FINANCE AND BUDGET COMMITTEE


JULY 17, 2002

SUBJECT:
TERMINAL 17 DEVELOPMENT 

ACTION:
AUTHORIZE GROUND LEASE WITH MJW INVESTMENTS

RECOMMENDATION
Authorize the Chief Executive Officer and/or his designee to negotiate and execute a 70 year Ground Lease between MTA and MJW Investments (“MJW”) to lease MTA owned property at 636 Maple Street for the development and operation of a commercial parking structure, with major provisions as set forth in Attachment "A"

RATIONALE

MJW Investments, a private real estate developer, is proposing to build a seven story parking structure at Terminal 17 that is located at 636 Maple Street (corner of Wall and Maple in the LA Garment District).  The first floor of the parking structure would be exclusively for bus parking.  The remaining floors will be operated as a commercial parking structure to provide parking for buildings owned by MJW and the general public.  Terminal 17 is currently used as a layover area for four (4) bus lines that use the facility for approximately 142 week-day trips.  The facility is an essential facility for bus operations and currently accommodates a maximum of 10 buses.   

MJW Investments recently purchased 10 existing buildings on Los Angeles Street and plans to transform them into shops, loft apartments, restaurants and fashion showrooms.  However, one deterrent to the success of the project is the lack of adequate parking in the area.  In order to fully develop its project, MJW will have to identify adequate off-site parking to accommodate the parking requirements for tenants in the project. 

MTA staff and MJW consultants have concluded that it is possible to design and construct a 7 story parking garage containing 462 parking spaces on the second through seventh floors.  The first floor would be designed and constructed to accommodate parking spaces for 10 buses and would include restroom facilities for the drivers as well as an Operator’s Lounge.  The ten spaces are sufficient to accommodate bus parking for the foreseeable future.

FINANCIAL IMPACT
The proposed financial package requires MJW to make cash payment of $600,000.  The payment would be made in two phases:  $150,000 at the time the lease is executed and the remainder of $450,000 at the start of construction of the parking Garage.   MJW will be responsible for all expenses associated with the design, construction and operation of the parking structure including any zone change and other entitlements to build the structure.  MTA will become the owner of the structure after 70 years and may sell, lease or demolish the structure at that time.  MTA’s expenses will include utilities and operating expenses for the first floor of the garage.  The MTA’s current operating expenses for maintaining Terminal 17 averages about $28,500 annually.

MJW will also be responsible for completing all of the required CEQA clearances and for preparing the necessary documents at its cost.  MJW must obtain all necessary approvals from the City of Los Angeles Planning Department and the Los Angeles Community Redevelopment Agency (CRA), if applicable.  The approval from the City Planning Department includes obtaining zoning variance to allow construction of a parking building on the site. Any final agreement would be contingent upon MJW getting financing to construct the parking garage and approval of the project by the Los Angeles Planning Department.

Land Value

The value of the land is estimated to range from $75 to $85 per square foot or $2.3 to $2.6 million. Although a formal appraisal was not obtained by MTA, land comparables for other recent appraisals in the downtown area were reviewed.  MJW estimates the cost to construct the parking garage is approximately $1.8 million higher than the typical construction cost of a garage due to the additional requirements that must be met to accommodate MTA’s operation.  Additional requirements include high ceilings on the ground floor, special provisions to allow CNG exhaust, minimum obstructed parking area for bus maneuvering, maximum lot coverage, separate power metering and restroom and lounge for drivers.  When considering the additional cost to construct the MTA requirements are deducted from the land value, the residual value of the land is $828,965.  Since MTA will continue to have an intervening use of the land (i.e. first floor of the garage for bus parking), the value of the ground lease is calculated to be a percentage of the residual fee value. (Land Value less 25% discount = $828,965 – $207,241 = $621,724 or $600,000 Rounded).  

ALTERNATIVES CONSIDERED
Cease discussions with MJW and leave the Terminal in its current condition.  The terminal could continue to operate in its current condition.  Under this scenario, MTA would not receive any economic benefit from its property but would continue to use the terminal to meet bus layover parking requirements.

Sell Terminal 17 and relocate to another facility.  Based on the estimated land values in the area, the sale of Terminal 17 would generate approximately $2.3 to $2.6 million.  While this option would generate additional revenue, it would be difficult to find a replacement facility in the general vicinity to replace the needed bus layover parking requirements.

The proposal offers MTA the opportunity to retain a much-needed facility in the downtown area while getting an improved parking facility for the buses and operators that use the facility and a cash payment. 

MTA will benefit from cooperating with MJW to build a parking structure on Terminal 17.  Terminal 17 would be improved to become an enclosed, secure bus lay over facility with modern facilities for the drivers.    The proposed development will bring many additional residents and shoppers into the area and will serve as a catalyst to increase transit ridership.  In addition, MTA will have the opportunity to obtain a new transit facility that is operationally superior to the existing facility and will include additional amenities for the drivers.  Additional transit amenities can be added to the area such as an enhanced bus stop/shelter on the surrounding public street, inclusion of public art, shared bus stop with LADOT DASH service.

ATTACHMENT

Attachment “A” Proposed Terms

Prepared by Velma C. Marshall, Director of Real Estate

__________________________________

Carolyn Flowers

Executive Officer, Administration

_____________________________

Roger Snoble

Chief Executive Officer
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Attachment A

SUMMARY OF GROUND LEASE TERMS
	Form of Agreement 
	Ground Lease



	Term:
	70 Years



	Payment:
	MJW shall pay the MTA the total of $600,000 in two installments.  The first payment due at the time the Ground Lease is executed.  The second payment is due at the start of construction of the parking garage.

	Cost of Construction Pertaining to the Parking Garage: 
	MJW shall pay for the cost of construction of the parking garage, which shall include all of the first floor improvements to accommodate parking for 10 buses, an operator’s lounge and 2 restroom facilities and landscaping in accordance with plans and specifications approved by MTA and MJW to meet the service and operational requirements of the MTA.  Certain specifications to be integrated in to the design will be provided by MTA.  

The Parking Structure shall be owned by MJW; however, the MTA shall have the right to use the first floor improvements as if they were owned by MTA.  In the design and construction of the parking structure, MJW will be responsible for meeting all requirements of governmental agencies having jurisdiction.



	Maintenance: 
	MJW shall maintain the landscaping and parking structure above the first floor. MTA will maintain the first floor of the parking structure including the operator’s lounge and restroom.  MTA may either separately pay for all janitorial for the operator's restrooms and security costs associated with the first floor area, or, agree to reimburse MJW for the provision of such services on a monthly basis.



	Insurance:
	MTA and MJW shall name each other as additional insureds on the respective liability insurance policies, for an amount and deductible to be agreed upon.
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