BOARD MEETING

JUNE 19, 2003

SUBJECT:
HOLLYWOOD & VINE STATION 

TRANSIT ORIENTED DEVELOPMENT PROJECT

ACTION:
APPROVE JOINT DEVELOPMENT AGREEMENT WITH LEGACY PARTNERS/GATEHOUSE CAPITAL (THE DEVELOPER)
RECOMMENDATION
Authorize the Chief Executive Officer to:

A. enter into a Joint Development Agreement (JDA) with Legacy Partners and Gatehouse Capital for development of approximately 2.8 acres of MTA-owned properties plus 1.47 acres of additional parcels at the Metro Red Line Hollywood and Vine Station with the terms outlined in Attachment A; and 

B. subject to Developer meeting contingencies of the JDA, enter into Ground Lease(s), Easement Agreement, and such other agreements necessary to implement the Ground Lease(s). 

ISSUE
On September 20, 2002 the MTA entered into a six-month Exclusive Negotiation Agreement (ENA) with Legacy Partners working in partnership with Gatehouse Capital and the Los Angeles Community Redevelopment Agency (CRA).  The current ENA lapsed on March 20, 2003.  On February 27, 2003, the Board declined to extend the Exclusive Negotiation Agreement with the Developer with the understanding staff would continue negotiations with the Developer until the expiration of the ENA on March 20, 2003, and thereafter, on a non-exclusive basis.  

Staff continued to negotiate with the Developer and reached agreement on business terms for the development project (Attachment A).  Approval of the recommended actions will allow the Chief Executive Officer to execute the agreements necessary to allow joint development of the Hollywood/Vine Metro Red Line Station Site.  The JDA specifies that authorization of the Ground Lease is contingent among other things on final agreements between the CRA and the Developer regarding completion of financial 

negotiations, and approval of site plans including four-star standards of the hotel and an operating agreement with the hotel, to the satisfaction of the MTA.

The project is a mixed-use, transit-oriented development that would include, approximately 300 hotel rooms (232,500 sq. ft.), 250 apartments, 50 condominiums, and over 40,000 square feet of ground level retail space.  Additionally, 982 parking spaces will be constructed on two levels below grade level.  The land assemblage is comprised of 2.8 acres of land owned by the MTA plus 1.47 acres of property that is privately held and would have to be acquired by the Developer.  The Developer is currently in discussion with the CRA regarding potential assistance.    

POLICY IMPLICATIONS
The recommended action is consistent with MTA’s Joint Development Policy to: 

1. Promote and enhance transit ridership.

2. Enhance and protect the transportation corridor and its environs.  

3. Enhance the land use and economic development goals of surrounding communities and conform to local and regional development plans.


4.   Generate value to the MTA based on a fair market return on public investment.  
OPTIONS
The Board could choose not to authorize execution of the joint development agreement.  Staff is not recommending this option because it could unnecessarily delay development of the station site.  Upon completion, the overall development will integrate into the existing urban environment, offering a vibrant mixed-use development to the neighborhood area around the subway portal.  The proposed terms and conditions are fair, and were arrived at after considerable negotiation.  

FINANCIAL IMPACT
The recommended action will have no impact on the MTA’s FY ‘03 Budget.  In future years, the development will generate additional revenues to the MTA as indicated in Attachment A.

DISCUSSION
The Hollywood/Vine Metro Red Line Station totals 2.8 acres of MTA-owned land and is currently comprised of a subway portal, transit plaza, and a bus layover.  The development would include the MTA property plus additional parcels.

Legacy Partners is one of the largest commercial property managers, developers, and diversified real estate firms in the Western United States.  Legacy has approximately $4.5 billion in development value.  Legacy Partners has closed in excess of $1.5 billion worth of commercial land and Multi-Family properties throughout the Western United States.  

Gatehouse Capital Corporation is a real-estate firm based in Dallas, Texas and has been a principal on over $2 billion of hotel and real estate transactions.  Gatehouse’s focus is on the development of mid-size, four-star hotels with housing.        

Land Swap

The Developer will be performing a land swap with the MTA to exchange properties located on Vine Street for the MTA property on Hollywood Boulevard, excluding the subway portal.  This would resolve financing issues affecting the sale of condominium units on leased land by allowing the Developer to own the land beneath the condominium units while the MTA would then own a portion of the land beneath the hotel.  The base rents and future appraised values would continue to be based on the original MTA parcel configuration for the term of the ground lease.  

Bus Transit Facilities

The business terms require the Developer to submit revised site plans that will incorporate bus layover spaces as well as additional spaces in close proximity to the portal which can be used for boarding and alighting for several bus lines, DASH, and Hollywood Bowl shuttles.  The layover spaces will provide capacity for articulated buses in addition to turn-around areas and easy turning access onto Hollywood Boulevard.  The additional spaces for boarding and alighting will be highly visible and easily accessible from the portal, and have good passenger amenities. 

NEXT STEPS
Upon approval of the recommended actions, the CEO will execute the Joint Development Agreement.  The Developer will prepare revised architectural and site plans.  Staff will continue to manage and coordinate the development in accordance with the terms and conditions of the agreement.   

ATTACHMENTS

A. JDA Terms and Conditions

B. Conceptual Site Plans

Prepared by:
Fiona F. Schneider, Transportation Planning Manager
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