OPERATIONS COMMITTEE

MARCH 20, 2003
REVISED 

SUBJECT:
METRO BUS OPERATING VENICE DIVISION LAND EXCHANGE

ACTION:
AUTHORIZATION TO ENTER INTO EXCLUSIVE NEGOTIATIONS WITH RAD JEFFERSON, LLC FOR A LAND EXCHANGE OF MTA’S DIVISION 6 SITE IN VENICE, CALIFORNIA

RECOMMENDATION

Authorize the Chief Executive Officer to enter into a four-month (120 day) Exclusive Negotiation Agreement (ENA) with RAD Jefferson, LLC (RAD) for a land exchange of MTA’s Division 6 site in Venice, California for a larger, more suitable West Los Angeles site to be acquired and developed as a new bus operating division.  

ISSUE

The MTA owns and operates a bus maintenance facility (Division 6) in Venice, California.  The facility is located within a primarily residential neighborhood, and has been operational within the community as a rail and bus maintenance facility since the early 1900’s.  The facility is located on a 3.13-acre lot, and includes transportation and maintenance functions, a fueling station, a tire shop, wash and vacuum area, and a fare retrieval station.  The division currently has a maximum design capacity of 79 40-foot diesel buses.  Compressed natural gas (CNG) fueling facilities are not available on the site due to noise concerns voiced by the surrounding community. 

Noise and nuisance complaints over the last 20 years from residents of the surrounding community forced MTA to discontinue 24-hour bus operations at the site in the early 1990’s.  The division now operates on a restricted basis, such as extremely limited night and weekend operations, no nighttime maintenance activities, limited use of compressed air tools, and time restrictions for pullouts and pull-ins.  Due to the operating restrictions, the age of the facility, complaints from the surrounding community, deadhead costs related to the absence of CNG fueling, and the small size and operational capacity of the facility, Metro Westside/Central Service Sector staff have determined that the possibility of relocating Division 6 to a more suitable location is a feasible, cost-effective, and advantageous option that would be in the best interest of MTA.

POLICY IMPLICATIONS

The recommended action is consistent with the MTA’s Service Sector goals to improve bus service and increase agency accessibility and responsiveness.  It is also consistent with the way MTA implements its joint development policy which allows the agency to consider unsolicited proposals, subject to Board approval, when the CEO determines that the proposal would be in the MTA's best interest. 

OPTIONS

The MTA could choose not to enter into an Exclusive Negotiation Agreement with RAD and choose to work with other developers.  Staff is not recommending this option at this time.  The site that RAD is willing to purchase is ideally located as a replacement site for Division 6.  Staff has continually looked for other sites on the West side of Los Angeles; however, no suitable sites have been located to date. RAD has entered into an agreement with the owner of the proposed replacement site and must be prepared to move forward with due diligence and acquisition of the site by the end of March 2003 or the site may become unavailable.

FINANCIAL IMPACT

The recommended action will not impact the MTA’s FY03 or FY04 budget.  The developer will be responsible for the acquisition cost of the replacement site and the design and construction of the new bus operating facility; however, there is a potential that MTA will seek additional funding for facility enhancements that may not be included in the land exchange deal.  MTA may also need to provide funding for the actual relocation of its personal property from Division 6 and other miscellaneous expenses. The; however, the proposed development schedule indicates these expenditures would likely take place within the FY05 budget timeframe.  MTA staff is currently in the process of obtaining an appraisal of the Division 6 site, so that MTA may ascertain the current value of the Division 6 property. 

The proposed land exchange would also save MTA a significant amount of operating and capital funds by reducing costs associated with restricted operations at Division 6, reducing forecasted deadhead costs associated with off-site CNG fueling, and by deferring capital improvements proposed for the facility.  Deadhead costs directly related to the restricted operation of Division 6 represent an annual cost of approximately $4.2 million, and deadhead costs related to conversion of the Division 6 fleet to CNG are forecasted to be $2.5 million annually.  These costs would be eliminated if Division 6 were to be relocated to a new site capable of 24-hour operation and CNG fueling.  Deferral of capital improvement projects planned for Division 6 in the FY03-07 Capital Program, such as sound wall construction and roof replacement projects, would save MTA approximately $1 million in FY03 and FY04.   

DISCUSSION
In mid 2002, GTO Development Company and another developer contacted MTA regarding the availability of Division 6 for the purpose of developing a housing project.  Both developers were informed that MTA would consider proposals to exchange the Division 6 property for another property located in the general West Los Angeles area that met the following criteria: (1) minimum capacity of 150 to 200 buses, (2) outside of a residential area, (3) access to major streets and arterials, (4) capability of constructing a CNG fueling facility, and (5) the facility could operate 24 hours per day.  A condition of the exchange would require the developer to construct a fully operational division to meet MTA specifications at no cost to MTA.  However, MTA may elect to provide funding for additional facility enhancements if warranted.

MTA subsequently received a proposal from RAD, an affiliate of the GTO development companies.  RAD proposed to purchase a 4.66-acre property located in West Los Angeles and to build a new bus facility in exchange for title to the Division 6 property in Venice.  The property that RAD would acquire is located at 3475 S. La Cienega Boulevard, although ingress and egress for the site is located off Jefferson Boulevard. In response to this proposal, representatives of MTA and RAD met on February 18, 2003 to further discuss the proposed land exchange. During the meeting, it was determined that the site proposed by RAD could accommodate a facility to MTA specifications with a capacity of at least 150 buses. RAD indicated that it was prepared to complete acquisition of the property pending the results of due diligence to be performed by both MTA and the developer, and RAD securing environmental clearance for construction of the new facility in accordance with the California Environmental Quality Act (CEQA). MTA also informed RAD that no out-of-pocket costs for construction of the project or exchange of the property would be paid by MTA as part of the land exchange deal.  

MTA Facilities-Operations staff visited the proposed exchange property on February 19, 2003.  The site is rectangular in shape, and is roughly bordered by Jefferson Boulevard, La Cienega Boulevard, and Rodeo Road.  Access to the property is provided via Jefferson Boulevard.  The site was formerly used as a Sparkletts Water distribution facility, and is located within an industrial area with no surrounding residential uses.  The site is approximately 30% larger than the existing Division 6 and could accommodate roughly twice the amount of buses.   Significant operating savings could be realized based on the ability to construct a CNG fueling station on site and thereby eliminating deadhead costs due to off-site fueling of CNG buses and other imposed operational restrictions on the current Division 6 facility.  Approval of the RAD proposal would provide MTA the ability to own and operate a new, modern division that would replace the current 100 year-old division, and also provide a facility that could accommodate both standard 40-foot and 60-foot articulated buses.

NEXT STEPS

After execution of an Exclusive Negotiation Agreement with RAD, MTA staff will negotiate in good faith over a four-month period or less to finalize the terms of the land exchange and schedules for this development.  Action items to be conducted by both MTA and RAD during the four-month negotiation period are summarized in Attachment A.

At the end of a successful the negotiation period, MTA staff would then will present a Land Exchange Agreement for Board approval.  The MTA, however, will not be obligated to enter into a Land Exchange Agreement if an agreement cannot be reached by MTA and RAD, the exchange site is not environmental cleared, or other due diligence requirements are not met. 

ATTACHMENTS

Attachment A: Action Items during the Negotiation Period

Prepared by:
Denise Longley, DEO, Facilities-Operations

Velma Marshall, Director of Real Estate

Tim Lindholm, Project Manager, Facilities-Operations

	

	John B. Catoe. Jr.

Deputy Chief Executive Officer

	

	Roger Snoble

Chief Executive Officer


Attachment A

Action Items during the Negotiation Period

	Action Item
	Timeline for Completion

(after approval of ENA)


	Responsible Party

	(1) Appraisal of the Division 6 property to ascertain the current value


	4-6 weeks (started)
	MTA

	(2) Outreach and further discussion with elected officials representing the surrounding communities


	2-4 weeks (started)
	MTA

	(3) Community outreach program to include notifications and community meeting(s)


	8-10 weeks
	MTA/RAD

	(4) Noise and sound studies to determine existing noise levels and potential impacts of the new proposed division


	10-12 weeks
	MTA

	(5) Develop the design criteria for the replacement division and provide to RAD


	1-2 weeks (started)
	MTA

	(6) Negotiation of terms, schedules, and drafting of land exchange agreement, including any mitigation measures resulting from community outreach


	12-14 weeks
	MTA/RAD

	(7) Negotiation of funds allocated for construction of the replacement site, based on the sale price of the replacement property, the appraisal price of Division 6, and MTA minimum design criteria


	12-14 weeks
	MTA/RAD

	(8) Search for additional funding for facility enhancements not covered under the land exchange, such as environmental mitigations, operating efficiencies, maintenance equipment, and facility improvements
	14-16 weeks
	MTA
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