BOARD OF DIRECTORS

JANUARY 24, 2002
SUBJECT:
METRO RED LINE NORTH HOLLYWOOD STATION

TRANSIT ORIENTED DEVELOPMENT PROJECT

ACTION:
AUTHORIZATION TO ENTER INTO AN EXCLUSIVE NEGOTIATION AGREEMENT WITH THE LEGACY/OLSON DEVELOPMENT TEAM

RECOMMENDATION
Authorize the Chief Executive Officer to enter into a six-month Exclusive Negotiation Agreement (ENA) with the team headed by Legacy/Olson for the development of approximately 12.41 acres of MTA-owned properties located at the North Hollywood Metro Red Line Station, subject to the following provisions:

A. Legacy/Olson shall submit a proposal to include an expanded retail/commercial component within 90 days from the date of the ENA execution; 

B. Legacy/Olson shall participate in a coordinated planning effort with the City of Los Angeles and adjacent developers to maximize project compatibility and connectivity with those developments.

ISSUE
On October 31, 2000, a Request for Proposals (RFP) was issued for the development of MTA owned parcels located at the Metro Red Line North Hollywood Station.  (Attachment A- MTA Properties Offered).  After a thorough analysis of all proposals, a multi-agency evaluation panel selected the development team headed by Legacy/Olson as the preferred development team for the MTA site.

At the November 2001 Board meeting, MTA staff recommended that MTA enter into an Exclusive Negotiation Agreement with Legacy/Olson.  The Board carried this recommendation over for 60 days. 

During the 60-day period, MTA staff has met with Legacy/Olson, developers of the adjacent CRA development site (NoHo Commons) and Los Angeles City staff to review methods to coordinate MTA development proposals with other development projects in the area.  A working group has been established focused on the 

coordination of land use linkages, circulation elements, and development schedules.  MTA staff has also met with Legacy/Olson on the feasibility of including a greater retail component on the MTA site and providing better linkage between the MTA development and the adjacent development. 

The working group briefly discussed the mix of land uses in the NoHo Commons, a joint project of the CRA and the SL NoHo, LLC (JHSnyder Group).  The NoHo Commons contains a mix of residential and retail uses, and in later phases, some office development.  Construction of the first phase is scheduled to begin in March 2003, the second phase in June 2003, and the third phase in April 2005.  The CRA and the SL NoHo, LLC have entered into an Owner Participation Agreement to implement these land uses and are unlikely to reconsider the mix of uses at this time.  

In order to increase the mix of land uses on the MTA site, the staff recommendation allows the Legacy/Olson development team the opportunity to include a greater retail/commercial component and provide improved linkages with the adjacent development during the first 90 days of the 6-month exclusive negotiation period.  This proposal would be shared with the joint working group and brought back to the Board for consideration.  

Awarding the ENA to Legacy/Olson will provide an incentive for the developer to participate in the coordinated station planning exercise and submit a revised development concept to the MTA.  The MTA Board has the discretion to end negotiations with Legacy/Olson if these issues are not addressed to the Board’s satisfaction.

POLICY IMPLICATIONS
The recommended action is consistent with the Board-adopted Joint Development Policy.  The goal of the MTA’s joint development program is to create development that enhances transit ridership, enhances adjacent land uses, and provides an appropriate return on MTA property.  

OPTIONS
The Board could choose to enter into an ENA with another one of the proposing development teams.  Although all the proposers met most of the basic development requirements included in the RFP, the evaluation panel found that the Legacy/Olson team demonstrated the highest overall benefits to the MTA, the most sustainable development, and the most consistent development proposal.

The Board could choose to not enter into an ENA with any of the proposers.  Another RFP could be issued at a future time when market conditions may be more conducive to retail/commercial development on the MTA properties.  This would necessarily delay joint development of the site and maintain the existing interim surface parking uses.  Revenues to the agency from joint development would also be deferred until a future date.

FINANCIAL IMPACT
The recommended action will not impact the MTA’s FY02 budget.  Ultimately, development of the MTA-owned properties will result in revenues to the MTA.  

BACKGROUND
An RFP for the development of two parcels of MTA-owned property at the North Hollywood Metro Red Line was issued in October 2000 to a list including over 300 developers, contractors, architects and real estate firms.  The RFP called for a development proposal that would:  

· Support and enhance transit use, particularly at this station 
· Propose a development that is financially feasible and does not rely on MTA subsidy
· Propose a high-quality, well-planned development based on sound urban design and transit-oriented planning principles
· Propose development uses and design that achieve effective spatial and functional integration with adjacent developments

· Propose a project that maximizes the financial value of MTA assets, creates long-term revenue streams to the MTA, and provides participation in future up-side growth of the project

The proposal submission deadline was extended from January 12, 2001 to May 7, 2001 to allow resolution of a Los Angeles Unified School District (LAUSD) proposal to locate a high school on the site.  (The LAUSD eventually withdrew its proposal, moving to the adjacent City of Los Angeles Community Redevelopment Agency (CRA)/JHSnyder development project area.)  MTA received five proposals, all complying with the minimum requirements of the RFP.  One proposer withdrew mid-way through the evaluation process.  In addition to the proposals submitted on May 7, 2001, clarification and additional information was requested and received in July 2001, interviews were conducted on July 26 and 31, 2001, and additional clarifying information was received on August 2, 2001.  

A panel of four, including MTA staff and MTA’s joint development consultant, Kosmont Partners, evaluated the proposals and interviewed the principals.  In addition, the CRA North Hollywood staff and MTA operations and engineering staff reviewed the proposed development concepts and submitted their comments to the evaluation panel.  Earlier, MTA staff met with the North Hollywood Chamber of Commerce to discuss the RFP and related development issues.  

Three of the four qualified proposers submitted mixed-use development concepts including primarily residential and community-oriented commercial/retail uses.  The remaining proposer submitted an office-hotel-commercial development concept with an option to change to residential use based upon market conditions.  All proposed concepts are compatible with the CRA development project and the surrounding land uses.

The proposals were evaluated on four major criteria:  quality of the proposed development concept, financial feasibility, development team qualifications and financial capacity, and ability to arrange financing and construct the project on schedule.  Based upon the analysis performed 

by the evaluation panel, MTA staff recommends that Legacy/Olson be the preferred developer for the site.  Legacy/Olson’s proposed development and disposition terms presented the most feasible and sustainable development, the highest overall benefits, and the lowest risk to the MTA.  

Legacy/Olson proposes to build a mixed-use, transit-oriented development that would include, in total, approximately 424-534 residential units and 28,000 square feet of retail on the ground floor.  (Please see Attachment B, Proposed Site Plan, Legacy/Olson.)  Legacy/Olson would lease the northern half of the station parcel for the development of approximately 305-415 apartment units and 20,000 square feet of retail.  Additionally, Legacy/Olson proposes to purchase in fee the second MTA-owned parcel located south of South Chandler and west of Lankershim Boulevard for the development of approximately 119 apartment units and 8,000 square feet of retail.  Legacy/Olson has also offered to develop the southwest portion of the station parcel site and develop a site “master plan” at MTA’s direction.  Legacy Olson has proposed annual ground lease payments to the MTA starting at $1,080,000 per year and increasing to $1,250,000 at the completion of construction.  

Legacy/Olson’s proposed site plan leaves the bus layover facility in its current location and locates a 1,500-space park-and-ride structure for MTA just south of that.  As stated in the RFP, provision of this transit patron parking is to be financed by the MTA.  The MTA could fund construction of the parking structure in a number of ways, one of which would be to use a portion of the proceeds from the joint development.  The 1,500-space parking structure would replace the existing 1,200 parking spaces at the North Hollywood Station site and add 300 more.  The MTA can construct the parking itself or ground lease this portion of the site and have Olson/Legacy construct it.  The parking structure could include retail space on the ground floor.  

NEXT STEPS
After execution of an Exclusive Negotiation Agreement with Legacy/Olson, MTA staff will work with the developer in revising its proposed development to expand the retail component and coordinate interfaces with adjacent developments through the joint working group.  Staff will then return to the Board with Legacy/Olson’s revised proposal.  Upon Board approval, staff will negotiate in good faith through the remainder of the six-month ENA period to establish definitive financial arrangements and a development schedule.  (See Attachment C- Draft Exclusive Negotiation Agreement.)  If the Board does not approve the revised proposal, it can terminate the ENA at that time.  

ATTACHMENTS
A.
MTA Properties Offered

B.
Proposed Site Plan, Legacy/Olson

C.
Draft Exclusive Negotiation Agreement
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