's lanj u~e 
impacts have not heen fully developed, although the cumulative e~perience gain~d 
in other cities over time should also alleviate this situation. 

Nonetheless, there is significant evidence that rapid rail systems positively 
influence land values and development potential of properties surrounding rapi~ 
transit stations. With a strong underlying market and supportive public 
policies, regional rapid rail transit syst~ns have been seen to enhance and 
suppo:-t suhstantial levels of co,rnnnrcia! activity. The henefits noted eJrlier 
-- enhanced land values and developaent densities, enhanced lease rates a~d 
occupancy levels, increased retai 1 sales and reduced parking costs -- result 
from this influence. 
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3.8 UNDERLYING PRINCIPLES OF BENEFIT hSSESSMENT PROGRAMS 

Thus far, this Chapter has focused on the benefits that occur as the re~ult cf 
the implementation of a rapid transit system -- what they are; where, when ar.d 
why they occur; and who the principal beneficiaries are. In addition, factors 
that may enhance or prevent the occurrence of benefits in transit station areas 
have heen eitplored. The experiences of the North American cities with major 
rapid rail transit systems that were studied indicate that, when the underl1ing 
market is strong and public policies are supportive, a wide variety of benefits 
occur in transit station areas. Because these conditions have been essentially 
met in Los Angeles, the Metro Rail system is expected to generate simi1ar 
benefits. 

• ·It is important that the concepts of transit-associated benefit be u~derstood 
and accepted . as a part of the consensus-bui !ding 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 ~ya 
transit system to finance part of that system. This section briefly summarizes 
the various ways this can be accomplished. 

3.8.1 SPEClAL AND GENERAL BENEFITS 

Statutes and case law distinguish between "special• and "general" benefits 
resulting from public improvements. Special benefits are those that are foc~sed 
on parcels 1n or near the project, and are thus said to be "location specif1c.• 
General benefits are those that are so widely spread throughout the communi!y 
that they cannot be ascribed to particular parcels, e.g., reduced air pollution 
levels. legal practice, often backed by statute, dictates that only s~ecial 
benefits can be subject to benefit assessment. Similarly, only projects thJt 
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. n1e 
first method directly calculates the special benefits which accrue to specific 
parcels of land and applies an assessment rate to the level of benefits which 
accrue to each parcel owner, referred to here as "direct benefit . asse$~ment.y 
Alternatively, the benefits can be assumed to be distributed in a given ilrea 
surrounding the transit facility, based on the influence of other factors, su~h 
as distance from the station, for example. In this case, the reven~e 
requirements for the project are determined and an assessment program is 
designed that levies assessments equitably among the benefiting property owners, 
referred to here as "indirect benefit assessment." 

.1 DIRECT BENEFIT ASSESSMENT 

Direct he,,efit calcul,Hions have been u·tilized in some benefit assessme!T':: 
districts 1n California. Several methodologies havP. been used for 
computing benefits in these cases but each method introduces vartous 
proolems when efforts are made to appfy them specifically to the Metro Ratl • 
benefit assessment program. In particular, where a direct determination of 
benefits hai been undertaken, a necessary prerequisite is that the~e b~ 
other p.arcels within local boundaries, with the same zoning and where 
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simi 1 ar improvements have al rEady occurred, or that there be s•~ffi ciewt 
experience in the appraiser's office to establish market values on a gtv?rt • 
parcel with and without the effect~ of the public works project. 6ecaus~ a 
major rapid transit system has not existed in the Los Angeles region tor 
some time, the expertise and data base required to make such co~9ari,ons 
are not available. In addition, ncne of these direct benefit determina:ion 
methods have been used for transit systems, and none would be able to 
specifically isolate that portion of the benefit received directly 
attributable to the development of ~he Metro Rail system. 

I 

There does not appear to he any requirement mandated hy law or forced Dy 
litigation that such calculations he made in order to substantiate bene:it 
assessments. Because of the inadequacies of direct benefit determin~tian. 
most of the cases studied relied upon indirect ~ethods of allocattng 
benefit assessments among benefiting properties . 

. 2 INDIRECT BENEFIT ASSESSMENT 

The alternative to direct benefit assessment is a process of inoirec: 
benefit assessment, which essentiall~ involves: 1) 2stimating t~e amourt 
of benefits expected to accrue from the improvement project in generil 
terms and in the aggregate, 2) establishing the amount needed to he rais~~ 
by assessment, 3) determining that the benefit assessment constitutes a 
reasonable proportion of the expected benefits, and 4) spre~ding ~he 
assessment equitably among the owners of benefiting properties. This is 
the procedure relied upon in many cases in California under existing t3wS 
and also in national case studies of transit projects. Using t~is 
procedure, assessment programs have been estahl i shed that are h··}t!:T • 
equitable and legally acceptable, without directly computing parcel-le~el 
benefits. 

For example, benefit assessment districts have been established in De-iv!.!", 
Miami, Minneapolis and Fort Lauderdale to assist 1n funding tr~nsit 
projects. .In each of these cases, indirect benefit assessment techniq~!s 
were used. Some aggregate estimation of benefits was undertaken, based o~ 
analysis of "expected" gains in value of property around the ~ransit 
project. Ho1<ever, in no case was the estimation of benefit mandate1. 
Rather it was used as part of the consensus building process during t1e 
formation of the benefit assessment districts.· Consensus-huildi1g 
mechanisms were used to compare assessments and expected benefits to ens~re 
equity and acceptabi 1 ity of the proposed henefi t assessment program. f;1e 
existence of these programs throughout the country indicates that there .is 
a general recognition ~y the owners of property located near major raoia 
rail transit systems that benefits follow transit projects. Further~rc, 
this approach appears to satisfy all legal requirements of a variet~ of 
jurisdictions . 

. 3 IMPLICATIONS FOR TIIE METRO RAIL BENEFIT ASSESSMENT PROGRAM 

There are, of course, no ~ase studies pertaining specifically to the t-'et:-r., 
Rail benefit asse~sment district enabling legi5lation. That legislat•on 
provides that the eoard of Directors of the SCRTD shall he the proporci~n 
of benefits produced by the transit facilities and the distrihutiorr of 
special benefits among parcels within the benefit assessment cistrict. As • 
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was the case with the other C3-,if~rnia,uxampies, the 
does not mandate the measur2menc of '>e,,efit at the 
it specify the methodology that must t,o l:sed to 
benefit levels. 

enabling legislation 
parcel 1 evel, nor aoes 

calculate or docu~ent 

Thus, the 
the most 
assessment 

procedures 
appropriate 
program. 

of indi 0 ei:t iiene.'it assessment were determined to t,e 
means for est.ablisning the Metro Rail b~nef,: 

3.9 CONCLUSIONS REGARDING BENEFITS 

This discussion of transit-related m0n2U1ry benefits was intended to provide the 
background and context in .,hich beriefit assessment may take plice. 

- -Implementation of a major public i1mr?~r~m1:nt suer. as a rail transit system can 
be expected to nave wide-ranging poiiciv~ economic consequences. These bene'its 
can be expected to occur both. in a :,i,:vnltn:ty-.,ide/regional context and at the 
specific parcel level. The incidenc~ cf ,,enei'Hs at the parcel level provides 
the basis for a benefit assessment pr?g~am. ·These benefits can be seen to occur 
in the vicinity of transit station; 3n,1 ca,, :!x"':end over a significant period of 
time. Benefit assessment provides E ~eJ~s tc· ,~;,g J portion of these benefi:s 
to pay a part of the cost of the trars1~ s;s:~m • 
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4.0 DEFINITION OF BENEP·• ASSESSMENT DISTRICT BOUNDARIES 

The determination of boundaries for Met~o Rail benefit assessment distriCti ts 
one of the most important tasks a:;:,o.: iated with the establishment of t:ic? Me:r-:. 
Rail benefit assessment program. Fo,· many public works projects funde<l tTj' 

benefit assessment techniques, the 1efinition of boundaries is rel~tivery 
simple. For a new sewer system, for ex1mple, properties that can connect to t~e 
sewer line clearly benefit, while p,·operties that cannot connect can :;-e 
considered non-benefiting. In t~es? cases, the boundary is self-def 4n1~;. 
Similarly, street-lighting projects, flood-control project·s, etc., may have 
easily defined boundaries. 

Benefit assessment boundary defin:t1on for a rapid transit project is mo.-e 
complicated. Not only should be;1efits accrue to properties with c!ire::t 
connection to the transit stations: but, as discussed in Chapter 3, transt~ 
benefits should occur because of increased pedestrian activity in and around t~? 
station areas. This is a critical factor in :~e review of alternativt DenEfic 
assessment district boundaries. 

• 

Determination of benefit assessment boundaries for the Metro Rail system takes 
place within the framework of legal constraints, determinations of where tr-anS'it 
benefits will occur, revenue generation requirements, and consideratio~s af 
equity. This Chapter examines the fundamental aims of boundary setting, tr~ 
legal requirements regarding boundary definition, other key factors t""t • 
logically affect the determination of district boundaries, alternat~ve 
boundaries and the approved boundary structure. The implications of tr,e 
boundaries are reviewed in terms of equity and the ability to raise sufficterr.: 
private-sector revenues needed to support the construction of the MOS-1 segme,nt 
of Metro Rai 1. 

4.1 APPROACH TO BOUNDARY SETTING 

As discussed in Chapter 3, legislation and case law distinguish hetwee~ gener-:ii 
and special benefits. Benefit assessments can he applied to special te~eftt~ 
only, ,n contrast to taxes, which may be applied to general benefits. The 
primary purpose of a benefit assessment program is to recover a portion of Ure 
special monetary benefits that occur as the result of a public improvement, SOI 
that these revenues can be 1JSed to support the pub 1 i c improv~me~t that gener-ac:e:s 
the special benefits. A guidbg principle for the definition of bene:"i't 
assess~ent boundaries is to assure that no one is i~cluded in a benefi~ 
assessment district who does not receive a special benefit. At the same tir;;e. 
boundaries should be established ~ith the goal of including as many properttes 
receiving special benefits as possible so as to spread the assessment JS wiael-:, 
and equitably as possible. 

44 

• 



• 

• 

• 

4.2 KEY LEGAL CONSIDERATIONS REGAR[!Nf BOUNDARIES 

The following factors concerning leg~l requirements regarding hcun1ary 
definitions were reviewed in the procr.ss of cete·mi.,ing criteria for tile set~ing 
of houndaries for henefit assessmen~ ~isCricts. 

4.2.1 MAXIMUM BOUNDARY LIMITS 

Section 33001 of the Puhlic Utilities Coje, the ?natilin~ legislation for benefit 
assessment districts, specifies ho~ndar; limits fo~ Metro Rail ~enefi: 
assessment districts. Benefit £ssessment district houndaries may extenj no 
further than one mile from the center of a Central ~usiness District (C8G) 
station and no further than one-hall mile from the ce,,ter of a station o~:;ic:e 
the CBO. The Southern California Rapid rransit District (SCRTD) 801rd of 
Directors may combine into one henefit assessment district the geographic areas 
around more than one station, hut reven,1es raised in one district may not te 
used to finance facilities located in a~ot~er distr~ct. 

In addition, the law states that init'a! hound3r,~~ ·,~~~cc~! expanded after 
the program is adopted, without the co11c,1rrP.nr.e of ;oca·: governing bodies. If 
however, the SCRTO Board of Di recta,·s de~. ire$ to .·ed:ice tha s 1 ze of a oent:!fi: 
assessment district, it may do so without concurrence f,·om the local go~ernlng 
body. 

4.2.2 DEFINITIONS REQUIRED 

To comply with these 
established: 1) center 
of the transit station. 

legal requir~ments, two definitions needed 
of the transic station, and 2) distance from the 

to h~ 
center 

Section 33001 of the Puhlic Utilities Code establishes maximum limits fer the 
boundary of a benefit assessment dist:ict as measured from the center cf t~e 
station. For purposes of hounda~y definition, the center of a station was 
defined as the projection to ground l!vel of the geometric center of the transit 
station box. 

Distances from the center of the stat'.on can he measured in several ways. Tc 
define benefit assessment district h~undaries, the appropriate distance measure 
appears to be walking distance, since benefits clearly relate to walkin; 
distances as discussed in Chapter 3. walking distances are d~fined as the 
shortest. distance along block faces maasured along street centerlines. 

4.2.3 LITIGATION IMPLICATIONS OF BOUNDARY SETTING 

An issue that may arise during the consideration of henefit assessment district 
boundaries is whether it is equitable for neighboring properties on opposite 
sides of a Gistrict houndar)• to receive different treatment from the as,essment 
program. Eenefit assessment case law clearly recognizes that a boundary must be 
established, and a~knowledg~s that, in so doing, properties along the margins ~r 
the boundary may appear to he treated inequitahly. Provided that a ~enef1~ 
assessment district has been Jefined reasonably, prudently, and within statutory 
constraints, however, the courts have consistently upheld established 
hounoaries. 
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4.3 PHYSICAL AND ADMINISTRATIVE B:JUNDARI:,S 

In the process of establishing benefit assessment district boundaries, pnysical 
features that constitute a barrier tc d.?v.?loi,nent or movement, such as •re~wa~•s, 
rivers or mountains, were consioered sine~ these features may impact upJn the 
ability of a property owner t3 re~eive special benefits. In addition, 
administrative factors, such as planning >r jurisdictional boundaries may, i,1 
some cases, be relevant to the defi~i~io~ or modification of benefit assessmen~ 
district boundaries. 

4.3.1 PHYSICAL FEATURES AND BARRIERS 

·Rivers, mountains, lakes, railroad lines, and freeways·may introduce ba~riers to 
pedestrian movement. These physical features were considered during che 
definition or modification of benefit assessment district boundaries. ~he~he, a 
specific feature constitutes a bar•ier to pedestrian movement may be deter8iaed 
hy considering the ease with whic~ the feature can be crossed, end the 
continuity of develoi,nent patterns atross the feature. • 

To identify when a feature constitLtes a barrier to pedestrian ~oveme~t, 
criteria were developed as a part of the process of considering alterncativ: 
district boundaries. Specifically, it was determined that if at least th,ee of 
the following conditions were found to exist, the feature could be consicer~d as 
a barrier: 

• 

• If 75t or more of the stretts leading to a feature terminate at it (vs. • 
continuing across the featcre). 

• If there is a marked change in 
feature to the other (for 
residential on the other), 

development patterns from one si1e of tht 
example, commercial on one side anc 

• If there i~ no direct street cJnnection, leading from the stat•o~, t~at 
crosses the feature. 

• If the feature can be clearly perceived as a barrier 
observer (for example, an above grade freeway under w~ich 
would need to walk ~n a less than attractive environm~nt). 

hy a c~sual 
pedestrians 

For example, for the Civic Center and Fifth and Hill rail transit stations, 
establishment of a western district boundary introduced the issues as to whethe" 
the Harbor Freeway constitutes a barrier. In this area, there are virtually no 
terminations of streets at the freeway, the freeway is at or below grade and •t 
does not generally represent a perceived barrier. There is continuity of 
development patterns across the freeway, and ~oth First Street and Fifth Street 
cross the freeway, providing direct connections to the far side Jf the freeway, 
As a result, the Harbor Freeway does not meet any of the four criteria and would 
not be considered J barrier. 
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• 4.3.2 ADMINISTRATIVE BOUNDARIES 

• 

• 

There is no requirement for benefit essa!sment 1istrict boundaries to conform to 
other local jurisdictional or planriir.g '.ic,u11d~r-i1?s. The planning boundaries thJt 
have been established in the vic<nity of Metro Rail stations were reviewed co 
determine if they were applicable ta benefit as3essment district boundaries. As 
noted in Chapter 3, potential oerefits ir: transit station areas n:ay ne 
influenced hy zoning and public ~o:icy d'!Ci~i-Jns. To the extent that plan.,ing 
boundaries define the areas in whic~ thJ!e decisions may h~ applied, they c~uld 
have been of use in defining benefit as!essment district boundaries. For -these 
reasons, certain. administrative hoLndar•es were reviewed for t~eir 
applicability. 

• Depending upon station location for 1:he MC·S-1 segment of Metro Rail, various 
agen~ies have responsibility for plar.ning, :or.Ing, and control of de~elo~nent 
around Metro Rail stations, incl~d'.ng the Les Angeles City Planning Department 
and the Commun! ty Redevelopment Agency ( CRA ·,. These agencies have defi nee t~ei r 
planning area boundaries different!y. T~e 1:RA has used _an approximate 2,400 
foot radius for downtown station!.. In th•! other <2".levelopm2nt areas under CRA 
jurisdiction along the Metro Rail lir.e, planni~g boundaries of approxima~ely 
i, 200 feet from the station have bf:er: ~•St!d. 

The Los Angeles City Planning Departn:er,t ha:; prepared~ series of Specific Plans 
for Metro Rail station areas under 'ts 2ur!sdiction, which·include all statior.s 
areas within the limits of the City i:.f Los 1ingeles that are not located within 
CRA redevelopment areas. Bouncarie5 us,!d in these Specific Plans vilry a,nor.g 
station areas, hut they are hasical i}' 1Jri.wn to include .commerci~l areas 
surrounding stations and to exclude pr,idcminantly residential areas. Thus, 
these boundaries were drawn primarily i~ respcnse to current land use pattern~, 
and they do not necessarily relate to poter,t1al Metro Rail benefits. They are, 
therefore, of· limited utility In deterMir.ing benefit assessment district 
boundaries. Station Development P1 ans are also being developed hy th! Los 
Angeles City Planning Department to gu,de cevelopment in areas immediately 
surrounding the stations. These inime,11at,! 1tation impact areas usually extend 

·ahout 300 feet from the station. 

Based on this ·analysis, there appeared to he no major advantage for ~sing 
existing planning boundaries tc def:ne or modify benefit assessment district 
boundaries; since these administrative t,oundaries vary in terms of their extent 
and do not directly relat2 to anti:ipatP.d 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 MOS-1 segment of Metro Rail. A number of relat~d issues, sucn 
as h1ock inclusion rules, the removal of irregular shapas from district 
boundaries, revenue requirements, accommodation of future change in :~e 
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 boundaries were evaluated, four factors were considered :o ~e 
of particular importance. First, toundaries for a rapid transit be~efit 
assessment district must be estab1i;hed with careful concern for the distance :o 
which special benefits extend from~ station. 

Second, boundaries should not be set at more than a reasonable walking 1istarce 
from a station. An average person ~·a:ks at about 3 mph, and can cover about a 
quarter mile in 5 minutes, and a half mile in 10 minu,tes. As discussec :n 
Chapter 3, there is reasonable ·evidence to suggest that average walking 
distances to and from transit faci:ities do not generally exceed one-half mile, 
and average close to one-quarter to one-third mile. Thus, the one-quarter to 
one-nalf mile range was considered to be the maximum to which boundaries should 
be set. 

Third, boundaries should be established with the goal of including as many 
properties receiving special benefits as possible so as to spread the assessme,,t 

.as widely and equitably as possible. At the same time, the boundaries should be 
drawn so as to minimize the ~ossibility that non-benefiting properties are 
includea. 

Finally, it must be recognized that t~e selection of criteria for defining 
benefit assessment district boundaries represents a trade between the nurr.ber of 
property owners that would be included and the level of assessments each wiil be 
required to pay. Specifically, as the geographic size of th2 district 
increases, the number of property ,wners will increase and amount that each will 

• 

pay individually will decrease. The boundary selected should represent a • 
equitable balance between these factors. 

Five benefit assessment district bounaary alternatives were considered to be 
potentially applicable to the Metro Rail benefit assessment program, includi~g 
the legislative limits, modified legisiative limits, a one-half mile limit, a 
one-third mile limit and the immediate station area. 

4.4.l LEGISLATIVELY ALLOWED LIMIT!; 

The first boundary alternative rep,·esents the 
by Section 33001 of the Public Uti 1 ities Code. 
District (CBO) stations,· this limi: is a 
center. For the non-CBO stations, the maximum 
from the station center. 

maximum allowable limit p2rmittea 
In the case of Central Business 
one-mile radius from the station 

legal boundary is one-halt mile 

This alter'lative has the prima;y aclvantage of including.all property tha: is 
permissible in terms of maximum legal distance limits, which would allow •er 
establishment of lcwer ass2ssments for individual property owners. In addition, 
since the SCRTD 3oard of Dir~ctor; may only contr~ct the size of the district 
without leyislative concurrenc~ once a district is irr.plemented, this alt~rna:ive 
provides some flexibility for administ~ring the proyram after it is operational. 

There are also disadvantages to using ~he maximum legal distance limits. Ir 
particular, it is difficult to denonstrate that special benefits Jccur on 
properties at the maximum distances. T~is is especially tr~e in the case of 
Central Business District stations with the applicable one mile. leyal lil'.lit. • 

. This fac~or could seriou,ly underl'.line any proposal that simply uses the legal 
limits to define the di,trict boundaries. 
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• 4.4.2 LEGISLATIVELY ALLOWED LIMITS.MODIFIED BY PHYSICAL BARRIERS 

• 

• 

The second alternative is simila,' to the first, except that physical na,·riers, 
as dis.cussed earlier, would delineate the houndary where applicahle. T~e 
advantage of this alternative is that it excludes property that ts locatec 
within the legal distance from a station, hut which may not derive s~eciai 
henefit from the Metro Rail station hecause of the presence of a pnyslcal 
barrier. This would make the use of legislative limits somewhat less arbitrary. 

Disadvantages of this alternative are the same as those for the previous 
alternative. Specifically, where p~ysical harriers do not exist, there is 1 

prohlem in documenting henefits fo,, properties on the edge of the legal limits, 
particularly in the CSD station ~r~as. 

4.4.3 ONE-HALF MILE LIMIT 

A third alternative is to utiiize a one-half mile walking d1stance fro~ a 
station to define houndaries. This alternative represents a modifi;.aticn cf the 
one-mile legal limit for CBD statio,,s. Advantages of a half-mile limit '.nclude 
significant evidence that indicates special henefits accrue to properties 
located within this distance, as discussed in Chapter 3, particularly si~ce a 
half-mile represents a reasonahle ~alking distance. 

The primary disadvantage is that the one-half mile may include properties that 
do not henefit from the Metro Rail project, particularly outside the Cer.trcl 
Business District area. In these non-CBD areas, the distance for hP.nefit 
incidence may he less, given that the overall development in non-CBO staticn 
areas is generally less intense, the destinations of patrons of non-CBD transit 
stations may he more concentrated in the station area, and the intensicy of 
pedestrian activity may he less pronounced. Additionally, the drafters of the 
enahling l~gislation for the henefit as3essment program may have er.vlsioned a 
lesser distance for the non-CBO henefit area, given that the maximum legal 
limits in the non-CBD are Jess than the li~its in the Central Business District. 

4.4.4 ONE-THIRD MILE LIMIT 

A one-third mile walkins distance alternative clearly falls within a reasonah!e 
walking distance envelope for transit users and ~ppears to more closely reflec~ 
the radius of hanefits that may he P.xpected to result fro~ the Metro Rail system 
in the non-CBD stat·ion areas. However, as thP. dlstance used to defi.,e tne 
houndaries decreases, there is greater p<Jtent1al for excluding t,erefici~ries 
from the district, and the assessment hurden horne tiy the remaining participonts 
increases. As ,1oted earlier, the ultimate selection of a hounuary a,t~rrathe 
requires a trade hetween these factors, -..,ilich hecomes increasingly appare,1t for 
this and the following houndary aiternative . 

49 



4.4.5 IMMEDIATE STATION VICINITY 

The fifth alternative limits the boundaries of !he benefit assessment distr:cc 
to the city blocks immediately adjacent to tne station. Advantiges fJr i:n1: 
alternative result from the relatively narrow, unamoiguous definition cf 
benefiting parcels. The disadvantages, however, are significant, I~ 
particular, such a narrowly defined benefit assessment district may not be 3ble 
to raise sufficient revenues to finance station construction wit,1Gu•! 
establishing an assessment rate that is inequitably high. In addition, t~e 
potential for excluding benefiting properties is considerably high for :rr~s 
alternative. 

4.5 OTHER BOUNDARY ISSUES 

There are several other critical factors related to the definition of ber:e"t:: 
assessment district boundaries. These include: rules for ir.clusion o~ 
exclusion or· blocks; procedures for removing irregular shapes from bcund~ri~s; 
revenue requirements; accommodation for fut·J.-2 boundary changes, ;ar.d J:;e 
changes, and technological or attitudinal changes; and the combining of stati0n 
areas into one benefit assessment district. 

4.5.1 RULES FOR INCLUSION OR EXCLUSION OF BLOCKS 

When walking distance from a station is used to delineate benefit assessment" 

• 

district boundaries, a means must be derived for deciding how that distancP. is • 
to be applied to determine whether specific properties are included or ~xclu1ed 
from the district. For administrative purposes, it is clearly preferable to n~t 
split specific parcels of land. Additionally, alternatives for the incluslorn o.
exclusion of block faces (one side of a city block) and entire city blocks neea· 
to be considered. 

Block faces are a ·subset of blocks, and, therefore, may be a reasonable measure 
of the actual extent to which special benefits occur. use of block faces. 
nov,ever, introduces several possible disadvantages. First, exi,t;ng parce!1• 

boundaries could present a wide variety of unusual parcel configurations fJr any 
given block face (e.g., differing parcel depths, L-shaped parcels, etc.). s·ui:c:h, 
a configuration could introduce both equity and program administraticn i;s,,e;_ 
Second, building structures are not necessarily confined to single parc:cls 
contained in a block face. The potential, therefore, exists f0r -;.,clud·;rrq 
parcels that contaiil only part of a building. This would require conticual 
r.onitoring of all developments on the periphery of the districts and potentia:lly 
require the rev1s1on of boundaries every time a redevelopment took place [1:ra!t: 
transce,1ded both a parcel boundary and the benefit assessment district hound.r~y:, 
Such an approach would not onlJ be difficalt to admbister, but may also no": n·e 
legal. In summary, use of bloc\: faces may yield highly unuS•Jcl t',cunC:ar; 
configuntions and could introduce significant prog,·am ad,r.inistration anJ ·:egal 
.:r~blems. 

A) ternatively, city blocks could be used as the unit for a benefit assessment: 
district. 8usinesses located near· stations often advertise their lacati0ns 
relative to the station in terms of the number of city blocks, a distance, • 
measure the general public clearly understands. Moreover, in other cities wtcn 
raii rdpid transit systems, oevelopers ~,ave, nt times, responded tu tre 
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• construction of transit stations by acquiring, developing, or recevelJ~hc;: 
entire city blocks. Full city blocks are generally well-defined geograJr.rc 
areas that require little interpretation, which would make administration af cne 
benefit assessment program easier, For these reasons, benefit assessment 
district boundaries can most reasonably be established in terms of full ci:y 
b 1 eeks. 

• 

• 

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

• If any part of a block face is included within a designat~d walktn; 
distance from the geometric center of a station, the entire block ... o~1ct 
be included in the benefit assessment district (see.Figure 10). 

• If more than one-half of any block face of a city block is inclu~ea: 
within a designated walking distance from the geometric cent~r of a 
station, the entire city block would be included in the b~neftt
assessment district (see Figure 11). 

®§ ~<..--- Block Included 

Figure 10 

~ ~ Moro roan 5011 
~ ~ o! block f•c• 

f--I--4V 

~l~ 
Wa.lttlng dlaU.nce 

Figure 11 

Each of these methods presents advantages and disadvantages. The firsc 
alternative would create· a larger benefit assessment district for a spe~ifiea 
walking distance from the station than would the second alternative. As ~ 
result, use of the first alternative may dictate use of a shorter designate<! 
walking distance from the station center to assure that the block'.' include.ct 
would receive special benefits. Additionally, the first alternative ~oulct 
introduce a more jagged boundary than th~ second, possibly leading to quest,ors 
about its fairness at the periphery of the district. 

The second alternative rule offers the following advanta~es: 

• It should make it easier to demonstrate special benefits in th;t the 
district hounoaries would be more closely tied to average walking 
distan,:es. 

• The district boundaries should be less jagged and thus perceived JS 
potentially more equitable Jnd acceptable to property owners in t~e 
district. 
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• There was sufficient developed space and space under constr•JCtio" 1nr 
1984 within one-half mil~ of the CBD stations to raise tne reve~ue 
required to bond $130.3 million in capital expenditures, assumir.g tMat? 
uni form base rate of at 1 ea~t 35 cents per square foot per year- can ::e 
levied on private office, r1!tail, hotel, and motel developments. 

• If assessment rates are to be maintained at not more than 50 ce~ts oe~ 
square foot per year, boundaries should be set at between 1800 feet an~ 
one-half mile. Extension b~yond these distances would be justifi~ onl.1 
if assessment rates must be set 1 ower. Thus, e'xtendi ng the !Jo1maa,-,.1 
beyond· one-half mile appeared to be potentially unnecessary ar.d ~uTa 
have required an assessm~nt rate that would be too high for outlying 
properties and too low for properties closer to the.station relat1ve to 
the actual special benefits that can be expected. In particular, i:tit; 
initial analysis of revenue implications indicated that there ~as no 
need to extend the CBD boundaries to the legal limit of one mile. 

4.5.4 ACCOMMODATION OF CHANGE 

An additional factor considered w:1en deter'11ining alternative boundar~es ts tl'Te 
need to provide a means for adaptin•.1 to changes that may occur within a dist.rt~ 
over the life (generally 20 years) ,,f the benefit asse5sment program.· CtaP.g~ 
in land uses within a district or in technological or attitudinal IJett,wicr 
patterns may affect the levels and ~xtent of benefits and the revenue genera~ing 
potential for a benefit assessment district. 

. 1 ACCOMMODATIONS FOR FUTURE !.ANO USE CHANGES 

If assessments are to be applied to some land uses and not to ottters. i:r,e 
benefit assessment program should incorporate the capability to mootfy 
assessments for parcels that experience land use changes, and the a5tlit_y 
to exempt land use. categories from assessment as desired. This car. (Je ~ 
by use of an exempt land use category. All parcels, regardless (if 'iaw.: 
use, would be included within a benefit assessment district, but ~an::eis 
co~taining exempt land uses would not be assessed and would not reczive ar. 
assessment bill. However, if the land use on that parcel were suc~eque.m:~y 
to change to a non-exempt land use, it would be necessary to identify t.":e 
land use change and apply the assessment criteria accordingly . 

. 2 ACCOl1MODATION FOR FUTURE TECHNOLOGICAL OR BEHAVIORAL CHANGES 

• 

• 

Alternative benefit assessment district boundaries have been defrnel t:y 
reasonable walking distance, considered to be between one-quarter .:rrct ·Jl:Te
hal f mile. This distance could increase in the future as a resul •: of 
economic i,.,..cts, such as significant changes in the price or ava~labr.,tty 
of gasoline, or as a result of technological changes that encourage .fo,i<pf!f" 
pe<lestrian trips, such as skywalks or moving sidewalks, These ch2ngei ;:.~ 
not easily predicted, ~ut should they occur, the cap1bility to expancr ttre 
benefit assessment district is desirat:le and was consicered, there:fa.-e. 
This could l>e accomplished by establishing a larger boundary than wou,u tie 
indicate.i based only on evaluation of current behavior patterns .il'lC: 
technolO<JY and applying an exempt category to parcels located on the frini;e 
of the district. Uncer this approac~, assessments in the fringe a::-e~s • 

• ,,ould be i"'4Jlaoiented only when there was evidence of long-term behavicrirai 
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4.6 

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

There were two major disadvantages to this procedure, however. F1r3t, 't 
could have required that the legal procedures set forth in Sectio~ 33001.5 
of the Public Utilities Code to create the boundaries of the benP.f:t 
assessment district be repeated if the outer ring of properties ~ere ta □ e 
changed from an exempt to a non-exempt status. Second, implicit in :ne 
concept of an exempt properties ring is the idea that the properties ;~ "he 
area do not currently receive transit-related benefits; yet the OPners cf 
these parcels would be notified of public hearings and other puoiic 
lnvolvement efforts associated with the formation of the benefit aisessment 
district. These fattors raised questions both of the efficiency and eq~i~y 
of including non-benefiting property owners in the initial formation of tne 
benefit assessment district based on potential that they may ultimccely 
become beneficiaries of Metro Rail. In short, if boundary changes appe!r 
necessary due to technological changes or changes in behavior putter~s, lt 
appeared preferable to address these boundary changes directly, JS'.ng tne 
legal provisions of Section 33 □-□ l.5 of the Public Utilities Cor1e . 

. 3 COMBINATION OF STATION AREAS INTO 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 should be 
combined into one district. For example, if the boundar1es of tne 
districts for the four CBO stations were set at more than 1800 feet from 
the center of the stations, the four areas would overlap. Under Secti~n 
33001 of the Public Utilities Code, these areas may be combined into a 
single benefit assessment district containing multiple stations. Since the 
Central Business District is clearly an identifiable and cahe!iYe 
geographic area with functionally interrelated land uses, the four C80 
station areas could be logically defi~ed as a single benefit assessn•~t 
district. 

BOUNDARIES 

The advantages and disadvantages of the various boundary 
discussed in previous sections were reviewed by the SCRTO and 
Assessment Task Force, and the following boundary criteria and 
applied for ~he MOS-1 phase of the Metro Rail project. 

alter~a~i\·es .;s 
by t~e Ben~•it 
definitions were 

• The boundaries of the benefit assessment districts for stct1ons ,ocJted 
in the Central Business District ~re based on Jone-half mile waik1ng 
distance from the center of the stations, irrespective of the leg~lly
permitted maximum. The boundaries of the benefit assessme,,t district at 
the Wilshire/Alvarado station are based on a one-thir~ mile walking 
distance from tl1e center of the statlon. 

• Walking distances are measured from the geometric center of ·tne station 
box along street centerlines . 
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• If the maximum walking diStdnc.e encompasses a portion of the blJck face • 
and if this. point is more tnan 50 percent of the block face as ,nea.s~retr 
from the street centerlin2s, the entire block is included. If ttre 
distance is less than 50 ptrcert of the block face, the block is rTOt: 
included. 

• Barriers to movement as defir:ed using the criteria outlined in Secticrt 
4.3.1. supercede boundarie~ Ihiit are determined by walking distance f;or.r 
a station center. 

• When the walking distance 
adjacent blocks, those 
district. 

boundary r:Jns along three sides of one c.r t..-o 
bloc~s ar~ included in the benefit assessm;?nt: 

• When the boundary runs along a major feature such as a freeway, river or 
railroad right of way, the centerlin~ of the feature constitutes the 
boundary.· 

• Properties within a benefit assess~ent district that contain a ian~ use 
category that has been defined as exempt from assessment w~ll nos: 
receive an assessment st!tement, but the program will retair. tne 
capability to assess the prJperties during the next assessment cycle i~ 
the land use subsequentlJ changes from an exempt to an as;esoable 
status. • 

• The four 
Station, 
into one 

station areas in the CBD Union Station, Civic Cerrti?'" 
5th & Hi 11 Station, and 7th & Flower Station -- are comt.ine:,: 

benefit assessment district. 

Figure 13 shows the benefit assessment district boundaries for the C~,,;c:-a-Ti 
Business District and the Wilshire/Alvarado areas as defined by the crtcert~ 
above and as created by the SCRTO Board of Ci rectors in the Resolution Cren:trrg 
Special Benefit Assessment Districts Al and A2 for the MOS-1 Segment ~f ttre 
Metro Rail System adopted on July 11, 1985. 

4.7 UNDERLYING IMPLICATIONS OF BOUNDARIES 

The boundaries ful fi 11 the major requirements of the benefit assessment oro•sr=
Fi rst, they allow adequate revenues to be raised to support constructior. of t!Te 
MOS-1 segment of the Metro Rail system using reasonable assessment rates_ Ir. 
addition; the boundaries define the potential beneficiaries of the Metro F<afi 
system in an equitable manner and spread the assessments equitably :mrorrg 
benefiting properties. The boundaries are based upon reasonable wa!~tn£ 
distances in both CBO and non-CBO areas. Overall, the boundaries have te= 
drawn in such a manner as to include the optimum number of benefiting propertte'i 
whi!e at the same ti:ne minimizing the possibility that non-benefiting pr:Jp.;rties 
are included in tne benefit assessment district. • 
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5.0 ASSESSMENT R~TES ANO CRITERIA 

Establishment of benefit assessment rates and criteria was done .in conc2rt ~,tn 
the definition of district boundaries, as discussed in Chapter 4. To estaol:sr. 
an equitable rate structure, several additional factors needed to be cons\aerec. 
Major considerations included: 1) the ability to generate adequate revenues to 
support the public works project, and 2) the need to spread th2 oen~fst 
assessments equitably among the properties contained in the ~istrict. 

This Chapter di scus·ses issues that were examined during the process of defining 
the method of assessment for the first phase (MOS-1) of the Metro Rei\ benefit 
assessment program. The data base that was used to evaluate' the assessment rJ~e 
structure is also reviewed. A rate structure and a set of general rules and 
procedures for aoplying the rate structure that evoloved from this evaluation 
are presented. 

Under the structure, it is recognized that situations will occur where log\c.11 
adjustments should be made to ensure that tre program remains equ:t2ale. 
Property characteristics that may provide the basis for these adjustments enj a 
procedure for addressing these situations by means of a formal appeals procedure 
are discussed. Finally, the intended uses for the revenues rais~d 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 by the 
Benefit Assessment Task Force, the SCRTD Board of Di rectors and the Los .~ngel '!S 
City Council during development of the MOS-1 benefit assessment rate formula. 
These include definition of the improvements to be assessed, the use of a sin:,L? 
assessment rate versus separate assessment rates for land or improvements, th~ 
use of internal assessment zones (defined geographic areas) within a benefit 
assessment district, the changing of assessment rates over time, and the abili,y 
of the assessment program to adapt to changes that may occur.in th~ ~en~f~. 
assessment district. Each of these issues are examined in light of their im-act 
on the ability of the rate structure to relate benefit assessments tc toe 
expected benefits, to generate adequate revenues and to distribute a;sessments 
among the properties in an equitable manner. Decisions made on each issue .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 ISSUE/DECISION TYPES OF PROPERTIES TO BE ASSESSED 

• 

• 

An assessment rate structure may assess all improvements equally or may araw 
distinc!ions between diff~rent types of improvements. For example, the 
documented exoeriences in other North American cities with major rapid transit 
syste,ns suggest t~dt owners of improvements used for office ar.d other com·nerci al 
activities, ~etail sales, hotels and motels are prime beneficiaries fro;n a 
transit projei:t, as discussed in Chapter 3. Alternative methods of Jssess,r,enc 
·"ere considered that reflec:ed these improvements as prime beneficiaries cf 
Metro Rail. ln particular, a rate structure that asses3es these types of 
improvements on the basis of the square footage contained in the improvement was • 
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• Consistent with the Benefit Assessment Task Force recorrrnendat ions, if a property 
contains a mix of assessable improverrents in comoination with exempt 
improvements (e.g., publicly owned ano privately used, privately owned and 
publicly used or non-profit owned ,no privately used), the assessrren,; is 
determined on the basis of the percent of the improvement that is assesiable 
multiplied by the square footage of tt1e impr-ovement or the square footage of the 
parcel, whichever is greater for a giv~n prcperty, times the assessment rate. 
For properties that contain assess~b 1e improvements in combination with exem~t 
uses (e.g., industrial uses with corrmercial uses), the assessment is tJ De 
determined on the basis of the assessable square footage of the improvement or 
the square footage of the parcel, wh'.cr.ever is greater for a given property. 

• 

• 

5.1.2 ISSUE/DECISION -- USE OF ZONE~ ttl:HIN A BENEFIT ASSESSMENT DISTRICT 

Under Section 33001 of the Public tJt!lities Code, the benefit assessment formula 
could incorporate different zones (def'.ned geographic areas) within a benefit 
assessment district to reflect potentiJlly differing levels of benefits received 
throughout the district. There is Jome ~vidence to suggest that the level cf 
benefit decreases as distance from the station increases. During the evaluation 
of alternative methods of assessmer.t, consideration was given to assezsm~nt 
structures that included two intern~] zones within edch distritt -- a premium 
zone close to the station and a secondJry zone in an outer ring surrounding t~e 
premium zone. Under this alter,at·ive, the rates within each zone would have 
been set to reflect the potentially ,1iffering levels of benefits occurring 
between the two zones . 

Consistent with the Benefit Ass~ssment Task Force recommendations, inte,nal 
zones were not used for several rea,on:;. First, while the properties in close 
proximity to the stations may pote~ti3lly anticipate a high~r level of monetary 
benefits than those properties more di:.tant, the closer properties will also oe 
the most negatively impacted during th•! Metro,Rai 1 construction phase. A single 
zone system would generally compe,,sa,;e for this situation. In 3ddition, a t110 
zone approach system is more difficJlt to explain to the affected pub;ic 3nd 
would be more complicated to admini.iter. 

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

An additional iSsue that was addressed during the definition of the re•:omnended 
benefit asses$ment formula was the possibility of changing the assessment rates 
over time. In particular, the question of whether the rates shculd r~nain 
constant over time or should be phased in to coincide witn revenue req~ireMencs 
for various 1ears was considered. Since the funds that are needed ta suppo~t 
the constructlon of the MOS-1 phase of the Metro Rail system will not all be 
needed in the initial year of construction, yearly revenue requirements for t~e 
first years of the program will vary. A periodic adjustment of t~e as;essT.ent 
rates to reflect these annual revenue requirements was, therefore, consicterea as 
a re!ponse to this situation . 
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After review of various rate phase-in alternatives, the Benefit Assessmen: 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 progra~. This 
recommendation was concurred in Of the SCRTD Board of Directors an~ the Los 
Angeles City Council. An initial rate of $D.3D is to be applied at the o~:se, 
of the program. The rates would then be adjusted by the SCRTD Board of 
Directors as required by the cash flow needs to pay for or finance the ~etrc 
Rail system, while remaining under the maximum level of $D.42. 

5.1.4 ISSUE/DECISION RATE ADJUSTMENTS FDR CHANGES WITHIN A DISTRICT 

An additional issue related to the method of assessment is the procedure for 
handling new developments within the benefit assessment districts. Similar to 
the adjustment of rates to reflect revenue needs, an alternative was consi~ered 
wherein rates would be adjusted periodically to reflect additional, a;sessaole 
square feet of new development in a benefit assessment district. Particular 
issues that were addressed included procedures for adjusting the assessmer1t 
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 ~CRTD 
Board of Directors determined and the Los Angeles City Council conc~rred tne.t 
assessment rates are to be reviewed at least every two years to deternine 
whether the rates should be a·djusted for changes in the amount of assessab1 e 
square feet that exist in a given district. If additional square f~et ;re 
present in the district, the rates are to be lowered accordingly, dependin~ on • 
cash flow needs. 

New developments are to be included in the benefit assessment program as 
temporary occupancy permits are issued, with the assessment based on the g~Jss 
square footage of the improvement acceptable for occupancy. The total s~~are 
footage for assessment purposes would be updated as additional permit" ar~ 
issued. Thus, for buildings under construction, the benefit assessment roll5 
would be updated as stages of construction are completed and would reflec: the 
current amount of space available for occupancy, regardless of the comolet·,011 
date for the project. That portion of an assessable improvement tnat is 
available for occupancy and added to the assessment rolls would be asses3ed 
during the next assessment cycle. 

Figure 14 Shows the rates that could exist if current assumptions regarding 
funding requirements for the system and assumptions regarding potential gro~th 
and development hold true. For this chart, assumptions on proje~ted growth were 
obtained frorn the Los Ange]es Community Redevelopment Agency for the C2r,trJl 
Business District and from the Final Environmenul Impact Statemer.t for tne 
Metro Rail ;ystem for the Wilshire/.\lvarado area. If the 3Ssumptions hold true, 
Che rate shou;d never reach the maximum level of S0.42, given the anticipatea 
squire footage of new development. 
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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 et sec. 
of the Public lJtilities Code, allows for the assessment of both 1~:ic ,nc 
improvements to the land. Recognizing that benefits may accrue to bott; la,c a.1 c 
improvements, separate assessment rates for land and impro•ements we•e 
evaluated, wherein the assessment would be the total of one rate ~µolied :c :na 
amount of assessable improvement plus a second rate applied to the are~ of ,~e 
parcel. Two rates were considered for parcels one, rate for ~ucel s 
containing assessable improvements and another rate for vacant parcels ~r.c 
parcels not contain-Ing assessable improvements. A single rate structure was 
also reviewed wherein one rate would apply to the square footage of im;irovem~nts 

. for properties containing assessable improvements or to the square fc-Jtage cf 
the parcel, whichever is greater for a given property. Both methoas recognize 
that benefits may accrue to both land and improvements·. 

In response to the Benefit Assessment Task Force recommendations, scparat: rJtes 
for land and improvements were not used because of the complexity o• the r~te 
structure and the corresponding, anticipated difficulty in explaining the r~tes 
to the affected public and the complexity of administering sucn d rcte 
structure. Additionally, it was recognized that it is difficult, in real ,ty, 
to clearly separate the monetary benefits that may accrue to land a~a 
improvements for properties with assessable uses; 

5.2 ASSESSMENT STRUCTURE 

On the basis of the examination of the numerous assessment rate alternatives a,,d 
the general implications of each in terms of the issues discussed above, an~ 1r. 

light of the recommendations of the Benefit Assessment Task Force, the follo•i~g 
method of assessment and associated policies for the MOS-1 phase of t~e Metro 
Rail benefit assessment program were adopted.by the SCRTD Board of Directors ontl 
concurred in by the Los Angeles City Council. 

A single assessment rat~ structure is to be used for the MOS-1 oenef•t 
assessment districts. The annual assessment rate per square foot i~ !G.30 
initially, with a maximum of S0.42. For prope,ties containing assessaolo. 
improvements, the rate ·is to be applied to the· square footage o• the 
improvements or the square footage of the parcel, whichever is greater fer a 
given property. Figures 15, 16, and 17 show examp1es of the effect of this rat? 
structure on three properties. Figure 15 shows a one-story office builC1ng wi:h 
a Floor Area Ration (FAR) of less than 1. Since the square fJotage of t~e 
property is great~r than the square footage of the building, the assess~e1t is 
based on the square footage of the parcel. Figure 16 shows a multi-story· office 
building. In this case, the square footage of tne office building is us~a ~o 
determine the amount of the assessment. Figure 17 shows ~ parking let, th~ 
assesiment of which is based on the squJre footage of the parcel. A single rate 
for parcel or .assessable improvement was adopted ~ecause it is e1sily e•plaine~ 
to the affected public and less complicated to aamioister. 
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Parcel Area: 
12,000 Sq. Ft. 

Greater Than 

• Bui:ding Area: 
8,000 Sq. Ft. 
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Office 

Annual Assessment: 
Initial: $3,600 

Maximum: $5,040 

' 
Parcel Area: 

12,000 Sc. Ft . 



Building Area: 
1,200,000 Sq. Ft. 

Greater than 

Parcel Aiea: 

110,000 Sq. Ft. 
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Assess~e_n~: $27,aoa ·. 

lnit,a • 7 aao . I Ma.ximum: $3 , 
A ea· 

Parcel r S. Ft.Tctal 90,000 q . 



The impact of tne proposed assessmer,is C3n be categorized as margina 1 .,hen • 
compared to the income generated by existing improvements anc land. •0r 
examole, Figure 15 is an example 01 a Jne-story office building. :f :he 
assumption is made that 6,800 o? :ts 8,000 square feet of office space cin :e 
leased at a rate of Sl4 per square '.oot per year, the total initial assess,"~nc: 
of 53,600 per year translates to 53 cents per square foot per yea,· or 3.2 
percent of the annual lease rate. /.;t the maximum assessment rate, the annuc; 
assessment is 74 cents per square foot or 5.3 percent of the lease rata. The 
514 per square foot assumption appes~s to be conservative; and as the lease ~ate 
rises frcm that level, the impact of the benefit assessment becomes leis 
significant . 

. Figure 16 is an example of a large office and retail complex. Assum1n; 
1,010,000 square feet of office space available for lease and a conser~at1ve 
ann~al lease rate of 525 per.sqcare foot, the same calculations indi~ate the 
initial benefit assessment would corstitute only 36 cents per square foot or 1.4 
percent of tne annual lease rate with the ·maximum assessment representina 50 
cents per square foot or 2 percert of the annual lease rate. For the paFking 
lot example, Figure 17, the initial 3sse~sment spread over 100 par~ing spJces 
for 250 business days per year represents 34 cents per day or 13.6 perc~nt af ~ 
daily parking rate of S2.50. This c~uld rise to a maximum of 48 cents oer 1ay 
or 19.21 of the daily rate. Overall, these calculations indicate that benefit 
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 MetrJ Rail. 
Analyses of alternative rates, assessable improvements, exemptions, internal 
zones, and phasing options, of necessity, took into account actual oroper-ti'?S 
located within the boundaries as described in Chapter 4, to assure that tne 
various alternatives would generate necessary annual revenues. 

The primary data sour-:e used for the analyses and computations oi aitllrnctive 
rate structures was the LUPAMS (Land Use Planning and Management System) cHta 
base, credted from the County Assessor's p~operty files and used by sever-al 
agencies in the Los Angeles. area for land use analyses. This dats file :ontai~s 
a variety of data elements, including land use, parcel area and Improvement 
area. Howe•,er, there were some 1 imitations to this data such that updates ryf 

the datJ base were necessary to more accurately evaluate alternative methacts of 
assessment. For example, land use and improvement square footage figures ~ae 
not been continuously maintained on the file. Since this data is vitally 
important to administration of the benefit assessment pragram, a field survey .if 
all lana .and buildings located within the benefit assessment districts was 
initiated. !n;ormdtion ~as al~o obtained from building permits, certi'icates 3f 
occupan~y, Sanborn Insurance Company Maps and aerial photographs. Data gat~erea 
during t:ii s prcces.; has been used to modify the LUPAMS data base, ar,d :he aa:a 
has been updated. 

Tables 2 and 3 contain ~ummarized data from the LlJPAMS file, includins t:1e 
m~d!fications resulting from the field survey and the review of public recoras • 
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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.g., if a given property nas an 
improvement that is SO percent offi:e and 50 percent hotel/motel, one half cf 
the parcel area was al loca.ted to ea:r, categr.ry). 

TABLE 2 

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

CENTRAL BUSINESS DIST~ICT STATION AREAS 

Floor Area Parcel Area 
Land Use Category ( square feet) (square feet) 

Office 34,191,438 3,523,916 

Other Professional 3,877,972 488,761 

Hotel/Motel 8,163,458 l, 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 . 1,563,751 l, 630, 535· 

Vacant Land N/A 2,950,989 

SUB-TQTAL FOR M □S-1 90.060,394 35,311, 774 
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. TABLE 3 

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

WILSHIRE/ALVARADO STATION AREA 

Floor Area Parcel Area 
Land Use Category (square feet) (square feet) 

Office 777,967 472,135 

Other Professional 89, 569 112,365 

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 4G3,730 

vac~nt Land N/A 267,094 

SUB-TOTAL FOR MGS-1 5,634,959 7,119,935 

TOTAL MOS-1 95,695,353 42,-.31,709 

• 
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Taoles 4 and 5 show square footage figu~es for only those properties tnat are 
assessable, as described in this Chapter. 

TABLE 4 

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

CENTRAL BUSIN~SS DJSTRl~T STATION AREAS 

Floor Area Parcel Area 
land Use Category (square feet) r square feet) 

Office 34,191,438 N/A 

Other Professional 3,877,972 N/A 

Hotel/Motel 8,183,453 N/A 

Retail/Restaurant 8,464,553 N/A 

Industrial/Warehouse i,/A 1,961,450 

Parr. i ng/Ga rages N/A '3,455, 76S 

Institutional/Government NIA !!/ f, 

Resident:al N/A N/A 

Service 1,558,751 N/A 

Vaca.it •_and 11//1 2,950,981 

SUB-TOTAL FOR M0:.-1 56,286,172 13,363,204 

69 



TABLE 5 

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

WILSHIRE/ALVARADO STATION AqEA 

Floor Area Parcel Area· 
Land use Categcry (squar2 feet) (square feet) 

Office 777,967 N/A 

.Other Professional 89,569 N/A 

Hote 1 /Mote 1 705,771 N/A 

Retail/Restaurant 760,054 N/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 

ServiC!! 351,479 N/A 

Vacant Land N/A 267,G94 

SUB~TOTAL FOR MOS-1 2,684,84D 1,681,801 

TOTAL MOS-1 58,971,D12 15,050,COS 

5. 4 COLLECT ION 

• 

• 

Benefit JSses~ments would be collec:ed by the Los Angeles County Tax Collector. 
Property owners 1n a benefit a5sessment district who are to ~e assessed wil1 oe 
advised of the Jssessment amount for that year in the aopropriJte s~cticn of the 
Joint Consolidated Tax Sill. • 
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• 5.5 APPEALS PROCEDURE 

• 

• 

Consistent with Sections 33002.9 through 33002.14 of the Public Utilities Cece, 
the SCRTD Board of Directors has estaDlished a procedure for ap~ea;inc 
assessments. The procedure is set forth in the document entitled "Proceaurei 
For Appealing Southern California Raoid Transit District Benefit Assessmrnts,'· 
adopted by the SCRTD Board on May 23, 1985. Assessment may be appealed fa~ 
reasons as set forth in the Code. 

Under the adopted procedure, the first step of the appeals process involv~s a 
review by SCRTD staff. If the SCRTD staff and petitioner (appeals applicant) 
agree to stipulations concerning the outcome of the appeal, the stipulations 
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: a 
hearing before a hearing officer appointed by the SCRTD Board. The hearing 
officer would hear the appeal and make written findings of fact ana 
determinations of issues, which would be submitted to the SCRTD Board ior· a. 
decision. The SCRTD Board will consider the proposed determination and ma~e c 
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-1 benefit 
assessment formula. When applying these elements to actual parcels of lane ana 
improvements, a number of additional issues become apparent. In particular, i: 
is clear that the assessments will be applied to properties that reflect a wiae 
variety of characteristics. Moreover, the existing data base may nos be 
sufficient to accurately apply the assessment criteria in all cases. Particular 
criteria 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.l DETERMINATION Oc PARCEL SIZE; GROSS BUILDING AREA 
AND ASSESSABLE SQUARE FOOTAGE 

Initial square footage of a given parcel of land was determined from the L~?A~5 
(Land Use Planning and Management System) data base, created frorr, the CoJn':y 
Assessor's property files. Initial gross square footage of an improve_-,,ert: 
(building, structure or fixture) was determined from tne outside dimensions cf 
the improvement obtained from building permits. The outside dimensions were 
adjusted for irregulirities in c0nfiguration. The initial assessable squai-e 
footage was cetermined from the building permit and certificate of occupcncy 
information. The data was ~pdated by field survey, building permitc. 
certificates of occupancy, $anborn maps, aerial photographs and additional cta:a 
from the Building and Safety Department. Tc the extent that they could be 
identified, tne squai-e footage for internal open air courtyards and multi-fl~or 
atriums were excluded from the gross building square footage calculations; 
altho~gh additicnal aajustments may be necessary for tnose cases where availdOI~ 
records dio not indicate courtyards or multi-floor dtriums • 
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5.6.2 DETERMINATION OF BUILDING EFFICIEIKY 

To determine the efficiency of an improv~ment, the area of the improvement t~a: 
is not rentaole is divided Dy the gro~s square footage of the improvement. Tne 
resulting figure is subtracted from 100% to yield tne efficiency of :ne 
improvement. Under tne appeals crit~ria, if tne efficiency is less tnan 80%, 
tne assessaole square footage of the improvement is adjusted downward ny 2 
factor determined by using the formulJ (8O-X)/8O, where X is the eff'cier.cy of 
the improvement. For example, if a11 improvement is 60% efficient, t'1e 
assessable square footage would tle a,Jjusted downward oy a ,factor of ZIJ/EO ur 
1/4. ·1f the remaining assessable squar~ footage is less than the square foataae 
of the parcel, the parcel is assessed, consistent witn the method of assess~e~: 
adopted by the SCRTD Board. 

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

Under the appeals procedure, if a portion or all of an improvement m~st te 
legally kept vacant because of the requ'.rements of building, fire, saftty er 
other pubiic regulatory codes, the square footage tnat must re~ain vacant is not 
assessable. If the entire improvement cannot be occupied or if the assessable 
square footage that can be occupied is less tnan the square foot2ge cf tne 
parcel, the parcel is to be assessed, consistent with the adopted ~etnod uf 
assessment. 

5.6.4 DETERMINATION OF A NON-PROFIT USE 

t 

Consistent with the adopted method of Jssessment, if a property is owned by a • 
qualifieo non-profit organization and in use by a qualified non-profit 
organization, the improvement and par(el is exempt from assessment. If tne 
property is either not owned by the non-orofit organization or not used by tne 
non-profit organization, the property is 11ot exempt. A qualified non-pr-,fit 
organization is one that is generally classified as charitable, specifically, 
oroperty that is exempt from ad valcrem taxation under Sections 202, 203, 2C6, 
207 and 214 of the California Revenue and Taxation Code. 

5. 6. 5 TREATMENT OF PARKING AREAS 

Under the adopted method of asses$ment, parking structures are not assess~bl2; 
however, the parcel on which the parking structure is sited is assessable. if 
parking is provided within an improvement tha: contains assessable uses or is 
sited on a parcel with improvements :hat are assessable, the square ~ootage of 
t.~e assessable improvement or the p,1rcel, whichever is greater, is assessJble. 

5.6.6 TREATMENT OF RESIDENTIAL HOTELS 

Residential ho::els/apart,,.ent hotels lre treated as residential ~se aad therefore 
exempt if t~e occu~ants are long-term r2sidents (i.e., have monthly or yearly 
leases or rental agreements). For hotels that co~tain been long-term and snort
term residents, the assessment shall be determined on tne basis of the percent 
of the hotel tnat i:; 3Ssessable multiplied by u,e sq•1are toouge of the pare::! 
or ,he square footage of improvement, whichever 1s greater. 
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• 5. 7 DURATJON OF EXEMPTIONS 

• 

• 

Under the adopted appeals procedure, tre fol l:>1Ving criteria apply with rega,a :a 
tne duration of exemptions: 

• lf the property is used for rusi jential purooses, tne property shal; 01: 
exempt and shall remain exemp~ jnt• 1 t~e ,,se of tne property chana~s ca 
ar. assessaole category. • 

• If the property 
o~ exempt and 
ownership. 

is publicly ow,,ed and publ'icly used, the property shall 
shall remain exem~t t:ntl 1 the property changes use or-

• If the property is owned by a q~alified nod-profit ent~ty and used by a 
qualified non-profit entity, t~e pro~ercy shall be exempt for one year. 
The property owner will be req•rred t.o demonstrate an exempt stat~s an 
an annual basis to remain exerr.p1: fror.1 a;se,sment. 

• If the property is used «s a resijential/hotel aoartment hote1, tne 
exemption shall be in effect fo• one yec1r. 7he ~-oaerty· owner wi11 be 
required to renew the exemp·,:i in en an annual oasis. The determin~tion 
of whether the property is exem)t wi 11 be based on the use of tne 
improvement for the previo•Js cwe·ive months. Failure to renew th•? 
exemption will result in assessm@nt. 

• Exemption of floor area from ,is;e~ sment because of the requirement of 
building, fire, safety or ot~er reg~latory codes shall be in effect for 
one year and must be renewed •in an annual basis. Failure to renew tne 
exemption will result in assessmant. 

• If the property is used for a mix of exempt and assessable improvements, 
the portion of the prooerty declare( exempt snall remain exempt until 
tne use of t~e property cr.ang~s. 

• If the square footage uf a 9rcpe-ty is 
corrected square footage sha:1 •emain 
to the property's square footage. 

founo to be incorrec:, t~e 
in effect until changes are mace 

• If a building is found to be less tha~ BG percent efficient, tne revisea 
square footage will remain in effect u~til changes are made to tne 
improvement that would chan,ie the b~ilding efficiency or assess3ole 
sauare footage. 

• If it is focnd that a property has be~n asses;ed that is no: locat~a 
wit~ :r.e finally designated oenefit assessme~t district, a ref"na will 
be made for any assessmenti t~at have been paid a~d the property will 
not be ass~sse1 unless the property subsequently is included witrin ~ 

district . 
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5.8 USE OF ASSESSMENT REVENUES 

Consistent with tne recommendations o~ ::;1~ B,!n,i<it Assessment Task Force ar,~ 
with the adoDted resolution (Appendix !) , J;s~s;,:ie'1t r-evenues fr-om each ~er.erit 
assessment district shall be used solely 1:) .'i,13,sce, '.a ~art, the construction 
costs of the rail rapid transit stJtinn wit.,·,, tcie benefit assessment :i'.5':r'.ec,, 
Total assessments the MOS-1 segment of ~;,~ Met.-.o ,Ji 1 system shall ~o: ex,:eec 
the net total sum of 5130.3 mil 1 i~n. plul ~oney needed for interes:, □ ~na 
issuance cost and program administra:i"e rnsts. The total private-sector 
commitment for the full 18.6 mile :~~trJ ~e,; system should not exceed S170 
million plus interest, bond issuance ,:o;t a,1:i urogram administrative :oHs, 
assuming current funding agreements ~!th ct~~r fYnding sources are in place. As 
required by law, assessment revenues cJilectej in a given district shall ~ot be 
~sea for facilities in other districts. 
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APPENDIX 1: 

RESOLUTION CREATING SPECIAL BENEFIT ASSESSMENT DISTRICTS Al AMO AZ 

FOR THE MOS-! SEGMENT OF THE METRO RAIL SYSTEM 
' 

WHEREAS, pursuant to Sections 33000 et seq. of the Public Utilities Code (Code), 
tne Southern California Rapid Transit District {SCRTD) Board of Directors 
(Board) may establish, subject to tne approval of the appropriate local 
governing body, special benefit assessment districts (districts) to provice for 
the financing of a portion of tne proposed Metro Rail system; and 

WHEREAS, pursuant to Section 3300l(a) of tne Code, tne SCR,O 8oarc stated, by 
resolution passed on December 20, 1984, its intent to establish special ber,efit 
a!:sessment districts for the· first five (5) stations of tne Metro Rail system 
(Minimum Operable Segment 1 -- MOS-1), encompassing tne Los Angeles Centr~i 
Busine,s District and tne Wilshire/Alvarado areas; and 

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

WHEREAS, pursuant to Section 3300l(e) of tne Coae, notice of tne Board's public 
nearing was mailed thirty (30) days prior to tne nearing to all owners of real 
property within tne boundaries of tne proposed benefit assessment districts 
whose names appeared on tne last equalized 3SSessment roll as updated by the 
SCrTD utilizing tne latest available inform~tio~; and 

WHEREAS, ~u~suant to Section 3300l(d) of t~e Codd, a notice stating th2 time ~nd 
tne place or tne nearing was publisned in local newspapers prior to the neari~3; 
and 

'•HEREAS, pursuant to Section 33001.:(a) of tne Code, tl'e SCR~D Board, on 
Feoruary !4, 1985, stated by resolution its '.ntent to proceed with tne 
estab:isnment of the districts; and 

WHEREAS, ~ursuant to Sestion 33001.5(b) of tne Code, the 5CRTO Board suDmittea 
tn~ resoiution tc proceed to tae tn~ l~s Angeles City Council, tne approµriat2 
locJl governing body, for its review and action; and 

WHEREAS, pursuant to Section 32001.S(b); the Los Ange?es City Council 1,eic, on 
May 28, 1985, a public nearing on the rcSJlut1on to proc~ed; ond 
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WHEREAS, notice of the Los Angeles City Council's puolic hearing was mailed 
thirty (30) days prior to the hf!aring to all ·owners of real property witnin :r,e • 
boundaries of the proposed benefit assessment districts whose names aopecred on 
the last equalizea assessment roll as updated Dy the SCRTD utilizing t~e l!tes: 
availaole information; and 

WHEREAS, pursuant to Section 33001.S(D), the Los Angeles City Council, on 
May 31, 1985, amended and approv2d, as amendeC, the resolution to procee~; anc 

WHEREAS, amendments to the resolution ~dopted Dy 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; anG 

,/HEREAS, consistent with the funding commitment made by the ·scRTD to t~ec l!.S. 
Department of Transportation as described in Section 1.3.7 Financina of the 
"Environmental Assessment for the Los Angeles Rail i<~pid Transit Project, Unior. 
Station to Wilshire/Alvarado" dated A~gust, 1984, the SCRTO Board must establish 
the benefit assessment districts in MOS-1 in orde~ to receive federal mass 
transit funds for the MOS-1; and 

WHEREAS, a careful analysis has teen performed Dy the SCRTO of the proDEble 
level an1 extent of special Der.efits that properties in geographic pro,imity to 
the proposed Metro Rail stations in MOS-1 are expected to receive; and 

WHEREAS, the rail rapid transit facilities and services will provide s9ecial 
benefits to parcels of land, and improvements thereon, or portions thereof, in 
the vicinity of rail rapid transit stations; and 

WHEREAS, for the purpose of financing a portion of the construction costs of 
MOS-1, the SCRTO intends to recover a ~ortion of the special benefit; to parcel;; 
of land, and improvements thereon, in the vicinity of rail rapid transit 
stations, arising out of the facilities and services provided Dy the investment 
of public funds in MOS-1; ar.d • 

WHEREAS, tne SCRTO established a Benefit Assessment Task Force (BATF) consisting 
of representatives of affected property owners and local government for the 
purpose of soliciting advicf! and recoir,inendations regarcing tl1e est~Dlish,nent of 
districts for the MOS-1; anc 

•HEREAS, the BATF has provided its recommendations regarding the establishe1ent 
of districts for the MOS-1 to thP. SCRiO Board as set forth in the report 
entitled "Recommendations of the Benefit Assessment Tas~ F0rce Regardin5 t~e 
~staolishment of Benefit Assessme~t Oist~icts for the Southern California Rapid 
Transit District Metro Rail System (MOS-I)'' daced Jan,,ary, 1985; and 

WHEi<EA5, pursuant to Section 33001.S(c), the Board shall, by~ two-thircs vnte 
of its members, detf!nnine wnether to create the benefit districts as approved by 
the gov~rni~g Dody, such aetermination to De final and conclusive; 
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NOW THEREFORE BE IT RESOLVED THAT, the SCRTD Board hereby creates specia 1 

benefit assessment districts for the MOS-1 as follows: 

1. Two districts shall be established: 

( a ) the geagraphic area, as shown on Map 1 attached hereto, encompassin~ 
the four (d) proposed Metro Rail stations in the Los Angeles Central 
Business District (CSD), designated as "Benefit District No. Al uf tee 
Southern California Rapid Transit District" (District Al), the 
boundaries of which are described as follows: 

Beginning. at a point in the intersection of Figueroa Street and 11:n 
Street; proceeding generally in a southeasterly direction along th! 
centerline of 11:h Street to the_ intersectiqn of 11th Street with 
Grand Avenue; t~ence proceeding along the centerline of Grand Aven~e 
generally in a northeasterly direction to the intersection of Granj 
Avenue with Olympic Boulevard; then proceeding generally in a 
southeasterly direction along the centerline of Olympic Boulevard to 
the intersection of Olympic Boulevard with Olive Street; then 
proceeding north along the centerline of Olive Street to the 
intersection of Olive Street with 9th Street; then praceedin9 east 
alona the centerline of 9th Street to the intersection of 9th Street 
with

0

Sroadway; then proceeding north along the centerline of Broacway 
to the intersection of Broadway with 8th Street; then proceeding east 
along centerline of 8th Street to the intersection of 8th Street witn 
Main Street; then proceeaing north along the centerline of Main Street 
to the intersection of Main Street with 7th Street; then proceeding 
east along the centerline of 7th Street to the intersection of 7t~ 
Street with Los Angeles Street; then proceeding north along the 
centerline of Los Angeles Street to the intersection of Los Angel~s 
Street with 6th Street; then proceeding east along the centerline of 
6th Street to the intersection of 6th Street with Wall Street; then 
proceeding north along the centerline of Wall Street to the 
intersection of Wall Street with 3rd Street; then proceeding east 
al0ng the centerline of 3rd Street to the intersection of 3rd Street 
with San Pearo Street; then proceeding north along the centerline of 
San Pedro Street to the intersection of San Pedro Street with Temole 
Street; then proceeding in a southeasterly direction along tre • 
centerline of Temple Street to the intersecti6n of Temple Street with 
Alameda Street; then proceeding south along the centerline of klameda 
Street to the intersection of Alameda Street with Temple Street; then 
pro~eeding east along the centerline of Temple Street to the 
i,,:ersection of Temple Street with Center Street; then proceeding 
north along the ce~terline of Center Street to the intersection of 
Center Street witn Jackson Street; then proceeding east along the 
cent~rline of Jackson Street to the terminus of Jackso~ Street and 
projecting beyonG its terminus to a point inte~secting with the 
railroad tracks; tnen generally proceeding in a northeasterly 
d'.rection al0ng the cen:erl;ne of the railroad track, paralleling :he 
Los Anseles River Flood Control Channel; tnen proceeding alcng the 
railroad track whic~ turns in a southwesterly direction, north cf :he 
Los Angeles County .Jail, to the intersecthn of the railroad t,Jck 
with Vignes Street; then proceeding in a northwesterly direction Jlong 
the centerline of Vignes Street which, at Main Street, becomes Alpine 
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MAP I 

FIGURE 1 
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( b) 

• 

Streetr then ~roceeding west along the centerline of Alpine Street to 
the intersection of Alpine Street wit~ Hill Place; then proceeoing 
south along the centerline of Hill Plac~ to the intersection of Hill 
Place with Sunset Boulevard; then proceeaing west along the centerline 
of Sunset Boulevard to the intersection of Sunset Boulevard witn 
Bunter Hill Av~~ue; tnen proceedins 1n a soutnwester!y direction alo0g 
tne centerline of Bunter Hill Avenue to a point of intersection witn 
Boston Street and projecting a centerline from Bunker Hill Avenue, i1 
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 Holly~ooa Freeway with a 
northeasterly projection of the centerline of Fremont Avenue 
(projected from the intersection of Fremont Avenue wi~h Temple 
Street); then proceeding in a southwesterly direction along the 
cen:erline of Fremont Avenue to a point of intersection at First 
Street with the Harbrir Freeway; then proceeding in a southwester'y 
direction along the centerli.ne of the Harbor Freeway to a point of 
intersection at 6th Street with the !,arbor Freeway; then proceect•ing 
west along the centerline of 6th Street to the intersection of cth 
Street with Lucas Avenue; then proceeding south along the centerlin2 
of Lucas Avenue to the intersection of Lucas Avenue with Ingraham 
Street; then proceeding west along the centerline of Ingraham Street 
to tne intersection of Ingraham Street with Witmer Street; then 
proceeding south along the centerline of Witmer Street to the 
intersection of Witmer Street with 7th Street; then proceeding ea~t 
along the centerline of 7th Street to the intersection of 7th Street 
with Garland Avenue; then proceeding south along the centerline of 
Garland 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 tr.e centerline of 8th P'ace to the intersection of 8tn Plac~ 
with 9th Street; tnen proceeding ~ast 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 Str~et with 0lymric Boulevard; t~en prcceedins 
east along the centerline of Olympic Bculevara to the i~tersection cf 
01,mpic Boulevard with Figuero3 Street; then rrocceding south along 
the centerline of Figueroa St~eet to the intersection of FiguerJa 
Street with 11th Street; and 

the 92ographic area, as shown on Map I attnched hereto, encompassing 
the ~ne (1) proposed Metro Rail statior at Alvaraco Street and 
Wilshire Boulevard, ~esignated as "Be,,efit District No. AZ of tne 
Southern California Rapid Transit District" (Distri:t AZ), the 
boundaries of which are described as follows: 

Beginning at J point defined by ~he intersection oi Alvarado Street 
with Olympic Boulevard; thence µroceening in an e,steriy dire~tion 
along th2 :enterline of Olympic Boulevara to the intersect1on of 
Olympic Boulev3rd ~ith Bonnie Brae Street; then proceeding north al8ng 
the centerline of !Jonnie Brae Street to the intersection of Bonnie 
Brae Street with 9th Street; then proceeding east along the c2nterlin2 
of 9th Street to the i11tersec:ion of 9th Street with Burlington 
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~venue; then··proceading north ~long the centerline of Burlington 
Avenue to the intersection of Burlington Avenue witn Stn Street; t~en 
proceeding east along the centerline of 8th Street to the intersec:ion 
of 8th Street with Union A,enue; then proceeding north along tne 
centerline of Union Avenue to :he intersection of Union Avenue wit1 
6th Street; thee proceeding west alons the centerline of 6th Street ':J 
the intersection cf 6tn Street witn Burli~oton Avenue; then proceeoinc 
nortn along the centerline of eur1ington A~enue to the intersectior o? 
Burli~gton Avenue with 5th Street; then proceeding west along the 
centerline of 5th Stre~t to the intersection of 5.:h ,street win 801ni~ 
Brae Street; then proceeGing north along the centerline of Bonnie 8r;e 
Street to the intersection of Bonnie Brae Street with 3rd Street; then 
proceeding west along the centerlin~ of 3rd Street to the interseccion 
of 3rd Street with Ocean View Avenue; then pro~eedi~g in a 
southwesterly directlon along the centerline of Ocean View Avenue cc 
the intersection of Ocean View Avenue with Lake Stree:; then 
proceeding south along the centerline of Lake Street :o the • 
intersection of laKe Street with 6th Street; then proceeding west 
along the centerline of 6th St~eet to the intersection of 6th Street 
with Park View Street; then "roceeding south along the ce~terline of 
P3rk View Street to the intersection of Park View Street with 7ti, 
Street; then proceeding east along the centerline of 7th Street co the 
intersection of 7t" StrP.et 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 alon7 ih2 
centerline of 8th Street to the i11tersection of 8th Street with Lake 
Street; tnen proceeding south along the ce~terl1ne of Lake St,reet to 
the intersection of Lake Street with 9th Street; then prcceeding eJst 
along the centerline cf 9th Street to the intersection of 9th Street 
with Alvarado Street; then proceeding sout~ along the centerline of 
Alvarado Street ta tne i~ters~ction of Alvarado Street with Clympic 
Boulevard. 

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

3. ~or the purposes of this Resolution, the following definitions are adopted: 

(a) ''Parcel" -- any po~tion, oiece or division of lJnd, or possessory 
interest therein. 

(b) "Improvement'' -- a building, structure, fixture or possessory interes.: 
.therein. 

(~) "Use" -- the pu~posa fer which lana or improvement is designed, 
drrangP.d, or intended or for which it is occup1ed or maintained. 

(d) ''Exempt ?roper:y" -- any parcel of land, or improvement tnerP.on, or 
portion th~reof, which is exempt from assessments as proJijed in t~ii 
Resolution. 

(e) "Assessable Property" any parcel of ·1and, or improvement thereon, 
or portion which is not exempt property, 
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(f) "Rate" -- the amount payable per •iquare foot per annum on assessa~le 
property. 

(g} "Assessment" the ;mount determined by multiplying tne appliuole 
rate times the number of squ~r! feet. 

4. Subject to the exceptions set forth ir paragraphs 5 and 6, the followiG; 
property snail be assessed: 

(a) Improvements used as offices; r.on,mercial; retai_l; anc hotels anc 
motels. 

(b} Al 1 parcels. 

S. The following parcels and improv~me~t~ shall not be assessea: 

(a) 

( b) 

In use for residential purpose~, except hotel and motel. 

Owned by the public and in 1>ub'1ii: use (if the property is either n0t 
owned by the public or not in ~ublic use, the property is not exempt 
unless otherwise provided h:?re·in). 

• ;c} Owned by a qualified non-prvfi~ organization, and in use by a non
profit organization {if the prJperty is either not owned by a non
profit organization or not use~ by a non-profit organization, tne 
property is not exempt unless )therwise provided herein). A qual\fied 
nonprofit organization Shall b2 one whose property is exempt from ad
v3lorem ta,ation under Section; 202, 203, 206, 207 or 214 of the 
California Revenue and Taxaticn Code. 

6. Initial assessment rates on each assessable square foot of property are 
i'.ereby estalllisned to produce sufficient revenues to cover the initill 
cost; of financing the construction as described in paragraph 8. The 
an~ual assessment rate per ~quare foot shall initially be thirty cents 
(S0.30). The rate shall b2 appliec to the squ~re fcot3ge of the ass~s;a,1e 
improvement or the square foutage of the parcel, whichever is greate~ for a 
given property. Ass~ssment rates may be increased or decreased to continue 
to generate the necessary annual revenues to finance ~he construction as 
described in paragr~ph 8. Assessment rates shall not exceed the maximum 
rate of forty-two cents (S0.42). 

7. If a given property ccntains a mix of exempt ana ass2ssatle improvem~nts 
(e.g., a mix of resiue~tial and commercial), the assessment shall ce 
determined on the oasis of tne percent of the improvement that is 
asses~allle mul~iplied by the square footage of the improvement or th~ 
sauare footage of the parcel, whichever is greater for a given property, 
times the assessment rate as set fo;th in paragraph 6 . 
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~- Assessment revenues f•om each ben!fit d5Sessment district ShJ1 1 o@ usea 
solely to pay for or finance, in part, the construction costs of tne rail 
rdpia transit station within the tenefit assessmint district. The c0mbinea 
total of al 1 benef\t assessment .·eveiue for t~e MOS-1 se~ment Clf the Metru 
RJil system shall not exceed tne amo~nt of money n~eaea to pay for 513C.3 
r,iillion in construction costs plus any associated interest, bond issuJ,1ce 
a,1d direct program administrativ~ c,JstS (excluding general SCRT::J 
administrative overhead and appeals litigation tos,s). 

9. The le'l) of assessments shall be cardi~ioned upon SCRTO securing funding 
commitments from an other fundin; sou,·ces identified in the Proposed 
Funding Source Schedule in the FiMl Environmental Assessment for MOS-!, 
and substantially in ~he amounts as scheduled, such commitments to be 
secured by a Letter of Intent or eqcivilent writ:en commitment sta~ement. 
SCRID shall not cause its assessmen~ r~ll or ot~er diagram to be !ncluaea 
on ad valor-em tax bills, or make !ny other bill'.ng of the assessments, 
until such funding commitments have bean received. 

10. SCRTD shall not undertake to iSS•Je bo~ds or other securities securea by 
asses,ment revenues until all commitments •efer1nced ln paragr!pn 9 have 
been secured and until assessments ha\a been le1ied. 

11. In e~ch benefit assessment district, a5sessment rates will be reviewed by 
the SCRTD at least every two (2) )ears and may b~ adjusted to take i~t~ 
account any changes in assessable squijre feet within the benefit ass~ssmeDt 
district. An audit of program administrative costs shall be performeu 
concurrently with this rate review an, ma1e available for p~blic review. 
C~anges in tne assessment roll shall be made annually, and ~roperty a1cec 
to the assessment roll shall be asSeised at the tnen current assessme~t 
rate. 

12. Pur~uant to Section 33002.9 et seq. cf the Code, aff1cted property owners 
may appeal assessment to the SC~TD Board. At the first step, the 3ppeGl 
will ~~ referred to the General Manager of the SCRTD, or his aesiJnee, wno 
shall act ~s reviewing officer t: determine >:hetr.er SCRTD will disoute all, 
or any portion, of the appeal. Tne reviewing officer may ,-~quest t~e 
appel iant to submit additional information, t~ appear at an informal 
Mearing with the reviewing officer, or tak! sucn other actions as are 
reasonable :o attempt to resolve the appeal. If the reviewing officer and 
appellant reach ag~eement, they shall enter into a writter stipulated 
agreement whi~h shall be subjec1: to the approval of the Ger.era] Mana~er of 
SCRTD and the ratification of the Board of Directors of SCRTD. If tFe 
itipulated agreement is app1·oved and ratified ts herein provided, it snall 
be final :o the extent prov;ded by law. Jf the 3ppeal ror any reaso" is 
not resolved at the flrst step, a heari~g officer designateo by tne Board 
will hear the appeal and :nake written findings of fact and conclusions cf 
law (findings) in accordance with the law, with aarticular· reference to 
Sections 330JO et seq. or the Code, to this ~esc1ution, and tJ such 
proceaural guidelines and criteria as ere ado"t~d by the Boara and are in 
effect at the time of the dppeal. In the ev~nt of 3 conflict between tne 
statute, this Resolution ~no the procedural guiGeiin~s and criteria, tne 
order of pr~cedence shlll be in the ebove stated order. At the conclus:on 
of the hearing, the hearing officer snall µre~a~e. dnd within a reasananle 

• 

time thereafter, prese'lt the written findings and a proposed determindtion • 
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to the Boara and shall crovide cop 1 e,; to tn~ appellant (~r tne appellant's 
reoresentative) and to tne SCRTD (:ts 1·eviewin9 officer zna its General 
Counsel). The Board shall consider ,he propcsed determination to the foar1 
and snall make its decisio~ in accorJante with Section 33002.13 of t~e 
Coae. 

Assessme~ts snail terminate in tne year 2008 or earlier. Assessment 
revenues collected over the amount r-eedt.!d ..-o, any given year snal 1 be usec 
for one of two purposes: (A) to lov:er i•.ne assessrr:ent rates for sub,;equent 
years, or (B) to pay off any bonds ,ssucd an1 end tne assessments at a~ 
earlier date. 

Adopted 7 /11/85 
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Jan Hall 
J,~ruarr 31, 1985 

C\str,c: J,reci~• 

Nikolas Patsaour~s. President 
Southern California Rapid Transit District 
425 South Main Street 
Los Angeles, California 90013 

Dear President ?atsaouras: 

I:1 July, 1984, the SCRTD Board of Directc•rs at;U,orizej the SCRTD General Mar:aqer 
to form a Benefit Assessment Task Force ar.d tu i:eek r~commendations from the 
Task Force on the best courses 01' acticn to ir,1ple,nent a be•1efit assessment 
program for the Minimum Operable Segment·•l (M:JS·ll o• Metr·l Rail. The thirty
three member Task Force represents a cross se,:tion of priv1te anC public sect~r 
interests along the entire 18.6 mile p~oposed Metro Pail alignment. A list of 
Tasx Force members is provided ir. the ,1ttache,j ,.eport. 

During Task Force meetings, the SCRTD staff c,-esented infcrmation, b~ckgrou~d 
and conc1usions to Task Force members on the )e!1efit asse~sment progra:n. 
Presentations ijnd discussion concerned such genaral topics as: criteria for 
district boundary definition, alternative as~es;ment structures, rev~nue needs 
and ~ses, the dssessment data base, experienc.e~ of other l!orth American cities 
implernentir.g rapid rail transit systems and anticipated monetary benefits for 
the Los Angeles area. The Task Force was asleo to review a variety of 
assessment program options and to offer advice ~nd r2co:nn~ndations fo, 
Cllnsideraticn by the SCRTD BoarG concerning the, equ'.ty an·J appro~riatanes:; of 
the 0ptions. 

The attached r~port provides a summary of the recorrmendations that "ere for!!'ally 
adopted by the a~nefit Assessment Task Force on January 3J, 1985. ~ compa~ion 
repo,-t entitl;?d "3enefit Assessment District, for the-Southern California ~apio 
Transit District Metro Rail System (MOS-!): Status, Findings 1nd 
Reco,:imendations" contains information provid<?d by the SCF:TO to the Task For-ce 
members. 

Sinc~rely, 

cr/4-w 
Jan Hall, Chairman 
Benefit Assess~ent rask Force 

cc: SCRfD Board of Directors 

• 

• 

• 



• 

• 

• 

TASK FO~CE HCQ~;MENDAT 10NS 

Th~ Benefi: Assessment Task Force forr,,ally a~opt.e{ tne following recommendcticos 
for cuns,oeration by the SCRTD Soard of Direct•1rs regaro1n9 the est,o1isn:,ient 0 , 

'Jene/it assess;11ent districcs fer tne ~;as-, unly; trese recomme~dctions sna11 
h~v~ no effect on otner seg:ne•,ts of the Me~ro Rail system: 

l. Two benefit assessment districts si1ou~o be estaolisned fat tn2 in·:t'al 
segment (MOS-1) of ~he Met-a ~ai. jys~em: one for the C!ntral Business 
District (CBD) s:~tion areas, and on~ •a~ the Wilshir,/Alvaraco statiJn 
area. 

2. District boundaries should ~e establiihaa based on wa]kina distances of 
apprJx1m~tely l/2 mile for !ht C3D d'strict and approxlmcfely 1/3 mile 
for t~e Wilshire1A1varauu di~trict. r.eccmmended district bOuncaries 
are -shown on Map :. 

3. Districts should not De div•ded int~ internal zones, but rather the 
assessment races should be ,1p1il'ec; ,n'formly throu9hout tne entire 
district. 

4. The following types of irr.pr•J•~me,1ts shculd be assessed: offices; otner 
commercial; retail uses; ho.:el~; apa:·trr.~nt hotels; motels; labo"
intensive, lignt i,idus:rial uses; encl i1come-producing residtntial ." 

5. (A) No~-income producing residenci~l pr1perty, (B) publicly awned and 
p~ol icly used property, ano (C ,10,1-,1rcfit owned anc non-profit used 
property shou:d be exempt frJm aSS!S~me~t. If all or a portion of the 
property is income-producing (e.:i., '.A) income-producin:, residential, 
(3) publ iciy owned a,1d privace·y u;e,l, Jr (C) privately ownEd a~::: 
pu;ilicly used), chat ir.corr,e-prc,ducin9 prtior. of the pMperty :hall be 
cssessed." 

6. The annual assessment ,·ate ~er SQl'dr~ ~oat snould initially r,e 30c wc:n 
a maximum of 42c. The rate shill be applied to the SGuare footase uf 
the assessable improvement or thE square footage of the parcel, 
•hichever is greater for a given prcperty. 

7. If a ;iven property cantains a m'x cf exempt and ass?ssable 
improvements (e.g., a mix of non-intome-producing residential eno 
rn.nmercial ), the assessment shall be· determined on tne basis of ,r,e 
percent of :he i,nprovement that is assessable multiplied by the iquar~ 
footage of the Improvement or the square footage of t~e par,el, 
whichever is greater for· a gi,en property, times the assessment <ate. 

" Inclusion of residential proper:ies not.concurred ii by_City cf Los Angeles 
representatives Tern Houston, ~illiam Mccarley, and MGrc:a Meunick 
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8. Rates snoula be pnasea in ,i•-er t 'm'! ••:tr i,1itial races as defineG 
aoove. Rates shnuld be re·•iP11ed hy Cilf' SC.HD ~t l:ast every ho ye-irs 
and snould oe adJusted base~ o., t1,e ther c•Jrre~t amount uf asses,ao:e 
square feet in the dis:rict. ;\n dudit o' :irogram adminis:rativE casts 
should be performed concur~e~i:ly w't1 rn,s rate review and made 
availaole for puali: review. ts new ds!essaole de1elopments ar: built 
and occupiea, they should :,e a•se~sec at the existing rate durina tne 
next assessment cycle. Rae~! ;t:a:l r,ot ex:eea tne specif1ea maximum 
levels. 

9. Assess:ner.t. revenues sho·J1 d l>e ,,sed c., I.'' to pay fer and finance 
constructi6n costs. Total uss~ssm•nts fc• tne MOS-1 segment of the 
Metro Rail system should not exLe,!C th~ a~ount of money needed to pJy 
for $130.3 million in constr,ctio,1 :est~ Jlus any associated interest, 
bond issuance and ctire~t p~oJrrm a~~in<st~ative costs (excludirg 
general SCRTD administrati•e ,1,er~eaa ind appeals 11t1gatlon cos~s). 
The total private-sect~r coM1,itme~t tor· tie full 18.6-mile Metro Rail 
system snoul d not exce•<1 tt,e a,ro~-,t of r;io.1ey needed to pJy for or 
finance S170 million in co,is~rl·ctic-, .:o,;t; plus any assnciated 
interest, bond issuance and :1rcgrm 1.dr-1inistrative ccsts. As ;·equired 
by law, assessment re,·enue··, -:-1·:le-:ted ,n 1 given distr'.ct should ,1ot b~ 
used for facilities in oth.ir ,thu·,cts. 

10. Assessments should ter:ninate 'n t~e year 2008 or earlier. Asses~ment 
revenues collected over the ar.:o~ni: ne?ded for any given year snould b• 
used for one of two puri::oses: (A) tc lower tr.e assessmen: rates Fer 
subsequent years, or (8) t<> :ia) off any bJnds issued and end t~e 
asse;sments at an earlier ~ate. fh! SCRTD should emplo~ all available 
financing t~c7niques to lev!rage ~a;it~l in or~er t0 Minimize t~e total 
financial contribution frorr tile p,·i ,ate ;ector. 

11. The appeals process m~y require adjJStments for vir)ing·property 
cha~acteristics and circumstinces, iuc the process s~ould be formalized 
and codjfied and equitably a~11lieJ thrnugnouc t~e system. 

12. Jf necessary funding '.snot attained for sonstr~ction of t~e Metro Rail 
system, the assessments should n0c ~e leaied. 

13. A ~ew task force shi11 be formed tJ con~ider benefit ESSessment 
districts for future segments of th~ Metro Rail system, and the new 
tas.: force sr.ould net tie b-Jund b.! t~e p,evious.ly stated 
reco,r.menda ti on s . 
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ADDITIONAL iASK FORCE ~ONC:RNS 

Although not adapted, some of the Be0efit Assessment Taik Fare~ members·rai,ec 
a~dit!onal concerns that are summarized here: 

1. A point was raised ~uring t~e Committee's diliberation that, ~nder t~e 
prooose1 assessmeni: rates, tile C£.O's anticipated assessment is lar-,er 
than the amount that would ~e ~nticipated if equity were established 
solely on the basis of exist\ng assessable square f~otage. Other me;ns 
for determining equity were discussed, including per station c~pital 
costs, station capacities, £nd anticipated patron~ge leveis. 

2. When comoaring the uniform ;at~ structure across th~ entire district 
with the use of Internal Zln~s within a district (with higher rates 
applied in areas close to a stJtion), several ias~ Force members noted 
that property owners closest t1 the stations are likely to receive 
proportionately higher mon~t;;ry benefits but "'il 1 also bt! tne most 
negatively affected by construction of the ;tatio~s. Additionally, 
scme Task Force memters noced that a uaiform rate would be more easily 
ex~lained and administered. 

3. Several Task Force members s~g,ested t'1at the details for application 
of the provisional ;ate st~uctJre need to be resol~ed in a forum otner 
than Task Force meetings. In ~articular, procedures need to be 
reviewed regarding: 

a. Exempti.ln of parking str•JCcures fr,im assessable impr'.lvement:;. 

b. Application of dSSes,rne,1ts to net :ather than gro:s square ~eet of 
an improvement. 

c. Application of assessme~cs tc open space. 
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BENEFIT ASSESSM::NT TASK FORCE MEMREKS 

Mr. David V. Adams 
Pr,:sident, Morgan Adams, lnc. 

Mr. William Bentley 
Manager of Reai Estate 
AT & SF Kai 1 way 

Mr. Waldo Burr.side 
Pres'dent & Chief Ooerating Offiter 
Carter, Hawley, Hale Stores, I,ic. 

M~. Al Oorskind 
Vice Pres•dent 
i·ICA, Inc. 

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

Ms. Jan Hal ·1 

BAPTF Chairman 
City Councilwoman, Long Beach 
:CRTD Board of Directors 

Mr. HP.rm~n Hendricks· 
Cnleman Security Service,. Inc. 

Mr, Tom Houston 
Deputy Mayor 
City of Los Angel~s 

Mr. George Lefcoe 
PrJfessor 
use Law Center 

11r. William Mccarley 
Chief Le,islative Ana1y!t 
City of Los Angeles 
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Mr. Georg~ A 1; e;1 
Executiv-:? Vice P~esld~r:t 
Wilshire Chamher of (ommerce 

Mr. Morton Bowman 
President 
Los AngP.les ~iamond Company 

Mr. Wencell Cox 
Commissione, 
Los Angele; County 

Tra.1sportati'.ln Commission 

Mr. Oar Garcia 
Presinent, City Plunning 

Cor.imis:;ion 
Mung~r, Toi les & ;<ickhauser 

Mr. Jor.n GostJvich 
Chairman 
A.F. Gilmore 

Mr. Arch Hardymsnt 
Senior Vice Fresident 
Security Pacific National Ban~ 

Mr. Melvin Hoo~s 
President 
Minority DevP.lopers As5ocia~ion 

M~. Stuart Ketcnum 
Pr2sir1er.t 
The Ketchum Company 

Mr. RobP.rt Maguire 
President 
hayuire/ThomJs Partner~hip 

~is, Marcia Mednick 
Vice (hairperson 
City Trar.sportati.on Commi,sion 
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Mr, William-· Miller 
President 
VJCA 

Mr. Michael A. Nogueria, :r. 
Comrr.issioner 
Department of Consumer A1fairs 
Coun~y cf Los Ange\es 

Mr. Jeffery Olin 
Exec~t~ve Vice Presiaent 
~orth Hollywood Chamber of Comr.ierc,i 

Mr. Wayne Ratkovich 
President 
Ratk,,vich, Bowers, Inc. 

Mr. Bruce Schwaegler 
President 
Bullocks 

Mr. Richard S. Volpert 
Head, Real Estate Department 
O':ielveny & Myers 

Mr. James l-looas 
0 resiaant cf CRA .Board 
Community Redevelopment Agency 
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Mr. ~ayne Miyahara 
Merit Savings & Loan 

Mr. RcDcrt ~- Norvet 
V;ce Pre:idf!nc 
Proau~t·;on Facilities, Hollywooc 
C33 Te1e~ision Network 

Mr. Mtnning J. ?ost 
C~a i rman 
CBO Citizens Advisory Com:nitt~e 

Mr. Reaney W. RooG 
Executive Vice President 
Asstst1n, to tne Chairman 
Atlantic Ric~f!ela Comp~ny 

Mr. Chri,topher L. Stewart 
Ex~cutive Vice President 
C~ntral City Association 

Mr. Bill Welsh 
President 
Holiy>1ood Chamber of Commerce 


