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Administrators, engineers, and many others in the transit in-
dustry are faced with a multitude of complex problems that
range between local, regional, and national in their prevalence.
How they might be solved is open to a variety of approaches;
however, it is an established fact that a highly effective approach
to problems of widespread commonality is one is which oper-
ating agencies join cooperatively to support, both in financial
and other participatory respects, systematic research that is well
designed, practically oriented, and carried out by highly com-
petent researchers. As problems grow rapidly in number and
escalate in complexity, the value of an orderly, high-quality
cooperative endeavor likewise escalates.

Recognizing this in light of the many needs of the transit
industry at large, the Urban Mass Transportation Administra-
tion, U.S. Department of Transportation, got under way in 1980
the National Cooperative Transit Research & Development Pro-
gram (NCTRP). This is an objective national program that
provides a mechanism by which UMTA’s principal client groups
across the nation can join cooperatively in an attempt to solve
near-term public transportation problems through applied re-
search, development, test, and evaluation. The client groups
thereby have a channel through which they can directly influ-
ence a portion of UMTA'’s annual activities in transit technology
development and deployment. Although present funding of the
NCTRP is entirely from UMTA’s Section 6 funds, the planning
leading to inception of the Program envisioned that UMTA’s
client groups would join ultimately in providing additional sup-
port, thereby enabling the Program to address a large number
of problems each year.

The NCTRP operates by means of agreements between
UMTA as the sponsor and (1) the National Research Council
as the Primary Technical Contractor (PTC) responsible for ad-
ministrative and technical services, (2) the American Public
Transit Association, responsible for operation of a Technical

Steering Group (TSG) comprised of representatives of transit -

operators, local government officials, State DOT officials, and
officials from UMTA’s Office of Technical Assistance.
Research Programs for the NCTRP are developed annually
by the Technical Steering Group, which identifies key problems,
ranks them in order of priority, and establishes programs of
projects for UMTA approval. Once approved, they are referred
to the National Research Council for acceptance and admin-
istration through the Transportation Research Board.
Research projects addressing the problems referred from
UMTA are defined by panels of experts established by the Board
to provide technical guidance and counsel in the problem areas.
The projects are advertised widely for proposals, and qualified
agencies are selected on the basis of research plans offering the
greatest probabilities of success. The research is carried out by
these agencies under contract to the National Reserch Council,
and administration and surveillance of the contract work are
the responsibilities of the National Research Council and Board.
The needs for transit research are many, and the National
Cooperative Transit Research & Development Program is a
mechanism for deriving timely solutions for transportation prob-
lems of mutual concern to many responsible groups. In doing
so, the Program operates complementary to, rather than as a
substitute for or duplicate of, other transit research programs.
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This report will be of interest to transit administrators, other transit professionals,
private sector land developers and entrepreneurs involved in public sector/private
sector partnerships. Transit professionals will find guidance on appropriate techniques
for involving the private sector throughout the planning, design, construction, and
operation of fixed transit facilities. Those in the private sector will find guidance on
the planning and design process for fixed transit facilities that will be helpful in land
development and location decisions.

Benefit-sharing for fixed transit facilities is an approach to achieving an equitable
relationship between the distributions of public and pi’ivate costs for transit facility .
construction, rehabilitation or operation and the distribution of public and private
benefits. Opportunities for benefit-sharing occur during the planning and design of
new transit facilities, during construction, and during their operation through (1)
direct connections of developments to transit facilities, (2) the use of air rights over
transit rights-of-way, and (3) development of adjacent and nearby real estate. Fur-
thermore, as a consequence of building fixed transit facilities, various other public -
facilities and utilities are rehabilitated. These opportunities for benefit-sharing by
transit agencies are frequently lost, however, because they are not an important
consideration in the planning and design phases (i.e., in location and design of routes
and stations). This research satisfied a need to assist transit agencies in implementing
benefit-sharing by (1) cataloging strategies and techniques, (2) providing guidance on
their application, and (3) evaluating case studies, which provide examples of appli-
cation. With respect to the recommendations and conclusions arrived at in this report,
transit agencies are cautioned on what to anticipate from the private sector and should
be aware that “making a deal” with the private sector obligates the transit agency to
timely and reliable performance of the planned services.
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SUMMARY

STRATEGIES TO IMPLEMENT
BENEFIT-SHARING
FOR FIXED-TRANSIT FACILITIES

Benefit-sharing for fixed-transit facilities is an approach to achieving an equitable
relationship between the distribution of public and private costs for transit facility
construction, rehabilitation or operation, and the distribution of public and private
benefits. This research project provides guidance to transit agencies that might pursue
benefit-sharing by cataloguing strategies and techniques and providing information
on their application. Case studies are presented to offer insight into the dynamics of
impleméntation where benefit-sharing has been successful.

Transit agencies of all sizes and in all regions of the country are increasingly
applying benefit-sharing techniques. Opportunities exist in connection with the main-
tenance and operation of existing transit facilities as well as with new construction.
These opportunities range from lease arrangements whereby tenants share operating
and maintenance costs for terminal facilities to “deals” in which private investment
finances multimillion dollar station improvements. Not to be overlooked are oppor-
tunities to generate additional revenues for transit agencies through redevelopment
of their own underutilized properties. ) :

Returns to the transit agency from benefit- sharmg (or cost-sharing) vary with the
specific situation and type of strategy employed. There are, for example, cases where
transit service improvements or amenities create benefits in terms of aesthetics, en-
vironmental -quality, security, convenience, or sound long-range community devel-
opment without necessarily enhancing direct financial return to the transit agency.
These improvements may or may not entail net additional costs to the transit agency.
At another level are benefit-sharing arrangements in which the costs of a specific
benefit-generating transit improvement are shared by the beneficiaries from the outset
or recovered directly over time.

Value capture approaches represent yet another variation in which the transit agency
seeks a financial return based on the value of the transit benefit provided over time,
as opposed to the initial cost of creating the benefit-generating improvement.

To- date, most transit agency benefit-sharing has occurred in connection with
construction of new transit facilities—mainly fixed rail systems and stations. Now,
however, public sector funding shortages in general, and UMTA'’s policies to decrease
the proportion of Federal funding in transit financeé in favor of increased private
investment, have led to heightened interest in how the benefit-sharing concept can be
extended to other types of transit facilities, both existing and new. There is, further,
the key question of how to refine the benefit-sharing concept as a basis for financing
transit improvements in general. In this respect the state of current practice is still
very young. '

There has been an evolution in thinking from the days of the 1960°s when planning
looked toward the Toronto and Montreal transit systems as models. Their institutional
arrangements entailed the transit authority’s assembling development parcels around
the station areas with the express intention ‘of “capturing” some of the increases in
land value to come about through the development that would eventually occur there.
This approach did not gain acceptance in the United States. Among the reasons were



issues raised by the excess land acquisition aspect. There was also the general public
attitude that transit agencies had no proper role in land development, that they were
strictly limited to providing transit service.

Alternative proposals in the 1970’s turned to the idea of station area “development
authorities” that might be created under the auspices of state or local govemment
or might take the form of public corporations.

While station area development corporations have been successful in several cases
(i.e., Baltimore’s Lexington Market station), the Bethesda, Maryland, case study
illustrates the typical legal/institutional impediments that have hindered more wide-
spread implementation of this type of arrangement.

Today, the issue of generating development benefits to be tapped for financing
transit turns the spotlight once again onto the transit agency. In this respect, benefit-
sharing is a variation on an older theme. But benefit-sharing with its multiple investors
and beneficiaries implies a more complex intervention in the development process
than the older development authority idea. Moreover, the focus is on exploiting the
development potential of properties the transit agency already owns as opposed to
acquiring new development parcels.

Investigation of transit agency benefit-sharing experience to date shows that the
agencies are still feeling their way. The major ingredients of success so far appear to
be support from the General Manager to broaden the scope of transit agency activities
beyond operational concerns to include land use and development, an “entrepreneurial
spirit” on the part of the transit agency which leads to continuous identification of
opportunities and willingness to act on them, availability of expertise in real estate
and finance (whether from in-house staff or consultants) to assist the transit agency
in negotiations and explore new financing techniques, and an openness to cooperating
. and negotiating with local agencies and developers to achieve the highest level of
mutual benefit for all parties.

This report summarizes the important findings from seven case studies and other
sources regarding the state of the art in benefit-sharing practice among transit agencies
of different types and sizes, benefits derived by the various participants in the process,
techniques currently in use for measuring the benefits (and the reasons such techniques
are used), and lessons for other transit agencies regarding successes and failures in
benefit-sharing. The findings provide the basis for the following major recommen-
dations for pursuing benefit-sharing:

¢ Review the opportunities for benefit-sharing within the transit agency—For both
large and small transit agencies, a first step in pursuing benefit-sharing is to see what
opportunities can be exploited within the existing resources of the transit agency. To
this end, a study might be conducted by the planning department or a real estate
consultant to identify existing property which might be suitable for development,
review opportunities in conjunction with new construction, and look at possible system
interface connections or lease arrangements which might be pursued for existing
facilities. Where smaller agencies may not have the resources to conduct such studies
on their own, state DOT’s might provide guidance in this area.

o Establish an appropriate, continuing mechanism for pursuing benefit-sharing for
the transit agency—In smaller transit agencies, this might mean having planning
circles. In a larger transit agency, clear responsibility should be delegated to an
individual or existing department, with support and direct communication from the
General Manager. In agencies pursuing large-scale new construction projects, with
many opportunities, an entire new department might be justified.

o Incorporate a benefit-sharing philosophy into ongoing planning and implementation
processes—For both old and new transit systems, transit-related benefit-sharing should



be incorporated more closely into all ongoing planning. To facilitate this interaction,
the transit agency should become more involved in local land use planning and
development, looking beyond operational considerations to development-related op-
portunities. Because of competing local priorities, however, the transit agency must
take an active role in promoting transit to local governments as a primary beneficiary
of developer contributions or special financing techniques. UMTA planning funds,
passed through the transit agency to local government agencies to fund the added
work necessary to alter land use regulations in support of transit and to implement
special financial techniques, have been effective in ensuring such coordination.

o Deal with the private sector in a businesslike fashion—To enter into agreements
with the private sector, the transit agency must understand the elements of cost, risk,
and financial return which enter into real estate development decisions. The successful
transit agencies have recognized that developers have a fixed budget for public im-
provements, and that they cannot hold property waiting for protracted public funding
decisions. Simply, the developer must make a profit for the development to be feasible.
Further, transit agencies and other transportation planning agencies must be willing
to involve the private developers early in the selection of route alignments and station
locations to achieve the most marketable projects. Most important to securing private
sector commitments is the credibility of the public sector in terms of delivering
promised construction on time. At the same time, transit agencies are becoming more
sophisticated in quantifying the elements of risk reduction, land assembly, and market
research, design, and planning support which they bring to a development deal, and
can use these benefits as bargaining tools in negotiations.

e Recognize the importance of design details, phasing, masterplanning, construction
coordination, and a high level of maintenance to benefit-sharing—The importance of
these elements cannot be understated. Environmental improvements, pedestrian con-
nections, and amenities that arise from these processes are the most likely elements
to be funded through private contributions. However, arrangements must be made to
cover a continuing level of added maintenance required to bring the public spaces up
to the same degree of amenity as the associated private spaces.

o Relate benefit measurement to the level of planning required and to the benefit-
sharing objectives of the planning process or benefit-sharing strategy involved—The
issues in measuring transit-related benefits are not those of finding new or improved
measurement techniques. Techniques for evaluating benefits are readily available from
the range of tools commonly used in standard practice by transportation, planning,
and real estate professionals. The issues are rather those of defining the development-
related impacts or benefits to be measured, collecting the appropriate level of data to
measure the impact, and basing regulations, assessment techniques, or leases on tan-
gible, site-specific benefits. Simply put, the more concrete the basis for the benefit-
sharing strategy, the easier the task of benefit measurement.

o Finally, be realistic in evaluating the financial return to be achieved through
benefit-sharing—Benefit-sharing can cover only a very small part of overall system
costs. Private contributions are most likely to cover enhancements to the system rather
than basic system elements. To be both equitable and politically acceptable, return
from techniques such as benefit assessment districts, which are levied on those in the
immediate area of a transit facility, must be designed to use the monies so derived to
deliver a specific product (such as added maintenance or security) within the specific
area in which the fees are collected, as opposed to funding a broader or more open-
ended item such as systemwide capital or operating costs. Nor can the transit agency
expect to gain 100 percent of the funds from innovative techniques because of com-
peting local demands on these sources in.times of funding shortages. At the same
time, however, transit agencies should be hesitant to seek an equitable return for the



contributions which they bring to the development deal, such as land assembly early
site planning, financial guarantees, and the like.

In sum, benefit-sharing cannot be expected to replace the traditional public sources
of funds. The contributions to be gained through benefit-sharing programs are often
modest in terms of overall cost, are unlikely to be available at the early stages of
transit planning and development, are often required just to make up the 20 percent
local share for many local governments, and are most commonly applied to elements
other than basic transit service. Further, the private sector has been motivated in the
past to contribute to transit projects largely because of local government requirements,
reductions in their upfront costs, and the availability of a healthy proportion of
nonprivate funding in conjunction with their relatively small contribution. While
localities differ in terms of private sector relationships with government and the extent
of private financial commitment to public improvements, the experience documented
here suggests that benefit-sharing cannot be expected to make up for decreased Federal
involvement in transit and urban revitalization projects in most urban areas. As one
author (37) suggests, far from imposing penalties on agencies that do not pursue
benefit-sharing, Federal policy should much more appropriately be directed toward

rewarding those agencies which experiment with new, flexible approaches.

CHAPTER ONE

INTRODUCTION AND RESEARCH APPROACH

PROBLEM STATEMENT

Benefit-sharing for fixed-transit facilities is the equitable dis-
tribution of public and private costs and benefits associated with
transit facility construction, rehabilitation, or operation. Its ob-
jective is to achieve the broadest benefits for all parties at a
reasonable cost to each. This research project was conceived
with the thought that transit agencies will be able to take ad-
vantage of benefit-sharing in connection with their fixed facilities

if they are better acquainted with the range of opportunities

that might exist, the techniques or strategies for realizing the
opportunities, the methods for assessing feasibility, and the con-
ditions under which the various types of opportunities are most
likely to be achieved.

In carrying out the project, the authors have tried to provide
guidance of two types: first, a systematic cataloguing of strategies
and techniques, with commentary on their consideration and
application at various stages of project development; and second,
a series of case studies in which considerable attention has been
given to providing insight into the dynamics involved in cases
of benefit-sharing that either are promising or have proven suc-
cessful already.

Historical Context

The idea of benefit-sharing is not new; it dates back to the
early days of public transportation in North America at the
turn of the century when the street railways opened amusement
parks at the ends of their lines, both to generate revenue in
themselves and to generate off-peak ridership, and when de-
velopers such as the Van Sweringens in Cleveland (/) invested
in rail service to provide access to large real estate holdings at
the fringes of urban areas. Until the end of World War I, transit-
related benefit-sharing happened naturally; transit provided the
necessary access for new development and thus was the major
element in determining the urban area structure. After World
War 1, highways and parking steadily gained over transit as an
influence in attracting development, leading to the dispersed
urban patterns of today, although Toronto proved in the mid-
1950’s that carefully planned investments in rail, combined with
sound land use planning and zoning, could still be a shaping
force in concentrating private development around a transit line.

In the United States, the Urban Mass Transportation Act of
1964, reflecting a major transportation policy change, made
Federal funding available to aid the transit industry. With new



funding provided, new rapid transit and light rail systems were
begun, and attempts were made to revive existing older systems.
However, government involvement in development-related ben-
efit-sharing was initiated for highway air-rights and interchange
areas, with AASHTO, DOT, and NCHRP studies on highway-
related joint development appearing through the 1960’s into the
early 1970’s (2,3,4). Federal programs evolved through the
1970’s into the 1980’s as policies of urban revitalization and
redevelopment were more actively pursued. Passage in 1974 of
the Young amendment to the Urban Mass Transportation Act
signalled a new interest in coordinating transit construction with
development activity. Under the Young amendment, UMTA
had specific legislative authority to create transit corridor de-
velopment authorities and to assist localities in the acquisition
of land in the vicinity of transit stations beyond the actual right-
of-way for purposes of coordinated development. In the late
seventies, professional activity related to joint development
markedly increased, and considerable literature was published
which explored the notions of joint development, value capture,
and public-private partnerships in transit construction.

These efforts reflected a role for the transit agency that had
changed markedly from the early days in which development
and transit service investment were under unified control. The
transit agency of the late 1970’s and 1980’s was publicly owned
and its mandate was perceived more narrowly as simply pro-
vision of transportation service. With the exception of larger
downtown areas in which transit was well established, private
large-scale development had to be enticed to locate near transit
lines and local government played a much bigger role in the
development process. New constituencies of suburban residents
began to offer political opposition to the negative impacts as-
sociated with intensified development around transit stations.
The thrust of the new efforts was thus to use public investment
in transit to attract private investment, particularly in downtown
and urban areas, and to recover for the transit agency some of
the increased value stemming from the public investment. Ba-
sically, the literature focused on large-scale new construction
and development projects.

The Surface Transportation Act of 1978 later removed the
funding authorization for transit corridor development entities,
although it specified aspects of joint development eligible for
funding and provided specific authorizations for joint devel-
opment funds. The Urban Initiatives program of the Carter
years funded joint development, intermodal facilities, and transit
malls under Section 3 of the Act. In 1984, this authorization
remains, but development-related projects must compete for
funds with other Section 3 mass transit proposals.

Current UMTA Policy

In 1984, UMTA is seeking to motivate transit systems toward
joint development, rather than funding such activities directly.
For example, UMTA’s new criteria for determining funding
eligibility for major investments, as described in its Urban Mass
Transportation Major Capital Investment Policy; Notice, issued
May 18, 1984 (5), provide this motivation by requiring evidence
of a strong local financial commitment to the system (i.e., a
dedicated, stable funding source). UMTA has developed a quan-
titative project rating system that takes into account local fiscal
effort. This system consists of two cost-effectiveness indices:

The first reflects incremental ridership, travel time savings and
... operating cost savings ... and focuses on the capital costs
of specific interest to the Federal Government, namely total
capital costs offset by funds provided by State and local gov-
ernments and the private sector to match (or overmatch) Federal
funds. Overmatch means funds in excess of that required by
Federal law. The second cost-effectiveness index is computed on
the basis of total operating and capital costs and reflects project
merit irrespective of the source of funding. (5, p. 21286).

The formula for the first cost effectiveness (“Federal CE”)
index is:
C+0—-T-NF
R

FCE =

and the formula for the second (“Total CE”) index is the fol-
lowing:

C+0—-T
T = —
CE R

where;

FCE = Federal cost effectiveness index;
TCE = total cost effectiveness index;
C = marginal annualized capital costs for project compared
to TSM alternative;
O = marginal annualized operating and maintenance .costs
over TSM alternative;
T = marginal annualized travel time savings over TSM al-
ternative; and
NF = marginal annualized value of proposed non-Federal cap-
ital funding for project as compared to TSM alternative,
computed as: (c1)(pl) — (c2)(p2), where; cl = total
annualized capital costs for project; pl = proportion
of non-Federal funding for project; c2 = annualized
capital costs for TSM alternative; p2 = proportion of
non-Federal funding for TSM alternative; and
R = new ridership resulting from proposed project as com-
pared to TSM alternative.

In evaluating the degree of local financial effort, UMTA uses
a higher local match to reduce the Federal capital costs, thus
producing a more favorable project rating. UMTA’s goal is to
reduce the Federal share to 50 percent of total funding for cost-
effective major investments. In calculating the degree of local
financial commitment, “private sector urban development is also
taken into account if private sector commitments to value re-
capture have been made to financing transit capital or operating
costs. This is an indication that developers actually believe in
the project” (5, p. 21286).

The 1984 UMTA policy also encourages local governments
contemplating new projects “to implement a program of local
supportive policies and actions designed to enhance the proposed
project’s cost-effectiveness and financial feasibility” (5, p.
21290). These include: :

« Zoning policies and development incentives to stimulate
high density development in station areas, particularly joint
development—to include value recapture mechanisms in sup-
port of the transit system.



o Land use plans that support the development shaping in-
fluence of the transit system.

» Coordinated feeder bus and paratransit service to the sta-
tions. ’ )

o Measures to restrict auto use within transit corridors.

e “Financing mechanisms which make use of taxes and/or
fees paid by developers and property owners benefitting from
the transit investment” (5, p. 21290-21291).

Given this Federal funding and policy outlook in the 1980’s,
agencies involved in construction of new lines and extensions
or in rehabilitation or reuse of older systems are interested both
in new forms of transit finance, and a broader concept of benefit-
sharing, in order to: (1) increase ridership and the mode share
for transit, (2) broaden transit’s financial base, (3) realize a
higher return on transit investments, and (4) compete more
successfully for UMTA “new start” funds.

The Benefit-Sharing Concépt

The new concept includes obtaining a financial “return” for
the transit agency as a result of charging users for benefits
realized as a result of transit investments or facilities, but also
encompasses the benefits of added ridership and improved sys-
tem image obtained through better integration of transit and
surrounding development and land uses. However, the concept
includes not only joint development and value capture, but
encompasses many forms of cooperation among the transit
agency, the local government, and the private sector in inte-
grating new and existing facilities into the surroundings and
maximizing the return on investment dollars.

The Project Statement for this project sets forth the hypothesis
that opportunities for benefit-sharing by transit agencies are
frequently lost because they are not an imporant consideration
in the planning and design phases of system development (i.e.,
in the location and design of routes and stations), and because
there is little quantitative information available to transit agen-
cies to assist them in formulating benefit-sharing approaches or
arriving at reasonable charges or other contributions for these
transit benefits. The Project Statement described the need to
provide: (1) information about existing practices, (2) insights
into the development process, (3) guidance in relating to private
and public sector beneficiaries, and (4) strategies for negotiating
benefit-sharing.

The objective of this report is thus to offer guidance to transit
agencies on ways to take advantage of benefit-sharing oppor-
tunities. The research team has assembled information on the
benefits of various types of fixed-transit facilities and associated
development or investment in order to provide:

o Information on development-related benefits and ways to
measure them.

» Insights into the development process.

e Recommended strategies for negotiating benefit-sharing.

o Analysis of institutional and legal considerations.

o Practical implementation strategies.

RESEARCH APPROACH

The research approach discussed in the following is based on

the tasks specified in the Project Statement. The task descrip-
tions were divided into three parts.

Part |—Investigation of the Development Impacts
of Fixed-Transit Facllities

In the first part of the study, published materials covering
the fields of joint development/value capture and innovative
transit finance were reviewed, along with transit, planning, and
urban design periodical literature and telephone contacts to
develop a synthesis of information on transit agency experience
with benefit-sharing. Six tasks were included in the Part I effort:

1. List fixed-transit facilities likely to produce benefits.

2. Identify and describe the benefits, and the beneficiaries.

3. Describe methods to measure benefits.

4. Identify and describe benefit-sharing techniques, covering
the following four categories: planning and acquisition, design
and construction, public infrastructure, and special financial
arrangements.

5. Identify transit agencies that have attempted to share
transit costs with private and public beneficiaries and propose
case studies.

6. Prepare an Interim Report, covering Items 1-5.

The Part I effort revealed considerable published literature
bearing on the topic, as well as increasing transit agency ex-
perience with benefit-sharing strategies, not only for large cities
or major capital investments but also for lower cost projects in
smaller areas. While much of the published material covered
rail systems and large projects, the periodical literature revealed
applicable projects in smaller areas. These agencies were con-
tacted by telephone to learn more about the projects and their
applicability to this report. The Interim Report summarized this
information and presented a list of possible case studies.

In selecting the candidates for transit agency case studies, the
following criteria were used:

+ Transit agencies which are implementing more than one
type of benefit-sharing strategy.

e A mix of types of transit facilities and modes: i.e., rail,
light rail, bus.

* A mix of city sizes and types; i.e., older transit-oriented
versus newer auto-oriented.

* A mix between planning for new construction versus ap-
plications for mature systems.

¢ A mix of geographic locations and of land use densities
within individual locations; i.e., CBD versus suburban.

o Applicability of the benefit-sharing strategies for other
transit agencies. '

In addition, the case studies were to cover the four areas listed
in the Project Statement, of: planning and acquisition, design
and construction, public infrastructure, and special financial
arrangements.

As the research and literature search progressed, several cri-
teria were added to ensure that the case studies would “break
new ground” in terms of usefulness and to reflect the conclusions
reached in Part I regarding transit agency involvement in ben-
efit-sharing. These additional criteria included finding:



- o Transit agencies that are taking a lead role in benefit-
sharing, especially those which appear to embrace an agency-
wide benefit-sharing philosophy.

o Agencies that have established various forms of capabilities
in real estate, finance, and development to equip them better to
deal with local planning and redevelopment agencies, and with
the private sector, whether through creation of new departments,
use of existing departments, involvement of the general manager,
or use of professional consultants.

o Agencies that have established planning processes that take
into account development and planning goals.

A long list of transit agencies was considered for possible case
studies. Some of these were eliminated because their benefit-
sharing experience was adequately described in the existing lit-
erature, or because it was difficult to make contacts with key
individuals. Although others were eliminated because they had
implemented only one major project, a list of candidates emerged
which met most of the criteria set forth previously, and further
exploration of additional cities was unnecessary.

The result of this search was recommendation of seven case
studies. Three additional possibilities were also proposed in the
Interim Report, which could have been substituted for any of
the recommended cases at the discretion of the panel. A com-
parison of the seven case studies finally selécted is presented in
Figure 1, and the detailed case study findings are included in
Appendix C. The case studies contribute an important level of
practical information. They show, in many ways more clearly
than the general reviews and discussions, the way the earlier

Location/ Regional - 4 Primary Benefit-
Transit Agency Population Modes Sharing Techniques
New York City: MTA 16 million Rapid Transit Incentive Zoning
- Times Square/42nd St. Commuter Rail Joint Development
- East Midtown Develop- Bus System Interface
ments Negotiated Investments
3 Votuntary Contributions
Los Angeles: SCRTD 8 million Commuter Rail Station Area Masterplans
- Proposed Metro Rail Bus Incentive Zoning
Stations Rapid Transit Benefit Assessment
{p1anned) Organizational Mechanisms
Boston: MBTA 2.6 million Rapid Transit Real Estate Management
- Real Estate Manage- * Comuter Rail Leases and Concessions
ment Program Light Rail Public Infrastructure
Bus Joint Development
System Interface
Washington, D0.C.: 2.5 million Rapid Transit System Interface
WMATA 8us Station Area Masterplans
- New Carrollton Metro Joint Development
- Bethesda Metro Center Organizational Mechanisms
Portiand, OR: Tri-Met 825,000 Light Rail Construction Coordination
- Banfield Transitway Bus Special Assessments
Station Area Masterplans
Organizational Mechanisms
Toledo, OH: TARTA 490,000 Bus PubYic Infrastructure
- Downtown Transit Loop Voluntary Private Contributions
Cooperative Agreements
Tax Increment Financing
Michigan Terminal Projects:
Marquette: MTA 23,000 Local/Intercity Bus
City of Cadillac 10,000 Intercity Bus
Dial-a-Ride
Bay City: Metro Transit 85,000 Local/Intercity Bus Leases and Concessions
Flint: MTA 450,000 Local/Intercity Bus  Cooperative Agreements
City of Pontiac Local/Intercity Bus  Cost Sharing with
Battle Creek Transit 114,000 Local/Intercity Bus  Tenants, Intercity
: Rail
City of Xalamazoo 80,000 Intercity Bus
Rail
City of Dowagiac 6,300 Rail
Intercity Bus
Dial-a-Ride
Niles 21,000 Intercity Bus
Dial-a-Ride

Figure 1. Comparison of case study transit agencies.

described UMTA policies and current activities of transit agen-
cies are reconciled, and illustrate the dynamics, opportunmes,
and limits of benefit-sharing.

Part Il—Select and Conduct Case Studies

Once the list of case studies was agreed on, the study team
prepared for and conducted the case studies. For each case, a
primary contact person at the transit agency was selected; in
most cases, this person assisted in arranging additional inter-
views with public and private sector participants in the benefit-
sharing process. The approach differed according to the nature
of the case study. In some of the cases, specific projects were
the major focus; here, direct participants in the planning, design,
and implementation were interviewed. Others involved a more
general look at the transit agency, covering more than one
project, or projects still in the planning stage. Here, interviewees
were selected from those within and outside of the transit agency
who had been involved in the overall planning process, or others
who were qualified to comment on the transit agency experience.

The site visits typically required 2 to'3 days, and involved
two of the study team members where possible. On completion
of the site visits, the materials and interview notes were compiled
into individual case study reports. These case study reports were
in every instance sent to the primary contact people in each
case study for review. This was done to ensure accuracy of facts,
especially for projects still in planning or construction where
the status was liable to change before publication of this report.

Each case study report ends with a summary of issues, lessons,
and recommendations arising from that particular case. These
summaries were used as the basis for identifying elements imped-
ing or contributing to the success of benefit-sharing, and rec-
ommendations for other transit agencies to follow.

Part lli—Develop Recommendations and Prepare
Reports

In the final three tasks, recommendations for transit agencies
to follow in implementing benefit-sharing practices were devel-
oped from the synthesis of existing practice in the Interim Report
and from the individual case studies. In addition, suggestions
for future research efforts were developed. These recommen-
dations, along with the findings of the research, are presented
in this report.

Organization of the Report

The remainder of this report consists of six chapters and three
appendixes. Chapters Two through Five include the findings of
the project. They are structured to present the solid foundation
for benefit-sharing in the literature of joint development and
value capture; to discuss benefit-sharing opportunities, costs,
benefits and measurement techniques in terms of current transit
agency experience with the concept; and to distill elements af-
fecting success and failure in terms of the transit agency role -
and responsibilities.

Chapter Six presents recommendations for transit agencies to
follow in implementing benefit-sharing techniques. Here again,

the focus is on practical strategies which transit agencies should

pursue, ideally within the framework of existing legislative au-



thority, to seize benefit-sharing opportunities in new construc-
tion, system operation, and renovation/ modernization projects.
Chapter Seven presents suggestions for further research, in-
formation dissemination, and synthesis of practice.
Appendix A presents benefit-sharing summary sheets orga-
nized by facility type, so that agencies can identify opportunities
for facilities appropriate to the size and type of their agency.

Appendix B presents summary sheets organized by benefit-shar-
ing strategy type, so that information and examples can easily
be referenced for a specific type of benefit-sharing technique.
Appendix C contains the individual case study reports, with
contact people, agency listings, and bibliographies included at
the end of each.

CHAPTER TWO

FINDINGS—FOUNDATIONS FOR CURRENT CONCEPTS OF BENEFIT-
SHARING IN THE LITERATURE OF JOINT DEVELOPMENT AND VALUE

CAPTURE :

This chapter presents the findings of the literature review
conducted for this study, and describes several important studies
which provide the basis for current benefit-sharing philosophies.

The literature search performed for this study, supplemented
by telephone contacts, was conducted to identify:

» Specific examples of benefit-sharing strategies and oppor-
tunities for various types of transit facilities by mode and ways
of classifying the strategies.

« Examples and actual statistics related to the type and extent
of benefits which can be realized for various types of investments
associated with different types of facilities (both financial and
other).

. Techmques whxch are used by various pamcxpants involved
to choose strategies and measure the benefits. .

« Common elements of success or failure/“conditions of ap-
plicability” for the various types of investments and strategies.

It was found that five major reports laid the foundation for the
current concept of benefit-sharing advanced in this study.

The 1974 four-volume study, 4 Value Capture Policy (6),
published by the Rice Center, explored:

[tlhe concept, evaluation of legal issues and precedents related
to supplemental condemnation, monetary transfers, intergovern-
mental cooperation and air rights/sub-surface development;
community design issues and examples related to mobility, social
relationships, services impacts and provisions, employment op-.
portunities and environmental impacts; and finance concerns as
to forms and attributes of both capitalization and income real-
ization as well as the total potential for new public and private
revenue which can be produced by joint public-private ventures
in Value Capture Policy. .

In particular, the “Financial Element” (Vol. 4) covers the ad-
ministrative structures required to implement value capture,

including discussions of private corpo'rations, public corpora-
tions, special purpose governments such as special districts,
public authorities, and “hybrid” instrumentalities / commissions
such as metropolitan area transit authorities, general purpose
governments, and intergovernmental or joint public / private cor-
porations. The report explores various types of capital instru-
ments and evaluates nine “income realization scenarios” for land
disposition. This report introduces a cash flow analysis model
to illustrate the advantages and disadvantages of the land dis-
position scenarios.

The 1976 two-volume study, Transit Station Area Joint De-
velopment: Strategies for Implementation (7), is a major reference
on transit station joint development which:

presents the results of a two year analysis of joint development
and contains: 1) an analysis of 19 case studies of examples of
transit/land use joint development; 2) an analysis of the impacts
of transit on property values; 3) an analysis of 28 techniques—
including regulatory mechanisms, taxation, land acquisition, and
public assumption of risk strategies—available to local govern-
ments which can be used to foster station area joint development;
and 4) a proposed model legislation for the creation of Transnt
Corridor Development Agencies.

A major contribution of this report is its recognition of the
interactions between the transit planning process and the related
development process. The evaluation of techniques in this ref-
erence is based on the ability of the techniques to accomplish
six joint development objectives: value capture, joint develop-
ment incentive, property assemblage, community preservation,
development control, and design control. The evaluation stresses
the need to relate the choice of techniques to market conditions
jn the area and the extent to which development in a given area
should be either encouraged or controlled. Finally, this report
outlines three major constraints to joint development—multiple
ownership of land, limited development potential at some sta-
tions, and institutional fragmentation.



The 1978 study, Innovative Financing Techniques: A Catalog
and Annotated Bibliography (8), builds on the two earlier studies
and broadens the discussion of innovative techniques to include
joint development, value capture in the “narrow” sense of re-
capturing specific property value increases resulting from transit
improvements, land use regulation, taxes, assessments and
charges, and public land acquisition. This report includes nu-
merous project descriptions and examples from the 1970’s, as
well as in-depth descriptions of historic examples.

A companion 1979 study, Financing Transit: Alternatives for
Local Government (9), prepared for UMTA by the Institute for
Public Administration, looks at the overall question of transit
finance in terms of the extent to which transit should be sub-
sidized, and what taxes should be imposed to pay the subsidy.
The report discusses and evaluates potential transit revenue
sources, including benefit-sharing strategies such as tax incre-

ment financing and benefit assessment districts, in terms of

economic efficiency, political acceptability, and equity.

The 1979 Urban Land Institute publication, Joint Develop-
ment: Making the Real Estate / Transit Connection (10), focuses
on the negotiation aspects of joint development projects, drawing
conclusions from seven project case studies in five cities. Besides
providing detailed information on the elements of land devel-
opment “deals”, this study stresses the need for more co-
ordination between transit and land development planning.

To establish the current state of the art, the literature search
covered material from the disciplines of transit planning and
finance, city planning, real estate and development, and urban
design. The overall finding is that there is a solid basis for
understanding and evaluating benefit-sharing techniques in the
published literature, supplemented by increasing examples of
actual implementation of the techniques by transit agencies
which provide expanded data on implementation, participants,
costs and benefits. The following points summarize some of the
factors that have led to the increasing application of benefit-
sharing techniques in the transit industry:

o The Urban Initiatives program of the Carter years, sup-
plemented by UDAG funding and other economic development
programs, funded numerous transit station joint development
projects, transit malls, and multimodal transportation centers.
These programs, following the principle that the Federal in-
vestment was to be used as a catalyst for private investment in
urban revitalization efforts, required evidence of private sector
investment as a condition of funding. The benefits of some of
these joint development efforts to UMTA and transit agencies
have been summarized in research performed for UMTA by
Louis Keefer (11). Many of the transit malls have utilized special
benefit assessments to fund ongoing maintenance and opera-
tions.

e A revival of new rail and light rail starts, combined with
decreasing Federal investment, the UMTA “new start” funding
criteria, and new state funding sources such as California’s sales
tax and Michigan’s gas and weight tax, has led to more efforts
to plan comprehensively for value capture, integrated devel-
opment, and other innovative financing techniques in new sys-
tem planning.

« Downtown People Mover projects, funded initially through
the UMTA demonstration program, have reached the stages of
final engineering and construction, involving close integration
with private development and private participation in funding.
Several of these projects have been funded through benefit as-
sessment districts. Current proposals involve a “turnkey” op-
eration, in which the private company completely finances
construction and operation.

o The private sector has become more actlvely involved in
funding highway improvements needed to accommodate the
needs of development projects, particularly in rapidly growing
areas.-A 1983 study for FHWA by Kimley-Horn Associates
documents many examples of such participation (12). The will-
ingness of the private sector to cooperate in highway projects
provides a precedent for seeking similar private involvement in
transit facility construction and operation.

CHAPTER THREE

FINDINGS—IDENTIFYING BENEFIT-SHARING OPPORTUNITIES, COSTS

AND BENEFITS

This chapter classifies types of benefit-sharing opportunities
by facility type, discusses participants and their roles in the
transit and development planning process, and identifies costs
and benefits to the various affected parties involved.

As the basis for exploring benefit-sharing, a framework for
defining the scope of the study was developed early in the study.
The framework was designed to include opportunities for transit
agencies of various sizes, and for various types of facilities which
had been underrepresented in the literature to date.

TYPES OF FACILITIES FOR WHICH BENEFITS
CAN BE REALIZED

To identify the full range of benefit-sharing opportunities, a
list of types of facilities most likely to produce benefits was
developed from a comprehensive matrix showing types of transit
facilities by mode. Figure 2 shows this list, and for each category,
those types of investments or actions that are the most likely
candidates for application of benefit-sharing strategies. Oppor-



10

Summary Sheet
Page Number Benefit-Sharing Opportunities
(Appendix A) by Type of Facility
, e  Corridor/RON Level
A-2 - Land banking
A-3 =" Lease or sell abandoned rights of way for reuse
A-4 - Lease or sell development rights
A-S - Negotiated investment: Share rights-of -way among
transportation modes
A-6 - Negotiated investment: developers or pudlic
agencies contribute land for right-of-way,
stations or parking
e  Stations/Stops/Sheiters
A-7 - Lease or sell existing facility: unused stations
A-8, A-13 - Lease or sell development rights,
A-9 - Lease or sell existing space: concessions
A-10 - Negotiated investments: system interface connections to
development
A-11 - Voluntary private participation: “adopt a station"
A-12 - Voluntary private participation: advertising bus shelters
A-24 - Lease or sell advertising rights
o  Terminals/Transportation Centers
A-13 - Negotiated investment - joint development of downtown
transportation centers with private bus companies,
commercial uses
A-14 - Negotiated investment - shopping center shares cost of
facilities for bus stops. suburban transportation centers
e Transit Malls
A-15 - Special financial arrangements - special benefft assessment
districts
o  Parking Facilities
A-16 - Special financial arrangements - turmnkey development
A-17 - Sell development rights
A-18 - Sell or tease.existing factlity space (off peak times)
. Surplus Buildings/Property
A-19 - Lease or sell existing facility
. Yards/Maintenance Facilities
A-20 - Lease or sell development rights
. Passes/farecards/tickets
A-21 - Sell advertising rights
A-22 - Voluntary private participation: use businesses for
sales outlets
*A-23 - Voluntary private participation: employer transit pass
subsidy programs
e  Vehicles
A-24 - Sell advertising rights

Figure 2. Fixed-transit Sacilities likely to produce- benefits / ben-
efit-sharing opportunities.

tunities for each-t)}pe of facility, along with participants in the -

process, contributions by and benefits to each, conditions under
which the strategies are likely to succeed, and recent imple-
mentation examples, are summarized in worksheet form in Ap-
pendix A. The page number references for locating each strategy
in Appendix A are included in Figure 2.

FACTORS INFLUENCING COSTS, BENEFITS, AND
OPPORTUNITIES

Once the types of facilities were determined, the next step in
the research was to establish a working definition on benefit-
sharing. In order to translate the broad concept of benefit-
sharing into a format that is meaningful to the transit agency
audience, practical applications of benefit-sharing were specif-
ically defined in terms of a number of basic parameters, discussed
as follows: ' '

o The type of fixed transit facility is a primary determinant
of transit-related benefits. Most of the literature prior to the

A198'0’s has documented joint-development and value capture

efforts for rapid transit stations, corridors, and terminals, but
opportunities are increasingly being pursued for light rail sta-
tions, parking areas, transit malls, surplus rights-of-way, surplus
land and buildings, elevated viaducts, intermodal transportation
centers, major bus stops and transfer points, and even bus shel-
ters. In the broadest sense, benefit-sharing approaches are being
followed for every facility or piece of property owned by a transit
agency, although not all of this benefit-sharing is directly related
to associated private development. .

o The type and size of the transit system define to some extent
the types of opportunities available. New systems such as
SCRTD, still in the planning stages, or WMATA, well into
system construction, are actively pursuing a coordinated pro-
gram of station area planning and development, with the goal
of recovering a fixed percentage of capital costs through value
capture. Mature systems such as New York City’s MTA and
Boston’s MBTA, on the other hand, are attempting to share
benefits through management of real estate holdings, private
participation in station rehabilitation, connections of existing
stations to new and existing development, and reformulating
advertising and concession practices. Large systems such as
these have more opportunities to launch large-scale single proj-
ects, but have also instituted smaller scale projects throughout
the system, such as New York City’s privately funded bus shel-
ters. While smaller bus systems are’ less likely to implement
large-scale projects, they have benefited from the incremental
impact of smaller improvements throughout the system.

o The type of development or investment also encompasses a
range of projects, from major commercial developments to lease
of space, provision of pedestrian connections, inclusion of art
work, recreation space, or other amenities, utility relocation,
shared parking, or even sale of advertising space. The nature
and extent of such private investment is often defined through
negotiation among the parties, hence the term, “negotiated in-
vestments.” Improving connections of existing developments to
existing stations in conjunction with station rehabilitation or
nearby development projects is occurring in downtowns such
as Philadelphia’s, Boston’s, and New York’s, while new build-
ings are being directly connected to new stations under con-
struction in cities such as Atlanta, Miami, and Washington.

o Benefit-sharing can be initiated by various participants in
the process, including the transit agency both as an operating
agency and as a corporation, local, state or regional government,
quasi-public development corporations, the private sector as
developers and as property owners or businesses, and the general
public. These various participants all realize different types of
benefits. In some cities, such as Toledo, the transit agency takes
a lead role in the development process; in others, such as Denver,
the process is initiated by private sector groups; in still others,
such as Los Angeles, partnerships are formed among agencies
and the private sector, depending on the areas of jurisdiction
and market conditjons. )

o Market conditions in the vicinity of the facility are always
critical factors in determining the viability of development proj-
ects. Projects that succeed under certain conditions may prove
dismal failures under different conditions. Downtown transit
malls, for example, have proven successful in revitalizing some
downtown retail areas, but have not succeeded in areas that had
deteriorated beyond a certain point prior to mall construction.
Studies conducted for light rail in Denver (/3) and for rapid
transit in Los Angeles (/4) have identified stations where market



demand is currently so weak as to preclude development op-
portunity in the immediate future. In general, where develop-
ment pressure is strong, direct assessment districts and
regulatory approaches such as San Francisco’s are feasible;
where development must be “lured” to a site, local agencies
must provide tax incentives and other inducements to attract
new projects or postpone development until conditions change.

e Similarly, the location of the facility itself, whether in a
central business district, suburban area, highway-transit inter-
face, or city neighborhood dictates different approaches and
implies a different scale of benefits. In a radial system serving
downtown, suburban locations, with the exception of terminal
locations, are unlikely to generate increases in land value as
extensive as those resulting for downtown stations, which draw
upon many suburban stations for patronage (7). The relationship
of the facility to surrounding land uses is also important. Fa-
cilities located in rail or highway rights-of-way, while cost-
effective in terms of acquisition costs, often fail to generate
private development because of poor connections or distance
from activity centers.

o Distance from the facility is another factor. While “active”
benefit-sharing approaches can be pursued in the immediate
vicinity of the facility, “passive” benefit-sharing occurs at a
greater distance. The impact area around a facility generally
tends to increase in size as overall density decreases, for two
reasons (7). In high density situations, stations are located closer
together so that impact areas overlap. Second, higher density
areas are more pedestrian-oriented, making shorter walking dis-
tance a more important factor in determining the area of influ-
ence than the longer driving distances in suburban areas. The
experience of BART shows that differential assessments can be
developed for properties at varying distances from a station. In
addition, legislative authority granted to transit agencies for
taking property is generally limited to a narrow radius of the
transit facility.

« Finally, benefit-sharing is not an isolated event, but, ideally,
it is pursued at all stages in the life cycle of the transit facility:

In initial location and site selection of new facilities, where
a transit agency can acquire extra land for future devel-
opment or negotiate contributions of land from property
owners, and where zoning tools or transfer of development
rights can be used to direct investment to the transit cor-
ridor.

In new facility design, where direct connections can be
made from developments to the transit stations, circulation
systems designed, amenities provided, and potential nega-
tive impacts mitigated.

During construction, where projects can be phased to save
time and share costs through coordination with other pro-
grammed improvements.

During operation of the facility, where the benefits of im-
proved access, passenger traffic, aesthetics, and reduced
environmental impacts are realized.

In the rehabilitation, reuse, relocation, lease, or sale of older
or surplus facilities, where many imaginative and profitable
strategies have been developed to suit the nature of indi-
vidual facilities and the demands of the marketplace.
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PARTICIPANTS IN THE PLANNING AND ,
DEVELOPMENT PROCESS

For the purposes of this investigation, the major participants
in the benefit-sharing process are best classified by the nature
of their interests and roles; for example, public and private sector
entities, institutions, and constituencies among the general pub-
lic, including groups with special interests. This classification
scheme is shown in Figure 3.

The literature and case studies indicate that those participants
directly and constructively responsible for planning and devel-
opment of the most commonly used techniques of transit benefit-
sharing are usually the transit agency, local jurisdiction(s) and
their agencies (particularly planning and redevelopment agen-
cies), land-owners and developers, and, in some cases, retail or
service business proprietors.

ROLES OF PARTICIPANTS

In a general sense, participants in the transit benefit-sharing
process play two types of roles: as contributors (those involved
in creating/supplying the transit improvement(s) and related
benefits) and as beneficiaries (those receiving benefits from the
transit improvement(s). Further analysis reveals that, in fact,
“those who give also receive.” The same participants fill both
types of roles; that is, they may be both suppliers and benefi-
ciaries at different points in the process. A measure of effec-
tiveness of the process is whether the value of benefits actually

PUBLIC SECTOR

Transit agency (the central, key beneficiary of concern in this study and
the primary audience for its findings and conclusions}

Local government jurisdiction or jurisdictions

Local neighborhoods or communities (e.g., through reduced traffic and/or
reduced parking on local streets, increased property values, improved ambience,
air quality, improved local and regional access, improved availability of retail
services as a result of stimulation to upgrade merchandising in transit-affected
commercial areas)

Metropolitan or regional governmental or quasi-governmental entities (single
purpose or multi-purpose)

State governments (including line agencies such as 00T's)

Federa)l Government interests

PRIVATE SECTOR
Landowners, developers, building managers, tenants

Retail or service business proprietors

INSTITUTIONS
Universities
Hospitals or other similar major employers

Cultural institutions

CONSTITUENCIES AMONG THE GENERAL PUBLIC

State and local economic development interests

Environmental organizations

Transit riders

Groups with special needs such as the handicapped, elderly, school children (not

likely to be participants, but may be beneficiaries)
Figure 3. Major poteniial participants and beneficiaries of
transit-related investments.
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realized is in proportion to the contributions of those who have
supplied the wherewithal (capital, labor, ideas) to generate those
benefits.

Specific roles vary greatly, depending on the techniques being
used and on the institutional framework within which the par-
ticipants are operating. There are as many different roles for
the various participants as there are examples of benefit-sharing.
Each example, each case—even within the same city—appears
to have its own peculiar set of circumstances, its own “subplots,
quirks and contrivances.” However, some general principles
have been distilled from the literature and the case studies. Of
all the techniques examined, those involving joint development
and other coordinated planning and development projects (in-
cluding the techniques of lease or sale of development rights
and negotiated investments) appear to have the most definable
set of typical roles.

A series of development-related analysis steps must theoret-
ically be conducted by public planning and development agen-
cies and developers concurrently with the transit planning
process to achieve coordinated transit facility and land devel-
opment projects. These steps, as they ideally should relate to
the UMTA project development process for major investments,
are presented in Figure 4, according to the participants involved
at each point. In fact, the planning activities are typically con-
ducted on very different schedules. In many instances, devel-
opment opportunities or benefit-sharing strategies are not
considered until after the system is in final design, thus pre-
cluding many opportunities. In a typical case, a land use plan-
ning agency will be approached by a developer with a proposal
in a new station area. Upon taking the proposal to the transit

PARALLEL PARALLEL
UMTA TRANSIT LAND USE PLANNING PRIVATE SECTOR
PLANNING ACTIVITIES ACTIVITIES DEVELOPMENT ACTIVITIES
(TRANSIT AGENCY) (LOCAL PLANNING, DEV'T AGENCY) (PRIVATE DEVELOPERS)

1. System Planmning Regional Plan Development Regional Market Analysis

11, Alternatives Corridor Level Masterplanning Alternative Site Analysis

Analysis/ tand Use Regulation/Financial Conceptual Plan Develop-
Draft EIS Framework Development ment .
{{l.Pretiminary Station (Facility) Master Plans Finalize Development
Engineering Develop Design Guidelines Program
Implement Land Use Regula- Project Investment Decision
tions Site Planning
Prepare Financia)l Formulas Seek Tenants, Financing
IV. Final Design Design Review Negotiate Design, Taxes,

V. Construction

V1. Operations

Negotiate Financial Agreements
with Developer and Transit
Agency

Coordinate Public/Private
Elements
Implement Financial Mechanisms

Monitor Impacts
Refine Zoning, Financial
Mechanisms 1f Necessary

Leases with City, Transit
Agency
Final Project Design

Construction

Property Management

NOTE: Wnile parallel in terms of purpose and level of detail, the three sets
of activities may (and in fact are likely) not to be conducted in
the same time frame.

Sources: Adapted from (5) and (8)

Figure 4. Points of coordination between UMTA transit planning
process and land use agency and private developer planning ac-
tivities.

agency, it is found that the design is so far along that changes
to integrate the development with the station would be too costly
to complete. The proposal is either abandoned or designed in-
dependently from the station, to the ultimate loss of all. A key
factor in encouraging benefit-sharing is thus to adapt to the
varying public/private schedules by:

1. Anticipating instances where future transit facility con-
nections can be provided for in prior private construction (Los
Angeles Citicorp/Seventh Street Metro Rail Station).

2. Designing prior transit facility construction to accom-
modate future private development connections (Toledo Seagate
Station).

3. Negotiating a common design and construction schedule
to achieve economies and coordinated design (Toledo Perry
Station).

In recent years, UMTA has fostered land use/development
planning coordination in conjunction with new system planning
by allowing transit agencies to pass planning funds through to
appropriate local agencies for land use and development plan-
ning in the early stages of system planning, as shown in the
Portland and Los Angeles case studies. This funding helps to
integrate the public and private processes more effectively, to
ensure the land use regulatory coordination necessary to max-
imize transit-related development opportunities, and to foster
good design.

It is evident that the process of joint development, from ini-
tiation through operation, can involve a variety of participants
in a variety of roles. Examination of the complexity and variation
of the required functions to be performed during the course of
this process led the SCRTD in Los Angeles to conclude in its
joint development policy formulation study (14, pp VI-8-9) that:

One of the major constraints of joint development throughout
the United States is that local jurisdictional authority remains
divided, with no single mechanism in place for overseeing effec-
tive coordination of transportation system planning and land
use. ..

The comprehensive legal authority and specialized staff resources
required to: (1) coordinate the station area development process,
(2) package and implement joint development, and (3) provide
financial incentives and secure value capture agreements—are
not embodied in any single public agency in the Los Angeles
Metropolitan Area. This statement would prove a valid obser-
vation in every major U.S. metropolitan area that has sponsored
the construction of an initial phase, regional rapid transit system
during the last twenty years.

After enumerating the public agencies necessary for the im-
plementation of a joint project, the Urban Land Institute in its
case study analysis of joint development (10) observes somewhat
forlornly, “It would be more efficient to have the required pow-
ers consolidated in a single public agency, but such an occur-
rence would be rare indeed.”

Successful implementation of joint development, according to
the literature and the case studies conducted for this research,
requires that the public agency(ies) possess the following powers
and resources, which also define some of the roles assumed by
these agencies:

» Personnel experienced in real estate and urban develop-
ment.



« Financial capability such as the authority to receive grants,
sell bonds, and perform underwriting activities.

o Powers to enter into agreements, contracts, etc. with the
public and private entities, including buying, selling and leasing
real estate, and when necessary, invoking the power of eminent
domain.

o Authority to alter zoning designations and provide incen-
tive zoning where necessary around stations.

o Authority to provide incentives such as tax abatements,
public facilities, density bonuses, or land cost write-downs.

e Authority and ability to effect and enforce intergovern-
mental and interagency pacts and agreements.

In most cases the multiple resources that need to be tapped
require that a consortium of agencies be involved. The case
studies have shown that the successful projects have all been
characterized by interagency cooperation and a strong leader-
ship role by one of the agencies to bring these resources together.

SCRTD’s review of joint development experience identified
five “fundamental capabilities” within the public agency(ies)
involved that are necessary to optimize joint development, trans-
portation, and economic benefits:

1. Comprehensive planning and redevelopment coordination.

2. Station facility design and location authority.

3. Real estate project packaging resources and authority.

4. Ombudsmen support and interagency representation au-
thority.

5. Financial leverage resources and value capture negotiation
authority.

The case studies have shown that the extent to which these
roles are recognized and provided for either by establishing the
capability within the transit agency itself, or by entering into
agreements with appropriate local agencies, is an important
factor in influencing the successful implementation of many
benefit-sharing techniques, particularly those involving land use
controls or innovative financing techniques.

BENEFITS TO THE PARTICIPANTS INVOLVED

The specific benefits that flow to a given beneficiary vary with
each individual situation. The ease of measuring these benefits
also varies, depending on the level of analysis and the measures
being applied. In general, the transportation benefits of transit
facility construction or improvement (reduced travel time, traffic
reduction, added ridership) are readily quantified given current
forecasting practices. General economic benefits of transit-re-
lated development are similarly measurable, such as increases
in property values, increases in potential development density,
increases in rental rates, reduced cost to the transit agency of
land or of construction of a given facility, and so on. Other
benefits, particularly those relating to the degree of amenity or
“marketability” added to a project area as a result of coordinated
design, are not as readily quantifiable, though nonetheless real.
In fact, perceived benefits from transit-related projects often
arise more from associated design improvements or parking than
from the transit facility or service improvements. Finally, transit
agency involvement often affords the important benefits of ab-
sorption of predevelopment costs and reduction of risk. Unfor-
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tunately, this category of benefits to the developer is often not
fully measured or taken into account by the transit agency in
calculating its own contributions to the real estate development
and negotiating an appropriate return for that investment.

In addition to difficulty of measurement, a further compli-
cation is that the benefits of transit projects to private real estate
values are in fact not fixed but contingent on the way projects
are designed and coordinated. Some physical designs and de-
velopment phasing schemes may produce great mutual benefits,
while others for the same site do not. Alternative urban design
schemes and development scenarios must be first conceptualized
and then evaluated before the potential benefits to each party
can be assessed. There is very little literature related to the role
of physical design in maximizing benefits, although these con-
siderations have a critical impact.

Because the benefits to both the transit agency and to other
beneficiaries of fixed-transit facilities are often multifaceted and
their precise measurement complex, in many situations the value
of transit benefits is included in a negotiated *“deal,” culminating
in a lease or sales contract. Such a contract often contains a
variety of provisions spelling out the responsibilities of the re-
spective parties in view of the benefits to be received.

These provisions become the instruments through which the
balance of interests and values is weighed, with the bottom line
cost to the lessee or purchaser the final quantification of the net
value received over and above any costs incurred. The lease or
sales contract thus becomes the instrument through which all
of the various costs and benefits, even the less-quantifiable ones,
are balanced. The Urban Land Institute report on transit-related
joint developmént (10) effectively articulates the components of
such deals. Observing that deal-making can occur both before
and after transit planning, the report concludes there are three
major objectives to “deal-making’’:

« To create the conditions and formalize the relationships
that make joint development possible, including leases, access
agreements, and construction management agreements.

o To overcome deficiencies in the planning process or remove
obstacles not addressed in the process, such as making provisions
for extra station entrances or increased load bearing capacity
for air rights construction.

o To cement the standard legal relationships that constitute
real estate development, such as land transfers, insurance, fi-
nancing, construction, leasing, and management.

These objectives are then translated into five elements, or type
of joint development deals:

o Land acquisition and disposition.

o Access agreements.

o Agreements to ensure financing and construction of public
facilities.

o Management of combined or coordinated construction.

o Operating agreements for long-term management.

In working out the details of these deals, factors particular
to each case—e.g., type and scale of the development, market
environment, political climate and values, regional location—
define the nature and extent of benefits for each project and the
role of each participant. The final balance of benefits is worked
out in a dynamic fashion, over time, in a process of negotiation



14

among all parties involved. To be able to achieve the greatest
benefits, then, the transit agency must have the capability to
sustain this ongoing process at a level suited to the size of the
agency. As stated by the Los Angeles SCRTD (74):

Real estate project packaging is a complex process that involves:
market and financial feasibility analyses, architectural and con-
struction cost reviews, land use appraisals, and direct private
sector negotiations. Essentially, it is an “active,” not a “reactive”
function, that stimulates financially sound, high quality real es-
tate investment in locations that meet adopted public sector/
local community development objectives. In the case of transit
station joint development, the professional staff carrying out this
function must also be intimately aware of the individual land
use market and financial impacts of a rapid transit system. Fi-
nally, the staff must have the professional background and ability
to effectively interface with the private sector. . . . Generally, this
type of real estate expertise is not present in the property man-
agement or planning departments of public transit authorities.

Benefits to the Public Sector

The ULI study (/0) identifies six major benefits that flow to
the public sector participants in the process:

o Economic development, defined as the growth of investment
in urban areas and the commitment of private venture capital,
resulting in development of real estate, creation of employment
opportunities, and attraction and retention of business.

o Growth management, through encouraging high density
development at transit sites and reducing low-density develop-
ment not in conformance with public service plans. The resulting
development patterns are easier to service and permit more
efficient and less costly provision of infrastructure.

o Urban design improvement, including both improvement in
urban aesthetics, by incorporating transit facilities into the de-
sign of structures, and improvement in the efficiency of the
urban form, through increased efficiency of pedestrian traffic,
reduced congestion, and greater internal access among urban
uses.

« Cost recovery, both directly through disposing of publicly
owned development sites and leasing concession space, and more
indirectly through property taxes and other taxes (including
special benefit assessments and other techniques discussed in
the present study).

o Increased transit ridership, through placement of intense,
highly integrated projects at the stations that attract large num-
bers of people.

o Cost efficiencies, in both design and construction, when
there is proper advance planning and execution by the transit
authority.

With respect to the broader scope of transit benefit-sharing
schemes, which is the subject of the present analysis, a somewhat
wider range of potential benefits to the public sector exists. Rice
Center identified three major groups of benefits, discussed as
follows in the context of benefit-sharing:

1. A broadened financial base for transit—On the assumption
that fares alone will probably never provide adequate revenues,
and in view of the rapidly diminishing sources of support from
general governmental sources, the broadening of revenue sources
represented by transit benefit-sharing techniques, however mod-

est its contribution, may become critical to many transit systems,
particularly in view of current UMTA policy requiring increas-
ing local participation in financing new rail projects.

2. Establishment of an equitable allocation of costs—Equity
requires that transit costs be spread among transit beneficiaries.
These techniques represent a mechanism for allocating costs
commensurate with benefits received by spreading costs among
direct users (e.g., through fares), neighboring property owners,
developers, landlords, and retailers (e.g., through levies on ad-
joining properties), and the public at large (e.g., through general
purpose revenue sources such as the sales tax).

3. Realization of a higher return on investment—Transit
could be a means for achieving multiple public objectives (e.g.,
urban revitalization, economic development, energy conserva-
tion). These benefits are enhanced by the use of transit agency
benefit-sharing techniques, particularly those involving intensive
land use and transit facilities. Exploiting these opportunities
would mean better planned station areas and greater ridership.
The authors of the study argue that it should be seen as incum-
bent upon officials to exploit these opportunities by utilizing
the range of techniques available in order to “support taxpayer
investment in transit and help guarantee the system’s success”

(15, pp. 1-9).

Benefits to the Transit Agency

Reducing capital investment and achieving a net reduction
in its annual operating deficit are the overall goals of any new
financing mechanism for the transit agency. Because of the
complex nature of transit agency funding, however, monetary
benefits must be classified into reserve benefits, capital devel-
opment benefits, and operating cost benefits. In general, the
literature treats benefits on a project-by-project basis. However,
in line with the UMTA policies requiring private sector con-
tributions and encouraging local “overmatch,” more recent ef-
forts are geared to quantifying the benefits of comprehensive
value capture and benefit-sharing approaches on a corridor level.

A consultant study of a more active role in the development
process is underway for UMTA in 1984. This study surveys
transit agencies to compare on an agency-wide basis, dollars
expended for staff and consultants in development planning
versus dollar benefits realized by the agencies from the devel-
opments. In a similar vein, a second study (/) was conducted
comparing nine UMTA-funded joint development projects to
ascertain their benefits in terms of UMTA dollars spent per new
transit rider attracted. The study concluded that the nine proj-
ects would generate net additional farebox return sufficient to
“repay” UMTA’s $49.5 million investment in the projects in
less than 6 years. UMTA’s cost for inducing this ridership will
be $1,000 to $2,000 per net additional daily transit trip. This
ratio is significantly lower than that found in most other kinds
of UMTA Section 3 capital assistance grant investments ex-
amined. A third study was just completed -for UMTA (/3)
comparing the revenue potential for Denver’s RTD of a con-
servative, moderate, and an agressive pursuit of value capture
techniques for the proposed 22-mile light rail transit system.
The “conservative approach,” as defined in the study, could be
implemented today, while the ““aggressive” approach would en-
tail considerable political risk and legislative changes. According
to this study, a range “from less than one percent to over 16%
of the total LRT system cost of $2.004 billion may be paid for



with value capture revenues. . . . The aggressive scenario yields
21 times the revenues of the conservative scenario.” (13, p. iv.)

Such theoretical studies generally focus on systemwide finan-
cial benefits to be gained through development-related value
capture. However, such studies can unfortunately lead to overly
optimistic expectations of revenue generation and an overde-
pendence on such revenue for system funding at too early a
stage in the process. As noted by the SCRTD Director of Real
Estate (/6):

[S]tation area development is a small part of the whole impact
of constructing and providing transit. It plays a very small part
with respect to finance, but is a stimulus for much other activities
without a direct financial benefit. [Transit related development]}
is “frosting”; it stimulates activity, provides amenities, insures
proper growth. The key to finance is really dedicated revenue
sources.

Benefits to Other Government Agencies

Benefits to the local jurisdictions in which transit-related de-
velopments occur are most direct, the most visible of which
being increased employment, sales, property values, and tax
revenues. However, other levels of government can also realize
broader levels of benefits, such as achieving regional land use
policies, improved air quality, less auto travel, reduced regional
assessments in transit operations. The WMATA station area
development program, for example, supports the year 2000 re-
gional policy plan adopted in 1961 and the Metro Rail project
in L.A. reinforces the “Centers Concept” of the city’s General
Plan. Such broad impacts on shaping growth are more visible,
of course, in newer, growing metropolitan areas, where transit
can be used to support intensification of development with re-
duced traffic impact. On the other hand, in older cities, transit-
related investment can be a catalyst for urban renewal activity
and replacement of infrastructure.

Benefits to the Private Sector

In the ULI study of transit-related joint development (J0),
three of the benefits to the public sector of the joint development
process, as identified and discussed earlier—economic devel-
opment, increased return on investment, and cost efficiencies—
accrue as well to the private sector. Economic development
benefits accrue to the private sector investor in terms of creating
a market for commercial space in the development, enabling
him to collect higher rents and achieve a higher return on his
investment. Opportunities are also created for cost efficiencies
for the developer in both design and construction, where there
is appropriate planning and execution on the part of both the
public and private participants involved. Further, public agen-
cies can absorb upfront costs for site assembly and initial design,
and can lessen the risk associated with the development.

In summary, private developers realize the major benefit of
improved access to transit for their project, with the related
benefits of passenger foot traffic and enhanced marketability for
their developments. The developer may also benefit from in-
centives such as reduced taxes, public subsidy of land costs or
reduced parking requirements offered to induce the development
to the site. In addition, the developer may be able to achieve
higher rents in transit-related developments. The exact nature
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and extent of private sector benefits are very much dependent
on the details of the particular “deal.” In general, also, the
benefits as perceived by the developer are closely related to the
immediate impacts on his particular project’s cash flow.

Benefits to Institutions and Groups with Special
Needs

In return for their financial participation in providing a service
or facility this group of participants realizes the benefit of spe-
cialized in-services to meet particular needs. In Dallas, for ex-
ample, a private developer financed a study of public/private
financing of a 23-mile line to connect his office/shopping de-
velopment with the rest of the city.

Employers are willing to fund transportation projects in tight
labor markets where traffic congestion and poor transit service
become an impediment to attracting and keeping employees.
Hospitals and universities in urban locations often will fund
transit service or other facilities to ease parking and traffic
congestion and to accommodate complaints of neighbors.

Benefits to Other Constituencies among the
General Public

While benefits at this level are further removed from the
individual projects, the aspects of increased security, amenity,
urban design, maintenance, and increased economic base, and
improved system image cannot be totally left out of benefit
assessments, especially as they affect the transit riders them-
selves. Although such broad considerations may not enter into
financial negotiations among principal actors involved, they do
play a critical role in overall political acceptance of transit-
related investments, particularly large-scale developments. Cases
such as the Toronto and Montreal systems, which show the
incremental impacts of comprehensive benefit-sharing ap-
proaches over time, are the best illustration of these more global,
long-term benefits; however, even small projects such as Toledo’s
have had major impacts on system image through providing a
new environment for system facilities.

COSTS TO THE PARTICIPANTS INVOLVED

Costs, of course, are implicit in every benefit-sharing tech-
nique. Obviously the major public and private sector participants
involved in benefit-sharing will incur costs in order to achieve
the benefits of the benefit-sharing technique in question.

Direct Costs to Participants

The various participants outlined above all will incur direct
costs related to designing and implementing each component of
the project. For example, the public sector will incur costs for
land banking related to the appraisal, negotiation, condemna-
tion, purchase, settlement, and holding of the property acquired.
These costs are incurred with the assumption that the benefits
obtained will at least equal in value—though not necessarily in
cash—the cost of the action. In the example of land banking,
the acquiring agency will either develop the property for public
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use or will, eventually, seek to sell or to lease the property at
prices that permit direct recovery of costs, at least. If the agency
uses the property for a public facility, the benefit is the value
of the difference between land cost at the time of purchase plus
expenses incurred during the holding period and the price at
the time the land is actually needed for development. Ideally,
in benefit-sharing the benefits are at least equal to the costs. Of
course, all participants seek a more favorable ratio between
benefits and costs. Unfortunately, transit agencies do not always
quantify the costs incurred in predevelopment planning, and
thus may forfeit benefits which they might realize if they are
prepared to use these contributions as bargaining tools in ne-
gotiating development deals.

These direct costs become a much more vital concern when
they are not offset by equal benefits. If sites purchased for land
banking are found to be unsuited for any-public facility and not
marketable for sale or lease at prices adequate to cover the costs
of acquisition and holding, there is a residual cost to the trans-
action. Costs in excess of bénefits can accrue to either public
or private sector, as well as to some of the more peripheral
participants in the benefit-sharing process. For example, a given
merchant may be assessed a special benefit charge because he
is located within a newly created transit mall. Yet his business
is not actually any better off as a result of the transit service.
In fact, he may have I6st business because his customers can
no longer park in front of his building, while they continue to
enjoy this access advamagg.at his competitors’ location. The
cost accruing to this particular participant in the benefit-sharing
process could be greater than the benefits received. Eventually,
a given normal market processes that one might expect, mer-
chants in a situation like this, who are not benefited by transit,
would be unwilling to pay the increased costs associated with
such a location, and would move to a location of lower cost,
while those who stand mest to benefit from this type of location
would seek it out.

Over the longer term, the benefit-sharing process should act
to bring these costs into patity with the benefits received on a
regional scale. However, there may well be uncompensated costs
to individuals. These are discussed in the following.

Opportunity Costs

Another type of cost likely to exist is opportunity cost; that
is, the cost of missed chances to recapture for the public sector
some of the value created by public actions. Whether by failure
to plan adequately for joint development, or failure to implement
another appropriate technique for cost recovery, such as special
benefit assessment or tax increment financing, the costs of lost
revenue are very real. This underscores the point made earlier
regarding the opinion expressed by one source (8) that utilization
of the widest possible range of benefit-sharing techniques should
be incumbent upon public officials.

Opportunity costs may also accrue to the private sector. Fail-
ure by a developer to participate in a development that would
provide benefits both to hith arid the public is an opportunity
cost. .

Externalities

Finally, a third type of cost present in transit benefit-sharing

processes (alluded to earlier) is that of “externalities™: i.e., costs
resulting from factors not accounted for in the process itself.
This type of cost raises some troubling fundamental equity issues
with respect to the concept of benefit-sharing.

Studies of the impacts of transit on land development are
inconclusive about the extent to which transit stimulates new
development in the region which otherwise would not occur. It
is clear, however, that transit has a redistributive impact on
development within a region (7, 17, 18). New development that
locates near a transit station as opposed to another place within
the same region, and existing enterprises that move from parts
of the region unserved by transit to locations that enjoy transit
service, are effecting a redistribution of land use within the
region. This, in turn, has an impact on land values and land
uses as well as investments within the region. Depending on the
surrounding land uses, it can create benefits in the vicinity of
the transit stations such as increased property values for land-
owners and developers and concentrated pedestrian traffic for
businesses such as retailers in the vicinity of the transit station.
The benefit-sharing techniques addressed in this report are de-
signed to maximize and recapture these values, at least in part,
for the public which finances the transit investment in the first
place. Alternatively, the expectation of these benefits might jus-
tify the requirement that these beneficiaries make some or all
of the initial investment in the transit improvement itself.

However beneficial to some, the concentrated development
transit encourages also creates costs or “externalities” that are
not generally acknowledged in the literature on benefit-sharing.
Concomitant with rising land values in the transit station area
are rising rents. Some small businesses, forced to relocate from
older buildings, cannot afford to occupy space in the new de-
velopments. Older buildings that remain standing may also be
subject to substantial tax increases and rising rents, forcing
tenants out in any event. Some communities on the WMATA
system are quite concerned about losing established businesses
and services on this account.

Another of these externalities is the impact on areas not served
by transit. Businesses near transit stations may be gaining pat-
ronage (from which the transit agency may be recapturing cer-
tain values), but this may well be at the expense of deteriorating
commerce at other locations unless people are spending more
just because they are riding transit (which is unlikely). In other
words, some merchants can lose business, and buildings can
lose tenants because transit creates competitive advantages in
its immediate vicinity. Transit agencies can address this concern
in some cases by revising bus service in some threatened neigh-
borhoods to alleviate the adverse impacts.

A transit agency sensitive to development impacts can work

.with local development and planning agencies and community

groups to do even more. The MBTA in Boston, for example,
is currently working with the Boston Redevelopment Authority
and the Roxbury community to shape new development around
the relocated Orange Line stations. They are trying to minimize
competition with the existing Dudley elevated station business
district, and to reduce the extent of negative impacts when they
raze the elevated line. In Bethesda, even before the volume of
programmed new construction is fully underway, signs on older
buildings throughout the CBD fringe announce the availability
of vacant space for lease. Montgomery County Government is
so concerned about this situation in Bethesda and others of its
business districts that they have commissioned studies to develop
recommendations for mitigation programs.



One could postulate any number of other types of negative
effects of transit on land values, rents, vacancies, residential
neighborhoods, etc. While the public sector happily—and jus-
tifiably—seeks to share in the benefits to the “winners” in this
process, there is no mention made of compensating the losers.

In point of fact, most metropolitan areas with new transit
lines are experiencing growth in population and purchasing
power sufficient to minimize losses due to such shifts. Where
transit is channeling new growth rather than simply rearranging
existing activities, there is little likelihood of speculation on
“what might have been.” But if transit ever begins to achieve
the potential that the most optimistic projections suggest, many
now-vibrant commercial areas that are bypassed by transit ser-
vice will feel the effects.

If the public sector wants to share in reaping the benefits of
its policies, equity would require that it also be prepared to
share in the costs of the readjustment necessitated by those
policies by assisting at a minimum some of those least able to
cope with the effects. These may include merchants serving
ethnic or minority groups, and others unable to afford the higher
rents at transit station locations or those for whom the necessity
of relocating or reorienting themselves would be especially dif-
ficult. )

Some real and perceived “disbenefits” may enter into the
process as well. Cost-benefit calculations of the transit agency
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and potential developer-beneficiaries notwithstanding, some par-
ties at interest such as residential neighbors or transit riders
who travel to and from suburban stations by automobile may
not perceive the “benefit-sharing” as any benefit to themselves
at all. Changes in the character of development in the vicinity
of the station, for example, tearing down of lower density build-
ings of architectural or historic interest to make way for high
density, high-rise (albeit taxpaying) development, transforma-
tion from neighborhood-serving retail business to the types of
stores typically associated with office building complexes, altered
balance in daytime-nighttime activity, and increased congestion
may not enter into the transit agency’s or developer’s equations.
Concerns of this nature may be expressed in resistance to the
“benefit-sharing” project. Depending on the strength of the
opposition, the responsiveness of the public agencies involved,
and the momentum behind the project, such resistance is:

o Positively addressed by modifications to the project which
reduce the nature and extent of the negative impacts.

« Ignored, or left to the courts to decide, as in Toledo, where
a merchant lost a lawsuit against the transit authority for dam-
ages when the bus loop plan relocated a stop away from his
store.

o Insufficiently addressed to the extent that the project is
significantly delayed or even abandoned.

CHAPTER FOUR

FINDINGS—TRANSIT AGENCY EXPERIENCE WITH BENEFIT-SHARING

In this chapter, transit agency experience in benefit-sharing
is discussed with respect to six categories of strategies, including
planning, design and construction, financial, and regulatory
mechanisms. Examples from the case studies are used to illus-

trate current issues relevant to transit agencies of various sizes. '

TYPES OF BENEFIT-SHARING STRATEGIES

The Project Statement listed four categories of benefit-sharing
techniques to be examined in this study, including: (1) planning

and acquisition, (2) design and construction, (3) public infra- -

structure, and (4) special financing arrangements. The literature
review and case studies were used to revise this categorization
scheme based on types of techniques currently most in use by
transit agencies. The case studies uncovered a wide range of
benefit-sharing techniques in use by transit agencies, which in-
clude not only these categories, but others. In some cases, var-

ious techniques were combined in the implementation of a single
project. In others, the agency routinely uses a range of tech-
niques in its overall planning and project implementation. In
others, transit agencies are studying the feasibility of imple-
menting new techniques. In still others, the techniques are em-
ployed by other public agencies involved, with the transit agency
a peripheral participant. The resulting classification is included
in Figure 5. Summary sheets describing each benefit-sharing
strategy are included in Appendix B, and transit agency expe-
rience in each category, including examples from the case stud-
ies, is described below.

TRI(NSIT AND DEVELOPMENT PLANNING, DESIGN
AND LAND ACQUISITION

This group includes techniques typically employed by an or-
ganization that owns and manages property, either as its primary
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Summary Sheet
Page Number

(Appendix B)

[} Transit and Development Planning, Design. and Land Acquisition

Benefit-Sharing Strategies by Category

8-2 - Land Banking
B-3 - Lease or Sale of Development Rights/Supplemental Property/
Air rights
8-4 - Negotiated Investments -- Land Contribution for Transit
8-5 - Negotiated Investments -- Shared Right-of -Way
8-6 - Negotiated Investments -- System Interface
8-7 - Negotiated Investments -- Cost-Sharing
- Sale of Advertising Rights
8-8 - Lease of Concession or Commercial Space
- Turmkey Development
B-9 - Real Estate Management
e  Urban Design and Construction Manags
- Urban Design Plan Formulation
- Urban Design and Construction Coordination
e  Special Financial Arrang S
B-10 - Special Assessment Districts
B-11 - Tax Increment Financing
¢  Land Use Regulation
8-12 - Incentive Zoning
8-13 - Performance Zoning
8-14 - Transfer of Development Rights
B-15 - Subdivision/Site Plan Approval Process
[ Organi zational Mechanisms
B-16 - Transit Corridor Development Corporations/Authorities

- Consolidation of Development Related Functions
within the Transit Agency

- Removal of Legal/Institutional Impediments to
lrrplementatioq

. Voluntary Private Participation

Figure 5. Categories of benefit-sharing strategies.

responsibility, such as a land development company, or as an
ancillary responsibility, such as a redevelopment authority. To
implement techniques in this group, the agency must have the
ability to acquire and dispose of land and the ability to enter
into lease agreements. For many of the techniques, the transit
agency is able to take a lead role based on existing authority,
given adequate staff capabilities or consultant support in real
estate and development. Specific techniques are described as
follows. ’

Land Banking

Land banking is the public acquisition and holding of land
for future use to implement public land use policy. “Land bank-
ing” is sometimes defined as acquisition undertaken for general
public purposes, as distinguished from ‘“‘advance acquisition”
undertaken for specific public facilities such as schools or transit
(19). However, in transit system literature and applications, the
terms appear to be used interchangeably.

A wide variety of benefits have been attributed to land bank-
ing, including the following benefits particularly applicable to
its use in transit systems:

1. Cost reduction—Land can be acquired at lower cost, before
value due to its ultimate development potential attaches to it,
and before speculative increases in value occur due to planned

transit and other planned public sector investments. It also
serves to avoid inflationary increases in land prices.

. 2. Parcel assembly—Land can be retained in, or more readily
assembled into, tracts large enough for major developments.

3. Value capture—Gains in land value due, at least in part,
to public investment in transit and other facilities will accrue
to the public sector and can be recaptured through later sale or
lease of development rights.

4. Control of development—The timing, pace, and character
of development around transit facilities and along potential
transit routes can be controlled. This is particularly true if
additional land surrounding the facilities is also acquired. De-
pending on the extent and location of acquisition, opportunity
may exist to prevent leapfrogging development, thus reducing
the cost of supplying public services, including transit. Conse-
quently, land banking can be a means of producing revenue as
well as a means of reducing costs.

Land banking can occur either through negotiated purchase
or through the exercise of eminent domain. Authority for land
banking or advance acquisition varies from state to state and
among local jurisdictions. While most jurisdictions permit some
form of land banking or advance acquisition, some state con-
stitutions and statutes preclude acquisition or condemnation of
property for future use (15). Federal regulation generally dis-
courages acquisition of excess property beyond what is required
for transportation purposes. In cases where it is permitted, there
are provisions for a maximum holding period beyond which
land not yet used for a public purpose must be resold.

Effective use of land banking requires a long-term plan for
transit and its relationship to surrounding land uses. Political
opposition often can arise from such an exercise. In addition,
in tight financial times, short-term investments and requirements
are often perceived by elected officials and the public to be of
higher priority than long-term investments, even if the latter
will eventually more than pay for itself. If property purchased
for transit purposes is later found not to be needed for transit,
either it can be turned over to another public agency (usually
passing along the savings on land costs), or it can be sold, in
most cases realizing a profit that can then be used to offset
other transit agency expenses.

Despite these advantages, and perhaps because of the con-
straints noted, locally funded use of land banking for transit-
related purposes apparently has been limited. In many cases,
only land that is necessary to accommodate facility construction
is acquired. Excess land often is ignored after construction,
remaining in the transit authority’s hands, unused and tax tree.
The MBTA property inventory in Boston uncovered several
instances of such parcels that had been used as staging areas
for the Red Line extensions to the north and south. Now, after
construction is complete, the MBTA is looking at these parcels
in terms of revenue potential. The point is, as noted by the
Director of Real Estate Development of the MBTA: “Older
transit agencies have land banked by default. We must change
this to land bank straregically. When an agency is involved in
development, it must look at all publicly owned land and join
forces with other public agencies” (20).

A few examples of this type of strategic land banking in
association with new construction have been reported, however.
In 1973, Fairfax County, Virginia, established a $500,000 re-
volving fund for acquisition of critical sites, including those
adjoining Metro stops. The initial purpose of the program was



to enable the county to recapture the increment in land values
and to ensure an appropriate development mix around the Metro
stops. In 1974, however, the County revised the program, lim-
iting it to the acquisition of future sites for low- and moderate-
income housing (/9).

When the Metropolitan Transportation Authority (MTA) of
Harris County, Texas, in the Houston area, was established, the
state enabling legislation included a provision permitting the
MTA to use eminent domain to acquire land within 1,500 ft of
the center of a transit station. Land so acquired can be used
for a variety of purposes, including residential, commercial, and
industrial development (/5). SCRTD in Los Angeles, similarly
authorized by legislation to acquire land for joint development
purposes, made a strategic decision to move its stations from
locations in the middle of the street right-of-way to midblock
locations, partially to ease traffic impacts during construction,
but also to allow extended land acquisition for joint develop-
ment. On the Federal level, the Urban Mass Transportation
Administration has provided funding for land banking through
its Advance Land Acquisition Loan Program, under which loans
of up to 100 percent of land cost are available at lower than
market interest rates. Plans for actual facilities need not be
finalized at the time of purchase. According to UMTA regu-
lations, land so purchased must be used for transit purposes,
and must be used within 10 years. If the property is so used
within the 10-year time limit, both the property and the devel-
opment cost are eligible for a further UMTA grant which ef-
fectively retires the loan on an 80/20 basis. If the land is not
so used, it may be resold to repay the loan. As of the end of
1982, this program had been used only four times since its
creation in 1970. .

One of those utilizing the UMTA program was the Massa-
chusetts Bay Transportation Authority (MBTA), which in 1973
and 1976 spent $43.7 million to purchase 270 miles of former
railroad right-of-way for future transit use. As of late 1982, the
MBTA had been unable to allocate funds adequate to repair
the right-of-way purchased in 1973; however, they are seeking
in 1984 to have the unpaid loan balance forgiven by UMTA.

Another user of the UMTA loan program is the Southeastern
Pennsylvania Transportation Authority (SEPTA), in Philadel-
phia. SEPTA used $800,000 from UMTA to purchase suburban
right-of-way from the Penn Central Railroad after the railroad
declared bankruptcy. The land purchased is located in areas
remote from the City of Philadelphia, and as of late 1982, had
not yet been used for transit.

Lease or Sale of Development Rights

These techniques all involve action by the transit agency, often
in conjunction with other public agencies, to dispose of surplus
property rights acquired during the performance of its transit
functions, and to do so in such a way as to bring a financial
return to the agency(ies).

Property rights can be leased or sold, and can include property
within, and air rights over or under transit and transit-related
facilities, or on land supplemental to that actually required for
the transit improvement.

These techniques encompass one aspect of what is tradition-
ally thought of as “joint development,” whereby the transit
agency participates in the planning and implementation—but
not the development—of projects developed in conjunction with
its stations, corridors, or other facilities. The discussion here

19

will focus on the two basic types of actions that a transit agency
can take to provide for joint development without itself actually
participating in the development: (1) lease or sale of supple-
mental property, and (2) lease or sale of air rights. :

o Lease or Sale of Supplemental Property— Acquisition of
private property by the public sector requires the exercise of
eminent domain. Use of eminent domain by transit agencies to
acquire more land than is actually needed for transit purposes
has been quite limited for a number of reasons. From a financial
standpoint, such acquisition requires expenditure of additional
public funds at a time when demands for those funds to support
essential transit acquisition and construction functions are great-
est. For this reason, often the only supplemental land acquired
by a transit agency is very small remainder portions of parcels.

In addition, there are legal constraints to the use of eminent
domain for purposes other than specific transit needs. The ac-
quiring entity must have statutory authority and, preferably,
ample local legal precedent as well, to acquire land for the
broader public purpose of joint development or value capture.
Even in cases where such authority appears to exist, such an
effort may be subject to court challenge. In practice, however,
most agencies not only lack such specific authority and prece-

. dent, but also lack the administrative mechanisms to enable

them to undertake such an effort.

Older systems, however, have the opportunity to dispose of
surplus property no longer needed for transportation purposes.
In Boston, early efforts in a systemwide property management
program involved examining the MBTA’s legal authority to
dispose of surplus property through lease or sale. The conclu-
sions were that the MBTA had proper authority to sell or lease
its property for development, and to choose developers based
on economic, market and design criteria, providing that “sound
reasons in the public interest for choosing other than the highest
bidder were established (21).”

o Lease or Sale of Air Rights—Unlike supplemental property,
air rights are usually acquired in the course of normal acquisition
of right-of-way for transit purposes. Air rights consist of de-
velopment potential that exists either over or under a given
facility. It is often possible to use these surplus property rights
in such a way as to benefit the public sector without major
additional public cost. In many cases, air rights over subway
stations or bus terminals have been leased to a private developer
who then constructs and operates the building, paying the transit
agency (or sometimes a public development entity) annual rent,
and, in some cases, a percentage of retail sales or other form
of additional payment. Air rights developments are also possible
over (or under) other types of transit facilities, including parking
lots and garages, maintenance facilities, transportation centers,
or even viaducts. Air rights development is usually economically
feasible only where surrounding land is developed in high density
use and the market for further high density development is
strong, and/or where developable land is scarce. At the North
Quincy Station, for example, the MBTA was approached by a
developer with a proposal for an air rights development over
the parking lot. In this case, the MBTA property was the last
available site in an area which had experienced an office de-
velopment boom in the last few years. In the case of WMATA’s
Bethesda station, County land development policy created what
was, in effect, a temporary, localized land scarcity to support
the public development priorities articulated in the CBD Sector
Plan.
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While air rights can be sold or leased, long-term leasing is
usually favored over outright sale, because leasing permits the
agency to retain some control over the development and may
permit them to participate in long-term property value appre-
ciation. In addition, transit agencies usually prefer the steady
stream of income that comes from a long-term (usually 50 years
or more) lease to a one-time, lump sum payment.

A major constraint to lease or sale of property or development
rights is that in large metropolitan areas neither the transit
agency nor any other single purpose public agency has the
comprehensive legal authority or the specialized staff resources

to coordinate and manage the joint development process from

beginning to end.

The elements of such a process range from coordinating the
station area development process to planning, packaging, and
implementing the joint development proposals, to providing the
financial analysis and negotiation necessary to maximize return
to the public sector. In larger metropolitan areas, authority and
expertise of this type are usually scattered among a multitude
of agencies. Often, in smaller jurisdictions, the staff resources
for this type of undertaking simply do not exist. For this reason,
until relatively recently, transit-related joint development tended
to be undertaken primarily in larger metropolitan areas. How-
ever, as experience with joint development has become more
widely publicized, some of the techniques have gained broader
understanding and acceptance, and these techniques have been
applied in nonrapid transit and nonmetropolitan settings, as
shown in the facility summary sheet examples in Appendix A.

Negotiated Investments

“Negotiated investments” refers to the process of bargaining
between two or more parties, usually public and private sector
interests, to determine which portions of the costs associated
with a public facility will be borne by whom. Parties to this
process can be solely public sector agencies, as in the case of a
transit agency sharing the cost of acquiring a right-of-way with
a local highway agency. However, often private sector interests
are involved as well. Private sector interests are usually devel-
opers or landowners whose properties adjoin the public facility
in question or who stand to benefit in some other direct or
indirect way from the facility.

The catalyst for a negotiated investment can be regulatory;
e.g., the developer desires modifications to the land use regu-
lations in order to accomplish his development objectives better.
It is often simply economic, i.e., the opportunity for each party
to save money on one or more aspects of a development or
public facility, usually land and/or construction costs. Or the
motivation can arise from an opportunity to design a public or
private facility so as to provide greater benefit and utility for
other segments of the public. The vehicle for the negotiated
investment is typically either a cooperative agreement between
the parties or a lease.

The element of negotiation in the planning and design process
for this type of cooperative effort is critical to its success. In a
benefit-sharing approach, the objectives of each of the parties—
the transit agency, the developer, the local public agency, the
surrounding neighbors—must be taken into account in nego-
tiating design and financial aspects. The Urban Land Institute
report (10) contains excellent case study descriptions of nego-
tiated investments for such projects as the Gallery at Market

East in Philadelphia. The WMATA Metrorail station study (22)
contains worksheets describing benefits of negotiated invest-
ments in “‘system interface” connections for Metrorail stations.
The “Aesthetics in Transportation” report (23) describes ne-

" gotiated agreements for Freeway Park in Seattle and the Mon-

treal Metro stations.
Four types of negotiated investments have been identified in
the context of the present study:

o Land contribution—Developers or public agencies contrib-
ute land for corridor or right-of-way, stations, parking, recre-
ation use, etc. TARTA’s Government Station in Toledo, for
example, is built on land leased by TARTA from the city for
$1 per year. Park Station in Toledo, on the other hand, was
built on land acquired by TARTA. Surplus land not needed for
the station is leased by TARTA to the city for $1 per year for
use as a small park.

e Shared right-of-way— Developers or public agencies share
the use and or cost of the right-of-way necessary for their op-
erations. This sharing can include costs of acquisition and main-
tenance. In Bethesda, Maryland, for example, a state road
(Wisconsin Avenue) separates the Metro station and its joint
development. Some additional major development will incor-
porate a second transit portal. Montgomery County has leased
subsurface rights below the road for a token payment. The
County will build and maintain a connecting tunnel that was
designed by Metro’s joint developer. The developer on the op-
posite side of the road will be responsible to build and maintain
the escalators to carry passengers between the tunnel entrance
and street level. WMATA has saved the cost of building and
maintaining a second Metro portal and tunnel connection to
accommodate an anticipated heavy pedestrian volume across
Wisconsin Avenue.

o System interface—Provision of a direct physical tie-in from
adjoining private or public development to a transit system; e.g.,
mezzanines, entrances, parking or bus boarding areas. This type
of feature can also be thought of as “access integration.” Many
examples of such connections were found in the case studies,
from subway entrances integrated with building lobbies years
ago in New York and Boston, to new connections built in
Washington Metro Stations to connections planned in Los An-
geles. Provision of such system interface connections in Los
Angeles is used as the basis for density bonuses proposed in
incentive zoning provisions of the Transit Corridor Specific Plan.
In New York, in fact, developers are required as a minimum
in the zoning ordinance to rebuild subway entrance stairways
within their property lines. At designated stations, the developer
may propose to provide more extensive capital improvements
in exchange for a zoning bonus of up to 20 percent of additional
FAR allowed.

o Cost-sharing for other features—Shared costs of shelters,
terminal facilities, park-and-ride lots (e.g., at shopping centers,
stadiums, or race tracks). In Toledo, private corporations shared
construction and operating costs for pedestrian bridges linking
five downtown transit stations to their buildings, primarily be-
cause of the weather protection feature, and the overall im-
provements to downtown circulation afforded by the walkways.
In Michigan, the passenger terminal program funded by the
state was designed around cost sharing arrangements among
the local government, the transit agency, the state program, and



various UMTA funding programs. Funds and in-kind services
were packaged in each case to implement multimodal terminals;
the state funds, in particular, were used to fund concessions and
commercial office space (not eligible for UMTA funding) in
order to help fund terminal operations through lease revenues.

Sale of Advertising Rights

Sale of advertising systemwide yields an average of 1.5 cents
per passenger in annual revenue, according to a recent national
survey (/4). Use of comprehensive bid procedures for long-term
contracts to allow for inflation of annual guaranteed revenues
can significantly increase revenue per passenger. Boston and
New York City currently achieve the highest revenue from this
source; New York’s MTA has recently updated procedures to
maximize revenue. SCRTD is looking into adapting their pro-
cedures for the new Metro Rail facilities.

Typically, advertising is sold inside stations and on vehicles
(both interior and exterior). A widely applicable revenue pro-
ducing mechanism, advertising is sold on over 90 percent of

" public transportation buses in the United States, producing non-
farebox revenue amounting to $50 million per year, according
to the Transit Advertising Association. A transit agency typi-
cally receives 50 percent of the revenue from advertising sold
by the contracting agency. A simple benefit-sharing technique
for bus systems is to ensure that specifications for new buses
allow for provision of standard advertising frames (24). A bus
will accommodate four standard exterior signs; one front, one
rear, and two “kings” on the sides of the bus. Placement of gas
fill caps, headlights, doors, and fenders can prohibit installation
of these standard signs, unless it is clearly indicated in vehicle
specifications that frames for standard size signs must be
accommodated.

A new area of transit facility advertising is the back of sched-
ules, passes, farecards, and tickets. These materials, which reach
a broad daily market, are an attractive advertising medium. A
successful WMATA /Roy Rogers promotion offered a 50 cent
discount at Roy Rogers restaurants to farecard holders. The
pass promotion customers accounted for an average of 11 per-
cent of the restaurant chain’s total sales over an 11-week period
(25). Because printing of such materials is infrequent, this me-
dium is less flexible than vehicle or station advertising. Thus,
revenues produced should be targeted mainly toward recovering

the costs of pass production as opposed to seeking a higher"

return. A longer time commitment to a single advertising mes-
sage is typically involved. In addition, it is difficult to target
these systemwide materials to a particular route or station lo-
cation. Thus, the passes and tickets are best suited for coupon
promotions for businesses that operate in many locations
throughout the system service area. Having the patron return
the pass or ticket to the participating merchant as a money-off
coupon provides a direct proof of sales, which is attractive in
marketing the advertising to potential clients.

Lease of Concession or Commercial Space

Lease of space within transit facilities for privately operated
concessions provides revenue to the transit agency, adds con-
venience for passengers, and improves security. The foot traffic
generated in high-boarding locations is attractive to many types
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PART 1
(Average Dafly x (% of Ridership x (Average x (260 = Annual Gross Income
Ridership) patronizing kiosk) Expenditure) Days)
PART 2

(Annual Gross Income) x {% Payment) = Annual Lease Amount

PART 3

{Annual Lease Amount) x {Location Value) = Annual Lease Payment

Kiosk Location Values

Kiosk Location Multiple

a) Waiting platform

Good visibility - inside location . 1.00
b) Waiting platform

Fair visibility - outside location .85
¢) Turnstyte/corridor

Good exposure .95
d) Turnstyle/corridor

Poor exposure - out of way location .80

Source: Robert F. Walsh Associates

Figure 6. Lease formula: MBTA station concession kiosk.

of retailers, including news vendors, tobacconists, flower ven-
dors, outlets, snack bars, photo stores, or locksmiths. If the
transit agency allows private sale of transit passes, these conces-
sions provide an excellent location for pass sales as well.

In some older systems, such as the CTA in Chicago, conces-
sions and small businesses in station locations were developed
when the initial private rail lines were built. These uses have
remained after the stations were publicly acquired, paying rent
to the transit authority (17, pp. 16 and 68). Transit agencies
can increase revenues from these existing concessions by bring-
ing rental fees up to market rates (particularly in downtown
locations) and through providing for increases in revenues tied
to inflationary indices.

Boston’s MBTA has successfully redesigned and standardized
its concession leasing procedures systemwide. In response to
findings of the MBTA’s property management study that many
concession leases were out-of-date in terms of revenues gener-
ated, the General Manager in 1983 commissioned a consultant
study to examine lease procedures, and develop a formula for
setting concession fees which is tied to the volumes of passengers
going through the station, as shown in Figure 6. This formula
guides the transit agency in determining rates that are fair, in
terms of differing station locations, and comparable to other
rentals in the station areas. This formula is being applied as
leases come up for renewal. As part of the Southwest Corridor
station area planning, the MBTA is using its design consultants
to refine lease procedures for concessions in the Southwest Cor-
ridor stations. Each station in the Southwest Corridor includes
concession spaces either within or adjacent to the station, rang-
ing in size from 5,500 to 12,000 sq ft. The study is looking to
find tenants for these spaces which will help integrate the sta-
tions into the surrounding areas; i.e., a flower shop / garden store
in the Massachusetts Avenue Station, which is adjacent to Hor-
ticultural Hall, headquarters of the Massachusetts Horticultural
Society.
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Provision of space for private businesses or concessions has
been greatly discouraged by prohibition in the Urban Mass
Transportation Act of the use of Federal funds for commercial
components of projects. However, such space can be paid for
from the local share. Nevertheless, transit agencies find some
types of concessions attractive in terms of potential to generate
operating revenue. Denver, for example, has considered conces-
sions for many of its proposed light rail stations, projecting
revenue from an average 2,000-sq ft concession ranging from
$1.6 million to $2.3 million over a 12-year period (I3, p. 80).
The State of Michigan DOT has encouraged provision of conces-
sions, restaurants, and commercial office space in its multimodal
transportation center program statewide, generating revenue
that makes the centers self-supporting in terms of operations.
In intermodal terminals, rentals of space to the commercial
tenants intercity carriers sharing the terminal can help fund
overall operating costs and subsidize rentals to the local transit
agency. Some of the Michigan terminals, which are “adaptive
reuse” projects in facilities designed for other purposes (super-
market, auto body shop, car dealer), are able to accommodate
this rental space on second floors or other space not needed for
the transit operations. In Flint, Michigan, a new intermodal
terminal serving intercity bus, local bus and train, is being de-
signed to include a luxury restaurant on the second level, the
rents from which are projected to subsidize entirely the center’s
operating costs. In Georgia, revenues from food vending ma-
chines alone covered 17 percent of operating costs of 13 highway
rest stations and 5 welcome centers, with revenues of $205,000
on gross sales of $639,000 (26).

Issues that arise in providing concession areas, particularly
food concessions, are related to maintenance, vandalism, and
fire and safety requirements. The perception of increased litter
due to concessions, particularly food concessions, has been a
traditional obstacle posed by transit agencies, in what is known
as the “hot dog wrapper on the platform” syndrome. This neg-
ative factor has led to prohibition of concessions in stations by
WMATA, and prohibition of food concessions by SCRTD.
Maintenance responsibility, however, is usually assigned to the
concessionaire in the lease agreement. Vandalism can be lessened
through location of the concessions near turnstile or ticket areas.
Fire and safety provisions must be monitored and inspected
periodically to ensure compliance. In addition, certain vending
machines and the increasingly used automatic teller machines
(ATM or “magic banker”) outlets require special provisions for
wiring, repairs, and servicing. In Toledo, the downtown bus
stations were all designed with service areas to accommodate
such equipment, which will eventually be used for automatic
ticket machines. The TARTA General Manager made an at-
tempt to find banks willing to install their ATM machines in
the stations in return for maintaining the stations (in lieu of a
rental fee). As of summer, 1984, however, TARTA had been
unable to find a bank that would accept this offer (27).

Turnkey Development

In a turnkey development scenario, construction of the transit
facility itself becomes the vehicle for private investment. The
transit agency develops specifications for the type of transit
facility desired, issues a Request for Proposal to the development
community, evaluates proposals, awards a contract, and pur-
chases the finished product from the developer for a fixed lump

sum cost. Houston has successfully used turnkey development
for ten park-and-ride lots serving its bus system. The benefits
of this arrangement to the transit agency are time savings- (8
months from initial RFP to construction compared to 20 months
when MTA designed and built facilities in house), cost savings
of 20 percent over constructing the lots in-house, and simpli-
fication of the site selection and construction process. The de-
veloper receives a quick profit on his investment, without tying
up his capital for an extended period, particularly in the case
of parking lots that have a short construction period, and where
construction costs are a known quantity. The potential of using
turnkey methods for more complicated construction is yet to
be tested. The issue in this case is developing a standard product
that will instill lender confidence in terms of costs and timing.
Houston is looking toward using turnkey financing for its main-
tenance facilities, and Portland’s Tri-Met is considering issuing
an RFP to cover private construction for the entire proposed
Westside Light Rail Line, for which UMTA FY 1985 prelim-
inary engineering funds have been allocated.

REAL ESTATE MANAGEMENT

While land banking and lease or sale of development rights
have typically been associated with new construction, mature
transit systems are beginning to examine development possibil-
ities to maximize return on their often substantial property
holdings. This technique is increasingly being used by private
corporations whose real estate holdings account for 25 to 40
percent of corporate assets, according to a recent Harvard Real
Estate, Incorporated, study (28). Transit agencies often own
large parking areas in suburban locations which, given positive
market indicators, can be prime development sites. Areas in
which these holdings are located often have changed markedly
in character since the properties were acquired years ago. Sim-
ilarly, closed station buildings, particularly those with architec-
tural character, can be adapted to commercial use in certain
locations. Even abandoned power plants or maintenance facil-
ities may have potential for reuse or redevelopment.

These property holdings represent “hidden assets” for the
transit agency, which can be leased or sold to produce revenues,
given a willingness of the transit agency to “get into the real
estate business.” Short-term benefits of sale versus long-term
management through leases must be evaluated in determining
appropriate strategies for each site. To make these determina-
tions, the agency needs professional real estate advice. For ex-
ample, professional development consultants inventoried
property holdings for CTA in Chicago, and found numerous
properties owned by the Authority for which they had not
collected rent in years. In San Francisco, BART officials were
shown the opportunity cost involved of using large suburban
sites for free parking, as opposed to exploiting development
potential (29).

The MBTA in Boston has embarked on a systemwide property
management program, initiated in 1973 with a review of the
inventory of properties supplied by Penn Central for properties
acquired by MBTA in association with their acquisition of rail-
road right-of-way. This inventory included estimates of income
potential. As outlined by ULI, this inventory, which involved
300 holdings, presented problems of information gaps, extremely
old leases, and “obscure bits of property.” A second inventory
was conducted of the 2,000 leases and agreements in force at



the time of the Boston & Maine RR property sale. Again, many
of the leases were extremely old, and many discrepancies with
the sale inventory were found. “The railroads had administered
[the leases] through their land or tax departments and had not
considered the property values as distinct from the function of
the railroad. Thus, properties with the potential of producing
high incomes (including joint development possibilities) were
often rented to low-rent tenants under outmoded agreements.
Also, air and subsurface rights had not been developed, and
‘squatters’ claiming adverse possession of some property were
an additional aggravation” (10, p. 140).

Prior to 1980, real estate matters within the MBTA were the
responsibility of a Property Committee, chaired by the director
of the budget with membership from each major MBTA de-
partment. In 1976, the Property Committee chose to take an
“incremental approach” to gathering accurate information on
all the properties, renegotiating leases, and encouraging joint
development, as opposed to launching a comprehensive inven-
tory.

In 1980, however, property management functions were con-
solidated into a Department of Real Estate Management. Given
staff capabilities in the real estate area, the new department
undertook the task of systematically producing a real estate
parcel inventory and providing a consistent, comprehensive data
base to enable the MBTA to ‘“‘gain quick access to information
on its property holdings, to develop better knowledge of the
revenue generating potential of these holdings and to prepare
for a reports generating capacity” (30, p. 1). Phase I of the
study, completed in January 1983, involved a real estate parcel
inventory and information base for the rapid transit system and
a property management study that analyzed all MBTA leases
in detail and provided recommendations on lease administration.

In the course of the study, the consultant identified 27 prop-
erties suitable for joint development, primarily located in rapid
transit station areas. Most of the larger parcels, more suited to
joint development, are on the commuter rail lines and are thus
not yet inventoried.

Phase II of the study, underway in 1984, will expand the
inventory and data base to the commuter rail system and explore
options for computerization. Expansion of the system to include
buildings, major structures, and other important appurtenances
is contemplated.

In an outgrowth of this study, the MBTA’s General Manager
hired a second consultant specifically to evaluate the redevel-
opment of MBTA property holdings, prepare guidelines for
property disposition, prepare developer’s kits, work out lease
agreements, and negotiate with local governments. In one proj-
ect resulting from this effort, a mixed-use development and
parking garage is underway at the Route 128 commuter rail
station. Other projects are in earlier planning stages, while op-
portunities in more depressed market situations are reserved for
longer term action.

Essentially, a three-step process is required in evaluating de-
velopment potential of real estate holdings, according to the
President of a real estate consulting firm in Beverly Hills, Cal-
ifornia (28):

1. Make an inventory of existing property;

2. Develop a property monitoring system;

3. Decide how active a role the corporation wants to take in
making better use of its real estate; the spectrum ranges from

passively holding onto the property all the way to becoming an
active developer.
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In some instances, it will be necessary to win political ac-
ceptance for this broadened role for the transit authority. This
process can be aided by making sure that the needs of transit
riders are accommodated in development plans, in negotiating
taxes, or in lieu payments with the local communities involved
in individual projects, and clearly presenting the financial ben-
efits to the transit agency governing boards in terms of reduced
requirements for local participation in funding transit opera-
tions.

URBAN DESIGN AND CONSTRUCTION
MANAGEMENT

The role of urban design in transit-related development and
the potential benefits it can contribute are often misunderstood.
This role is often seen merely as adding amenities (trees, street-
lights, benches, signage) to the already established, functional
parts of the system. In fact, the most important contribution of
urban design is at the conceptual stage when the basic framework
is set, functions are spatially allocated, and connections and
separations are determined. While technically not a benefit-
sharing strategy in itself, urban design is a strategic planning
process that identifies benefit-sharing opportunities and enables
synergistic combinations of activities to be translated into phys-
ical form.

The traditional process of transit-related development consists
of first generating alternative proposals for meeting the technical
requirements of the transit objective and then testing the impacts
of these proposals on other aspects of urban development. This
sequence builds in a bias toward minimizing negative impacts
on urban development as opposed to maximizing opportunities.
Often the design implications of a given transit facility proposal
with respect to surrounding development are not considered
until after the facility is in final design, making changes to
accommodate the development costly, if not impossible. Or,
cosmetic changes to alleviate negative noise, air or traffic impacts
are added to a facility in a piecemeal way to appease community
concern.

By incorporating urban design and development planning into
the early stages of system planning, however, the transit agency
can not only avoid costly future changes, but can incorporate
cost-saving features (such as shared infrastructure) and achieve
combinations of activities that will generate both ridership and
development-related revenues. The urban designer’s training en-
ables her/him to continually scan the field for inventive com-
binations to create new opportunities—i.e., how to bridge a
divisive transit line in such a way that the bridge itself will
attract rather than discourage people? If commuter parking must
be provided, how can it be positioned in such a way that it can
generate additional uses on week-ends? A good urban designer
will continually generate inventive ideas for synergistic combi-
nations and enhancement of overall environmental benefits. The
urban designer functions most effectively in direct collaboration
with experts in real estate development and the major engi-
neering specialties involved, who can evaluate the feasibility and
cost/benefit implications of proposed concepts.

By inventing synergistic combinations of transportation and
land development, the urban designer can help to increase the
total benefits to be shared. For instance, designing the major
pedestrian flow of transportation facilities may create potential
for retail development where none had existed (underground
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Montreal transit and pedestrian network) or bridging over a
transportation line might make previously unattractive land par-
cels developable (Copley Square air rights project in Boston).
The urban designer can also help to shape the image and public
perception of a piece of real estate that is key to its development
potential. Increasing the total benefits by generating new po-
tential makes the concept of sharing development costs a great
deal more palatable.

The clients for this conceptual work are the agencies or private
parties most concerned with creating new development poten-
tial. In the past these clients usually included city organizations
concerned with revitalization (community development or re-
development agencies and downtown business organizations)
and private developers working on large and complex sites (such
as waterfronts, railyards, expressway air-rights on major transit
station/joint development projects). Transit agencies have gen-
erally taken a more technical, narrower view of their mandate.
But some, such as Los Angeles and New York, have already
taken the lead in encouraging comprehensive development of
station areas. The concepts of benefit and cost sharing with
other public agencies and the private sector require that the
transit agency act in a more entrepreneurial manner in gener-
ating new developable resources along with transportation proj-
ects. This direction suggests that a greater involvement of urban
designers in conceptualizing transit projects will become nec-
essary.

Actual private development activity near new transit stations
often does not begin until after the transit project is fully de-
signed or under construction. This is due to the long lead times
and uncertainties that accompany the early phases of transit
planning. However, it is essential to generate masterplans for
the station areas which set out development and urban design
goals well in advance of the development pressures that are
likely to materialize once the new transit project is completed.
This kind of station area masterplanning with major urban
design components has been carried out for the Banfield LRT
project in Portland, various projects of WMATA including the
New Carrollton and Bethesda stations, and for Metro Rail sta-
tions of the proposed Wilshire Boulevard rail line in Los Angeles
(see “Measuring the Benefits”).

While urban design is essentially a continuous process, its use
to the transit agency is discussed here in terms of two types of
benefit-sharing strategies: first, urban design plan formulation;
and second, urban design and construction coordination.

i

Urban Design Plan Formulation

For large and complex projects (such as new rail, bus terminal,
or multimodal transportation center) the urban design plan pro-
vides the needed focus for cooperation among different interests.
The success of the plan depends on solving technical problems
of transportation and urban infrastructure and creating new
potential for development and activity and improving the phys-
ical environment. Plans for the Montreal Metro System, the
Market East area of Philadelphia, and Boston’s South Station
have succeeded on this level. Such plans, in addition to meeting
transportation needs, address the complex urban fabric around
them and set up manageable private development parcels with
the site.

In many city center areas’ revitalization, the attraction of new
development and activity into a declining area is a major ob-

jective of the city government and the business community. In
these cases, the urban design plan is a particularly important
tool in selling the private components of joint development. The
urban designer can create and graphically illustrate ways that
the transportation and other public investments can improve
the character and image of an area as well as provide the nec-
essary services to make it attractive for private investment. This
kind of imaging is important, because in order to generate de-
velopment interest, not only the developer but the potential
lenders, investors, tenants, and the abutting community must
be shown the potential attractiveness of the project.

In smaller cities where buses are the only means of public
transportation and they carry only a modest share of total trips,
transit projects above can rarely leverage major joint devel-
opment. In combination with other transportation modes,
(parking, highways, intercity rail, street and pedestrian improve-
ments), however, major development potential can be generated
(as in the Toledo downtown transit loop and the Hartford Walk-
ing City Plan, particularly at the proposed 1I-84 Crossing). In a
low or medium density situation such as the Banfield LRT
corridor in Portland, careful urban design plans have ensured
a good fit and integration of the new transit, its stations, and
adjacent new development into the fabric of existing commu-
nities. In Toledo, the design theme for the downtown bus stations
was carefully developed to reinforce the image of the transit
agency, while still fitting each station into its immediate sur-
roundings. The fact that the stations had unique designs was
important in convincing the private sector of their desirability
and the wisdom of incorporating such stations into private build-
ings.

Thus, urban design plans provide the framework and overall
character of both public and private development. They establish
the physical allocation of space, building massing, the character
of important connections and separations among different func-
tions, and the channelling of the flow of vehicles and pedestrians
to minimize conflict and maximize constructive contact. They
set up guidelines for architectural and landscape design. They
also establish the physical framework for legal and financial
structures and development phasing. Urban design plans are
particularly important in conjunction with zoning-related strat-
egies where density bonuses or other considerations are offered
in return for certain design features. In these cases, the design
plan is the vehicle for equating the value of the desired feature
(i.e., escalator) with the impact of the bonus. The New York
City Department of Planning is currently developing measures
for setting a value on desired transit station features requested
of developers in conjunction with the incentive zoning regula-
tions in Manhattan.

The urban design plan is not a single fixed design, but one
that evolves in interaction with other development decisions.
Initially the plan (which may include diagrams, cross sections,
perspective drawings, or models as well as plan drawings) il-
lustrates the potential and feasibility of the joint developments
and attracts the various parties to join the process. As com-
mitments are made and more detailed negotiations commence,
the urban design plan evolves to reflect these and to illustrate
the way each component interacts with the others. It helps those
responsible for each component to always see where their proj-
ects fit in and how they physically relate to the whole. The
urban design plan is particularly important in community par-
ticipation since it is often more easily understood by lay people
than other planning documents.



While the physical plan sets up a framework, many other
aspects of joint development must be coordinated. Each aspect
of the development has different schedules, risk points, politics,
and pitfalls. Each of the public and private parties must be
prepared to make a series of contingent commitments that be-
come increasingly firm as the conditions set for them are met.

Some of the areas where such contingent commitments are
required from the public and private participants and are usually
of great concern to the other parties can be generally listed as
follows:

Public (Transit Agency and City)

Completion date of transportation facility

Level of service

Infrastructure functional improvement

Environmental contributions and impacts

Public connections to private facilities

Parking

On-going management/maintenance/security arrange-
ments

Private Developer

Amount and type of development

Development phasing and schedule

Contributions to infrastructure (parking, loads, utilities)—
$ or “in kind”

,Contributions to public amenities (pedestrian connections,
landscaping, shelters, seating, etc.)—$ or “in kind”

On-going contributions to management/maintenance/se-
curity

The function of the evolving urban design plan is to reflect
the physical consequences of the commitinents negotiated in all
these areas. It must result in an integrated environmental design
with distinct phases of development achievable with a flexible
schedule and alternative strategies.

In the route and station selection phase of a transit devel-
opment project (Alternative Analysis) urban designers need to
be involved in the following steps:

1. Inventory of physical features associated with each alter-
native in relation to development opportunities and problems—
new access, barriers, land and building resource configurations,
current use and physical condition, system conditions.

2. Opportunities and problems analysis of the inventory.

3. Generating conceptual configurations for potential joint de-
velopment (or other development that may be stimulated by the
transit project).

4. Testing and evaluation of these concepts in cooperation
with real estate and engineering specialists for feasibility, costs,
and benefits.

In the design phase the foregoing steps need to be repeated
by the urban designer in a more detailed manner. The areas
where more detail will be developed will vary with the nature
of the project and the surrounding community, but are likely
to include:

1. Connections to both vehicular and pedestrian access to
ensure optimal circulation not only to transportation but also
for development and activity potential, and to sort out these
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connections in a way appropriate to the surrounding city pat-
terns.

2. Physical zoning of site to ensure that the uses and sites are
in the appropriate relationships to one and another and to the
surrounding urban fabric and that they mutually reinforce each
other. '

3. Avoiding “left over” pieces of land, barriers to access and
development. .

4. Maximum use of parking resources to serve both trans-
portation and development needs.

5. Special attention to pedestrian paths to ensure adjacency
to lively, supportive activities, spatial interest, environmental
comfort, attractiveness and basic amenities such as information,
seating, lighting, etc.

Urban Design and Construction Coordination

In order to maximize the benefits of transit projects, their
development must be constructively integrated with other public
and private projects in their vicinity. This integration is a com-
plex task since the related developments may include a wide
variety of projects: public street road or parking improvements;
urban renewal or revitalization programs; private development
of new or renovated buildings; and a variety of business and
other community activity development within these structures.
Each of these developments responds to its own variety of tech-
nical, financial, political, and market conditions. Some of these
developments are interlocked and depend on each other; yet
their feasibility and scheduling may vary with uncontrollable
outside factors.

In the past, many conceptually attractive joint development
opportunities have been rejected by transit agencies because of
the burden these additional complexities would have imposed
on the already difficult transit development process. Yet, if true
joint benefits and justifiable cost-sharing are to be realized, it
is essential that transit agencies respond to these complexities
with creative initiatives rather than avoidance.

Imaginative urban design coupled with active cooperation
among interested public and private parties can in many cases
produce the creative solutions needed. The specifics of such
solutions vary for each situation, but the successful programs
tend to share certain general features:

1. All of the major participants in the process are brought
together in some structured format (such as a Task Force or
Steering Committee) at key stages of the process to share in-
formation and review options for important decisions consisting
of the agencies involved and the business community. Portland
has recently established such a committee to oversee light rail
construction in the CBD.

2. In addition to the formal structure, a well-developed in-
formal communication network is fostered for day-to-day keep-
ing in touch.

3. The design team, whether it is internal to one of the agen-
cies or consists of outside consultants is charged with addressing
the concerns of all of the parties and with maximizing the
aggregate benefits.

4. The process is oriented to generating specific products
(designs, budgets, alternatives for decision, etc.) on a schedule
that is compatible with the needs of the participants (elections,
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funding applications, bond issues, options on land, financial
commitments of developers, etc.).

5. Mechanisms of contingent commitment among different
actors are developed to allow interdependent project elements
to proceed. For instance, if, as part of a joint development
agreement, a certain level of transportation service is required
by a private developer before a project can be financed or leased,
the public agencies must have a way to ensure that this service
will be delivered on time.

6. The physical allocation of public and private project ele-
ments must be evolved as an organic mosaic of parts. All the
parts must work synergistically when completed, yet must allow
for a variety of different schedules for development.

7. Physical provisions must be made for addition of or con-
nection to other planned project elements in the final design,
engineering and construction phases of the transit project,
whether these are scheduled for immediate or later construction.

Points 1 through 5 are administrative arrangements and are
dependent on the will to cooperate among the parties involved.
Successful efforts in these areas have been initiated by city
governments (CRA-LA, with SCRTD), transit agencies
(WMATA, Tri-Met), and private downtown consortia (Denver
Partnership, Hartford Downtown Council), but they can only
succeed if all of the major parties are strongly committed to
cooperation. This type of planning is complex and time con-
suming and only succeeds where the parties are willing.to con-
tinue to work toward common objectives even when problems
and conflicts arise.

Points 6 and 7 are functions of the design and construction
management team. The concerns must be reflected in the urban
design plan and in the architectural /engineering designs, con-
struction documents, and construction management process.

Integration of different public and private development ele-
ments into a construction program presents some added de-
mands on already complex transit construction programs. The
issues may be divided into two types: concurrent construction
and anticipated future construction.

In the case of concurrent construction, ULI (10) suggests three
options: '

1. Phased construction— Where construction by multiple par-
ties is coordinated by contract (MBTA Washington St. Station).

2. Joint contractor—Where a cooperative agreement desig-
nates the private developer’s contractor as contractor for the
transit facility (WMATA, International Center; New York,
Times Square/park Towers).

3. Master developer— Where a single agency “packages” the
construction, assuming many of the private sector functions and
specifying conditions for the participation of the other parties
(The Gallery, Philadelphia).

Options 2 and 3 are more completely integrated than 1 and
are desirable when the physical interrelationships among the
project elements are complex and extensive and when a great
deal of cooperation and coordination among the parties can
occur before construction. Option 1 is most likely when the
transit project must proceed on its own schedule separately from
the other elements. With option 1, a simpler procedure prior to
construction start is traded for a construction process that is

" more prone to conflicts among the different parties and possible
missed opportunities for integration.

The choice between options 2 and 3 is often dictated by the
nature of the project, its components, and the financial positions
of the public and private parties. For instance, in the WMATA
International Center example, the subway portal was a relatively
small component of the development compared to the block-
sized private project and it made sense for the developer to
coordinate the whole project since the developer had to carry
the major interest and risk. For New York’s Times Square
project, the public agencies involved are negotiating to have the
developer build the station improvements along with the office
towers. In the Gallery in Philadelphia, the City’s Redevelopment
Agency ended up in the master developer’s role, an unusual
arrangement due to the fact that the private developer was
unwilling to carry the major risk in this complex, high risk
venture. In addition to the local conditions, the legal and ad-
ministrative requirements of the federal funding agency also
influenced the choice of contracting arrangements.

In Portland, the downtown section of the LRT (including
Lloyd Center) was considered a more complex problem and a
special Office of the Downtown Project Manager (ODPM) was
established. A private consultant was retained to run the office.
The ODPM is composed of staff on loan from Tri-Met and the
City. The Project Engineer is designated by the City, and the
Light Rail Engineer is from Tri-Met. The staff also includes a
Public Information Specialist, a Construction Coordinator, a
Utilities Coordinator, two Civic Field Inspectors, LRT Field
Inspectors, and support staff, and they are drawn in roughly
equal numbers from the City and Tri-Met. The ODPM per-
sonnel is assembled in an office right on the LRT route, specially
established for this purpose.

This style of managing the project was carefully established
to capitalize on some of the lessons learned earlier during the
Transit Mall construction. The project manager of the ODPM,
who was involved in managing that project as well, observed
(31) that, at that time, problems with communications and
approvals developed because the City and Tri-Met staffs were
insulated inside their separate bureaucracies. The ODPM forces
the City and Tri-Met staffs into a functional team. The physical
concentration of the staff and removal from the customary
agency framework tends to focus everyone’s attention on solving
problems creatively and efficiently. The responsibilities of
ODPM and its staff are carefully delineated in a contract
between Tri-Met and the City (32).

Construction coordination is a complex problem that involves
scheduling, interim traffic management, and constant liaison
with the many affected downtown interests. The downtown LRT
section includes the rebuilding of a bridge, traversing two his-
toric districts, and construction along a number of existing retail
frontages that are highly sensitive to disruption, all demanding
constant attention. The ODPM publishes a tabloid-style news-
letter “Tri-Met Light Rail” and conducts a number of different
forms of community outreach including block-by-block notifi-
cation and discussion with property owners.

The cost/benefit-sharing component of concurrent construc-
tion programs is conceptually simple, although often technically
complicated. The guiding concept would logically be to assign
the appropriate share of all costs to the beneficiary. For instance,
if incorporating private development on the air rights of a transit
station requires a special foundation design, the principle is clear
that the extra cost of the special foundation (over that without
air rights) should be assigned to the private development. How-
ever to technically evaluate this cost difference, a whole range



of building components and construction procedures has to be
evaluated for both alternatives. Often these issues are negotiated
to trade-offs, i.e., the public agency may pick up the extra
foundation cost in return for some other consideration such as
parking provided by the developer for station patrons, public
amenities, or a maintenance agreement.

In the case of anticipated future construction of additional
joint development, the main construction-related issue is the
provision of potentially required structures and access provi-
sions. Aspects of the initial construction may have to be spe-
cifically modified in order to provide for these future phases.
These modifications can include foundations, utilities, passage-
ways, mezzanines, changes in entrance configurations, and many
other elements. The complex issue here is to sort out which of
the future opportunities is worth how much present investment,
how such funding can be advanced, and who will pay. The
ability of the transit agency to have these costs paid by the
private sector depends to a large extent on how certain the
construction date of the transit facility is. If funds are committed,
a construction start date is set, and a realistic estimate of opening
day provided, the transit agency will have less trouble convincing
a developer that his investment in the connection will not be
wasted if the station is not built. If the implementation date is
uncertain, or far into the future, the transit station will not enter
into the developer’s profit picture, thus lessening his motivation
to pay for the desired transit feature.

For instance, an extra $200,000 spent concurrently with
transit construction may provide the foundation for several mil-
lion dollars worth of future construction, but because of market
conditions, financing, or other reasons, no developer is ready
to sign up for the project. If the foundations are not provided,
the opportunity for the development may be lost altogether. On
the other hand, extra cost may be a major burden on a tight
budget. In the case of the Banfield LRT, the provision of a
sewer main parallel to the rail line on Burnside Street was critical
to any future development. The concurrent cost was around $3
million, compared to $8 million if built separately, so the sewer
was included in the project. In situations like this, innovative
financing techniques should be considered in order to allow the
transit agency to treat the cost as an investment towards likely
future profit.

In addition to the foregoing design decisions, some specific
construction-related details may facilitate future joint develop-
ment without significant extra cost. These may involve building
in utility branch connections, knock-out panels for passageway
connections, or leaving adequate room for future foundations.
While this may seem like simple common sense, it requires a
constant advocate during the construction program where at-
tention tends to be dominated by immediate urgencies and ex-
pedient solutions. The main requirement here is foresight and
consistent concern for future potential during the construction
process.

SPECIAL FINANCIAL ARRANGEMENTS

Into this category fall the financial mechanisms that have
typically been discussed in the literature of “value capture,”
which is the concept of dedicating portions of the increases in
land value generated by the transit facility to fund capital and
operating expenses. While applications have been limited to date,
the evolving UMTA policy of requiring local financial com-
mitment as a condition of receiving Federal funds for new rail
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starts will clearly serve as an incentive to localities to pursue
such mechanisms further.

Two types of financial arrangements are directly related to
development associated with transit facilities, as discussed
below.

Special Assessment Districts

A special assessment district is a designated area within which
a special tax or “special benefit assessment” is levied on all
properties to pay for the cost of certain improvements within
the district. Historically, special benefit assessments have been
used to fund local improvements such as streets, sidewalks, and
sewers. More recently, this approach has been used to fund less
standard facilities such as pedestrian and transit malls, parking
garages, and other transit facilities. Proceeds from special benefit
assessments can be used to fund both capital and operating costs
of improvements. In Toledo, a downtown benefit assessment
district is being considered to fund maintenance costs for the
pedestrian concourse system, now maintained by the abutters,
TARTA, and the City. The benefit assessment district was con-
sidered when the walkway system was extended, such that over-
all downtown pedestrian circulation benefits accrued to other
downtown buildings besides the abutters themselves.

Under this technique, improvements are usually financed by
bonds issued by the taxing jurisdiction. These bonds are then
retired using the proceeds from the special benefit assessment.
However, proceeds can be used on a direct, pay-as-you-go basis.
Assessments can be based on one or more factors including lot
area, appraised value, front footage, distance from the improve-
ment, or even trip generation.

Special benefit assessments generally produce less revenue
than other forms of property-tax-based financing because the
special assessment district is a relatively circumscribed area.
Revenue produced will depend on not only the size of the
district, but also its desirability and the market potential within
the district, both before and especially after the improvements
in question are constructed. Political acceptability of the concept
is tied to the degree of direct benefit those in the district perceive
as coming to them from the improvement (i.e., improved ac-
cessibility). If the market factors within the district are not
favorable, particularly relative to competing locations, busi-
nesses may move out of the district or refuse to move in in order
to avoid the additional taxes.

Special benefit assessment districts have been used in recent
years to fund construction and operation of several transit malls,
including those in Denver, Chicago, and Minneapolis. Denver’s
Downtown Mall Management District was created by the City
and County of Denver to support operations and maintenance
of the 16th Street Transit Mall. In effect as of January 1, 1983,
the original district was two blocks wide (15th to 17th Streets),
including approximately 420 properties (Fig. 7). After initial
implementation of the benefit district, two economic benefit
studies were conducted to determine whether its boundaries
should be expanded to a wider area, to include all properties
that might be determined to have a special benefit. The first
study, conducted by Gladstone Associates (33), summarized
mall services, associated special benefits, and beneficiaries. Ben-
efits are discussed in three categories, including transportation
benefits, amenity benefits, and revitalization benefits. For each
category, a “zone of influence” around the mall is delineated,
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from which the overall mall impact area boundaries were de-
rived. The second, conducted by the real estate valuation firm
of A.G. Bowes and Son (23), translated the benefits into five
“zones of contribution” from 14th to 19th Streets, including
865 properties. A formula is presented for determining assess-
ments by zone based on square footages, as opposed to land
assessed valuation which was the basis for the original assess-
ment formula. The recommendations of this study were ap-
proved by the Board of Downtown Denver, Inc., in July 1983.
These studies both provide useful guidance in developing a ben-
efit assessment formula and implementing the districts. Ac-
cording to Downtown Denver, Inc., “the Denver District budget
for 1984 will be $1,675,000, with each property owner paying
a proportionate share based on such factors as distance from
the Mall and square footage of land area included in the own-
ership. Proportionate rates vary from a high of $.45 per square
foot of land directly adjacent to the mall to a low of $.05 per
square foot of land several blocks from the mall” (35) (see
“Measuring the Benefits”). .

In Portland, a form of benefit assessment was used in the
downtown area to fund two aspects of the LRT project: street
amenities on Morrison and Yambhill Streets and the addition of
four vintage trolleys to be restored and operated on the LRT
rails between the downtown and Lloyd Center during mid-day
and weekend off-peak hours. Both of these programs were added
to the plans after the initial Tri-Met proposal of a “bare-bones”
transitway design was rejected by the downtown business in-
terests. Both programs are funded with UMTA grants with the
local share of the costs being raised from the property owners
through a Local Improvement District (L.I.D.).

The L.LD. is governed by Oregon State law and enables the
district to levy a special assessment for shared benefits on ap-
proval of the owners of at least 40 percent of the affected
property (by square footage of land). The ODPM was instru-
mental in organizing the L.I.D.’s and continually works with
the private sector on these projects.

The Morrison/ Yamhill L.1.D. was generated to provide fund-
ing for better quality paving, more street improvements, and
amenities along these two transitways. Of the total of $5.5 mil-
lion excess cost, $1.5 million was raised by the L.I.D. and $4.0
million is funded by UMTA. The UMTA grant has been ap-
proved and the L.I.D. assessment has been voted in with near
unanimity. The assessment formula was generated as a com-
bination of frontage of the property on the transitway and the
assessed valuation of the property back to 100 ft of depth. The
capital contributions were financed by city through a bond issue
which the L.I.D. members are paying off over 20 years, which
makes the yearly burden on the property owners quite small.

The $1.5 million is 0.4 million higher than the usual 20 percent
local match, and this helped persuade UMTA to approve the
addition to the project. At the same time the owners received
almost 4 dollars worth of improvements at their doorstep for
each dollar contributed to the L.I.D. and this, according to the
businessman who helped sell the L.I.D. to fellow property own-
ers, made the task of convincing owners to participate quite
easy (36).

The Vintage Trolley L.I.D. involves all of the owners along
the line from Lloyd Center through Downtown in raising
$800,000 in local funds to match a $1,000,000 UMTA grant.
The funds will cover the purchase and restoration of four antique
trolley cars which Tri-Met will operate 11 AM through 3 PM
weekdays and on Saturdays and Sundays. The property owners

and merchants will benefit from the promotional attraction of
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these trolleys. Similar cars already operate successfully in retail
areas of Detroit, New Orleans, and Seattle. UMTA was per-
suaded to grant funds for the project with the argument that
the impact of the new trains traversing two historic districts
needed to be mitigated by the use of the vintage trolleys. The
individual who conceived this concept and persuaded local busi-
nessmen and UMTA to fund it actually acquired and stored
four Portugese trolley cars with his own funds to be used in the
project. He felt that having the vehicles on hand was necessary
in order to persuade all the parties of the realistic possibility of
making the project work, and so he took the risk. When ne-
gotiations for the project are completed, Tri-Met will acquire
and restore the cars and reimburse him.

Local jurisdictions in California have authority to create spe-
cial taxing districts adjacent to the routes of transit systems. In
June 1981, San Francisco passed an ordinance requiring a one-
time payment of a Transit Impact Development Fee (TIDF) on
new downtown office space, whether through new construction
or conversion, “assessed at the time permanent financing is taken
out in the case of new construction or at the time the space is
ready for occupancy in the case of space converted from another
use. The fee is calculated to recover the projected incremental
capital and operating costs to be incurred as a result of the
increase of projected incremental [transit] capital and operating
costs to be incurred as a result of the increase in office space
over the life of that space” (37). A tax on existing office space
may also be implemented. The ordinance is being challenged in
court by developers. Although the City has been allowed to
collect the fee and deposit the proceeds in an escrow account,
as of early 1984, it is expected that the city will not be allowed
actually to use the proceeds before 1986, if the ordinance sur-
vives the court challenge through the expected appeals (37).

In addition, San Francisco tried unsuccessfully to implement
an annual special assessment within a downtown district to cover
transit operating and replacement capital costs for service pro-
vided to the downtown area “over and above that provided
elsewhere in the City” (37). Late in 1981, the City worked with
an economic consultant (38) and a financial consultant (39) to
conduct the necessary studies to prove that the benefits conferred
by the downtown service exceeded the cost to be assessed. The
procedures involved “measuring access provided to each of
nearly 350 grid squares to identify the contiguous area receiving
an extraordinary level of service. Costs were allocated first to
this extraordinary service, then to the area receiving the special
benefit of this service. Needless to say, these studies were com-
plex, required development of data that did not exist previously,
and were accordingly costly” (37).

Both successful and unsuccessful experiences with benefit as-
sessment strategies lead to the conclusion that in establishing
such districts it is desirable, if not essential, to have the involve-
ment and cooperation of the private sector groups which will
be affected. Such cooperation can assist in the equitable imple-
mentation of a special benefit district—and thus possibly avoid
court challenges. In addition, it is important to instill confidence
in those affected that the full program of improvements will be
completed, and that the benefits of the improvements will be
worth the cost, in order to obtain a certain degree of commitment
from those affected to “stick with it” for a while to enable the
full effect of the improvements to be felt. Establishing this com-
mitment is contingent on defining both costs and benefits spe-
cifically enough so that they are real to those affected. For this
reason, assessments to cover items such as transit mall pro-
motion or maintenance for which a predictable annual budget
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can be prepared are more easily implemented than those cov-
ering more amorphous items such as transit operating costs.

If the reasonableness of the total assessment itself, the bound-
aries of the impact area, and the formula are not well established,
the effort may backfire, not only failing to produce the intended
benefits, but also failing to generate adequate revenues to cover
costs, as those who would have been taxed flee what is perceived
as a less desirable, more costly location. On the other hand,
special benefit assessments have worked very well under certain
circumstances, and are sometimes particularly appealing to local
elected officials from the standpoint of avoiding limitations on
local taxation and borrowing.

The suggestion has been made that benefit assessment is most
suitably introduced after some “momentum” for a new system
has been gained in terms of successful developments at several
locations. Such actual experience helps to ensure credibility for
the system and the process, to create confidence that the system
will be built, and to illustrate actual benefits to property owners
in terms of increases in value, rentals, sales, and other indicators.

_ In addition, actual experience as measured through “before and
after” studies can indicate more accurately where benefits of
varying degrees accrue. It is important to retain the flexibility
to alter the district boundaries both to reflect actual experience
and to account for “spillover” effects which expand the area of
influence of the improvement. In Denver, for example, the
boundaries of the transit mall assessment district were expanded
after the first year to incorporate a larger impact area, as a
result of property owner petitions representing 72 percent of
the assessed value of the land in the proposed expansion area.
While those in the outer areas away from the mall pay a lower
rate, the expansion of the assessment base lowers the overall
burden to be paid, even by those in the original district closer
to the mall, who are still assessed at a higher rate.

The case of SCRTD in Los Angeles illustrates some of the

issues which have arisen in trying to incorporate the benefit
assessment district concept into pre-implementation planning.
Under its authorization to form special benefit assessment dis-
tricts as the basis for issuance of tax-free bonds to support Metro
Rail acquisition, construction, joint development, operations and
maintenance, SCRTD Planning has been the primary actor in
preparing the way for benefit assessment districts. While
SCRTD is empowered to set the district boundaries, fees, and
the land use classification scheme, however, the local jurisdic-
tions have the right to approve, amend and approve, or dis-
approve the district plans. SCRTD, therefore, is working closely
with the City, County, and CRA to set up the boundaries and
assessment formula. As of spring, 1984, SCRTD had consultant
studies underway to prepare the implementation plans, and had
launched a participatory process through the various working
committees. As part of the planning, SCRTD conducted a lit-
erature review on the land use effects of other recently built
transit systems, interviewed owners and tenants in the corridor
regarding their attitudes about potential benefits of a transit
location, and conducted legal research to identify possible hur-
dles to implementation. The SCRTD goal is to implement the
districts and start to sell bonds by August 1985, and to start to
collect the assessment fees when construction begins.

Although the assessment districts are still in the planning
stage and no detailed information on the boundaries or fees was
available as of the case study visit, it is clear that this particular
tool has already attracted considerable public attention. The
SCRTD planners and local agency participants raised a number
of pending issues which are summarized below.

o The precedent for benefit assessment districts in other cities
has largely been voluntary districts in support of localized down-
town projects such as pedestrian malls, people movers, or park-
ing garages. In these cases, those affected perceive a direct benefit
to their particular location. In Los Angeles itself, for example,
a voluntary assessment district which would have generated $1.3
million per year had been established to fund the ill-fated Down-
town People Mover project. In the case of Metro Rail, SCRTD
is establishing a nonvoluntary district, the rules for which must
be defensible against possible legal challenge. (For this reason,
SCRTD was unable to release preliminary information on their
methodology to the study team). SCRTD has had difficulty in
obtaining comparable long-term data to assist in setting equi-
table boundaries and fees. Thus, they have had their consultants
take the approach of gathering as much local information as
possible as the basis for their decisions.

o The question of whether residential uses should be assessed
has been a political issue between SCRTD and the City of Los
Angeles. The City has drawn the boundaries of its Specific Plan
districts to exclude residential areas, even those adjacent to the
stations, as a result of political pressure, effectively excluding

. residential uses from the assessment districts. However, if the

land use changed, the property would be subject to the special
assessment. While SCRTD has supported this ‘policy in the
interest of achieving political consensus to build the system, the
policy does reduce development potential in station areas. Be-
cause it is dependent on the assessment district revenues,
SCRTD naturally would like to see maximum development in’
the station areas, which conflicts with the City’s desire to protest
residential areas from speculation and development impacts.

o The support of benefit assessments has been threatened by
the zoning changes pending in the Metro Rail Corridor. As
discussed in the next section, the City was mandated by state
law to reduce zoning densities citywide to conform to the pro-
visions of its General Plan. The implementation of the Specific
Plan for the Metro Rail corridor thus combined density bonuses
in the station areas with the general density reductions in the
rest of the city. Because the two separate issues were unfortu-
nately combined in the Specific Plan, the business community
has associated the overall downzoning with Metro Rail. Density
reductions, of course, are not consistent with the idea of special
benefit fundamental to the assessment district concept, and thus
have caused some difficulties in garnering public support for
the assessment districts. As one participant put it: “The down-
zoning is identified with Metro Rail and has caused some op-
position we might not have had otherwise. It compounds out
difficulty in getting special assessment districts through. Had
the downzoning already been in place, the public would have
jumped behind Metro Rail as a means to get increased density.”
(40)

o The business community is concerned that assessments at
varying distances from the stations should be equitable among
different station locations, by means of such strategies as basing
the assessment formula on passenger volumes. In addition, the
businessmen want to be sure that assessments collected in a
given station area are used only for improvements which will
directly benefit that area. This requires an accurate breakdown
of costs related to each station. The Central City Association.
President stressed the feeling that it would overburden the as-
sessment district concept to subsidize the system operations as
a whole (40), while SCRTD is perceived as intending to do just
that.



o The timing of the collection of the assessment fees is another
issue. SCRTD wants to collect the fees at the start of construc-
tion so that monies will be available to fund construction activity.
However, it is during construction that businesses will actually
experience the greatest disbenefits from the Metro Rail project.
One developer stressed that it would be wiser politically to delay
the actual fee collection until after the system is operating, noting
that SCRTD could still float bonds against the future income
stream (41).

« Finally, uncertainty regarding the ultimate funding of the
system and its length has affected attitudes toward the benefit
assessment concept. Attitudes are generally favorable toward
assessment districts for the entire 18.6 mile line; however, if
only 4.4 miles are constructed, the concept will be more difficult,
if not impossible to sell. Further, the uncertainty has called into
question the credibility of the public agencies involved. As noted
by SCRTD itself, “[i]Jn most cases, a cooperative relationship
between the property owners, businesses, and public agencies
affected by the benefit assessment district is the key to successful
implementation. A type of trust and direct involvement in the
planning and development process is ... a vital element in
minimizing political conflict. In the case where the benefit as-
sessment failed, distrust of the political officials and the public
agencies involved was considered one of the greatest stumbling
blocks” (42, p. 3-1). This funding uncertainty threatens to jeop-
ardize the careful work put into the planning for the assessment
districts to date by SCRTD.

Tax Increment Financing

Tax increment financing (TIF) earmarks the prospective in-
crease in property tax revenues in a designated area to support
the cost of public improvements in that area. Funds either can
be used annually as received, or can come from the sale of bonds
which are secured by and repaid from the (expected) increment
in property tax revenues.

The mechanics of TIF are as follows: A tax increment finance
district is designated, usually corrsponding to the area benefit-
ting from the proposed improvements. A “base year” assessed
property value is determined for each of the properties within
the district, and assessments are “frozen” at that level for normal
taxing purposes.

However, as actual values, and thus assessments, of those
properties within the TIF district increase— presumably at least,
in part, due to the public improvements implemented there—
the increment in tax revenue beyond the frozen base level is
diverted to the agency financing the improvements in question.
These funds are then either used directly to pay for the im-
provements or are used toward retiring the TIF bonds.

TIF bonds can be “general obligation” (GO) bonds, or they

can be “tax allocation” bonds. GO bonds, while intended to be .

retired with tax increment revenues, require the locality to
pledge its full faith and credit as backup security. While these
bonds usually have lower interest rates than revenue bonds, they
also usually require voter approval and thus may be subjected

to the exigencies and delays of the political process. GO bonds -

also may be subject to municipal debt limitations.

Tax allocation bonds, on the other hand, are not backed by
the full faith and credit of the locality. To enhance their mar-
ketability (and reduce interest rates), a jurisdiction can make
provisions to levy special assessments within the project area if
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the expected tax base increments do not materialize. These bonds
generally do not require voter approval, and are often considered
attractive because they do not affect a municipality’s debt lim-

"itations.

While TIF has the advantage of not requiring any additional
tax burden for either the properties within the designated TIF
district or for the remainder of the properties in the jurisdiction,
use of TIF still may be controversial. Resistance often comes
from other taxing entities and revenue recipients which rely
heavily on property tax revenues; for example, school or hospital
districts. These interests will be deprived of increments in rev-
enue from property taxes within the TIF district unless the
property tax rate in general is increased. Citizens may also
oppose TIF out of fear that property tax rates will, indeed, need
to be raised to keep up with the rising costs of other services.

In Toledo, TIF is being used to finance a $1 million pedestrian
concourses linking the Hotel Sofitel and the concourse system.
Bonds have been issued to pay for the construction, which will
be retired through the tax increment financing. The increment
goes directly to a bond fund to pay principal and interest, with
the hotel responsible to pay the incremental taxes even if it is
no longer on the site. The legislation requires that the TIF be
used to fund separate, identifiable, mortgagable assets. The fa-
cilities must be owned by the City of Toledo, and no retail uses
can be bonded. These criteria do not preclude using TIF for
transit facilities, although the concept was not explored for the
downtown loop project. Prince George’s County, Maryland, is
financing the local share of the New Carrollton Amtrak parking
facility through TIF-backed revenue bonds.

LAND-USE REGULATION

While not within the authority of the transit agency, land-
use regulation can effectively be used by local and, in some
cases, metropolitan government to provide transit-related ben-
efits to the public, cost savings to the transit agency, and in-
centives to developers to locate new developments in areas well
served by transit. UMTA has, in fact, funded local planning
agency efforts required to rezone station areas in Portland, Los
Angeles, and Washington. In general, land-use regulation, more
than any other tool, can create the overall environment whereby
benefits from transit are most clearly perceived, either by com-
bining transit improvements with auto use disincentives such as
parking restrictions, or by providing bonuses for locating de-
velopments near or with direct connections to transit facilities,
thus creating higher densities in station areas, with correspond-
ing ridership and tax benefits.

Opportunities can be lost, however, if transit agencies are not
keyed into local and regional planning efforts. Where UMTA
funds the planning effort, passing the funds through the transit
authority, some degree of coordination between the transit
agency and local governments is assured. This has proven to be
the case in Los Angeles, where SCRTD has guided the local
agency efforts through detailed work programs set forth in the
funding contract documents. The techniques described here are
all variations on zoning and subdivision ordinances.

Incentive Zoning

Incentive zoning involves the relaxation of development con-
straints in exchange for provision of certain public benefits. For
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example, density bonuses or fast-track processing of develop-
ment permits may be granted in exchange for inclusion of spe-
cific amenities within a development project. Incentive zoning
has been in use in the United States since the 1950’s. New York
City was one of the earliest users and has made extensive use
of this technique to obtain public plazas, other public spaces,
and transit improvements in redevelopment of portions of the
City, most notably in the redevelopment of Sixth Avenue during
the 1960’s.

Incentive zoning relies for its effectiveness on relief from the
relatively restrictive zoning and development controls which
would otherwise obtain. Thus, to provide maximum incentive
to developers to utilize this option, there must be maximum
restriction in the absence of its use. In this regard, the technique
can become controversial and may encounter substantial op-
position, particularly if downzoning is undertaken to make basic
zoning more restrictive. In Los Angeles, the Specific Plans de-
veloped by the City for the Metro Rail corrodor unfortunately
combined density bonuses in station areas with an overall down-
zoning required by state law to bring city zoning into conform-
ance with the city’s General Plan. As a result, although density
bonuses will be allowed in Metro Rail station areas, the bonuses
will serve only to bring the maximum FAR using all possible
bonuses to the same density which is allowed today by right.
The unfortunate combining of the downzoning and -incentive
zoning has caused the undesirable downzoning to be equated
in some developers’ eyes with Metro Rail, an intuitively illogical
concept. This misperception has caused some difficulties in gain-
ing acceptance for the concept which would not have been faced
had the downzoning been in place before the Metro Rail bonuses
were incorporated into the zoning ordinance.

In general, however, density bonuses are an attractive incen-
tive to developers to provide desired improvements, since the
marginal costs for adding the “bonus” floor area above the
original building costs are very low. Effectiveness is also de-
pendent on a planning process which is well grounded in market
factors, as well as thorough analysis of the public objectives
sought and the most efficient ways of achieving them. Admin-
istrative efficiency in the processing of developments partici-
pating in the incentive program is also essential. Because of the
level of expertise required, and the other factors cited, incentive
zoning appears to be best suited for use in larger metropolitan
areas. )

Incentive zoning alone cannot provide cash returns to a transit
agency. It can, however, affect the character; scale, and design
of private development surrounding transit stations, and thus
not only increase the tax base, but also provide desirable transit-
related amenities and other improvements, as well as potentially
increasing ridership. In addition, if used in conjunction with
some of the other techniques described herein, such as benefit
assessment districts and tax increment financing, it can provide
a more direct return to the transit agency, or, as in the case of
the Bethesda Metro station, enhance the development value of
WMATA'’s air rights, and consequently the authority’s annual
joint development revenues.

New York’s MTA, in cooperation with the New York City
Department of City Planning, Midtown Planning Office, has
been working on an incentive zoning master plan which is ex-
pected to yield substantial private funds for station improve-
ments. The preferred method of implementation is for the
developer to construct the entire improvement, with public ap-
proval of the plans, rather than to contribute the cost in cash
(43).

The concept is illustrated by three private developments, each
of which is tied into the 53rd Street, Lexington Avenue 51st
Street Subway station complex, and which are expected to yield
$15-20 million in funds for station improvements. The devel-
opments, at 875 and 885 Third Avenue and 599 Lexington
Avenue, are each contributing substantial capital improvements
to the subway station complex in exchange for zoning bonuses
allowing additional density.

The current zoning law evolved over a more than 20-year
history of incentive zoning programs in New York City and
stipulates the following for Midtown Manhattan:

1. Any new development or enlargement of a building ad-
jacent to a subway entrance is required to rebuild the subway
entrance stair to the TA’s standards, within the property lines.

2. At designated stations the developer may propose to pro-
vide more extensive capital improvements to the subway station
in exchange for a zoning bonus of up to 20 percent of additional
FAR allowed.

The procedure for obtaining the zoning bonuses is set out in
the Zoning Resolution. If the station area is designated as eli-
gible, the developer can make a proposal of improvements. The
TA reviews the plans for conformance with its standards and
policies and submits a letter of approval to the City Planning
commission. The City Planning Commission then reviews the
proposed improvements and determines the appropriate level of
zoning bonus (from O to 20 percent of FAR) based on the
following required findings:

1. The degree to which the station’s general accessibility, rider
orientation and safety will be improved by the provision of
new connections, additions to circulation space or easing
of circulation bottlenecks;

2. Provision of escalators or elevators where justified by traffic
or depth of mezzanine or platform below street level;

3. Convenience and spaciousness of street level entrance and
compatible relationship to the ground floor uses of the
development or enlargement; and

4. Improvement in the station’s environment by provision for
daylight access or improvements to noise control, air qual-
ity, lighting or other architectural treatments. (44)

In practice, there is considerable informal consultation be-
tween the developer, the City Planning Commission and the
MTA staff in structuring the developer’s proposal. If the density
bonus is approved, the developer is obligated to obtain accept-
ance of the completed subway improvements from the TA prior
to receiving an occupancy permit for the building.

The following describes the three development projects and
their specific contributions under the zoning bonus program.

875 Third Avenue. This office building is located at the corner
of 52nd Street and Third Avenue. The developer for the building
is Madison Equities, Inc. The first phase of the project, con-
sisting of the main office tower, was recently completed. An
additional and smaller structure and atrium will be built at the
corner of 53rd Street and Third Avenue when the leases re-
maining in the existing older buildings at that corner run out
or are bought out by the developer.

The project received a 20 percent additional FAR bonus in
exchange for improvements including a ground level enclosed
pedestrian arcade and improved access through a lower level
mezzanine to the 53rd Street IND Station. As part of the deal



the existing subway mezzanine space was improved by the de-
veloper through the addition of new wall tile, flooring, and
lighting, and the commercial space available on the mezzanine
was leased by the developer. When the second phase atrium is
built it will penetrate to the subway mezzanine level and bring
in daylight and a more direct connection to the surface.

875 Third Avenue preceded the formal enactment of the
subway station zoning bonus ordinance and received its bonus
under a covered pedestrian bonus program. Nevertheless, it
followed the general pattern of the subway bonus program as
described above and was considered a test case for the new
zoning. The strict requirement for TA sign off before occupancy
permit was added partly in response to a problem that occurred
on this project when the developer occupied some of the building
spaces prior to completing the committed subway improve-
ments.

885 Third Avenue. This office building with ground retail is
proposed for the other side of 53rd Street from 875 Third Av-
enue. The developer of the building is Gerald D. Hines Interests.
The architect is Philip Johnson and John Burgee. The tower
building which has an elliptical floor plan is in the design stage.

The developer has applied for an 18 percent FAR bonus and
is now seeking approvals. The proposed contributions to the
53rd Street IND subway station include a new monumental
stair in a landscaped well from the corner of the open plaza to
the mezzanine and a new escalator from the mezzanine to the
station platform 70 feet below. The latter is a complex under-
taking, constructed wholly within the station area and requires
cutting through bedrock. The total value of the subway station
improvements is estimated in the $5 7 million range. This dollar
figure is given only as an indication of the scale of contribution
and not part of the official agreements. The developer’s obli-
gation is tied to delivering the finished improvements, not a
specific dollar contribution. The developer’s first submission
consisted of improving the appearance of the platform area, but
the Community Planning Board insisted on circulation im-
provements to increase access capacity. The escalator was a
difficult project element. The developer did not like it because
of the expense involved not only in construction but on-going
maintenance of a very high-wear item. Some community groups
have reservations about allowing a bonus to a developer for an
improvement that they feel the TA should install as a standard
feature of station modernization and avoid giving a density
bonus in an area many in the community consider already
overbuilt. After the recent hearing in front of the City Planning
Commission these issues are still open.

This development raises an issue about the optimal type of
bonusable development. Robert Selsam, departing Director of
Planning for the MTA, stated as an important criterion: “Con-
centrate the subway improvements in direct logical physical
relationship to the developer’s project so that he has an inherent
interest in doing a good job on construction and maintenance.”
The escalator, the major contribution of the 885 Third Avenue
project violates this criterion. Yet it is the highest priority im-
provement for the station and conflicting claims on TA funds
make it unlikely that such a costly improvement could be pub-
licly funded.

559 Lexington Avenue. This office and mixed use commercial
building is proposed for the east side of Lexington Avenue
between 52nd and 53rd Streets, just south of the Citicorp com-
plex. The developer is Boston Properties, Inc., the architect
Edward L. Barnes. The project is just starting construction.
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The developer has received approvals for 20 percent FAR
bonus. This site provides the opportunity for a critical improve-
ment in the subway system. By a historic quirk in the indepen-
dent development of the IRT and the IND subway lines there
is no transfer connection between the IND Lexington Avenue
Station at 53rd Street heading east-west and the north-south
IRT 51st Street Station along Lexington Avenue. Incorporating
a new mezzanine running the whole length of the block between
52nd and 53rd Streets within the 559 Lexington Avenue de-
velopment was the only opportunity to make this connection.
The proposed mezzanine will include a paid transfer section
and an unpaid access area. It will connect to the 53rd Street
Station mezzanine at its northern end. (The Citicorp mezzanine
level with its successful commercial area connects to this mez-
zanine from the other side already.) From the 52nd Street corner
of the development to the north end of the IRT station the TA
will build a connection under the street which will cost an
estimated $6 million in public funds. The estimated construction
value of the developer’s contribution to the subway is $5-6
million, but the contribution of the right-of-way and integration
with the development creates a greater added value.

The participatory arrangements are as complex as the project.
The developer is responsible for the design and engineering of
all of the connecting concourses, and construct, and maintains
only the portions within his property. He will provide all es-
calators, stairs, and elevators connecting the new mezzanine to
the surface. The TA’s section of the connector will be built later
because funds could not be made available at the time the
developer was ready to bid his contracts. This is a major in-
convenience and inefficiency, but this type of compromise is
often necessary to keep different schedules of public and private
development from blocking each other.

This project provides the optimal conditions for bonusable
improvements sought by the City Planning Commission and the
MTA. The project clearly provides necessary access and cir-
culation elements that could not otherwise be obtained. At the
same time it is within the developer’s property, intimately con-
nected to important public and retail components of the devel-
opment, and thus it will be in the developer’s own best interest
to do a high quality job of design, construction, and mainte-
nance. The compelling logic of this project already secured
approvals for the zoning bonus. It is also expected to make
easier-to-enforce agreements between the city, the TA and the
developer for construction and maintenance.

The three separate private contributions to the East-Midtown
Station complex occurred over time in an incremental pattern.
When 875 Third Avenue was planned there were no plans yet
for the other two projects. Thus, access and mezzanine im-
provements incorporated there were expected to function with
or without further contributions.

885 Third Avenue and 599 Lexington Avenue were planned
concurrently, and the subway improvements for both are de-
signed by the same engineering consultant, Vollmer Associates.
Vollmer is also the design engineer for the TA’s portion of the
new mezzanine connection. Thus, they play a key role in en-
suring that these three components, to be constructed under
three separate contracts, will fit together.

Planning for these privately contributed subway improve-
ments presents a dilemma for the MTA and the TA. Community
organizations such as Community Planning Board #6 and the
59th Street Task Force have voiced concerns about the lack of
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a previously approved master plan by the MTA as a basis for
the bonuses (45). Planners for the MTA, on the other hand,
pointed out that the opportunities for doing any of the im-
provements depend on the proposals of the developers and can-
not be anticipated. For instance, at the time when decisions
were made about bonusable subway improvements in conjunc-
tion with 875 Third Avenue, intentions to develop the other
two sites had not been publicly expressed. Planners at both the
MTA and the Manhattan Office of the Planning Commission
continue to discuss major subway station needs and potentially
“soft” sites where development can be anticipated. But the agen-
cies are still convinced that responding to the opportunities as
they arise rather than promoting a fixed plan is the more pro-
ductive approach.

Montgomery County, Maryland, offers developers in CBD
zones an “optional method” of development on parcels of 22,000
square feet or more. Under the optional method, a density bonus
is granted for provision of open space and other facilities and
amenities specified by the master plan for the CBD. The zone
is designed to encourage assembly of larger parcels in order to
permit “more cohesive development and assure provision of
open space, pedestrian walks, and other amenities” (46). Most
of the CBD zones in the county are located in areas served by
transit stations, so in effect the incentive zoning provided is
transit-related. Developments under the optional method are
subjected to both development plan and detailed site plan review
and approval processes. The density bonuses granted under this
approach may be as much as 100 percent more than the max-
imum development allowed under standard zoning. That nu-
merous developments are under construction or planned gives
evidence of the attractiveness of the incentives to developers.

Performance Zoning

Performance zoning is generally considered to be a regulatory
technique which requires as a condition of zoning approval that
a proposed development meet certain objectively established
criteria with respect to impact on the environment. These stan-
dards are usually engineering measures pertaining to charac-
teristics such as noise, air quality, and water quality.

Performance standards of this type are usually used in in-
dustrial zones as a way of protecting the surrounding com-
munities from adverse impacts. Proposed developments must
achieve desired performance levels in order to receive appro-
priate zoning, or can be granted greater densities than allowed
if performance standards are met. Performance zoning has also
been used to control runoff in residential communities and to
control traffic impacts. Given the purpose and structure of per-
formance zoning, it would appear to be well suited to use in
transit applications to supply incentives for transit ridership.

Montgomery County, Maryland, has planned and zoned en-
tire areas of Metro transit station impact areas using a perform-
ance zoning approach. Following a determination that the major
constraint on additional development at station sites was traffic
capacity of the street system, detailed master plans, called “sec-
tor plans” were developed for each station impact area, using
calculations of the maximum feasible development envelope,
based primarily on traffic capacity, but also taking into account
market, environmental, and community impact factors. In cal-
culating road system capacity, assumptions were made regarding
the impact Metrorail service would have by diverting auto trip
from the road system.

Peak-hour traffic capacity for each of the Sector Plan areas
was distributed among the various parcels in the area, based on
the parcels’ relative sizes and distances from the entrance to the
Metro station. Using the market analysis, land uses and densities
were then selected which met the trip generation limit for each
parcel. The sector plans acknowledge that changes in market
conditions may require changes in the development mix. But it
is stressed that “trip allocation by parcel should be the governing
factor throughout the planning period.” This factor is also the
basis for determining the total FAR and land use mix for projects
in the Los Angeles Metro Rail Corridor Specific Plan.

A similar type of approach has been used in Montgomery
County in revising the parking requirements applicable within
station areas. Baseline parking requirements for office space have
been established on the basis of assumptions regarding modal
split and auto generation, varying with distance from the transit
station. These baseline requirements can be incrementally re-
duced, however, if the developer commits to implementing a
series of measures to encourage ridesharing and transit use. In
addition, the developer must pay a set fee to the county for
each parking space reduced from the required total, these funds
to be used for promoting transit and ridesharing programs.

Many other communities also permit reductions in parking
in return for actions designed to encourage transit and ride-
sharing. For example, Chicago grants a 10 percent reduction in
required parking for buildings with direct transit connections,
and 15 percent reductions for related underground pedestrian
circulation. Portland, Oregon, has set ceilings on parking space
ratios and permits provision of no parking at all, to encourage
transit and ridesharing (47).

These examples are indicative of the range of potential ap-
plications of performance zoning and similar techniques. In the
first example, performance zoning is rooted in a transit oriented
planning process. Developments in a given station area must
generate no more than a specified level of auto traffic and
therefore must be of a character which will generate a certain
proportion of transit trips. In the parking examples, performance
zoning is being used in a manner that is similar to incentive
zoning. Rather than an FAR bonus, the potential developer is
permitted a relaxation in parking requirements in exchange for
actions (transit use and ridesharing) designed to achieve per-
formance standards (a ceiling level of auto traffic generation).

Transfer of Development Rights

Transfer of development rights (TDR) has most widely been
used to achieve preservation of open space and buildings of
historical importance or architectural merit, and was first in-
troduced in the “Chicago Plan” of 1971, authored by Professor
John Costonis. TDR makes distinguishable (and thus “assign-
able”) the right to develop and improve upon a parcel of land
from fee ownership of the land itself. The technique involves
determining a maximum development potential of a parcel of
land, based on zoning, then assigning the right to transfer unused
development rights from one parcel to another. The recipient
of development rights from one parcel must purchase these
rights from the original owner; or, rights may be transferred
among parcels under single ownership.

The SCRTD in Los Angeles has effectively articulated the
use of TDR in transit applications in two references (48, 49).
Provision of transit service theoretically increases the effective
capacity of parcels for development within a certain distance of



stations, thus creating an impact area which can be used to
create a development rights transfer district, within the bound-
aries of which development rights could be bought, sold, or
leased. The rights could be defined in terms of dollars, dwelling
units, or floor space by use. This would be complemented by
zoning controls and standards for implementing the TDR pro-
cedures.

The Specific Plan for the Metro Rail corridor, developed by
the City of Los Angeles, allows for use of transfer of development
rights to increase densities in station areas, as shown in Figure
8. As shown in the figure, the process involves designating
“donor” and “receiver” zones, based on land use and distance
from the transit station. Development rights are bought from
property owners within the donor zones by owners in the re-
ceiving zones, up to maximums allowed by the Specific Plan.
Owners within the zone immediately surrounding the station
(Subarea 1) are allowed to transfer development rights only
within Subarea 1, thus reinforcing the highest densities in the
zone closest to the station. In Montgomery County, Maryland,
a corridor which has been designated as a TDR reception area,
faces serious capacity constraints. The County is exploring how
their local paratransit service can be used to expand the effective
development “envelope.”

Subdivision/Site Plan Approval Process

In suburban areas, subdivision and site plan approvals rep-
resent a point at which public agencies can negotiate provision
of improvements by developers. Required dedications or “ex-
actions” have universally been used to require street and inter-
section improvements, signs, land for parks or schools, or open
space within the subdivision. In some instances, exactions have
been used to require off-site improvements as well.

Several transit agencies, including Tri-Met in Portland,
SEMTA in the Detroit area, and the Capitol District Transit
Authority in the Albany, N.Y. area, have prepared materials
to aid developers in designing suburban subdivisions to accom-
modate bus vehicle turning radii, and to provide suitable paved
areas and pedestrian connections for bus shelter “pads,” to help
the developers understand the transit agency’s needs in provid-
ing bus service to these low-density areas. An outgrowth of these
handbooks, which call for voluntary action on the part of de-
velopers, is to incorporate these provisions into the subdivision
ordinance itself. This approach, which has been successfully
implemented in Winston-Salem, North Carolina, is best suited
at present for rapidly growing areas that are experiencing con-
siderable new residential construction.

ORGANIZATIONAL MECHANISMS

The literature and case studies clearly show that implementing
development-related benefit-sharing requires new mechanisms
for coordinating transit system planning with the development
process. Depending on the structure and size of the transit
agency, the local and regional government structure, and the
overall attitude of the business community, various types of
organizational mechanisms can be pursued to facilitate benefit-
sharing. Two types of strategies are discussed in this section.
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Transit Corridor Development Corporations/
Authorities

The 1974 amendments to the Urban Mass Transportation Act
authorized the “establishment and organization of public or
quasi-public transit corridor development corporations or en-
tities” to consolidate the transit and development planning func-
tions. Such corporations (TCDC’s) have been used in several
cities (Baltimore, Portland, Boston) to coordinate development
activity in conjunction with new rail starts and major rehabil-
itation projects. Precedent for such entities exists in the nu-
merous Downtown Development Authorities which have been
created to stimulate downtown revitalization in Florida, Mich-
igan, New Orleans and Denver, and the Metropolitan Districts
created in Denver to help fund and coordinate highway and
other infrastructure improvements necessitated by the demands
of new development. Montgomery County, Maryland, tried un-
successfully to secure enabling legislation for a variant of this
mechanism that would have handled development in certain of
that jurisdiction’s Metro station areas.

Implementation of a TCDC involves filing nonprofit incor-
poration papers, establishing a Board of Directors including
public and private sector representatives, and funding the initial
operations. The TCDC is typcially empowered to coordinate
planning and land development, manage publicly owned land,
and issue bonds or secure other types of long-term financing.

Experience with TCDC'’s to date indicates several points wor-
thy of mention regarding their use, as follows:

o As noted by SCRTD, “‘unless the magnitude of documented
joint development opportunities related to the proposed trans-
portation facility are viewed to be quite significant, consideration
of a TCDC is usually not warranted” (14, p. VI-18). SCRTD
itself chose not to take this route for Metro Rail planning.

o Coordination between the TCDC and the transit agency
must be carefully maintained, or the desired integration of transit
construction and development may not occur. Responsibilities
of the transit agency line departments with respect to the TCDC
must be carefully worked out.

« Timing of the potential development and overall market
conditions are critical to the success of the TCDC in imple-
menting coordinated development. Boston’s Southwest Corridor
project is an example of a TCDC whose detailed development
plans for the relocated Orange Line lay fallow due to market
interest up to 1984. Now the plans are being pursued, but within
the new department of development in the MBTA.

Consolidation of Development-Related Functions
within the Transit Agency

Several transit agencies have responded to the challenge of
becoming more actively involved in the development process by
establishing their own land development resources. At SCRTD
and WMATA, this has meant establishing a transit agency
development department to handle development issue related
to new system construction. At the MBTA in Boston, an older
agency with a different perspective on development, the devel-
opment function is being established incrementally.

SCRTD

To handle development related to Metro Rail, the General



A. Subareas 1 and 2 may be both Receiving and Donor Areas. A lot in Sub-
area 1 may transfer Development Rights only to lots in Subarea 1. A lot
in Subarea 2 may transfer Development Rights to lots in Subareas 1 and
2. Subarea 3 shall be a Donor Area only to Subareas 1 and 2, The
Transfer of Development Rights from any lot in Subareas 1, 2 and 3 may
equal, but not exceed such Donor Area lot's development rights under
Section 3.2.A.1(a).

B. A Project in a Receiving Zone may receive Development Rights from more
than one Donor Zone lot.

C. Development Rights transferred from a Donor Zone site may be replaced on
that site by acquiring the Development Rights of another Donor Zone
site.

D. Any additional floor area created by development bonuses shall not be
transferable. Such floor area may only be utilized in the Project which
qualified for such bonuses, unless such Project is a parking structure
as defined in Section 3.5A.7 of this Ordinance.

E. The Department of City Planning shall maintain a record of the Transfer
of Development Rights made, pursuant to_ the provisions of this
~Ordinance. Such record shall be available for public inspection.

F. . Any proposed Transfer of Development Rights shall conform with the

: intent and objectives of this Ordinance. Transfer shall be evidenced by
a notarized document, signed by the owner of the lot or lots involved

and recorded in the Office of the Los Angeles County Recorder in a form
designed to run with the land and satisfactory to the City Attorney.

Such document shall restrict the Development Rights allocated to the
transferor site to the extent that said Development Rights have been

transferred to another site. Copies of such document shall be forwarded

to the Department of City Planning and Building and Safety. -
Source: (50). NOTE; PRELIMINARY, AS OF JUNE, 1984. SUBJECT TO CHANGE.
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Manager established clear development responsibilities for each
department which are summarized in “Policies and Procedures
for Implementing Joint Development™ (Nov. 1983) (571). At the
top level, the SCRTD Board has responsibility for setting joint
development policy and reviewing and approving agreements
both in the negotiation stages (agreements in principle) and the
final contract stages. SCRTD departments are responsible for
reporting any negotiation progress and strategy to the Board
on an ongoing basis.

Reporting directly to the Board is the SCRTD General Man-
ager, who is responsible for directing all staff activities related
to joint development. The General Manager has appointed an
assistant who is the primary contact point for developers and
the liaison between the general manager and the departments.

At the staff level, the Planning Department is responsile for
station area joint development planning (overseeing the con-
tracts with the CRA and the City and County of Los Angeles,
as discussed below), for establishing benefit assessment districts
(as SCRTD is authorized to do by state legislation), for analyzing
the financial feasibility of development proposals, and for pro-
viding staff support to the interdepartmental and interagency
coordinating committees. Each Metro Rail station is assigned
to one of the seven professionals in the department. The Real
Estate Department within Metro Rail is responsible for assum-
ing the lead role in negotiations, determining land availability
for joint development and acquisition requirements for each
station and administering agreements with developers. The legal
department is responsible for drafting agreements and reviewing
legal form and content, and the community relations department
for coordinating community support and meetings. Finally, the
Metro Rail architecture and engineering departments are re-
sponsible for station design and construction issues.

To provide “internal coordination and policy identification
on issues related to joint development and to “present a unified
and consistent approach in dealing with all external parties”
the SCRTD established an interdepartmental Operations, Plan-
ning, Engineering, Real Estate and Architecture committee
(known as OPERA). This committee, which meets regularly,
makes decisions that are binding on the line departments re-
garding SCRTD policy on public private coventures, joint de-
velopment/ value capture and division of infrastructure costs.
Chaired by the representative of the General Manager, the com-
mittee is charged with developing a negotiating framework and
procedure, reviewing developer proposals, establishing SCRTD
negotiation postures and recommending final development
agreements.

Besides the “in-house” OPERA committee, three interagency
committees meet regularly. The Professional Development Com-
mittee (PDC) involves staff level interaction between SCRTD,
the City (Departments of Transportation and Planning and the
Bureau of Engineering), County and the CRA. The Interagency
Management Committee (IMC) brings together the agency
heads. Finally a benefit assessment task force, composed of local
agencies and property owners who might be affected by the
proposed assessment districts, has been formed. A flow chart
delineating how the departments and committees work together
toward implementing a joint development project is included as
Figure 9.

SCRTD has chosen to enter into cooperative agreements with
the staffs of the three land use planning agencies responsible for
Metro Rail station areas to conduct station area master planning
with its UMTA planning funds. The first set of agreements
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covered general station area planning; and a second set will
cover construction, negotiations with developers, and inter-
agency information flow. SCRTD, through being the pass-
through agency for the funding, has ensured its own major role
in the development planning. The other agencies, while they
have welcomed the funding to do the additional work necessary
to change zoning and develop benefit assessment districts in the
station areas, have had mixed feelings about the degree of
SCRTD involvement and their desire to “proceduralize every-
thing.”

WMATA

Established in 1981 as part of a comprehensive reoranization,
WMATA'’s new office of Planning and Development is charged
with carrying out an ambitious Station Area Development Pro-
gram designed to promote and capture potential benefits flowing
from the transit system. In initiating the program, the General
Manager outlined WMATA policy as follows:

o To promote, encourage, and assist in the creation of high-
quality, more intensive development at or near appropriate sta-
tion areas.

o To study the development potential which may exist at
present or future station areas and to prepare a development
program both in an intermediate time frame, with a three to
five year work program, and a longer range time frame.

« To advocate positions before the public, local governmental
entities, the development community and others which promote
high quality, more intensive development at or near station
areas.

The Station Area Development Program, consisting of three
elements—joint development, system interface, and transit zone |
development—is administered by the Assistant General Man-
ager of the Department of Public Services of WMATA, who is
also responsible for management, planning, and implementation
of the Station Area Development Program. The Development
Branch staff in the Office of Planning and Development consists
of seven professionals, a head Development Manager, a Senior
Development Specialist, and four other Development Specialists.
Additional professional support is drawn as needed from other
WMATA departments, such as Engineering and Architecture,
General Counsel, Contract Administration, Real Estate, and
Construction. Figure 10 shows the overall Station Area Devel-
opment Work Program. Lead responsibility shifts in the course
of the planning and development process, depending on which
jobs have priority at a given stage.

MBTA

In 1983, following publication of its Property Management
Study, the MBTA initiated a development program to intensify
the use of its property, capitalize on the opportunity for addi-
tional revenue, upgrade transportation facilities, and allow for
private management of MBTA property. As a first step in the
program, the MBTA General Manager hired consultants to
evaluate development potential at selected MBTA properties.
Nine sites in four categories were initially examined, including:
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obsolete power plants, underutilized land in high market de-
mand areas, parking facilities in commercial areas and town
centers. From these, four sites were chosen for detailed analysis
because they represented a range of issues of interest to MBTA,
including: the Route 128 commuter rail station in Westwood /
Dedham, the Riverside light rail station, maintenance facility
and parking lot at Route 128 in Newton, a surplus property in
Dedham Square, and an obsolete East First Street power plant
in East Boston.

In developing the program, the objective of the General Man-
ager was to devise a process that would not require enabling
legislation or in any way affect existing legislation. Because the
MBTA is a regional authority, responsible to its 79 cities and
towns, it was important to determine whether development of
its land holdings was authorized under the “public purpose”
the Authority was set up to serve. It was also necessary to
determine whether the MBTA could choose a developer based
on economic, market, and design-related criteria rather than
sell or lease land to the highest bidder. Thus a first step was to
contact the Transportation Committee of the State House of
Representatives to make sure the MBTA would not violate any
statutes by engaging in joint development activity and to obtain
approval from the Inspector General that the MBTA had proper
authority to pursue development opportunities and to establish
its own criteria for selling or leasing its property. The conclu-
sions were that the MBTA could sell or lease its property for
development and choose developers providing that “sound rea-
sons in the public interest for choosing other than the highest
bidder were established” (21). Since the MBTA has obtained
these approvals, development projects will be less likely to be
challenged politically or legally.

Other issues that arose early in the process involved the
MBTA’s tax exempt status and its exemption from zoning, both
granted to the Authority, of course, as a public transportation
provider and not as a developer. Clarifying the extent to which
new developments might improve transportation service and
ridership was also a concern. To address these issues, a set of
formal Procedures for Joint Development of Property was de-
veloped by the MBTA'’s consultant and circulated for review to
affected parties. Comments were sought from the MBTA Board
of Directors, the Advisory Board, the transportation committees
in the legislature, the Inspector General, the Greater Boston
Real Estate Board, and the Chamber of Commerce. The result
is the procedures shown in Figure 11. These procedures provide
the basis for dealing with development in a more coherent fash-
ion within the MBTA. Traditionally, the development function
at the MBTA had been carried out by the operations directorate
under the General Manager. Short-term leases or licenses of
MBTA property, on the other hand, were handled by the Real
Estate Management Department. The decision was made to
locate the new development program initially in the Real Estate
Management Department.

Of the projects initially evaluated for development feasibility,
the Route 128 redevelopment project was selected as a “test
case” of the new development functions within the Authority.
The consultants assisted the MBTA in preparing a developer’s
kit for the property, evaluating proposals, and selecting a de-
veloper. The approved development plan consists of a 250 room
hotel with 200,000 square feet of office space in three buildings
and parking to serve the development and MBTA commuters.
The project is currently in the environmental review stage, with
a construction start projected for spring, 1985.

I. Designation of a Site as Surplus for Future ’l"ransportation Needs
II. Board Approval and Notification of Surplus Designation

ITI. Preparation of Preliminary Development Plan and Public Hearing
- Conduct Market Feasibility Analysis
- " Prepare Preliminary »Deve]opnent Plan
- Submit Plan to Local P]JIanm'ng Board or Agency
- Hold Public Hearing in Development Area

- Submit Plan and Responses to Public Comment to Board
IV. Preparation of Joint Development Prospectus (Request for Proposal)

V. Developer Selection
- Convene Development Review Committee
- Review and Evaluate Proposals
- Recommend 2-4 Firms for Negotiation
- Designate Preferred Firm
- Conduct Negotiations
- Obtain Board Approval

- Select Firm

VI. Final Approvals

Source: (52)

Figure 11. Summary of MBTA Procedures for Joint Development

of Property.

With the Route 128 project well underway, the Joint Devel-
opment program has reached a point where it is generally rec-
ognized as being of positive value to the MBTA as a revenue
generator, a source for improved facilities, and an opportunity
to provide more convenient facilities for commuters. The MBTA
has now begun to focus more attention on the program by hiring
a director of development and by making this program part of
the management family of the MBTA. '

Hired in the summer of 1984, the MBTA’s new real estate
development coordinator is responsible for consolidating devel-
opment-related functions within the Authority which have been
dispersed among many departments. The impetus for the new
role is found both in the revenue-generation potential of the
considerable MBTA property holdings and the desire of the
Authority to work with communities within its district to stim-
ulate and ensure appropriate development.

As the development coordinator sees it, the issue in an older
area such as the Boston region is less one of directing growth
than in working with localities to support their established
growth policies. While the MBTA is exempt from local zoning,
its development policy does stipulate that the Authority work
with local communities in deciding the type and extent of de-
velopment on MBTA property. MBTA has a powerful nego-
tiating tool in its tax-exempt status. Development on MBTA
property will thus result in negotiated “in lieu” payments to
the towns as opposed to property taxes. These new revenues
represent a new revenue source for the localities which is outside
the limitations of the Proposition 2-1/2 property tax bill. Beyond



its property holdings the MBTA has substantial financial re-
sources that enable it to participate in development deals, in-
cluding its bonding authority, its pension funds, and its leverage
with the financial institutions with whom the MBTA does busi-
ness.

For the next three years, the new department will take an
incremental approach to consolidating development-related
functions within the agency moving some staff from existing
MBTA departments and slowly adding new staff. The agenda
for the new department will include completing joint develop-
ment projects currently underway, identifying new sites with
sufficient market interest and where the MBTA has something
to gain, looking at development possibilities for core area stations
where the station improvements would be a catalyst for area
redevelopment, and increasing revenue from leases and conces-
sions in stations and station areas. In the longer term, the new
department will look at development possibilities related to the
commuter rail system. Establishing this type of role at the
MBTA will involve gradually changing some long standing at-
titudes: “Development is a dynamic process which is very dif-
ferent {from] providing a service, which is what transit agencies
are geared to do. Even new construction is done to the end of
providing service. In development decisions are made for de-
velopment’ sake (20).

To make the development function permanent, the new staff
is looking eventually to develop ways to recoup a percentage of
revenues generated through the development efforts to pay for
salaries and expenses. To do this, accounting procedures must
be modified to account for income generated by development
separately from other sources. This will help to justify and
protect the development function to build in accountability and
to provide motivation for generating new projects.

While setting up a whole new department may not be justified
in many cases, other transit agencies, both large and small, have
hired consultants to advise their General Managers on real estate
management, financial, and development issues. Such arrange-
ments have tended to occur where the General Manager takes
the initiative in pursuing a more active role in the development
process. Professional development or real estate consultants can
work to educate existing staff on the development process,
agency roles, and benefit-sharing opportunities without the long-
term expenditures necessary for establishing a new office, and
with less resistance from other departments within the agency.

Removal of Legal/Institutional Impediments to
Implementation

Many of the problems in implementing benefit-sharing have
arisen not from lack of knowledge of strategies or appropriate
. techniques for determining benefits, but from legal constraints
on the role of the transit agency and from institutional imped-
iments. The case studies conducted here have shown, however,
that a transit agency wishing to pursue a benefit-sharing phi-
losophy can overcome many institutional and political hurdles
that have hindered implementation. Key to overcoming these
hurdles are: leadership from the general manager, establishment
of constructive working relationships with the other public agen-
cies involved, use of qualified legal, financial, and real estate
experts, and a willingness to use cooperative agreements to
expedite, rather than hinder, implementation.
From the smallest transit properties to the largest, leadership
of the chief executive was in evidence in bringing about suc-
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cessful benefit-sharing. In the smaller transit properties such as
Toledo, Flint, or Bay City, Michigan, the general managers took
a direct role in dealing with the private sector. In larger cities
such as Boston, New York, and Los Angeles, the general man-
ager delegated the responsibility, but only after establishing clear
policies to govern the transit agency role and establishing direct
lines of responsibility from the person in charge of development
negotiations to the manager’s office. If responsibilities are del-
egated, it is important for the person in charge to have decision-
making authority in order to establish credibility with the private
sector. As noted by one, formerly with MTA of New York,
“you need to go out on a limb—take a risk yourself.” The case
studies also showed that the most successful projects and plan-
ning processes occurred when agencies worked together in a
coordinated fashion, maximizing their combined areas of ex-
pertise and authority. The Los Angeles case study illustrates
the use of cooperative agreements and funding provisions to
bring the various land use planning and regulatory powers of
the agencies involved together to plan for the Metro Rail sta-
tions, as opposed to creating new structures which might require
lengthy legislative approvals. By delegating what could be ac-
complished through existing authority, SCRTD could devote
its legislative efforts to establishing new authority for benefit
assessment and excess acquisition. Further, the SCRTD was
able to use its UMTA planning funds to finance the activities
of the other agencies with respect to Metro Rail. This funding
arrangement ensured close coordination of all efforts regarding
the stations, and allowed SCRTD to become more involved with
land use planning than it would have been if it were not the
pass-through funding agency. In Boston, early effort was spent
in gaining a positive reading from the state Inspector General
to make certain that the MBTA could act within its existing
authority to develop its own real estate. By launching the pro-
gram with actions totally under its own control, the MBTA
could establish a positive precedent for implementation before
seeking expanded authority for later projects. In Michigan,
many of the smaller transit properties were closely intertwined
with other government agencies through shared space arrange-
ments or operating agreements. In many of these cases, local
government funds or contributions of land or “in kind” services
were used in a flexible way to match the state terminal program
funds.

All of the cases illustrate the importance of using experts in
the fields of real estate, law, finance, planning, and urban design
to implementing benefit-sharing projects. In real estate and law,
it is important to have qualified advice on aspects particular to
a given locality, such as real estate values, market factors, de-
veloper attitudes, and case law in order to conduct necessary
analyses, draw up necessary agreements, leases, or assessment
formulas. The Denver transit mall assessment formula, for ex-
ample, was carefully worked out based on a thorough analysis
of case law. In finance, it is important to have advisors with
up-to-the-minute knowledge of everchanging tax law and mu-
nicipal finance. In planning and design, it is important to have
expert assistance in formulating site plans, drawing up requests
for proposals, and evaluating proposals submitted. In the cases,
this assistance was gained in several ways. The larger cities had
expertise in house, buttressed by specialist consultant studies.
In Toledo, the expertise of the private sector participants was
utilized by the city and transit agency. In the smaller Michigan
cities, the State DOT provided technical assistance to the transit
properties.
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Finally, implementation is greatly aided by a flexible attitude
toward use of public-private and interagency cooperative agree-
ments. For Toledo’s Promenade Station, for example, four sep-
arate agreements over a period of two years were drawn up
between TARTA, Toledo Edison, Toledo Trust, and the City
of Toledo to cover shared costs for design, construction, and
maintenance. When a situation calling for cooperation arose,
the lawyers involved were not hesitant to break new ground in
drawing up an appropriate document to cover what was needed
to take the next implementation step. An important factor was
that the terms of these agreements were short enough to allow
for future changes if necessary. For example, maintenance agree-
ments between abutters to the pedestrian concourse system may
be amended to a downtown-wide maintenance assessment, now
that the system is expanded to serve more users. In Denver, the
transit mall assessment district boundaries and formula were
both changed in response to property owner petition. Of course,
achieving agreement, even on short-term agreements, requires
a mutual commitment of the parties involved to implement the
project, and consensus among the decision-makers involved.

VOLUNTARY PRIVATE PARTICIPATION

In some situations, private businesses or institutions are will-
ing to contribute to transit facilities without compensating public
contributions. The contributions to capital improvements or
operations are likely to be modest but may be effective in en-
hancing amenities, art work, maintenance, or security. Such
contributions are likely only when they serve coinciding goals
of the private party and the transit agency. Such areas may
include:

1. Improvement of the immediate surroundings of the private
facility, such as upgrading a subway entrance in or near the
property or altering the blighted appearance and undesirable
use patterns at a bus stop.

2. Improvement of the development potential of a site by
tying directly to a transit stop.

3. Improvement of marketing opportunity for a private fa-
cility by marketing the transit connection as well as marketing
to transit patrons. )

4. Specific advertising or display of products (such as mu-
seum display cases in subway stations).

5. Improvement of general community image of the business

or institution through a public service contribution to transit
(often participation of chief executive officers on transit boards
or planning task forces).

6. Contributing to the local share in order to leverage a major
Federal grant (as in the UDAG or Urban Initiatives programs).

Some voluntary contributions are made by the private sector
because it is perceived that the public agencies will not move
expeditiously to respond to a problem. An example is the con-
struction of a bus waiting room by the owners of a shopping
mall in downtown Bridgeport, Connecticut. A major bus stop
and transfer point occurs in front of the main entrance of the
mall. In inclement weather, a large number of transit riders
used the entrance as a shelter, interfering with shopper traffic.
The Transit District and the owner entered negotiations to de-
velop an adjacent vacant storefront as “the Moving Company
Cafe” to provide accommodations and passenger services. The

administrative and legal details of this joint development led to
protracted negotiations until the building owners decided to
proceed on their own and build a waiting room privately. Un-
fortunately, the waiting room is barren and unsupervised and
does not incorporate any of the services originally planned. It
has not succeeded in drawing substantial numbers of bus patrons
away from the mall entrance. This case illustrates that a hasty
voluntary contribution is not a good substitute for a carefully
planned joint development, even if the latter is more expensive
to construct and more complicated to manage.

In Toledo, on the other hand, several corporations, including
the Owens Illinois Corporation, Toledo Trust, and Toledo Edi-
son combined to pay the 20 percent local share on the UMTA
downtown transit loop grant. Their involvement was motivated
by several factors; the city was unable to provide the local share
itself at the time, the transit loop and pedestrian connectors fit
into overall downtown planning such that the companies saw
definite benefits to themselves in providing the monies, and there
the companies shared a general spirit of civic cooperation and
interest in the future of downtown Toledo. The city and TARTA
made special efforts to make sure that they did their part to
implement the plans effectively, ensuring the private sector that
their contributions would not be squandered or spent ineffi-
ciently due to public agency bureaucracy or red tape. In San
Francisco, voluntary fund raising generated the 20 percent local
share to match UMTA’s grant for overhauling the cable car
system.

Other examples of voluntary contributions include the Adopt-
a-Station program in New York City. In this case, private busi-
nesses and institutions like museums agreed to supply amenities,
decoration, displays, and/or art work in subway stations closely
associated with their facilities. Seed money grants (funded by
an initial $1 million UMTA grant) to the sponsoring art or-
ganizations to solicit and administer the voluntary contributions
played an important role. In 1984, this program has been in-
corporated into MTA's ongoing station modernization program.
In order to make voluntary contributions an integral part of
transit design, this type of administrative initiative from outside
the contributing organization is often essential.

Another issue related to voluntary contributions is that they
are often vulnerable to fluctuations in corporate profitability or
policy. It is probably best to anticipate such changes and either
use corporate sponsorship for legitimately one-time efforts (such
as the contribution of a work of art) or obtain a specific time
commitment (such as a five-year security/maintenance assist-
ance program) or have alternative methods ready to substitute.

Finally, apart from physical contributions, the voluntary ser-
vice of corporate executives on transit agency boards and task
forces has proven valuable in gaining acceptance for transit,
marketing programs to employees, and lobbying for funding
referenda. Corporate lobbying efforts are not directed only to
the general public. In Los Angeles, the Greater Los Angeles
Transportation Coalition, composed of the Chief Executive Of-
ficers of major corporations and property owners in the region,
as well as other constituencies affected by Metro Rail, has put
major efforts into Federal and state lobbying to secure funding
for the system. This lobbying has a very practical motivation
from the private sector point of view. Because Federal funds
for the Downtown People Mover in Los Angeles were with-
drawn after substantial private commitments were made, the
private sector in 1984 wants to be certain that Metro Rail will
be funded before they commit further funds or make major



economic decisions based on this project. However, one Los
Angeles businessman noted that the money and time so spent
might more effectively be used by having the public agencies
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tap the financial expertise of the corporate executives for de-

vising alternative funding strategies which would reduce the
need for UMTA funds.

CHAPTER FIVE

FINDINGS—MEASURING THE BENEFITS

Techniques for measuring the benefits resulting from various
strategies must be selected to correspond to the stage of planning,
the type of strategy, and the decisions to be made. This section
presents measurement techniques appropriate to obtain the in-
formation required at various decision points and for various
participants in the process.

As the preceding material has illustrated, the concept of “ben-
efits” in benefit-sharing is not fixed, but is defined differently
for the various participants in the transit-related development

process at different stages in time. Thus, the task of measuring"

the benefits, the level at which benefits must be examined, and
the techniques used differ depending on the stage of planning

and implementation involved. The choice of measurement tech--

niques used by public and private participants at various stages
of the process to identify costs and benefits should be dictated
by: (1) the type of benefit to be measured; (2) the desired level
of detail of the information should be commensurate with the
information needed for decisions which must be made at each
stage; and (3) the cost of obtaining the required information
and conducting the analyses.

The measures of benefit and the analysis techniques progress
in level of detail from broad strategic planning for a system or

corridor (Based on broad aggregate measures of regional activity) -

to detailed short-term cash flow analysis for a development
project (based on very specific income and cost data for a specific
project design), as shown in Figure 12. This figure, which is
keyed to the UMTA transit planning process and associated
planning and development activities outlined in Figure 4, illus-
trates the major stages in the transit/development planning and
implementation process at which measurement of development-
related benefits occurs, benefits typically measured, and typical
measurement techniques used at each stage. The point regarding
benefit measurement is to gear the use of techniques to the
immediate planning or implementation objective, not using any
more detailed or expensive techniques than are necessary to
make the decision at hand. Techniques and data at the level of
detail required to determine special assessment district formulas,
for example, are not necessary to determine the regional effects
of a transit line on land use density.

It is important to note at the outset of this section that
appropriate tools are available for measuring most transit-related
benefits from the range of techniques commonly used by trans-
portation, planning, and real estate professionals. The issues in
benefit measurement as shown by the case studies and literature

are not related to improving these measurement techniques, but
rather encompass the following:

1. Making the initial decision within the transit agency even
to include development-related considerations as a criterion for
planning and design decisions.

2. Establishing sufficient professional capacity (either within
the transit agency or through coordination with planning/de-
velopment agencies) to address development issues.

3. Funding this activity.

4. Obtaining reliable before and after data upon which to
judge impacts for new systems and long-term impacts.

" 5. Assessing the long-term trade-offs between density bonuses
or other considerations offered in incentive zoning ordinances
and transit-related amenities provided in return by the private
developer.

Given these issues, transit agency experience in benefit mea-
surement at various stages of the planning process and appro-
priate measurement techniques are discussed below.

SYSTEM PLANNING/REGIONAL PLAN
DEVELOPMENT/REGIONAL MARKET ANALYSIS

For new system or line planning, regional-lével benefit mea-
surement should take place at the route alignment/station lo-
cation phase of the planning. Route alignment and station
location are critical to determining the potential for transit-
related development and the potential for positive land value
impacts. Within CBD’s, close station spacing can promote as-
sociated development by improving internal circulation within

- the downtown, especially when the stations are located to serve

and connect activity centers (/0). In Toledo, for example, the
downtown transit loop project was specifically designed to serve
development concentrations in the central business district. The
downtown fare free zone enhanced the internal circulation com-
ponent, which was an important selling point for the project
with the downtown community. In downtown and suburban
areas, “proper attention to joint development opportunities can
widen the range of alternative alignments beyond the least cost
alignments” (0). In this regard, the frequent decision to locate
transit lines in highway or abandoned rail rights-of-way, based
mainly on acquisition and construction cost reduction consid-
erations, illustrates the absence of attention to benefit-sharing
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TRANSIT/LAND USE/
DEVELOPMENT PLANNING ACTIVITIES

I.

(SEE FIGURE 4)
System Planning

Regional Plan ﬁevelopnent

Regional Market Analysis

TYPICAL BENEFITS
MEASURED
AT THIS STAGE

Reg'l Transp. Benefits
Economic Benefits/Transit

Conformance of Transit and
Land Use Plans

Regional Development
Potential

APPROPRIATE
MEASUREMENT
TECHNIQUES

Standard Transp. Models

Reg'l Economic Models
Analyze Zoning/Transit
Location Relationships

Analysis of Past/Future
Reg'l Dev't Trends/
Supply/Demand by Use

II.

Alternatives Analysis/
Draft EIS

Masterplanning/Land Use
Regulation

Choice of'Financial
Strategies

Site, Initial Develop-
ment Feasibility Analysis

Transp. ,Econ., Ridership
Benefits of Alternatives

Oevelopment Potential by
Use in Station Areas

Cunparativé Financial Bene-
Fits of Alt. Strategies

Cash Flow/Return on
Investment . *

Cost/Benefit Analysis
Methods

AMRA Method

Cash Flow Models
(i.e., Rice Center)

Cash Flow Models

Analyze Timing in terms
of Land Price, Avai
ability, Interest Rates

111

. Preliminary Engineering
Develop Design Guidelines
Implement Land Use Requ-

lations

Draw Up Financial Formulas

Investment Decisions/
Seek Tenants, Financing

Determine Cost-Sharing
Opportunities

Public Benefits of Design
Elements

Equation of Public Benefit
to Developer Bonuses, Etc.

Specific Benefits of Im-
provement to Owners
Total Costs to be Assessed

Cash Flow/Return on In-
vestment - Design Options

Cost Estimating

Urban Design Analysis

Urban Design Analysis

Impact Analysis

Before & After Studies
Case Law

Examine "Comparables"

Cash Flow Models
Appraisal Techniques

v,

Final System and Project
Design

Design Review

Financial Negotiations

Annual Contributions of,
Financial Returns to
tach Party

Value of Bonuses or other
Considerations

Detailed Pro Formas
Cost Estimates

Construction
Implement Financial
Mechani sms

1

Cost and Time Savings
Long-Term Costs/Revenues

Financial Projections

vI.

Operations/Property
Management .

Monitor Impacts/
Refine Tools if Necessary

Coverage of Continuing
Operations/Maint. Costs

Property Value Changes
Impact Area Boundary
Changes
Identification of

. Unanticipated Impacts/

Costs/Benefits.

Standard Accounting
Procedures

Before and After
Studies

Figure 12. Types of benefits measured and appropriate measurement techniques
at various stages of transit and development planning and implementation.



at this important stage. While such alignments may be less costly
in terms’ of acquisition, the station locations often are removed
from activity centers. Such locations rarely generate pasitive
land value impacts, and can actually generate negative impacts
(10).

Analysis of benefit-sharing opportunities in the early stages
of system level planning and route alignment selection has a
parallel with the regional market scanning a private developer
does to gauge the magnitude, timing, and location of an area’s
potential when he considers a land purchase. But the transit
system’s time frame may be much more long range. At the
system planning stage, the transit agency looks to define overall
regional population and land-use characteristics and trends, ex-
isting and planned transportation facilities that would be com-
peting (such as highways or other transit providers), potential
route alignments for new or upgraded service, compatibility with
areawide plans and policies, and location of future concentra-
tions of activities called for in those plans. In general, trans-
portation and overall economic benefits are measured through
use of standard regional modeling techniques. Measuring the
impacts of transit on development and the impacts of devel-
opment on ridership and operations at this broad level is a
function of determining:

« Extent to which land-use regulation in the transit corridors
and station areas reinforces regional policy; i.e., if the policy is
solely to reinforce the CBD, will the zoning provide incentives
at CBD locations and discourage development at outlying sta-
tions, or, conversely, if the policy is to encourage development
both in the CBD and also regional activity centers, will zoning
allow for higher density at both CBD and outlying stations.

« Extent to which market conditions in the transit corridors
will allow for development to occur at the time of transit con-
struction.

» Extent to which provision of the new service will lead to
land-use regulation, financing strategy, or policy changes.

e Whether or not institutional structures are in place for
implementing regulatory or policy changes.

Thus, the groundwork for developing a benefit-sharing pro-
gram at this stage should include:

o Regional market analysis to determine extent and location
of timing of demand for office, retail, industrial and residential
space (requires broad demographic data usually updated regu-
larly by regional planning agencies).

» Analysis of availability of land for development and extent
of development possible under existing or proposed zoning (as
conducted by Los Angeles City Planning Department for Metro
Rail planning studies).

« Institutional analysis to determine the best strategies for
assembling land and implementing any proposed changes.

o Broad fiscal impact analysis; i.e., short- and long-term tax
implications, and need for services resulting from potential de-
velopment.

o General feasibility analysis of alternative financing strate-
gies.

At the systemwide or regional level, attention to land use and
development concerns is often limited to ensuring that the sys-
tem location is consistent with the comprehensive plan for the
region. This is mandated by UMTA’s original 1976 policy on
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major investments (53, p. 37). In fact, this criterion is easily
satisfied in most cases by planning the system to maximize
ridership or service coverage. Generally, this means that the
service will be located in high density corridors. In Los Angeles,
such an analysis was complicated by the fact that the city’s
zoning itself was not consistent with its master plan, leading to
a requirement for a comprehensive citywide rezoning. In this
case, the transit alignment was accompanied with proposed
higher density zoning in the transit corridor to achieve con-
formance with the General Plan’s objectives.

However, because many corridor analyses limit considerations
of land use and development to those aspects required by UMTA
regulations, they devote relatively little attention to the potential
of major transit investments for improving long range plans (53,
p. 37). Further, many analyses do not consider potential de-
velopment as it might relate to alternative systemwide or cor-
ridorwide value capture strategies; e.g., partial or total financing
of a new facility. Case studies of new construction conducted
for this research in Los Angeles and Portland have shown that
broad strategic planning analysis is conducted, but usually after
basic location decisions have been made. In the case of
WMATA'’s system, early planning was very concerned with
linking those areas designated in the local master plans for
employment concentrations and other intensive land use. The
objectives then were primarily to maximize ridership and reduce
future highway congestion in those corridors, rather than ben-
efit-sharing per se. Some local governments, such as Montgom-
ery County, were very mindful of potentials for transit-related
development, however. Their important inputs into the route
alignment and station site selections were certainly grounded in
concern for future development potential, access issues, and
mitigation of community impacts as well.

ALTERNATIVES ANALYSIS/CORRIDOR AND
STATION AREA MASTERPLANNING/CHOICE OF
FINANCIAL STRATEGIES/INITIAL DEVELOPMENT
FEASIBILITY ANALYSIS

Once long-term system needs are defined, more detailed plan-
ning is pursued at the corridor level, where alternatives analysis
is pursued to identify potential modes and alignments to meet
transit demand. At this stage, land development potential is
evaluated along with land acquisition, construction and oper-
ating costs, traffic and transit demand and operating charac-
teristics, sociocultural factors, and natural and environmental
resource impacts to arrive at overall “cost-effectiveness” indi-
cations for the alternatives. In general, development-related ben-
efit measurement has not been a primary factor in decisions
made at this stage, beyond the extent to which development
influences ridership projections. However, if benefit-sharing or
value capture strategies are to be pursued, alternative devel-
opment scenarios and financial mechanisms at station locations
under considerations should be evaluated in terms of financial
benefits to all parties. In this regard, two levels of benefit mea-
surement are appropriate, depending on whether aggressive land
use regulation or value capture approaches are to be pursued.
These include: (1) planning .and market research techniques;
and (2) property value/financial impact measurement tech-
niques, as discussed below.

Planning and Market Research Techniques

The first level of benefit-measurement is more general, in-
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volving strategic planning or masterplanning at the corridor/
station area level to establish the context for development-
related benefit-sharing of any type. The case studies revealed
corridor-level benefit measurement conducted in Los Angeles
and Portland, as follows.

The *“Milestone Six” process followed by SCRTD for the
proposed Metro Rail line in Los Angeles provides the context
for identifying and measuring the impacts of benefit-sharing
strategies in varying station settings. While the method was
applied in Los Angeles for a new rapid rail system, it is appli-
cable, at the facility level, for any type of major transit facility —
light rail stops and stations, bus terminals, or transportation
centers—as well as for assessing development possibilities at
existing station or facility locations. At the strategic level, mea-
surement objectives are to describe potential benefits in broad
terms and to get a general outline of development and financial
policy issues for station areas along the corridor. This is but the
first step in an iterative measurement process. Here again, the
principle of cost-effectiveness should be applied in the choice of
measurement techniques; i.e., they should be sufficient to pro-
vide a degree of detail appropriate to the level of planning
involved and the imminence of implementation. At this level,
the measurement of benefits is really a planning task—identi-
fying interest groups, overall uses to be considered, and general
categories of impact or benefit.

The SCRTD methodology proceeds as follows:

First, land-use characteristics, market potential and zoning
designations in station areas are analyzed to identify common
characteristics affecting planning and design. For the Metro
Rail system, six categories were developed, including:

Type One:  High Density Downtown Development
Type Two:  Wilshire Corridor Deelopment

Type Three: Major Independent Development

Type Four:  Strong Local Community Context
Type Five:  Under-Utilized Corridor

Type Six: Residential Station

For each category, general land-use characteristics are sum-
marized, development potential is outlined, and types of benefit-
sharing strategies generally suitable for the type of area are
listed. For example, for high-density downtown stations, density
bonuses, parking requirement reductions, transfer of develop-
ment rights, and subterranean connections to transit stations
are proposed as means to achieve development goals. For res-
idential stations, on the other hand, development is neither likely
nor suitable due to community sentiment, strict development
controls, and lack of available sites. Stations in this category
are designated to serve the immediate area and to provide in-
termodal transfer points, with low priority for development
programming or benefit-sharing. At this level, it can be seen
that the analysis proceeds in terms of general land use categories,
summaries of floor space, and broad design guidelines. Data
required to conduct the analysis are readily available from ex-
isting sources. Detailed financial data for individual properties
are not necessary at this point. -

Tri-Met in Portland also used market research and strategic
planning techniques to measure general development potential
for the Banfield Light Rail.Line, through the Station Area
Planning Process (TSAP). TSAP was established in 1980 to
identify how the light rail line will “affect the development,
redevelopment or conservation of neighborhoods along the

route” (54), and to channel these anticipated impacts into de-
velopment programs desired by the communities. The cities of -
Portland and Greshm, Multnomah County, Tri-Met and the
Oregon Department of Transportation participated in TSAP.
The program was funded by a $1.2 million UMTA grant and
was coordinated by the Metropolitan Service District (Metro).

Staff members from the participating agencies worked as a
team under Metro. TSAP helped fund the complementary land-
use planning efforts carried out by the local governments. In
addition, consultants were retained in the areas of market anal-
ysis, transportation, urban design, and implementation for a
total cost of about $375,000.

The market analysis conducted by Economic Research As-
sociates (ERA) was critical to establishing the basic policies and
directions related to private real estate development. The sum-
mary conclusion was that the LRT is not expected to create
new growth in the region, but with sound planning it can in-
fluence where that growth occurs. This conclusion strongly in-
fluenced the type of development-related planning that was
conducted for the station areas. The main thrust of the plans
and resulting zoning ordinances were directed toward shaping
the projected development demand into a pattern focused on
the transit stations and supportive of the existing community
fabric.

The market analysis was also used to give a general indication
of appropriate benefit-sharing strategies to be pursued. It was
concluded that the LRT did not result in sufficient increases in
land value to extract direct contributions from land owners or
developers to the transit project. But it was also concluded that
it was in the very strong interest of both Tri-Met and the
localities to carefully coordinate plans in order to yield benefits
to both sides. The benefits to transit include increased ridership
attracted by concentrating activities at the stations, better access,
and a more comfortable and attractive environment for the
transit patrons. For the station area communities the plans
minimize the impact of station area parking, and help create an
attractive and lively community fabric.

The market analysis was also used to give a general indication
of appropriate benefit-sharing strategies to be pursued. It was
concluded that the LRT did not result in sufficient increases in
land value to extract direct contributions from land owners or
developers to the transit project. But it was also concluded that
it was in the very strong interest of both Tri-Met and the
localities to carefully coordinate plans in order to yield benefits
to both sides. The benefits to transit include increased ridership
attracted by concentrating activities at the stations, better access,
and a more comfortable and attractive environment for the
transit patrons. For the station area communities the plans
minimize the impact of station area parking, and help create an
attractive and lively community fabric.

Property Value/Financial Impact Measurement
Techniques

The literature review revealed two additional benefit-mea-
surement techniques appropriate for use in the corridor /station
area masterplanning phase if more detailed property value or
financial information is required to establish the basis for par-
ticular zoning, value capture, or assessment techniques.

The first, presented in the AMRA study (7), was designed
to estimate aggregate increases in land value in a station area



which are attributable to transit. While the method was not
applied for a single system in their study, it might successfully
be applied in developing benefit-sharing strategies in the station
area planning phase. The authors, in fact, suggest that “the
methodology should be employed, as it is ultimately intended,
within a planning context . .. to suggest station locations and
even route alignments” (7, Vol. 1, p. 38). The method recognizes
three constraints on realizing property value increases: (1) mar-
ket constraints, (2) difficulties in assembling large enough par-
cels for development to be feasible, and (3) zoning constraints.

As stressed by the authors, such detailed measurement of land
value increases as performed in their case studies is only nec-
essary for (1) “taxing techniques, such as benefit assessment
which rely on neither the ordinary assessment price nor sales
prices to determine property value; and (2) some regulatory tech-
niques, such as special districts involving mandatory controls
which impose heavy costs on developers and do not rely on
developer initiative” (7 Vol. 2, p. 6).

The authors also stress that “a first step in using this method
is to choose a real estate consultant—usually a real estate ap-
praiser or economist—who possesses extensive experience in the
analysis of development conditions within a given metropolitan
area.” Large transit agencies often have such professionals on
their real estate or property management staffs. Smaller transit
agencies may have their local planning or development agencies
perform this function, or else hire a consultant.

Steps in the methodology include:

1. Describe existing development in the station area.

2. Describe the station itself, boardings, completion date and
place in the overall system.

3. Map existing zoning.

4. Analyze land value history in the area and current sales
prices and compare with other areas.

5. Define impact area boundaries, based on zoning, physical
barriers, and walking distance from the station.

6. Describe anticipated future zoning, likely market and pre-
dicted future development (10-15 year time frame).

7. Summarize total existing property values in impact area,
in terms of total square footage, and broken down into land
value and value of improvements on a square foot basis.

8. Estimate land value increases .due to transit, based on a
synthesis of comparable land value, supportable land value by

potential intensity of development and relationship of land value

to total development costs.

The methodology was applied in 14 station area case studies
in four cities. The impacts vary greatly in the 14 cases, with
larger impacts shown for downtown stations which draw upon
patronage afforded by the entire system. The value of this
method for station area planning lies in its identification of
potential development sites, its indication of likely overall rev-
enues to be generated from the new development and property
value impacts, and its guidance in formulating value capture
strategies at appropriate locations. Not only is the method prac-
tical and easy to use, relying on accepted techniques of land-
use planning and real estate appraisal, but it is also specifically
geared to a transit application. Since the AMRA study is avail-
able now only through the National Technical Information Ser-
vice (NTIS), it is recommended that the study be reprinted for
broader redistribution, given the current revival of interest in
benefit-sharing.
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The second financial impact measurement methodology was
applied in the Rice Center study of Revenue Forecasts for In-
novative Light Rail Financing Options in Denver (/3). This
method uses standard cash flow analysis procedures employed
by developers to evaluate the magnitude of revenues that can
potentially be generated by alternative benefit-sharing tech-
niques, including:

Lease or sale of undeveloped air and ground rights.
Lease or sale of developed air and ground rights.
Lease of concession space.

Tax increment financing.

o Turnkey ventures.

This benefit measurement technique involves three major
steps, summarized here:

1. Identifying development programs at stations, based on
system background, community background, development
trends, market factors, and zoning constraints.

2. Selecting appropriate value capture techniques for three
scenarios: conservative, moderate, and aggressive.

3. Forecasting resulting revenue for each scenario through
use of the “cash flow model,” developed by the Rice Center in
1976 and subsequently updated.

The Rice Center method parallels the SCRTD “Milestone
Six” process in that policies and plans for benefit-sharing are
developed for the entire system on a location-by-location basis,
with the development programs and benefit-sharing strategies
specifically developed to suit market conditions, surround-
ing land uses and controls, and community concerns at each
location.

The cash flow model, reproduced in Figure 13, was applied
to develop a systemwide program for Denver, but can also be
used to evaluate strategies at individual locations. A useful fea-
ture of the cash flow model is its distribution of costs and benefits
over time, to show not only immediate effects of development
implementation but also implications for 10-15 years into the
future. This method is useful also in seeing how various strategies
can be packaged to meet a systemwide value capture target or
goal.

PRELIMINARY ENGINEERING/LAND-USE
REGULATION/FINANCIAL FRAMEWORK
DEVELOPMENT

Once the general parameters of station location, zoning and
development policy, and financial strategy are determined, ben-
efit-sharing involves formulating specific plans for station area
development and doing the preparatory work necessary to im-
plement the specific benefit-sharing strategies which are to be
pursued. While benefit measurement in the first two planning
phases was pursued at a broader geographic level, implemen-
tation of specific strategies for each station area must be based
on more detailed information regarding actual design features
(as developed in the preliminary engineering phase) and the
impacts of transit on individual property owners.

Benefit measurement at this stage necessarily becomes more
detailed because parameters such as the boundaries and density
limits for zoning districts, impact areas and formulas for benefit
assessment areas, or bonus provisions for incentive zoning or-
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The cash flow model used in this type of value capture analysis
determines the amount of revenue that transit a agency can
generate on an annual and cumulative basis by various value
capture techniques. The model has the capacity to evaluate the
profitability of six different scenarios using the same data
bage from the perspective of either the private investor, the
transit agency, or both. The mcdel also has the capacity to
analyze a proposed project with more than one scenario and more
than one participant (e.g. one or more private investors, with
or without the transit agency).

The scenarios are:

® Develop/Lease - in which the transit agency acquires land
for station development and/or adjacent development,
develops the site, and leages the facilities to private
investors.

° Develop/sell - in which the transit agency acquires
adjacent land, develops the site, and sells the facilities
to private investors.

¢ Lease - in vhich the transit agency leases undeveloped air
rights or land within the station site to private investors.

) Sale - {n which the transit agency holds air rights or
adjacent land for a period time before selling the propecty.

[ Special Benefit ,Asgsesament - in which the transit agency
finances the cost of construction using revenues from
assessments collected from property owners within a
predetermined district, considered to be benefitting
directly from the transit improvements.

® Tax Increment Pinancing (TIF) - in which the transit agency

finances the coat of construction using property tax
revenues collected on the increase in propecrty values
attributable to the development of the transit system. The
TIP District is usually larger than the special benefit
aggessment district which includes only those properties
directly benefitting from the transit system.

Input

To evaluate the cash flow of different scenarios, three
computer programs were developed: {1l) a sale model,
tepresenting a sale of properties, (2) an income model,
representing a lease of properties which generates a stream of
income over a fixed term, and (3) a tax model, representing the
special benefit and tax increment financing methods of
taxation. These computer programs analyze the "flow® of
dollars over a fixed term generated by a given land use project
at a specific station., The programs take into account such
factors as the tax status of participants, capital gains
cealized from property sales, and inflation rates, as well as
depreciation of the project, amortization of debt, and
conditions of the local real estate market. Hence, the
programs analyze a project for a transit agency by the same
rethods used by private sector real estate developers and
investors.

A number of input factors are needed to perform cash flow
analysis. These factors are based on economic and financial
assumptions about market demand for various land uses, about
inflation and interest rates, and on legal assumptions about
the authority of the transit agency to purchase, lease, sell or
tax property. In general, the models require the following
input:

1) The land uses proposed for development in terms of square
footage of building requirements.

2) Land costs.
3) Project construction costs.

4) Cost, term, and amount of money borrowed to coanstruct the
facilities.

S) Marketability and vacancy rates.
6) Years in which the project is to be completed and sold.

7) 1Income and capital gains tax rates of the participants
(which is assumed to be 0%, if it is the transit agency,
since government entities are tax exempt).

3) 1Inflation rates for conatruction, expenses, and land costs.

9) Local tax rates.

Qutput

The computer programs produce results which can be used to
evaluate the profitability of the investment on an annual and
cumulative basis. It aleo calculates the net present value of
the total accumulated cash flow for a 'variety of discount

rates. Por projects that involve leases, the program
calculates:

[ Net Operatlng Income: the amount of dollars which the
project generates annually.

@ Cash Plow After Taxes:
taxes,

the amount of annual income after

¢ Cash Rate of Return:
total investment,

the ratio of net operating income to

L] Internal Rate of Return: the Jiscount-rate at which the
sum of the discounted costs and revenues equals zero.

Por projects that involve sales, the program calculates:

o Revenu= at Sale: the amount of dollars for which the
property can be sold in a particular year.

[} Proceeds After Tax: the net tevenue which the project
generates at sale, minus capital gains, ordinary income

.taxes, 3ale related expenses, and the outstanding mortgage
balance.

[} Return ‘on Bquity: the ratio of the owner's net proceeds
after tax to the owner's initial investment in the project.

For the taxation scenarios, the program calculates:

® Total Tax Base: the assessed value of the properties
within the taxing jurisdiqtion, including existing and uew
improvements and increases in land values.

o Special Benefit Assessment Revenues: revenues collected
from the special assessment on property values.

@ Tax Increment Revenues: the revenues collected Ly the
property tax on the increase in the total tax base for a
given year over the total tax base in the predetermined

base year.
Source: (13), Appendix A, pp. A-1 - A-3

Figure 13. Cash flow model for value capture analysis (RTD, Denver).



dinances must be defined. Because the end products of this
process have the force of a legal contract, or of a law or reg-

ulation, parameters must be specifically measured to ensure

equity and fair charges or bonuses in terms of land use types,
densities, and market factors. Thus, detailed data on factors,
such as trends in property values by parcel, rental values, and
ownership patterns, must be developed in order to determine
the precise boundaries of zoning and assessment districts and,
for special assessments, the types and extent of transit-related
impacts affecting owners, residents, and businesspeople at vary-
ing distances from the transit facilities.

Benefit measurement at this level is most often the respon-
sibility of the local planning agency rather than the transit
agency itself, and the techniques for identifying types of impacts
and delineating impact areas are, again, essentially planning
techniques. Of course, when the transit agency is seeking a direct
value capture benefit from the zoning or financial strategy being
pursued, or when UMTA is funding the planning efforts, transit
agency involvement is likely to be stronger. The case studies
have shown various forms of cooperation between transit agen-
cies and local planning agencies to perform the analyses nec-
essary to identify benefits and set impact area and zoning area
boundaries for transit station areas.

In Los Angeles, UMTA has funded detailed station area
masterplanning for the Metro Rail stations, which is carried out
by the three local planning agencies which have jurisdiction over
the 18 stations under subcontract to SCRTD. UMTA funded
this effort with the understanding that the work was “over and
above” the planning work the local agencies would have done
in any extent in anticipation of Metro Rail. The preparation of
specific station area master plans involves three basic steps:

1. Establishing the legal context for zoning, development re-
views, and benefit assessment district formation.

2. Developing site-specific development plans and design
guidelines for station areas.

3. Putting implementation mechanisms into place.

In carrying out these steps, SCRTD has entered into coop-
erative agreements with the City, County and Community Re-
development Agency of Los Angeles to conduct detailed station
area planning for station locations within each jurisdiction. The
planning follows a two-stage process. In the first stage, plans
have been prepared for each station area to regulate the max-
imum amount of total development to be permitted within each
station area. The City has developed a “Specific Plan” for the
transit corridor that is actually a revision to the zoning ordi-
nance. The specific plan sets forth the ground rules for density
bonuses in return for provision of direct connections to the
transit stations or other transit features, as well as Transfer of
Development Rights to allow higher densities in the immediate
station areas. Provision of transit improvements is equated in
value to specified FAR bonuses, as discussed in the description
of incentive zoning, above. The value equation is based on units
of traffic impact resulting from land use types (defined as
“trips”’), whereby bonus square footage which would generate
a certain number of vehicular “trips” is allowed in return for
transit facility provision. The County has produced ‘“station
area plans” for its stations, which cover the same issues, but do
not have the force of law. The County has also incorporated
zoning incentives into these plans in station areas, but is hesitant
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to make the plans public until plans for extending Metro are
definite, for fear of speculation. For stations within urban re-
newal areas, the CRA has produced ‘“‘redevelopment plans” at
the same level.

At the more detailed level, development feasibility, urban
design, and implementation strategies are being analyzed for
three impact zones within each station area by the three local
agencies. The elements included in these plans are described in
Figure 14. Through its coordination of these plans, SCRTD is
taking a lead role in station area land use and development
planning to set the framework for private investment, yet is
using the institutional and staff resources of the local agencies
involved to supplement its own staff and to translate the plans
into definitive regulations and development guidelines.

In Portland, also, a station area planning process was used
to define and initially measure transit-related benefits. In this
case, the urban design and development plans for each station
area, developed under the lead of a Portland architect and urban
design firm who are also the architects for all of the LRT
stations, provide the basis for zoning changes and bonuses. The
urban design study provides a description and analysis of the
physical characteristics of each station area (called here the
“Urban Frame”). It identifies most likely and desirable sites for
development and sets out plan guidelines, criteria, and illustra-
tions for preferred development patterns. The principle behind
all the plans is to achieve a degree of compactness and ease of
pedestrian circulation around the stations and to protect the
existing neighborhoods. Through a participatory process, the
plans were eventually incorporated by each local jurisdiction
into revisions to its Zoning Ordinance to guide development in
the direction provided by the station area plans.

1. IMPACT AREA DEFINITION

-- Immediate station impact area (to 600 feet from station)
-- Primary station impact area (to 1,200 feet from station)
-- Secondary station impct area {1,200 feet -- 1,800 feet from station)

2. DEVELOPMENT COMPONENT

-- Assessment of development opportunities

-- Identification of joint development/system interface opportunities
-- land use mix

-- Urban design concepts

-- Public amenities

-- Joint development/value capture opportunities and tools

3. DESIGN COMPONENT

-- Identification of sites to treat in detail

-- Three dimensional design plans

-- Detailed sections illustrating station interface,
integration of public/private spaces

4, IMPLEMENTATION COMPONENT
-- Applications of joint development/value capture tools to
specific sites
-- Application of development controls

-- Application of bonuses and incentives
-- Benefit analysis (with SCRTD)

5.  AGENCY REVIEW AND PUBLIC PARTICIPATION .
Source: (55)

Figure 14. Los Angeles Metro Rail station area development plan’
summary.
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The Zoning Ordinance changes, such as the Multnomah
County Transit Station Area Zoning Ordinance, establish special
zoning categories in the vicinity of the stations including medium
and high density residential, neighborhood and general com-
mercial, and office districts. These new zones are distinguished
from preexisting zoning categories by a greater level of attention
to eliminating traffic conflicts, concealing parking lots, ensuring
a desirable pedestrian environment, facing commercial struc-
tures towards the transit stations and setting minimum criteria
for density and building mass near the stations.

In New York City, the Midtown Office of the City Planning
Commission is working at the station area level to develop
quantitative cost/benefit measures to assess whether bonuses
offered by the incentive zoning ordinance are equal in value to
the transit contributions made by the developers. In this case,
where demand is high, and densities extremely high, the public
is beginning to question whether developers are reaping undue
profit from the density bonus provisions. When measures are
developed, they will be used as general guidelines in evaluating
development proposals to help streamline decisions which are
all made today on a case-by-case basis. The results of this work,
which is seeking to avoid some of the problems encountered in
offering density bonuses offered for pedestrian plazas on Man-
hattan’s East Side, will help to fill another gap in terms of
benefit measurement as it relates to zoning techniques.

In Los Angeles, planning efforts are also laying the ground-
work for implementation of benefit assessment districts in the
station areas by defining impact areas and delineating types of
impacts. In this area, SCRTD is taking a lead role. As discussed
above, detailed measurement of property value and other im-
pacts is necessary to prepare for use of this technique in order
to assure that charges are equitable between stations and that
those assessed receive equivalent benefits from fees paid. Here
the difficulty of benefit measurement is directly related to the
exact nature of the purposes of the assessment. If the assessment
is related to a fixed product, such as maintenance, the mea-
surement of the benefit is relatively easy; i.e., proportion the
maintenance budget according to services actually provided at
varying distances from the facility. As the product to be covered
through the assessment becomes more amorphous (i.e., transit
operating deficit), the measurement of benefit and the political
acceptability of the special assessment become more difficult,
as shown in the case of the San Francisco downtown transit
assessment district. Here, costly consultant studies were under-
taken to calculate the costs for transit service which provided
a special benefit within the proposed downtown assessment dis-
trict, using a method that involved measurement of access to
nearly 350 grid square areas to identify ‘“‘the contiguous area
receiving an extraordinary level of service” (37). The studies,
which required original data collection and analysis methods,
were exceedingly costly. However, after all this expense, the
assessment district has been tabled by the city council due to
lack of consensus on the overall concept.

One way to avoid costly data collection is to rely on “com-
parable” data from other locations. In Los Angeles, however,
SCRTD has attempted with little success to develop comparable
information on property value changes in other cities that have
built new transit lines. Long-term data at the level of detail
required to apply the results to the Los Angeles situation have
simply not been collected for most transit lines. In the absence
of this information, the SCRTD planners are conducting their
own surveys of property value trends in the corridor, and in-

terviewing property owners regarding perceived benefits of the
rail line. This research was still in process as of summer, 1984,
and not yet available to the public. The problems of SCRTD
point up a true problem in benefit measurement—the lack of
“before and after” studies or “comparables’” upon which to base
projections for new facilities in other cities.

One approach to measuring transit impacts which solves this
problem is to wait until the facility is constructed, and conduct
studies of its actual effects. While this approach precludes ob-
taining revenues from “Day 1” of construction, a variation is
to set an initial boundary based on the best available data,
reserving the right to alter it after an initial term based on actual
impact data. In Denver, a transit mall assessment district (Mall
Management District) was enacted by the City Council in 1978,
prior to construction, based upon the best local knowledge on
mall impacts that could be obtained at the time, and knowledge
of the continuing maintenance and promotion functions which
would need to be funded through the district. However, during
the first year of mall operation (beginning in October 1982)
based on petition of property owners both within the initial area
and in the rest of the downtown, planning began to expand the
assessment area based on ‘“before and after” evaluation of the
actual nature and extent of benefits provided by the mall.

As discussed earlier in the section describing benefit assess-
ment district techniques, two studies were conducted for Down-
town Denver, Inc., to prepare for expansion of the initial district.
The first, conducted by Gladstone Associates (33), set forth the
general types of benefits provided by the mall. The second,
conducted by A. G. Bowes and Son, Real Estate Valuation
Consultants (34), developed the actual formula for determining
degree of benefit and apportioning annual mall costs to specific
districts. The straightforward steps in the benefit measurement
methodology, as described in Ref. (34), are the following (refer
to Fig. 7 for district boundaries):

1. Define mall location with respect to overall downtown
area boundaries in terms of zoning requirements and land use.
In this case, the downtown was defined as the limits of the B-
5 and B-7 zones (Fig. 7).

2. Inventory all downtown land use in terms of five cate-
gories, as follows:

a. Office, defined in terms of net leasable area and land
area.

b. Retail, defined in terms of total building area and land
area.

c. Warehouse/factory, defined in terms of total building
area and land area.

d. Miscellaneous (including residential), defined in terms
of numbers of units or total building area and land area.

e. Vacant or parking use, defined in terms of land area
only.

3. Map concentrations of each type of use within total down-
town area.

4. Define area to which special benefits from Transitway Mall
accrue, based on consideration of the following criteria:

1. The special benefits of the Mall Management District must
have some relationship to the purposes for which the Mall
and its terminals were constructed;

2. The special benefits accrue to properties within reasonable
walking distances from the Mall and its terminal facilities;

3. Types of uses and intensity of use permitted, and parking



requirements or lack of parking requirements in the B-5
and B-7 zones;

4. The concentrations of people already established by existing
downtown -developments;

S. The areas in which special benefits can be distinguished
from general benefits; and

6. The areas encompassed by lines that are as straight as
possible. (34, p. 41)

5. Allocate proportional mall benefits within the boundaries
of the benefitted area, through a three-step analysis, as follows:

a. List all reasons for benefit that will result from mall
activities. Ten ‘“‘benefit reasons” were developed, as de-
scribed in Figure 15.

b. Assign weights (benefit points) to each characteristic
(see Fig. 15). (It is interesting to note that property
value increases were assigned a weighting near the bot-
tom of the benefit scale, because, ‘“‘as opposed to all
other features, this factor probably increases in impor-
tance in inverse proportion to distances from the
mall, ... we cannot see how the amount of special
benefits can be related to the benefitted properties in
direct proportion to the present land values or present
revision of land values proposed to the Assessor’s Of-
fice, ... [and] it might be that the areas near the con-
fluences of the Mall and the terminal buildings might
over a period of years attain greater proportionate spe-
cial benefits than the land closer to the center of the
downtown district. Also it is significant that the points
of higher land assessments for ad valorem taxes are on
17th Street while the points of highest special benefits
are on 16th Street” (34, pp. 51-52). Further, the con-
sultants warned that ‘“increase in land value ... does
not necessarily mean a measurable jump in land prices
within a short period of time after mall completion.
Rather, it denotes the difference over a longer period,
say 10 years, between what the land values would be
without the Mall and what the level of land values
would be with the Mall” (34, p. 49). Thus the criterion
of value increases was expressed in terms of probable
increases in market value, rather than actual measure-
ments. '

c. Select boundary lines for each zone, based on concen-
trations of uses. '

6. Demonstrate how probable land value increases in bene-
fitted areas will exceed capitalized value of mall operating budget
over time.

7. Distribute operating costs based on total operating budget
for District, percent of total land area square footage per zone
(as opposed to total assessed value), and a modification of the
formula to eliminate possible inequities between the B-5 and B-
7 zones (Fig. 16). Within each of the zones, the square footage

area of ownership, divided by the total square footage in the

zone, multiplied by the B-5 versus B-7 rate for that zone, is
used to determine individual property owner assessments.

Three major observations can be made about the applicability
of this method to other types of projects or to other areas, as
follows:

1. The client for this study was not the transit agency, but
the direct beneficiary of the proceeds of the special assessment—
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Total
Benefit Maximum Zone Zone Zone Zone Zone
"Reasons" Points 1 2 3 4 5
Proximity 100 100 100 75 50 25
Higher net income 80 80 80 60 40 20
Lower employee costs 80 80 70 40 20 10
Increased security 70 70 40 20 10 5
Maintenance costs 70 70 60 10 5 . 5
Commercial intercourse 50 50 40 30 20 10
Increased demand for
transient housing, cultural 40 40 30 30 10 10
Improved health, sanitation 40 40 2 10 5 5
Probability of value increase 30 10 10 20 20 30
Recreational betterments ) 30 30 20 20 5 5
TOTAL . 590 §70 425 270 140 100
Total of all zones 1505
Percent in zone 38% 28% 18% 9% 7%
Source: (34, p. 53)

Figure 15. Calculation of “‘special benefit points” by zone— Den-
ver Transitway Mall.

Downtown Denver, Inc. In this case, the transit agency was
not the appropriate client to initiate the study. In cases where
the transit agency would be the direct beneficiary, such as Los
Angeles, it would be more appropriate to have the transit agency
commission the study.

2. A professional real estate valuation consultant was selected
to perform the study. Use of professionals ensured:

a. familiarity with the parameters to be measured and
conditions specific to downtown Denver.

b. Use of appropriate methods.

c. Credibility with the downtown community.

3. While probability of land value increases due to the Mall

" was one important benefit to be measured, the study found that

in this case other factors were more important determinants,
and that property values were not the appropriate basis for
levying the assessment. It was important to show, however, that
probable increases in land value would equal or exceed the
assessment fees paid over time. Because the assessment was so
low, this was relatively easy to demonstrate.

FINAL DESIGN, PROJECT PLANNING AND
PUBLIC-PRIVATE NEGOTIATIONS

At the final design level, cost and benefit measurement must
be undertaken in the most detail to provide the basis for ne-
gotiating leases and cooperative agreements. At this level, de-
tailed financial information must be developed as the basis for
cost and benefit-sharing. Such analysis is ideally undertaken
when the transit facility and the adjacent development are de-



16TH STREET TRANSITWAY/MALL
DOWNTOWN MALL MANAGEMENT OESTRICT
DISTRICT EXPANSION PROJECT
DISTRICT ALLOCATION AS APPROVED BY THE BOARD OF DIRECTORS ON JULY 21, 1983 !

Approved 1984 Budget Estimate - $1,675,000

% of Share of Assessable lonez Share per B-7 lone Area B-7 Dollar B-7 Discounted 8-5 Dollar B-5 8-7 B8-5 Share  B-7 Share
Zone Budget  Budget{§) Area (Sq. Ft.)  Sq. Ft.(§) (Sq. Ft.) - Share ($) Share ($) Share  Share 8 Share 8 per SqFt($) per Sqft({$)
1 38.00% $ 636,500 1,474,312 $00.4317 149,964 $ 64,739.46 $ 31,322.50 §$ 605,177.50 36.13% 1.87% $00.4570 $00.2089 .
T2 28.00% 469,000 1,390,014 00.33724 150,240 50,690.98 23,115.00 445,885.00 26.62% 1.38% 00.3597 00.1539
3 18.00% 301,500 1,504,264 . ) 00.2004 199,986 40,077.19 21,440.00 280,060.00 16.72% 1.28% 00.2147 00.1072-
L] 9.00% 150,750 1,182,830 00.1274 187,648 23.906.36 R 12,562.50 138,187.50 8.25% .15% 00.1389 00.0669
5 __1.00% 117,250 1,109,307 00.1057 201,922 o 21,3436 10,887.50 )06,362.50 _6.35% _.65% 00.1184 00.0516.
100.00% $1,675,000 6.660.727 889,760 A $ 99,327.50 $1,575,672.50 94.07% 5.93%

1 .
On July 21, 1983 the Board of Directors of the Downtown Mall Management District adopted the A. 6. Bowes & Son, Inc. Benefit Study , dated July, 1983,
subject to a 1984 budget estimate reduction from $1,750,000 to $1,675,000 and the ‘exempuon of certain govermntally-oma properties from the spectal

assessment.

2 The special assessment formula, as recommended by A. G. Bowes & Son, Inc., |s based on square footage of land area.

8/26/83

Figure 16. Summary of Denver Mall Management District Budget Assessment—1983.
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signed simultaneously so that potential coordination problems
can be identified early and cost-sharing agreements negotiated.
However, when simultaneous design is not possible, the station
design must take into account possibilities for future connections
to development sites. In Washington and Los Angeles, knockout
panels within the stations have been used to accommodate po-
tential future connections which might be made. As the SCRTD
Real Estate Director noted: “Our emphasis now [in the early
Metro Rail planning] has to be not to preclude development
opportunities. Developers need a return today. They are willing
to take a risk of not providing a connection today if transit is
not coming for seven years” (16). However, developers, if they
will not go so far as to construct a transit connection in advance,
are often willing to alter designs to accommodate a potential
future connection, as evidenced by projects built in advance of
transit allowing easements or using knockout panels in Toledo,
Boston (SW Corridor), Los Angeles and Washington. Mea-
surement of these benefits is a function of identifying oppor-
tunities in the design and estimating the costs of providing for
the connections in advance versus altering the project later. This
type of benefit measurement can be facilitated through use of
the same architects and engineers. Use of the same firms has
obvious advantages in coordinating design elements and in en-
suring consistent cost estimates. In Los Angeles, for example,
the CRA has hired SCRTD’s engineers to investigate connec-
tions to the Pershing Square station.

In order to participate effectively in the negotiations that
occur in the design process, the transit agency not only must
seek to incorporate its own future needs into the planning and
design, but it-also must have an understanding of the objectives
of the private developer and the local government unit involved.
The case studies conducted for this project did not cover the
dynamics of project-level negotiations in detail, both because
data were generally not available for negotiations in progress,
and because the subject is well covered in the Urban Land
Institute report, Joint Development: Making the Real Estate-
Transit Connection (10), which provides step-by-step descrip-
tions of negotiations (or “deals”) conducted for seven major
joint development projects, and is an excellent source on this
subject. However, the objectives of the participants as they in-
volve benefit measurement include the following.

In the design phase, the developer works to:

o Select the type of development and mix of uses appropriate
for the market and site.

e Make early marketing and income decisions, taking into
account risks involved in terms of time and investment of capital.

e Make initial financial assumptions and run preliminary
development budgets. :

» Make preliminary design and building system decisions.

e Put together the design team—architect, engineer, con-
tractor, leasing agent.

» Begin the public approval process.

o Find a lead tenant (office or retail).

e Approach potential lenders.

The local government agency, on the other hand, has a
broader mandate to consider:

o The appropriateness of land-use mix and density.
o Effects on adjacent environment and neighborhood.
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« Financial implications in terms of taxes or in lieu payments.
» Auvailability of infrastructure and responsibilities for fi-

. nancing necessary capital improvements.

At the same time, the transit agency should be looking at:

o Effects of the project on ridership and operating costs.

e Accessibility and parking (especially potential conflicts
with transit user needs).

o Unique operational and structural requirements.

» Potential legal restrictions on the land, building, or air
rights.

» Revenue implications in terms of leases or benefit assess-
ments.

While objectives vary depending on the type of development,
the “bottom line” for all parties in negotiating final agreements
is generally financial return. In general, certain key measures
are evaluated in determining financial feasibility, as summarized
in “Public Private Partnerships for Economic Development: A
Reference Manual for Local Government (56), including:

o Net operating income (NOI), which is operating income less
operating expenses before debt service payments. Generally,
lenders require NOI to be 1.25 to 1.35 times the debt service.

o Cash flow, which reflects NOI after debt service payments,
and is generally calculated on a year-by-year basis until the debt
is retired.

o Eguity retirement, which is the difference between total
development costs (including land acquisition, site preparation,
construction, indirect, and financing costs) and the amount of
debt that is covered by NOIL.

o Return on investment, which is basically cash flow divided
by required equity. Calculated on a discounted cash flow basis,
return includes expected future income flows, tax shelter ben-
efits, and future sales proceeds.

Income and cash flow are typically evaluated in a “pro forma”
statement which summarizes costs and revenue to obtain a “bot-
tom line” indicator of return on investment, as shown in Figure
17, for a mixed use development. The developer uses this pro
forma statement to obtain commitments from lending institu-
tions for long-term or “permanent” financing and also interim
financing to cover start-up costs and the construction period.
Figure 17 summarizes development costs, operating costs and
benefits, and investment requirements as shown below:

¢ In the first section, all actual development costs are sum-
marized, including interest costs, to obtain a total project cost.

o In the second section, operating revenues and expenses are
estimated to obtain an estimate of net operating income (NOI),
line 13. From this figure, an estimate is made of the maximum
yearly debt service which can be covered by the operating in-
come. Lending institutions typically limit the maximum mort-
gage payment to 70-80 percent of income; in this case it is 77
percent. Subtracting the debt service from the NOI yields cash
flow before taxes (line 15).

o In the third section, the maximum debt service payment
which the development can carry is used as the basis for esti-
mating the required equity—in this case, 62.5 percent, the pre-
tax return on investment and the internal rate of return (after
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Development Costs

1. Acquisition of Land $1,050,000
2. Site Preparation 350,000
3, Subtotal Land Development (1 + 2) 1,400,000
] Construction Costs (100,000 sq. ft. @ $50) 5,000,000
5. Indirect Costs and Financing 2,100,000
6. Total Costs (3 + 4 + 5) $8,500,000
Operating Results

7. Office Revenues (90,000 sq. ft. @ $18) $1,620,000
8. Retail Revenues (10,000 sq. ft. @ $9) 90,000
9. Subtotal Revenues { 7 + 8) $1,710,000
10.  Less vacancy (5% of 9) ( 85,500)
11. Total Revenues (9 - 10) $1,624,500
12, Operating Expenses (45% of 11) 731,500
13.  Net Operating Income (11 - 12) $ 893,500
14. Maximum Debt Service (13/1.3) 687,300
15. Cash Flow Before Taxes (13 - 14) $ 206,200
Investment Results

16. Maximum Mortgage (14 @ 18% @ 30 yrs) .$3,791,700
17. Required Equity (16 x 1.4) 5,308,400
18. Percent Equity (17/6) 62.5%
19. Return on Investment - Cash, pretax (15/17) 3.9%
20. Internal Rate of Return -- after tax 5.1%

Source: (56, p. 68)

Figure 17. Example of a private development investment analysis.

taxes). This “bottom line” is used by the investor to determine
whether the project is worth pursuing. This example indicates
a positive cash flow, but represents a marginal investment in
terms of potential return. The internal rate of return of 5.1
percent in this example is much less than the 15-20 percent
usually viewed as acceptable under current market conditions.
As a result, the source (56) concludes that “public incentives
will likely be necessary to achieve project development” in this
case.

Negotiations between the transit agency, other public agencies
and the developer can affect various cost and revenue compo-
nents. While “bottom line” return on investment can be affected
by negotiations regarding land price, lease agreements, site prep-
aration and construction cost sharing, and taxes, the major
elements affected in the design phase are the square footages
allotted to various uses and the rents which can be charged.
The main benefits of transit are in reducing space requirements
for parking (measured as increases in leasable area), and making
the space more marketable (measured as increases in rents). The
exact dollar amounts of the transit-related benefits must be
determined on a case-by-case basis.

The ULI study (10) points out that “in a downtown com-
mercial development, the retail components of a project nor-

mally are the most lucrative, providing the building owner with
high base rents and often percentages of sales as well.” Transit,
especially in downtown stations, provides the high level pedes-
trian traffic desired by retailers. Therefore, facility designs which
accommodate maximum retail use, located in areas of high
pedestrian flows, can increase developer revenue. Location of
street level entrances to maximize opportunities for desirable
corner retail locations can also increase retail rentals.

As pointed out in a WMATA study (57), direct “system
interface” connections to underground stations can also bring
about both “changes in use of portions of affected properties to
a higher use offering greater economic return” and “more in-
tensive use opportunities created by improved access, conve-
nience, more direct routing and shelter—generating increased
rent potentials.” Potential for such conversions of space use is
increased when zoning provides incentives for density bonuses
or reduced parking in return for the transit connection.

WMATA analyzes system interface impacts by using the
Land Value Residual Method, which is a standard technique
used in real estate appraisal. Summarized, this method includes
four steps, as shown in Figure 18, along with an example of
use of the method in determining the added value resulting from
provision of retail use and a subway connection in place of
underground parking. Alternatively, the added rentals could be
calculated in the pro forma statement, along with the added
costs of providing the subway connection and upgraded space
to obtain a new bottom line rate of return on the investment.
As discussed above, the Rice Center’s cash flow model for value
capture analysis (13) applied for the proposed LRT station areas
in Denver takes this approach to quantifying transit agency
benefits over time resulting from various value capture strategies
or development project investments.

In addition to the typical development analysis of a project,
the transit agency should approach a project with a view to
quantifying the value that it brings to the project, evaluating
future impact on transit-related activities, and identifying con-
tributions that the transit agency can make toward the success
of the project.

The fact of a transit facility or station is usually a positive
factor. At a minimum, the transit facility attracts an additional
number of people, and brings a degree of convenience that
otherwise would not be available to the developer. This positive
factor translates into value to a developer, and the transit agency
should include that value in determining lease or sales value.
The ““value” of the station is generally quantified in terms of
transportation parameters that are obtained through standard
transportation analyses, i.e., ridership, reduced traffic congestion
or parking demand, travel time savings to downtown, headways,
pedestrian volumes through the station. This type of value is
clearly maximized in downtown locations in large cities, such
as New York, where the transit facility substitutes for required
parking, thus allowing more leasable space in the development.
Ridership projections have a particular influence on income
projections, support services, and ultimately net income. A
transit agency that can guarantee a date for station construction
and project ridership with a reasonable degree of credibility can
use that information in determining value. An interesting finding
of the study, however, is the often intangible nature of the
perceived transit benefits, particularly in suburban locations.
Suburban transit station locations are perceived by developers
as more “marketable,” even where developers provide the same
amount of parking as they would in a location not served by



In the case studies, this approach utilized the Land Value

Residual Method, which is routinely used by professional ILLUSTRATION OF VALUE CREATED
appraisers and others in the real estate industry. As

applied to any development project, the Land Value BY SYSTEM INTERFACE
Residual Method includes the following steps: ’

. Calculation of net income from the project (expressed
as net operating income); '
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o Derivation of residual value (project value. less
improvements value yields a residual imputable to the
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Project A Project &

Once a residual value is established for a project's "base
case” (without system interface), increases in that value $25 MILLION $26 MILLION

under a "system interface case” can be attributed to direct
subway access. This approach is illustrated in in the Value created b tem Intertace:
following Exhibit, lllustration of Value Created. y Sys '
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Source: (57)

Figure 18. Use of Land Value Residual Method to estimate increased value created by system interface (WMATA).
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transit or where a very small percentage of employees actually
commute by transit. One Boston area planning official summed
up this perception as a feeling of security in case of a new fuel
shortage as occurred in the early 1970’s. The developers like to
know that transit service is available as a back-up, even if it is
not heavily used today.

It is also important for the transit agency to evaluate the
public investment it contributes to a real estate development
and to receive a reasonable return on that investment. A number
of predevelopment expenses (site planning, land costs, feasibility
studies) can be absorbed by the transit agency because of the
eventual benefit that will be achieved from the real estate de-
velopment. However, that investment should be quantified and
a reasonable return secured by the transit agency. When the
transit agency participates in these project activities at a time
when the project is at risk or in a planning phase, then it is
logical to conclude that it should participate in the success of
the project through some form. Typically, a percentage of gross
on net income is one avenue of participation.

On the other hand, the transit agency must be realistic in
negotiating its own financial return from development projects,
and not forget the objectives of the local agency and the private
developer. The point of benefit-sharing is that all the parties
share the benefits as well as the costs. The transit agency cannot
ignore the fact that the developer must achieve a certain rate
of return from the project and that his public contributions have
a limit. Similarly, the local government seeks a certain tax rev-
enue from the development to finance necessary infrastructure
and services. While transit access is one element in making the
project feasible and marketable, the transit agency cannot hope
to secure all the financial benefits from a given project. In some
cases, particularly in slow market situations, the non-financial
benefits of better image or environment may actually be the
major benefits realized by the transit agency. In addition, par-
ticularly in suburban areas such as New Carrollton Station in
Prince George’s County, Maryland, where the marketability of
the site is determined as much or more by its excellent highway
access as its transit access, the public costs of providing auto
access roads and parking to serve the development must be
weighed not only against eventual revenues, but also against
alternative highway investments that would not take advantage
of the access to transit and might even have negative effects on
transit use.

Thus, besides financial analysis, evaluation of design options
and site-level environmental impacts must also be performed at
this stage. The benefits of good conceptual design can be assessed
in terms of realized versus missed opportunities. The opportun-
ities cover a wide range from easy pedestrian access through
developable parcels to security and surveillance provided by the
appropriate mix of activities. The potential value of these op-
portunities is very high. A few acres of land made attractive
for development may add value in the millions of dollars. An
appropriately mixed pedestrian environment may make the dif-
ference between the complete success or failure of projects cost-
ing in the tens or even the hundreds of millions of dollars.

The costs for construction of good conceptual designs are not
necessarily any higher than for those poorly conceived. The
main costs are the additional design services and the additional
administrative costs and time required for client coordination.

The design services of the best urban designers will add only
in the tens (or at the most a few hundreds) of thousands of
dollars to the cost of a project and will return many more times

their cost in ultimate project value. The difficulty usually is that
this design cost must be incurred at the front end while project
funding and commitments may not be firmly in place. Yet
raising adequate front-end funding for high quality conceptual

"design should be a high priority because of its extreme cost-

effectiveness. Public agencies can absorb some of these costs by
funding the initial design and site planning studies, or preparing
developers’ kits setting forth the basic land use and design spec-
ifications.

Expenses for client coordination and project administration
are usually not such a clear out-of-pocket cost but are in fact
more often the cause of a lack of good conceptual design. The
problem here is that until clear concepts have been proposed
where individual parties can assess their relative interests and
negotiate their participation, it is hard to obtain firm commit-
ments to the efforts and costs of a program. In practice, it is
often necessary for one party to take the lead in starting a
professional team to generate conceptual designs, then bring the
other parties on-board and revise the concepts in cooperation
with the new participants. The initiative has in different situa-
tions been taken by downtown groups, city development or
planning departments, or, less frequently in the past but now
increasingly, by the transit agency. The cost of such efforts is
considerable in time and services, but these can be exceeded by
orders of magnitude in the ultimate value created.

Environmental amenities lend themselves to a different type
of cost-benefit analysis. Here the benefits of making the project
more attractive must be judged qualitatively in terms of what
is required for the public acceptance of public spaces and the
marketability of private facilities. These marketing conditions
are routinely evaluated for any real estate development. The
analysis method is usually based on a combination of an objective
study of who the clientele is likely to be and a judgment based
on comparable facilities of the appropriate level of quality for
this client. To assist in this evaluation, the costs of different
levels of amenities such as spatial quality, finish materials, light-
ing, seating, planting, art work, etc. can be accurately evaluated
by the project designers. Depending on how much effort is
invested in the analysis at this point, the benefits of these various
scenarios can be estimated through such marketing techniques
as user surveys or focus groups. Alternative levels of amenities
can be illustrated and cost-evaluated and the level of commit-
ment as well as cost-benefit-sharing can be negotiated among
the public and private parties.

CONSTRUCTION, OPERATIONS, PROPERTY
MANAGEMENT, MONITORING

The measurement of costs and benefits does not stop after
projects are constructed. Responsibilities and costs for opera-
tions of the commercial components of projects become an issue
where the transit agency leases concession space or easements
within publicly owned space to the private sector. Operations
also is an issue for transit malls, bus shelters, and transfer
facilities in downtown areas where a higher degree of servicing
than is normally provided by the public sector is necessary to
maintain the more elaborate design elements and amenities pro-
vided as part of the improvement project. Maintenance respon-
sibilities must also be defined in the instance of shared public
spaces as in the case of the New York, Boston, or Washington
subway stations. Security of public areas also is a concern. In



addition, marketing and promotion are necessary to attract pa-
trons to the area as well as to attract suitable tenants for vacant
space. Because operating and maintenance costs are continuing
expenditures and subject to cost escalation, it is in the transit
agency’s interests to secure participation of the private tenants
or developers in paying their share on a continuing basis. Mea-
surement of costs in this case is straightforward; the cost sharing
is usually based on relative floor space owned or leased, and
the actual costs are tracked through standard accounting pro-
cedures.

The vehicle for sharing operatmg costs is typically a coop-
erative agreement which defines public and private responsibil-
ities. In such agreements, responsibilities and costs are presented
in detail. The Michigan passenger terminal programs have tried
a variety of arrangements for sharing operating costs. The most
effective, as employed in Battle Creek, is to renegotiate the leases
every year, based on projected operating costs for that year. In
Toledo, numerous cooperative agreements were made for con-
struction and maintenance of the transit stations and pedestrian
concourses among TARTA, the city, and the private sector.
Total commitments are revised annually based on proportlonal
shares of actual operating costs.

Besides determining the levels of participation in ongoing
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operations, the final task involved after the facilities are built
is that of monitoring impacts. As stated above, this task, while
often neglected, is important in order to:

1. Obtain actual data on transportation, land use, environ-
mental, and financial impacts resulting from construction of the
transit facility.

2. Identify any Lmantlclpated costs or benefits which should
be taken into account in assessment formulas or public-private
cooperation agreements.

3. Identify possible changes in the boundaries of impact areas,
which might change assessment formulas or broaden the number
of owners affected.

4. Identify long-term impacts on property values, transpor-
tation patterns, land-use changes, and other measures.

Allocations of funds to pay for such monitoring should be
made either as part of the transit planning work elements or as
a budget item to be paid for from assessment district proceeds.
In addition, assistance from UMTA on conducting such mon-
itoring and publishing the results would be extremely helpful
to many agencies.

CHAPTER SIX

RECOMMENDATIONS FOR IMPLEMENTING BENEFIT-SHARING

TECHNIQUES

This investigation has assessed the growing body of experience
with benefit-sharing across the country, and has found that the
successful examples all share two qualities in common. One is
a willingness of the transit agency general manageis and key
department heads to look beyond strict operational considera-
tions for new development-related opportunities. The second is
a cooperative spirit between the transit agency, local planning
agencies, and the private sector.

Feasibility in beneﬁt-shanng is as much a matter of a basic
entrepreneurial attitude and adaptivity to the elements of a
specific situation as it is the result of positive cost-benefit com-
putations. Indeed, it would be misleading to suggest to a transit
agency audience that benefit-sharing can be reduced to a sys-
tematic application of procedures and calculations that will re-
liably produce returns on a regular schedule. The state of the
art is still too new, and benefit-sharing is, by its nature, an
opportunistic erideavor. Political skilis and bargaining strategies
may be even more crucial than the calculations or the technical
design skills involved in crafting a benefit-sharing “deal.” Never-
theless, the findings of this study do point to a number of

concrete recommendations and some guidance for transit agen-
cies that would seek benefit-sharing opportunities, choose ap-
propriate strategies, and negotiate argreements to maximize
benefits for all participants. These recommendations are pre-
sented in the following.

1. Asa first step, review opportunities for benefit-sharing within
the transit agency. As in most fields of endeavor, opportunities
for transit-related benefit-sharing come in all shapes, sizes, and
disguises, and thus are not always readily recognizable. This
study has identified general types of opportunities. Uncovering
specific applications depends on local knowledge and creativity
in discerning and then responding to the particular set of cir-
cumstances presented by each individual situation. No set for-
mula can be given for this process, but there are several pieces
of advice for identifying opportunities successfully:

o In the case of new construction, whether for rail, transit,
terminals, maintenance facilities, or transit malls, look at‘op-
portunities for joint development and value capture as early as
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possible in the planning process. Do not use Federal funding
criteria as a starting point; rather, determine how an attractive
total package can be put together, then look at how Federal
and local sources can be combined with private monies to make
the project work. This is as true for small transit properties
(Michigan and Toledo case studies) as for large.

o In the case of existing stations, look at system interface
possibilities which might not have been explored before, inves-
tigate the possibility of having corporate neighbors assist in
station maintenance, review lease and concession terms to ensure
market rates are being charged.

« Investigate the potential (magnitude and timing) for en-
hancing revenue generation from existing property holdings
through joint development, lease, reuse, especially in areas where
demand is high. Work with local jurisdictions to carry out the
“front end” planning, financing this effort or lending staff ex-
pertise where possible.

Identification of opportunities is not a one-time process, but
should be continuous. The transit agency should thus seek to
develop an entrepreneurial orientation, scanning the horizon for
opportunities, seeking out appropriate public and private part-
ners for each project, and working toward implementation. In
this regard, market factors must be recognized as a critical
consideration in developing strategies. While property avail-
ability can be identified early, the site must be “ripe” for de-
velopment to get projects going. This is true not only with respect
to the real estate market, but other factors as well, such as road
access, utilities, planning and regulatory context, image of the
area, and the overall financial climate.

Once the transit agency gets an idea of the general scale, time
framework, and constellation of issues surrounding realization
of each of the benefit-sharing opportunities identified, it should
be possible to set some priorities and lay out an implementation
program. For an agency undertaking its first benefit-sharing
effort, target-setting may be a matter of outlining a schedule for
the steps to be accomplished in connection with a single, specific
project. More experienced agencies may be dealing with a more
complex program, meshing flow charts for multiple projects—
some short-term, some long-term—at different stages of imple-
mentation. Or, state Departments of Transportation may be
trying to “package” strategies employed in individual transit
properties to meet a statewide benefit-sharing goal. Factors to
be considered in setting implementation priorities are quite like
those that govern other real estate development programs—i.e.,
the anticipated return (amount, timing and associated risk), the
demands on staff and top management, the resources that would
have to be invested in realizing the project (amounts, timing,
and availability), and the prospective returns from alternative
investments of these resources. Realizing that benefit-sharing
does incur costs to the transit agency—if only in terms of staff
time and budget for outside professional services—that should
be recognized and taken into account. Over time, it will be
possible to subject benefit-sharing itself to cost-benefit analysis.
The MBTA in Boston, for example, is beginning to see if benefit-
sharing revenues can meet the staff costs associated with running

the program, and investigating budget mechanisms to do so. It -

may even be possible, where benefit-sharing programs are well
established and local circumstances are very predictable, to set
revenue targets for implementation in terms of dollar amounts.

2. Establish an appropriate continuing structure to pursue ben-

efit-sharing opportunities. Since the process of identifying and
responding to opportunities is continuous, and the strategies
themselves, particularly financial strategies, change over time,
access to real estate and financial expertise is essential. Transit
agencies can obtain such expertise either through use of in-
house staff or by retaining consultants. Most agencies active in
benefit-sharing efforts have found that it is necessary to have
at least a minimum of in-house expertise. Most important is
direction from the General Manager to launch and support the
effort.

Consensus building is key to accomplishing benefit-sharing.
The organizational structure and process developed should pro-
mote consensus building by accommodating the need for inter-
relationships among many different departments of the transit
agency and providing for liaison with outside agencies’ staffs as
well as community groups. In a smaller agency, the General

" Manager can play a key liaison role by keeping up with mu-

nicipal circles, as was the case in Toledo. Having worked with
key city and private leaders to set the framework, the Toledo
general manager then hired an experienced local planner to carry
out the working liaison. The state Department of Transportation
can also play a valuable role in assisting smaller transit agencies
with the liaison effort. In Michigan, the UPTRAN represent-
ative traveled to the communities with projects pending, testified
at hearings, assisted in planning and funding applications, and,
in general, convinced local leaders of state support for the pro-
gram.

In a larger transit authority, such as WMATA or SCRTD,
it is most effective to give one specific department or individual
the clear lead role for benefit-sharing. However, as seen in the
MBTA case in particular, care must be taken to link other
departments within the agency into the effort formally as well
as informally. Benefit-sharing is outside the traditional mandate

~ of most transit agencies. Its implementation often involves or-

ganizational, political, and administrative hurdles. Without top
level conviction and support for the effort, it will inevitably meet
its demise from one of these stumbling blocks.

In addition to the formal organizational structure, it is im-
portant to create and maintain good informal contact and good
working relationships with the other agencies and community
groups involved in the process. This is particularly critical at
the staff level, and helpful as well at the management level. The
case studies showed that such relationships come about to some
extent both locally and nationally through informal “network-
ing” and job changes among the professionals who have been
involved in transit-related development over the years.

Obviously these types of relationships cannot be mandated.
However, opportunity for these types of relationships should be
maximized through the formal liaison processes. Los Angeles
set up three levels of committees at .the political, executive
officer, and staff level to coordinate Metro Rail planning. In
general, the formal processes are set up such that staff at similar
decision-making levels talk to each other.

Transit representatives dealing with the private sector should
be knowledgeable about planning and financial details. Assign-
ing the participatory process for development-related projects
to a marketing or public relations department alone is a practice
to be avoided. Private developers want to talk to someone whom
they perceive to be on their own level—someone who can “talk
their language.” In addition, they want to feel they are speaking
with a party who has authority to make decisions, or, at least,



clear and direct linkage with the relevant decision-makers. In
addition to responding to private sector desires, assigning the
liaison function to high level personnel also helps ensure that
these individuals have enough flexibility and perspective to re-
spond to unusual situations, to negotiate effectively for the
transit agency, and to “‘seize the day” in terms of opportunities
which arise.

3. Incorporate a benefit-sharing philosophy into the ongoing
planning and implementation process. Ideally, planning for ben-
efit-sharing should begin when planning for transit begins. Ben-
efit-sharing potential should be a key factor in decisions on
routing and station location. Benefit-sharing considerations
should be conveyed to the local jurisdictions and be brought to
bear in planning and zoning policy for those areas. The role of
the transit agency in these efforts can be one of communicating
issues and opportunities, informing local decision-makers on
benefit-sharing opportunities and options, and monitoring and
attempting to influence the planning and zoning process.

Since most areas are not initiating new transit systems, there
will be few opportunities to adopt a comprehensive approach
to planning for benefit-sharing. However, where routes and sta-
tion locations are not yet fixed, or where extensions or changes
in service routes are contemplated, early consideration of benefit-
sharing implications is still possible.

The transit agency should also keep track of development
activity in areas where the market is strong, particularly in
downtown areas where connections to stations could be incor-
porated into development projects as conditions of project ap-
provals. In this case, the transit agency must work to have local
government accept transit as a beneficiary of private develop-
ment. Thus, the transit agency planners must become involved
in local efforts to revise zoning ordinances, set parking policy,
or institute other policies which might encourage transit. The
work necessary to alter zoning regulations or establish benefit
assessment district boundaries is considerable and in many cases
beyond the resources of local governments. In this regard, the
case studies showed that the pass-through of UMTA funds from
the transit agency to the local planning agencies in Los Angeles
and Portland was very effective in funding the additional plan-
ning work necessary to incorporate transit provisions into land-
use regulations, and in ensuring coordination of the planning
and transit agency activities. The case studies also showed that
major direct capital contributions from the private sector to
transit construction are only likely where there is a great demand
for large transit-dependent projects and the local government
is willing to make transit the primary beneficiary of the devel-
oper’s contribution. Midtown Manhattan was the only example
of this, although Los Angeles had set up a framework for grant-
ing the highest density bonuses only if transit improvements
were provided. Portland, however, gave other public needs prec-
edence.

Different localities differ greatly in their style of implementing
and respecting plans. The Transit Station Area Planning Pro-
gram in Portland is likely to bear fruit because that region has
a long history of making plans with extensive community par-
ticipation and carrying them out with a high degree of ongoing
public and private consensus. Similar plans in an area where
community interests may be in greater conflict and local politics
are more volatile may prove a fultile exercise. In such areas
shorter range plans geared directly to implementation are likely
to be more fruitful. In Kalamazoo, the rehabilitated station failed
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to act as a catalyst to revitalization of its surrounding area due
to lack of public action to support redevelopment and an “anti-
urban renewal” philosophy. Without the supportive planning
efforts in the old station area, the terminal might have more
effectively been located elsewhere in terms of both its operations
and its ability to generate operating revenues through leases.

4. Gear benefit “measurement” to the type of facility, the stage
of planning, the level of impacts, and the financial goal. A goal
of this research project was to identify improved techniques for
measuring the benefits of benefit-sharing. A major finding of
the study has been that adequate techniques for measuring the
full range of transportation, aesthetic, financial, and real estate
benefits are readily available from standard professional practice
in the various fields.

The difficulty of detailed benefit measurement, particularly
of long-term increases in property values in response to transit
improvements, is perceived as a major obstacle to implementing
benefit-sharing. In fact, the case studies showed that detailed
benefit-measurement per se is an issue only in two cases—special
benefit assessment districts and quid pro quo incentive zoning
bonuses. But even in these cases, strategies have been success-
fully employed through use of standard planning, market re-
search and real estate techniques and they have been defeated
in spite of costly innovative data collection procedures.

The recommendations for transit agencies to follow in terms
of benefit-measurement are, therefore:

a.  Gear the level of detail of the benefit measurement to that
required for the immediate planning or implementation
decision.

b. Employ professionals to conduct necessary studies from
nontransportation disciplines, whether through in-house
staff, interagency cooperation, or use of consultants.

c. Simplify the measurement task required for assessment
districts by defining a specific product to be paid for by
the assessment for which benefits can be readily identified,
identifying (mainly through planning techniques) all the
areas of benefit, clarifying the probable areas of property
value increase only as a factor in assigning boundaries, not
as a basis for the assessment itself, making the basis for
the assessment a stable characteristic such as land area
square footage, and making the term of the initial ordi-
nance short enough that it can be easily revised based on
actual impacts.

d. When in doubt, let the marketplace dictate benefit value
through competitive bidding procedures, lease terms, or
negotiations leading to cooperative agreements.

e.  Collect good data on an ongoing basis which can be used
to demonstrate the real value of transit in terms of modal
split, station ridership, travel times, service additions, etc.

f.  Achieve political consensus on innovative strategies or or-
dinances before conducting costly studies.

5. Approach the private sector in a businesslike fashion. Transit
agencies should establish good communication with the private
sector and work to obtain a strong private sector commitment
to the benefit-sharing program. The philosophies on which ben-
efit-sharing is based—of seeking new revenues to support public
programs, and of seeking to conduct public business on the same
basis (payment for value received) as private business is con-
ducted—carries a certain inherent logic to those involved in
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private enterprise. The success of the transit agency’s efforts to
convey the equity of these principles and the programs used to
implement them may be critical to the success of the program.
Very visible support from key business leaders is particularly
helpful. On the broadest level, corporate executives are often
willing to lobby for Federal funding or state funding referenda
for transit, because it helps the health of the downtown and
region.

For benefit-sharing to succeed, the public-private partnership
must be a true partnership, with genuine desire on the part of
all parties to create mutual benefits, or a “win-win” situation.
The successful case studies have shown a positive transit agency
attitude which incorporates a willingness to explore with the
private developer opportunities that might work synergistically
to raise the level of both public and private benefits. The suc-
cessful transit agencies have recognized in their development
negotiations that developers must achieve a certain financial
return for the project to be feasible, and that their budgets for
public improvements have limits that are tied to factors such
as location, types of uses, total scope of the project, interest
rates, and other factors. At the same time, transit agencies are
becoming more sophisticated in quantifying the financial benefits
such as risk reduction, land assembly, market research, and
planning/design support which they bring to a development
deal, and in using these benefits as bargaining tools in negoti-
ations.

Critical to maintaining private sector support, however, is the
long-term credibility of the public sector in carrying out its
responsibilities in terms of time-tables and agreements and in
general following through on its commitments. In short, to do
business with the private sector, the public sector must adopt
a business-like way of doing business. In negotiating develop-
ment deals, risks over timing and cost should be spread among
the parties. Bureaucratic delays and funding uncertainty, be-
cause they greatly incraese risk to the private developer, have
thus been major obstacles to public-private projects. In Toledo,
the city and transit agency made a special effort to overcome
past ineffectiveness in implementing the downtown loop project,
thereby creating an atmosphere of trust and cooperation that
has since continued. On the other hand, Los Angeles, despite
sound planning for benefit-sharing, has been greatly hampered
in dealing with the private sector due to uncertainty over Federal
funding. Development is generally proceeding there as though
Metro Rail was not a real proposition. With no assured funding,
SCRTD has nothing to bargain with in negotiating with de-
velopers.

Establishing this public credibility is dependent on certainty
that public funds for transit facility construction—whether from
Federal, state, or local sources—can be committed at an early
enough stage and over a long enough period so that the public
agencies will be able to operate in a predictable businesslike
manner when involved in projects with significant potential
private financial commitments. In Michigan, both the avail-
ability of state funds to cover costs ineligible for Federal funding
and the assistance of the State DOT in creatively combining
Federal funding programs into workable projects both lent cred-
ibility to the terminal program and helped establish momentum
for implementing the projects.

Early experience with benefit-sharing can be critical in setting
the tone for what follows. Whether for new or older systems,
initial projects should be selected with a view to those that have
a high probability of success. These can then be used to “sell”

other land owners, developers, and local governments on the
benefit-sharing approach. In Washington, major successes of
two initial projects, the Connecticut Connection and the Wood-
ward and Lothrop development, served to heighten interest iri
other opportunities and to reduce private sector hesitancy about
getting involved with the transit agency. Woodward and Loth-
rop executives have subsequently become one of the most visible
supporters of benefit-sharing arrangements at other locations.
In Boston, the Route 128 project was selected as a ““trial balloon”
of the real estate development program, due to high market
demand and developer interest. This approach may be valid for
implementation of value capture techniques as well. In Los
Angeles, the development community has suggested that “mo-
mentum” for the system, and for associated development, be
established to illustrate transit benefits before benefit assessment
districts are created.

6. Pay careful attention to design details, phasing, and coor-
dination of planning, design, and construction. Careful design of
transit-related facilities is often critical to their effective func-
tioning as benefit-sharing mechanisms. The case studies have
revealed many design issues, but the most critical are related
to the perception of benefit by the private sector. In this regard,
private sector contributions are most likely for special amenities
that are clearly related to the contributor’s property and business
activity and that are perceived by the owners to enhance directly
the value of these properties and the success of the business
activities. In this regard, the transit agency may have to combine
transit improvements with other improvements wanted by the
private sector in order to achieve private participation in funding
as well as political support. The transit agency must thus be
open to considering features other than those strictly needed for
safe and efficient operation in order to attract private funds.

Environmental improvements, special pedestrian connections
and amenities are good candidates for benefit-sharing programs.
These types of enhancements can be distinguished from a basic
“bare bones” transit system and can be convincingly demon-
strated to serve the interests of abutting property owners. In
many of the case studies (Toledo, downtown Portland, Man-
hattan East Side), private participation focused on these aspects
of transit. An important consideration is the timing of these
elements. They should be considered after commitments to build
the basic transit elements are firm, but before the final engi-
neering, in order to allow some flexibility in responding to
pedestrian and amenity-related criteria. Urban designers search-
ing for pedestrian and amenity-related opportunities and public
managers searching for creative benefit-sharing schemes to fund
them should be part of the transit design team as soon as basic
route alignments and station locations are established.

Designing facilities so as to create a direct, logical relationship
between the developer’s project and the transit-related spaces
helps both to convince the developer of benefits and to create
in the developer inherent interest in doing a good job on con-
struction and maintenance. In this regard, the environment of
the transit-related space should be built as closely as possible
to the standards of the private sector space. This higher amenity
level is easier (though not inexpensive) to achieve for new fa-
cilities; the New York case study illustrated dramatically the
differences in light, ceiling clearances, materials, and tempera-
ture experienced on opening the door from the building lobby
to the transit station stairway. In older stations, such obstacles
are difficult to overcome without major rebuilding and massive
costs (such as will occur in Times Square).



To maintain an attractive station environment and a higher
level of maintenance, higher costs are required. Leasing of com-
mercial space and concessions that are selected to be appropriate
to the transit facility location in terms of use and market served
can help offset operating and maintenance costs, even in small
facilities. While UMTA does not pay for these spaces from the
Federal share, they are worth funding from the local share, as
shown by Michigan’s policy of encouraging these arrangements
to help meet operating costs of bus terminals. The most im-
portant caveat in leases is to include cost-sharing for mainte-
nance and utilities in the lease terms, and to make provision
for increasing costs either through escalator clauses or yearly
renewal provisions.

In terms of phasing, if simultaneous design and construction
are not possible, efforts should be made to accommodate the
possibility of future integration of facilities with development
projects. At the earliest stage, stations should be designed at a
minimum so as not to preclude future connections. Some low-
cost features, such as knockout panels can accommodate future
connections without significantly adding to the costs of con-
struction; in the case of more costly items, such as reinforced
foundations to support air rights development, cost-sharing will
have to be worked out carefully in advance.

In terms of construction, many large-scale joint development
projects are too demanding and complex to be managed within
the “business as usual” bureaucractic atmosphere of agency
hierarchies and with the inefficiencies of interagency disputes.
Organization of special interagency public management teams
for major transit design and construction projects can help focus
public attention on the project until the job is done. Such teams
were evident in some form or other in most of the case studies.

7. Use legal agreements to expedite, not delay implementation.
Use of legal instruments can be helpful in clarifying respective
rights, responsibilities, relationships, and future intent as agreed
to at a given point in time in the benefit-sharing process. These
instruments should be adapted to serve the needs of individual
situations and pursued one step at a time to move projects along,
rather than used as an excuse for delay until all the “fine print”
is worked out. Cooperative agreements and memoranda of un-
derstanding have proven to be particularly adaptable tools in
this regard. It is important to note that such agreements need
not always await final agreement on all details of an arrange-
ment. Rather they may reflect progress to date and serve to
ensure that all parties have a clear understanding of further
actions required. In the cooperative agreement between
WMATA and Prince George’s County, WMATA agreed to
lease to the County specified property to be used for the Amtrak
parking garage. The terms of the lease and the rent to be charged
were later detailed in a separate lease agreement.

Another important point is that such agreements can be
changed if necessary. Several of the agreements reviewed in the
cases have been revised after the initial lease term based on
actual operating data. Others have been translated into more
detailed contracts as designs have been finalized.

The point also applies to land-use regulations and special
districts. Rather than complicating the task of achieving support
for an assessment district which tries to fund too broad a scope
of services, the agency might try to design the initial district to
fund a smaller, well-defined and limited item such as station
area maintenance. If the total amount to be funded is reasonable
and the proportional assessment to each owner low enough, it
is easier to gain support. At the same time, the tasks of data
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collection and benefit measurement are simplified. The initial
ordinances can then be revised after the first period of imple-
mentation to respond to problems or concerns that occur in the
initial months of operation. In Denver, for example, the down-
town management district was revised after the first year to
expand the assessment area and change the assessment formula.
Revision of the formula was made easier because of the avail-
ability of actual “before and after” data on some of the mall’s
impacts.

8. Be both realistic and flexible in evaluating transit agency
costs and benefits. While the case studies did not reveal any
easily applied universal formulas for predicting development-
related benefits from transit facilities, they did illustrate some
caveats that must be applied in developing realistic benefit-
sharing strategies, as discussed below.

First, the limitations of cost/benefit analysis should be rec-
ognized. The long-term nature of benefit accrual must be noted,
while the bulk of the costs are incurred in the short-term. This
is particularly true for large-scale projects. In New York, the
subway system and its efficiency of operation have enabled the
current development densities. The current development market
is thus a “benefit” accruing from investments in the subway
made half a century ago. In Denver, property value impacts of
the transit mall were based on judgments regarding “probability
of value increase,” and the consultants noted that the true value
impacts would probably not be seen until 10 years after imple-
mentation.

WMATA staff emphasize that the long-term nature of benefit
accrual is one of the chief difficulties attendant to trying to do
a cost/benefit analysis of benefit-sharing projects, or of trying
to make policy decisions on the basis of quantitative evaluation
through this type of approach. They stress that despite great
strides in analytic techniques, it is impossible accurately to quan-
tify everything. As noted earlier in this report, it is for this
reason that the best method of ensuring fair valuation of all
factors to the extent possible is through competitive bidding and
negotiation among the parties involved. It is in the actual bids,
the lease agreements, the cooperative agreements, and other such
legal documents that the true costs and benefits of each indi-
vidual situation are weighed. In this regard, the transit agency
should recognize the definite benefits it brings to a development
project in terms of land costs, reduction of risks, assumption of
planning costs, and so on, and use these factors as bargaining
tools in establishing an appropriate financial return.

However, this does not mean that long-range or nonquanti-
fiable objectives should be sacrificed to short-term financial ben-
efits. For instance, the planners of the Banfield LRT in Portland
made a sound decision to emphasize a long-range community
planning process that will mutually reinforce transit patronage
and community development over exacting short-term contri-
butions from property owners or other beneficiaries. In Toledo,
the major benefits for TARTA have been in improved system
image, convenience, and weather protection, which in turn have
led to an improved image and coherence of downtown (with
consequent implications for business retention and attraction).
Additional benefits to TARTA include increased ridership and
future expansion capability.

Similarly, the transit agency must not overlook its own man-
date of providing better service and encouraging transit use in
pursuing financial goals. Many of the suburban sites that are
most marketable for lucrative joint development projects derive
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their attraction from auto accessibility as much as transit ac-
cessibility. In fact, such developments draw many of their em-
ployees from outer suburban areas rather than from the transit
line itself. In meeting the needs for auto access and parking
which developers require at such sites, large public costs may
be incurred which may undermine transit ridership and out-
weigh the benefits to the transit agency generated by the real
estate deal. In addition, transit-related parking supply may be
reduced by development-related use. The New Carrollton and
Route 128 case studies both illustrated public controversy
caused by such conflicts.

Evaluation of costs and benefits—and plans for financing
based on those evaluations—should take into account the in-
evitable lag time in initiation of benefit accrual. Development
commitments that will eventually produce revenue cannot be
rushed ahead of the marketplace in order to finance transit.
Whether benefit assessment districts, joint development, system
interface, tax increment finance, or other benefit-sharing tech-
niques, the value capture components of benefit-sharing efforts
may take years to accrue to a substantial extent. Depending too
heavily on development-related financial returns at too early a
stage is unrealistic and may cause the whole effort to fail.

Maximizing benefit-sharing revenues may also conflict with
other public agency goals. In Los Angeles, SCRTD is perceived
as less than enthusiastic about the down-zoning that affects
maximum densities in station areas because it will ultimately
mean less revenue generation to the transit agency from the
benefit assessment districts. The City of Los Angeles, however,
must respond to the constituency of corridor residents who want
to protect residential neighborhoods from higher densities.

Further, the transit agency cannot expect to gain 100 percent
of revenues from all innovative financing tools. Other local
agencies have their own properties for added funding sources,
particularly in light of tax limiting measures such as those in
Massachusetts and California. Revenues received from such
techniques as tax increment financing or benefit assessment
districts must be closely related to the immediate benefits ac-
cruing to the surrounding area from the transit facility. In
general, to ensure acceptance, revenues must also be committed
to continuing maintenance and amenity for this immediate area
as well. It is difficult to justify a benefit assessment on a specific
station area to support overall system operations.

Nor should benefit-sharing be expected to replace the current
traditional public sources of funds. The contributions that can

be gained through benefit-sharing programs are: (1) relatively
modest in terms of overall costs; (2) unlikely to be available at
the early stages of transit planning and development; (3) often
required just to make up the 20 percent local match for hard-
pressed local governments; and (4) most commonly applied to
elements other than the basic components of transit service.

It must be remembered that benefit-sharing can only con-
tribute a very small share of overall system revenue. As stated
earlier in this report, “This [joint development] is a small part
of the whole impact of constructing and providing transit. It is
a very small part as far as finance, but the stimulus for much
other activity without financial benefit. This is ‘frosting’; it stim-
ulates activity, provides amenities, insures proper growth. The
key to finance is really dedicated revenue sources” (/6).

Further, experience both with zoning and regulatory tech-
niques and with assessment techniques in support of transit is
still very young. As noted by one author (37):

[Clonsiderably more research and experimentation is needed be-
fore [the role fees or assessments should play] in financing transit
is well defined. State and Federal encouragement of such research
and experimentation is thus welcome and encouraged. Policies
which reward transit agencies for the use of fees or assessments
should be constructed quite flexibly to account for differences
in conditions between agencies and between projects. Finally,
policies which penalize an agency for failure to use such financing
measures are clearly inappropriate at this time.

It has been suggested that some (small) fixed percentage of
the capital costs of new construction might be set as a target
for the contribution of joint development and other benefit-
sharing strategies. This could be a good exercise where transit
agency staff are advanced in the skills of implementation and
market conditions warrant. There are too many uncertainties,
too little experience, and too many factors involved that are
beyond the control or influence of transit agencies, however, to
make commitment to achieving such a target a general condition
of approving new construction.

Finally, the private sector has been motivated to contribute
to transit projects largely because of local government require-
ments, reductions in their upfront costs, and the availability of
a healthy proportion of public funding in conjunction with their
relatively small share. The experience documented here suggests
that benefit-sharing cannot be expected to make up for decreased
Federal involvement in transit and urban revitalization projects
in most urban areas.

CHAPTER SEVEN

SUGGESTED RESEARCH

Although this research has identified considerable new transit
agency experience with benefit-sharing approaches, it has not
uncovered any universally applicable techniques for quantifying
transit-related development benefits. Rather, the finding has
been that the perception and measurement of benefits are closely

tied to individual projects, settings, and market characteristics.
Further, while attention to benefit-sharing is evident in the
planning and project implementation phases of transit system
construction, the effects of various strategies on overall agency
costs and revenues over time have not yet been quantified.



Finally, ways to overcome the paradoxical expectation that the
private sector will both assume development risks and make
long-term financial commitments to transit on the basis of un-
certain year-to-year Federal funding appropriations are only in
the initial stages of exploration. With these thoughts as back-
ground, the following areas are suggested as worthy of further
research and information dissemination efforts.

1. Help transit agencies identify local opportunities through
training and on-site assistance. First, since benefit-sharing strat-
egies and results vary so much by location, the most effective
way to analyze potential opportunities for agencies of various
sizes is through on-site analysis, suggestions of appropriate strat-
egies to transit agency managers, and staff training sessions. To
facilitate this, traveling workshops of a small team of profes-
sionals (similar to those conducted by the Urban Land Institute)
would be useful. The case studies conducted for this research
would make excellent course materials. The report could also
be easily adapted into a ““marketing” brochure for transit agency
use in explaining benefit-sharing techniques to the public and
to the development community.

2. Explore dedicated local financing and multi-year Federal
Sunding commitments. Credibility of the public sector in dealing
with the private sector, as well as other public sector agencies,
is critical to the success of benefit-sharing strategies. More re-
search is needed on mechanisms by which funding agencies such
as UMTA and state Departments of Transportation can ensure
that funds will be committed at an early enough stage and for
a long enough period to enable transit agencies to operate in a
predictable, businesslike manner. The transferability of pro-
grams such as the MDOT Passenger Terminal Program, which
is funded through a dedicated gas and weight tax, to other states
and to other types of assistance for small transit agencies, should
be explored.

3. Support monitoring of long-term impacts, and disseminate
this information. In so far as benefit-sharing serves as a means
by which a transit agency can realize revenues from the value
of access of its ridership to land developers, it has some analogies
to media’s sale of access to their readers’ or viewers’ attention
through advertising. As benefit-sharing practices develop and
become institutionalized, it will be necessary to monitor the
ridership regularly and to measure the actual value of the access
that is made available by the transit agency.

Most projects examined in this research are still in the plan-
ning stages or new enough that no body of information yet exists
concerning such measures as modal split of employees and vis-
itors in buildings at varying distances from the transit stations
or the locus and volume of actual expenditures by the transit
riders and the precise nature of the market they represent. Most
benefit-measurement techniques are still in the realm of projec-
tions or hypothetical models or improvised speculation. They
may be excellent tools for planning but they are not the mea-
surement of actual experience that can only occur over time.
Eventually, benefit-sharing will require actual counts.

The Toronto Transit Commission performs cordon counts
annually and monitors the modal split for employees in their
joint development projects in order to negotiate its lease agree-
ments based on indicators such as passenger volumes. In many
of the areas encountered in this study, however, such regular,
systematically collected data on mode use and market patterns
simply do not exist. Looking toward future research needs, this
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study anticipates an ever-greater pressure for information of this
type. Once collected, such information can become part of a
data base of great value to the entire community of transpor-
tation planners and operations agencies, appraisers and devel-
opers, local government and planning bodies and environmental
agencies as well as the transit agency itself. The broad range of
potential users for such data suggests that there may be op-
portunities for the transit agency to recover the costs of devel-
oping the information. UMTA’s Service and Methods
Demonstration Program includes funding for “before and after”
evaluation of demonstration projects, and UMTA has financed
an overall study of the impacts of UMTA-funded joint devel-
opment (/1), which was based on the impacts projected in
Urban Initiatives grant applications. A real service to benefit-
sharing could be performed by funding these types of evaluative
studies to actual implemented projects.

Longitudinal (follow-up) studies would be useful to see how
some of the systems which are incorporating planning for
benefit-sharing into the early stages of system planning fare in
5 to 10 years. In this regard, the actual results of benefit-sharing
revenues on transit agency budgets should be examined to the
extent possible. The Boston case study brought up the possibility
of transit agencies’ funding benefit-sharing efforts within the
agency directly through project revenues. How such an arrange-
ment might be brought about in agencies of various sizes is
worthy of research. In addition, ways in which transit agencies
can make the transition from making development-related de-
cisions by strict bidding procedures to using more flexible ne-
gotiating tools should be explored.

Another recommendation, also in line with the dearth of
longitudinal studies in this field, is that the cases and places
analyzed in such seminal studies as the 1974 AMRA work (7)
and the “final” impact studies for BART be revisited for the
purpose of measuring what has happened there over time. A
sample of environmental impact statements prepared for de-
velopments in a variety of city sizes and downtown/suburban
density situations might also be selected and data collection
organized to discover how closely events have come to the
predictions.

4. Provide technical guidance for transit agencies to use in
incorporating transit improvements into incentive zoning ordi-
nances and other land use regulations. In terms of measurement
techniques, New York City is struggling with the problem of
equating density bonuses in return for transit improvements in
implementing their incentive zoning ordinance. Several cities
have used trip generation limits as a factor in granting density
bonuses. In general, there is an increasing use of incentive zoning
to bring about transportation objectives. Because land-use reg-
ulation is within the jurisdiction of planning rather than trans-
portation agencies, a need exists to make transit professionals
more aware of how their systems might gain from their involve-
ment in formulating such ordinances, and to provide guidance
in setting a floor space or trip generation “value” for transit
facility provision or improvement.

5. Provide guidance in setting appropriate financial “targets.”
In a related problem, the case studies and literature have un-
covered the distinction between three ascending levels of benefit-
sharing financial objectives:

« Facility provision with no direct financial benefit (often a
“token” payment is involved as in the $1/year charge to the
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city by TARTA for park land associated with the downtown
bus stations), but with benefits of enhanced aesthetics, conven-
ience, sound long-range planning, etc.

o Cost recovery, as in the lease arrangements in Michigan
which prorate operating costs for tenants, the sale of advertising
space to cover the costs of transit passes, or the negotiation of
leases based on relative costs to each party.

« Value capture, which seeks to charge for facility provision
on the basis of actual benefits received as opposed to costs.

As this study has discussed, all of these objectives are found
in active transit agency strategies today. A need exists, however,
to explore further the conceptual and theoretical basis for each
type and how each fits into the long-term transit agency finance
picture for agencies of different sizes. Transit agencies in smaller
cities where market conditions are weaker, transit facilities them-
selves more modest, and ridership much lower, for example, are
most likely to succeed in implementing strategies in the first
two categories. Actual value capture is a realistic goal in many
fewer situations. As localities and State Departments of Trans-
portation (such as California, Pennsylvania) explore the idea of

setting targets for private involvement in transit finance, the
incremental impacts of strategies of all three types must be
considered, in combination with other nondevelopment-related
benefit-sharing strategies, such as use of private carriers for
service provision. The idea of private financing targets has
tended to focus on new construction and on larger urban areas.
This study has identified many strategies that are applicable to
existing transit systems and to smaller transit properties. The
contributions of these types of techniques, even if more modest,
should be identified and included in statewide programs as well.

6. Identify factors which lead to the private séctor to finance
transit completely. Finally, there is increasing implementation
of “turnkey” operations of entire transit lines, particularly peo-
ple movers. The motivation of the private sector in choosing to
finance these types of projects, the methods of feasibility analysis
used to determine whether to invest, and the actual financial
outcome of the investment for the developers as the systems are
built and operated will provide valuable lessons in setting
realistic goals for private sector/transit agency participation as
well. : ’
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APPENDIX A

TRANSIT FACILITY BENEFIT-SHARING SUMMARY SHEETS

The following pages in this appendfx summarize opportunities
for benefit-sharing by transit facility type. They are keyed to
the list of opportunities presented in Figure 2 in the text. Their
intended use is simply as a brief introduction to what types of
projects are appropriate for facilities of different types and for
transit agencies of various sizes. For each type of opportunity,
major participants are listed, along with the types of benefits
that accrue to the different parties. Examples of recently im-
plemented projects are included, as are “conditions of appli-
cability” or points which influence success or failure in a given
application. These examples and points are, in many cases, ex-
plored more fully within the text of the report and case studies.

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of
Applicability:

Examples:

Transit Facilit
Benef it-Sﬁarmg_m% Sheet -

Corridor/ROW

Commuter rail, Light Rail, Rapid Transit, Bus

Land Banking
Planning/Acquisition
Transit agency
Property owners
Local government
Federal government

Transit agency: long term benefit - depending on amount
of land to be acquired and value of land

UMTA provides funding through Advanced Land Acquisition
program -- ‘Tends 100% of land costs for properties to be
used for transit purposes wihlin ten years

Eminent domain, legal issues

Political feasibility

Toronto
Boston MBTA

A-2
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Corridor /ROM-

Commuter Rail, Light Rail, Rapid Transit, Bus

Lease or sell abandoned rights-of-way for.reuse
Reuse/rehabilitation

Transit agency

Owner of land (i.e., bankrupt railroad)
Highway department :

Owner. of ROW gains revenue from sale or lease of land
User of ROW saves land: acquisition costs

Federal Reorganization Act gives transit agencies
authority to purchase land from bankrupt. railroads
to use for transportation purposes, or, if not used
within specified time, to sell for other purposes

Bikeway on railroad right-of-way, Martha's Vineyard

Sturgeon Bay, Wisconsin, abandoned rail embankment
crossing bay converted to marina

MBTA Boston acqui red Penn Central ROW
Prudential Center, Boston

Florida DOT acquired Seaboard Coastline RR
ROW for clearwater/St. Petersburg light rail link

A-3

SG Associstes, Inc, —

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

- Examples:

Transit Facilit -
Benefit -Sharing Summary. Sheet

Corridor/ROW

Commuter-Rail/Surface Transit

Lease or sell development rights:
Operations, Reuse

Transit agency
City planning/redevelopment agency
Developer

Lease revenues from formerly unused space
Increased activity/security at station

Aesthetic improvements, mitigating negative effects of
elevated or depressed ROW

Room to provide parking

Activity at station to support uses

Market study to -determine need for uses

Sufficient physical room to accommodate store space

Can work for air rights over ROW or spce under viaducts
(1ess common)

Redevelopment of area under viaduct in New-Jersey (Ref 51)
Copley Place, Boston (air rights)

Chevy Chase Land Co./WMATA at Friendship Heights

Miami /Dade, over parking

A-4
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Facility:
Mode:

Type of
Opportunity:

Stage:

Particjpants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facilit
Benefit-Sharing Summary Sheet

Corridor/ROW

Commuter rail, Light Rail, Rap%d‘Traynsit, Bus
Negotiated investments: Share rights of way among
transportation modes

Planning/acquisition, operation/maintenance
Transit agency

Highway Agency
Local government

-Reduced land expense for facilities

Reduced construction time

Adequate width for right-of-way, suitable profile (grades

and curves)

Ability to connect to existing system

Ability to mesh planning, funding and construction
schedules (failure to achieve rapid transit in Dulles
access road, Phoenix highway transit, [-270 also failed)

Chicago airport transit line

Houston busway

MBTA Riverside Station -- use light rail ROW for access
road

Los Angeles freeway busways

BART Concord. Yine .

A-5
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of
Applicability:

Examples:

Transit Facilit
Benefit-Sharing Summary Sheet

Corridor/ROW

Commuter rail, Light Rail, Rapid Transit, Bus

Negotiated investments: Dévelopers or public agencies
contribute land for ROM, stations, parking, recreation use

Planning/acquisition

Transit agehcy
Developer
Local government

Transit agency: saves in land costs

Developer: tax benefits, potential for future development

Public Agency: can write conditions for station access,
development. etc. into sale agreement

Single ownership of large parcels or ability to assemble
parcels

Southwest .Corridor, Boston
Toledo downtown bus loop stations

SG A 82 ,ln:A_J
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

-station may still be active and a catalyst for activity)

Transit Facility
Benefit-Sharing Summary Sheet

Stations

Commiuter Rail, Light Rail, Rapid Transit

Lease or Sell Existing Fac'ility: Unused Stations
Rehabilitation/reuse

Transit agency
Redevelopment authority
Developer

Transit authority: sale or lease revenue

Developer: reduced land costs or upfront cost,
development revenue, patronage from transit
passengers

City: tax revenue

Existing station -- surface transit '
Excess space not needed for transportation purposes (yet

Architectural value of station enhances development
potential

Surrounding parking is desirable

Very large spaces in old stations may be difficult to
convert to new uses; yet preserving station character is
desirable

Must overcome multiple ownership/thorny title questions

Concord Depot, Concord, MA,
Union Station, Dallas, TX
Newton Centre Light Rail Station

SG Associstes. In€. ...

Facility:

' Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

. Transit Facilit
Benefit-Sharing Summary Sheet

Stations

Commuter Rail/Light Rail/Rapid Transit

»

" Lease or Sell Development Rights

Planning, Design, Operation, rehabilitation/reuse

Transit Agency
Municipality
Developer

. General Public

Tax revenue (government)
Lease/Sale revenue (transit -agency)
Activity at site/jobs (public)

Development revenue (developer)

Reduced land cost, other incentives (can accrue to
developer if the market demand is weak)

Transit access improves marketability of. site
Reduced need to provide parking

Title to or legal ability to assemble land
Land/structures air rights available for redevelopment
Certainty as to alignment of new routes

Helps reduce delay to have established plan for station
area

Insure station construction proceeds on schedule

Use zoning to create development opportunities at high
enough density to be financially feasible

Political acceptability -- involve neighborhood groups
Not only applicable to new stations; examine existing
station areas; e.g. parking, air rights, for
opportunities .

International Center, Washington, D.C.

Van Ness Station, Washington, D.C.

Market Street East/Galleria, Philadelphia
Montreal Metro stations

Denver transit mall terminals

Santa Cruz

Seattle .

WMATA-New Carrollton, Bethesda, Friendship Heights

A-8
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Stations

Commuter Rail, Light Rail, Rapid Transit, Bus

Lease or sell existing facility space: concessions --
news, food, “magic banker," video games, lottery,
078,gifts, etc.

Planning, acquisition, operations

Transit Agency

Lessee

Local government (licensing agency for certain uses)
Transit Agency: Maintenance cost savings (require

’ lesseés to maintain o

Lease revenue

Added security, amenity for station

Can use concessions as pass sales outlets

Lessee: " High traffic location

Public: Convenience
Added security for station

Locate concessions in areas of high pedestrian traffic
yet in areas where they do not interfere with circulation
Maintain adequate security and maintenance for station

to attract tenants

Gear rents to market rates in vicinity of station

Many vacant spaces in existing stations -- need to upgrade
overall station environment to fill

Toledo, Chio -- attempted to install "magic bankers" in
downtown bus loop stations:

MBTA, Boston -~ recently completed comprehensive study to
procedures and charges for concessions -- resulted in sub-
stantial revenue gain for the transit agency

SCRTD, Los Angeles -- comprehensive planning for
concessions in all new rail stations

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
- _Bg&fi_t_—ﬁﬁar\ng_ _E' ummary Sheet

Stations/Stops/Shelters/Terminals

Commuter Rail, Rapid Transit, Light Rail, Bus, Downtown
People Movér, Paratransit ’

Negotiated investments: "System Interface" -- Direct
physical tie-in of access from adjoining private or public
development to transit system; i.e., mezzanines,
entrances, parking, or bus areas

Planning/acquisition, design, construction, operation

Transit agency
Developer
Local government

Developer: - added value to property from improved transit
station access and internal circulation, added
pedestrian traffic, potential for reducing
parking, substituting higher intensity uses,
and achieving higher revenue

save on capital costs of station/parking
construction, and, potentially, station
maintenance through lease revenue or user
fees

achieve higher degree of amenity and
security for station

Transit Agency:

Public: added convenience, security

attractive urban design

Design connections to insure logical pedestrian flow
Negotiate fees/compensation/incentives on a case-by-case
basis, depending on market conditions '
Identify connection opportunities early in planning stages
Provide for future connections during construction via
knock-out panels or similar means

Toledo, Ohio -- privately funded skyway and underground
pedestrian connections to five downtown “bus loop" stations

WMATA -- 150 projects possible, could yield $60-75 million
in benefits shared by WMATA and owners -- Farragut North,
Bethesda, Silver Spring, and others

SG Associstes. Inc.

A-9
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facilit *
Benefit-Sharing Summary Sheet
Sta'ti‘ons

Commuter Rail, Rapid Transit, Light Rail, Bus .

Voluntary Private Participation: IAdopt-a-Station" --
private entities share responsibility for station main-
tenance

Operations ’ .
Transit agency

Station area businesses
Private organizations

reduced maintenance costs
higher degree of maintenance - better

Transit agency:

image for system '
Public: station maintained better, better secur-
ity ..
Private groups: certainty that the station is well main-
tained

improved image, property values in area

Problems with union labor to be surmounted R

Liability issues

Potential problems related to duration of agreement
v «

New York City,
Boston Post Office Square, Boston Five Park, Filene's Park
Seattle Freeway Park

SG Associates, Inc.

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benetits:

Conditions of

Applicability:

4

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

s

Bus Shelters

Bus

.

Voluntary Private Particip'ati’én: private provision and
maintenance of bus shelters in return for advertising

* rights, "magic banker," post office space

Planning, construction, operation

Transit agency
Advertising shelter company
Local government (approve locations)

free construction and mamtenance
advertlsmg revenue
amenity

Transit agency:

Company:
Public:

Sufficient pedestrian or auto traffic to attract
advertisers

Sufficient sidewalk space and other physical conditions
to accept available shelter designs or vnlhngness of
company to provide custom design

Acceptable design of shelter

Also used for benches -- could be used to help pay for
interior station improvements, lighting

Provide securny for unattended fac1ht1es such as the

“magic banker" .

New York City {urban application -- pedestrian traffic)
Rhode Island (rural application -- auto traffic)
Toledo - "magic banker"

e, inc, ]
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Facility:

Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits;

Conditions of

Applicability:

Examples:

Transit Facility

Benefit-Sharing Summary Sheet

Downtown Transportation Center

Bus, Rail, Transit, Light Rail, Ferry, Remote Air Terminal,
Paratransit

Negotiated Investment: Lease or-Sell Development Rights, in
conjunction with private carriers, commercial development )

Planning/acquisition, design, construction, operation

Transit agency

Private bus companies (i.e., Greyhound and Trailways)
Developer . ’
Local government

Parking authority

Transit agency: new terminal, improved amenity for less
cost, consolidated operations, better
transfer facilities, lease revenue from
Jjoint development or lease of space to
private carriers, focus/image for system
“critical mass" of activity on site to
support development; best transit access
for system, reduced need to provide parking

Developer:

Can work for new structures or rehabilitation

Private bus company can participate either by financing
terminal construction and leasing back to transit agency,
or vice versa.

Coordinate with Tocal governments to be sure requirements
for bus circulation, parking are met .. R

Cedar Rapids, lowa (used tax increment financing)
Michigan Passenger Terminal Program (see case study)
Vancouver, B.C. (combined with rail, ferry terminal)
Brockton, MA (rehabilitated older CBD commercial btock)
Seattle, Washington .

Portland, Oregon -- Clackamas Town Center

South Station, Boston

Bridgeport, CT - small city example .
Fargo, N. D. .
Downtown Chicago (includes remote air terminal/travel
agencies connected with subway extension to 0'Hare)

e, Inc. —_J

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of
Applicability:

Examples:

Transit Facilit
Benefit-Sharing Summary Sheet

Sub_u rban Transportation Center

-

Bus, Paratransit, -(possibly Light Rail)

Negotiated investment: Shopping center or other use such
as stadium, park, race track, or other park and ride
facility shares costs of shelters, terminal facilities,
designates distant parking spaces for park-and-ride on
weekdays (except peak demand days)

P'lanning/acquisition, design, construction, operation

Transit agency ‘
Shopping center developer/manager

Transit agency: provision and operation of facility at
lower cost .

Developer: better service to mall
reduced need for parking (especially for
enployees)
providing waiting space discourages wait-
=t ing passengers in front of stores
revenue from concessions at bus facility
Public funds possible for bus facility,
Public: Convenience, comfort

Increased reliability of service to mall

Separate buses from other traffic

Approval from shopping center lender/bondholders, etc.
may be required - new development

Liability issues must be worked out

Cost sharing for internal roadways as result of added
demands from buses has to be worked out

“Serramonte Transit Center, San Mateo, CA

Mission Valley/Fashion Valley, Calif (Hahn Co. developer)
Bellevue, WA -

Portland, OR

SG Assocutes. tnc, —J
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Transit Mall

Bus, Light Rail

Benefit assessment district
Planning, construction, operation

Transit agency

Downtown business organization
Abutters

Local government

facilities maintained at no cost
improved amenity, focus for system
Local government: higher level of ‘maintenance paid for
from dedicated revenue source

transit mall used as catalyst for
downtown renewal activity

higher level of maintenance provided;
continuing funding for mall area .
increased property values as result of
mall

:lransit agency:

Private sector:

helpful to have organized downtown business association
preferable to have mechanism in place before mall
development (use mall as “carrot"); some states require
special district to be set up as condition of mall appro-
val

gear amount of assessment to degree of benefit from mall

Denver 16th Street Transitway Mall

Chicago State Street Mall

Memphis Mid-American Mall

Portland, Oregon 5th and 6th Avenues Transit Mall
San Jose, CA

Madison, WI State Street Mall

Minneapolis, MN Nicollet Mall

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants-

Benefits:

Conditions of
Applicability:

Examples:

Transit Facilit
Benefit-Sharing summary Sheet

Park and Ride Lots

Bus

Turnkey development: developer acquires land, finances
and constructs lot, then sells lot to agency

Design, Construction

Transit agency
Developer

Local Government
Parking Authority

Transit agency: saves on construction costs

saves time -- only -needs to issue one RFP
short-term profit on land deal; quick
turnaround time as opposed to other
development, thus do not tie up cash for
too long

Developer:

Attractive land costs

Few barriers to land assembly

Land not developable for more intense use

Exploring use for maintenance facilities, entire rail lines

Houston, TX (uses for many lots)
Chattanooga, TN

Hartford, CT

Mid-Pike Center, Montgomery County, MD

SG Associstes. InC, )

$G Associntas, InC.
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Iy

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Parking Facilities

Systenwide

Lease or Sell development rights: (share parking between
transit facility and development)

+ .

Operations, reuse

Transit agency - C. -
Developer :
Local government

More intense use of land
Sale or lease revenue )
Transit access for site_’ :

: Reduced parking requirements
Local government: Tax revenue from development
Jobs, activity

Transit agency:

Developer:

Political ‘acceptability : )
Conduct market research to make sure development can be
supported

Highway_access desirable

Make sure enough parking to meet both commuter needs and
those of development (also financial analysis necessary
to seeif rates/rents can support construction cost for
structured parking)

Route 128 commuter rail station, Dedham/Westwood, MA
WMATA - New Carrollton‘mast.er plan/Amtrak garage

Facility:
Mode:

Type of
Opportunity:
Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facilit
Benef itmgm% Sheet

Parking Lots

Systemwide

Sell or lease existing facility: Lease parking lots in
off-peak times for flea markets, carnivals, etc.

Operation

Transit agency .
Lessee ’
Local government

Transit agency: Lease revenue

Political acceptability
Use must be confined to weekends
Develop tight maintenance agreements

Seattle leasing parking lots for flea markets -

A-18
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Facility: .
Mode:

Type of
Opportunity:

Stage:

Participants:
Benefits:

~

Conditions of
Applicability:

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Surplus Buﬂ‘dings/Pri‘)perty

Systemwide

Lease or sell existing facility
Rehabilitation, reuse

Transit agency
Developer

Transit agency: Sale or lease revenue
More productive return on holdings
Developer: Reduced land cost or other incentives
(weak market situation)

Building or property clearly not required for transit use
Revenue potential depends on condition, strength of real
estate market, proportion of original investment made by
transit agency (return UMTA .and local government share of
original deal)

Transit agency can use space for its own non transit
purposes )

Car Barn reuse for housing -- New Bedford, MA

MBTA Power Plant - Sargent's Wharf, Boston

Many rail station reuse examples - see station sheet
MBTA car barn converted-to police station, Somerville, MA
CTA Chicago sells surplus property items for "nostalgia"-
value at special store

SW Corridor, Boston - salvage materials from corridor
construction (removal of embankment) donated to.City of -
Boston for Franklin Park landscaping job

Fill from subway excavation used to fill old Cambridge
dump for future park- use

MTA, NYC uses abandoned transit station for driver
training (save cost of new facility), another abandoned
station for transit museum

$G Associates, In€. —d

Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Yards/Maintenance Facilities

Light Rail, Rapid Transit, Conmuter Rail, Bus

Sell or lease development rights
Planning, design, operation

Transit agency
Developer

Transit ‘Agency:  Sale ‘or lease revenue
Higher intensity use of land

Local government: Tax revenues

Developer: Revenue from develiopment -

Allow for physical requirements of transit operations
Make sure uses are compatible -- i.e., transit agency

. offices

Because this type of air rights development/is very
expensive, feasibility depends on land scarcity, high

prices in area, and a high premium on location {or high

level of government subsidy)

Riverside Station joint development (portion over light

rail maintenace facility), Newton, MA

Iinois Central Air Rights, Chicago

Vancouver Rail Yards

Toronto Rail Yards

Pan American Bldg, NYC at Grand Central Station

ates. Inc.. —J
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Facility:
Mode:

-Type of
. Opportunity:

Stage:

-‘Participants:

A Benefits:

Conditions of

Applicability:

Examples:

Fransit Facility
Benefit=-Sharing Summary. Sheet

Passes, Farecards, Tickets, Schedulhes

-Systemwi de

Sell advertising rights
Planning, oper‘ations )

Transit agency

-Advertising agency

Transit-agency:  Revenues ‘can support printing of
- materials
‘Incentive to pass purchase
Make- businesses near transit aware

of purchasing power of transit riders

Advertisers: - Reach wide market of transit riders
Gain new customers
Public: Added bonus for riding transit

- Public service advertising
‘Artwork and poetry - bus ad space

Most useful for businesses which operate within entire

Sservice area;.hard-to target systemwide materials to
individual locations

Less flexible than staion or vehicle adverising -
materials generally printed only a few times a year

direct return from promotion

WMATA - Roy-Rogers promotions on farecards

<ﬁoi’e useful for coupon-type promotions, advertisers see

SCRTD - pass. promotions, -coupon books with pass purchase

Facility:

- Mode:

Type of

Opportunity: -

Stage:

Partictpants:

Benefits:

Conditions of

Applicability:

Examples:

Transit Facility
- Benefit-Sharing Summary Sheet

Passes/F a{recards/"r ickets/Schedules

- Systemwide

Voluntary private participation: - Use stores, banks near
bus stops/transit stations as sales outlets

Operation

“Transit agency
- Businesses

Transit agency: Expand sales network at no/low cost

Businesses: Br'ing customers in -- offsets perceived
negative impact of bus stop

Pubtic: Convenience

Good pedestrian connections between stores and transit
station or bus stop

WMATA, Washington, D.C. using Fotomat stores for fare-
card sales

AR-22
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Facility:
Mode:

Type of
Opportunity:

Stage:

Participants:

Benefits:

Conditions of -

Applicability:
' .
Examples:

Transit Facility
Benefit-Sharing Summary Sheet

Passes/Farecards/Tickets/Schedules

‘Systenwide

Voluntary private participation: Employer pass subsidy
Operation

Transit agency
Businesses

Transit agency: Increase regular ridership/pass sales
Allows greater incertive to purchase

passes at no extra cost to agency

Employers: Low cost benefit to keep and attract labor .
Save on parking
Public: Cheaper pass price

More convenient purchase

Most attractive to employers in services, hospitals and
universities; many clerical workers, students

Tight labor market

Good transit service.

Seattle
Des Moines, Iowa

Facility:
Mode:

Type of
Opportunity:

Stage:
Participants:

Benefits:

Conditions of

Applicability:

Examples:

Transit. Facility ’
Benefit-Sharing Summary Sheet

Vehicles, stations, terminals, ROW, shelters

Systemwide

Sell advertising rights
Operation

Transit’ agency .
Advertising agency

Added revenues
Wide exposure to passengers (interior)
and drivers and pedestrians (exterior)

Transit agency:
Advertisers:

Applicable for all facilities

Reexamine advertising program, bid procedures, fees for
various locations

Make sure specifications for bus purchase allow for,
provision of standard advertising signs

New York City
SCRTD. Los Angeles

aie8. tne, 1
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APPENDIX B

BENEFIT-SHARING STRATEGY SUMMARY SHEETS

The following pages in this appendix summarize overall cat-
egories of benefit-sharing strategies, as listed in Figure 5 of the
text. They are intended to briefly summarize the strategies de-
scribed in the text, in “Transit Agency Experience in Benefit-
Sharing.” In addition, the summary sheets list the types of
facilities for which each strategy is applicable, and so can be
cross-referenced with the summary sheets by facility type in
Appendix A. As with the Appendix A work sheets, brief ‘“‘con-
ditions of applicability” which influence success or failure are
listed, along with examples of recent applications. The cases,
references, and text can also be consulted for fuller explanations
of techniques of interest.

Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement:

Typical Role of
Transit Authofitx:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Land banking: public acquisition and holding of lan

for future use to implement transit and land use polic

Corridor/ROW, Stations, Terminals, Transportation
Centers Park and Ride Lots, Yards/Maintenance
Facilities

Planning, design, acquisition

State cpnstitut%ona] and stétutory authority, local
. legislative and budget authority

Advance planning of routes, major facilities in con
Jjunction with local planning efforts
Designation of property for reservation/acquisition

d

Appraisal, negotiation, acquisition and condemnation

Interim use of property, or lease for interim use

Political feasibility
< Adequate funds for acquisition, interim maintenance
-Long term planning process enabling designation of
required properties well in advance of actual need
or price increases
UMTA - Advance Land Acquisition Program -- 100% of
land costs for properties to be used for transit
within ten years.

Houston -- Harris County MTA
Boston -- MBTA
Philadelphia -- SEPTA
Toronto

B-2
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Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority

Required to
Implement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strateqy Summary Sheet

Leasing/Selling Development Rights: Action by the
transit agency, usually in conjunction with other
public agencies, to dispose of surplus property
rights :

Corridor/Row,' Stations, Stops, Terminals, Downtown
Transportation: Centers, Parking Facilities, Yards/
Maintenance Facilities

Can apply on air rights or supplemental property

Planning, design; acquisition, construction, opera-
tion/maintenance, reuse ’

Statutory authority for condemnation of- supplemental
property .

Statutory authority to lease or sell air rights or
supplemental property for private development

Plan routes and alignments to maximize market and op-
portunities for use of this technique

Participate in planning/design of stations and
surrounding areas in cooperation with local
planning agencies

Negotiate with private developers -- participate in
“déal making" process, coordinate design and con-
struction, post-development operating agreements

Market studies to demonstrate type and scale of
markets - ) [

Title to, or ability to assemble, land

Availability of development rights not necessary for
transit operations.

Accommodate needs of transit riders (esp. parking)

Political feasibility - N

Existing station areas may also possess potential

International House, Washington, D.C.

Van Ness Station, Washington, D.C.

Market Street East Galleria, Philadelphia

Montreal Metro Stations

Denver transit mall terminals

Johnstown, Cedar Rapids transportation centers

WMATA -- New Carrollton, Bethesda, White Flint,
Friendship Heights .

Technique:

-Types of Facility/

Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement:

Typical Role of

Transit Authority:

Conditions of
Applicability:

Examples: °

Benefit-Sharing Strategy Summary Sheet

Negotiated Investments -- Land Contribution: Deve-
lopers or Public Agencies contribute land for
transit use

Corridor/ROW, Stations, Stops, Shelters, Terminals,
Transportation Centers

Planning, acquisition

Statutory authority by the recipient agency to accept
only the portion of the property rights donated. In
the case of a public agency donor, statutory .
authority/administrative procedures to effect the
transfer -

Initiates contact with landowner/prospective
developer = i o .

Negotiates valué of ‘property (or portwr] of .property
rights to be donated), terms of donation, access
agreements for future development, other aspects/
limitations on future development and use

Single ownership of large parcels: ;' c )
Property/development rights remaining in possession

of donor after donation to permit recoupment of"the’
* value of rights donated, or other "quid pro quo".

Southwest Corridor, Boston .
Friendship Heights, Hashington,‘ D.C./Maryla_nd

-B-3
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Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority

Required to
Implement :

Typical Role of
Transit Authority:

Conditions Aof
Applicability:

Examples:

Benefit-Sharing -Strateqy Summary Sheet

Negotiated Investments =- Shared Right-of-Way: Two
or more public and/or private entities share use of
a common right-of-way

Corridor/ROW

Planning, acquisition, operation/maintenance

Statutory authority to negotiate common use and oper-
ation/maintenance agreements

Study/seek opportunities for cost savings through
shared right-of-way . :

Plan transit routes in conjunction with local
planning process to take advantage of such
potential i ’

Initiate contact with prospective co-user/owner

Negotiate value of access or other portion of prop-
erty rights required, access arrangements, other
aspects/limitations on use

Adequate width for right-of-way, suitable profile
(grades and curves); easier to create HOV/bus lanes
in existing ROW, for new rail, must ‘consider in
early planning stage

Ability to connect to existing system

Ability to mesh planning, funding, and construction
schedules :

May. not be best action in terms of encouraging devel-
opment; more difficult to create station-related
parcels; abandoned rail ROW's, in particular, removed
from activity centers

Chicago Dan Ryan subway, airport line
Houston busway

Los Angeles freeway busways

BART Concord line

WMATA use of Amtrak right-of-way

B-5

Technique:

Types -of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement :

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples: '

Benefit-Sharing Strateqy Summary Sheet

Negotiated Investments -- System Interface: Direct
physical tie-in of access from adjoining private or
public development to transit system; i.e., mezza
nines, entrances, parking or bus areas .

Stations, stops, shelters, terminals

Planning, acquisition, design, construction,
operation

Statutory authority to negotiate common use and
operation/maintenance agreements

Work with local planning effort to seek opportunities
for system interface to increase ridership, promote
Jjoint development -

Negotiate with other parties, public and private; par-
ticipate in “"dealmaking" process

Coordinate design and construction efforts

Reach post-development operating agreements

Appropriate planning early in station location and
design process

Design connections to insure logical pedestrian flow.
Negotiate fees/compensation/incentives on a case-by-
case basis, depending on market conditions

Provide for future connections during construction by
use of knock-out panels or similar means

Toledo, Ohio - pedestrian skyway connections to five
downtown bus stations

WMATA - 150 projects possible, could yield $6075
million shared by WMATA and owners -- Farragut North,
Bethesda, Silver Spring, White Flint, others

Montreal Metro -- every type of connection explored
Toronto -- borough constructed two chambers above sub-
way tunnel in anticipation of future development
Miami -- air rights development at Dadeland South, de-
veloper and station jointly to build 1,000-car garage
for transit patrons

08



Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement :

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary - Sheet

Negotiated Investments: Cost-Sharing: 'sharing of
costs ‘of transit facilities.

Stations, shelters, terminals, . transportation
centers, .park and ride lots

Planning, acquisition, design, construction,
operation

Statutory authority to negotiate common use and
operation/maintenance agreements; appropriate '
1iability -coverage

Plan ‘and design for opportunities in conjunction with
local planning process

" Negotiate agreements

Initiate or respond to opportunities which arise
after operation begins

Especially applicable for park and ride facilities,
where shopping center, stadium, or similar use shares
fixed and operating costs of park and ride: operation
Separate buses and other transit -vehicles from autos
Approval from shopping center lender/bondholders,
etc. may be required -

Liability issues must be worked out

Cost sharing for internal roadways as result of added
demands from buses must be negotiated

Serramonte Transit Center, San Mateo, California

Mission Valley/Fashion Valley, CA (Hahn Co.,
developer)

Bellevue, -Washington

Portiand, Oregon

Techni qué:

Types of Facility/

.Development for

which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Lease of Concession Space

Stations, terminals, bus shelters, transit malls

Design, oj;erations

. Statutory authority to enter into lease agreements

.Lessor of space to concession operators

Maximize revenue through tying rentals to
“comparable” rentals in surrounding area, and
providing escalator clauses

Adequate ‘space within station

Secure locations

Electronic installations or vending machines may
require special wiring, provisions for servicing

Toledo hoping to install automatic bank teller machine
("magic banker") outlets in downtown bus stations
SCRTD, Denver, planning for concessions in new rail
and light rail stations

MBTA, Boston, increased concession revenues through
updating rentals and procedures .

Downtown Crossing, Boston, funding mall maintenance
through lease of pushcart space on street within

mall area to merchants

B-7

8-8

18



Technigue:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement:

Typical Role of
Transit Authority:

Conditions of

Applicability:
]
Examples:

‘n'

Benefit-Sharing Strategy Surmary Sheet

Real Estate Management

Systenwide -- all property owned by the transit agency

Operation of mature systems

Nlthln the authority of the transit agency; indivi-
dual projects may requ1re approval of.citizen or
government boards

Acts .as development packager, puts together
guidelines for developnent. Leases or sells prop-
erty

Strong real estate market for parcels intended for
short-term redevelopment

" Look at large suburban parking lots in terms of de-

velopment potential °

. Accommodate needs of transit riders, especially with

respect to parking

Use professional experts to inventory property, ana-
lyze value, rentals, and potential reuse

Consult with tocal governments to secure plan
approval

MBTA in Boston, Route 128 redevelopnent project

CTA, Chicago

BART San Francisco, exploring development potential
for_suburban parking lots -

Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement :

Typical Role of
Transit Authority:

Conditions of

Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Special Benefit Assessment/Special Assessment
District: a special tax levied on all properties
within a designated area (or “"special assessment
district") to fund specified improvements made within
that area

Stations, stops, terminals, transportation centers,
transit malls

Planning, design, construction, operation/maintenance

Special state enabling legislation. Agreement
between interagency or intergovernmental transit
agency collecting taxes to transfer revenues to
transit-agency

Develop proposal and shepherd through administrative
and political process.

Develop assessment formula, dlstlngu1sh1ng between
special benefits to certain property owners and

broader benefits to general community .

Work with local jurisdiction's tax office to
determine basis for assessment formula (i.e., site
size, floor area, etc.) .

Helpful to have organized business association or
mechanism in place before development of
improvements planned. (Some states require im
plementation of the district before transit mall
approval, for example).

Must work closely with those affected

Gear amount of .assessment to degree of benefit from
the improvements

For new systems, helps to have system "momentum"
going before instituting assessment mechanism

Tie specific benefits such as higher levels of main-
tenance into the ordinance to help sell the added
fees . .

Denver, Chicaqo, Memphis, Portland, Minneapolis,
Madison, Wisconsin, New Orleans, San Jose, mainly
for pedestrian or transit malls

Under study in Los Angeles for rapid transit
Miami, Florida - downtown people mover

SG Associates, Inc. ]
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Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
[mplement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Tax Increment Financing: the prospective increase in
property tax revenues from a designated area are ear-
marked to support the cost of transit improvements.
Funds can be used either annually as received or be
derived in advance through sale of bonds which are
then repaid .through annual increments of tax revenues.

Corridor/ROW, stations, terminals, downtown or suburb-
an transit center

Operation/maintenance (initial commitment may need to
be made in early planning stages)

State and local-enabling legislation, which may
entail restrictions on the applications of TIF
(i.e., only in "blighted" areas) )

Statutory authority to float bonds under this scheme
Statutory authority to assign a portion of property
tax revenue to works of a specific agency or to

bonding outside normal budgetary procedures

Possibly authority for local government to back bonds
with full faith and credit and adequate debt
ceiling :

Voter approval (in most cases)

Can initiate consideration of TIF as a source of
funds for transit improvements, or respond to other
public or private groups' interest in providing
additnal improvements (transit or nontransit).

Usually authority for implementation rests with a
redevelopment agency

Adequate increments in property. values projected to
repay bonds or to pay directly for improvements

Adequate base revenues remaining to cover other juris-
diction expenses ~- or authority and political feas-
ibility to increase tax rates ’

California - over 200 projects in 32 cities, including
15 in L.A., ranging from CBD's to neighborhoods

San Francisco - BART Embarcadero station

Cedar Rapids, lowa - downtown transportation center

Beaverton, Oregon - TIF zone established incorporating

most of the CBD to finance urban renewal project in-

cluding improved bus stops and additional lanes

5G Associates. Inc. —

‘Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Leygal Authority
Required to
Implement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Incentive Zoning: Relaxation of ‘development
constraints in exchange for provision of certain
public benefits

Stations, stops, terminals, transportation centers

Planning, design, operation

Local zoning ordinance must permit incentives to be
used; e.g., density bonuses, lifting of height
restrictions, acceleration of development permits
‘process

Possibly authority for downzoning; incentive zoning
does not work unless surrounding zoning is restric-
tive

Transit authority unlikely to control planning or
implementation of this technique. Must work
closely with local planning and zoning offices as
they plan for and implement this approach

Relatively restrictive zoning in force as base-line
condition, in order to encourage developers to
avail themselves of incentives

Political feasibility, particularly if downzoning
necessary

Well-based market analysis, and strong demand for
higher density

Administrative expertise and efficiency

Best suited for large metropolitan areas

New York City MTA midtown master plan

San Francisco

Chicago - 1ifts parking requirements

Toronto

Montgomery County, Maryland (suburban D.C.)
Los Angeles Metro Rail Corridor Specific Plan

5G a
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Technique:

Types of Facility/
Development - for
which Applicable:

Stage in Process
at Which. Applied:

Legal Authority
Required to
Implement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy. Summary -Sheet

Performance Zoning: requirement as a condition of-
zoning that a proposed development meet certain
criteria with respect to its impact on the-
surrounding area’and the systems (e.g., traffic,
transit use) operating in that area

Stations, stops, tenminals, transportation centers

Planning, design, operation

Statutory authority, plus local zoning and develop
ment ordinance provisions

Transit agency unlikely to control planning or im-
plementation of this technique. Must work closely
with local planning and zoning agencies as they plan
and implement this approach.

Ability to specify objectives and mechanisms for
achieving them, as well as measurement-technigues
to be used in enforcement

Enforcement provisions, and adequate staff to enforce

Political feasibility and support, both during plan-
ning and during implementation and enforcement -

Montgomery County, Md - North Bethesda Sector Plans,
parking ordinance revisions

Chicago

Portland, Oregon

5G Associates. inc. |

8-13

Technique:

Types of Facility/
Oevelopment for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement :

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Transfer of Development Rights (TDR)

Parking lots, terminals, storage and maintenance
facilities, stations, bus waiting areas ~

Usually considered where transit-related improvements
are existing, but could come up in context of
planning for more intensive redevelopment of transit-
owned properties

Enabling legislation and procedures for accomplishing
TOR

Authority on part of transit agency to engage in TDR

Initiator or responder when local jurisdiction may
propose this approach in negotiating station area
development acceptable to all actors and those
parties-at-interest on whose behalf the local
government acts .

Transit property is in a location zoned for quite
intensive development, but where opposition exists
from neighboring area

Unavailability or urworkability of joint development
techniques ’

Presence of existing buildings of low density and
high architectural or historic value

Most examples are of architectural preservation

i.e., Grand Central Station, N.Y.

Los Angeles seeking to implement in Metro Rail station
areas as part of Metro Rail Corridor Specific Plan

8-14
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Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement :

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Subdivision/Site Plan Approval Process

Suburban residential, commercial and industrial
development, bus shelters and transfer areas,
street design to accommodate buses

Planning and design, bus service planning

Local subdivision enabling ordinances

Provide design standards to local governments

Participate in design/planning meetings

Lobby to have transit-related provisions incorporated
into ordinances as requirements

Transit agency must take initiative to educate local
governments and developers ~

Low density suburban areas

Greatest results would accrue in rapidly-growing
suburban areas experiencing significant new
residential construction

SEMTA, Detroit area - design standards book for
developers, local governments
COTA brochure, Albany suburban area
WinstonSalem, North Carolina, has adopted design
standards for bus shelter "pads" into subdivision
ordinance

SG Associates. Inc., —]

Technique:

Types of Facility/
Development for
which Applicable:

Stage in Process
at which Applied:

Legal Authority
Required to
Implement:

Typical Role of
Transit Authority:

Conditions of
Applicability:

Examples:

Benefit-Sharing Strategy Summary Sheet

Transit Development Districts/Authorities

Rail, light_rail corridors and stations

Planning and design of new facilities, méjor -
rehabilitation or relocation of existing facilities

Enabling legislation to establish corporation
Authorization to issue bonds

. N

Participates on board of directors or administrative
body

Significant development oppbrtunities at many
locations in the corridor _
Close liaison with transit agency/operations planning

Southwest Corridor Deveiopnent Corporation, Boston
Portland, Oregon, Downtown Local Improvement District

.

SG Assocuates ¢ —J
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APPENDIX C

CASE STUDIES

The following pages in this appendix contain the seven case
study reports as submitted by the research agency.

- Page -

MBTA, Boston, Mass. C-2
Michigan Passenger Terminal Program C-25
New York City Midtown Manhattan Projects C-45
SCRTD, Los Angeles, California C72
TARTA, Toledo, Ohio ] A O (¢} |
Tri-Met, Portland, Oregon e et
WMATA, Washington, D.C. / : + C-139

This research was essentially undertaken in 1984. Institutional
factors affecting private/public partnerships were—and still

are—in the process of radical changg, largely as a result of new

federal policies governing local transportation assistance. The
local programs discussed and the conclusions and recommen-
dations drawn from them are essentially a reflection of the
situation existing at the time the major research work was car-
ried out. ' '

CASE STUDY
MASSACHUSETTS BAY TRANSPORTATION AUTHORITY, BOSTON, MA

Page

INTRODUCTION c-2
MBTA PROPERTY MANAGEMENT PROGRAM . 5
EVOLUTION OF PROCEDURES FOR JOINT DEVELQPMENT OF
MBTA PROPERTY 8
NEW DIRECTIONS- FOR MBTA REAL ESTATE AND DEVELOPMENT
PLANNING . o 15
ISSUES: ELEMENTS OF SUCCESS AND FAILURE 19
Consolidation of Development-Related Functions

Within MBTA 19
A New Look at MBTA Financial Resources 20
Relationship with Local Communities 21
Market Factors ’ 21
REFERENCES 23

LIST OF AGENCIES AND PEOPLE INTERVIEWED 24

MASSACHUSETTS BAY TRANSPORTATION AUTHORITY (BOSTON) CASE STUDY

INTRODUCTION
The Massachusetts Bay Transportation Authority (MBTA) was created in 1964, pur-

suant to Massachusetts General Laws, chapter 161A, section 7, to replace the Metropo-

“litan Transportation Authority. Its primary purpose is to provide mass transportation

service to the 79 cities and towns in its metropolitan Boston district. The MBTA is
governed by a seven member Board of Directors, composed of six members appointed by
the Governor, and the Secretary of Transportation, who serves as chairman. A General
Manager appointed by the Board, currently James O'Leary, is in charge of the day-to-
day operations. The Advisory Board to the MBTA was also established in 1964 un&er

Chapter 161A. It is a regional body created to review and approve the MBTA's annual

‘ operating budget and the state required Program for Mass Transportation. The Advisory

Board consists of the chief executive officers (or their designees) of each of the 79
member municipalities. Each municipality -has a weighted vote on the Advisory Board.

Carrying approximately 150 million annual ﬁasséﬁgersvon its rapid transit, light
rail, commuter rail and bus lines (Figure 1),~thé MBTA serves a popu\afion of
2,608,638 (1980 Census). With 79 op;rating }apia transit stations and 84 commuter
rail stations operating in 1983, two major construction projects are currently under-
way -- ihe Red Line Northwest extension, proposed to terminate at Alewife station in
Cambridge, and the Southwest Corridor Orange Line relocation project, proposed to
terminate at Forest Hills in Boston. kecent1y completed rapid transit extension
projects have added new stations to the Red Line south (Quincy Adams and Braintree
stations) and the Orange Line north (Community College, Sd]livan Square, Wellington,
Malden Center, and Oak Grove stations).

Until the 1970's, the MBTA became involved in property development principally
through its Construction and Operations Directorates, dealing with property owners,

B
local governments, and developers as new lines were extended and stations were de-

c-2
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Figure 1

MBTA SYSTEM MAP

BOSTON

® D)
RIVERSIDE RESERVOIR
-] NEWTON CTR

RAPID TRANSIT LINES EEEE
COMMUTER RAIL LINES ==

Source:

Ld EGLESTON

ouj 9BueQ

:R.ORWAV MiLLS

TO STOUGHTON
FRANRKLIN
ATTLEBOSO

c-3

(QS0UTH STATION

(& BROADWAY

coLumaia(

Rg SAVIN HILL

L2 SHAWMUT

RAPID
TRANSIT
LINES.

A4 NORTH QUINCY

g WOLLASTON
Od QUINCY CENTER
Ad QUINCY ADAMS

\J BRAINTREE

Massachusetts Bay Transportation Authority Advisory Board

SG Assocstes. Inc. ]

signed and constructed. The planning process focused mainly on operational and engi-

neerfng considerations, and "joint development was frequently only an incidental
consideration." (1, p. 139). A shift of perspective occurred in the early 1970's,
however, as a resulé’of the Boston Transportation Planning Review (BTPR) which
st;essed the‘philosophy that transit should be located and designed to support devel-
opment . ’ )

Since the BTPR, the MBTA has become involved in benefit-sharing through three
types of scenarios, as discussed below. ‘

. In the most typical case, the MBTA is approached by a local redevelopment or
planning agency or a developer regarding the feasibility of station improve-
ments or connections in conjunction with a redevelopment project. Or, the
local agency initiates contact based on its ideas for use of a Federal
funding program (such as Urban Initiatives) available only to MBTA. In this
scenario, the impetus for joint development comes from outside the transit
agency. Given market conditions in the Boston region, most of the instances
of this type have occurred in downtown Boston; however, in the 1980's rede-
velopment activity in Quincy and Cambridge (Lechmere, Kendall, Davis Square
and Alewife stations) has led to pursuit of transit related projects in the
inner suburbs as well.

[} In the Southwest Corridor scenario, the MBTA has been a lead agency in
transit-related development planning. In this case, due to the long politi-
cal history of the abandoned Southwest Expressway project, redevelopment
objectives were equal in importance to transit service objectives in plan-
ning and design. The plan involves rebuilding the Orange Line rapid transit
from downtown Boston to Forest Hills and the Amtrak/commuter rail right of
way in the corridor. Because extensive land had already been cleared for
the abandoned highway, its redevelopment was: specifically planned concur-
rently with the transit plannning. Benefit-sharing strategies employed for
the Southwest Corridor, scheduied to open in 1987 include:

-- Publication by MBTA of the Southwest Corridor Development Plan which
discusses in detail development opportunities for each land use parcel;

-~ "The Southwest Corridor Memorandum of Agfeement which establishes a
comprehensive citizen participation program;

-- Station area joint development projects at nine new stations;
-- Arterial street relocation and upgrading;

-- Improved pedestrian linkages across decked-over sections of the corri-
dor;

--  Provision of & linear park extending along the corridor from downtown
to Forest Hills;

c-4
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-- Lease of retail and concession space within and adjacent to each sta-
tion to stimulate activity within and around the stations and to pro-
duce revenue for the MBTA.

The case of Southwest Corridor illustrates the sensitivity of the develop-
_ment community to construction timing and market considerations. The
Southwest Corridor Development Plan was issued in Fall, 1979. Actual de-
veloper interest in the various parcels has lagged, however, until 1984.
Today, now that there is certainty that the new line will indeed open’in
1987, developers are ready to make commitments in the station areas. Due to
its lead role in the early planning, the MBTA continues to take an active
role in furthering development in the corridor.

e  Finally, the MBTA has begun to pursue a new role in development, that of
exploiting the development potential of its own extensive property holdings.
This new direction has been motivated by sewveral factors, including:

-- the acquisition by MBTA in 1976 of 149 miles or Right-of-Way and subsi-
diary holdings from Penn Central and 451 miles from the Boston & Maine
line under UMTA's Property Acquisition Program;

-- Passage of an amendment to "Proposition 2-1/2", property tax cutting
legislation in Massachusetts, which limited the annual local government

assessments for the MBTA district as a whole (funded wholly through the

property tax) to 102% of the previous years's assessment. This legis-
lation has led the MBTA to examine new revenue sources as alternatives
to the property tax.

-- Interest of developers in MBTA property at the North Quincy station:
In this case the developers approached the MBTA about an office
development on air rights over the station parking lot. This develop-
ment, now under construction, showed the MBTA it might generate lease
revenue through joint development deals.
In the course of pursuing this final area, the MBTA has also begun to consolidate
all of its development related functions. The history and status of these efforts are

the focus of this case study.

MBTA PROPERTY MANAGEMENT PROGRAM:

The first effort of the MBTA in evaluating the potential value of its land
holdi_ngs involved exémim‘ng the 1973 inventory of properties suppliéd by Penn Central,
which included estimates of income poteﬁtial. As 6uth'ned by ULI, this i‘n'ventory“,
which involved 300 holdings, presented problems of information gaps, extremely old
leases, and "obscure bits of property.” A second inventory was conducted of the 2,000

leases and agreements in force at the time of the B & M property sale. Again, many of

C-5

the leases were extremely old, and many discrepancies with the sale inventory were

found. "The rail-roads had administered /the leases/ through their land or tax
departments and had not considered the property values as distinct from the function
of the railraod. Thus, properties with the potential of producing high incomes (in-
cluding joint development possibilities) were often rented to low-rent tenants under
outmoded agreements. Also, air and subsurface rights had not been developed, and
‘squatters' claiming adverse possession of some .property were an additional aggrava-
tion." (1, p. 140)

Prior to 1980, real estate matters within the MBTA were the responsibility of a
Propeﬁy Committee, chaired by the director of the budget with membership from each
major MBTA department. In 1976, the Property Committee chose to take an "incremental
approach” to gathering accurate information on all the properties, renegotiating
leases, and encouraging joint development, as opposed to launching a comprehensive
inventory.

In 1980, howéver, property mahagement functions were consolidated into a De-
partment of Real Estate Management. Given staff capabilities in the real estate area,
the new department undertook the task of systematically producing a real estate parcel
inventory and providing a consistent, comprehensive data base to enable the MBTA to
“gain quick access to information on its property holdings, to develop better know-
ledge of the revenue genefating potential of these holdings and to prepare for a
reports generating capacity." (2, p. 1) Phase I of the study, completed in January,
1983, involved a real estate parcel inventory and information base for the rapid
transit system and a property management study that analyzed all MBTA leases in detail
and provided recommendations on lease administration.

Figure 2 illustrates the information collected for each parcel. As of Summer,
1984, this information was contained in a card file maintained by the Real Estate

Department. The information on the cards was gathered from municipal assessors re-

c-6
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Figure 2°
PARCEL INFORMATION CARD:

Parcel ID Number: MBTA Ox [}

Street Address: -___City - County,

Description of Parcel -Physical Characteristics:

UMTA Grant Numb

Original Cost of Land: __Zoning:

MBTA Order of Taking § : Areas: a) Land.
Date of Acquisition:. Land Plan Map #/Parcel #:

.b) Building_-

-Book &-Pg. # of Deed or Order of Taking:

Land Court Cert. § . Assassor's §

Previous Owner:

Statutes Affecting Use:- . £ ¥

cords and mapped on a tracking plan. Data on the cards were collected from MBTA and
mum'c_:ipal sources, including deeds, orders of taking, land court certificates and
registry books. Field visits were.made as a check on the plans and to obtain up to
dateland use and physical "condition information. A directed effort was made to
collect information related to parcel developability and value capture potential.
Figure 3 illustrates the simple 5 digit code used to summarize the information. -This
format is-easily adapted for computer sorting.

In the course of the study, ERA identified 27 properties suitable for joint -

development, primarily located in rapid-transit station areas. Most of the larger

parce_ls, more suited to joint development, are on the commuter; rail lines and afe thus.

not yet inventoried. .
Phase.ll of the study, underway in 1984, will expand the .inventory and data base

to the E&mmu;er rail system and explore options for computerization. ‘Expansion of the

system to include buildings, major structures and other -important appurtenances is

contemplated.

EVOLUTIONGF . PROCEDURES FOR JOINT.DEVELOPMENT 'OF -MBTA PROPERTY

Value Capture Code: - Comments on Value Captuce: -

Mditional Data:

Source: (2)
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In 1983, following publication of the Property Management Study results, the MBTA
initiated a development program to intensify the use. of their property, capitalize on
the oppor.-tunity for additional revenue, upgrade transportation facilities and allow
for private management of MBTA property..As a first step in tﬁe program, MBTA General

Manager James O'Leary hired Robert F. Walsh Associates as-consultants to evaluate

development ‘potential at selected MBTA.properties. - Nine sites in four categories were -

initially examined, including: obsolete power plants, under-utilized Yand in high
market demand areas, parking-facilities in-commercial areas and town centers. From -
these, four sites wére chosen for detailed analysis because they represented a range
of issues of interest to MBTA, as follows:

1. Route 128 commuter rail station. in Westwood/Dedham was. chosen because of its
apparent marketability, the apparent need by. @ major .corporate neighbor to

c-8

68



Figure 3
VALUE CAPTURE AND PHYSICAL DESCRIPTION CODES

VALUE CAPTURE CODE

Bach parcel has been assigned a S-digit value capture code. The
five digits pertain directly to parcel developability and are located
under “value capture code” on the parcel information cards. The meaning
of each digit is summarized below.

Picst Digit - - value of Adjacent tand Uses

A Righ (eg: high density commercial).

B Medium (eg: low density commercial, waterfronting).

(o] Low (eg: low value cesidential, industrial, rundown
commercial) . : ’

Second Digit - - Development Status of Parcel

0 Currently developed (includes tracks, buildings, bridges).
1 Not developed (includes.vacant land, -parking lots).

Third bigit - - Patcel's-klationshlg to Rail Operations

o Actively used for transit operations (includes R.O.W.,
actively used station parking areas, bus garages).

1 Not actively used for transit operations (includes
underutilized parking areas, vacant property).

Fourth Digit - - Complexity to Develop Parcel for New Uses (from
construction standpoint) ° .

0 Complex to develop on or over.
1 Easy to develop on or over. -

Pifth Digit - - Potential for Creating Direct Passenger Access

Between an Adjancent Land Use and a Station Area
Property

O Little or No Economic Advantage from Tie~in

1 Good Economic Advantage from Tie-in .

9 Non-station Area ‘Parcel, Tie-in Not . Economically
Advantageous

The coding . allows quick__ interpretation of the parcel's
develogabilitz status. For example:

Alll.......... Indicates that .the parcel has the ideal conditions
for lease or sale to commercial development
‘interests.

Source: (2)
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Figure 3 (cont'd)

Bllleiosenono Indicates that  the market {s not quite as strong
{(as "A") but that the physical conditions for the
development are nevertheless ideal.

Clll.civennne May be indicative of a parcel that may be
“"excessed” to adjacent land owners.

C000..vecanss Is typical of right-of-way parcels.

‘These codes can .be visually interpreted while manually sotting
through the cards or, even more ideally, the code can be used for
computer. sorting of the most developable parcels. Computer software can
effectively insulate the terminal user from the actual code itself. For
example, the user could instruct the computer to locate all of the
parcels with priority development potential. The computer might then
locate all Alll and Blll coded parcels automatically and create a
"report® which would list each parcel and show the address, parcel
description, and the "comments on value capture.”

The fifth digit in the value capture code indicates the parcel's
Potential for creating direct passenger access between an adjacent land
use and a station area property (Washington Station being an example).
This is not joint development in the 'sense of more intensely developing
transit Dproperty, {nstead it is tieing-in a station with adjacent,

privately owned property. A "9 indicates a non~station area property.
A "0" indicates a station area property that is not ideally suited for

creating a direct passenger tie-in. This is usually because adjacent
land uses aren't intense enough to merit a direct station linkage. A
"l" indicates a station area property that has good potential to be
directly linked to adjacent land uses, where the tie-in would create
development value for’ those adjacent uses. The MBTA might benefit from
these instances by, 1) generation of MBTA ridership from buildings
-erected on adjacent parcels and, 2) leasing of tie-in facilities to the
owner of the adjacent property.
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expand-and the fact that the parking area was significantly under.utilized.
2. The Riverside light rail station, maintenance facility and parking lot at
- Route 128 in Newton was chosen because of its obvious marketability and the
history of attempts to develop it.

3. Dedham Square was chosen because the land had no future transportation
.related purposes and was a parcel that could be declared surplus and con-
veyed to the municipality or made available for private development.

4, The obsolete East First Street power plant in East Boston was chosen because
of the lack of apparent transportation purpose and because Boston Edison was
actively negotiating to purchase it from the MBTA.

In developing the program, the objective of the General Manager was to devise a
process that would not require enabling legislation or in any way affect existing
legislation. Because the MBTA is a regional authority, responsible to its 79 cities
and towns, it was important to determine whether development of its-land holdings was
authorized under the “public purpose” t}\e Authority was set up to.serve. It was also
‘necessary to determine whether the MBTA could forego traditional bidding procedures
and choose a developer based on economic, market, and design related criteria rather
than sell or lease land to the highest bidder. Thus a first step was td contact the
Transportation Committee of the State House of Representatives to make sure the MBTA
would not violate any statutes by engaging in joint development acfivity and to obtain
approval from the Inspector General that the MBTA had proper authority to pursue
development opportunities and to establish its own criteria for selling or leasing its
property. The conclusions were that the MBTA .could sell or lease its property for
development and choose developers providing that "sound reasons in the public interest
for choosing other than the highest bidder were established" (3). Since the MBTA has
obtained these approvals, development projects will be less likely to be challenged
politically or in court.

Other issues that arose early in the process involved the MBTA's tax exempt
status and its exemption from zoning, both granted to the Authority, of course, as a

public transportation provider and not as a developer. Clarifying the éxtent to which
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new developments might improve transportation service and ridership was also a con-
cern. To address these issues, a set of formal Procedures for Joint Development of
Property was'developed by the MBTA's consultant and circulated for review to affected
parties. Comments were sought from the MBTA Board of Directors, the Advisory Board,

the transportation committees in the legislature, the Inspector General, the Greater

. Boston Real Estate Board, and the Chamber of Commerce. The-result is the procedures

shown in Figure 4. These.procedures provide the basis for dealing with development in .

a more coherent fashion within the MBTA. Traditionally, the development function at
the MBTA had been carried out by the operations directorate under the General Manager.
Short term leases or licenses of MBTA property, on the other hand, were handled by the
real estate management department. The decision was made to locate the new develop-
ment program initially in the real estate management department.

The first test case of the development program has been the development of a six-
acre MBTA commuter rail station and a 600 car parking lot at Route ~128 in
Westwood/Dedham, one of the sites identified by Walsh Associates as a feasible
development parcel. From a transportation point of view, the station serves both MB]’A
commuter rail service to Boston and Amtrak intercity service between Boston-Provi- -
dence, New York City and bgyond. The project was developed through the following
process:

e  Walsh Associates performed initial site analysis and market studies to
determine an optimum development program for the site;

) A developer's kit was prepared and circulated;

] Proposals were received from two developers, one of which was clearly su-
perior to the o;he( in terms of meeting the MBTA's objectives;

. This developer was selected and approved by the MBTA Board;

. Financial negotiations between the MBTA, the developer and the two
towns proceeded; and

[} The Massachusetts environmental review process was initiated.

The approved development plan consists of a 250 room hotel with 200,000 square

c-12
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1.

v,

VI.

Source:

Figure 4
SUMMARY OF MBTA PROCEDURES FOR JOINT DEVELOPMENT‘OF PROPERTY

Designation of a Site as Surplus for Future Transportation Needs
Board Approval and Notification of Surplus Designation

Preparation of Preliminary Development Plan and Public Hearing
- Conduct Market Feasibility Analysis

- Prepare Preliminary Development Plan

- Submit Plan to Local Planning Board or Agency

- Hold Public Hearing in Development Area

- Submit Plan and Responses to Public Comment to Board T -
Preparation of Joint Development Prospectus (Request for Proposal)

Developer Selection

- Convene Development Review Committee.
- Review and Evaluate Proposals

- Recommend 2-4 Firms for Negotiation
- Designate Preferred -Firm

- Conduct Negotiations

- Obtain Board Approval

- Select Firm

Final Approvals-

MBTA °

feet of office space in three buildings and 1070 parking spaces, 320 to serve the

dévelopment and 750 to serve MBTA commuters. Market conditions support this upgrading -

from warehouse-distribution use (current zoning) to more intense commercial develop-
ment. The design allows for a coherent-phasing of the development with minimal
disruption to the MBTA commuter.

As of autumn, 1984, it is envisioned that the environmental approval process will
be completed and necessary negotiated solutions rgached to allow construction to begin
in Spring, 1985.. L v

Issues which have arisen in the environmental review and negotiation process
in.clude:

. Sufficiency of parking on the site to serve both the development, the MBTA
commuters and intercity rail passengers; :

[} Height of buildi;\gs as raised by the adjoining residential neighborhood in
Westwood; '

. Impacts of the development on the quantity and quality of water supply; and -

[] Impacts on municipal services.

The financial details have not been finalized because the development has not
been finalized. In fact what will.occur is an annual ground lease to the MBTA plus
MBTA participation in net income after a certain level of return to the investors and
developers. When the project is built -in its entirety the payment in lieu.of tax to
the towns would -be approximately $600,000-$700,000 and annual revenue to the MBTA
would approach $600,000. The revenue implications. to the MBTA are-apparent: when
compared to the ongoing gross revenue to the MBTA for parking of $1.00-$1.50  per space
per day. The in lieu payments to the towns are significant as an alternative to
property taxes which are limited by Proposition 2-1/2 to 2-1/2% of assessed value, and
thus represent a valuable negotiating tool for the MBTA.

The Route 128 package is more than a simple land development opportunity because

of the fact that the land is in two towns which have a history of competition rather

c-14
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than cooperation. Both Westwood and Dedham have at best part-time government which
impedes progress in the public development process as far as obtaining necessary

" municipal approvals. Issues of impact on municipal services, infrastructure, height,
liquor licenses and just a general antidevelopment feeling that prevails in both towns
present problems that have been difficult tb work through.

It is interesting to note that a policy decision was made that the developers and
the development would be subject to local approvals, even though the MBTA is not -
subject to local building or zoning codes. The decision was based upon a judgment by
the General Manager that the public development should be subject to public review
through whatever process the affected town establishes. The situation is compounded
becausé 'the MBTA has ofher issues that affect both towns and as often happens the
governing bodies of both towns want to negotiate all outstanding issues between the
town and the MBTA around the development project. - The MBTA ﬁas used its consultants
to work out the financial negotiations and arbitrate the development and transit
service issues of concern to'the towns. ‘As of Autumn, 1984, the likelihood of a

successful agreement .appears good.

NEW DIRECTIONS FOR MBTA.REAL ESTATE AND DEVELOPMENT PLANNING

The Joint Development Prfogram has reached a point where it is generally rect_)g-
nized as being of positive value to tr{e MBTA as a revenue genefator, a source for‘
improved facilities, and an opportunity to provide more convenient facilities for
commuters. It is ob;fious at this point that the MBTA is beginning to focus more
attention on the program by the hiring of a director of developmen_t and by making this
program part of the management family of the MBTA.

Hired in the summer of 1984; the MBTA's new real eétate development coordinator,’
Jaci Hall, isvresponsiiﬂe for consolidating development re1ated_ functions within the
Authority which have been dispersed among many departments. The impetus for the.new

role, which arose from the ERA property management study and the Walsh consultant
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studies is found both in the revenue-generation potential of the considerable MBTA
property holdings and the desire of the Authority to work with communities within its
aistrict to stimulate and insure appropriate development.

As Hall sees it, the issue in an older area such as the Boston region is less one
of directing growth than in working with localities to support their established
growth policies. While the MBTA is exempt from local zoning, their development policy
does stipulate that the Authority work with local communities in deciding the type and
extent of development on MBTA property. MBTA has a powerful negotiating tool in its
tax exempt status. Development on MBTA property will thus result in negotiated "in
lieu" payments‘to the towns as opposed to property taxes. These new revenues repre-
sent a new revenue source for the localities which is outside the limitations of the
Proposition 2-1/2 ;;Eoperty tax bill. Beyond its property holdings the MBTA has sub-
stantial financial resources which enable it to participate in de\;e]opment deals,
including its bonding authority; its pension funds and its leverage with the financial
institutions with whom the MBTA does business.

For the next three years, the new department will take an incremental approach to
consotidating deve]obment-related functions within the agency moving some staff from
existing MB:I'A departments and slowly adding new staff. The agenda for the new depart-
ment will be:

1. To complete joint development projects currently underway, such as the Route

128 development, creation of condominiums in an abandoned power station on
lc.;flus:t;)ln Wharf on the downtown Waterfront, and the Southwest Corridor par-

2. Identifying new sites with sufficient market interest and where the MBTA has
something to gain;

3. Locking at development possibilities for core area stations where the sta-
tion improvements would be a catalyst for area redevelopment, such as Broad-
way and Fields Corner Red Line station in Dorchester, Maverick Blue Line
station in East Boston and Davis Square station in Somerville;

4. Increasing revenue from leases and concessions in stations and station

areas. The focus will be on new stations, such as those on the Southwest
Corridor where every station has concession space ranging from 5500 square

C-16
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feet to 12,000 square feet. The ERA study concluded that updating lease
terms and preparing new leases could generate significant revenue increases,
-~ particularly in the areas of advertising and parking. Concession revenues
were assigned a "medium" potential in revenue generation. In 1983, Walsh
Associates had looked at MBTA lease procedures for the General Manager and
developed a formula for setting concession lease fees which was tied to the
volumes of passengers going through the station (Figure 5).
As part of the Southwest Corridor project the MBTA is using its development
consultants to refine the lease procedures and apply them to the Southwest
Corridor stations. As other leases come up for renewal, they will also be
looked at in terms of the new formula. Lease revenue is a major factor for
: the South station project, for example.

-

In the longer term, the new depart;nent will lo_ok at development poésjbﬂities
related to the commuter rail system. As Jaci Hali sees it, a whole different set of
issues applies to thé commuter rail stat;io;s in ‘the less dense suburban .;nd semi~rural
areas’. Diffe'rent types and densities of development are “desirable and dif.ferent types
of approaches are ;ecessary in these other com:nunities which are less sophisticated in
planning and implementing development projects.

Ms. Hall sees the development department as pursuing many opportunities over the
next few years. She would like to coordinate.the newly completed property inventory
data with other system data for transit and rail, and expand the information to be
more useful for development purposes. The ‘role she foresees for her department will
lead to more involvement by MBTA in land use and-development planning and more coordi-
nation -with other agencies. "Older transit authorities have land banked by default.
We must change this to land bank strategically. When an agency is involved in
development, it must look at all publicly owned land-and join forces with other public
aéencies" {4). To support the interagency coordination, the Massachusetts Executive
Office of Transportation and Construction has appointed its own coordinator for all
transportation related land development. He serves as official state_ agency liaison
on development matters.

Hall agrees, however, that establishing this type of role at.the MBTA will
involve gradually changing some long standing attitudes. “"Development is a dynamic
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(Average Daily x (% of Ridership

Figure 5
- LEASE FORMULA

MASSACHUSETTS BAY TRANSPORTATION AUTHORITY
. STATION CONCESSION.KIOSK'. .

PART 1

x (Average

Ridership) patronizing kiosk) Expenditure) Days)
i : '
PART 2 B

Source:

(Annual Gross Income) x (% Payment) = Annual Lease Amount

PART 3

(Annual Lease Amount) x (Location Value) = Annual Lease Payment

R L

Kiosk Location Values

Kiosk Location - Multiple

a) Waiting platform .

Good visibility - inside location 1.00
b) Waiting platform

Fair visibility - outside location .95
¢) Turnstyle/corridor .

Good exposure .95

Y .

d) Turnstyle/corridor

Poor exposure - out of way location . .80

Robert F. Walsh Associates

1 . .

.

56 A

x (260 = Annual Gross Income
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process which is very different than providing a service, which is what transit
agencies are geared to do. Even new construction is done to the end of providing
service. In development decisions are made for development's sake® (4).

To make the development function permanent, the new staff is looking eventually
to develop ways to recoup a percentage of revenues generated through the development
efforts to pay for salaries and expenses. To do this, accounting procedures must be
modified to account for income generated by development separately from other sources.
”T'Ms will help to justify and protect the development function to build in accountabi-

lity and to provide motivation for generating new projecis.

ISSUES: ELEMENTS OF SUCCESS AND FAILURE

.. The MBTA case.;illustrates an older transit agency whose General Manager,
motivated.both by funding restrictions and the recommendations of an internal property
management study, came to an awareness of tvhe revenue generation potential of MBTA
property development. The actions initiated by the General Manager have led to a new
awareness by the agency of .the relationships between trans?t andﬁdevelopment and to
institutional efforts to further a development.role. In this regard, several elements

will influence the outcome of the new development role within the Authority.

Consolidation of Development-Related Functions Within MBTA

' As mentioned abo(re. functions related to real estate and property management have
been scattered vthr"'oug"r/xogt the Authority. The Real Estste department, only ;forméd in
1980, has p;'ima;i ly beén concémed with right-of-way acquisition and maintenance
issues. Leases and concessions have long been neglected in terms of revenue poten-
tial. Basic materials such as plans, assessed values, or even the leases themselves
have been overly difficult or impossible to obtain. Station area development has
largely been an incidental concern of the Construction and Operations Directorates.
Far from'pursuing benefit-sharing, the concern has rather been one of making certain

development does not interfere with MBTA operations. Station area design for all

.
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stations systemwide has been delegated to a single individual without direct responsi-
bility to the General Manager. The one active effort to integrate transit and
development, the Southwest drridor project, was conducted in its own department,
jsolated to some extent from the MBTA line departments and subject to political
pressures at the State level. Summarized, dealing with the MBTA on a development
issue has been confusing, time consuming and unbusinesslike from a developer's point
of view, .

In establishing a development related function within the MBTA the Geqeral Mana-
ger wisely took an incremental approach. He first worked with a consultant to explore
the implications of developing MBTA property. The consultant reported directly to him
at a management decision level. In the initial stages, the legal and political
feasibility of establishing a new role was verified before any implementation was
pursued.

Now that the Route 128 test case is well underway and other opportunities have

been identified, the General Manager is ready to establish a new function within the

_ Authority to carry out and expand the development program. Now, one department will

coordinate all development activity and there will be a clear contact point within the
agency for developers and localities dealing with the Authority. Here agéin, however,
the new development department will not be created overnight. As opposed to a new
system such as Metro Rail where UMTA planning funds were used to finance new staff
positions, the MBTA has limited funds to finance new hires. Thus the new department
will be graduaﬂy built up from existing staff positions within other departments.
This reorganization will have to be carefully done so as not to threaten existing

departmental roles.

A New Look at MBTA Financial Resources

The MBTA's property holdings, bonding authority, tax-exempt status, exemption

from zoning, pension funds and bank deposits all represent powerful financial and
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negotiating resources which can be of use in implementing development deals. The new
directions in development planning at the MBTA are leading to a new objective for use
of thése resources and staff capabilities for putting them to work more effectively.
The MBTA Advisory Board has received UMTA funds for a study of long-term capital
financing for the Authority. Given the State tax laws and Federal funding require-
ments it is likely that development-related revenue will play an increasing role in

the MBTA's long term revenue picture.

Relationship With Local Communities

In pursuing its new development role, the MBTA‘has learned the importance of
working closely with the local planning and development agencies involved fo insure an
acceptable package. In its negotiations with local governments, the MBTA must contend
with its generally negative image as a service provider in pursuing its new role as a
developer. The Route 128 "test case" and the Southwest Corridor project have taught
several lessons regarding the advisability of wdrking closely with the local govern-
ments to resolve problems early in the planning. One issue from the MBTA's point of
view has been the lack of professional planning capabilities in some of the smaller
communities or the inability of .communities to fund some of the planning studies
necessary to put the development projects in the proper context. The MBTA is explor-
ing funding this upfront planning for the communities, or doing this planning itself,
and recouping the funds through its negotiations with developers. The MBTA can also
usé its greatér 1evérage to have other public agencié§ conduct some of the necessary

studies.

Market Factors v

The new development activity at the MBTA is tied to some extent to favorable
market conditions in the Boston metropolitan area, both downtown and in the suburbs.
In the case of the North Quincy station joint development for example, the MBTA owned

.ot
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site was the last parcel available for new development in the station area. In
addition, the MBTA construction program launched in the early 1970's is reaching
completion. The Southwest Corridor is a good example of a case where, even though
development was integrated into the planning, actual interest has lagged until con-
struction has proceeded to a point where completion seems certain. In other areas,
however, such as Héllington station in Medford, air rights sold to the city for
development in 1969 have still not been developed. The MBTA is preparing, through its
new department, to keep track of its holdings and construction projects so that the
Authority can respond in a timely fashion to developer requests and act on its own

initiative when the time is right.
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MICHIGAN PASSENGER TERMINAL PROGRAM CASE STUDY

INTRODUCTION

Michigan DOT's statewide passenger terminal program has been in existence since
1976, The impetus for the program actually came from intercity carriers seeking to
meet the threats of escalating fixed costs in the industry and to coordinate all
transportation modes -into single facilities. Administered by the Bureau of Urban and
Public Transportation (UPTRAN) of Michigan DOT, the program's goals are to:

1) Assist comunities in the construction of new facilities;

2) Insure that all facilities are designed to. serve all public transportation
modes in the communities by. integration of all services and development of
intermodal transportation, and to improve the convenience of travel by
public transportation;

3) Improve the safety and comfort of intercity travellers and stimulate in-
creased patronage of intercity carriers by providing bright, safe and

attractive public transportation facilities; and

4) Design facilities to become self-supporting operations (emphasis added) with
all income used to offset the operating and maintenance expenses.

The program makes funding available for upgrading and construc;ion of intermo-
dal transportation centers and terminals, although funding is available for single-
mode terminals as well. Covered are new construction, rehabilitation of existing
buildings, marketing, training, signing, and equipment. The program has been imple-
mented in small to medium sized cities throughout the state, with 10 terminals opera-
ting, two under design or construction, and eight proposed (Figure 1).

The emphasis of this case study is on the effectiveness of the program in making
the terminal facilities seif—supporting in .their operations through lease agreements
with the participating carriers and the lease of office and concession space in the
terminals. In most cases, the program has met this goal, although the examples point
up the need for vigilant property management both in keeping costs down ‘and in adjust-

ing leases to cover costs.

Figure 1
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Source: Michigan 00T, Urban and Public Transportation Division
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This case study was based on a tour of nine Michigan cities conducted by the

study team in June, 1984, with the assistance of Steven Cook of UPTRAN. The nine

projects illustrate both the positive role of the state in encouraging benefit-sharing-

approaches for smaller communities and transit properties, and the importance of
market considerations, maintenance and management to successful operation of the

facilities on the local level.

BENEFIT SHARING STRATEGIES/PROJECTS

The benefit-sharing-techniques of most interest in the Michigan case study are
the shan:ng of costs between the local bus or paratransit companies and the intercity
rail or bus carrier tenants of the-terminals, and the lease of commercial space to
other tenants to meet operating costs for the ierminals. The nine projects examined
in Michigan illustrate various types of arrangements in meeting' the goals of the
program, with varying degrees of success. The projects include both iméginative
reuse/rehabilitation projects and new construction. Project costs range from $50,000
in Dowagiac to $3,000,000 in Flint. Of the nine projects considered, seven are
operating, one is in final design, and the last is in the initial proposal stage. A
brief description of each of the projects and the benefit-sharing apﬁroaches used

follows.,

[ Marquette Transportation Center, Marquette, m

The Marquette Transportation Center-opened in April, 1983 in a renovated

A & P supermarket building to the east of the Central Business District.
The facility includes a local and intercity bus terminal, a maintenance and
storage area, and 10-12,000 square feet of leasable office space on the
second floor. Total project cost was $1.4 million, of which $652,000 was
UMTA funds for the maintenance facility and $750,000 was state terminal
program funds. The facility is owned by the City of Marquette and operated
by the Marquette Transit Authority. Rents from Greyhound, the Alger-Mar-
quette Intermediate School District (which leases storage/maintenance space
for its vehicles and office space for dispatching), and the three second-
floor office tenants cover operating expenses, with a small surplus. Rental:
revenues are expected to increase when some vacant second-floor space is
rented to a pending tenant. While the public transit authority also leases
its space, it is able to do so at a much lower rate due to the .higher rents
charged the other tenants (Figure 2).
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Figure 2

RENTAL RATES: MARQUETTE TRANSPORTATION CENTER

Tenant
Lower Level

Greyhound
Bus Storage

MAISD
MTA
MARQ-TRAN

Upper Level
AMCAB

GNT & A

Cablevision

JULY 1, 1984 - JUNE 30, 1985

Rate

Space Per Sq. Ft.

450 s.f. $3.60
4,087 s.f. 8374
4,612 s.f. $1.60
3,507 s.f. $1.60
4,352 s.f. $3.07

675 s.f. $6.30
2,100 s.f. $5.00
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Annual Rent

$ 1,620.00
$15,285.00
$ 7,379.00
$ 5,755.00

$13,361.00
$ 4,252.00
$10,500.00

SG Ass0cistes, INC, e
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Cadillac Transportation Center, Cadillac, MI

Opening in 1980, in a former auto dealership and garage, the Cadillac Trans-
portation Center serves the local county wide dial-a-ride system , and the
intercity Shortway/Northstar Bus Lines (formerly sharing space in a flower
shop). The facility, which is owned and operated by the city, just breaks
even financially. The main source of income is rent paid by the dial-a-ride
service; the intercity bus company pays no rent, only a commission on tick-
ets sold and packages handled. A small shoe store on the site which was
operating before the center- was built pays a monthly rent; also several
parking spaces are rented to nearby lounges. Initially, some small offices
in the terminal were rented to non-transportation tenants; now these offices
are occupied by the transportation carriers and the Shortway/Northstar
package operation. Office space upstairs is unusable for-rental purposes
due to handicapped accessibility regulations in the state of Michigan which
require ramp or elevator access. The city created a small park on land not
used for parking; however, .some problems have occurred with regard to
loitering and vandalism. To help keep up with utility costs, the center,
with the help of a MDOT demonstration grant, has installed a $10,000 waste-
oil heating system. Heating oil is recycled into the system from the tran-
sit vehicles, several state highway offices, and the general public. The
program has led to a significant reduction in utility costs, with a total
annual heat bill for the entire terminal of only $1100.

Metro Center, Bay Metro Transit, Bay City, MI

The application of Bay Metro Transit to construct a downtown transportation
center combined with a mixed use development project is currently pending
with MDOT. The proposed.site, city owned, is adjacent to a parcel currently
used by a ban for a drive-through facility. When the bank learned that the
transit authority was considering the abutting site for a transportation
center, bank officials offered to deed their site to the city in exchange
for space in the new building. The proposed facility will house Bay Metro
and intercity bus operations on the ground level. Building on

the basic Bay Metro passenger market group of elderly retirees and farmers,
and the interest of the bank in the terminal location, the General Manager
has planned a service-oriented commercial center to include the bank facili-
ties, a fast food restaurant, a city bill-payment center, and a Secretary of
State office to share the ground level terminal facility. As the manager
puts it, "Lots of people come downtown to pay bills and taxes. Now they
have to walk upstairs in City Hall. . . With the terminal, and the res-
taurant (there is now no fast food restaurant in Bay City). the trip down-
town to the bus terminal could be their biggie for the week (1)." In
addition, Bay Metro has interested a private syndicate in financing 60,000
square feet of upper-level office space which would also be rented to help
cover operating costs. A UDAG grant and tax increment finance bonds issued
by the city would also be used to finance a 300-vehicle parking garage.
Total funds required are $8.5 million, of which only $56,000 are requested
from UMTA (Section 9) in support of the local bus transfer facility portion
of the terminal,

‘Flint Transportation Center, Flint, MI

The Flint Transportation Center is in the final design stage. The proposed
facility, to be located on a large site on the outskirts of downtown which
currently houses the authority's offices and maintenance/storage facility,
will serve Amtrak, Indian Trails , Mlchlgan Trailways, Greyhound, and the.
Flint Transit Authorvty. The site is well located near 1-69, a major inter-
state, the north-south track providing rail service to Detroit and the east-
west track providing service to Chicago and Toronto. The transit authority
is counting on substantial rail tour traffic to a new theme park attraction,
Auto World, opened in Summer, 1984, The lower level of the futuristically-
designed terminal will provide the transportation facilities plus 1200
square feet for carefully controlled retail concessions. A second floor
will provide 8500 square feet for which a 200-250 seat "Class A" restaurant
is being sought as a tenant, based on market studies identifying this as the
most feasible use. The General Manager will hold construction bids open
until a commitment from a restaurant tenant is secured. Operating costs are
estimated at $150,000 per year, which will be covered by the restaurant
lease; i.e., the restaurant is expected to generate enough revenue to run
the entire facility. Concession rentals will be.used to establish a contin-
gency fund. The transit authority goal for this facility is to make it a

‘first class transportation center, and to overcome the negative image of bus

and train stations.

Pontiac Transportation Center, Pontiac, MI

Opened in Spring, 1983, the Pontiac Transportation Center is a new three-
level facility, with a heliport on the roof. An underground level serves as
the terminal for Greyhound, Tower Bus, and SEMTA bus operations. The street
level serves as a waiting room and ticket office and contains rental space
housing a travel agency and a Detroit Convention Bureau information booth.
Another area currently used for vending machine food service is intended for
a convenience type store/food service operation catering to passengers and
office workers in the building. The third level contains 7200 square feet
of leasable office space, which is connected by a pedestrian bridge (under
construction in June, 1983) to Phoenix Center, a General Motors office
building and parking garage across the street. The City of Pontiac, which
contributed the land as its share of the $2.8 million project, operates the
center, The City is currently negotiating with GM to lease the second floor
office space. Since the space requires substantial interior finishing to
meet GM's needs, the amortized costs of the necessary improvements will be
accounted for in the lease agreement. Partially because the rental spaces
on the ground and second floor are not rented, operating costs of $127,000
last year were not met by the rental -revenues. The deficit for the first
year was $50,000. Within 2-3 years, however, the City hopes to rent out
all vacant space and to show a profit.

Battle Creek Transportation Center, Battle Creek, MI

Another new facility, the Battle Creek Transportation Center was built to
the south of the downtown when a rail consolidation program eliminated
service from the north tracks, the site of the existing downtown Amtrak
station. The current site was assembled from the former site of the old
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Greyhound station, which was acquired by the city, and adjacent city owned
parcels. The city donated the land as its share of the project costs. The
transportation center serves Amtrak, and Greyhound, Indian Trails, Shortway

and Battle Creek Transit buses. This center does not contain any concession .

space beyond a small newsstand leased at no charge to the State Association
for the Blind. Operating expenses of $43,469 per year are funded through
rental revenues from the carriers. Each of the carriers pays for the exclu-
sive use of its own offices and crew rooms, plus its share of common area
space, and maintenance/utility costs for the facility. Rents are based on
year to year leases which are negotiated based on total estimated costs for
each year.

Kalamazoo Transportation Center, Kalamazoo, MI

The Kalamazoo Transportation Center, in a remodeled historic train station,
was the first of the terminal facilities to be implemented. The land and
building, located on the fringes of the CBD, were acquired in 1976, the
first year of the program, and the center opened in 1977. Owned and op-
“erated by the City-of Kalamazoo, the facility serves Amtrak, Indian Trails
and Greyhound. Although the local transit authority has a large maintenance
facility across the tracks from the terminal, its bus stop, on the street,
is not directly incorporated into the facility. 'Rental space in the termi-
nal includes a vacant 2700 square.foot restaurant, and a vacant 880 square
foot office at the opposite ends of the terminal. Within the waiting room
is a 160 square foot newsstand and a 100 square foot video arcade, which
together generate $5000/year in revenue. The transportation carriers in
this center pay only their share of utility costs, on a 20 year lease,
offered as an inducement to to locate in the center. The city is thus
responsible for all maintenance costs. Last year, the center operated at a
$32,300 loss.

Dowagiac Intermodal Terminal, Dowagiac, MI

Located in a town of only 6300 population, the Dowagiac Intermodal Terminal
serves Amtrak, Greyhound, Indian Trails, and the local dial-a-ride system.
The center opened in December, 1977 in a renovated train station which was
acquired by the City. Operating expenses run approximately $11,000 per year
and are basically paid for by rental of part of the terminal to the Secreta-
ry of State's office, which runs a busy public service office at the center.
This office had been on a five-year lease which was recently renewed to
include cost escalation provisions to cover higher utility costs.. The City
has a second grant application pending with MDOT for site work and building
improvements to improve energy efficiency and reduce utility costs.

Niles Transportation Center, Niles, MI

Still under construction, the Niles Transportation Center has been serving a
ten vehicle local dial-a-ride operation and a county wide demand responsive
service since May, 1983. The facility, located in a renovated auto body ’

shop, will upon completion house maintenance and cleaning facilities. Ori-
ginally, the City had looked to acquire the Amtrak depot for the center, but
sought another site when Amtrak refused to sell the station and lease space
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in the new center from the city. The size and layout of the building made
no space available for commercial leases; however, Indian Trails and Indiana
Motor Coach buses started operating as tenants in the building in July,
1984, The intercity operators will lease space to help defray operating
costs. The transit. operator, which runs the facility and the transit system
under contract to the city, will have to make up any operating deficits from
his operating budget for the system. The manager noted, however, that bus
maintenance costs will be greatly reduced in the new facility since many
jtems now have to be shipped out. "I hope the utilities will not kill us,"
he observed (2).

ELEMENTS OF SUCCESS AND FAILURE

Because the Michigan case involves so many projects, and because lessons arise

from the examples both alone and in contrast with each other, the following discussion

focuses on the entire statewide program, with individual cases cited where applicable.

Funding and. Interagency Coordination

The MDOT terminal program illustrates an effective use of state funds as a
supplement to private funds, local resources, and UMTA funding programs to q;hieve the
goals of the program in a flexible manner. In general, MDOT dealt with the local
governments .(rather than the transit agencies) in putting together the terminal pro-
Jjects. However, in three cases. (Flint, ﬁarquette. Bay City), the transit agency took
a lead role in putting the project together. In each case, UPTRAN staff worked
closely with the local lead agency at each step of the program, an important factor in
bringing about such large scale projects in the smaller communities. )

Another factor in implementation was that MDOT designed the program so that the
local match was relatively easily obtained. City contribution of land, building, or
in-kind services served as the local match in most instances. In many of the cases,
the city owns the facility and the local transit operator runs it on a contract basis.
In .several, the city actually operates the facility as well. In addition, MDOT
assisted the localities in packaging funds from various sources. In Marquette, for
example, the MDOT funds were combined with UMTA storage/tflaintenance facility funding

to achieve the combined terminal and maintenance facility. Costs were prorated based
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on the 2/3 share of the Marquette Transit-Authority in the total floor space for the
entire facility. The second floor office space, ineligible for UMTA funding, was
funded totally by the MDOT grant. The reA\-renue generation potential of the commercial
space, made possible bécause of the MDOT support, helpéd sell ihe tér;minal to the city
council, which had been reluctant to support the idea due to fear of operating d;fi-
cits. Niles also combined a state grant for the terminal with an UMTA grant for the
storage/maintenance facility. In Bay City, the transit authority is packaging the
state funds with a UDAG, private funding, tax incrén;ent bonds, and a small UMTA grant.
" The point is the key role of MDOT in assisting the local communities to identify

opportunities for combining funding resources and to prepar.-e necessary applications,
and the importance of flexibility in the program's guidelines and eligibility require-

ments in insuring that cost-effective prbjects viére‘imblemented.

“Urban Design and Planning

The nine Michigan facilities illustrate a number of different design approaches
to providing intermodal transportation ﬁer;ters in smaller coﬁ:mynitigs, including new
construction, .rehabilitation of tra%n\stations. and adaptive reuse of non-transporta-
tion buildings. The type of construction &ictates the amount and t}pe of commercial
space which can be included within the ;acility. With new construction, the space can
be designed to accommodate likely tenants based on market studies. Of the four new
facil%tv‘es, ihree' have incorporated leasable bcommerrfial space in;order)‘to generate
operating revenue. In Fiint,i 8500 sduare feet onqthe‘_second‘ level have been set aside
for a restaurant whose rents will cover operating costs for the entire transit facili-
ty. In Pontiac, the second floor and the pedestrian bridge across the street were
designéd t;'ac'commodate General Motors as tenant. In Bay City, the transit agency has
designed the office ar;d émmercial space based on private ;nvestor interest and market
studies. ' '

In the case of rehabilitated facilities, the avai labﬁity and marketability of
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commercial space is defined by the building location, the amount of space left over
after transportation requirements are met, and the interior layout of the building.
In this regard, the Kalamazoo transportation center provides interesting lessons. The
restoration- of the train station into a multimodal transportation center was intended
to act as a "catalyst for revitalization" of its location at the fringes of downtown
(3). However, the facility has failed in this goal, and its location has served as an
impediment. to its successful operations. While the presence of a restaurant and a
small office at the ends of the terminal promised to generate rental revenue to
support terminal operations, the city has had difficulty in finding stable tenants for
either space due both to building design and to the blighted nature of the surrounding
neighborhood. - The restaurant can only be entered through the station, and its loca-
tion is removed from the passenger traffic in the terminal. The city is currently
redesigning the restaurant to provide an entrance to the street as it negotiates with
a new tenant. The office fronts on a vista of a mission and a transient rooming.house
across the street. While some low density parcels in the vicinity of the terminal
could be assembled for redevelopment, local officials, with an “anti-urban renewal"

philosophy, were reluctant to take any public action (3). Unfortunately, the terminal

‘improvement failed in itself to generate sufficient market interest in the area to

bring about any private investment.

Further design issues in Kalamazoo relate to the insufficiency of the restored’
train station to meet the combined needs of Amtrak and the intercity buses. The
f'acility suffers from 1nsuff1:cient waiting area for al) the bus and train passengers,
as ‘well as insufficient room for the Amtrak and bus carrier offices. Possibly because
of dissatisfaction with their space, the carriers had to be lured to locate in the
facility with 20 year leases which required only that they s'hare utility costs. Small
areas for newsstand and video arcade conceséions_ have been created in the terminal,

but the overall effect is crowded. In addition, there is insufficient parking to.
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serve the terminal, restaurant and office space.

While the terminal is an architectural classic, with an interior quite beautiful
in terms of its paneling and fixtures, local.officials suggested that "we would have
better off, and this area would have been better off if we had gone with a whole new
facility to .the west (3). Under that scenario, the terminal could have been designed
to meet the transportation requirements and the old station could have been rede-
veloped privately for other uses. (This was the case in Battle Creek where the
transportation facilities moved to the new center and private interests will redevelop
the former train station.) '

In Dowagiac, a very small community, thé ‘réhabilitation of the train station has
been mbre successful. Location is not a problem, and the Secretary of State's office
is a stable long-term tenant. In addition, the transportation carrier demands are not
as heav}y since less service is provided to the area. The one problem in Dowagiac has
been the burden of uiility costs caused by’ the antiqixated structure. A second grant
from MDOT is now being sought to improve energy efficiency.

The Marquette, Cadillac, and Niles facilities illustrate how a building designed
for a totally qifferent use - a grocery store, a car dealership, and an auto body
repair operation -- can be adapted to serve as transportation centers and even sto-
rage/maintenance facilities. In the Marquette case, the major modification necessary
to the former A & P building was lowering and reinforcing the floor in the garage
area, and installing a pit for vehicle maintenance. (A hoist was infeasible due to
low ceiling heights). The A & P was well suited for rental of ancillary space.
Second story office space, which had formerly been leased to Blue Cross, required only
minor renovations to accommodate new tenants. One adjustment had to be made to
prevent diesel fumes from the bus terminal from entering the second level ventilation
system; the vents were put on a timer which switched them off at the hours when buses
were departing. In Niles and Cadillac, the renovated car dealership and auto body

. shop, while easily adapted to meet transportation center requirements, did not contain
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sufficient office space to rent to non-carrier tenants. Cadillac rented some small
offices on the terminal level to commercial tenants for a time, but now uses the
spaces for its own offices and package delivery storage.

The Cadillac experience illustrates the importance of finding tenants which are
compatible with the transportation center use. Unless the space is completely segre-
gated from the transportation center, with a separate entrance, rental potential is
enhanced if an effort is made to find tenants who will benefit from, or at least not
mind, the transit passenger traffic, or those which have their own trinsportation
purpose. In Cadillac, the activity in the terminal itself interfered with the business
of the tenants of the small offices -- a novelty company, a cleaning service -- so
that the tenants eventually moved. In Marquette, on the other hand, office space
within the terminal as well as storage/maintenance space is leased to the Alger-
Marquette Intermediate School District, which, runs its school bus service from the
terminal. The school district, an enthusiastic proponent of the center from the
start, appreciates the i}nproved facilities for its busesvand drivers and the opportu-

nities to save money through joint purchases of fuel and supplies. The terminal

Jocation for their offices and dispatching center js perfectly compatible and logical.

In Bay City, the transit agency is seeking tenants which will contribute to the
concept of a downtown service center in the terminal to meet the needs_qf tr)e elderly
and retired, a large component of Bay Metro ridership. The likely tenants -- a bank,
Secretary of State's office, fast food restaurant, city service office -- appreciate
the passenger traffic and the convenience of the location. Other compatible terminal
tenants in the Michigan examples include travel agencies, restaurants, and a chamber
of commerce information center.

A last major design issue is the ability of the facility to create a positive
image for the transpor/tétion carriers using the center, and for the.,center itself.

Thé Flint General Manager stressed creating an image of a "transbortation center, not
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a bus station or a train station (4)." The point is to overcome the negative public
image associated with bus and train stations. With a new facility, perhaps, it®is
easier to create a new image because it can "start out first class in terms of the
building, maintenance, design, controls, security (4)." Several of the new facili-
ties, implemented for relatively low cost, have won design awards. For the smaller
cities, the facilities created out of non-transportation buildings served the same
purpose. For them, it was an issue of having a terminal versus no terminal. In
Cadillac, for example, the intercity buses had formerly operated out of a flower shop.
The new terminal, signing, and location in the center of the downtown have definitely
helped the visibility of the system. Ironically, the rehabilitated train station in
Kalamazoo had the biggest hurdle to overcome in image building, in spite of its

beautiful architecture and the careful restoration work.

Maintenance/Management

Essential to achieving a positive image for the transportation center is the
ability to sustain a high level of maintenance. To keep up with rising maintenance
aﬁd utility costs, careful property management on the part of the center operator is
required. As was the case in the Toledo, it is desirable to “negotiate out of" as
large a portion of the utility costs as possible through leases and agreements with
the center's tenants.

One successful method is to require in the lease direct pa}ment by the tenant of
his share of maintenance and utility costs. This approach, which is used in Battle
Creek, fequires that: o

“In lieu of rent, IBC (the Intercity Bus Carriers) agrees to pay the City an

amount equal to the annual cost of maintenance, utilities, and insurance on a

square foot basis for all 127538 square feet exclusively used by IBC and one-

third of .the 3912.13 square feet of the common area (Amtrak and the local bus
company pay the other 2/3). . . The initial cost per square foot per year for the
first year of this agreement is estimated to be $506. For the second and
subsequent years, the City will estimate the IBC pro-rata share of the cost of
maintenance, utilities and-insurance for the forthcoming year and shall, according

to the above formula, invoice IBC for the total amount of its pro-rata share,
which shall be paid monthly. . . Within thirty (30) days of the conclusion of the
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first and each subsequent year, the City will calculate the actual cost of

maintenance, utilities, and insurance for the premises and establish the actual

cost per square foot per year. The City will then invoice IBC according to the
above formula for its pro-rata share of any amount by which the actual cost shall
exceed the estimated cost or shall refund to IBC its pro-rata share of any monies
collected from IBC upon the estimate for that year in the amount the estimate

shall exceed the actual costs (5)."

The City, responsible for maintenance and utilities, contracts out routine jani-
torial services and outside maintenance, landscaping and snow removal. The city
performs non-routine maintenance ‘itself. The contracted maintenance provisions make
it easy to account for funds actually expended on the terminal and to prorate the‘
costs to the~ tenants. The year to year lease provisions allow for timely adjustment
of the rents to meet current costs. Contrasted with the Battle Creek experience is
Kalamazoo, where the transportation carriers negotiated 20-year leases calling only
for payment of utility costs. Aithough Ka]amaioo also contracts out i:‘.s maintenance,
both the lgvel of maintenance ar)d the ability of the city to.pay for it r)ave suffered
due to the lack of escalator provisions in the l»eases. Similarly, the city is respon-
sible for security in the Kalamazoo station. Because the tenants do not share the
costs, no special security detail is in effect in the terminal beyondlcity police
protection. Loitering and vandalism have thus become somewhat of a problem at the
terminal. k ’ . . ’

In cases ‘where non-transportation uses are involved, the commercial space rentals
can be adjusted to help subsidize the rentals for the transportation carriers them-
selves. For these cases, market rgqtals for the office/restaurant, space can be
established and the "profits" put into reducing rentals paid by the transit carriers.
In Marquette, for example, the local bus company pays only $1.60 per square foot for
its facilities. Here, the manager of the facility (MTA administrator Robert Niemi)
pays close attention to keeping his office space rented and to adjusting the rents to

keep up with rising costs. The Marquette leases are escalated at 10% per year;

however, post-1984 leases are escalated at 5% per year. Niemi charges 10% of his time
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to the city to cover his ongoing responsibilities for building management.- He-notes
that there has been some public complaint about the city and transit-agency being in
the rental business and -competing with downtown pfoperty owners (7). In his view,

however, the role is justified in:terms of its subsidy of the transit ‘center opera-
tions: “The city has resources which it should put to the highest and best use'.'v We

owe it to the taxpayers to keep the facility self-supporting (7)."

Summary of Costs ﬂ Benefits to the Participants -

The MDOT terminal funding-program has made possible the creation of consolidated

"“terminal facilities for local buses and paratransit, intercity bus and rail systems in

small communities across the state. The requirement that the centers must be self-
supporting has led the cities .and transit agencies involved to pursue cost sharing
arrangements with the intercity carriers, lease of concessions and commer;cial space,
and ongoing property trianagement to keep up with maintenance and utility costs. ‘

.Beyond the transportation- benefits associated with the intermodal connections.‘
the facilities have produced the benefits of: '

. improved terminal facilities, a better image, and focal point for the local
© transit system;

. improved maintenance and storage facilities;

e . transportation and public investment support for downtown redevelopment
efforts;

. e subsidized rents ‘for the local transit agency through cost sharing with
intercity carriers and other space leases; and

e ongoing support for .utility and maintenance costs.

On the other hand, in the cases where there have been problems with the terminal
facilities, they have arisen from:

. failure of local government to support the transportation center investment
through planning and urban renewal in the surrounding area;

[ failure to secure prime tenant commitments before constructing commercial
office space;

e failure to include ‘cost escalator provisions in the leases;
] leases signed for too long a term;

[} lack-of agressiveness and market research in finding tenants for
vacant space; and

e - failure to maintain a high standard of .maintenance and security.

In sum, the major ingredients of success of either a-new or rehabilitated termi-

-nal in meeting its costs through lease revenues are sound site selection, market

research, and property management skills. The manager of the facility must be able to
devote sufficient attention to the facility to be.sure it is operating smoothly on an

ongoing basis.
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NEW YORK MIDTOWN CASE STUDY

lNTRODUCTI.ON

This case study describes two large projects in Midtown Manhattan. They both
involve major new real estate development in direct proximity to subway stations which
require significant remodelling. They are both in a very high density, high land
value environments and take advantage of the economic benefit of additional density in
exchange for private contributions to the subway improvements. The comparison of
these projects is of interest because they use different techniques for publicly
guiding the private developments aﬁd for incorporating benefit-sharing.

The subway system in New York City is by far the largest. and most complex in the
country. It was built during the first three decades of this century as an agglomera-
tion of many independent lines. It has carried very.high voJumes -of people for a long
time and operates 24 hours a day. It is largely responsible for permitting .the
extraordinary density of Manhattan. But it is aging, badly worn and beset by opera-
tiona], security and environmental problems.

The subway system is run by the New York City Transit Authority (TA) in its day-
to-day operations and is overseen for general policy, planning and. budget matters by
the Metropolitan Transportation Authority (MTA)., Currently the system is undergoing a
major sta;ion renovation program with approximately $5 billion committed from local
bond issues. In spite of this c-ommitment, the very large expenditures required for
the two station complexes discussed here required substantial private contributions to
be feasible.

The station areas discussed here are the Times Square/42nd Street czfmplex and the
East 53rd Street/Lexington Avenue/Slst Street stations. The former is a major inter-
change with critical problems in circulation, orientation, security and environmental
quality. The latter is experiencing extensive congestion and inadequate circulation

facilities and lacks a direct transfer connection between the two lines.
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The development conditions are somewhat different at the twt; sites. The East
Midtown is highly desirable for development, 1n great demand, and is considered over-
built. Recent zoning changes have reduced the allowable floor area ratio (FAR) from 18
to 15 times the lot area at major avenue sites. The land values are extremely high.
This means that dé\)elopers are generally eager to take advantage of any available
means to increase the density. The Times Square area on the other hand is considered
blighted. Even though major new development there-is also potentially very valuable,
it has‘been considered necessary to launch a major publicly initiated development
program to achieve-r:ev.italization of the area (Figure 1). .

Thus, the case study discusses two different types of develop;nent programs and .
the related benefit sharing strategies:

1) Publicly initiated development at Times Square/42nd Street with mandated
contributions to subway renovation as an integral part of -the program; and

2) Privately initiated developments in East Midtown where the private contribu-

tions to subway renovation are negotiated with each developer in exchange
for density bonuses.

TIMES SQUARE/42ND STREET

Project Description .
The project consists of the publicly initiated redevelopment of three full city
blocks and portions of two other blocks in the Times Square area of 42nd Street. From

this larger area (Figures 2-3), the case study concentrates on the Seventh Avenue/

Broadway sites (1,2,3,4 and 12) grouped. around Times Square. These sites contain high -

density office development and some ground level retail. This project contains
approximately 4.1 million square feet of new construction on approximately 112,000
square feet of land and is being developed by-a single developer according to a
uniform architectural design. The office developer is contributing the major share of
private funds for the reconstruction of the Times Square Subway Station complex. The

other parts of the project, developed at a lower density, consist of the renovation of
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Figure 1

TIMES SQUARE =- 42nd STREET
EXISTING CONDITIONS
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Figure 2

TIMES SQUARE DEVELOPMENT SITES
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Figuré '3

PROJECT AREA SITE PLAN
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nine historic theater buildings and an office building, a new hotel (site 7) and a
wholesale mart (site 8).

The New York Staté Urban Development Corporation (UDC) and the City of New York
Public Development Corporation (POC) were the joint initiators of the 42nd Street
Project. The UDC has sweeping powers of land acquisition through condemnation, but it
agreed to act in consort with the City as a joint.client entity. The PDC acts as the
day-to-day master developer and as the direct client for the subway station improve-
ments.

The city and UDC have defined the following goals for the project: (1) )

3

1. “Eliminate the blight and physical decay as well as the crime and fright-
ening street life" that now exist; :

2. Preserve and restore the area's older theaters;-
3. Develop the project area's commercial and retail poteritial;

4. Upgrade public facilities in the project area, particularly the Times Square
Subway Station;

5. Increase economic contributions to the City;

6. Have positive impact on adjacent commnities;

’The subway staton reconstruction has been an accepted major project goal from the
beginning. It was specified in the 1981 Design Guidelines. Along with the restora-
tion 'of the theaters, subwa:y reconstruction will be substantially financed by the
profits of the commercial developments. The transit agencies have been active parties
to the subway planning and design. The MTA's major role is in conceptual planning and
“deal making" while the TA's role is administering design standards and insuring
detailed functional fit.

The station itself is one of the busiest complexes in the city, at the intersec-
tion of four different lines. The planning team projects that by the yei;r 2000 over

200,000 people will pass through the complex daily.

The major goals of the subway reconstruction are the following: (2)

1. Eliminate pedestrian congestion;
2. Improve security by opening up spaces and direct sight lines;
3. Inprove orientation by creating a focal point to the station;

4. Improve the architectural quality of the spaces, finishes,
lighting and graphics;

5. Create a strong street level identify for the entrances - currently
Jjust "hole-in-the-sidewalk" character; and

6. Integrate the subway complex with the new development at Times .
Square. .

" The preliminary designs for the Times Square subway reconstruction have been
completed by the architectural firm William Nicholas Bodouva Associates. They propose
to dramatically chantje the now dismal and labyrinthian station by introducing the
following (Figures 4-5):

1. New free-zone concourse and transfer ramps to separate transfer flows from
exiting/entering flows and to integrate the new buildings with the subway
complex; ‘ .

2... A Central Rotunda as a major focal point;

3. Expanded mezzanine under 7th Avenue;

4, Reconfiguration of the Shuttle; and

. 5. Llarge, in-building entrances at ground level at each of the develop-

ment sites.
The result is éxpected to be a dramatic improvement in the function and image of

the station complex (Figure 6).

The Development Process

Decline in the Times Square/42nd Street areas and various public attempts for
revitalization have a history of several decades. The current program of public
redevelopment was initiated four years ago when UDC and PDC commissioned a comprehen-

sive planning/urban design study and the development of detailed Design Guidelines for
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Figure 4

STATION CIRCULATION ZONES

[PI—
e

CIRCULATION ZONES
Entry

Concourse
Transfor

Platform D

Source; William Nicholas Bodbuva Associates

C-52

SGA Inc. ——_J




113

Figure 5

SUBWAY MEZZANINE IMPROVEMENTS
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Figure 6
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the area (3). The Guidelines set up very specific requirements for use mix, density,
height, bulk, urban design treatment and subway renovations. The level. of design
detail incorporated into the guidelines is unusual for such projects and was intended
to exercise a high degree of public control over the development. The guidelines
became the basis for the public request for proposals .to developers published during
the summer of 1981.

Park Tower Realty, Inc. was the developer designated to develop the office sites.
The project.proposed substantially follows the Guidelines in height, bulk and mix of
uses. The architectural design by the architects Philip Johnson and John Burgee has a
monumental uniformity that has created considerable public controversy. Much of the
criticism focuses on the elimination of the glittering, neon dominated historic char-
acter of the area. The project is now undergoing some redesign to incorporate a
greater level of lighting and signage. It will be submitted for approvals to the New
York City Board of Estimate this fall. Current schedules project construction start
by 1986, completion of the subway station reconstruction by 1989 and of the entire

project by 1991.

Benefit and Cost Sharing Strategies

.The office development package offered to the private developers at Times Square
included major benefits that would not have been available without the public inter-
vention:

1. Considerable extra density allowed by the Guidelines over the zoning limits;

2. Public land assembly insuring availability of sites at a known price and
within a controlled time schedule;

3. A very large, coherent complex of sites at a highly visible location that
would have great visibility and market potential; and

4. Insurance that adjacent blocks and public facilities will be redeveloped in
a compatible and supportive manner.

The public's “"return” on these benefits ‘includes the: revitalization of a now
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blighted area, increased public revenue (ﬂ) and tﬁe reconstruction of historic thea-
ters and the Times Square Subway station. The developer's offer of _pubh'c return in
all of these categories .was part of the submission and was competitively evaluated
among the candidates.

According to the original developer's submissions the developers were to contri-
bute avtotal of $29.2 million computed in 1982 dollars distributed as follows: .
$21.6 miilion

$ 7.0 million
$ 0.6 million

Office developer
Mart developer
Hotel developer

TOTAL $.29.2 million

More recent negotiations are in the process of increasing the office developer's
contribution by $4 million, bringing the total to $33.2 million. Negotiations are
still open on the formula for escalating these sums to compensate for inflation until
the expected 1986 construction.’

The project ‘cost estimates in roughly comparable 1983 dollars are approximately
$39 million for Athe mezzanines and new entrances. The private contri bfm'ons pay for
the majority of this cost. Design fees are covered by the City through POC and
negotiations are currently under way for the MTA financing to close the gap.
Additionally, the transit agencies will publicly finance through the state bond issue
an approximately $20 rﬁillion improvement of the existing platforms, stairs and escala-
tors. Other related project elements, also to be publicly financed include ‘al_t‘ekration
of the Shutf.le h'g\g pl’atforms and the provision of access for the elderly and handi-
capped. |

A persistent question in the public discussion of the project is whether .the
returns to the public are in balance with the advantages gained by the developer in
the project. The office development by Park Tower Realt_y is the largest and most
promiqent component and many of the questions focus on this project.

The extra density permitted by the Guidelines allows the developer of the office
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sites to build approximately 2'million square feet of space in excess of what normal
zéning would allow. on those sites (Figure 7). The $25.6 million subway contribution,
if considered to be the price of this extra right. would yield-a cost of about $13 per
extra square foot of additional new space. There are.‘ of course; other-factors. On
the benefit side -to the developer are the less easily quantified but very substantial

benefits listed above in points #2, 3, and 4. On the cost side, the developer-also

agreed to contribute monies to-the renovation of theaters and will be responsible for -

maintaining the subway mezzanines. The developer also has to provide the financing to
cover the costs of ‘land acquisition. A comprehensive quantitative evaluation of
developer- vs. public benefit is not realistically possible and the competitive bidding

by developers used here is probably -the best method -of insuring fair valuation.

Design. Coordination Issues

The subway station reconstruction is physically. interlocked with all of the
officé‘bui]ding sites. This creates some complex problems for coordinating design, -
development phasing and constructibn; The mest complex interface occurs on siie 1
where the main entrance; central rotunda and‘ major transfer -ramps qf the' subway
station occuby~ about half of the area of the site.. The subway entrance on this site
will occur in a large open area under the 42nd Street side of the building. The
architecture of the building and the subway, developed. by different architects with
differen;, design.philosophies must be reconciled. There are also some technical
c'onflicts that have surfaced during the currem.; preliminary. design phase: the columns
and shear bracing walls proposed by the building architects would .interfere with the
concept of the Rotunda as conceived for the subway station. These conflicts.will be
resolved through negotiations conducted by POC.

Construction of the subway station may be carried out under contract to the
developer, since both parties seem to prefer this. Potential cost escalations cause

some concern, Neil Klarfeld representing Park Tower Realty has expressed concerns
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that construction under the streets of Manhattan, particularly the new excavation for
the expanded mezzanine undgr 7th Avenue are very unpredictable and could cause major
cost escalation. Howard Cohen, Project Manager for Bodouva said the architects were
confident that they have anticipated all major cost elements. Negotiations are still
open on the question of who picks up the cost of overruns if they should occur in
spite of the precautions.

Another still open question is the phasing of the office devélopmen_t. The de-
veloper prefers to start on site 12, the largest building on the least complex site.
The PDC and the transit agencies want to start on site 1 to get the major portion of
the subway construction under way. It would appear risky from the public point of
view to allow the developer to build the largest building on the site before making a

substantial built commitment to the public improvements.

Transit Agency Roles R
In the case of this project the POC has taken on the pfimary responsi'bih‘ty as
client for the subway station improvements. The MTA and the TA are represented on the
Subway Steering Committee and review the plans regularly. The portion of the recon-
struction funded directly by the transit agencies ($12.6 million is presently allo-
cated) is being designed by the same consultant team responsible for the rest of the

project. In practice, the staff people responsible for the project at each agency are

in daily contact with each- other in a very close working relationship.

EAST MIDTOWN DEVELOPMENTS

This part of the case study focuses on three private developments, each of which

is tied into the 53rd Street/Lexington AVenue/Slst Street Subway.station complex. The

developments, at 875 and 885 Thi rd Avenue and 599 Lexington Avenue, are each contribu-
ting substantial capital improvements to the subway station complex in exchange for

zoning bonuses allowing additional‘density.
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The current zoning law evolved over a more than twenty year history of incentive
zoning programs in New York City and stipulates the following for Midtown Manhattan:
1. Any new development or enlargement of a building adjacent to a subway en-
trance is _r’;sgylr}']ﬂ to rebuild the subway entrance stair to the TA's stan-
dards, within the property lines; and
2. At designated stations the developer may propose to provide more extensive
capital improvements to the subway station in exchange for a zoning bonus
of up to 20% of additional FAR allowed. -
The procedure for obtaining the zoning bonuses is set out in the Zoning Resolu-
tion. If the station area is designated as eligible, the developer can make a propo-
sal of improvements. The TA reviews the plans for conformance with its standards and
policies and submits a letter of approval to the City Planning commission. The City
Planning Commission then reviews the proposed improvements and determines the appro-
priate level of zoning bonus (from O to 20% of FAR) based on the following required
findings:
" 1. The degree to which the station's general accessibility, rider orientation

and safety will be improved by the provision of new connections, additions
to circulation space or easing of circulation bottlenecks;

2. Provision of escalators or elevators where justified by traffic or depth of
mezzanine or platform below street level;

3. Convenience and spaciousness of street level entrance and compatible rela-
tionship to the ground floor uses of the development or enlargement; and

4.  Improvement in the station's environment by provision for daylight access or
improvements to noise control, air quality, lighting or other architectural
treatments.":(5) -

In practice, there is considerable informal consultation between the developer,
the City planning Commission and the MTA staff in structuring the developer's propo-
sal. If the density bonus is approved, the developer is obligated to obtain accep-
tance of the completed subway improvements from the TA prior to receiving an ;)ccupancy
permit for the building.

The following describes the three development projects and their specific contri-

butions under the zoning bonus program.
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This office building is located at the carner of 52nd Stree;“and Third Avenue.
The developer for the building is Madison Equities, Inc. The first phase of the
project, consisting of the main office tower, was recently completed. An. additional
and smaller structure and atrium wiil be built at the corner of 53rd Street and Third
Avenue when. the leases remaining in the existing older buildings at that corner run
out or are bought out by the developer.

The project received a 20% additiona] FAR bonus in exchange for improvements
including a ground level enclosed pedestrian arcade and improved access thrqugh a lower
level mezzanine to the 53rd Street IND Station. As part of the deal the existing
subway mezzanine space was improved by the developer through the addition of new wall
tile, flooring and lighting and the commercial space available on the mezzanine was
leased by the de?eloper. When the second phase atrium is built it will penetrate to
the subwa} mezzanine level and bring in daylight and a more direct connection t; the
surface. '

875 Third Avenue preceded the formal enactment of the subway station zoning
bonus ordinance.and received its bonus under a covered pedestrian bonu$ program.
Nevertheless, it followed the general pattern of the subway bonus progfam as described
above and was considered a test case for the new zoning. The;strict requirement for
TA sign off before occupaﬁcy permit was added ﬁartly in response to a problem that
occurred on this préject when the developer occupied soﬁe of the building spacés ﬁrior

- to completing the committed subway improvements. .

This is the only project among the Midtown case studies that is completed and can
be critically viewed as a bﬁi]t en;ironment. The results are mixed. The building
provides an attractive enclosed pedestrian arcade and escalators leading from there to
a lower level mezzanine which gives access through a set of glazed doors to the subway

mezzanine. The arcade is reasonably attractive but is more like a traditional private
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building lobby than a true public space. Thé lower level of the building appears as
an extension of the lobby. The transition from there to the subway mezzanine is
abrupt. The movement pattern from street to arcade to escalator to lower lobby to
subway mezzanine is circuitous and confusing. The improvements provided on the subway
mezzanine are unrelated to the édjacent building level. The subway mezzanine is
considerably less attractive than the private mezzanine.- On a hot day the transitions
. from the air conditioned private area to the stifling public mezzanine emphasize the
_contrast. The completion of the atrium in the second phase is expected to improve

most of these conditions; however, the schedule for this phase is uncertain,

885 Third Avenue

This office bui]di;g Qitﬁ ground floor retail is proposed for the othe} side of
53rd Street from 875 Third AQénue. The developer of tﬁe building is Gerald D. Hines
Interests. The architect is Philip‘Johnson and John Burgee. The tower building which
has an elliptical-shaped floor plan is in ﬁhe de;ign stage. o

The developer has applied for an 18% FAR bonus and is now seeking approvals. The
’proposed céntributions to the'53rd Streef IND subway station includes a new monumental
stair in a landscaped well from the corner of the open plaza t; the mezzanine and a
new'escalator from the mezzanine to the station platform 70 feet below. The latter is
a complex undertaking, constructed wholly within the station area and requires cutting
through bedrock. The total value of the subway étation improvements is eétimated in
the $5-7 miltion }ange.' This dollar figure is given only as an indication of the scale
of contribution and not part of the official agreements.‘ fhe developer's obligation
jé tied to delivering ‘the finished impro&ements, notva specific dollar contribution.
The developer's first submission consisted of improving the appearancé of the platform
area, but the Community Planning Board insiséed on circulation improvements to in-

crease access capacity. The eécalator\was a difficult project element. The developer

did not like it because of the expense involved not only in construction but on-going
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maintenance of a very high-wear item. Some community groups have reservations about
allowing a bonus to a developer for an improvement that they feel the TA should
install as a standard feature of station modernization and avoid giving a density
bonus in an area many in the community consider already overbuilt. After the recent
hearing in front of the City Planning Commission these issues are still open.

The open well stair benefits the mezzanine by bringing light and air to this
" presently subterranean level, but its configuration at the busy street corner leaves
no additional plaza space to add needed pedestrian capacity to the sidewalk. The very
formal Philip Johnson design leaves no flexibility for adjusting‘ to this condition.

This development r:;ises an issue about the optimal type of bonusable development.
Robert Selsam, departing Director of Planning for the MTA, stated as an important
criterion: “Concentrate the subway improvements in direct logical physical relation-
ship to the developer's project so that he has an inherent interest in doing a good
job .on construction and maintenance”. The escalator, the major contribution of the
885 Third Avenue project violates this criterion. Yet it is the highest priority
improvement for the station and conflicting claims on TA funds make it unlikely that

such a costly improvement could be publicly funded.

559 Lexington Avenue
This office and mixed use commercial .building is proposed for the east $ide of

Lexington Avenue between 52nd and 53rd Street, just south of the CityCorp complex.
The developer is Boston Properties, Inc., the architect Edward L. Barnes. The project
is just starting construction.

The developer has received approvals for a 20% FAR bonus. This site provides the
opportunity for a critical improvement in the subway system. By a historic quirk in
the independent development of the IRT and the IND subway lines there is no transfer
connection between the IND Lexington Avenue Station at 53rd St. heading east-west and

the north-south IRT 51st Street Station along Lexington Avenue. Incorporating a new

c-62

mezzanine running the whole length of the block between 52nd and 53rd Streets within
the 559 Lexington Avenue development was the only opportunity to make this connection.
The proposed mezzanine will include a paid transfer section and an unpaid access area.
It will connect to the 53rd Street Station mezzanine at its northern end. (The Citi-
Corp mezzanine level with its successful commercial area connects to this mezzanine
from the other side already.) From the 52nd Street corner of the development to the
north end of the IRT station the TA will build a connection under the street which
will cost an estimated $6 million in public funds. The estimated construction value
of the developer's contribution to the subway is 5:5-6 m%l]ion, but the contribution of
the right-of-way and integration with the development creates a greater added value.

The participatory arrangements are as complex as the project. The developer is
responsible for the design and engineering of all of the connecting concourses, and
construct and maintain only the portions within his property. He will provide all
escalators, stairs and elevators conn_ecting the neQ mezzanine to the §urface. The
TA's section of the connector will be built later because funds could not be made
available at the time the developer was ready to bid his contracts. This is a major
inconvenience and inefficiency, but this type of compromise i's often necessary fo keep
different schedules of public and private development from blocking each other,

This project provides the optimal conditions for bonusable improvements sought by
the City Planning Commission and the MTA. The project clearly provides necessary
access and circulation elements that could not otherwise be obtained. At the .same
time it is within the developer's property,” intimately connected to important public
and retail components of the development and thus it will be in the developer's own
best interest to do a high quality job of design, construction and.maintenance. The
compelling logic of this project already secured approvals for the zoning bonus. It
is also expected to make easier to enforce agreements between. the city, the TA and the

developer for construction and maintenance.
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PLANNING AND DESIGN COORDINATION .

The three separate private contributions to the East-Midtown Station complex
occurred over time in an incremental pattern. When 875 Third Avenue was planned there
were no plans yet for the other two projects. Thus, access and mezzanine improvements
incorporated there were expected to function with or without further contributions.

885 Third Avenue and 599 Lexington were planned concurrently and the subway
improvements for both are designed by the same engineering consultant, Vollmer Asso-
ciates. Vollmer is also the design engineer for the TA's portion of the new mezzanine
connection. °"Thus, they play a key role in insuring that these three components, to be
constructed under three separate contracts, will fit together.

Planning for these privately contributed subwa;y improvements presents a dilemma
for the MTA and the TA. Community organizations such as Community Planning Board #6
and the 59th Street Task Force have voiced concerns about the tack of a previously
approved master plan by the MTA as a basis for the bonuses. (6) Planners for the MTA,
on the other hand, pointed out that the opportunities for doing any of the improve-
ments depend on the proposals of the developers and cannot be anticipated.. For
instance, ai: the time when decisions were made-about bonusable subwgy improvements in
conjunction with 875 Third Avenue, intentions to develop the other two sites had not
been publicly expressed., There is some continuous thought and discussion given by
planners at both the MTA and the Manhattan Office of the Planning Commission to what
major subway station needs are and what may be likely :'soft" sites where aevelopment
can be anticipated. But the agencies are still convinced that responding to the
opportunities as they .arise rather than promoting a fixed plan is the more prodl;ctive

approach.

SUMMARY, COMPARISONS AND EVALUATION OF TIMES SQUARE AND EAST MIDTOWN PROJECTS

The Similarities

When considered as lessons for transit authorities around the country, the simi-
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larities-of these two Midtown Manhattan projects may be more striking than the differ-
ences. Both projects are in very high density areas where the value of land and the
market for development make -density bonuses extraordinarily valuable. These condi-
tions are only approached in some of the densest downtown areas of other metropolitan
centers.

The city has made a commitment to make transit the major beneficiary of the
pr;ivate contributions in exchange for the bonuses. This is an important political =
decision with a clea;‘ transportation logic: densities of the level generated in Mid-
town are only possible through a very efficient transit system. The subway system,
which carries the great majority of trips to and from the Midtown area has in fact
made the current densities and development market possible. Thus the current develop-
ment market could be considered a “benefit" accruing from investments in the subway
made a half a century ago. It is recognized by the city that “the greatest threat to
the continued successful functioning of Midtown would be the (subway) system's break-
down (7)." Thus it is logical to reinvest some of the benefits of development into
updating the now troubled subway system.

Other cities where the core area relies considerably on transit access (Boston,
Chicago, Philadelphia, San 'Francisc'o) have not chosen to reinvest significant portions
of the revenues gained from private development into transit facilities. Part of the
reason is that the transit dependence of these cities is still much less than that of
Midtown Manhattan. Another part is that their problems are less severe and in the
recent past they have successfully obtained massive federal funding to renovate or
extend their systems. By contrast, New York is carrying out its station modernization
program with a $5 billion state bond issue and no significant federal capital contri-
butions. Current nationwide funding trends suggest that several other major cities
may do well to consider the New York models presented-here. Federal resources are-

dramatically decreasing while downtown densities and development pressures are in-

£-65

171



creasing. The serious attention.paid to joint devélopment and benefit sharing in the
-development of the new Los Angeles Metro Rail System corroborates this trend. 8)
Another common feature of the case studies worth noting by other localities is
the amount of publicly sponsored professional planning effort that is contributed by
the city and the MTA to these projects. The continuous long term cooperation'between
the city and the transit.agencies and good understanding by the staffs of both
agencies of the private development process. Many of the staff people involved at the
"MTA Planning Department, the City Planning Commission and.the POC are seasoned vet-
erans of similar projects in New York who:have:been committed to the ideas implemented
here for many years and have long standing working relationships with each other. The
MTA's planning staff's role in anticipating opportunities and capitalizing on them
through a-creative "deal -making" .approach is particularly worth emulating for large
‘metropolitan transit _agencies, many of whom are too overwhelmed by just keeping the
trains and buses running to invest the required amount of talent and energy into this

type of planning.

The.Differences
The differences between the two Midtown Manhsttan case studies can be equally

instructive. The objectives of the two project areas were very different. In Times
Square/42nd Street redevelopment has been actively sought by the public agencies to
eliminate blight and decay, enable the preservation and renovation of historic thea-
ters and renovate the.subway stations and public spaces. In the East Midtown projects
higher density new development was not a public goal but a predictable consequence of
- private real estate activity. Here the public objective was that if these -develop-
ments are to occur, certain public: trade-offs benefiting the subway stations should be

incorporated.

The public roles and types of activity correspond to the objectives. At Time

Square the UDC/PDC took an aggressive lead role to initiate, plan and control the
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project. At the East Side projects initiatives are left to the developers where the
puBlic agencies take a more reactive role, negotiating based on the developers' propo-
sals.

Lauren Otis at the Midtown Manhattan.Office of the City Planning Commission

pointed out that Times Square/42nd Street is a one-of-a-kind situation while zoning-

‘based benefit sharing such as shown in-the East Midtown case studies is likely to

continue on a regular basis. However, while Times Square/42nd Street is certainly
unique, other large, unique publicly ‘endorsed redevelopment projects occur regularly
in major cities and can gain valuable lessons from the New York process even if they
ar.e unlikely to duplicate any of its concrete elements.

The benefit sharing strategies of the two projects also varied somewhat. At

Times Square/42nd Street developer contributions to a specific plan, not of the de-
veloper's making, were sought and later negotiated as dollar amount contributions. At
the East Midtown projects, the emphasis was placed on the contribution of fully
completed improvements offered by the developer to the subway station, de-emphasizing
the dollar value of these contrib(:tions and focusing on the delivery of a particular
agreed upon product. The reason for this stated by Robert Selsam (9) was to place the
responsibility on the developer and insure that the improvements were fully delivered,
regardless of any future cost escalations. Another reason for avoiding the discussion
of monetary value of contributions is the legal proscription of “"putting zoning up for
sale” and negotiating a monetary price.

The -benefits to the public vs. to the developers in both of these projects

continue to be debated in public. No extensive quantitative cost/benefit studies have

been published for any of the projects and these would be difficult to do in a way

. that reflected.all of the féctors. At Times Square/42nd Street, the developers were

bidding for the project competitively so it could be assumed that their bids fairly
accurately reflect the market value of the development benefits offered. In the case

of the zoning bonus system the issue whether the contributions are worth the added
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bonuses gets resolved case by case in the political arenas of the city: through the
Mayor's Office, the Planning Commission, the Commmunity Planning Boards and the Board
of Estimates. The fact that the projects described have passed or are moving forward
through these channels shows, if not necessarily a consensus, a majority favorable
response.

The trénsit station designs and improvements obtained through the two méthods are

quite different. Times Square, in response to a currently intolerable situation, is
producing a single comprehensive redesign and complete change of character. The East

. Midtown approach‘provides necessad facilities, amenities and some cosmetic improve-
ments on an additivebasis,bui dogs not fundamentally change what is already there.
Each ‘approach ;eems suited to the nature of the particular problem.

Transit agency responsibilities are somewhat different as well. At Times Square
the ground rules were established in the desig;\ guidelines and PDC has taken a lead
role in retaining the design consultants and managing the project. The PDC also
administers communfcations with the MTA and TA. Thus, the process is very compliex but
also highly structured and managed. The zoning based system demands a more flexible
response where th'e MTA has to continually define and redefine the improvement opportu-
nities and the TA has to participate in detailed reviews of proposals as they are
tendered. This latter type of project puts the MTA and TA more into the political
fray between the developers pushing for maximum bonuses and speedy approvals and
éommum'ty organizations quesiiom’ng the deve|o;)ment; This system demands resources at
the transit agencies that can deal with evaluating real estate development, short
deadline planning and “;esign studies and close coordination with the city. The pres-
ence of these resources at the MTA has been a major factor in the success of the case
study projects.

In summary, each of the Midtown Manhattan case studies presents a successful

model for using the benefits of large scale high density development -for transit
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improvements. The two different approaches to development and public agency roles are
appropriate to the particular conditions. The City and the transit agencies have been
successful because they set a clear policy of cooperation and have retained profess-
jonal staffs that can imaginatively structure and manage this cooperation and the

required planning and ongoing negotiations with the private developers.
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SOUTHERN CALIFORNIA RAPID TRANSIT DISTRICT (LOS ANGELES) CASE STUDY

INTRODUCT ION

The Southern California Rapid Transit District (SCRTD) of Los Angeles has direct-
ly incorporated planning for benefit-sharing and value capture into its planning for
the Metro Rail system since preliminary engineering began in 1980.

Metro Rail is the 'starter line” of a 150 mile rail transit network which was
approved by the votgrs of LA. County through the “Proposition A" transit initiative
approved in November, 1980. Sponsored by the LA. County Transportation Commission,
Proposition A authorized a 1/2 cent increase in the state sales tax collected in the
County. The funds are dedicated to transit operations and rail rapid transit
construction, The Metro Rail project is an' 18 mile route with 17 statiéns running
from Union Station through downtown LA. west along Wilshire Boulevard, then turqing

-north on Fairfax Avenue to Hollywood and North Hollywood {Figure 1). The /system is
proposed to carry 364,000 passengers per bday for the Locally Preferred Alternative by‘
the Year 2000 (19). Estimated costs for the 186 mile starter line are $3.3 billion,
being sought from Federal, state, county, local and private sources. The SCRTD has
set a goal of funding 5% of the project's capital cost through private sector joint
deve;opment ventures and benefit assessment districts to be created within commercial
areas near station sites (1). v

The basis for the development and value capture efforts is set forth in the
"Milestone Six" planning report, issued January, 1983 (2. The Milestone Six report
presents land use and development policies, establishes a station area masterplanning

A process and suggests options for institutional mechanisms and\ ;Ialue capture techniques
for the Metro Rall Corridor. 3

Milestone Six sets forth SCRTD joint development goals, including:

(1) To-coordinate comprehensive planning and development around station sites;

(2) To obtain station facility and related transportation service design and
location authority;

(3) To package real estate projects;

(4) To provide ombudsman support and interagency representation; and

(5) To obtain financial leverage and value capturelnegotiation authority;
and objectives, including:

(1) Establishment of a Joint Development decision making process which fosters
positive relations with the private sector

(2) Maintain.an active role in all public/private coventure activities;

(3) Infuse public sector capital or “in lieu" contnbutlons to leverage Joint
‘Development projects as necessary;

(4) Undertake l1imited use of eminent domain actions to acquire fee title for
land in and around station sites; and

(5) Use station cost sharing, connector fees, and lease agreements, among other
mechanisms, to ensure long term value capture in support of the public
benefit.

Since publication of this report its recommendations have been carried forward
through:
° adoption of joint development policy and procedures by the SCRTD Board;

[ delegation of responsibilities for joint development and value capture
within the RTD's planning and real estate departments;

e establishment of cooperative agreements with the City, County and Community
S Redevelopment Agency of L. A. for station-area master planning;

®  passage of enabling legislation authorizing SCRTD to acquire land in station
areas for purposes of joint development and to implement benefit assessment
districts (subject to local approval); and

. public participation and education efforts.
Subsequent to publication of the Milestone Six report in January, 1983, its
philosophy was reinforced by pub’lication of both state and local policy statements

including: B .

(] California Transportation Commission “Policy on Local Public or Private
Support of Guideway Projects” {October, 1983) (3) which requires as condi-
tions of competing for discretionary state funds, both a dedicated local
revenue source to support transit (in addition to state and local support)
and implementation of an acceptable private sector financing program, begin-
ning with the 1984-85 programming year; and
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Figure 1
METRO RAIL SYSTEM MAP
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] UMTA's "new rail start" funding criteria (May, 1984) (4) which stress in-
creased local government support and private sector commitments to value
recapture.

Further, SCRTD's role in the development process has been strengthened by passage-

of two major pieces of 1egislati§n. California Senate Bil1 1159, adopted July 28,
1983, grants to SCRTD thg statutory ability to "acquiire develop, jointly develop,
lease or dispose of propeﬂy which is necessary to, or incidental to SCRTD facili-
ties," to jointly develop non-transit facilities with local approval, and to contract
with others in exercising these powers. Senate Bill 1238, adopted October 1, 1983,
authorizes SCRTD to form special benefit assessment districts and to collect these
assessments to use the funds to finance the “acquisition, consfmction, development,
joint development, operations and maintenance of the Metro Rail System," and "to issue
tax free bonds which would be paid by these assessments." v

At the same time that RTD has been laying the groundwork for its joint develop-
ment and value capture s_trategy,.however, uncertainty over system funding has hampered
SCRTD's efforts to enter into obligations with developers regarding joint development
or system interface opportunities and has threatened its ability to carry out some of
its more ambitious strategies. As of summer 1984 SCRTD had, at UMTA's strong urging,
reduced its funding request to UM:I’A from $3.3 billion for the 18,6 mile system to
$1.174 billion for a 4.4 mile "minimum operating segment" which would extend from
Union Station only as far as Alvarado Street, although RTD is still seeking a "letter
of no prejudice" indicating Federal approval for eventual construction of the entire
18 mile tine (5). In spite of this setback, the SCRTD Metro Rail example was never-
theless chosen as a case study because it illustrates:

(] a transit agency which is taking an active role in integrating system plan-
ning and design with land development;

] planning issues involved in rezoning, density bonuses, transfer of develop-
- ment rights and benefit assessment districts in station areas;

° mechanisms for interagency and interdepartmental coordination put into place
to facilitate the transit/development planning process; and
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¢ the importance of timing, funding and public agency credibility in negotia-
ting developer commitments and in imposing land use controls, assessment
districts and other institutional mechanisms.

AGENCY ROLES IN BENEFIT-SHARING

Because Metro Rail was not yet under constructfon as of the case study visit in
June, 1984, the discussion of benefit-sharing strategies is focused on the planning
process and institutional arrangements which SCRTD is pursuing as the framework for
later implementation. In setting forth policies for joint development and value
capture in the Milestone Six‘report. SCRTD articulated the “fundamental capabilities"
within the public agency(ies) involved that are necessary to optimize joint develop-
mgnt, transportation, and economic benefits, namely:

1. Comprehensi vé planning and redevelopment coordination;

2. Statfon ’ﬁacility design and location authority;

3. Real estate project packaging resources and authority;

4. Ombudsmen support and interagency representati'on authority; and

5. Financial leverage resources and value capture negotiation authority.

Noting that the resources required "are not conferred upon any 'single’ public
agency in the Los Angeles metropolitan area, SCRTD goes-on to propose alternatives for
providing the resources including 1) development of a new department within RTD, 2)

formation of a transportation development corporation and 3) development of coopera-

tive agreements between RTD and local public agencies. Since publication of Milestone’

Six, SCRTD has procéeded with Option 3, by entering into cooperative agreements with
the City, the Community Redevelopment Agency, and the County of Los Angeles for
station area planning within their jurisdictions. SCRTD chose this route because this
type of arrangement will combine all the land use regulations and taxing powers of all
four agencies. The cooperative process was facilitated by the fact that SCRTD has

funded the local agency planning efforts through its UMTA Metro Rail planning grant.
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At the same time SCRTD has clearly set forth its own joint development policies and
departmental roles within the agency.

Together the mechanisms represent a comprehensive institutional approach for
carrying out transit related benefit-sharing whether on a system-wide basis as is the
case with SCRTD, or for individual projects or station areas. Because the institu-
tional arrangements and responsibilities differ by jurisdiction, the discussion of

benefit-sharing strategies below is organized by agency.

SCRTD Agency Structure for Joint Development Activity

Recognizing that joint development planning within the agency cuts across depart-
mental boundaries, the SCRTD General Manager established clear respon51b1hties for
each department which are summarized in "Policies and Procedures for Imp]ementmg
Joint Development" (November, 1983) (g), At the top level, the SCRTD Board has
responsibility for setting joint development policy and reviewing and approving nego-
tiating agreements both in the negotutwn stages (agreements in prmc1ple) and the
fmal contract stages. To spread the burden on the board members and requIre that
each member be intimately familiar with only nine of the eighteen stations, the SCRTD
established two pol.i cy committees consisting of no more than five Board members em.«-
powered to: )

1) approve the initial negotiating position for joint deve]opment;

2) review the negotiation process and provude appropnate guidance for agree-
ments in principle; and
3) approve the final binding.agreement for-adoption by the whole Board.

! . +

Each committee is responsible for nine of the eighteen Metro Rail stations even-

tually planned. The SCRTD departments are responsuble for reportmg any negotlatwn
progress and strategy to these commlttees on an ongoing bas1s. ..

Reportmg directly to the Board is the SCRTD General Manager, who lS responsﬂ)le

for directing all staff activities related to joint development. The General Manager

crr. .

has appointed an assistant, who is the primary contact point for developers and the
Tiaison between the General Manager and the departments.

At the staff level, the Planning Department is responsible for station area joint
development planning (overseeing the contracts with the CRA and the City and County of
Los Angeles, as discussed below), for establishing benefit assessment districts, for
analyzing the financial feasibility of development proposals, and for providing staff
support to the interdepartmental and interagency coordinating committees. Each Metro
Rail station is assigned to one of the seven professionals in the department. The
Real Estate Department within Metro Rail is responsible for assuming the lead role in
negotiations, determining land availabi]itj for joint development and acquisition

requirements for each station and administering agreements with developers. The legal

department is responsible for drafting agreements and reviewing .legal form and con-

tent, and the community relations department for coordinating community support and
meetings. Finally, the Metro Raﬂ architecture and engineering departments are re-
spons1ble for station design and construction issues.

To provide "internal coord1nat1on and policy 1dentifieatien on issues related td
Joint development and to "present a unified and consistent apprdach in dealing with
all external parties" the SCRTD established an interdepartmental Operations, Planning,
Engineering, Real Estate and Architecture committee (knowln as OPERA). This committee,
which meets regularly, makes decisions which are binding on the line departments
regarding sc;m) policy on public private coventures, joint development/value capture
and division of infrastructure costs. Chaired by the nepresentatlve of the general
manager, the commlttee is chargedtmth developmg a negotiating framework and proce-
dures', reviewing developer proposals, estabhshmg SCRTD negotlatlon postures’ and
recommending final development agreements.

g

Bes1des the “in-house" OPERA committee three interagency committees meet regular-

ly. The Professmnal Development Committee (PDC) involves staff level interaction

between SCRTD, the City, (Departments of Transportation and Planning, and the Bureau
o . . T . . ] .
.- (4
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of Engineering), County and the CRA. The Interagency Management Committee (IMC)
br;ings together the agency heads. Finally, a Benefit Assessment Task Force has been
formed, composed of local public agencies and private property owners affected by the
value capture programs associated with the transit system.

A flow chart delineating how the departments and committees work together toward

implementing a joint development project is included as Figure 2.

SCRTD Efforts to Establish Benefit Assessment Districts

Under its authorization to form special benefit assessment districts as the basis
for issuance of tax free bonds to support Metro Rail acquisition, constructi.on, joint
development, operations and maintenance, SCRTD Planning has been the primary acfor in
establishing the district boundaries and the assessment formula. While SCRTD is
empowered to set the district boundaries, fees, and the land use classification
scheme, however, the local jurisdictions have the right to approve, amend and approve,
or disapprove the district plans. As of Spring, 1984, SCRTD had consultant studies
underway to prepare the implementation plans, and had launched a participatory process
through the various working committees. As part of the planning, SCRTD conducted a
literature review on the land use effects of other recently built transit systems,
interviewed owners and tenants in the corridor regarding their attitudes about poten-
tial benefits of a transit location, and conducted legal research to identify possible
hurdles to implementation. The SCRTD goal is to implement the districts and start to
sell bonds by August, 1985, and to start to collect the assessment fees when construc-
tion begins.

Although the assessment districts are still in the planning stage and no detailed
information on the boundaries or fees was available as of the case study visit, it is
clear that this particular tool has already attracted considerable public attention.
The SCRTD planners and local agency participants raised a number of pendilng issues

which are summarized below.

The precedent for benefit assessment districts in other cities has largely
been voluntary districts in support of localized downtown projects such as
pedestrian malls, people movers or parking garages. In these cases, those
affected perceive a direct benefit to their particular location. In Los
Angeles itself, for example, a voluntary assessment district which would
have generated $1.3 million per year had. been established to fund the il-
fated Downtown People Mover project. In the case of Metro Rail, SCRTD is
establishing a non-voluntary district, the rules for which must be defensi-
ble against possible legal challenge. San Francisco's mandatory downtown
assessment districts, for example, is currently under court challenge.
However, SCRTD has had difficulty in obtaining comparable long-term data to
assist in setting equitable boundaries and fees. Thus, they have had their
consultants take the.approach of gathering as much local information as
possible as the basis for their decisions.

The question of whether residential uses should be assessed has been a
political issue between SCRTD and the City of Los Angeles. The City has
drawn the boundaries of its Specific Plan districts to exclude residential
areas, even those adjacent to the stations, as a result of political pres-
sure, effectively excluding residential uses from the assessment districts.
However, if the land use changed, the property would be subject to the
special assessment. While SCRTD has supported this policy in the interest
of achieving political consensus to build the system, the policy does reduce
development potential in station areas. Because it is dependent on the
assessment district revenues, SCRTD naturally would 1ike to see maximum
development in the station areas, which conflicts with the City's desire to
protect residential areas from speculation and development impacts.

The support of benefit assessments has been threatened by the zoning changes
pending in the Metro Rail Corridor. As discussed in the next section, the
City was mandated by state law to reduce zoning densities citywide to con-
form to the provisions of its General Plan. The implementation of the
Specific Plan for the Metro Rail corridor thus combined density bonuses in
the station areas with the general density reductions in the rest of the
city. Because the two separate issues were unfortunately combined in the
Specific Plan, the business community has identified the overall downzoning
with Metro Rail. Density reductions, of course, are not consistent with the
idea of special benefit fundamental to the assessment district concept, and
thus have caused some difficulties in garnering public support for the
assessment districts. As one participant put it: "“The downzoning is iden-
tified with Metro Rail and has caused some opposition we might not have had
otherwise. It compounds our difficulty in getting special assessment dis-
tricts through. Had the downzoning already been in place, the public would
have jumped behind Metro Rail as a means to get increased density (9).

The business community is concerned that assessments at varying distances
from the stations should be equitable among different station locations, by
means of such strategies as basing the assessment formula on passenger
volumes. I[n addition, the businessmen want to be sure that assessments
collected in a given station area are used only for improvements which will
directly benefit that area. This requires an accurate breakdown of costs
related to each station. The Central City Association President stressed
the feeling that it would overburden the assessment district concept to
subsidize the system operations as a whole (9), while SCRTD is perceived as
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Figure 2
SCRTD JOINT DEVELOPMENT PROCESS , i
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intending to. do just that.

° The timing of the collection of the assessment fees is another issue. SCRTD
wants to collect the fees at the start of construction so that monies will
be available to fund construction activity. However, it is during construc-
tion that businesses will actually experience the greatest disbenefits from
the Metro Rail project. One developer stressed that it woufd be wiser poli-
tically to delay the actual fee collection until after the system is opera-
ting, noting that SCRTD could still float bonds against the future income
stream (16). !

(] Finally, uncertainty regarding ‘the ultimate funding of the system and its
length has affected attitudes toward the benefit assessment concept. Atti-
tudes are generally favorable toward assessment districts for the entire
18.6 mile line; however, if only 4.4 miles are constructed, the concept will
be more difficult, if not impossible to sell. Further, the uncertainty has
called into question the credibility of the public agencies involved. As
noted by SCRTD itself, “In most cases, a cooperative relationship between
the property owners, businesses, and public agencies affected by the benefit
assessment district is the key to successful implementation. A type of
trust and direct involvement in the planning and development process is . .
. a vital element in minimizing political conflict. In the case where the
benefit assessment failed, distrust of the political officials and the
.public agencies involved was considered one of the greatest stumbling blocks
(18, p. 3-1). This funding uncertainty threatens ‘to jecpardize the careful
work put into the planning for the assessment districts to date by SCRTD.

It is clear from the efforts which have been expended S0 far that the SCRTD is
taking a lead role in coordinating development at the Metro Rail stations, and .in
laying the groundwork for value capture through benefit assessment. However, SCRTD is
at the same time using a portioﬁ of its UMTA planning funds to support station area
planning by the CRA, City and County, as wel\:as the support work necessary to estab-
lish new land use regu]atioris in station areas. Its status as funding agency enables
SCRTD to maintain a continuing role in the developmeht planning. The effor{s of the
three planning agencies, as set forth in three contracts between the agencies and

SCRTD, are discussed briefly below.
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City of Los Angeles Department of.Planning

‘The City of Los Angeles is responsible for comprehensive land use planning and-
zoning within its jurisdiction. The basis for this planning is the “Centers Program,"

adopted as part of the 1974 Concept Los Angeles general plan for the city. The goal

of the program is to encourage high density development-in defined centers and promote’

the preservation of the predominantly low-density neighborhoods outside of the cen-
ters.

In response to Metro Rail, the City prepared Specific Plans for those station
areas which are within designated centers. The Specific Plan is a City "ordinance
governing land uses composed of zoning maps -and.text provisions which control the
intensity and type of development which may occur (7, p. 1)". As noted in the plan,
the City Council determined that a specific plan was the best method to guide develop-
ment around the rapid transit stations and along portions of the route of the Metro
Rail Line (7, p. 3)." The Preliminary Metro Rail Transit Corridor Specific Plan thus
covers the following stations:

Wilshire and Alvarado
Wilshire and Vermont
Wilshire and Normandie
Wilshire and Western
Wilshire and La Brea
Wilshire and Fairfax

Beverly and Fairfax
Universal City

The only station.not covered in the corridor specific plan is Wilshire/Crenshaw, which
is not in a center but which is regulated by the previously- adopted Park Mile Specific
Plan. (In this case the Park Mile Specific Plan will be amended to reflect the Metro
Rail station.)

Issued by the City in June, 1984, the Preliminary- Metro Rail Transit Corridor
Specific Plan sets forth development standa_rds, bonuses and incentives “intended, in
the aggregate to focus the most intense development near the Metro Rail transit

stations, to minimize traffic and parking problems, to improve pedestrian access, to
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minimize impacts on residential areas, to guide development opportuni_ties, and to
imp'rove the quality of life within the Plan area. Further, it is the purpose of the
Plan to generate regional and community employment opportunities and to create an
environment which fosters the successful integration of transit stations with a desir-
able mix of land uses and with varying intensities of development @

The major incentives employed to carry out these goals are density bonuses and
transfer of development rights. The application of these tools is illustrated in
Figures 3, 4 and 5 The details shown here are preliminary, and will undergo
substantial modification before the plan is finally approved in 1985. ’

The bonus and incentive provisions within the transit corridor were made possible
because, iAndependent of Metro Rail pianning, -the City has been required by State law
to modify its zoning to be consistent with its adopted land use plan, This fequire-
ment led to the 3.1 maximum FAR Timit set forth in the Specific Plan under the "before
Metro Rail" condition for station areas and both before and after Metro Rail in areas
outside the corridor. This limit, which in effect is a "downzoning" of the entire
city outside the CBD, was based on the desire to accommodate anticipated growth to the
year 2000 while preserving the low density character of résidential areas. Under the
Specific Plan, 'developmént up to 13:1 FAR can occur only in tr'ansit station areas, and
there only if the transit-related bonus provisions are utilized.

Within the framework of the Specific Plan, the Department of City Planning is
under contract to SCRTD to prepare statidn area develop.ment plans for individual
parcels within Metro Rail station areas. The level of planning conducted here was
Jjudged eligible for UMTA funding because it was "over and above" the planning that the
City would have conducted in anticipation of Metro Rail in any event. LADOP was
granted funds by SCRTD in}198‘3 to cover the station area planning. The station
area development planning process is discussed later in this -section. As of dune,

1984, the City submitted four station area development plans to SCRTD for review,
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Source:

STEPS IN IMPLEMENTING INCENTIVE

] A development capacity (i.e.,
category within the stati
conditions. Development can

Figure 3
ZONING IN METRO RAIL CORRIDOR
FAR 3:1) is assigned for each zoning

on area under "before Metro Rail"
proceed "by right" up to this limit.

] For "after Metro Rail” conditions, floor area bonuses can be granted
within specified zones in the station areas up to specified maxi-

mums, subject to discretiona

ry review, Developments may exceed a

maximum FAR of 9:1 up to FAR 13:l.on1z if the bonusable features
related to transit are provided. These include:

- direct connections to the station from the project;

- off-street bus terminal

incorporated into the project;

- off-street Metro Rail parking (in addition to development -
related parking required by zoning) incorporated into the

project.

9 Additional FAR bonuses may be granted by use of Transfer of

Development Rights (see Figure 4).

(7) NOTE: PRELIMINARY, SUBJECT TO CHANGE
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Figure 4
STEPS IN USE OF TRANSFER OF DEVELOPMENT RIGHTS: ALVARADQ SECTOR

A. Subareas 1 and 2 may be both Receiving and Donor Areas. A lot in Sub-
area 1 may transfer Development Rights only to Tots in Subarea 1. A lot
in Subarea 2 may transfer Development Rights to lots in Subareas 1 and
2. Subarea:3 shall be a Donor Area only to Subareas 1 and 2. The
Transfer of Development Rights from any lot in Subareas 1, 2 and 3 may

. equal, but not-exceed such Donor Arealot's development rights under
Section 3.2.A.1(a).

8. A Project in a-Receiving,Zone.may recewe Development Rights from more

than one Donor Zone lot. g

C.” Development R1ghts transferred from a Donor Zone site may be replaced on
that site by acqulrmg the Development Rights of another Donor Zone
site. N .

D. Any additional floor area created by de'velopment bonuses shall not be
transferable. Such floor area may only be utilized in the Project which
qualified for-sich bonuses, unless such Project is a parking structure
as defined in Section 3.5A.7 of this Ordinance.

+E. The Department of-City Planning shall maintain a record of the Transfer;
of Development Rights made, pursuant to the provisions of this™
Ordinance. Such record shall be available for public inspection.

F. Any proposed Transfer of Development Rights shall conform with, the ~

[ intent and objectives of this Ordinance. Transfer shall be evidenced by

a notarized document, signed by ‘the owner of the lot or lots involved

and recorded in the Office of the Los Angeles County Recorder in a form ~

designed to run with the land and satisfactory to the City Attorney.

Such” document shall restrict the Development Rights allocated to the

transferor site to the extent that said Development Rights have been

transferred to another site. Copies of such document shall be forwarded

to the Department of City Planing and Building and Safety.

N

Source: (7) NOTE: PRELIMINARY, SUBJECT TO CHANGE

-t ’ e
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Figure 5

AN_EXAMPLE SHOWING HOW A F;ROJECT WITHIN A STATION
SUBAREA COULD ACHIEVE ITS DEVELOPMENT POTENTIAL

‘Result: 56,430 sq. ft. building (FAR 3.0)

Site - Miracle Mile Sector - Subarea 1 (13 to 1 maximum)

. 110 ft.

. : ; e

17 ft.

18,810 sq. ft.
C rcial ‘site
Assume: 100% Buildable Area

R

By-right Leve! of Permitted Development -

24.36 Trips per 1,000 sq. ft. of commercially zoned’
Buildable' Area

ot

Result: 32,730 sq., ft. office building (FAR 1.74)

Discretionary Level of Permitted Development Prlor to
Metro Rail Being Assured.

42 Trips per 1,000 sq. ft.. of commercially zoned
Buildable Area

Discretionary Level of Permitted Development After
Metro Rail Being Assured - Using Bonus Provnslons
to Achieve FAR 4.5

For example:Ground Floor Retail Bonus 5 to 1
5,650 sq. ft. of Retail on Ground Floor allows
28,250 sq. ft. of additional office building

Result: 84,680 sq. ft. building (FAR 4.5)

To Achieve FAR 6.0* . Ve

For example: Buy Transfers of Development Rights
28,200 sq. ft. of T.D.R.'s allows
28,200 sq. ft. of additional office buiiding

Result: 112,880 sq. ft. building (FAR 6.0) -

0600

* Development above FAR 4.5 may be achieved by any
combination of development bonuses and Transfers of
Development Rights.

$G Associates. Inc. —]
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Figure 5 (cont'd)

To Achieve FAR 9.0*

For example: Motion picture theater bonus 4 to 1,
rooftop garden bonus 3 to 1

9,100 sq. ft theater :
6,700 sq. ft. rooftop garden allows
56,500 sq. ft_ of additional office building

‘Result: 169,380 sq. ft. building (FAR 9.0)

To Achieve FAR 10.0*

Provide Direct Connection to Metro Rail station
(Mandatory for development greater than FAR 9.0)
Bonus: Additional FAR 1.0 allows

18,800 sq. ft. of additional office building

Result: 188,180 sq. ft. building (FAR 10.0)

Yo _Achieve FAR 13.0*

For example: Senior citizen and/or low/moderate
cost housing, bonus 5 to 1

11,300 sq. ft. of senior citizen/low cost/moderate
cost housing allows

56,500 sq. ft. of additional office building

Result: 244,680 sq. ft. building (FAR 13.0)

* Development above FAR 4.5 may be achieved by any
combination of development bonuses and Transfers of

Development Rights

Source: (7) NOTE: PRELIMINARY, SUBJECT TO CHANGE
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covering the Wilshire/Vermont, Wilshire/La Brea, Wilshire/Fairfax and Fai rfax/Beverly
stations. The station area deveiopment planning process is described briefly in

Figure 6.

Community Redevelopment Agency. of the City of Los Angeles

The Community Redevelopment Agency of Los Angeles (CRA) is responsible for plan-
ning and development in designated Redevelopment Projects in the City of Los Angeles.
Within redevelopment project areas, the CRA can acquire land, assemble property and
sell or lease the property or development projects to developers. Further, CRA is
authorized to grant density/floor area variations on a case by case basis to relieve
public objections in redevelopment areas.

Another important CRA asset is its ability to obtain revenues from tax increment

financing based on increased tax returns created within its project areas. As a

. redevelopmeht agency the CRA is the most experienced of the agencies involved in Metro

Rail planning in terms of negotiating with developers and implementing development
projects. The agency offers staff services to developers on a case-by-case basis
including “property appraisal, relocation assistance, physical and economic feasibili-
ty analysis, environmenpal review, plan development, schematic design, financial
packaging .. and condemnation with the executive, legislative and technical levels of
City government (8, p. 2). Seven of the Metro Rail stations are located within
redevelopment project areas, including Civic Center, Hill Street, Seventh Street,
North Hollywood, Sunset/La Brea, ‘Hollyw'ood/Cahuenga and Hollywood Bowl.

The CRA has prepared station area master plans (parallel to épecific plans but
without the effect of our ordinance) for each of the seven stations. As part of this
effort CRA distributed a brochure on the th@ downtown stations to 3,000 property
owners in January, 1983. Besides articulating CBD-wide Metro Rail desfgn and develop-
ment objectives, the b}'ochure outlines for the Civic Center, Hill Street and Seventh

Street stations:
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Figure 6
STATION AREA DEVELOPMENT PLAN SUMMARY

IMPACT AREA DEFINITION

-- Immediate station impact area (to 600 feet from station)
-- Primary station impact area (to 1,200 feet from station)
-- Secondary station impct area (1,200 feet -- 1,800 feet from station)

DEVELOPMENT COMPONENT

-- Assessment of development opportunities

-- Identification of joint development/system interface opportunities
-- land use mix

-- Urban design concepts

-- Public amenities

-- Joint development/value capture opportunities and tools

DESIGN COMPONENT

-- ldentification of sites to treat in detail

-- Three dimensional design plans

-- Detailed sections illustrating station interface,
integration of public/private spaces

IMPLEMENTATION COMPONENT

-- Applications of joint development/value capture tools to
specific sites

-~ Application of development controls

-- Application of bonuses and incentives

-- Benefit analysis (with SCRTD)

AGENCY REVIEW AND PUBLIC PARTICIPATION

Source: (1)
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. SG Associates. Inc. o

] station area context and development objectives; and
e portal specific land use and design objectives for those entrances desig-
nated by SCRTD and additional portals recommended by CRA.

As of summer, 1984, CRA is proceeding with the detailed design level. SCRTD partially
funded this design effort in 1984, with a match of CRA funds. CRA spends one fourth
of its planning budget on Metro Rail. In the course of their Metro Rail planning
work, the CRA staff have concluded that of the benefits sharing tools available to
CRA, "density variation is 1ikely the most effective method of achieving land
use/transportation integration, enhancing the transit system and creating opportuni-
ties for value capture (2, p. 6)".

The CRA proposes to use the station area master plans, environmental impacts and
unique site characteristics as the bases for offering bonuses on a case-by—case basis,
noting that “it is difficult to predict in advance the type of solutions that will be
identified. Densities, amenities, mitigation measures and potential value capture
levels are generally established through careful study and negotiation on a site by
site basis. This method of operation has worked well in the past and holds promise
for the coordination of land use and transit development (2, p. 6).

In the course of ongoing work with developers on downtown redevelopment projects,
CRA has already been involved in several negotiations regarding Metro Rail, including:

¢ The $1.2 billion mixed use California Plaza project, on an 112 acre site

between 2nd and 4th Streets will contribute an easement for a station portal
at the Hill Street station. To insure compatibility with the California
Plaza design, SCRTD has rotated the portal 45 degrees from the original
design.

¢  CRA has a commitment from Citicorp to fund the Metro Rail Seventh Street

_station entrance within the development. SCRTD will provide knockout panels
to allow for underground pedestrian connections to the station.

e At Pershing Square, CRA has hired the SCRYD architect independently to

design two extra station portals for the Hill Street station within the
park, in conjunction with a private sector effort to improve the park.

At the same time, other CRA negotiations for connections at Home Savings Bank,

Sel



Broadway Plaza and Robinsons at the Seventh Street station, have been frustrated due
to uncertainties over sysfem funding and timing. In the Home Savings case, for
example, “the developer has been trying for some time to get RTD to make commitments.
The one reality of private investment is that when you have the abi_h'ty to go ahead,
you can't wait. The likely result in this case is that he will go ahead and build his

building without providing for a portal (9)."

County of Los Angeles Department of Regional Planning

Like the City, the County of Los Angeles is responsible fp(' comprehensive land
use planning and zoning within its jurisdiction. In terms of Metro Rail, the County
is responsible on'ly for the Fairfax/Santa Monica station area and épproximately one-
half at the Universal City station area (the other half falling under the City's
Jurisdiction). The County was granted $87,400 in 1984 by SCRTD for station area
master planm‘ﬁg in these areas. The planning sequence followed by the County is
similar to that followed by the City and the CRA, although the legal and zoning
provisions differ. The steps inc}u.de:

. A boundaries report, which established the exact boundaries of the station
impact zones, in conjunction with citizens' groups;

. Land use plan alternatives report, in which three alternatives were de-
veloped and a preferred alternative selected;

. Station area plan (parallel to specific plan), which set forth details on
the preferred option; and .

[ Community Standards District, which creates a new “transit corridor mixed
use zone" to allow special zoning in station areas. Because the County
zoning was more restrictive than the City's, the County is upzoning in the
station areas by offering density bonuses for transit connections, pedes-
trian oriented ground floor uses .and amenities.

As of summer, 1984, the Community Standards District plans were awaiting public

approval. The County is unwilling to release the plans, however, until funding for

the two stations is secured. Contrary to the City which implemented its zoning

changes for both before Metro Rail and after Metro Rail conditions (due to the state

requirement), the County fears speculation and disinvestment if the station area

rezoning is put into effect on a contingency basis.

ISSUES AFFECTING SUCCESS AND FAILURE

Because the system is not yet under construction, it is impossible at this time )
to evaluate the success of SCRTD's planning for Metro Rail benefit-sharing. The Los
Angeles experience to date, however, does contain lessons regarding interagency coor-

dination, SCRTD's attempts to incorporate value capture and benefit-sharing in the

early planning for a new system, and public agency credibility in negotiating with the

private sector in terms of the funding and phasing of the transit construction.

Transit Agency Organization/Relationships with Other Actors

Motivated by UMTA's Section 3 "New Rail Start" program requirements to establish
and implement a “private/public coventure program,” (1, p. 7), SCRTD acted early in
the Metro Rail planning to establish its own resources for development related plan-
ning. Rather than creating a corridor wide planning and development agency, RTD chose
to enter into cooperative agreements with the three planning agencies involved to
cover station area planning. In spite of UMTA's requirement for development related
planning, SCRTD encountered UMTA reluctance to subcontracting its planning funds in
this way. As a condition of passing through the funds, UMTA required assurances that
the City, County and CRA' planning efforts weré “over and above" planning which they
would have performed for Metro Rail in any event.

The contracts, and the numerous interagency coordinating committees set up in the
contracts, have insured that SCRTD is continually involved in the land use and
development planning associated with Metro Rail as opposed to UMTA's choice to leave
the land use/development planning to the local governments,” A second round of con-
tracts cbvering construction, negotiation with developers, and interagency information
flow is currently in preparation. Not surprisingly, the planning agencies involved

have mixed feelings about the degree of SCRTD involvement. The funding, of course,
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was welcomed by the agencies. The County, in particular, noted that the.RTD funding
“was the impetus for the planning work. Their funding allowed more detail -- more
empr]asis on pedestrian aspects. We had earlier invoivement, and more involvement with
joint -development. If they had .not been involved, this might not have occurred (10)."

The CRA, on the other hand, put up more of its own funds than the:SCRTD funds for
Metro Rail planning. With its own funding (through tax increment. financing) and the
most involvement with development:and developer negotiations, CRA is skeptical about
what -they see as SCRTD's attempts to “proceduralize everything." The CRA staff exper-
jence has shown that negotiations are a sensitive process, which must proceed on a
case-by-case basis. They view RTD's. desire to "know at every point what their role
will be in everything" as unreasonable in a fluid “"deal-making situation.' The SCRTD
staff, on the.other hand, wants to have the opportunity to "learn the ropes” in
negotiating.with developers to protect their own interests.

Nonetheless, the contracts and coordinating committees have been effective in

~insuring not only that the agencies communicate with each other on development and
land use issues but also that departments within individual agencies communicate. For
example, SCRTD's OPERA committee has helpéd to involve the engineering department more
closely in planning and design decisions, helping to avoid integration problems when
plans are drawn in isolation.

In addition, the .cooperative agreements and use of the outside agencies' land use
control powers have led to a solid zoning and land use control framework which when
approved will encourage transit-related development. The City, County and CRA have
all made provision for density bonuses in station areas in return for direct station
connections and other amenities. It is highly unlikely that in three separate juris-
dictions reinforcing land use policies and controls could be successfully implémented
without the mandate of the SCRTD contracts and tﬁe funding provided for applying the

zoning concepts in specific areas.

Incorporation of Benefit-Sharing into Early Planning

From the point of view of land use and urban design, it is clear' that the work
carried out so far by SCRTD and the three planning-agencies has been effective in
insuring »that~development opportunities in transit station areas will be maximized and
that direct subwax connections will, 4at the least, not be precluded by system design.
The UMTA funds provided for the detailed station area planning work enabled both a
level of interaction between the transit agency and the local agencies which might not
have occurred otherwise, and the incorporation of provisions in support of transit
into local land use controls.

From the point of view of value capture, however, it is also clear that develop-
ment commitments which will evgntually produce_ revenue for the system through benefit
assessment districts cannot be rushed ahead of the marketplace. Several of the Los
Angeles participants noted that the major benefits of joint development are not neces-
sarily the direct financial returns to the agency; that development related benefit-
sharing can only. be counted upon for a very small portion of transit costs. Depend%ng
heavily. on development-related financial returns at too early a stage can be unrealis-
tic.

As the SCRTD.Director of Real Estate stated: ‘“projects can take three years just
to get an agreement in place -- and it's seven years after construction starts that we
run the first train. .The emphasis now has to be not to preclude future opportunities.
The developers need a return.today. They are willing to take the risk of not provi-

ding a connection today if transit .not coming for seven years Q.

Conflicts Between Value Capture and Other Goals -

The intensity with which SCRTD has been pursuing its value capture goals has led
to several areas of conflict with other public agencies. First, the City has noted
SCRTD disappointment in the overall downzoning taking place in the Wilshire Corridor,

even with the transit related density bonsues. According to the City, “the RTD is
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interested in encouraging development and ridgrship; their goals translate into maxi-
.mum zoning. We have the same goals .but also n;ust be concerned with other impacts.
There are different constituents and more Coﬁflicts for us to contend with (12)."
Another issue has related to whether or not residential uses in station areas will be
assessed. The City and' County have drawn the bounda;-ies of the assessment districts
to exclude all residential. RTD would prefer to see at least multi-family residential
assessed but is "going along with this to get the system built. We need political
consensus to build the system (13)." )

There have also been conflicts between SCRTD and the CRA over tax increment
financing. SCRTD sought to have a percentage of tax increment revenues collected
in the séven redevelopment project areas in which stations are located dedicated
specifically to Metro Rail, planning to use these funds as part of the local share of
project costs (14, pp. 17-18). CRA, however, has committed its tax increment funds to
an ambitious housing construction and rehabilitation program and social programs.
Since passage of the Proposition 13 tax cuts, local agency budgets have been severely
cut, leading to the fact that CRA is the major source of housing for Los Angeles. The
CRA point of view is "we do not want to pit transit versus housing; transit will lose.
Propoéiiion 13 took away everyone else's budget." In CRA's view, tax inc;*ement

funds will not be available for other purposes for at least ten years.

Public Agency Credibility

The most serious obstacle to achieving results from the extensive planning
conducted in Los Angeles is the uncertainty surrour;ding implementation of the. system.
As one developer bluntly put it, "Nobody in his right mind would make investments
contingent on Metro Rail coming (16)." Uncertainty exists not only as to the timing
of construction, but also as to the extent of the system which will be built. The
uncertainty as to whether the system will extend beyond the current 4.4 mile segment

for which.RTD is requesting funds is affecting the feasibility of instituting benefit
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assessment districts (“"they're saleable for the 18 mile system, but not for the four
mile system") (15), as well as weakening RTD's bargaining position with developers.
Several deals have fallen through due to RTD's inability to assure developers the
system will really happen. As one participant put it: ‘“Developers see Metro Rail as
a risk because of funding uncertainties. We are in a weak posiiion right now -- we

don't have much to offer., We have to proceed very cautiously right now in dealing

‘with the development community. Until we get the program approved, there is not much

we can do (17)."

The issue of credibility is particularly sensitive in Los Angeles where $15.
million in private funds were spent for easements for a Downtown People Mover (DPM)
system from which UMTA funding w'as‘ withdrawn. For the DPM, a $1.3 million annual
Voluntary Special assessment disfrict had been in place to fund o;.)erations. Said one
DPM veteran, pointing through the window at several “buildings with holes in them"
ready for the people mover guideway, “developers are reluctant to make another mis-
take. Failure tempers what cén be done in the real world here in Los Angeles (15)."
The irony of the situation is that while'UMTA is seeking significant private sector
commitments to transit construction, it is UMTA reluctance to commit federal -funds to
the system that is the biggest obstacle toward obtaining the commitments they seek.

Not only the public agencies involved are frustrated by this chicken and egg

"situation. The President of the Los Angeles Central City Association stressed that

"there are big economic decisions to be made regarding increased density, parking
reductions, etc." in development projects regarding whether they should build for
access to rail. "It hurts the overall project when the agency cah't- go- ahead and
start cutting deals." The way he sees it, “all thé Feds have to do is put in -the $2.6
billion and private investment would follow to the tune of $10.2 billion. There is
over $1 billion pending right now (9)." »

To summarize the prevailing attitude in Los Angeles, “there will be a big quantum

Teap in credibility when the first contracts are signed (12)."

c-97

8¢l



10

11,

12.

13.

14.

15.

16.

17.

18.
19.

REFERENCES

Agreement between the City of Los Angeles and the Southern California Rapid
Transit District for Professional Staff Services in the Preparation of

Development Plans Around Metro Rail Stations, Contract Number 3137, November
11, 1983, p.2.

Southern California Rapid Transit District. "Joint Development and Value
Capture in Los Angeles: Local Policy Formulation.” DOT Report I-83-23
(January, 1983).

CaHforma Transportation Commission. “Commission Policy on Local Public
and Private Support of Guideway Projects," (October 2, 1983).

US. Department of Transportation, Urban Mass Transportation Administration.
“Urban Mass Transportation Capital Investment Policy; Notice," Federal Regis-
Vol. 49, No. 98 (Friday, May 18, 1984) pp. 21284-21291.

"Back to Drawing Board; LA. Issues New EIS for Wilshire," Metro, Vol. 80,
No. 5, (September/October, 1984) p. 20.

Southern California Rapid Transit District. Memorandum to Board of Directors -

from) John A, Dyer, “Joint Development Policy and Procedures,” (November 25,
1983).

Los Angeles Department of City Planning. “General Explanatwn of Prelimin-
ary Metro Rail Corridor Specific Plan," (June, 1984) p. 1 .

Community Redevelopment Agency of the City of Los Angeles, California.
Memorandum to Gary Spivack, Director of Planning, SCRTD, from John Spalding,
Director of Planning and Urban Design, CRA. "Evaluation and Delineation of -
CRA Mechanisms to Achieve Land Use.and Development ‘Integration with Metro
Rail," (March 30, 1984).

Interview with Christopher L. Stewart, President, Central City Association
of Los Angeles, June 29, 1984.

Interview with Rick Vena, Section Head, Community Studies III, County of Los
Angeles Department of Regional Planning, June 28, 1984.

Interview with Henry Cord, Director of Real Estate and Development, SCRTD,
June 27, 1984.

Interview with Peter Broy, Senior City Planner, City of Los Angeles Depart-
ment of City Planning, June 28, 1984.

Interview with Leo J. Bevon, Planning Manager, Policy/Guideway Planning,
SCRTD, June 27, 1984,

0'Carroll, Susan Jones and Spivack, Gary. "Joint Development and the Los
Angeles Metro Rail: A Status Report,” Southern California Rapid Transit
District (December, 1983).

Interview with Frances Banerjee, Transportation Manager,. Community
Redevelopment Agency of Los Angeles, California, June 28, 1984. c-98

Interview with Wayne Ratkovich, Member Greater Los Angeles Transportation
Coalition, and President, Ratkovich, Bowers, Inc., June 29, 1984,

Interview with Al Perdon, Assistant to the General Manager,.SCRTD, June 28,
1984.

SCRTD Planning Department. ‘Benefit Assessment," (March, 1984).

SCRTD. "Metro Rail Final Environmental Impact'Statement” (December, 1983). €-99

LIST OF AGENCIES AND PERSONS INTERVIEWED :
LOS ANGELES CASE STUDY VISIT: JUNE 27-29, 1984

Southern California Rapid Transit District
425 South Main Street
Los Angeles, CA 90013

Leo J. Bevon, Planning Manager, Policy/Guideway Planning

Ann Odell, AICP, Supervising Planner, Joint Development  (213) 972-6120
Henry W. Cord D1rector Real Estate and Development  (213) .972-6034 -
Al Perdon, Assistant to the General Manager (213) 972-6000

County of Los Angeles Department of Regional Planning
320 W. Temple Street

Los Angeles, CA 90012

Rick Vena, Section Head, Comwnity Studies -III.
Sorin H. Alexanian, Senior Planner (213) 974-6427

City of Los Angeles Department of City ‘Planning
Room 605 City Hall

200 N. Spring: Street.

Los Angeles, CA 90012

Peter Bro}, AICP, Senior City Planner (213) 485-3744
Edward J. Johnson, Planner, Metro Rail (213) 485-5386

Community Redevelopment Agency of the City of Los Angeles
354 S. Spring Street, Suite 700
Los Angeles, CA 90013

Frances Banerjee, Transportation Manager (213) 977-1600

Central City Association of Los Angeles .
523 W. Sixth Street, Suite 200

" Los Angeles, CA 90014 -

Christopher L. Stewart, President and Chief Operating Officer (213) 624-1213

Wayne Ratkovich, Member Greater L.A. Transportation Coalition
President, Ratkovxch Bowers, Inc. (213) 489-3181

C-100

6¢1



CASE STUDY
" TARTA, TOLEDO, OHIO

INTRODUCTION
. THE_DOWNTOWN- BUS LOOP

" BENEFIT-SHARING STRATEGIES

Seagate Station

Promenade Transit Station
Perry Station

Park Station

CELEMENTS OF SUCCESS AND FAILURE

Transit Agency Organization/Role
Community/Private Sector Particip;tion
‘Urban Design/Planning
Legal/Institutional

Maintenance and Management

Summary of Costs and Benefits to the Various

pParticipants
REFERENCES
- LIST -OF AGENCIES AND PERSONS INTERVIEWED

Page
c-101

102

104
- 104
107
107
107
‘108
108
109
110
111
112

113
115
117

- TARTA (TOLEDO, OHIO) CASE STUDY

INTRODUCTION

TARTA, the Toledo~Area Regional Transit Authority, was formed in 1971 when the
city's transit system, the Coﬁmunity Traction Company, owned by Cities Service Cor-
poration, was about to fail. The authority.is subsidized by an annual one mill
property .tax levy (based on 1971 property valuations) which has béen renewed through

1991. The system's 220 buses travel 6.2 million vehicle miles/year, and serve a

- regional population of 471,000, in nine political jurisdictions. Charles Whitten,

General Manager,.hak been with TARTA since its first year.
Downtown Toledo, the focus of the TARTA system, has undergone a major revitaliza-

tion effort. since the late 1970's, initiated in large part by major downtown-em-

- ployers. The revitalization has focused on the Summit Street corridor paralleling the

Maumee River. Current downtown employment is 20-22,000, and the Chamber of Commerce
has set a target of 34-36,000 employees by 1995. The estimated transit share for
downtown work trips is 15%.. '

TARTA serves the downtown area through a doyntown bus Toop operation, with five
fixed stationS‘alohg a 1.1 mile route. With strong leadershib from the TARTA General
Manager and close working relétionships with the City and the private sector, the
planning, deéign, }unding and operation of the downtown bus loop were carefully inte-
grated wifh;the CBD land use and development planning to achieve mutual benefits for
TARTA, - the City, and the private sector:- This process, and the detailed arrangements
pursued for each of the stations, are the focus of this case study. The Toledo case
illustrates:

. active participation by a transit agency in downtown revitalization plan-
ning;

[ successful physical integration of bus facilities with downtown development
projects and pedestrian network;

. C-101
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. packaging of public and private funds from many sources to implement the
plan;

¢ construction phasing and management to coordinate the transit facility and
development construction; and

. cooperative agreements for private assumption of ongoing maintenance respon-
sibilities.

THE DOWNTOWN BUS LOOP

The bus loop planning and the downtown redevelopment planning efforts were both
launched in 1976, when Owens I11inois, a major downtown employer, made a decision to
locate its new world headquarters building in downt.own Toledo. The City of Toledo,
which was in financial difficulty at the time, entered into an agreement with Owens
I11inois which provided that Owens I11inois would acquire a vacant 108 acre parcel on
the banks 'of the Maumee River as its headquarters site, and act as developer and
development coordinator for the remainder of the site. This major commitment on the
part of the private sector served to boost confidence in downtown's future, and served
as a catalyst for further‘ public and private investment. As one city executive put
it, “until private enterprise decided they wanted something to happen in this down-
town, it didn't happen (1)."

In 1976, meetings were also initiated between TARTA and the city for a CBD
transportation plan, and meetings were held between public agency officials and the
private sector regarding downtown parking and transportation problems. At the time,
TARTA had 31 lines operating over 16 different paths on a one-way street pattern.
Travel time was slowed due to traffic conflicts, and understandibility of the system
for users was poor due to the one-way routing patterns and a lack of common transfer
points. Relying on recommendations from past planning studies, TARTA consultants
conducted a feasibility study for a transit mall on Superior Street. This street,
however, was removed from the new dowr_\town -activity centers along Summit and Jackson.
Feeling that the Superior Street mall plan would not be useful in serving the new

riverfront development, TARTA's General Manager cooperated with the city traffic
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engineer, Gene Riser,' to develop the transit loop plan. The idea was to run all
buses around a loop which,woul_d circle the downtown, serving all the new development
sites on the periphery of the loop. No site inside t:he loop, however, wpuld be more
than a three minute walk from any point on the loop. Whitten convinced Riser, the
mayor, and the city manager of the benefits of the loop plan. Instrumental in selling
the plan was the element of a fare-free zone downtown, to be accomplished initially
through a free “Looper” shuttle bus, then eventually through a pay—board-ir;bound, pay-
leave-outbound fare system which would allow free passage downtown on all buses. City
officials had been only lukewarm about the transit loop to start, but the free system
had “political moxie" to it, according to Whitten (2).

Once the city officials endorsed the plan, TARTA approached the UMTA regional
office in Chicago to seek funding. At that time TARTA learned of the Urban Initia-
tives funding program, and adapted their application to take advantage of this prog-
ram, adding the stations, a one blo;k pedestrianization scheme, and weather protected
pedestrian concourses to link the stations to nearby office buildings. The concourse
idea had long been supported by the city and the private sector. While transit agency
goals were to improve operations and reduce the number of stops downtown, the city and
business community were definitely oriented toward implementing .the pedestrian con-
course system. The linking of the transit loop with the concourse plan made possible
by the Urban Initiatives program was S major factor in gaining private sector support.
Downtown employers were brought in to support the application, and to furnish funds
for the local share,(whi.ch the financi;ally strépped city was unable to provide at that
time. Once the city was sold on the idea, the private sector support foliowed.
Again, the concourses and the free loop were the major selling points, along with the
80% UMTA funding that would rgsult if the 20% local share were raised.

The plan was funded with a 1979 Urban Initiatives Grant, combined with a separate

Section 5 capital grant and local share funding to total $8.01 million. The transit
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loop is a 1.1 mile exclusive curbside bus lane around a 12 block area in the heart of
the CBD (Figure 1). The loop has five pérmanent stations which provide weather
protection, replacing 36 bus stops in the downtown. The five stations provide five
common transfer points for all buses entering the central area. All buses stop at all
stations. Many of the stations are directly tied to downtown office buildings through
a weather-protected pedestrian concourse system. Each weekday, approximately 1300
buses traverse the loop. Ouring the morning peak hour, the average headway on the
loop is less than 30 seconds. Four buses at a time are permitted to board and dis-
charge passengers at a station. The downtown ride itself is a fare free ride, made
possible by the pay board inbound, pay leave outbound system which was initiated in

June, 1983,

BENEFIT-SHARING STRATEGIES

Th_e five downtown stations, designed by Charles Stark, a local architect, gffer a
new approach to downtown bus facilities which in Toledo has definitely helped improve
the image of the system. The five stations illustrate a variety of interagency and
public-private benefit-sharing strategies in design, construction and operation of the
loop and stations. Four of the five stations are directly integrated into-adjacent
structures. Two of the five are linked to adjacent developments by pedestrian con-
courses and future linkages are planned for other stations. TARTA maintains the
stations, but the concourses are maintained through various cost-sharing agreement;.
Miniature parks around two stations were built by TARTA, and are maintained by the
City. A pedestrian mall was constructed on one of the streets intersecting the
transit loop; Promenade Station is built on the discontinued right-of-way. City
police provide security, assisted informally by the private buildings' security
forces. Each of the stations, shown in photographs in Figure 2, is very different in
terms of benefit-sharing scenarios, as discussed below.

. Seagate Station was the first station built. The land for the station was
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purchased by TARTA from the City for $24,648. In anticipation of future
development, the city reserved an aerial easement above the station to allow
the future developer (Webstrand) to incorporate the station into the devel-
opment. The building, now nearing completion, was built after the Seagate
Station was standing. The station is connected directly to the corporate
headquarters of the Owens I11inois Corporation by an enclosed pedestrian
concourse. This concourse was paid for by TARTA through the Urban Initia-
tives grant, but was built by the city so that its construction could be
coordinated with two other concourses being constructed at the same time by
the city. Owens I1linois provided the 20% local share, and is now respon-
sible for providing ongoing maintenance and utility costs for all three
concourses, with the exception of the elevator required in the TARTA con-
course. The City of Toledo is responsible for security. Currently, the
concourse is being extended by private construction to link a new Hotel
Sofitel being constructed by the Galbreath interests and the recently opened
Portside Market. The extension is being funded through tax increment finan-
cing.

Promenade Transit Station is linked directly to the Toledo Trust, Toledo
Edison Company and the older Toledo Trust Tower by a second level pedestrian
concourse. The station was built in the right-of-way made available by the
closing of Madison Street for a pedestrian mall (funded by the UMTA Urban
Initiatives grant). The station and the second level concourse were added
onto the existing Toledo Edison building, The Toledo Trust Company and the
Toledo Edison Company each paid one-half the 20% local share for concourse
construction. The maintenance and security responsibilities are shared
among the participants. Toledo Edison and Toledo Trust each pay approxi-
mately $1800/month for maintenance and utilities for the concourses. In
addition Toledo Trust is responsible for maintaining the escalator con-
necting the station to the second level concourses. TARTA maintains the
station, and ‘the City maintains the pedestrian mall. A new concourse, the
Levis Square concourse will link the Fiberglas Tower, the corporate head-
quarters of the Owens Corning Fiberglas Corporation and the Riverview One
commercial parking structure with the station. The 20% local funding for
the proposed Levis Square Concourse will be provided by the Toledo Trust
Company, the Owens—Corning Fiberglas Corporation, and John W. Galbreath and
Company, with each party providing one-third the costs. The 80% share will
come from the UMTA Urban Initiatives grant.

Perry Station is incorporated into the street level of a city parking garage
structure. It is linked by a third city-financed concourse to the Chio
Citizen's Bank and office building. When built, Toledo's new convention
center is expected to be linked to Perry Station. While Perry Station was
financed by TARTA, its construction was delayed until the new garage struc-
ture was under construction, TARTA let its construction contract through
the City so that the same contractor could be utilized.

Park Station is not directly linked to any development project. In this
case, it was necessary for TARTA to acquire an existing building on the
site, which was demolished to make room for the station, and an adjacent
small park. The park, which is leased to the City for $1/year by TARTA, is
maintained by the city. This station is the only one with perceived prob-
lems related to loitering, and teenagers “hanging out." It is also the only
one where merchants complained about the station location. A lawsuit was
brought by one merchant against TARTA for loss of business when the station
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Figure 2
TOLEDO DOWNTOWN TRANSIT STATIONS
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was moved; however the case was dismissed from court.

. Government Station was originally intended to be connected to Government
Center by a pedestrian concourse under Jackson Street. This concourse was
eliminated because the construction of the Government Center was not under-
way in time. This station is attached to an.existing-two story parking
garage; the owner paid the 20% local share for station construction because
it improved his facade. Surplus land on the site was used for a small park,
which is maintained by the city. TARTA leases the land for this station
from the city for $1/year.

ELEMENTS OF SUCCESS AND FAILURE:

Transit Agency Organization/Role

TARTA's succes# in implementing the loop plan is attributable in large part to
the lead role taken by the transit.agency in developing a plan which was responsive to
overall downtown planning goals and directions, and the extent to which the transit
agency staff interacted with city and private decision makers to bring the plan about.
In a smaller city such as Toledo, the transit agency manager is afforded direct
contact with key executives in the city and the private sector, should he choose to
become involved. General Manager Whitten was -praised by one participant for his
“private enterprise approach to transit." He understood the need to gain the support
of key executives early in the planning. As he put it:

"The manager of any system like this should know what's going on. Too many
times the transit agency does not want to be an actor, but you have to be
involved. It's not hard to be involved, because who else in town has as
high visibility as we do with all our buses going around. . . I'm glad that
we got into the act early; you must get in there when you hear the first
rumors. . . Join .the clubs, talk to the executives, etc. -- before the
planning is done (2)."

After the early planning, meetings of top level executives were held only "when
necessary” to resolve problems. To supervise the project, Whitten hired Bill Herr,
former Planning Director for the City, as TARTA Director of Planning, with day-to-day
project management responsibility. Herr had established good working relationships
with the parties involved and had good skills in "diplomacy" according to the project

architect. Whitten then only came in for "command performances" with chief executives
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Community/Private Sector Participation

The loop plan was introduced at a time when public and private forces were comi'ng
together to revitalize downtown Toledo. The Owens I1linois decision, and the direct
involvement and "vision" of its Board Chairman, Mr. Edwin M. Dodd, established new
confidence in the downtown and started the momentum for the public and private im-
provements. ‘On the private sector side, the‘ chief executive officers of the large
corporations took .the lead and participated actively in the planning. The CEQ in-
volvement insured the participation of their staff. -As Toledo Trust V.P. David Snave-
ley put it: "Once the CEO's are involved, other corporate staff 'gets on the band-
wagon' (4)." ' ‘

On the public side, former City Manager Mike Porter, now Executive Vice President

.of the Chamber of Commerce, notes special-efforts of city staff to expedite the

project. Porter states that he alone as City Manager attended 300 meetings in one
year, as often as 2-3 times per day. According to Porter: "Within the City we had an
‘A Team.' A1l the city directors met weekly and went over strategy. Ne had two
lawyers working full time on this project. When we got into this, we decided that we,
nights and weekends. . . There were times we worked all day and all night. . .We kept
up with, even surpassed the private sector. The private sector developed more respect
for us a-s. a result. (5)."

This observation brings up the issue of government credibility in dealing with
the private sector in implementing a major project. Local governments and transit
agencies often must overcome the hurdle of the perception on the part of the private
sector that Igovernment will not “produce” in implementing a project, that funding is
uncertain, or tﬁat bureaucratic red tape and delay is a given in working with a public

agency. In this case, the private sector stepped in to provide local share funds and
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development support because the city, “flat broke" at the time, was unable to respond
financially. The City and TARTA did rise to the occasion, however, by packaging
Federal funding programs and by providing sufficient political commitment and staff
support to move the project ahead in a timely fashion.

In sum, Porter cited three conditions for successful public-private cooperation:
"willingness to take a risk, confidence between the parties; and cooperation and the

ability to ‘bend egos;' i.., not letting your ego screw the thing up. (5)."

Urban Design/Planning

The careful integration of the bus loop plan with downtown development planning
was a key factor in winning private sector.- support. Ser;sitivity to land use and
development considerations was manifested early in the process when TARTA dropped the
Superior Street Mall idea and started to develop a new plan which better served
development centers. Linking the transit stations to the sought-after pedestrian
concourse scheme and providing the free loop to facilitate dov;ntown circulation fur-
ther strengthened support for the project. As Porter put it: "The project had to be
bigger than just the transpbrtation aspect; t'ransportation had to be one piece of the
puzzle. (5).". Snavely suggesfed: "Our motivation was based on the fact that this was
part of a transportation scheme for all downtown. . . You can't isolate the stations;
it was part of a bigger thing. It was the connector' system that sold us, -- plus the
feeling that you're doing something for the community (4)."

From a design point of view, each 'station was designed to relate to its own
environment, while still cfeating a unified identity and upgraded image for the bus
system. An additional design goal of the stations was to upgrade the image of the bus
riders themselves through attractive and well-maintained stations., Linking the sta-
tions directly to buildings has had-the positive effect of added security, both from
office security personnel and from employees who can see into the statwns from their

windows. More vigilant mamtenance is another advantage. Because the statwns are so
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closely related to the buildings, the office maintenance crews help .informally with
maintenance, and TARTA is phoned by management if maintenance is neglected.

Finally, the direct linkages-afforded by the concourse system have been well
received, particularly iﬁ the winters, when TARTA is more heavily used. People tend
to walk and wait for the buses outside in nice weathe}, but the concourses are “gra-
dually changing u;e patterns. People are taking the bus for lunch trips; combined
with the concourses, the system extends the distance people can travel on lunch hour.
People are still 'discovering' the sysiem (1)." In anticipation of heavier usé of the
concourses, Toledo Edison has provided for future expansion of its concourse to the -

west, and also for provision of second level retail space along the concourse.

Numerous cooperative agreements were-developed to cover cost-sharing for design,
construction and maintenance of the pedestrian concourses among TARTA, the city, and
the private sector. Whitten commented that TARTA was not shy about déveloping new
types of agreements to meet the unique situations which occurred.- For example, for
the Promenade Station and concourses, the following agreements were signed:

‘ ] August 14, 1981 -- Design agreement between TARTA, Toledo Edison ‘and Toledo
Trust providing that Toledo Edison and Toledo Trust fund 20% of the design
costs for the pedestrian concourse-up to a maximum of $14,085 each, and that

TARTA reimburse Toledo Edison $10,000 for an engmeerlng feasibility study -
conducted for the pedestrian concourse;

[} August 14, 1981 -- Construction agreemenht between TARTA, Toledo Edison and '

Toledo Trust providing that Toledo Ed1son and Toledo Trust pay 20% of con-

struction costs for the concourse;" ,

[} August 23, 1982 -- Promenade Pedestrian Concourse Agreement/between TARTA,
. Toledo Edison, Toledo Trust and the City of Toledo clari fy ng ownership,
maintenance, and operation responsibilities; and

. January 21, 1983 -- Maintenance agreement between TARTA and Toledo Trust
providing that Toledo Trust and TARTA will share maintenance of the escala-
tors linking the Promenade Station with the second level pedestrian con-
course,

The Seagate Station required similar agreements in addition to clarification of ease-

ment rights to allow for construction of the office building over the station.
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In Toledo, bringing these numerous complex agreernent",s about in a timely fashion
was accomplished through the mutual desire of all parties to implement the plan. The
momentum established for the project gave the public and private participants the
confidence to take action. "People went out on a limb to do some.things they never
would have done before. Some private construction went ahead even before documents

were signed (5)."

Maintenance ah_d Management

All the parties aéreed that-a *Class A" standard of maintenance in the stations
and concourses must be kept up to maintain the positive image of the corporations
involved and to extend this positi(re image to TARTA. Assignment of maintenance re-
sponsibility for the complex network of public and private spaces involved was worked
out incrementally among the parties involved; details are spécifical ly set forth in
the numerous cooperative agreements.

Basically, TARTA's responsibilities are limited to maintenance and utility costs
for the stations themselves, with the City and the private employer_s sharing costs for
the concourses. TARTA spends .$30,000 per year on maintaining the five stations, which
are cleaned twice a day. To assure special attention to the downtown stations, and to
reduce costs, Whitten created a separated maintenance program for the loop in his
personnel department. The program uses part time help and is completely independent
of the reqular maintenance department.

TARTA has devoted considerable effort to reducing its maintenance responsibili-
ties and costs; however, its recent attempt to persuade local banks to pay for station
maintenance in return for the privilege of .installing Automatic Teller Machines
(ATM's) in the stations was unsuccessful. TARTA had also hoped partially to fund
maintenance through leage of advertising space on frames provided in all the stations.
In this case, the frames were mistakenly designed to a non-standard size, making the

ads too expensive for the local market to bear. Escalator and elevator maintenance
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has been another difficult issue. In Seagate Station, TARTA abandoned an escalator
because of the unwillingness of Owens [11inois to pay for its maintenance. In Prome-
nade Station, Toledo Edison refused to.share escalator maintenance costs, although
Toledo Trust was willing to share the cost with TARTA in this case.

Maintenance is a responsibility that TARTA would definitely 1ike to "negotiate

out of." While the private sector has willingly maintained the concourses to this

‘point, they have expressed interest in the benefit assessment district which has been

proposed to fund and carry out cleaning, maintenance, and‘security functions for the
loop and other CBD improvements. The point of view of Owens I11inois on this matter,

for example, is. thaf the concourse connections, when initially built, served only

.Owens 111inois. Now they will also serve the new hotel and the Portside market. As

the system expands, more buildings will be served and more benefits will accrue. As
this network expands, either all should shareAin.the costs, or the reéponsibility

should revert again to the city.

Summary of Costs and Benefits to the Various Participants

As stated above, the main benefits of the transit loop for the private sector are
tied to the convenience and weather protection of the concourse system and the down-
town circulation aspects of the fare-free loop. These connectivity benefits have
been seen as important in lending coherence to a downtown which has been characterized
by scattered development with no clear center of activity. Owens [1linois, for exam-
ple, saw the loop as an important selling point in convincing their employees to move
to what was then “"the middle of nowhere.," Secondary in the eyes of the employers was
the actual transportation benefit of the loop, although increased transit use and
convenience for employees,and visitors was mentioned by all the employers interviewed.
Owens I11inois stated that employee transit use had incréased from 1/3 to 1/2 of all
employees after the move to the new building and the loop construction (and the

construction of an expensive parking garage to serve the development). In general,
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the private sector felt the benefits of the loop and concourses well worth the costs
they paid, although they were interested in broadening the cost-sharing base through
an assessment district for maintenance and utility costs.

For TARTA, the increases in maintenance costs for the stations were made up bj
decreased operating costs for the loop and more efficient downtown operations in
general. Further, the loop gives TARTA adequate downtown capacity to serve potential
increased ridership in the fuiure. as development expands. The stations were designed
to accommodate five buses at a time; however, only four stop at each location today.
The ability to add the fifth bus allows for a 25% ‘increase in capacity.

Because of the expense of conducting passenger counts in the fare free loop,
TARTA has not established ridership impacts of the loop plan. Generally, they agree
with the private sector that the greatest benefit has been an improved image for the
TARTA system, afforded by the development connections, the heightened maintenance of .
the stations, and the fare-free loop. Increased use of the fare free loop by manage-
ment personnel who typically drinve to work increases their sense of ownership and
interest in the TARTA system. As Toledo Trust Viée President Snavely put it: ‘“The
loop will remove the stigma from riding the bus. You never used to See guys with
suits and briefcases getting off the bus five years ago; now you do (4)."

/ In sum, the transit agency has had a direct influence on the shape of downtown
redeve‘]opn.lent‘ and revitalizaiion in Toledo through the sensitivi}.y of its management
and staff to development plans, their willingness to incorporvate urban design and
pedestrian plc;nning goals into their plans, théir skill in pat;kag{ng fundit;g, and
their active participation in the interagency and public-private committees formed to
expedite the project. The result has been a downtown system which enhances the image-
of the system, directly serves development, and offers enough capacity to meet the

needs of expanding downtown employment in the years to come.
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TRI-MET (PORTLAND, OREGON) CASE STUDY

FOCUS OF THE CASE STUDY

This case study focuses on the Banfield Light Rail Transitway Project currently
under construction Sy Tri-Met, the Portland area transit agency. The project incorpo-
rated a comprehensive land use planning program includinglsuccessful cooperative
arrangements between Tri-Met and other public agencies.and cost sharing arrangements
with downtown landowners. This medium sized system provides useful lessons in the

areas of:

1. Comprehensive transit and land use planning for the whole corridor and at
station areas located in three different jurisdictions;

2. Joint development efforts at stations; and

3. Downtown construction management and cost sharlng to improve community
acceptability and environmental quality.

BACKGROUND AND CONTEXT

The City of Portland is a medium sized regional center. City population is
355,000 and metropolitan region 1.5 million. The climate is temperate, typical of the
Northern Pacifi? coast. The city has a liveable, fairly homogeneous chara?ter and
prides itself in its long standing concern for its natural and built environment. The
downtown area has visibly improved in the last 10 }ears as a result of carefully
coordlnated public investment, enlightened planning regulation and private develop-~
ment. The region was hard hit by the 1981-83 recession but is now making a substan-
tial recovery.

The transit agency is the Tri-County Metropolitan Transporta}ion District of
Oregon (Tri-Met). Tri-Met was established in 1970 and by 1982 it nearly tripled the
average week day ridership to about 150,000 (1). Tri-Met has been successful both in
improving transit service and in creatively coordinating it with land use planning and

development. The construction of the Transit Mall downtown on S5th and 6th Avenues was
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completed in 1978 and established Tri-Met's .commitment to a high quality bus operation
which contributed to the physical imbrovement of the urban environment. The close
cooperation with the many other public agencies and private interests involved in
making this complex project very successful established the basis of trust and commu-
nication that set the stage for the planning effort for the Light Rail Transit (LRT)
Project. Many of the political supporters, professionals, agency personnel and busi-
ness people who worked on the Mall also became involved later in the LRT and brought
to it a history of. cooperation,

In addition to the Mall, the dpwntown which is the focus of the bus routes
includes a 'Fareless Square" enabling people to circulate by bus along the length of
the Mall free of charge. This ease of movement, in combination with the Iarﬁe number
of new retail developments and new office and residential structures, makes an unusual-
ly lively and attractive downtown for a city this size. The extensive renovations of
the three downtown historic disfricts creating many new specialty shops and'offices
greatly contribute to the _vitah'ty. Public open space improvemenfs along the river-
front and at Pioneér Square have provided a fgcus for downtown activities.. The 3
block, $130 million Morrison Street Retail and Mixed Use Project currently being
developed will add én.ot:her major increase in activity. ‘

The unusual feature of the success of downtown Portland is the degree to which
transit played a role in it. The policies to support transit are combinved with
restraints on parking and auto related uses. The Transit Mall excluded almost al)
auto traffic from two major streets. Riverside Drive was eliminated and turned into a
grassy park. Pioneer Square was built on the site of a formér parking garage at the
100% corner of downtown. Oper{ lot parking and ground level garages fronting on
downtown sidewalks are not permitted. The pedestrian can walk along sidewalks conti-
nuously lined with buildings containing stores, restaurants and other activities of
interest throughout the downtown. The new Morrison Street project proposes only about

850 parking spaces and expects well over half of its patrons to arrive by transit.
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The East Side route of the LRT traverses Lloyd Center, the Hollywood Business
district, and unincorporated areas of Multnomah County and arrives at the center of
the suburban town of Gresham. . Lloyd Center is a major privately developed commercial
office development. Hollywood is an older, once self-contained town, now within the
city of Portland, that still retains a special identity. The rest of the route runs

through a flat stretch of mostly developed middle-income suburban area.

THE BANFIELD TRANSITWAY PROJECT

The new LRT will follow a 15-mile route from downtown Portland to Gresham. It
connects the suburban residential areas of the Easty'Side to the primary employment
centers‘at downtown and Lloyd Center (Figure 1). In the downtown the LRT will run on
streets designated as transitways with special pedestrian improvements and limited
auto traffic. The central section runs along the limited-access righis of way of the
Banfield Freeway and 1-205. Finally, the eastern sections follow Burnside Street and
a former trolley right of way into Gresham.

The cost of the LRT is projected at $211.7 million in 1985 dollars. Headways
will be 5 to 10 minutes at commuter hours, 10 to 20 minutes at off-peak. Two-car
trains will be able to carry up to 332 riders with only one operator on board (2).
Self-service fare collection will be used with fare ins.pectors randomly checking
passengers for proof of payment and imposing stiff fines on those found without a
ticket or pass. Construction started in 1983, completion and service start are sche-
duled for mid-1986.

The development of the Banfield LRT included a complex set of community planning,
professional analysis, urban design, architectural and engineering design, joint
development, project management and construction coordination elfforts which all con-
tain some valuable lessons for other localities. They are described below roughly in
the chronological sequence in which they occurred, although there was overlap between

many of the activities.
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Figure 1
BANFIELD LRT ROUTE MAP
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THE TRANSIT STATION AREA PLANNING PROGRAM (TSAP)

TSAP was established in 1980 to identify how the 1ight rail line will "affect the
development, redevelopment or conservation of neighborhoods along the route” (3), and
to channel these anticip&ted imﬁacts into development programs desired by the communi-
ties. The cities of Portland and Gresham, Multnomah County, Tri-Met and the Oregon
Department of Transportation participated in TSAP, The program was funded by a 1.2
million dollar UMTA grant and was coordinated by the Metropolitan Service District
(Metro).

Staff members from the paArticipating agencies worked as a team under Metro. TSAP
helped fund the complementary land use planning efforts carried out by the local
governments. In addition, consultants were retained in the areas of market analysis,
transportation, urban design and implementation for a total cost of about $375,000.

The market analysis conducted by Economic Research Associates (ERA) was critical
to establishing the basic policies and dPrections related to private real estate
development. The summary conclusion reached by ERA was that the LRT is not expected
to create additional growth in the region, but, with sound planning, it”can influence
where the already anticipated growth occurs. This conclusion strongly influenced the
type of development-related planning that was conducted for the station areas. The
main thrust of the plans and fésulting zoning ordinances was directed toward shapfng
the projected developmen‘t demand into a pattern focused on the transit stations and
supportive of the existing community fabric. The deveiobment market concentrations
projected for each statfon area are shown in Figure 2. The intervening deep reces-
sion in 1981-83 has slowed down the demand.'butkthevdistrib\ftidn pattern indicated
still appears accurate.

The benefit-sharing strategies pursued were strongly influenced by the market

analysis. It was concluded that the LRT did not result in sufficient increases in

land value to extract direct contributions from land owners or developers to the
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transit project. But it was also concluded that it was in the very strong interest of
both Tri-Met and the localities to carefully coordinate plans in order to yield
benefits to both sides. The bénefits to transit include increased ridership attracted
by concentrating activities at the Station, better access and a more comfortab!e and
attractive environment for the transit patrons. For the station area communities the
plans minimize the impact of station area parking, and help create an attractive and
Tively community fabric.

The transportation analysis component of the TSAP generated one important,

unusual conclusion: the LRT will not depend on park and ride as a principal mode of
access by patrons. This policy was encouraged by the observation that park and ride
lots create physical development and traffic battems that are destructive of the
community environment and discourage joint development which might 1ink the station
with the streets of the neighborhood. To provide alternate patron access and avoid
illegal parking on local streets the transportation analysis generated for each sta-
tion area an appropriate balance of access by feeder service, walk-in, kiss-and-ride
and parking and development controls.

The urban design and development plans for each station area. were developed under

the lead of Zimmer Gunsul Frasca (ZGF), a Portland architectural and urban design
firm who are also the ar:chiiects for all of the LRT stations. ZGF who won an award
from Progressive Architecture Magazine for this project describes the Urban Design
Component as "..essentially promotional. It recognizes that successful urbanization
of the Banfield corridor is not assured, nor able to be mandated (4)."

The urban design study provides a description and analysis of the physical
characteristics of each station area (call'ed here the “Urban Frame"); It identifies
most likely and desirable sites for development and sets out plan guidelines, criteria
and illustrations for preferred development patterns. The principle behind all the

plans is to achieve a degree of compactness and ease of pedestrian circulation around
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Figure 2
DEVELOPMENT POTENTIAL BY STATION
FROM MARKET RESEARCH STUDY.
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the stations and to protect the existing neighborhoods.

Certain relationships between LRT station, commercial development, parking and
residential structures are suggested as prototypical and applicable throughout the
suburban sections (Figure 3). At the same time each station area plan took account
of the specific conditions of the surrounding neighborhood and was generated with a
great deal of community participation, review, debate and revision. Eventually each
local jurisdiction generated revisions to its Zoning Ordinance to guide development in
the direction provided by the station area plans.

The Zoning Ordinance changes, such as the Multnomah County Transit Station Area

Zoning Ordinance, establish special zoning categories in the vicinity of the stations
including medium and high density.residential, neighborhood and general commercial,

and office districts. These new zones are distinguished from pre-existing zbm’ng

categories by a greater level of attention to eliminating traffic conflicts, conceal-

ing parking lots, insuring a desirable pedestrian environment, facing commercial
structures towards the transit stations and setting minimum criteria for density and
building mass near the stations. A

So far development demand-has-not caught up with the plans and no new develop-
ments have occurred under the new zoning, so that the actual results cannot be ob-
-served. Some planners expressed the concern that by essentially up-zoning the station
areas way ahead of the development demand the public Jost its leverage to shape the
development through incentives and bonuses given in return for compliance with plan
objectives. The reason for these early zoning changes. is the "promotional" attitude
described earlier, the perceived need to attract development to cluster around the
stations and thereby reinforce both transit and urban structure.

The TSAP ended in March 1982 and gave way to more modest local efforts to imple-
ment tﬁe plans. Many of the planners involved in the program were disappointed that
further UMTA funding ‘was not available to pursue specific implementation work a;|d

joint development projects. The economic recession that was very deep in the Portland
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region in 1982-83 removed the immediate incentive since there was no present demand

for private development. Novf that development demand is reviving, the results of the
TSAP and its products of development guidelines, community consensus and zoning ordi-
nances will be tested. It was believed by evéryone interviewed that the plans will be
generally abserved and given the history of cooperation and good planning in Portland,

this is likely to be the case.

. Station design concepts ‘grew out of the planning concepts generated during the
TSAP, The stations are modest, attractive structures (Figure 4) located in the
transit rights of way. ZGF Partner-in-Charge, Gregory Baldwin pointed out that the
stations were designed in the traditfon of modest public buildings to emphas‘ize, "local
fit" of the LRT over unified regional identity (5). The station buildings are not
physically linked to any joint development sites and are not intended to be directly
incorporated in major development. The linkage occurs through careful planning of
street crossings, st'airs and bridges from the depressed rfght of way and through
rintegrated streetscape treatment that makes the stations seem to visually belong in
the communities. This style of station design seems appropriate to the relatively

modest physical scale and expected activity level at most of the LRT stops.

JOINT DEVELOPMENT

As it was described previously, the slow development market on the East Side has
produced few development proposals in the LRT station areas. It is‘ a common percep-
tion in Portland that the LRT is a necessary public investment to catalyse increased

private interest in development. For instance, the Hollywood Development Program, a

business community based study conducted through the Portland Bureau of Planning is
devoted to promotion of high density development on sites near the station with the
goal of revitalizing the business area. The report -makes it clear that development
must be attracted to the area through incentives in addition to the transit. This

makes the type of joint development that would help fund transit developments with
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Figure 3

STATION NODE DESIGN GUIDELINES

Fig. 4.7
Station Node

The architecture of the transit station and related
new development should respect the scale and func-
tion of the residential neighborhood to which they
are added.

Fig. 4.8
Station Node
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At Bumside and 148th, 162nd and 172nd, a mix of
densities and uses may be readily integrated as long
as: 1] concentrations of parking are located off-
street away from intersections, and landscaped; 2]
visual privacy is maintained with appropriate bar-
riers; 3] the scale and character of commercial de-
velopment is complementary to that of existing
single family homes; 4] strong pedestrian and spa-
tial relationships are established between commer-
cial development -and an adjacent station platform;
and 5] vehicular access to commercial develop-
ment and multifamily housing is gemerally pro-
vided from north-south streets or parallel (to Bum-
side) roadways.
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Figure &4
SUBURBAN TRANSIT SHELTERS
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pr_ivate contributions unlikely.

Lloyd Center is one commercial area outside of downtown that has continued to
develop' and experience demand. Joint development occurred there to the extent that
the Hallyday vStreet: station was relocated by one block to better connect to the
pedestrian circulation within proposed Lloyd Center developments. Lloyd Center Cor-
poration will, with \its own funds (ca. $500,000), create a pedestrian ?onnection
between Lloyd Center office buildings and the station. Zom'ng was simplifie& by the
city and allowed density was increased in the station area which benefits Lloyd, the
major property owner. On the other hand, some additional design and planning cmfrols
were imposed. On balance it appears that Lloyd pfobably‘ got the better deal in these
negotiations. One problem for the public agencie; was that since no capital contribd-
tions to transit facililties were requested of any other property owner along‘ the
line, it was difficult to argue that Lloyd alone should contrib;té.

The Gateivaz Station contains the one joint devélopment project current]y‘ pro-
ceeding. Gateway is at the junction of t;1e Banfield freéway w%th Inter;tate 205 and
is adjacent to an aging suburban shopping center :;nd considerapk undeveloped land. h
The YMCA will develop an approximately $7 million new féﬁility on the air-rights over
the park-and-ride lot (one of only three in the system).

Phil Nhitmore,tDirector ofADevelopment for Tri-Met, approached the YVMCA to ini-
tiate this joint development. The YMCA is expected to attract 2,000 to 2,500 people
daily, and while now 89% of the YMCA's patrons come by car, the location directly by
the station is expected to dramatically increase tﬁe number of t-hose arrivir;g by
transit. At this location the YMCA expects to pick up substantial additional pa-
tronage among the car-less, particularly the elderly and teenagers. Tri{Met wi]l
benefit considerably since the YMCA will generate new ridership at off-hours and in
reverse flow to commuter traffic. )’

The value of the land at this location is only $4-6 per square foot. Construc-
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tion on the air-rights over parking is estimated to cost around $12 per square foot
more than on grade construction, amounting to an excess cost of about $300,000. Tri-
Met is not authorized by the UMTA regulations to pay directly for such extra building
costs, but it can do so indirectly by reducing land rent costs and waiving lease
payments altogether for the first 5 years. Phil Whitmore constructed this rather
complex deal, based it on an interpretation of section 3alD of the UMTA regulations
and nursed it through 18 months of difficult negotiations and épproyals (6)-

Douglas H. Leeding, volunteer project manager for the YMCA was gratified by the
way the project was wo_rking out.and optimistic about its success. Yet, as a mortgage
banker, he commented that a priyate profit-oriented development would never have
gotten through the process. He cited UMTA's complex approval regulations which wére
ofteq difficult to interpret, and caused s&bstp_ntial delays and the requirement for
retaining UMTA control over the land as serious obstacles for private joint develop-

ment on the modest scale that would be feasible at LRT stations (7).

The installation of sewer main lines under Burnside Street concurr;ently witﬁ the
LRT constr:uction was a form of joint development. The lack of a sewer would have
precluded most of the development at the station areas suggested duriné the T§AP. In
the fall of l9§2 the State Emergency Board appropriated 3 million dollars to construct
the sewers. Building the sewers concurrently with the LRT resulted in a saving of 4
or 5 million dollars compared to the cost of separate construction. UMTA agreed to
accept the cost of the new sewers as a portion of the local match toward the LRT
construction grant. ‘ .

The result is that there was a shared benefit between the transit agency and the
localities from ‘the joint construction of the sewer and the LRT. However, there was
no attempt to immediately capture the monetary value of these benefits for the transit
construction. The reason was that the LRT and the sewer were both considered neces-
sary public utilities {o shore up the economic health of this area and the real

benefits were to be reaped in longer range healthy community development and in-
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creased ridership.

DOWNTOWN SECTION LRT PROJECT MANAGEMENT

The downtown section of the LRT (including Lloyd Center) was considered a more

complex problem and a special Office of Downtown Project Manager (ODPM) was estab-

lished. Roger Shiels, a private consultant and partner with the Portland firm Shiels
and Obletz was retained to run the office. The 0DPM is composed of staff on loan from
Tri-Met and the City. The Project Engineer lis designated by the City and .the Light
Rail Engineer is from Tri-Met. rThe staff algo includes a Public Information Spe-
cialist, a Construction Coordinator, a Utilities Coordinator, twp Civic Field Inspec-
tors, LRT Field Inspectors and suppor; staff and they are drawn in roughly equal
numbers from the City and Tri-Met. The ODPM personnel is assembled in aﬁ office right
on the LRT route, specially established for this purpose.

'This style of managing the project was carefully established to capita’lize on
some of the lessons learn;ed earlier during the Transit Mall construction. S!}iels was
involved in managing that project as well, and observed (8) that, pt:. that time,
problems with communications and approvals develo.ped due to the fact that City and
Tri-Met staffs were insulated inside their separate bureaucracies. The ODPM forces
the City and Tri-Met staffs into a functional team. The physical concentration of the
staff and removal from the customary agency framework tends to focus everyone's Stten-
tion on solving problems creatively' and efficiently. The responsiblities of 0DPM and
its staff are carefully delineated 'in a contract between Tri-Met and the tity 9).

Construction Coordination is a complex problem that involves scheduling, interim

traffic management and constant liaison with the many affected downtown interests.
The downtown LRT section includes the rebuilding of a bridge, traversing two historic
districts, and construction along a number of existing retail frontages that are
highly sensitive to disruption, all demahding constant attention. The ODPM publishes

a tabloid-style newsletter "Tri-Met Light Rail" and conducts a nul:nber of different
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forms of community outreach including block by block notification and discussion with
property owners.

The Morrison Street Project, a three-block retail and mixed-use development to be

constructed by the Rouse Company is a good example of some of the complexities féced
by the ODPM. The prqject is sited at the intersection of Morrison and Yamhill
Streets, the one way transitway pair carrying‘ the LRT, with the S5th Avenue half of the
existing Transit Mall (Figure 5). The p_mject will maintain the visual separa-
tion of the three building blocks at street level and above, but below ground the
parking and basement re;ail areas connect under Yamhill Street. Thus, the Yamhill
portion of the LRT transitway must be constructed over three levels of new underground
construction. The Morrison Street Project has not yet started demolition at the site
while the transitway construction is well under way. Some complex solutions had to be
considered. Current discussions include the issue of whether Tri-Met builds this
section or assigns a portion of the budget‘to the Qeveloper to build one block of the
transitway' as part of the development. The developer must be obligated to complete
this section by winter 1985 in time for the 1986 opening of the LRT which is two years
aheaq of the construction schedule for the retail and parkling structures adjacent to
this section. Portland Development Commission Project Coordinator, Chris Kopca said4
the developer was considering two options '@):

1. Build a temporary trestle; or

2. Build the permanent structure under Yamhill Street ahead of the rest of the

project.

There is a great range of technical and negotiating points raised in this situation and
the ability of the ODPM to speak with one voice for all of the public agencies in-
volved greatly improves the public's ability to negotiate creative and mutually advan-
tageous solutions.

Benefit-sharing issues at the Morrison Street project present an interesting
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The Morrison Street Concep
In Response to Tradition -

.

Figure 5

THE MORRISON STREET PROJECT

THE MORRISON STREET PROJECT
'The Rouse Company
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contrast to the Midtown Manhattan case studies. In both the Times Square and East
Midtown projects the private developers near a transit station were required to con-
tribute substantial capital to the construction of transit stations. The Morrison
Street project would appear to be in a similarly essential relationship to transit.
It is located at the intersection of the LkT with the existing bus mall, it will have
probably the busiest LRT stations at both Morrision and Yamhill directly adjacent to

the property and it greatly reduced its parking provisions and expects to draw over

half of its clientele via transit. Yet, according to both Tri-Met staff and Kopca the

issue of the development contributing to the capital cost of transit facilities was
never raised. Instead, the perception is that the provision of the transit sy;tem
through public fundiné is similar to providing other public utilities such as water,
sewer, streets and traffic control and is essential in order to atfract ,to;; quality
development. The Morrison Street Project was conceived and promoted during thek years
of recession and dearth of development initiatives, The present, much stronger down-
town development market would probably justify a morey aggressive approach to benefit/ ‘
cost sharing, but the deals have now been made for both ;he LRT andﬂ the Morrison-

Street Project.

DOWNTOWN LOCAL IMPROVEMENT DISTRICTS

Direct cost sharing in the transit project was negotlated with downtown proper'ty
owners for two aspects of the LRT project: street amenities on Morrison and Yamhﬂ]
Streets and the addn:lon of four vintage trolleys to be restored and operated on the
LRT rails between the downtown and Lloyd Center durmg mid-day and weekend off-peak
hours. Both or these programs were added to the plans after the initial Tri-Met
proposal of a "bare-bones" transitway design was reJected by the downtown business
interests. Both programs are funded with yMTA grants with the local share of the
costs being r;iseii from the property owners: thrt;ugh a Local "Improvement District

(L.1.D.).

N
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The L.ID. is governed by Oregon State law and enables the district to levy a
special assessment for shared benefits upon approval of the owners, of at least 40% of
the effected property (by square footage of land). The ODPM was instrumental 'in
organizing the L.ID.'s and continually works with the private sector on these pro-
Jects.

The Morrison/Yamhill L.ID. was generated to provide funding for better quality

- paving, more street improvements and amenities along these two transitways. Of the

total of $5.5 million excess cost, $1.5 million was raised by the L.I.D., and $4.0
million is funded by UMTA. The UMTA grant has been approved and the L.ID. assessment

has been voted in with near unanimity. The assessment formula was generated as a

* combination of frontage of the property on the trans1tway and the assessed valuation

of the property back to 100 feet of depth. The capltal contributions were financed by

city through a bond issue which the L.1D. members are paying off over 20 years,

which ‘makes the yearly burden on the property owners quite small.

The $1.5 million is 4 million higher than the usual 20% local match and this
helped persuade UMTA to approve the addition to the project. At the same time the
owners received almost $4 dollars worth of improvements at their doorstep for each
dollar‘ contributed to the L.1.D. and this, according to businessman Bill Naito who
hel’bed lsell the L.ID. to fellow property owners, made the task of convincing owners
to pérticipéte quite easy (11).

The Vintage Trolle1 L.I.D, involves all of the owners along the line from Lloyd

Center. through Downtown in raising $800,000 ln local funds to match a $1,000,000 UMTA
grant. - The funds will cover the purchase and restoration of four antique trolley cars
which Tri-Met will operate 11 AM through 3 PM weekdays and on Saturdays and Sundays.

The property owners and merchants will penefit from the promotional attraction of these

trolleys. Similar cars already operate successfully in retail areas of Detroit, New

Orleans and Seattle. UMTA was persuaded to grant funds for the project with the

argument that the 'impact of the new trains traversing two historic districts needed
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to be mitigated by the use of the vintage trolleys. Bill Naito who conceived this
concept and persuaded. local businessmen and UMTA to fund it has actually acquired and
stored four Portugese trolley cars with his own.funds to be used in this project. He
felt that having the vehicles on hand was necessary in order to persuade all the
parties of the realistic possibility of making the project work, so he took the risk.
When negotiations for the project are completed, Tri-Met will acquire and restore

the cars and reimburse Naito, =

EVALUATION AND CONCLUS I'ONS

The Banfield LRT includes a number o'f, successful elements that ca;1 provide useful
lessons for other localities. .

The TSAP process :seems ﬁseful and appropriate for the Portland area. Even t;iough
implementation has lagged due to development slowdown, this type of thorough planning
backed by community consensus will be sustained and respected in the Portland area and
will encourage a constructive interaction between the LRT and station area development
over the coming years. The style of planning, community participation and political
qecision making in the Portland area is crucial in taking advantage of the investment
in the TSAP, Regions with less respect for plans and more volatile community and
regional politics are less likely to benefit from such careful, long range efforts and
can onlyr make useful plans if these lead directly into implementation.

The Downtown Project Management Program appears exemplary and should be studied

by any city embarking-on a similar project. Portland was quite successful with the
earlier Transit Mall construction and seems to have capitalized on that experience to
make the LRT a model effort. There is, however, still more than a year of major
construction to come, and ultimate success must be judged after completion.

Joint development, as represented by the Gateway/YMCA project is a difficult
first step in the right direction. While UMTA expresses considerable encouragement of

joint development, it appears that in practice the regulatory and administrative
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obstacles raised in conjunction with Federal Funding are formidable. LRT projects and
the medium density land uses that usually accompany them do not usually create the
extreme demand for development near the transit that would cause developers to choose
to deal with these difficult conditions. Thus, if UMTA wants to encourage joint.
development, the regulations governing land ‘acquisition and disposition and the admin-
istrative procedures for approval should be reviewed from the point of view of
potential private developers.

Benefit-sharing strategies generally assumed that soliciting private capital

contributions to basic transit components was not feasible or desirable. It was

agreed by Tri-Met and the localities that the true benefits of the project were the
longer range strengthening of the region. The shift of the mode of transportation into
the downtown core and the gradual shift of development into patterns that were increa-
singly supportive of transit over auto use. A consistent promotion of such a policy
throughout the project area is the great success of the Banfield LRT project.

In the current planning of the West Side LRT project funding.presents a great
problem. There is a reluctance at UMTA to provide Federal funding for new rail
starts. lThere is ; shortage locally of public funds to raise the local match which
may have to be much higher than the 20% required for the-Banfield LRT. There are
efforts beginning to raise private sector commitments for this project as well as
studies of 'Creative Capital Financing" techniques involving sale-leaseback arrange-
ments and private investment for tax shelter. The development market in the West Side
Corridor is much.stronger; it is a wealthier area with considerable new commercial/in-
dustrial high technology development. Yet, raising money for this project has,. so far
met with little success., ‘

The downtown L.ID.'s do contribute private funds toward transit development.

ABut the nature of these contributions must be carefully noted:

1. The contributions do not support basic transit components but amenities
Clearly related to the contributors’ property and business activity, and
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perceived by the owners as directly, in the short term, enhancing the value
of -these properties and the success of the business activities.

2. The contributions raise HE local match only and are matched by larger
amount of UMTA grants which convinces the property owners that the amenities
they are gaining are worth more than the contributions they are asked to
make. '

These points ére critical for the conclusions of the whole study on benefit sharing.
It is evident that private business contributions of any kind to transit development
should only be expected if the value obtained by th‘e business shows a gain of benefits
over. costs in the relatively sh;)rt term (2 or 3 years are more reasonable than 5 to 10
years). Any bﬁ§iness asked to participate, whether as a joint development partner or
a member of a L.l.b. will make such a cost-benefit judgment. As the benefits of
transit, particularly the medium-density oriented LRT are morje likely in the longer
range, cost sharing with private business is only likely to be feasible on a very
limited range of transit-related investments.

A number of the people interviewed in Portland expressed frustration with current
attempts to switch federal transit funding policies from supportingA transit with
public funds as a utility and a tool for catalyzing urban revitalization to the
expections that major portions of funding can be abruptly replaced by funds from local
govemment§ and private beneficiaries. The Portland case study is _interesting- in this
regard because of the exemplary results Tm"-Met,.the local governments and the private
sector have achieved in making transit and transit oriented development successful,
acceptable and recognized as economically desirable. If the shift in funding policy
described above cannot work in this.atmosphere of transit success and acceptance, it

is likely to encounter much greater difficulties in most other localities.
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LIST OF AGENCIES AND PEOPLE INTERVIEWED
FOR PORTLAND CASE STUDY

Tri-County Metropolitan Transportation District of Oregon (Tri-Met)
4012 SE 17th Street
Portland, Oregon 97202

John R, Post - Director of Planning-and Development (S03) 238-4003
G. B. Arrington - Project Development Planner and participant in TSAP (503) 238-4977

Philip Whitmore. - Manager of Joint Development (503) 238-5857

Lillian Hames Pomeroy - Manager, Capital Program Planning and Grants (503) 238-4923

Banfield Light Rail Project

Office of the Downtown Project Manager
65 SW Yamhill, Suite 200

Portland, Oregon 97204

Roger Shiels, AIA - Project Manager (503) 241-2959

Portland Development Commission
1120 SW Fifth Avenue
Portland, Oregon 97204

Christopher Kopca - Project Coordinator (503) 796-5327
Portland YMCA
Douglas H. Leeding - Project Manager for YMCA, Senio} Vice President of::

Pacific Western Bank
Mortgage Banking Group
10888 SE Main Street
P.0. Box 22352
Milwaukie, Oregon 97222
(503) 653-3386

Zimmer Gunsul Frasca - Architects and Planners
320 SW Oak, Suite 500
Portland, Oregon 97204

Gregory Baldwin, Associate Partner, .
(Partner-in-Charge for the Banfield LRT Project) (503) 224-3860

William Naito, Downtown businessman and property owner
Norcrest Chime Company

55 West Burnside

Portland, Oregon 97204

(503) 228-7404
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CASE STUDY
WASHINGTON METROPOLITAN AREA TRANSIT AUTHORITY

INTRODUCTION--THE ORGANIZATIONAL SETTING

Background
WMATA, the Washington Metropolitan Area Transit Authority, came

into being in 1966 through an interstate compact signed by Maryland and
Virginia and the District of Columbia, Conceived from the beginning as
a develﬁpment-shaping as well as a people-serving system, Washington's
“transit was an outgrowth of comprehensive planning for the National

Capital region going back to the late 1950s and early 1960s,

Looking toward the turn of the century, planners saw a metropolitan
area population growing from two million in 1960 to five, and the pros-
pect of major physical impact on the area's then-largely undeveloped
2,000 square miles. They concluded, on analysis of various alternatives
to continuous sprawl, that the most realistically achievable urban
settlement pattern --> and thus, their recommended policy framework --
would be one with Hashingfon at its hub and new growth concentrated
along radial corridors like spokes of a wheel. Wedges of agricultural
land, recreation facilities and low density residential uses would fan
out between the intensively developed corridors, exposing them to the
benefits of accessible open space and keeping the ‘region from being
blanketed by formless suburbs. Low density zoning, public .acquisition

of open space and preferential tax assessments for farmland were recom-
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mended means of maintaining the wedge pattern, A new rapid transit
system serving the radial corridors was to be a key component of the
regional infrastructure, intended both 'to encourage and to enable con-
centrated development in the cﬁrridor areas, with the highest densities

immediately surrounding the transit stations.

Much of Metro's development history js, thus, bound up with the
development and redevelopment of the jurisdictions it serves., Local
planning has been an integral part of WMATA's planning for route align-
ments, station locations and access. The degree to which Metro has been
a focus of state and local planning has, however, varied from one part

of the region to another,

In 1968 plans were approved for a 98-mile regional rapid rail
system with 86 stations. WMATA acquired the four private bus companies
operating in the metropolitan area in 1974 to achieve better coordina-
tion of rail and bus transit service. The Metrorail system, now planned
for 101 miles and_including other subsequent modifications, is currently

scheduled for completion by 1997.

WMATA's opérating deficits are allocated among the jurisdictions it
serves through a fonnuIa‘based on factors such as their respective
ridership, numbers of stations and populations. Local jurisdictions
fund their shares from a shifting combination of sources such as pro-
perty tax, state and/or Federal assistance and taxes on gasoline, util-

ities and general sales.
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Evolution of WMATA's Benefit Sharing Program

Early Experience. Construction of Metro began in downtown
Washington in the late 1960s, and trains began serving the first five
stations on the Red Line between the Farragut North and Rhode Island
Avenue stations in March, 1976. In-the early years, wheﬁ Metro and the
extent to which it could enhance accessibility oflits station areas was
still unproven, two highly successful projects helped set the tone for

what was to follow.

In 1975, WMATA advertised in The Hashingtpn Post, inviting bids for

development of air rights and a small amount of surplus land at the
Farragut North station, Oné of six developer groups responding, the
Miller Companies were awarded the contract to construct their Connec-
ticut Connection proposal, a 200,000 square foot office building with
ground floor shops and a two-story below-ground retail and eating
mall, "I saw that concept work in Toronto and Montreal," said Judith
Miller, president of the Connecticui Connection, "and I thought, 'Why
can't it be done here?' In Montreal, there's a whole city living and

breathing and eating underground. It's marvelous (1)."

Another joint development success was the system interface agreement
WMATA negotiated with one of the area’'s largest retailers, the Woodward
and Lothrop Department Store ("Woodies”), Woodies granted WMATA
easements at 50 per cent of market value, enabling.HMATA to utilize
surface and subsurface rights on Woodies' property in the center of the
downtoun retailing district. In exchange, Woodies received authori-

zation to build a direct pedestrian access between its flagship downtown
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store and the Metro Center station (a major transfer point between two
of the subway system's lines) as well as. a commercial mezzanine 1inking
the facilities. WMATA saved $250,000 in construction costs by sharing
with Woodies the cost of common structural elements for the Metro tunnel
and Woodies' commercial mezzanine. In 1977, Woodies undertook a $6
million renovation of its downtown store focused on the new underground
Het}o connection. Subsequent shopper surveys and sales figures testi-
fied to the wisdom of their decisfon. Within two years over one-fourth
of their customers were arriving by Metro, and sales in fhe renovated
areas had skyrocketed. Subsequently, Woodies officials have said their

sales increase every time a new section of Metro opens,

Reorganizing to Promote Benefit Sharing As construction progressed

;nd more stations became operational, the benefits of Metro access to
surrounding property and development became increasingly appa}ent.
Newspaper and magazine articles noted the escalating housing and office
space prites in the vicinity of Metro stations (1),(2). A Congressional
subcommittee study was undertaken in the fall of 1980 to evaluate some

of these effects, The study concluded that Metro and the local

. jurisdictions should take a more active role in recapturing some of the

benefits bestowed by Metro and use them to help fund the system (3).

In 1981, as part of a comprehensive reorganization, WMATA estab-
1ished a new Office of Planning and Development., The Development Branch
was charged with carrying out an ambitfous new Station Area Development -
Program designéd to promote and capture potential benefits flowing from

the transit system.
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In inftiating this new program, Géneral Manager Richard S. Page

outlined WMATA policy as follows:

1. It shall be the general policy of WMATA to promote, encourage,
and assist fn the creation of high-quality, more intensive
development at or near appropriate station areas.

2. It shall be the policy of WMATA to study the development poten-
tial which may exist at present or future station areas and to
prepare a development program. This program shall be expressed
in both an intermediate time frame, with a three to five year
work program, and in a longer range time frame, which will
identify actions and positions by the Authority to enhance or
protect the longer range development potential.

3. It shall be the policy of the Authority to advocate positions
before the public, local governmental entities, the development
community, and others which promote high-quality, more intensive
development at or near station areas (4).

The Station Area Development Program

The Station Area Development Program consists of three principal
elements: (1) joint development, (2) system interface, and (3) transit
zone development. WMATA defines joint development as development integ-
rated with transit which occurs on property owned or controlled by
WMATA. Until recently, such deve{opment has involved pr1ﬁar11y air
rights or small remainder parcels. System interface is defined as a
direct physical connection of transit to an individual property. :Joint

development projects generally include some system interface compon-

ent. Transit zone development refers to any development or substantial
rehabilitation within a 3,000 foot radius of a station entrance, other

than joint development or system interface projects.
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Since the 1981 reorganization, the Station Area Development Program:
has been administered by the Assistant General Manager of the Department
of Public Services of WMATA, who is also responsible for management,
planning, and implementation of the Station‘Area Development Program.

(Note: WMATA is currently undergoing a reorganization under which

_specific titles and responsibilities are being changed. The organiza-

tional arrangements described here and in the materials presented as

Exhibits were those in effect when most of the work detailed in the New

. Carrollton and Bethesda case descriptions was performed.) The Develop-

ment Branch staff in the Office of Planning and Development consists of
seven professionals--a Head, a Development Manager, a Senfor Development
Specialist, and four other Development Specialists--and one secretary.
Staff have expertise in real estate and development, planning, urban
design and finance, and have expgrience from both public and private
perspectives. Additional professional support is drawn as needed from
other WMATA departments such as Engineering and Architecture, General
Counsel, Contract Administration, Real Estate, and Construction, Con-

sultants are retained for special studies.

Included as ‘an Exhibit is a bar chart entitled “"Real Property
Utilization: Office Responsibility.® This chart shows how the Station
Area Development Program fits into the overall process of Metro property
acquisition and utilization. Then-General Manager Richard Page noted in
his initial memo creating the Development Branch, "This organizational
structure recognizes the close inherent relationship which exists be-

tween Metro system planning and land development functions (4).
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Development Branch personnel emphasize that, as the Real Property
Utilization Chart shows, lead responsibility shifts in the course of the
station planning and development process. Their involvement in the
early stages prior to acquisition is limited to monitoring the status of
the planning and acquisition process in each station area. Direct
Development Branch involvement and the Station Area Development Program

itsel f commence only once acquisition is complete.

WMATA currently adheres to a relatéve]y stringent interpretation’of
transit need for purposes of determining property acquisition. Joiﬁt
development considerations are-excluded from this decision-making pro-
cess, due to concern over potential legal challenges regarding excess
acquisition. -However, some within the agency have speculated that if
the burden of financing transit continues to shift to the local juris-
dictions, the timing and strategy of real estate acquisitions and their
joint development potential will play a larger role in the planning

process for future station areas.

Following property acquisition, the Development Branch reviews the
site. acquired and, in conjunction with other offices, defines the excess
property rights which-may exist. Once a joint development or system
interface opportunity is identified by the Station Area Development
Program, a specific set of procedures is followed, as outlined by the
General Manager when the program began in 1981, These procedures coor-
dinate each step with the relevant offices in WMATA and outside agen-
cies. A flow chart outlininglthis process for a joint deve]opment
project is included as an Exhibit. There are thirteen points at which a

project can be stopped if indications are negative.
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System interface projects go through a similar, but usually less
complex, set of steps. The Fiscal Year 1982 Work Program for 20 station
project areas, also included as an Exhibit, shows for each project the
steps expected to be completed during that year. Also displayed are the
anticipated number of work weeks for both the Development Branch and

support professionals on each of the project areas.

Evolution of System Interface Policy

In negotiating system interface projects (beginning with the down-
town Woodies/Metro Center) WMATA's orientation was toward the limited
objective of “cost recovery", i.e. recovering capital-and operating
costs incurred in creating the system interface, As the number of
requests for system interface grew, WMATA increasingly recognized the
importance of these.connections. Thus, in 1981, WMATA retained the
station architects, Harry-Weese and Associates, to study the system
interface potentia)l of existing and future stations throughout the Metro
system. Another consultant, Gladstone Associates, was separately com-
missioned to study the economic and financial aspects of system inter-

face.

These studies indicated there was -far more system interface poten-
tial in the Metro system than WMATA had ever foreseen. A total of 150
potential system interface projects were identified, with an added value
(estimated in 1982 dollars) of $60-75 million, The financial analysis
concluded WMATA could be shaning'to a greater extent in the financial
benefits createa by system interface, thereby generating substantial

revenues to offset operating costs.
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Based on these4conc1usfons, WMATA revised its policies to focus more
- specifically on system interface opportunities and adopted a .benefit-

sharing approach whereby WMATA negotiates to recover part of the
increase in real estate and related values resulting from the Metro
interface. WMATA has developed a sophisticated analytic technique -for
assessing the increment in value created by a system interface pro-
Ject. The Exhibits include a hypothetical exahp!e of this approach and
a summary of the development and ﬁegdtiation'process for a typical
system interface project. Also included is an example of the computer
analysis of the value of a given project with and without system inter-

face,

WMATA's Entrepreneurial Orientation

WMATA has had several years' experience with benefit sharing, invol-
ving both joint development and system interface. Their approaches have
evolved with new information and insights, changes in the private
development climate, and variations in political and institutional
context. WMATA's willingness to re-examine its procedures and policies
-- on impetus originating in many cases from the Development Branch --
may be more responsible than anything else for the success with benefit

sharing.

In many respects WMATA's Development Branch acts as any successful
entrepreneurial landowner or developer would. They constantly scan the
horizon for opportunities to maximize objectives and protect their

interests and seek creative approaches to solving problems that arise.
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Skill in devising ways to turn a mutual advantage for private sector,
transit agency and loca} government alike, has enabled WMATA to collab-

orate successfully in these complex development projects.

: Benefit-Sharing Cases

Much has .been written already about WMATA's successfully completed
Joint development and system interface projects. Projects are completed
or underway at eleven stations. Joint development and/or system
interface feasibility studies are currently in process for at least a
dozen additional station locations. These studies examine land use and
design issues, transportation and traffic .considerations, and financial,

fiscal, and market. factors.

Two cases of suburban station area development planning have been
selected for closer examination here. Both have received some attention
in the planning and transportation media recently. Project context,
scale, combination and role of actors -- especially local government --
are different from the cases previously well-documented. These cases
also present some interesting variations in the dynamics that lie behind

the flow charts and organizational relationship diagrams, illustrating

yet another dimension to the implementation of benefit sharing strategy.

1. New Carrollton Metro Station

WMATA has initially taken the lead in orchestrating a complex
series of actions designed to maximize development potential of
a large area of WMATA-owned land at this station in Prince

George's County, Maryland.
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2. Bethesda Metro Center

Local government has taken the lead in planning and negotiating
to maximize the public benefits of integrating development on
the private and publicly-owned properties in this transit sta-

tion area in Montgomery County, Maryland.

The suburban development context differs considerably between these
two cases. Located outside the city limits of Washington, 0. C.,
Bethesda has a development pattern typical of an older, more densely
settled suburb on an urban arterial road, with a strong retail and
office market, relatively frequent existing bus service, and limited
Metro-related parking. Development pressures and planning policy
together, have destined Bethesda for. transition f;om its moderate den-
sity, residential community-serving character to a major central busi-

ness district of regional stature,

New Carrollton's setting is historically rail, and more recently
road oriented. It is in an area of low to medium density industrial
and office development on the fringe of its own local planning district
as well the merging point of the fringes of three major urban centers to
which it is linked by Interstate highways and a major State route. As
New Carrollton is a terminal station for Metro, WMATA has devoted its
large landhoidings there to patron parking lots and a yard for railcar
service and storage. An Amtrak station and related parking facility
reirnforces the function of New Carrollton as a transportation inter-

change poinf. Important as this intermodal transportation function is,
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it is juxtaposed rather than integrated with land use and development
patterns in the surrounding area. A sizeable office park adjoins the
Metro stationiarea. 8egun in the 1970s,.it is a region-oriented, highly
auto-depe;dent development, planned with large surface parking lots to
accomﬁodate‘the employees drawn froﬁ'a broad hinterland. Historically
the right-of-way which Amtrak and Metro share has been a barrier separ-
ating the 1ndustrial off1ce land and New Carrollton station area from

the residential communities and their related commercial act1v1ties to

the west and north. o . 5

The roles of 1ecal governmeni and planning agencies have béen quite
d1fferent in New Carrollton and Bethesda. corresponding with the nature
and lmminence of development pressures, the 1ssues in the two cases and
with the'different public agendas and sty1es of their respective juris-
dictions. NMATA'{Vact%ohsi too, have been adapted to the specific com-

binations of circumstances.

BENEFIT SHARING STRATEGIES/PROQECTS -- NEW CARROLLTON METRO STATION AREA

Background

The New Carroilton ﬁetro Sfa;ion is located in Prince George's
tounty, Maryland, in the Ardmore Triangle, a wedge-shaped area of 160
acres bounded by 1-95 (cufrently a segment of the Capital Beltway), U.S.
Route 50 (John Hanson Highway, scheduled to be converted to Interstate
68), and the right-of-way shared by Metro and Amtrak rail lines. The
Ardmore Triangle is proximate to three important cities of the region:

Washington D.C. (10 miles to the south), Annapolis, the state capital,
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Figure 5 -

Annapoﬁs

REGIONAL LOCATION

NEW CARROLLTON METRO STATION

Source: Metro Station Development Plan -- New Carrollton, Prepared for

WMATA by Perkins & Will, Greenhorne & O'Mara, and Rivkin Associates,
1983.




(20 miles to the east), and Baltimore (30 miles to the north).

" New Carrollton is the terminal station on Metro's Orange line. In
operation since 1978, this was the first Metro line to reach the Belt-
way. As one of the few stations with a large parking facility, New
Carrollton has experienced steadily increasing patronage from a large

area beyond the Beltway, reaching as far as Annapolis.

The Ardmore Triangle enjoys unique multi-modal access -- Metrorail
rapid transit, Interstate highway and State road interchanges and inter-
city rail service as well, The Amtrak st;tion there is the only subur-
ban station on the Beltway in the entire metropolitan area. It affords
the Ardmore Triangle convenient access to the Baltimore-Washington
International Airport as well as linkage with the entire eastern sea-
board. Via Metrorail, the site has ready access to the entire Washing-

ton, D. C., metropolitan area, including National Airport.

Planning and Development History

Because of access advantages, substantial development potentialtof
the New Carrollton station area is anticipated by both WMATA and Prince
Georée‘s County. HﬁATA, in particular, has been eager to maximize
development on" its land, which)is one of largest properties they own
that could accommodate joint development. WMATA owns virtually all the
land immediately south of the Metro/Amtrak station, a total of more than
26.5 acres, Existing improvements consist of the station itself, bus
bays, a "kiss-and-ride" area, and three large parking lots. In

éddition, to the east is a storage and inspection yard for Metrorail
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cars covering still more acreage. WMATA owns land north of the-tracks

as well, including a "kiss-and-ride” area and a parking lot.

Beginning in -the early 1970s, when the station was approved, a
series of impact, planning, access, and market studies have been per-
formed for this area. The County's haster plan called for industrial
park and office development in the Ardmore Triangle. The office
development has occurred at such scale and rapidity, however, that it
has outpaced the capac%ty of the sukrounding road system., As of 1983,
over 800,000 square feet of office space had been developed in “Met;o.
East", a privétely developed office park south of WMATA's station
property. An additional 300,000 square feeg of office space is planned,

plus a 310-room hotel and 60,000 square feet of retail space.

The Ardmore Triangle's multiple access and attractive market char-
acteristics are also responsible for its chief development con-
straints. Despite the addition of two lanes on Route 50 in time for the
Metro opening in 1978, traffic in the area has been routinely snarled.
Getting traffic generated by Metro, Amtrak and the‘%ffice park in and
out of the Triangle, and -providing adeqdate‘circu]ation and.parking for

them once they are inside, are widely recognized as the major hurdies

_which must be overcome if further development is to occur in the area.
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FIGURE 6

ARPMORE TRIANGLE AND NEW CARROLLTON METRO STATION SITE

o 3 UIY v v oy
o \/3" TR (AN

e n\'"q\' T2 LR Y VAL i G G c§fy o7 T eY et 0 _
weN\emmen N U 3G S L ST e % ;
I ool °(‘°cc<°°v--n\‘{|-°‘ \FOR Nz oo :’: of e .a"‘% P a-eanaa,,n,)
SR ascag, eiis al\g 3 A e ol ere%. g0

- <. Sile o\\D o ie 9fe* - o

o

H
s \u 3
\‘l"\"’)“-a' °",. ie 48
e T

Existing Amtrak Station

0 300 1000 1500
- - )

Greenhorne & O'Mara,

@ Source: Metro Station Development Plan -- New Carrxolltopn, Prepared for WMATA by Perkins & Will,
and Rivkin Associates, 1983.

9Ll



FIGURE 7
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Description of Benefit Sharing Strategies

Benefit sharing strategies used by WMATA in New Carrollton have
focused on the ongoing planning and interagency coordination necessary

to lay the groundwork for future development of WMATA's property.

Consistent throughout have been WMATA's efforts to protect its inter-
ests: primarily those of serving transit patrons and maximizing their
numbers, but also those of preserving options for future development of
WMATA land, and ensuring the necessary infrastructure will be in place
to support such development. when the market is ripe. Three specific

examples of these efforts are summarized and further analyzed below. .

Amtrak Parking Garage. For a number of years the Federal Railroad

Administration (FRA) had operated an Amtrak station at the New Carroll-
ton site at a location some distance from, and quite inconvenient to,
the Metro station. In 1980, as part of an overall upgrading of facil-
ities in the Northeast Corridor, FRA planned construction.of a permanent
station on the north side of the tracks across from, and connected by
underground passageway to, the Metro -station, as recommendgd in the
County's master plan. FRA made constructioq of the new station contin-
gent on assurance that parking would be available for 600 cars within
1,000 feet of the station site. Because parking was deemed a "nonessen-
tial" facility, FRA agreed to pay only half its‘developmeﬁt cost.

Prince George's County was responsible for paying the ofher half,
Strapped for funds, the County made several unsuccessful attempts -to
procure supplemental public funding for the parking’facility and final-

1y turned to WMATA for assistance,

C-157

WMATA's Board of Directors did not consider. provision of Amtrak
parking an appropriate role for WMATA. However, the planning staff felt
it was worth exploring whether it would be possible.to provide the
Amtrak parking as a component of private development on the WMATA
property. A consultant was retained to-undertake a joint development
feasibility study for the WMATA sfte. As part of this study alternative

funding arrangements for the Amtrak parking garage were investigated.

The feasibility study found'thefe was substantial development
potential on the WMATA site -- as much as one million square feet of
office space plus a hotel. Achievement of the site's fullest develop-
ment potential was determined to be contingent upon three key actions:

(1) increasing the limited capacity of the transportation system, (2)

rezoning to permit greater development density, and (3) reducing parking

requirements.

The consultants also concluded that, given current-market condi-
tions, any effort to supply Amtrak parking as part of a joint develop-
ment without substantial public financial assistance would be only
marginally feasible. Further negotiatfons among the County, FRA, and
WMATA led to a Cooperative Agreement between Prince George's County and
WMATA to e&able the County to lease two.acres of WMATA-owned land for
the garage. (A copy of the Cooperative Agreement is included as an
Exhibit.) The subsequent lease agreement was for a lump sum payment of
$500,000 for a renewable term of 50 years, FRA will pay half this
ground rent amount plus half the construction cost of the garage.
Prince George's County will fund its portion of the construction costs

through tax increment financing.
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Master Planning of the Site. Armed with the {nsights obtained in

the joint -development feasibility study, WMATA began to focus on a
number of important decisions being made with respect to the Ardmore
Triangle which would have impact on both- future Metro ridership and the
development potential of their land. These decfsfons included leasing
of WMATA land for construction of the Amtrak garage; provision of park-
ing for Métro and other uses in the Triangle; and a variety of access A
1ﬁprovements. including the State Highway Administration's plans to re-
configure Route 50 as an Interstate highway, possibly yith flyover ramps
into the Ardmore Triangle. It became evident that WMATA needed to
represent and protect its interests in these decision-making proces-
ses. Invaddition, WMATA was aware that it would become necessary at
some point ‘to seek a rezoning for its property at New Carrollton; but
in-order to represent its interests effectively in this process and also
to engage the support of County planning staff and policy-makers, WMATA
needed to project a clear image of its development objectives and con-
cepts. It was evident to all concerned that the various circulation and
parking demands in the vicinity of the Metro station needed careful
planning. WMATA and Prince George's County agreed that, to enhance
marketabi]ity of the New Carrollton area, the Metro development should
capitalize on the opportunity to convey a "sense of place”, a true land-

mark, 'to an area sorely lacking a definable image.

Thus WMATA retained a consulting team to -prepare a master plan for
the WMATA site., County planners also saw the usefulness of such a.plan
for their own work in the area. Indeed, WMATA's completion of a master
plan had been specifically included as an element in the Cooperative

Agreement between the County and WMATA.

C-159

The master plan which resulted calls- for a mixed-use development

- with a first phase project consisting of a dramatically curved 350-room

hotel, a 24:story office building of 300,000 square feet, and 45,000
square feet of retail spacé oriented toward transit and rail riders,
hotel workers and patrons, and Metro East office employees and visi-
tors. The Metro/Amtrak stations would be linked to the multi-use
project wfth a 200-foot high interior atrium containing two levels of
retail and commercial facilities. Outdoor plazas and recreational
facilities on garage rooftops are additional components of the plan.

WMATA intends that the development be a "signature" for the entire area.

Coordination of the feeder bus and commuter access with other vehi-

cular and pedestrian circu]atioﬁ systems for each of the existing and

.proposed uses on the site-(including hotel, office, rail, and Metro)'is

carefully addressed in the plan. Accomm&datidn of parking for all uses,
a particuiarly thorny problem, is also resolved. Initially, a second
fivé-story garage is planned for the hotel/office complex. WMATA will
use excess capacity in the Amtrak.garage and will build two-additional
levels onto the Amtrak parking garage. A clause in the land lease
required that the Amtrak garage be.built with the capacity to support
additional floors, in the event of future need. In the second phase of
development, when Amtrak parking needs are expected to absorb the entire
garage,‘an'additiona1 parking garage would be built to accommodate
Metro's needs and those of an additiona1‘480,000 square feet of office

space.
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Influencing the Requlatory Context. As part of the Cooperative

Agreement between the County and WMATA, the Office of the County Execu-
tive and County's Department of Program Planning and Economic Develop-
ment agreed to "recommend and support the rezoning of WMATA's site in
order to permit high-quality joint development’of the site," a1thougﬁ it
was expressly recognized that the final decision’regarding use of the
subject site rests by law with the County Councfl. In a&dition, the
tooperative Agreement calls for the County' to examine the ratios of

parking spaces required under the zoning reguiations with a view to

reducing parking requirements in Metro station areas.

In an effort to promote high-quality development in this and other
Metro station areas where substantial mixed use development is appro-
priate, and to provide fhe flexibility necessary for succegsful joint
development, Prince George's County recently developed a new Transit
District Overlay (TDO) zone. This’new zone is responsive in part to
provisions of the Cooperative Agreement. Normal parking requirements
are suspended for development under the-TDO zone, Instead, a method-
ology for determining the necessary number of spaces for the development
is to be established as’part of a Transit District DeVe1opment Plan,
This methodology is to include provision for reduced parking due to

availabi]ity of mass tFansit and car or van pool programs.

Next Steps
The New Carrollton Metro Station Development Plan has already begun
serving part of its original purpose as an organizing principle for

public sector action in the station vicinity. It remains to be seen if
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the plan, in combination with the: public sector investments in the site
and the incentives provided through increased flexibility of develop-
ment, can generate the kind of private sector interest necessary to

bring about the fulfillment of the site's fullest potential.

Recommendations contained "in the New Carrollton Metro Station

Development Plan form an outline of the next steps WMATA will pursue:

WMATA will seek endorsement by Prince George's County of a Metro
Station Development Plan for New Carrollton.

WMATA will continue to seek implementation of the plan, in con-
junction with Prince George's County and the Maryland-National
Capital Park and Planning Commissfon (the planning agency for Prince
George's County), including rezoning of the site to permit develop-
ment of the type and density called for in the plan. (The site is
currently zoned for industrial park use, permitting low-to-moderate
density office buildings. Development in accordance with WMATA's
master plan would require rezoning to a more flexible zone, despite
the TDO overlay zone provisions.)

WMATA will solicit interest in the dévelopment from the private

development community through preparation and .issuance of a Prospec-
tus for development of the first phase of the project.

Elements of Sucesss or Fajlure

Interagency Coordination and Funding. WMATA played an important

role as development facilitator and interagency coordinator for the
Amtrak parking garage: When construction of the  permanent Amtrak
station was in jeopardy due to Prince George's County's inability to
come up with funds for their half of the.Amtrak parking garage construc-

tion, WMATA stepped in with expertise to analyze alternative solu-
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tions. Then Tater WMATA served as coordinator and negotiator in

implementing the selected course of action.

WMATA viewed the construction of the permanent Amtrak station with
i;s directAEonnection to the Metro station as critical for increasing
ridership at the New Carrollton station and maximizing the developﬁent
potential of WMATA's surrounding land. To help find a way of supp]ying
the parking necessary, WMATA retainéd a consultant team to conduct a
joint development feasibility study for the Metro station site. As part
of this study, the County's, ;RA'S, and WMATA's development objectives
were clarified, and alternative arrangements for funding the Amtrak
parking garage were investigated. These products of the study served as

the basis for the negotiations which followed,

Althéugh the consultant concluded it would not be feasible to
expect a private sector developer to provide the Amtrak parking facility
in context of a joinf develbpment project in the short run, Prince
George's County did try to pursue this avenue. They obtained one pro-
posal which, on evaluation by WMATA and the County, proved to have
insurmountable 1imitations. WMATA's input contributed to the County's
decision to seek alternative funding sources. The County decided to use
tax increment finance bonds, permitted under recently enacted State

enabling legislation, to raise the necessary funds for the garage.

WMATA's negotiations and discussions with the County and FRA led to
the Cooperative Agréement between Prince George's County and WMATA,
enabling the County to lease WMATA land for the parking garage. In

return, WMATA obtained the County's agreement to cooperate in WMATA's
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efforts to develop its own site. In addition, Metro may supply its
needs for additiqna] parking by using excess capacity in the'parking
garage for Metré parkiﬁg; and by building two additional floors on the
garage for transit-patron parkiﬁg. The COunty'implemented the State's
first-ever tax increment finance district in the New Carrollton area.
Thé approach'has worked Qe]]} and the County has subsequently used TIF

in many other areas.

WMATA's joint development feasibility study also identified major
traffic constraints on further &evelopment in the Ardmore Triangle.
Pursuant to the Cooperative Agreement, WMATA and Prince George's‘County
worked together to obtain highway improvements fﬁr the area; Subse-
quently, the State Highway Administration agreed to accelerate pro-
grammed access improvements in the area. A total of $100 mil]ioq in
state and local highway improvements will be fn place by the end of the
decade, inciuding two flyover ramp§ providing access from the upgraded’

Annapolis highway (1-68) directly into the Triangle,

Partly as an outgrowth of the attention WMATA's feasibility study
focused on the access and parking constraints at New Carrollton, the
Maryland-National Capital Park and Pfanning Commission for Prince
George's County initfated a Transportation Systgm Management (TSM) study
to explore opportunities for reducing congestion through inte;section
improvements, traffic signal synchronization, improved bus service,
ridesharing, and parking reductiohs; During the course of,tﬁe subse-
duent master planning effort, WMATA's traffic consultant worked ciosely

with the County's TSM consultant to explore a range of short,
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intermediate, and long term options including new design ideas for
achieving more efficient access/egress for the Ardmore Triangle as a

whole,

Urban Design/Planning The joint development feasibility study ma@e

it clear that while there was substantial development potential-‘it the
New Carrol]toq Metro station site, that market could not be captured
without substantial improvements in the access, parking, and zoning
context of theiarea. Moreover, as nofgd earlier, many decisions were
being made regarding access and development in the Triangle area.
Although some in the agency felt it was premature in view of m;réet
conditions in the area, sgaff in WMATA's Development Branch were
convinced that a master plan for the site was the only way to ensure
County decision-makers would have a clear image of WMATA's development
in their minds as they took critical actions that would determine the
scale of development and services in the area that could be achieved in
the future. The master plén also serves'NMATA as a guide for its own

activities in representing its interests to ensure that necessary

improvements will be properly sequenced and in place when needed.

The master plan was pfimari]y inten&ed to serve as a tool for
managing WMATA's resources as well as for identifyihg, coordinating, and
promotiﬁg the public and privaté actions necessary to achieve, the site's
deQelopment potential. [Indeed, it has thus far served these functio#s
well, forming the basis upon which final highway access improvements for
the Triangle were designed aﬁd upon which further planning by the County

in the New Carrollton area is proceeding. The value of the master plan
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for New Carrollton in "leading" development, a function WMATA is hoping
it will aiso perform, remains to be seen, and will in any event remain

dependent hpon‘market conditions,

The value of HﬂATA's policy bf planning to preserve futdre‘options
is demon;trated in another respect on WMATA's site. One of the addi-
tionél parking jarages to-be built at a-1aper phase of WMATA's joint
development is planned as an air rights structure over the WMATA serQice
and iﬁspection yard, Construction of this garage in the air rights was
made possibi? by the fact that spacing of the car storage tracks was
designed to permit subsequent placement of building support columns

between the tracks.

Legal/Institutional. The Cooperative Agreement proved to be a

useful instrument in New Carrollton for articulating intér-agency rela-
tionships and resﬁonsibilities in a complex institutional setting. In
sbme respects the C&operafive Agreement used here was as muéh an expres-
sion of good faith and an acknoﬁ]edgement of common interests as a
spe]ling-out of specifi;}responsibilities anq commitments to action. It
waé, nevertheless, an impbrtqnt first step in the process of inter-

agency coordination,

In disposing of land, WMATA generally prefers leasing to sales in
fee simple. WMATA's policy is to obtain wherevgr possible annuitized
lease payments, rather than lump sums. For the Amtrak parking garage
site, such an annuitized payment was also preferred by Prince George's
County. However, administrative difficulties in working out such an

approach with respect to FRA's half of the ground’rent resulted in
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agreement on a lump sum payment of $500,000 for a 50 year renewable

Tease.

The flexibility with which WMATA's site can be deve!ope& will be
substantially increased with fifaI adoption of Prince George's County's
new Transit District pver1ay zone.(‘However, since this is an overlay
zone, it will still be necessary for WMATA to obtain a re;oning'of its
site to permit the type of mixed use development envisioned by thé‘
master plan, As part of the Coopérative Aéreement. WMATA obtained the
agreement in principle of both the Office of ‘the County Executive and
the County's Department of Program. Planning and Economic Development to
vrecommend and support the rezoning of WMATA's site in order to permit
high-quality joint development of the site.” While it was recognized
that the fina) decision rests with the County Council, WMATA has worked
closely with local government .officials in developing its master plan
and is optimistic the rezoning and other necessary development per-

missions will be granted.

Costs and Benefits to Various Participants. WMATA's funding of the

joint development feasibility study was aimed, in part, at resolving the
Amtrak parking garage issues. Its role in the subsequent negotiations
among the parties had the benefit of preserving WMATA's own ridership
and development interests as well as benefiting both the County and

FRA. WMATA's efforts facilitated resolution of issues between the
County and FRA, opening the way to construction of the parking garage,

and thus the permanent Amtrak station as well. In return, WMATA
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obtained the increased ridership resulting from the direct connection
between the new Amtrak station and the New Carrollton Metro station, and
the increased attractiveness of its site for office and hotel develop-

ment.

Through its master plan, WMATA created an instrument useful not
only for identifying and coordinating the various actions necessary to

achieve the site's development potential, but also one useful in pro-

moting the site and its requirements before both the public and private

sectors. The master plan has enabled WMATA to better define its own
interests and thus become a more effective advocate for those

intefests. It has also served as an impetus to County planning efforts
in the New Carro11ton4area, and to County efforts to provide the types
of flexible development control too]s'necesséry to implement these
plans, including new zoning and parking provisions. These new tools
will in turn make achievement of the full development potential of
WMATA's land more feasible, and together with the master plan hopefully
will stimulate the interest of the private development community in the
joint development potential, as well as encouraging development of other
parcels within the statfon vicinity -- all of which will contribute to
increased Metro ridership, as well as increasing the tax base of the
County. In recognftion of the need for a comprehensive approach to
planning and implementing transit-related development, Prince George's
County is creating a “Transit Development Team" within the Planning
Department, comprised of urban designers, traffic engineers, economists,
and planners. This team will be responsible for implementing the 700

zone and other transit-related actions.
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By working cooperatively with Prince George's County to lobby
before the State Highway Administration for accelerated access improve-
ments to the Ardmore Triangle to benefit Metro, WMATA impFoveJ access
not only to Metro but to its potential development as well. Other
beneficiaries included the County, FRA, apd the private office develop-
ment in Metro East, by vjrtue of the iécréased ease of access to all
deve]opmentvwithin the Afamore Triangle. further,’since additional
access and other types of amenities and improvements within the New
Carr911ton area can be funded through the County's Tax Increment Finan-
cing program now in place there, all those living or working in;the
vicinity stand to benefit from the successful resolution of the develop-
ment constraints within the area and the achievement of the area's

fullest potential.

The biggest benefits of WMATA's and other agencies' efforts at New
Carrollton must await construction of the development itself, the first
phase of which is not projected to be completed until at least 1990.
According to WMATA's analyses, the extended effort and substantial
expense necessary to bring the project to fruition should have a signi-

ficant payoff -- to both WMATA and Prince George's County.

In an "illustrative” cost/benefit analysis ﬁade for the New Car-
follton joint developmen;Aproject 5n 1981, WMATA staff estimated ihe New
Carrollton project would generate net beﬁefits to WMATA of SZS millidn
over 50 years, and net benefits to Prince George's County of $48 million
over 50 years. The ratio of bgnefigs to costs for WMATA is 3.2f to 1;

for Prince George's County the ratio is 33.37 to 1. A copy of the
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format used by WMATA for this cost-benefit analysis and a summary of

their technique for analysis of the benefit stream is included as an

Exhibit,

In evaluating the cost-benefit approdch to analysis of joint devel-
opment projects, NMATA recommended that the techniques be further
refined. ‘The authority noted that not a11'sign1ficant benefits were
included in the analysis and others were underestimated, ODespite
WMATA's limitations in applying the technique at the time, the general

approach proved quite useful for evaluating potential development pro-

jects gnd, particularly, for evaluating prospects at alternative station

areas to determine the most produétive use of limited resources. How-
ever, it was emphasized that cost-benefit analysis should not be used

exclusfvely in such evaluations. "There are other important considera-

tions both to WMATA and to local jurisdictions (5)." As noted elsewhere

in the report, not least of these are the nonquantifiable benefits which

flow from a well-planned environment.

BENEFIT-SHARING PROJECTS - BETHESDA METRO CENTER

Bethesda Metro cénterfis a joint development/system interface
project 1ikeiy to béhstudied for years as a "textbook" case of "
integrated transit and comnunfty planning. Opened on August 25, 1984
with the inauguration of Metrorail Red Line service, Bethesda's station
area deve]opment ﬁas been calqu the "crown jewel” of tbe Mpntgomery
County, Maryland's Metro systep by that jurisdic;ipn‘s planners,
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FIGURE 8
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Components of the $160 million project on WMATA's 156,000 square
foot site include a 17-story office building (enclosing 268,000 square
feet of leasable office space), a 12-story luxury class-hotel (with 355
rooms), 1,400 parking spaces in a four-level underground garage, an
underground Metrobus ahd auto pickup/dropoff ("kiss and ride") level
with 10 bus bays and 32 parkfng spaces and, at grade level --
integrating all this and linking it with two adjoining developments -- a
landscaped plaza-deck with a depressed multi-use area in ‘the center
designed for communit} activities, winter ice skating and outdoor

performing arts.

The two new buildings sharing Metro Center's six-acre superblock
{on land not owned by WMATA) will have over half a million square feet
of office space and 109,000 square feet of commercial space, One of
these buildings will have shops below grade with direct access onto the
north side of the underground bus area, Both will have access onto the
plaza at street level. Another access point at the east side of the bus
level will permit pedestrians to pass through a tunnel below Wisconsin
Avenue, the arterial road that abuts Metro Center, and exit to the
street through yet another new office-retail development of almost
170,000 square feet. The tunnel will be built and maintained by the
County through an arrangement with the State for subsurface rights un&er

Wisconsin Avenue.

Under lease agreement with WMATA, the joint developer of WMATA's
land will pay annual rent of $251,000 until the end of 1985, when the

hotel and office building are expected to be occupied and generating
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revenue, At that time yearly ground rent will be $1.6 million. After
April 1987, this rental will become a minimum guaranteed level to which
will be added a perceniage of the project's gross income over a base
amount. The developer is responsible for building the underground bus
bays and kiss and ride parking spaces, the portion of the plaza that
decks over WMATA's property aﬁd thé vertical circulation facilities
between the two levels, They have also designed the tunnel which wf]l

1ink Metro Center with the east side of the main artery., Developers

adjoining Metro Center to the north and south are committed to extending’

the plaza platform, making a seamless connection between WMATA's

property line and the entrances of their respective buildings.

By having the tunnel between the Metro station mezzanine and the
east side of Wisconsin Avenue exit in the below-grade level courtyard of
a private development, WMATA has saved the cost of building and main-
taining the additional vertical circulation element. Without this
arrangement, WMATA would have had to build a second Metro portal and
tunnel connection, for, according to County planners, the anticipated
volume of Metro-generated pedestrian traffic across Wisconsin Avenue
could be accommodated only by altering the signalization at the
Wisconsin Avenue intersection with another heavily-traveled state route,
01d Georgetown Road/East-West Highway. This would reduce the inter-
section capacity below already-critical levels, seriously disrupting the

flow of vehicular traffic on both major arteries.

So far as Montgomery County is concerned, the benefits of Metro in

Bethesda go well beyond the Metro Center project. Metrorail transit
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improvements engb]e additional concentration of apartment residences and
office employment in the Bethesda CBD while controlling adverse effects
on surrounding residential neighborhoods at acceptable levels, The 1976
Sector Plan for the Bethesda Central Business District says, "the County
‘can 'begin to reverse the historic dependence on automotjve commuting.
The net effect for the County will be a reduction in vehicle miles of

travel, energy consumption, and degradation of air quality.'"

Bethesda's Metro Center is a key element and a focal point of the
general intensification of development now under way in the forty-odd
contiguous blocks that comprise this once-rural crossroads, now-suburban
commercial center in transition, Iq this quarter-square mile area, a
little over a mile northwest of the Maryland-District of Columbia
boundary, almost 3.2 million square feet of new office, retail and
residential space has been approved for construction by the winter of

1986-87.

Chronology

The potential for transit station area development was a product of
planners' vision twenty-five years ago. Its realization today is the
result of at least a dozen years of concerted effort and interaction
among Montgomery County agencies and Council, the private sector
{including citizens of the Bethesda community as well as developer-
builders) and WMATA. It is doubtful that development of this scale
could have come about without reflecting the mutual interests of all

these actors. Though each of these actors has moved forward into the
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spotlight at various times over the years, local government has been the
crucial source of leadership and continuity through all the turns this

project has taken.

Montgomery County, like all the other Washington area jurisdic-
tions, had been involved in the initial studies of alternate rapid
transit alignments and station locations and in review of the prelim-
inary plans for Metrorail submitted to President Kennedy in 1962 by the
National Capital Transportation Agency, WMATA's predecessor. From those
early days, planning for Metro and for the two urbanizing Maryland
counties (Montgomery and Prince George's) that adjoin the District of
Columbia, proceeded in parallel, each incorporating key recommendations

of the other.

WMATA sought to locate its stations where local plans called for
concentrations of employment and higher density residential develop-
ment. The Maryland-National Capital Park and Planning Commission
(MNCPPC), the state's bi-county planning agency for Montgomery and
Prince George's, produced "On Wedges and Corridors", a general plan for
the 900 square miles under their purview. This plan treated Metro as an
integral functional element of the regional infrastructure. In fact, a
central objective described in the plan was to organize urban
development for "easy and economic access" by public services, among
which transportation was cited as the most important. This plan was

adopted by the MNCPPC in 1964 and by Montgomery County Council in

1969, (Prince George's County never did adopt the Wedges and Corridors

Plan, preferring instead to pursue a course of individual area master
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planning and policies consistent with a dispersed pattern of

development.)

Metro planning, meanwhile, was apprbaching in 1969-71 a critical
point of convergence with planning and.policy developments in Montgomery
County. During this period the planning function was restructured.
MNCPPC planning staff were shifted from bi-county planning functions to
ipcrease the complement of personnel assigned to work for each of the
two separate counties and accountability of the appointed Planning
Boards to the legislative bodies of their respective jurisdictions was

strengthened,

As the environmental, consumer protection, growth management and
citizen participation movements came into full flower, MNCPPC scheduled
a series of public forums on the direction of local development policy
i; Montgomery County. An airing of opinion over how this community of
half a million people was going to accommodate an additional 400,000
predicted'by 1990 resulted in reaffirmation of the basic ideas of the
géneral plan, Public support was conso]fdated behind the impending
rapid transit system and its anticipated'r61e in relieving traffic con-
" gestion. At the same time, it became very clear that citizen groups
tﬁrodghout the County were demanding a great deal more accodntabi11ty on
the part of their locai government for-deve1opment in accordance with
the plaﬁ{ tﬁe} were accept{ﬁg, and for control of adverse imp;cts on

their neighborhoods.

This was the background against which the County approved Metro's
routes and station locations in 1969-70. The master plan for the broad
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Bethesda-Chevy Chase area (begun in 1967 by consultants very familiar
with WMATA's route alignment planning) was approved by the Planning
Board and adoptéd by County Council in 1970-71. "These actions opened a

new phase of planning dominated by issues of implementation,

Growth Pressures and Community Reaction. Pressures were steadily

fncreasing for rezbning of properties in and around Bethesda, (as
indeed, they were in all the County's buginess districts and other
growth areas to be served by Metro). A 1967 market study comwissioned
by the MNCPPC estimated Betheida‘would absorb about 2.3 millfon square
feet of office space'by 1990, over 1,000 hotel rooms, 1.4 miliion square
feet of retail space and 3,400 dwelling units in multifamily build-
ings. Office construction in tﬁe Bethesda-Chevy Chase area as a whole
was averaging 350,q00 square feet a year and some ana{ysts expected the

pace to pick up by as much as 15 per cent through the mid-1980s.

The master plan for Bethesda and Chevy Chase included recommenda-
tions for Metro station site planning and access- roads and for reducing
the size of the Bethesda CBD. It did not, however, propose land use and
zoning.changes for the area within the CBD boundary. In accordance with
citizen demands, a great deal of attentién was given to transitions and
buffers at the edges of the business district to protect the surrounding
residential neighborhoods from encroachment of commercial deveImeent,
increased traffic and other changes the cpmnunity opposed. The atmos-
phere was high1y charged. Distrust of gerrnment ran strong. The
citizens were articulate, well-informed and ready to 1itigate over

points of frustration,
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County government took very seriously the need to resolve some
potentially conflicting objectives, i.e. how to accommodate the growth
and development needed to sustain the local economic base and to guide
the transjtion from a fairly lTow density pattern of commercial activi-
ties to a ﬁuch h&ﬁé intensive one without disruption to ongoing busi-
ness, and without sacrificing the comnunityA11festy1e that adjoining
neighborhood; were determined to preserve;A To address these issues, the
Counc}l appointed a "Blue Ribbon" Citizens' Advisory Committee repre-
senting interest of the developer commuhity and civic associations
countywide. Their charge was to focus on zoning techniques that would"
provide incentive for CBD and trénsit station area deve]opméﬁt of a
nature and qualify compatible with County plans, in the plaées -- and

only in the places -- those -plans directed.

The Question of Assembling the Station Area Site, wngrA's station
area planning schedule presented the County with yet another challenge,
and quite a pressing one, given the target date of Winter 1977 for

beginning Metrorafl service at Bethesda.

When general plans for the Bethesda station area were presented at
public hearing in 1971, Montgomery County economic development staff
indicated the County's desire to have more land acquired than WMATA
needed for the proposed Metro station area facilities, They envisiongd
a "transit development area" totalling a little over eight acres,
excluding area in streets, on both sides of Wisconsin Avenue south of
the intersection with 01d Georgetown Roa&/East-west Highway. WMATA's
position was that its development interests were restricted to subway-

building. Any joint development to be undertaken would have to be
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initiated and finanged by private enterprise or other public agencies.
Metro required apout three acres for its bus waiting area, circulation
and 38kkiss and ridg parking spaces. If Montgomery County wanted joint
development and was willing to assemble the land, Metro would ‘lease from
the County the ground and subsurface rights it needed for transfit-
related purposes., Otherwise WMATA would take the vaIuable property it
wanted and build its Metro facilities right in the core of the Bethesda

CBD at grade or below grade and exposed.v

" About two-thirds of the County-designated "transit development area"
was developed in a wide variety of low and medium intensity uses and
about one-third was in public and private parking lots, The land
selected by WMATA for its facilitfies and the block immediately to the
south, which would logically be part of an integrated development,
amounted to somewhat over five and a half acres, about 15 per cent of it
owned by the County. The remainder was comprised of 23 parcels,
averaging around 6,500 square feet in size, and held by 18 different
private parties. East s{de of Wisconsin Avenue, the Couhty owned about
a third of the two to three acres slated for transit development area,
The rest was comprised of ten parcels averagiﬁg 8,300 squafe feet that

belonged to five separate private owners,

Newer muItifamily residential construction extended to the east,
fronting on East-West Highwéy. Most of the newer office buildings in
the Bethesda CBD had been built to the south and east of the station
site, amidst a mixture of low density commercial and industrial uses.
To the north across 01d Georgetown Road, extended a low to medium

density commercial district, and to the west and northwest lay a resi-
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dential area of substantial single family homes. This neighborhood was
-the source of the most strenuous resistance to CBD redevelopment. Resi-
dents have since been among the most active participants in the planning

and zohing process and most strinéent monitors of plan implementation,

Zoning of the “granslt development area® land was C2, the most
permissive commercial category in effect at the time. Theoretically,
the maximum FAR under this zone (i.e. floor area ratfo, the ratio of
square feet of space within the building to site area) was 14. 1In
actuality, by the time parking and other requirements were met, the
effective ceiling was an FAR between'S and 6. On the basis of location
within a CBD, thfs area could qualify for density bonuses offered under
the C2 zone; but eligibility for the optional method of development
required a minimum site size considerably larger than any assemblage
then in evidence and, in addition, the submission of detailed site plans

for approval by the Planning Board,

In combination with the risks inherent in the zoning issues, parking
requirements, traffic constraints and political climate of the Bethesda
community, assembling a parcel of substantial size out of the fragmented
and diverse pattern of land ownership around the transit station loomed

.as a very difficult and costly business for any private deveToper.
Recognizing that this situation would 1ikely be a critical deterrent to
achieving an integrated transit area development scheme, the County

turned to explore alternative approaches.

One avenue involved the County Revenue Authority, an agency

empowered to exercise eminent domain in acquiring land for projects
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authorized by County Council "to improve economfc good or general
welfare” of the County. The Revenue Authority had more than a dozen
years' experience in building and operating revenue-earning facilities
such as the local airpark, golf course, parking garages, housing for the
elderly, etc. and had access to the favorable terms of revenue bond

financing., Preliminary amalysis persuaded the Authority of the feas-

ibility of a mixed—use projéct in Bethesda on ten acres including air

rights over the Metro station. Their scheme called for a $90 million
investment in 600,000 square féet each ‘office and retail space plus
1,800 apartments, all housed in seven, 25-30 story towers. They pro-
posed to develop and manage the complex through contract with a private
operation, and to arrange for Metro access through leasing or de&ication
of ground rights, The‘Revenue Authority proceeded to organize a tenta-
tive consortium of small property owners in the vicinity of the Metro
station site for the purpose of assembling enough land to support
development of this large scale, and they asked County Council for a
$50,000 appropriation to do detailed planning and feasibility studies
during 1972.

Although the government was in favor of budgeting funds to pursue
further study, there were considerable reservations about the Revenue
Authority's proposal, It involved densities that would almost certainly
mean radical road improvements as well as severe citizen opposition.
There were also questions about whether the Authority could own commer-
cial property and whether it was, afte?'all. an appropriate instrumen-

tality for this kind of development.

The "Blue Ribbon" Committee report was completed in February 1972,
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Among its recommendations was that the County create public development
corporations or "special development districts” to acquire, replan and
dispose‘of land in the CBDs, to enter into joint development with pri-'
vate enterprise and generally to oversee CBD development. The idea was
that these corporations would retain ownership of public areas but not
the office or apartment buiidings that would be built. County Council
endorsed this scheme and the Moﬁtgoﬁery County Delegation to the Mary-
land General Assembly set into motion the process for securing the
requisite State enabling legislation. The County Executive engaged the
services of a market consultant to examine the potential for various
land uses and to work out design concepts that could help the County
determine exactly which properties would have to be involved if an

integrated Metro Center development were to be realized.

The General Assembly needed a constitutional amendment empowering it
to enact specific enab11ng’1eg1§lation for Montgomery County to create
the CBD development corporations, Since a constitutional amendment had
to be approved through statewide referendum, a bill was submitted’in the
General Assembly to put this item on the ballot in November 1972. The
bill ‘was enacted in the Assembly but Maryland voters defeated it at the

polls in November 1972,

Quring th{; period, Montgomery County was also tryingeto interest
developers experfenced with successful large-scale mixed-use projects,
in redeveloping the Bethesda Metro Center. At least one nationally
recognized ‘developer thus courted went so far as to make a preliminary

feasibility anaiysis but concluded that the-balance of factors did not’

RN

favor going any farther,
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County Council took other action in this period that refnforced its
policy of encouraging concentrated development; generally, and CBD
development, in partiﬁu1ar. They passed an adequate public facflities
ordinance that made approval of any subdivision conditiongl on deter-
mination by the Planning Board that public facilities to support and
service the area of the proposed subdivision would be adequate. Avail-
able capacities of road and public transportation facilities, sewerage
and water had to be specifically considered, as well as the complement
of community services from schools to fire stations to health and
police. Following through on a serfes of regulatory changes recommended
by the "Blue Ribbon" Committee, Council also enacted a series of ordin-
ances creating CBD and Transityrmpact Area zones, In effect, the new
CBD zones provided for a density bonus of up to 100 per cent under an
optional method of development, to be granted onIy’in locatfons speci-
fically designated by the County in detailed Sector Plans and only in

proportion to public amenities provided by the developer,

MNCPPC embarked on the prepafation of a series of detailed Sector’
Plans to provide a six to ten year framework for tounty policy in
guiﬁing development in the'CBD's and 6ther transit impact areas. In
order to carry out the added responsibilities and increasingly '
specialized tasks demanded under this new planning program as well as
the host of new environmental protéction regulations,“thé'MNCPPC added

about 25 people to its plahniﬁg staff, bringing the total to 100.

» Metro-was moving forward too. WMATA's Board approved the general
plans for the-Bethesda station in late 1972, Within a year, detailed
planning reached the stage when letters were sent out to owners of
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FIGURE 10

METRO SITE DESIGN PROPOSAL

BETHESDA CBD

l (Circa 1972)

property in the area delineated for acquisition and by 1974 the first
contracts were let for conétruction in the underground part of the

station.

A-Sector Plan Emphasizing Infrastructure Capacity and Staging. Late

in 1974 the Planning Board held a public hearing on the Preliminary
Sector Plan for Bethesda. A final plan, drafted after consideration of
the extensive testimony and conclusion of a number of public work ’
sessions, was formally adopted by the Planning Board and County Council
in June 1976, In addition to the usual elements of a comprehensive plan
this one included a fiscal impact analysis for the entire sector plan-
ning area, an implementation staging strategy, capital improvements
program and provisions for continuous monitoring to maintain the proper

mesh between the County's timing in servicing the area's changing land
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uses and its regulatory processes in modulating the pace and impacts of
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development.

The Sector Plan was quite definitive about what the County intended

F8 A

to happen where. The Implementation Program called for County Council

to enact a comprehensive rezoning amendment which would tie the recom-

[NV

mended zones to specific parts of the CBD. Some of the categories were
"floating" zones, however -- i.e. zones the County would grant only on

application initiated by the landowner and under conditions of meeting

certain standards such as minimum 1ot size. TS-R (a high density tran-

sit station area residential zone intended to increase Metro walk-on

patronage), for example, required at least an acre site and a process of

detailed site plan approval by the Planning Board. Transitional zones

such as the moderate density office (0-M) zone and the commercial tran-

Source: Maryland-National Capital Park and Planning Commission c-182
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sitfon (C-T) zone had special eligibility and review requirements as

well,

The general zoning scheme echoed the land use plan, showing the
highest intensity CBD zone exclusively on the Metro Center superblock,
the "point of greatest accessibility". Development density dropped with
distance from this focal point -- quite rapidly to the east and west and
more gradually to north and south. Over all the scale of the zoning
"envelope" proposed was about six million square feet of new construc-
tion, nearly double the capacity of Bethesda's CBD; Rationale for this
was to allow market forces some flexibility, but the Plan was precise
about staging priorities and conditions on which the regulatory system

would allow development to occur.

Annual evaluation by the Planning Board and. review by an appointed
citizens' liaison committee would be the basis for considering
modifications in the plan. Zone boundaries 6r total zoning envelope
would be altered{ especially if substantial commitments forvnew develop-
ment Contributing "significantly" to revitalizing the CBD did not occur
within a few years., More development ﬁight be approved or further
limitations might be imposed, depending on improvements achieved in air
quality, sh1ft§.in travel patterns from auto to transit, and stabiliza-

tion of land uses at the sector boundaries.

Sewer service &55 not generally available in the County at that time
due to limited sewage treatment capacity. The Plan directed that any
interim service becoming available be restricted to the Stage I develop-

ment area, This included Metro Center and about twenty contiguous core
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blocks around it which were designated for early approval under the
optional method of development. When net new construction of one
million square feet had been completed or one and a half million square
feet of development had been granted either building permits or optional
method approvals (which become void if construction is not completed
within 18 months), the Planning Board was to conduct a major review and
a public hearing to determine whether modifications in the plan or
cérrective actions by the County were necessary. Metro service, then
scheduled to reach Bethesda by 1980, was expected to be well established
by that time and most public facilities recommended in the Sector Plan
would be in place or under construction, Although the Plan called for
road improvements such as creation of paired one-way streets and feeder
street upgrading, transportation was seen to be the critical limiting
factor in the staging of the CBD's development capacity. No optional
method development was to be épproved in the area designated for Stage
IT until the previous stage development envelope had been filled., A
smaller Stage III area at the eastern edge of the céo would be elfgib]e
for optional method develspment under the more intensive zones when
commitments for net new development in the first and second priority

staging areas combined reached a total of 2.5 million square feet.

Specific Community Objectives for the Metro Station Area. On Metro

Center itself the Sector Plan identified the "coordinated, intensive
development of that strategic space with public or private uses in any
combination" to be one of the hajor objectives of County Council,
Speaking for County Government as a whole, the.Plan indicated

willingness to cooperate in an effort to secure land (adjacent to that
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which WMATA was by then committed to acquire) for "an attractive and
profitable development for that area". The illustrative urban design
scheme for Metro Center called for an over all development density
within the superblock of FAR 4 including streets, open space (55 per
cent of the site area) and public facilities., Particular stress was
placed on the County's desires to have public gathering spaces, outdoor
amenities, and mixture of daytime and nighttime uses at the Metro

Center,

The Crucial Initiative and Assembly of the Station Site, By 1977,

WMATA's detailed engineering design and land acquisition work were

approaching a point of no return -- or at ieast a point of costly return
-- with respect to joint development. Although a 1980 opening for Metro
in Bethesda was no longer a realistic prospect, WMATA planners felt that

any joint development would have to be initiated fairly quickly.

The County Executive's development office secured budget for a Metrq
Center study and also hired an architect. A proposal for a County "Dev-
elopment District” to implement joint development in Bethesda was worked
up. When once more a device by which the County could acquire land for

redevelopment failed to win approval, the County abandoned the study.

Late in 1978 the pulse of activity quickened. Several events came
to a heid within a short period of months. The first private proposal
for development of land in the Metro Center was submitted for Planning
Commission review. The developer sought an FAR of 8, double the average
density specified in the Sector Plan for the entire transit station area

development, A parking garage project committed in the County's capital
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improvement program to serve the Bethesda CBD had reached the planning
stage in which the County and Planning Commission had to decide between

alternative sites they were weighing.

Then, early in 1979, a representative of WMATA's real estate divi-
sion met with County planning officials to discuss the transit agency's
plans for marketing air rights over the Metro station. They agreed on
behalf of their respective agencies that-the Planning Commission would
prepare a master plan for Metro Center which, subject to WMATA review
and apbrova1, would become the basis for WMATA's prospectus seeking bids
from potential joint developers. The ﬁeveloper proposing to build at
the north end of Metro cénter agreed to a delay in processing his appli-

cation pending preparation of this over all site design plan and he

-moved to secure a larger financial base for his project. By June a

four-person team had been assembled. under MNCPPC's chief of urban design
to embark on an intensive, six-month planning effort. They included an
economist detailed from the MNCPPC research division, a planner from the
transportation division, and another urban designer. The man in charge
of Bethesda CBD matters for the County Executive's office, who was the
main liaison with the citizens advisory committee, joined the team
later. Under a charge to consider character of the development,
physical massing of buitding and open space, transportation and economic
factors and space use, the team pro&uced a conceptual scheme of desired
public amenities and an illustrative plan for staff level presentations
in the Plaﬁning Commission, WMATA and County Executive's Office in

August.

The illustrative plan-was refined and its economic feasibility,
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determined, through the following three months, Presented to the
P1qnning Board, business community and cipizens in October, the plan was
well received. County Council expressed their general approval the next

month and WMATA staff approved it before the end of the year,

Meanwhﬁe', the 1978 ‘and 1979 annua‘i monitoring reports on Bethesda
CBD development were showing that the 1,5 million square ‘feet threshhold

for Stage I was being approached and then exceeded,

1980 - A Turning Point {n Devg]opment Controls and Station Design.

Progress on Metro Center gained even greater momentum in 1980 and

1981. vlq‘prder to(ensure sufficient development capacity for the high
priority Metro Center, the Planning Board redrew the first stage
impieméntation area boundary to include on]} the Metro Center (CBD III)
superblock and théy advanced a milljon square feet from the Stage II
development to the first sfage "envelope”. Within short order, they
approved the design plan for transmittal to WMATA and refined procedural
rules for public hearings on CBD optional method of development. They
also granted optional method development approval for the major private
project application that had been pending. Terms of this approval
included negotiated commitments that the developer woq]d provide ameni-
ties.and change ground floor design in accordance with recommendations
of the urban design study. The Planning Board approved modifications in
the conceptual layout and design of WMATA's bus transfer level and WMATA
approved the Metro Center Urban design study for inclusion in its

marketing prospectus.
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County Council amended the Bethesda CBD staging plan, reallocating
some of the Stage Il building volume to the Stage I area, so construc-
tion of the Metro Center could Begin immediately. They also held public
hearings and’ work sessions on‘ordinances proposed to “sharpen’enforcement
tools for projécts involving project plan and -site plan review approv-’
als. “ The Planning Board approved a site for Parking Garage #49 in the
block west of the first Metro Center building, just within the CBD boun-

dary.

WMATA released its Prospectus for Development in June, asking for

responses by the end of September. Three proposals were submitted apd.

2

during tﬁe review period inv0ctober, WMATA consulted MNCPPC on their

respective planning merits. A developer, whose scheme conformed very
closely with the Planning Commission's urban design céncepts, was

selected by WMATA in November. In July 1981, the joint development

‘project plan for WMATA's portion of Metro Center passed the review

procedure, and five months later the site plan was approved.

The last piece of the Metro Center scheme, the large building in the
southwest portion of the superblock, was taking longer to move into
place. Two indiv1dﬁéls owned parts o} the property. Although neither
controlled enough land to accomplish development in accordance with the
urban design plan, both wanted to hold on. If they were unable to reach
agreement on some sort of joint venture for development, the appérent
alternative was for one to sell out to the other. Eventually, one of
the owners was persuaded that to sell his property to his neighbor.

This permitted design work and development approval process to begin.
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Sharpening the Implementation Staging Tools for Priority # 1. In

the interim consideration construction under conventional zoning was
completed outside the Sfage 1 Metro Center area, both in the Bethesda
CBD core and on its fringe. This brought Bethesda to the development
checkpoint of 2.5 mi11ion square feet net new building construction and
commitments by Spring 1982. . As mandated by the Sector Plan the Planning
Board held its second public hearing. - Anticipated delays in delivery of
new Metrorail cars had, by then, set the date for transit servi;e in
Bethesda back to pecember 1983, and then to December 1984. Following
several public worksessions after the hearing, the Planning Board recom-
mended that Council amend the Sector Plan again, and enacted under
administrative rule a moratorium on any optional method app11cptions

outside Metro Center pending Council action,

The Bethesda Metro building permit was released fn October 1982,
Construction was scheduled to begin before the end of the year and to be

completed in December 1984 when Metro opened its doors.

Despite the postponement of Metro service extensions, detailed
analysis of traffic patterns convinced the Planning Commission's trans-
portation division that actual 1980 trip generation rates for office and
residentfal Tand uses were lower than the projection figures used in the
1976 plan, that transit's share of the "modal split" was proving to be
higher (as shown by patronage at the already-opened Silver Spring sta-
tion) tﬁan estimates made in the mid-1970s, and that experience with
Ride-Sharing programs fn the County was proving to be successful, In
Tight of these findings, the planners concluded that traffic capacity

would safely permfit approval of more devefopment in a mixture of uses
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and amount that would generate 1,600-2,100 additional peak hour outbound
trips. Given the volume of apparent pent-up developer interest, the
planners worked out a scheme of public priorities as basis for allocai-
ing the additional capacity. Projects including residential units, for

example, and development immediately adjacent to, and linking with, the

pedestrian walkways of Metro Center Phase I were to merit special prior- -

ity. The planners also devised a procedure to permit equitable treat-
ment of development proposals while allowing developers to compete for
trip capacity on the basis of their contributions to realizing the
County's hrban design/land use objectives. These priorities and proce-
dures as well as the analytic methodology employed in the transportation
calculations were embodiéd 16 the Sector Plan amendment, Sdopted by

County Council in November 1982,

The Next Phase. The broject allocation/selection procedure that
followed came to be referred to in the press as the "Bethesda Beauty
Contest." By Summer 1984, nine of the ten projects submitted had
received project plan review approval and site plan approval. Respec-
tive developers have until the end of 1985 to begin construction or they
wiil lose their apprqva]s and their assigned "trip generation™ capacity
will be available for reassignment to otﬁer projects. Some ofqthe
amended Phase II projects that cleared the approval process earliest are
already under construction., One of the first-approved, however, has
encountered problems in finalizing property acquisition. The develop-
ment east of Wisconsin Avenue, designed to connect with Metro Center via
tunnel and have the third Metro portal has been delayed by fssues

related to buying out an existing tenant's lease. As a result, the
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County has not yet been able to negotiate details of its tunnel manage-
ment, maintenance, security, etc. with the interface developer and WMATA

as of this writing.

The delay, in turn has produced additional complications.” The cut-
and-cover tunnel project -- already rescheduled once -- has been -target-
ed for construction between December 1984 and December 1985 and
engineering designs are ready to go out for bid. All the necessary
easements have been obtained from the state for the necessary work on
and under Wisconsin Avenue, Nevertheless, the State Highway program
includes funding for turning lane improvements and resurfacing on
Wisconsin Avenue, likely scheduled in conjunction with earlier expec-
tations concerniég the timing of Metro's operation. State rules
groscribe cutting into the road for any purpose within three years of
the sort‘of resurfacing work that had been programmed. To‘avoid
rescheduling the tunnel project yet again, the County has achieved a
compromise with the State Highway Department worthy of King Solomon.
The State will proceed t; improve the pavement‘of Wisconsin Avenue in
1984 as planned, but will lay a one-inch thick surface coating (instead
of the three-inch job originally intended). In this manner, the three-

year moratorium on cuts can be circumvented.

The construction schedule for Garage #49, next to Metro Center, has
also been reviseé. wWhen it became evident that the use-mi; of projects
proposed for Stage Il was not showing the hoped-for volumes of residen-
tial units, a suggestion was put before the'County that sode leveraée

might be gained from the garage. Tée facility ?ou1d‘be built with the

parking decks, at least partially, below grade and residential struc-
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tures with related open space and recreational facilities above. Since
the County's acquisition of the Tand was already justified and accounted
for in the capital impfovements program, the opportunity to do a multi-
family residential project without the trouble and costs of assembling a
site might be an attractive incentive to a developer. The Couniy com-

missioned a study of design-traffic-marﬁet feasibf]ity ahd,/on receiving
the favorable findings, has prepared specifications ready to go'out for
bid in late summer or ‘early fall 1984, There is general agreement that
the end result is likely to be well worth the delay in the garage, but

the growing pressure of .need for the garage has not taken a recess in

the interim,

As for WMATA, other details of Bethesda Metro Center remained to be
resolved when Metrorail actually began service in late August 1984.
Although the developer had been informed early in the year when WMATA
decided to move up the opening date by four months; some of the con-
struction details, permanent pedestrian and auto paving, lights and
signs were not yet installed. Interface agreements with the developer

adjoining WMATA's property to the north were not yet concluded either.

For Moptgomery County planners, the development monitoring process
and the work scheduled in its capital improvements program are}continu-
ing. Longer range issues of subsurface pedestrian tunnels connecting
Metro Center with the CBD blocks north of 01d Georgetown Road and the
eastern portion of the transit development area with the north side of
East-West Highway will need to be addressed. The State Highway Adminis-

tratioﬁ has asked for a sfudy ouf1in1ng the potential for development
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below its highway rights-of-way so they can consider gheir own policy
implications and plan accordingly in advance. MNCPPC is also concerned
with coordinating details of more immediate nature and smaller, yet
cructal, magnitude such as street furniture (to be provided by all
developers in their public areas in accordance with designs and stan-
dards set by the County) and securing commitments to re;popsibility in
maintaining these'areas as well as planting features in the public

right-of-way.

Operatiénal Details to the Center Stage. For operational details,
however, the focus shiffs to the Task Force on Metro Readiness, a
trouble-shooting, cooidinat}ng group established by thé'County Executive
to "integrate Metroyinto;the community 1nfféstrucgure“.‘ He;ded by an
Administrative Services Coordinator in the Montgomery County Department
of Transportatioﬁ (bOT), the Task Forﬁe is comprised of a planner from
the County DOT, a planner from the MNCPPC, a "working level® staff
member from the County Office of Management qnﬂ deget, ;nother from the
Traffic Management Division and a former member of the County Council
;ho has a‘"superb institutional memory”, according to the Task Force

director.

This is the group dealing with the Wisconsin Avenue resurfacing
matter. They are also studying the feastbility of advancing the con-
struction date of another parking garage in the capital improvements
program by a few years to relieve some of the pressures exacerbated by
the delay in Garage #49. Encouraging the public to use Metro is another

of their responsibilities. They have done a public information campaign
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about the local "Ride-On" feeder bus service and have been working to
persuade businessmen in areas not yet served by Metro to run shuttle
buses from the terminal stops "so their patrons will become accustomed

to using transit®,

As for residential neighbors, am{dst some grumbling over the reloca-
tion or closing of favorite businesses and loss of the familiar single-
story shops to high rise buildings, there is a generally tolerant
attitude of watchful waiging and some excitement about the prospect of
new shopping and window-shopping opportunities and neighborhood ice
skating. Confidence in County government has improved with the visible
evidence of reliability in meeting its commitments and some signs the
monitoring process is working. Public opinion of Metro is high, as new
transit commuters comparé the dramatic savings in their travel time to
work and think of additional trip purposes for which they and other

members of their families will be able to use the system,

Lessons Learned from Bethesda Metro Center

Transit Agency Organizatiégjkeiationships with Other Actors. In one

view, the Bethesda Metro Center joint development project might be seen
as the product of seven years' work, commencing when WMATA's real estate
division representative came to Montgomery County with the ultimatum on
joint development and culminating whedhthe development "deal" for

WMATA's land ﬁés concluded or construction actually began, Unquestion-

ably, the initiative as well as the 1ma§1nation and flexibility of WMATA
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officials at both staff and policy levels is greatly to be credited with

the outcome of this project.

Left at this, the case is 1ike an unset gemstone. However beauti-
ful, genuine and valuable, it is unwearable., WMATA's Bethesda Metro
Center project does not really stand by itself; and the lessons to be

learned from its setting are as important as the project itself.

It is significant that WMATA's is a new transit system, being
developed not in a stagnant or slow-growth area, but very deliberately
routed through corridors in Fhe path of urban development an& redevelop-
ment. Bethesda is a place where change and redevelopment would have
occurred to some extent anyway. Metro afforded an opportunity to organ-
ize the redevelopment in a particular way. Conversely, the opportunity
to accomplish HMATA's joint development was the result of many years of
preparatory grbundwork -- in policy, planning and market-shaping

interventions -- by local government and citizens.

Local Government/Community/Private éector Participation. Although
Metro's Bethesda station is located where the development stages are
high, it is doubtful that the transit joint development project alone
would have elicited the investment of fime, political energy and sup-
porting capital works that Montgomery County devoted to the Bethesda CB8D
redevelopment. Metro Center enjoyed this support because it was pivotal

in a much larger scheme.

Before WMATA came in with its project, Montgomery County had created

the requisite zoning context and had negotiated community acceptance,
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working through resolutions to the very demanding conditions set by
resisting citizens. WMATA was spared the costs and delays of zoning
battles and the opposition of private land deve]opers; competitively
séeking to devé]op iheir own {different) sites. The latter had assur-’
ance that their zoning and time would come. By successive interventions
in the planning and staging process, however, the County created a
short-term land shortage in the Bethesda CBD, thus "ripening” the Metro
Center properties for devélopment. Montgomery County also had committed
tﬁe funds for CBD circulation improvements as well as the community
facilities planned as buffers between the CBD and adjacent residential
neighborhoods. In the County's cost-benefit calculations, these sub-
stantial expenditures were well justified by anticipated returns from
redevelopment on the scale of three million square feet. While many of
these improvements, such as access streets, were necessary to enabie
Metro to work, their price was higher than WMATA's -part of the Metro

Center project, by itself, could balance.

Long-term leadership was another significant local government
contribution to the Metro Center development. In part, this is due to
remarkable continuity of staff and officials going back to the early
days of County planning. ‘When Montgomery County hired a planning dir-
ector in 1969, it was no coincidence that they chose a man from Toronto
who came, familiar with the unfolding process of that city's rapid tran-
sit system and station area developments. Although transit-related
planning has by no means been his sole preoccupation through the years
since, there is no questibn that he and the County, both, entered into
the process with realistic ideas of what a long-term business would be

involved.
C-196
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The vision of Metro, always an integral part of the community's
plans and policies, grew sharper and more focused with time. The sector
planning program was an effort by the County'to'play an. active ‘role in
shaping the areas where Metro service would come, but the County did not
leave the process to fate as that phase closed (about 1978). Observing
that anticipated development was slow to materialize in Silver Spring,
the. first-opened transit station, thoughts tdrned in moré than one
County office to further interventions that would be necessary to bring
the vision into reality. Repeated efforts to secure enabling legisla-
tion so the County could help Heve]opers overcome the obstacles of land
assembly represented an unusual degree of persistence on the part of

government.

Nor did County officials shrink from reaching out into the devel-
opment community to try to persuade private entrepreneurs to rise to the
challenge gf station area development; and all the while they were
steadily moving into place the supporting pieces that would make it
profitable to conform with the official plans, As the end of the pre-'
implementation work for Bethesda drew closer, it was no coincidence that
the man assigned to direct the coordination of design through the final

phases of development was someone whose experience was well-grounded in

large-scale work for one of nation's prominent'private.organizations and

also in one of the cities that has been most successful in collaborative

public-private development.

Entrepreneurial work of the sort that station area.joint development

entafls requires an entrepreneurial outlook on the part of personnel who
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must do it. WMATA and County staff alike exhibited this quality. Their
working relationships have been characterized by an openness to sugges-
tion and a willingness to be flexible in searching out mutually accept-

able ways of accomplishing their shared objectives.

There was also some very constructive leadership among the citizens
and business interests involved in Bethesda. Much credit is due those
pepple of long instiiutiona]-memory and distant future perspective, too,
for keeping the issues in public debate from being polarized, Citizens

entering the arena of Bethesda CBD issues had to address questions of

resolving multiple and complex relationships and the full ramifications

of one choice or another. It was not a win-lose, yes-no, pro- or anti-

project sort of debate.

Design. Montgomery County placed great- weight on urban design in
the Bethesda Metro Center, from early general conceptual stages through
final details of 1ight posts and street furniture, The MNCPPC planners
devoted much thought to just what public amenities they would negotiate
for with prospective developers as condition of the optional method
development. approvals. Through sketch planning exercise and community-
designer "pow-wow's" they developed a schedule which has served, not
only to guide their own review and decision-making processes but also to
inform developers, in advance, of the sorts of features they would be

seeking in reviewing project proposals.

The "Beauty Contest” received much media coverage and there s no
question that the availability of numerous photographs4and models of the

Stages I and II projects have helped the community visualize what is to
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come. This may contribute to public acceptance of the construction-

period disruption.

Design foresight on the part of WMATA can be credited with some
savings. When designing the underground portion of the Bethesda sta-
tion, WMATA had Eheir architects make a feasibility study of the Wis-
consin Avenue tunnel that the County called for in its plans. They
concluded that a knockout panel could be put in the mezzanine-level wall
without additional -cost. Engineering designs called for an expansion
joint in the Metro tunnel wall at that point anyway. In other details,
the fact that design and construction of the subway tunnel pre-dated
knowledge of the surface development plans has necessitated some after-
the-fact adjustments. For example, when excavating for the Metro Center
hote], contractor§ uncovered volumes of concrete occupying space where
the ballroom was intended to be, Overpour in the subway tunnel con-
struction would probably have made no difference at all, had Metro built
its bus bays on the surface. Another adjustment called for once the
joint development plans were finalized, was redesign of the below-grade
ventilating system so that outside vents would not interfere with pedes-

trian circu\at?on patterns.

Legal/Institutional., The Bethesda Metro Center case study high-

lights a variety of 1nﬁovations in Montgomery County's development
regulations and regulatory processes. Other institutional changes were
proposed, such as the development districts and the public development
corporations, but .failed passage. It should be noted that none of these

changes was made for exclusive application in Bethesda. Rather, they
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applied to a number of similar‘situations throughout the County where
Metro development posed similar issues. It is unlikely that so many or
] far-réaching‘devices would have been created for application in a
single area and for. a single project, or indeed, transit joint

development alone.

Another'aspect of this study is delineation of.the respective roles
of various actors. The special purpose agency (WMATA) had the central
mission of building the subway. WMATA could exercise eminent domain,
enabling them to take a critical action at a critical point in the
Bethesda case. General purpose government in its various offices
encompassed responsibilities that include comprehensive planning, pro-
viding a full range ‘of public infrastructure and community facilities,
maintaining a public forum for democratic debate and decisions on issues
of importance to the community, weighing and balancing the plural inter-
ests of the community and administering its regulatory authority through
effective and equitable procedures. Montgomery County could offer the
community commitments to build the facilities- they desired, and to
modify the impacts of intensive development as trade-offs for their
acceptance of the redevelopment plan, The private development community
stuck to its role of building what, in their judgment, presented accept-

able risks in terms of projected returns. They participated throughout

-the public planning and decision process, then entered to initiate

development when the combination of supportive factors appeared to meet

their own economic criteria.
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EXHIBIT A Cooperative Agreement Between Prince

COOPERATIVE AGREEMENT

ri -
THIS AGREEMENT entered tnto this /2 “day of Duwe |
198'. by and between PRINCE GEORGE'S COUNTY, MARYLAND, hereinafter called
*the COUNTY®, and the WASHINGTON METROPOLITAN AREA TRANSIT AUTHORITY, a

body corporate and politic, heretnafter called "WMATA®.

WITNESSETH:

HHEREA&. the COUNTY will be the local governmengal sponsor of
an AMTRAK Parking Garage to be butlt in the vicinfty of the New Carroll- -
ton Metro Station to serve AMTRAK patrons, and

WHEREAS, the COUNTY desfres that said AMTRAK Parking Garage be
constructed an and operated from land owned by WMATA at the New Carroll-
ton Metro Station Site, and

WHEREAS, WMATA desires to exercise its right to develap its
land and air rights at the New Carrollton Metro Station Site, and

WHEREAS, both the COUNTY and WMATA support implementation of

' the concept of intermodal 1ntegrat;on at the New Carrollton Metro Station
Site, and ‘

WHEREAS, both the COUNTY and WMATA support implementation of
the concept of joint developmént for its fiscal, financfal and service
benefits to the public at the New Carrollton Metro Station Site.

KOW, THEREFORE WITNESSETH, in consideration of $10.00 and
other good and valuable consideration mutually exchanged, tﬂe receipt
and sufficiency of which are hereby acknowledged, it is hereby agreed
by and between the parties as follows: .

1. WMATA agrees to lease to the COUNTY or {ts agent a pércel
of land containing 2 acres, more or less, for the purpose of construction
and operation of an AMTRAK Parking Garage by County within the arez

described as follows:

'

part of the tract of land known as the New Carrollton
Metro Station Site, containing 15 acres, more or less,
of which 2 acres, more or less, shall be designated for
?arking Garage purposes. Said garage area is outlined

on the sketch attached as Exhibit 1.

George's County, MD, and WMATA

Prior to actual use by County of the area allocated for construction and
operation of the Garage, a separate agreement of lease satisfactory to
WMATA shall be executed by the partfes. Said Lease shall provide for
1iab11ity and maintenance by County or its designated agent and address
the {ssue of fair rental value ;hich will be based on the residual cash
flow from parking operations.

2. The COUNTY agrees to submit both preliminary design and
final construction plans for the AMTRAK Parking Garage to WMATA for its
prior review ard approval. The plans will be subject to WMATA's review
and approval in order to-minimize disruption of the existing METRO
operating facilities during construction and to promote harmonious
integration of the AMTRAK parking facility once in operation with TR0
facilities and joint development plans. )

3. The COUNTY agrees to examine the matter of replacement
parking for METRO patrons necessitated by the construction and opera-
tion of the AMTRAK Parking Garage and to {nclude in {ts plans and
specifications for the garage pr?vision for replacemené of METRO parking
spaces on both a temporary and psrmanent basis.

4. WMATA agrees to retain the services of a consultant to
prepare a “Master Plan® for joint development at that portion of {ts
total New Carrollton Stati;n Site which fs shown on the attached sketch
as Exhibit Il. The Master Plan will examine and address the sites
vehicular and pedestrian circulation, {ts parking, and its general
physical design. The Master P}an would serve as a principal element
fn the rezoning and devélopment of the site. The COUNTY agrees to
cooperate with WYATA in the development of the Master Plan.

§. After the Master Plan is prepared, it is agreed that the
0ffice of the County Executive and thé Oepartment of Prégram Planning and
Economic Development in Prince George's County will recormend and support
the rezoning of WMATA's site in order to permit high-qualfty joint
development of the site. It is recognized by the parties hereto that
such development would benefit WMATA, the County, and the general public
{n a number of ways, but it is also recogcnized that the final decision
regarding use of the subject site rests by law with the County Council

of Prince George's County, sitting as the District Council.
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EXHIBIT B
Summary of Approach

< o WMATA Cost/Benefit Analysis

Factors to Consider:

. Determine ghé scope of the study. Identify (1) relevant actors (e.g. WMATA
and the local jurisdiction where joint development will take place) and
(2) parameters (e.é: project time horizons).

Identify all significant incremental benefits/costs accruing to WMATA and the

local jurisdiction.

Typical Benefits:

-3- . WMATA Local Jurisdiction
. leasing income improved air quality
§. The COUNTY agrees that it will examine the ratfos of '

ridership revenue reduced traffic congestion

parking spaces required per units of floor ares under current zoning . )
systems savings expanded property tax base
regulations to se2 1f sald requirements should be lecsened in areas of (also called “"capital cost )

hotel surcharge revenue

. avoidance")
close proximity ta Metrorail Stations. )
employment increments

7. The COUNTY and WMATA agree thai local, state and Federal
sales/income tax revenue

proposals to increase the traffic capacity to the Ardmore Triangle,
Possible Costs:

AL L LR A

which encompasses “the proposed AMTRAX Parking Garage and the proposed

WMATA Local Jurisdiction
WMATA joint development sites, should be ~upported. Both parties will -
: . front-end administration capital improvement projects
make every good faith effort to support these proposals. .
. ongoing administration front-end administration
IN WITHESS WHEREOF, the parties hereto have caused this . .
: development accommodation ongoing administration

Agreement %o te ;roperly executed the day and year of first above X
when precision is impossible, convenience assumptions should have .a tendency

written.

to underestimate benefits and overestimate costs.
The use of data from previous joint development projects of similar scale can

PRINCE GEORGE'S COUNTY .
assist in deriving approximate escalation rates for estimating future benefit

A p and cost streams.
ATTEST: ﬂé.«,q /4// (47,4 2 sv%«w

The discount factor chosen should equal the opportunity rate for reinvestment

. of pre-terminal date benefits. It is common practice to use the interest

WASHINGTON METROPOLITAN AREA
TRANSIT AUTHORITY yield on long term U.S. Treasury notes. For example, consider a project that

has the following benefit stream:

e og N Source: WMATA Office of Planning and Development, John Green and Wayne Upshaw,
GENERAL YAHER “The Washington Metropolitan Area Transit Authority Joint Development Program: An
Illustrative Cost-Benefit Analysis of Two Projects," September, 1981, Appendices A&B.
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T T T
0 2 3 .
. ~$100 - %100 $100- . B

The $100 benefit of year Tdf the initial year of the project, can be either

cansumed or reinv;sted for the remaining 2 years (Tz and - T))' The same
possibility exists for the benefit occurringAin the second’year,“Tz, since
it can be reinvested after one year. Suppose that because of restrictions on
investment options, that the best’ aliernati;e use-of the benefit income is
the purchase of government securities yielding 10% interest. *The'apbropriate
discount rate for finding the present value of the futﬁre Eenefit is 10%.
Rules of thumb for evaluating employment increments:

office space 4.0/1,000 square feet

retail space 2.5/1,000 sqﬁé}e feet

hotel space .9/room"

N

The general formula for'findiﬂg the pEesent value of an income stream is:

PY = P P P P
1 + 2 + 3 ..+ n e

. 1 2 3
(1+7) T (1ler) (1+r)

when benefits are recei;ed at the end of the period.

If benefits are received at the beginning of the period, then:

- ., [

PV = P ] P P P
1 + 2 + 3 + ...+ “n

\ 1 v _ 2 . _n

(1+1) b (l+c) : (1+rc)

where PY is the present value of the income stream, P1 represents incdme
payable in' the first year, P2 income payable in the second year, P) income
payable in the third year, Pn income payable in the nth year, r represents

the discount rate and n represents the time span in question.

Iv.

Pro Forma Cost/Benefit Anélysis
for a Proposed

Joint Development Project ($PDV)

Project

A. Estimated Development Value of Project § s

8. Project Mix: Office Hote! Retail

Residential

WHATA

A, Benefits . B. Costs
I. Leasing Revenue . 1. Ongoing Admin.
2. Incremental ‘ 2. Front-end Admin.

Farebox Revenue

3. System Savings 3. Capital Replacement
4. Other 4. Other
Totals ' Totals

Benefits-Costs

Costs
Local Jurisdiction ( )
A. Benefits B. Costs
1. Real Estate Taxes . Ongoing Admin.
2. Income Taxes 2. Front-end Admin.
'3. Sales Taxes 3. CIP Items
4. ;otel Surcharge LR Othe?
S. Other Taxes
Totals Totals i

Benefit-Costs
Costs

Total Pecuniary Benefits to WMATA and Local Jurisdiction

Total'Pecuniary Costs to WMATA and Local Juri;diction

- -
Net Benefits (or Costs)
Source: . . .
WHMATA, Office of Planning and
Development
September, 1981

e
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EXHIBIT C
COMPARATIVE ANALYSIS OF

A HYPOTHETICAL SYSTEM INTERFACE PROJECT

Hypothetical Case: Let us assume that a developer acquires the purchasing
rights to a piece of land in close proximity to a Metrorail station.
Usually, before actually purchasing the land, the developer will draw up
plans for the building, obtain necessary zoning and site plan approvals
from local jurisdictions, conduct marketing studies, and secure financing
cormitments from lenders. For purposes of this illustrative example, let
us assume the developer decides the project will be best served if a direct
walkway connection is made to the Metrorail system.

For one thing, the project management has learned that the local juris-
diction wants the connection because on-street pedestrian traffic will be
minimized. Furthermore, the developer is aware that the direct connection
will allow the incorporation of retail shops on floors .which would otherwise
be used for lower-paying storage and parking areas. ‘At .the urging of the
local jurisdiction, as well as his own lenders who are interested in maxi-
mizing the safety of their investment by enhancing its income, the developer
decides to change the use and approaches WMATA with a request for a system
interface. In its turn, WMATA reviews his plans, participates with local
staff in its review of the method and location of connection, and arranges
for the accommodation of improvements. (No arrangement is made by WMATA 3.
without final coordination and endorsement of local officials, who must
review the project from the standpoint of its impacts on circulation patterns,
visual amenities, utilities services, etc.)

Assuming the acceptance of the developer's plans for the project and
its system interface, the developer now asnalyzes the financial impact of
undertaking the system interface to decide the undertaking is worthwhile.
The expenses and rewards of making the connection are compared with those
without the connection. A hypothetical and simplified comparison follows:

1. Project summary without System Interface

No. of Square feet - parking = 600
No. of Square feet - storage = 57,600
No. of Square feet - offices = 45,000

= 103,200 4.

Total No. of Square feet

= $ 4.50/sq. ft.
= $10.00/sq. ft.
=.$30.00/sq. ft.

Unit Value of parking
Unit Value of storage
Unit Value of offices

Total Value of parking = $§ 2,700

. Total Value of storage = $ 576,000
Total Value of offices ='$1,350,000

Total Value without System

Interface = $1,928,700

Source: .WMATA Memorandum to Chairman and Members of the Board, March 4, 1983,
Attachment 3, pages 1 - 6.

Project summary with System Interface

Lowest floor Shopping area 600-sq. ft.
Middle floor Shopping area 57,600 sq. ft.
Upper floor Office area = 45,000 sq. ft.

Unit Value of lowest floor = $35.00/sq. ft.
Unit Value of middle floor = $31.50/sq. ft.
Unit Value of upper floor = $31.00/sq. ft.

Total Value of lowest floor = § 21,000
Total Value of middle floor = $1,814,400

Total Value of upper floor = $1,395,000
$3,230,400

Less: Costs of connection 500,000
Less: Value Without System
Interface 1,928,700
Net Benefit to project with System s 801,700

Interface

Sharing project benefit with WMATA.

Our hypothetical case now proceeds with the assumption
that the resultant development will realize.enhanced income
over time and WMATA negotiates on the basis of sharing this
enhancement. |f we say WMATA has negotiated to share in
approximately 50% of the net benefit on the basis of a 20-year
access agreement, and that the access fee is subject to a
2% per year escalator, an annual payment in excess of $20,000
would be obtained in the first year, $24,300 in the tenth,
and over $29,700 in the the twentieth.

The Attachment portrays, on a more complete basis, the
computerized program printouts which assist WMATA in negotiat-
ing agreement terms. Also attached is an outline of the
development and negotiation process.

Benefits for the local jurisdiction.

Besic2s the amenities and improvements required through
exercise of land use and zoning contracts, the local juris-
diction would derive the tax yield benefits from the interface
enhanced project. Assuming a tax rate levy of $2.00/$100 at
100% valuation, the annual real estate property tax attributable

" to the interface above would initially amount to over $26,000.

Sales taxes, business licenses, permits, etc., would all combine
to increase this figure.

-2 -
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SYSTEM INTERFACE
DEVELOPMENT PROCESS

SITE LOCATED

DEVELOPER ACCOMPLISHES ACQUISITION VIA CONTRACT, SUBJECT TO
OBTAINING REZONING OR PLAN APPROVAL FROM LOCAL GOVERNMENT

SYSTEM INTERFACE POTENTIAL IDENTIFIED VIA COORDINATION WITH
WMATA AND LOCAL JURISDICTION

DESIGN CONCEPTS COORDINATED WITH LOCAL JURISDICTION, COHHU-
NITY AND WMATA

RE-ZONING, |F NECESSARY, OBTAINED

PROJECT AND/OR SITE PLAN APPROVALS OBTAINED. AT DEVELOPER'S
OPTION, PUBLIC AMENITIES GUARANTEED IN EXCHAMGE FOR ADDITIONAL
DENSITY AND REDUCED REQUIREMENTS

ACTUAL DEVELOPMENT TIMED TO COINCIDE WITH CLEARLY ESTABLISHED
ECONOMIC FEASIBILITY

DEVELOPER SECURES: SYSTEM INTERFACE. AGREEMENT WITH WMATA

FINANCING PERMITS CONSTRUCTION' OF PROJECT, INCLUDING SYSTEM
INTERFACE .

NEGOTIATION OF SYSTEM INTERFACE AGREEMENT

MAIN CONSIDERATIONS:

PROCESS:

DESIGN AND CONSTRUCTION OF ACCESS COMPATIBLE WITH WMATA
CONSTRUCTION AND OPERATIONS CRITERIA

COSTS OF ACCESS CONSTRUCTION BORHE BY DEVELOPER AND ARE
EXCEEDED BY BENEFITS TO PROJECT

COMPENSATION DETERMINED ON BASIS OF SHARING BENEFITS

DETAIL FINAHCIAL FEASIBILITY STUDY PREPARED
STUDY CONCLUSION PRESENTED TO DEVELOPER
DEVELOPER'S. RESPONSE REVIEWED

NEGOTIATIONS PROCEED TO REACH FINAL ACCORD

SYSTEM INTERFACE AGREEMENT DRAFTED AMD FINALIZED
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WMATA SYSTEM INTERFACE CASE STUDY WITHOUT SYSTEM INTERFACE

{IN CURRENT DOLLARS)

Amount Per Total Total Percentage
Net Rentable Net Rentable Amount of Total
I. NET CPERATING INCOME : Sq. Foot Sq. Foot (000's) Gross Income
A. Annual Cross Income: (1)
Parking, Second lower (B2) . 4.50 600 3 0.01
Retail, First lower (81) " 730.00 57600 1728 6.58
Retail, First floor 50.00 45000 2250 8.56
Retail, Second floor 40.00 17500 700 2.56
Office Component 36.00 600000 21600 82.19
weighted total: 36.47 720700 26281 100.00
8. Less vacancy & Collection: (2) 1.09 720700 788 3.00
C. Less Operating Costs (3) 6.00 720700 4324 16.45
D. Net Operating Income (4) 29.37 720700 21168 80.55
E. Supportable Dev't Costs: 195.81 720700 w21 536.97
11. ESTIMATED IMPROVEMENT COSTS
A. Construction Costs (5) 60.00 720700 43242 164.34
B. Special Improvement Costs (8) 0.00 - 720700 0 0.00
SUBTOTAL "Hard Costs": 60.00 720700 43262 164.34
C. Non-Construction Costs.{(7) 6.00 720700 4324 16.45
D. Interim Financing Costs (8) - 14.52 . 720700 10465 39.32
SUBTOTAL “Soft Costs": 20.52 720700 14789 56.27 .
E. TOTAL EST. IMPROVEMENT COSTS 80.52 720700 58031 220.81
I11. RESIOUAL VALUE
A. Supportable Development Costs 195.81 720700 11121 536.97
B. Less Est. Improvement Costs -80.52 720700 -58031 -220.81
C. Residual value 115.29 720700 83090 316.16
ASSUMPT IONS
(1) Assumes rents are in current dollars. Assumes change in use to retail on B2 level with
system interface project. Assumes entire 81 level to have retail use, although some second-
ary office space may be leased on this level. ‘Retail rents assumed are base rents, not
including utilities, other expenses, or overages. Office rents are full service (i.e, gross
of expenses). :
(2) Assumes three percent per year.
(3) Assumes operating costs are $6.00 per net square foot.
(4) Assumes capitalization rate of 0.15
(5) Assumes current "hard costs" for office construction are $60.00 per net square foot ( or
$54.00 per gross square foot at 90 percent building efficiency ratio), including $5.00 per
square foot for temant finish allowance.
(6) These represent the property owner's hard costs for the system interface construction.
(7) Assumes 10 percent of 1A and 118. Includes A & E fees at 4 percent of IIA and I18; taxes,
insurance, leasing expenses as a percent of [IA and 118
(8) Assumes interim financing for I1A-C at 30 percent average outstanding balance and 20 percent

interest rate compounded for two years.

WMATA SYSTEM INTERFACE CASE STUOY WITH SYSTEM INTERFACE

(IN CURRENT DOLLARS)

. Amgunt Per Total Total Percentage
Net Rentable Net Rentable Amount of Total
I. NET CPERATING INCOME Sq. fFoot .Sq. foot (000's) Gross Income
A. Annual Gross Income: (1)
Retail, Second lower (82) 35.00 600 21 0.08
Retail, First lower (B1) 31.50 57600 1814 6.84
Retail, First floor 51.00 45000 2295 8.65
Retail, Second fleor 40.40 17500 707 2.66
office Component 36.18 600000 21708 81.73
wWeighted total: 36.83 720700 26545 100.00
B. Less vacancy & Collection: (2) 1.10 720700 796 3.00
C. Less Operating Costs (3) 6.00 720700 4324 16.29
D. Net Operating Income (&) 29.73 720700 21425 80.71
E. Supportable Dev't Costs: 198.19 720700 142832 538.07
II. ESTIMATEO IMPROVEMENT COSTS
A. Construction Costs (5) 60.00 720700 43242 162.90
8. Special Improvement Costs (6) 0.00 720700 0 0.00
SUBTOTAL 'Hard Costs": 60.00 720700 43242 162.90
C. Non-Construction Costs (7) 6.00 720700 4324 16.29
D. Interim Financing Costs (8) 14.52 . 720700 10465 39.42
SUBTOTAL "Soft Costs": 20.52 720700 14789 55.71
E. TOTAL EST. IMPROVEMENT COSTS B 80.52 . 720700 58031 218.61
III. RESIDUAL VALUE
A. Supportable Development Costs 198.19 720700 142832 538.07
8. Less Est. Improvement Costs -80.52 720700 -58031 -218.61
C. Residual value 117.67 720700 84801 319.46
Iv. DIFFERBCE IN RESIDUAL VALUE
A. With System Interface 117.67 A7207IIJA 84801
B. Without System Interface 115.29 720700 83090
C. Difference 2.38 1711
SYSTEM INTERFACE IMPACTS ’
Rents/Sq. Ft Rents/Sq. Ft -- §.1. Premium —
with s.I. W/ S.1. Amount Percent
Retail, Second lower (823 35.00 4.50 30.50 677.78
Retail, First lower (B1) 31.50 30.00 1.50 5.00
Retail, First floor 51.00 50.00 1.00 2.00
Retail, Second floor 40.40 40.00 0.40 1.00
Office component 36.18 36.00 0.18 0.50
ASSUMPTIONS o
(1) Assumes rents are in current dollars. Assumes change in use to retail’ on B2 level with

(2)
(3)
()
(5)

6)
n

(8)

system interface project. Assumes entire B1 level to have retail use, although some second-
ary office space may be leased on this level. Retail rents assumed are base rents, rot
including utilities, other expenses, or overages. Office rents are full service (i.e., gross
of expenses).

Assumes three percent per year.

Assumes operating costs are $6.00 per net square foot.

Assumes capitalization rate of 0.15

Assumes current "hard costs' for office construction are $60.00 per net square foot ( or
$54.00 per gross square foot at 90 percent building efficiency ratio), including $5.00 per
square foot for tenant finish allowance.

These represent the property owner's hard costs for the system interface construction.
Assumes 10 percent of 1IA and 118. Includes A & E fees at 4 percent of IIA and 11B; taxes,
insurance, leasing expenses as a percent of IIA and IIB.

Assumes interim financing for IIA-C at 30 percent average outstanding balance and 20 percent
interest rate compounded for two years.
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EXHIBIT D

WMATA
"PROTOTYPE AGREEMENT"

ACCESS RIGHTS AGREEMENT
STATION

AGREEMENT made and entered into this day of ’ , by

and between , corporation ( herewith referred to as

" ", and the WASHINGTON METROPOLITAN AREA TRANSIT AUTHORITY, a
body corporate and politic (hereinafter referred to as "WMATA").
WITNESSETH:

WHEREAS , is the owner of a certain parcel of land located at

, upon which parcel is being developed

known and hereinafter

referred to as (PROJECT NAME) ; and -

WHEREAS, WMATA is presently operating (modify as appropriate if not in
operation} as part of its rapid transit system fér the National Capital Region

a Metrorail station at

presently called and hereinafter referred to as the

Metro Station"; and
WHEREAS, the parties hereto desire to provide for a direct access (amplify

as necessary) to and through the from the

Metro Station (describe location of connection),

and desire to agree éoncerm'.ng the design, construction and operation of said
T Al
direct access connection;. and
WHEREAS, the parties hereto desire to agree to those rights and

considerations respecting the construction, operation, maintenance, repair,

replacement and use of said direct access.’

B - 2=
NOW, THEREFORE, for and in consideration-of the sum of TEN DOLLARS
($10.00), and in consideration of the covenants and conditions contained
herein, the receipt and sufficiency of which are hereby acknowledged, V;IMATA
hereby grants unto the rights of direct ‘access to.the

Metro Station , as more fully described

herein.

Design and Construction of the Direct Access Connection.

shall prepare at its sole cost and expense all design and construction plans
‘and specifications necessary for the construction and operation of the direct
access connection in confozménce with the general conceptual plans attached
hereto as Exhibit "A" and made .a part hereof, and shall submit all such élans
and specifications to WMATA for its approvai, ;lhich approval shall not be
unreasonably withheld. Include in the pl'ans a delineation of the'limits of
the construction work areas and access thereto with emphasis made on minimizing
the affect on Metro operations. shall submit a construction
staging and timetable and advance notice shall be made in writing to WMATA
at least 10 d'ay's in advance of any construction activity: WMATA reserves
the right to inspect the construction of the direct access. Upon approval

of the plans and specifications by WMATA, shall, at its

own cost and expense,.commence and pursue diligently to completion. the
construction of the direct access connection in accordance with the approved
plans and specifications.

Use of Direct Access Connections. agrees that use of said

direct access connection and adjacent’ areas shall not impair or restrict the

use and enjoyment of WMATA's Metro Station mezzanine and entrance. facility
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(modify as. apg;ropriate) as may result ’from (a) ‘suci\ cBncent.f'ation of people

in t-he access ai'ea as would obs&uct ‘access to and from the station facility,
(b) loud, sustained or unpléasant noises, (c) noxious odors, (d) accumulation
of trash, dirt or debris, (e) harshllighting and/on lighting fixtures or signs,
posters or b‘illboaxds not ccmpat.ible-‘with reasonable Metro g’raphi;': requirements.
The use of said direct access connections shall at all times be consistent with
the days and hours of WMATA's Metro opex"&tions and WMATA shall have ..the rights
to close or ”caused to be closed the direct access whenever it closes its

Metro Station and/or mezzanine and entrance

facility (modify as appropriate).

Maintenance of Direct Access Connection(s). shall, at its

sole cost and expense, mai.ntai;n the direct access on the WMATA property, as
designated on Exhibit "A", in good, safe and sanitary order, condition and
zépair. If fails or neglects to maintain or repair said
direct access, WMATA may give written notice to specifying
any such failure or neglect and directing to perfbm such
specified maintenance or repair within ten (10) days (or an additional agreed
period if such maintenance or xe.pair work cannot b;; pe;fomed within said
ten (10) day period), WMATA may, in its sole discretion: (i) itself perform
such work, and shall promptly pay WMATA the cost thereof upon
receipt of billing therefor, or; (ii) discontinue access through said direct
access connection to the station until such work is performed by

In the event WMATA discontinues access to the station due to the failure of

to perform such maintenance and/or repair pursuant to this

paragraph, WMATA shall promptly restore such access upon completion of such:

-4 - R
mair;tenance and/or repair. After completion of constructic;:rx. of the dix;ct
access, spal]. not reconstruct or modify said‘dizect access
without the express prior written consent of WMATA. It is also agreed that
the direct access and the areas surrounding same shall at all times be
maintained and operated in full compliance with all applicable laws, codes
and oxd;inances and in a manner not to interfere with WMATA's operation of
its rapid transit system.

Signage. may locate a single sign above the direct

access connection indicating the name " Metro Plaza“".

Such sign shall conform to WMATA's requirements as to size, type and graphics
and shall be designed, fabricated and installed by subject to
WMATA's prior approval.

Indemnification of WMATA. shall defend, protect, indemnify

and hold harmless WMATA, its officers, agents, employees and contractors,
from and against any and all claims, liability, damage, cost and expense,
direct or indirect, incurred by reason of any act, or failure to act, of

, its officers, agents, employees, contractors and suppliers,
or any of them, under or in connection with this Agreement. This duty of

to defend WMATA shall include the duty to provide legal
representation for WMATA at own cost and expense, in actions,
suits and other legal proceedings against WMATA, arising from any such act,

or failure to act, of in connection with this Agreement.

Insurance. shall maintain personal liability coverage

against accidents amounting to $500,000 per individual and $1,000,000 in

the aggregate.
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Payment to WMATA. In consideration of WMATA's granting the right of

direct access to required to establish the herein described

direct access from the Metro Station to the (Project
Name ) v . shall pay rental -to WMATA as follows:-
Replacement and/or Modification of {Project Name) . No
change or alteration of the (Project Name) structure shall

affect the rights of the parties hereunder so long as any such change or alteration
does not alter, in a manner inconsistent with this Agreement, the direct access
or otherwise affect the parties' performance of and compliénce with this

Agreement. In the event the present {(Project Name)

structure is destroyed, altered or modified in such a way as to affect said

e -

direct access or the paxties"lpérfomance with this Agreement, s-hall
continue to .l';ave the right, but not the obligation, to construct and/or maintain,
in a manner consistent with thig Agreeme.n't, the direct access pr&ided,

however, that any construction, re«:le'sign,I relocation on other work necessary

to the construction of such entrance way shall -be:' subject to the Apptoval of

WMATA, such approval not to be unreasonably withheld.

All itenns and conditions with 'respect to this Agreement a'hre expressly

contained herein and the parties agree that no representative or agent of
. .
any party has made any representation or promise with respect to this
. « o

Agreement not expressly contained herein.

The provisions hereof shall inure to the benefit of and be binding upon
the parties hereto and their respective heirs, legal representatives

successors and assigns.

- § =
IN WITNESS WHEREOF,. . , General Partner, and
, a , General Partner,
by , General Partner, have affixed their hands
.and seals on behalf of - : and the

Washington Metropolitan Area Transit Authority has caused its corporate name

to be hereto subscribed and does hereby appoint ==--: -
its Assistant General Manager, as attorney-in-fact by and on its behalf to
acknowledge and deliver said Agreement,.-and has caused its corporate seal to

be here affixed and attested by Delmer Ison, its Secretary, this

day of , l982. . .

WITNESS

WITNESS

STATE OF MARYLAND (modify as' appropriate)
MONTGOMERY COUNTY, ss: .

. I, - , a Notary Public in and

for the aforesaid jurisdiction , do hereby certify that
and ‘Pa:tnezs, trading

as the , parties to a certain

Agreement and Contract for Access Rights bearing date of the day of

, 1982, and hareto annexed, persqnaliy

14 ¢



THE TRANSPORTATION RESEARCH BOARD is a unit of the National Research
" Council, which serves the National Academy of Sciences and the National Academy of En-
gineering. The Board’s purpose is to stimulate research concerning the nature and performance
of transportation systems, to disseminate information that the research produces,-and to en-
courage the application of appropriate research findings. The Board’s program is carried out
by more than 200 committees, task forces, and panels composed of more than 3,300 admin-
istrators, engineers, social scientists, attorneys, educators, and others concerned with transpor-
tation; they serve without compensation. The program is supported by state transportation and
highway departments, the modal administrations of the U.S. Department of Transportation,
the Association of American Railroads, the National Highway Traffic Safety Administration,
and other organizations and individuals interested in the development of transportation. B

The National Research Council was established by the National Academy of Sciences in
1916 to associate the.broad community of science and techholqu with the Academy’s purposes
of furthering knowledge and of advising the federal government. The Council operates in
accordance with general policies determined by the Academy under the authority of its congres-
sional charter of 1863, which establishes the Academy as a private, nonprofit, self-governing
membership corporation. The Council has become the principal operating agency of both the
National Academy of Sciences and the National Academy of Engineering in the conduct of
their services to the government, the public, and the scientific and engineering communities.
It is administered jointly by both Academies and the Institute of Medicine. i

The National Academy of Sciences was established in 1863 by Act of Congress as a private,
nonprofit, self-governing membership corporation for the furtherance of science and technology,
required to advise the federal government upon request within its fields of competence. Under
its corporate charter the Academy established the National Research Council in 1916, the
National Academy of Engineering in 1964, and the Institute of Medicine in 1970.
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