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SUBJECT: CONGESTION REDUCTION DEMONSTRATION PROJECT (LA CRD):
LEASE AGREEMENT IN SUPPORT OF EL MONTE TRANSIT CENTER
ACTION:

APPROVE LEASE AGREEMENT FOR FORMER GUNDERSON
CHEVROLET PROPERTY, 3333 SANTA ANITA AVENUE, EL MONTE,
CALIFORNIA

RECOMMENDATION
Authorize the Chief Executive Officer to:
A.

Execute a two-year lease with the El Monte Community Redevelopment Agency
("ELCRA")for the rental of the former Gunderson Chevrolet property located at
3333 Santa Anita Avenue in El Monte, California, commencing September 25,
2009 and ending September 25, 2011 at a monthly rental cost of $64,583 per
month. The lease may also be extended by one or more six-month options, if
required, subject to the mutual consent of both the LACMTA and ELCRA.

B.

Provide a loan to the ELCRA in an amount not to exceed $450,000 for the actual
and reasonable expenses associated with the demolition of the existing site
improvements and restoration of the property for temporary commuter parking
(the "Demolition Loan"). The Demolition Loan shall be due and payable in full on
September 25, 2011 and repaid by the ELCRA with a balloon payment
consisting of all outstanding principal and interest at that time. The outstanding
principal shall bear interest at the rate of 1% per annum. The Demolition Loan
shall be secured by the ELCRA1slocal return portion of Proposition A,
Proposition C or Measure R funds; and

C.

Approve programming of previously unprogrammed TCRP funds to be used for
the Demolition Loan to ELCRA.

RATIONALE
At its February 2009 meeting, the Board of Directors approved a life of project (LOP)
budget for the El Monte Busway Improvements and Transit Center Expansion project, a
project which is funded b y the Los Angeles Region Congestion Reduction

Demonstration Initiative (LA CRD). The project scope includes two primary transit
enhancements, construction of a new and expanded El Monte Transit Center, and
construction of a new passenger station connecting the El Monte Busway to the
Patsaouras Transit Plaza. This item solely relates to the El Monte Transit Center
project.
Preliminary engineering for the El Monte Transit Center project is scheduled to be
completed in October 2009, at which time procurement documents for a designlbuild
contract will be released for open bidding. Initial construction activities are scheduled to
start as soon as February 2010, and the first phase of the project will be to construct a
temporary El Monte Bus Terminal. The temporary terminal is required to continually
operate transit service while the existing terminal is demolished and the new transit
center is constructed. The temporary terminal will be constructed on the existing
commuter parking lot directly southeast of the current terminal, and will temporarily
displace approximately 452 commuter parking spaces. In addition, the existing parking
lots west and north of the Metro parking structure will be closed during construction of
the new transit center, which results in an additional loss of 379 commuter parking
spaces. All totaled, the temporary loss of commuter parking during construction will be
831 spaces.
In order to continue delivery of high quality transit service during the construction
period, Metro is proposing to temporarily replace the displaced commuter parking
spaces using a combination of Metro properties and the former Gunderson Chevrolet
property, located adjacent to and south of the existing terminal. The Gunderson
property is currently controlled by the ELCRA under a lease with the El Monte
Development Company. As part of this action, Metro proposes to be a subtenant to the
ELCRA, utilizing the property as temporary commuter parking for a period of two years,
from September 25, 2009 to September 25, 2011.
The Gunderson property is located immediately adjacent to and south of the existing
terminal and LACMTA1sDivision 9, and contains in the aggregate, approximately
158,400 square feet of land (3.6 acres). The property is currently developed with four
structures that were previously used as a car showroom and maintenance shops. The
unique advantage to leasing this site is that it can be integrated with an existing
122,400 square foot property already owned by LACMTA, which will result in a 280,800
square foot (6.4 acres) parcel that can be developed to accommodate up to
approximately 871 temporary commuter parking spaces (40 more than were displaced).
In order to facilitate demolition of the former automotive dealership buildings and
improve the subject property for temporary commuter parking, Metro proposes to loan
$450,000 to ELCRA for the sole purposes of demolishing the site buildings and
improving the property for parking (i.e. paving, drainage, lighting, fencing, signage, etc.).
LACMTA is not responsible for any costs associated with potential contaminated soils
or any environmental issues regarding the site's former use as an automotive
dealership. The Demolition Loan shall be repaid by the ELCRA with a balloon payment
consisting of principal and interest at the end of the initial term of the Lease (two years).

The outstanding principal shall bear interest at the rate of 1% per annum. The
Demolition Loan shall be secured by the ELCRA1slocal return portion of Proposition A,
Proposition C or Measure R funds.
The total lease cost over the two-year period is estimated to be approximately $1.5
million. If the action is approved, the monthly rent of $64,583 will commence October 1,
2009. Additionally, if after the two year term the ELCRA and LACMTA agree to extend
the agreement by one or more six-month options, the monthly rent will be set at
$62,000 per month.
A term sheet defining the terms and conditions of the lease and loan agreements
between Metro and the ELCRA is included as Attachment A. The form of the
agreements shall be subject to County Counsel review and approval.
Although Board approval of the Gunderson lease and ELCRA loan is now requested,
final execution of all lease and loan documents with ELCRA shall be contingent on first
receiving FTA approval of the NEPA environmental clearance document for the El
Monte Transit Center. The final environmental documents were submitted to FTA on
August 21, 2009, and approval is expected by the end of September 2009.
FINANCIAL IMPACT
The funding for the two-year lease agreement is included in the FYI0 budget in
CP#202286 El Monte Busway lmprovements and Transit Center Construction project in
Cost Center 3340. Since this is a multi-year project, the cost center manager and Chief
Operations Officer will be responsible for budgeting project costs in future years.
Impact to Bus and Rail Operatina and Capital Budget
The source of funds for the El Monte Busway lmprovements and Transit Center
Construction project is a combination of federal and local funds and is part of the
Congestion Reduction Demonstration Project. These funds are not eligible for bus and
rail operating and capital expenditures.
The TCRP funds proposed to be loaned to ELCRA for demolition and site restoration
purposes are eligible for bus and rail operating and capital funds and have been
programmed to future projects in the Long Range Transportation Plan. However, these
funds will be paid back by ELCRA in full, plus 1% interest, upon expiration of the lease
on September 25, 201 1.
Rental Value Analvsis
The ELCRA retained an independent fee appraiser to appraise the fair market ground
rental of the Gunderson Property. The appraiser determined the rental rate to be
$71,000 per month based on a 10% return and a land value of $8,530,000 or
$55.00/sq. ft. LACMTA Real Estate staff reviewed the ELCRA appraisal and conducted
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research of industrial sales in El Monte which were comparable to the Gunderson Site.
The staff appraiser concluded that a land value ranging from $6,975,000 to $7,750,000
($45 to $50/square foot) was more reasonable in the current economic climate. He
also was of the opinion that the estimated rate of return of 10% appeared excessive
considering the current depressed real estate market and that a 6% to 7% rate of return
would be more reasonable in the current market. The staff appraiser concluded that
the monthly rental rate should be in the range of $35,000 to $45,000 per month instead
of $71,000 per month.
ELCRA indicated that they are required to pay $60,000 per month to the owner of the
Gunderson Property and that they must collect at least that amount in order to permit
LACMTA to use the property. After considering the existing lease rate that ELCRA is
required to pay and to cover ELCRA's costs for carrying the lease since July 1, 2009,
agreement was tentatively reached for LACMTA to pay a monthly rental rate of
$64,538/month. This rate is between the two opinions of value and is based on the
current rent that is paid by ELCRA.

ALTERNATIVES CONSIDERED
Staff conducted a thorough review of available sites within the immediate vicinity of the
El Monte Transit Center, including properties owned or controlled by the City of El
Monte as well as sites available for lease andlor sale on the open market. Based on
staff's review, the Gunderson property is the only property that is located adjacent to
the transit center and does not require operation of off-site parking arrangements (such
as shuttles). Further, the property is located adjacent to property already owned by
LACMTA, and can be temporarily "annexed" to provide a continuous temporary parking
lot immediately adjacent to the temporary transit terminal. In addition, based on the
availability of the property, the location of the property, and Metro's review of
comparables in the immediate area, the proposed rental rate is within the market rate
for comparable properties.

NEXT STEPS
Upon execution of the Lease Agreement and the loan documentation, the ELCRA will
commence with demolition and improvement of the subject property. Upon completion
of the improvements, which is currently scheduled for December 2009, LACMTA will
commence operations of the site for temporary commuter parking.

ATTACHMENTS
Attachment A: Term Sheet

Prepared by: Tim Lindholm, Director of Capital Projects, Facilities-Operations
Velma C. Marshall, Deputy Executive Officer - Real Estate

CRDP: Gunderson Chevrolet Lease

Carolyn ~l&ers
Chief Operations

,

7

fficer

y Management and Development

Arthur T. Leahy
I
Chief ~xecutiveOfficer

CRDP: Gunderson Chevrolet Lease

ATTACHMENT A

FORMER CHEVY SITE SUBLEASE
EL MONTE TERM SHEET
Lessee:

Los Angeles County Metropolitan Transportation Authority ("LACMTA")

Lessor:

El Monte Community Redevelopment Agency (the "Agency"), or assignee
of the Agency.

Premises:

3333 Santa Anita Ave, El Monte, CA 91731 (site plan attached)

Lease:

LACMTA will occupy the Premises under a written sublease with the
Agency (the "Lease") which contains provisions as outlined in this Term
Sheet. The Agency shall maintain its current ground lease with option to
purchase (the "Ground Lease") with the fee owner of the Premises, El
Monte Development Company (the "Ground Lessor") during the term of
the Lease. The Ground Lessor has granted the Agency an option to
purchase the fee interest in the Premises during the term of the Agency's
Ground Lease. LACMTA shall consent to the exercise by the Agency of
the option to purchase the Premises at any time during the term of the
Lease. LACMTA shall upon the request of the Agency consent to the
assignment of the Ground Lease by the Agency to a third party assignee
at any time during the term of the Lease; provided such third party
assignee issues a non disturbance acknowledgement in favor of
LACMTA in a form reasonably acceptable to LACMTA.
The Agency shall cause the Ground Lessor to consent to the Lease and
to issue a non disturbance acknowledgement in favor of LACMTA in a
form reasonably acceptable to LACMTA.

Term:

Two (2) years commencing on September 25,2009. If the Agency
determines that continuing use of the Premises by LACMTA does not
interfere with the redevelopment and reuse of the Premises by the
Agency as part of the El Monte Transit Village project, the Agency may
grant LACMTA one or more six (6) month options to remain on the
Premises, subject to the mutual agreement of the parties, until such time
as such redevelopment and reuse of the Premises by the Agency is
ready to proceed. In the event that at the end of the initial two (2) year
period or any consented extension of occupancy of the Premises by
LACMTA the Agency determines, that the Agency cannot further extend
the occupancy by LACMTA of the Premises, LACMTA shall relocate its
temporary occupancy of the Premises to another location without cost or
expense to the Agency.

Rent:

Sixty Four Thousand Five Hundred Eighty Three Dollars and 00 cents
($64,583.00)
per month, commencing on September 25, 2009.

Conditions of Premises:

Except with respect to hazardous substances which may be present on
the Premises, LACMTA shall accept the possession of the Premises
from the Agency under the Lease in an "AS IS", "WHERE IS", "SUBJECT
TO ALL FAULTS" condition.
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Premises Environmental
Remediation:

LACMTA and the Agency shall jointly develop a plan for conducting a
Phase II environmental site investigation of the Premises based upon the
Phase I Report of the Premises obtained by the Agency. LACMTA and
the Agency shall jointly approve the scope of the Phase II environment
site investigation and shall jointly approve a plan of further investigation
or action based upon the results of such Phase I1environmental site
investigation of the Premises. LACMTA shall participate in these
activities; provided, however, the cost for Phase II environmental site
investigation shall be at Agency's sole cost and expense.
In general, LACMTA shall not be responsible for the remediation of any
hazardous substance condition whose source of release is the Premises
or which is otherwise present in any structure on the Premises, which
predates possession of the Premises by LACMTA. LACMTA shall be
responsible for any environmental condition remediation work caused by
LACMTA or its contractors in the use of the Premises during the term of
the Lease.

Demolition and
Construction of
Temporary Improvements:

Demolition and
Construction Loan:

CaltranslFHWA approval:
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LACMTA shall be responsible for the preparation of one or more plans for
(A) the demolition of all existing buildings and (B) improvement of the
Premises for temporary use as a public mass transit commuter parking
lot and/or public mass transit bus parking lot (collectively, the "LACMTA
Plans"). The Agency shall approve each LACMTA Plans in its discretion.
After mutual execution of the Lease by LACMTA and the Agency, the
Agency shall be responsible for the demolition of all existing buildings on
the Premises and performing the improvement work in accordance with
the LACMTA Plans approved by the Agency. LACMTA shall have the
right to inspect the Agency's work at any time. Agency shall remain
responsible for the remediation of all pre-existing hazardous substances
on site which may be encountered during the course of such temporary
improvement work. If the Agency does not turn over the Premises to
LACMTA on or before December 15,2009, then the monthly rent shall be
100% abated until such time the Agency turns over to LACMTA the
Premises with the completed parking lot constructed in accordance with
the LACMTA Plans.

LACMTA shall loan the Agency an amount not to exceed $450,000 for
the actual and reasonable expenses associated with the demolition of the
existing buildings and the construction of the parking lot in accordance
with the LACMTA Plans (the "Demolition Loan"). The Demolition Loan
shall be due and payable in full on September 25, 2011 and repaid by the
Agency in a balloon payment consisting of all outstanding principal and
interest. The outstanding principal shall bear interest at the rate of 7%
per annum. The Demolition Loan shall be secured by the Agency's local
return portion of Proposition A, Proposition C or Measure R funds.
The commencement of possession of the Premises by LACMTA under
the Lease shall be subject to obtaining Caltrans and FHWA approval for
replacement commuter parking of at least 400 vehicles on the Premises
or on other lands owned or controlled by Caltrans and/or LACMTA.

Form of Lease:
Use of Premises by
LACMTA:

Utilities:

Reservation of Community
Sign Site:

Design Review for
Temporary Improvements:

Brockway Access
Connection:

Premises Operation:

LACMTA shall prepare the form of the Lease.
Vehicular parking for public mass transit patrons of the El Monte Transit
Center and bus parking for LACMTA bus division.
LACMTA shall provide for the necessary utilities to be installed for its
operation of the Premises. Utilities used by LACMTA on the premises
shall be separately metered and charged to LACMTA.
The Lease shall contain provisions which allow the Agency to retain
possession and access upon reasonable prior notice, to a community
message board sign site with ground surface dimensions of 25 feet by 25
feet along the south line of the Premises at a location to be designated by
the Agency. The Agency shall indemnify LACMTA for any costs or
expenses arising from the community message board sign.
Subject to the applicable concurrence of Caltrans andlor the FHWA with
respect to temporary commuter parking use on the Premises, LACMTA
shall prepare at its cost and expense, and the Agency shall approve the
design of all proposed temporary improvements on the Premises, and
such approval shall not be unreasonably conditioned, withheld or
delayed. LACMTA shall be solely responsible for the preparation of the
design, construction, financing, management and operation of such
parking lot improvements
LACMTA shall cooperate with the Agency during the term of the Lease to
design, develop and obtain financing for the dedication and improvement
of a roadway connection between Brockway and the El Monte Transit
Station; provided, however, such cooperation shall not be deemed to
require LACMTA to contribute funds to such roadway connection. Such
roadway connection design shall include consultation among Caltrans,
Foothill Transit and the City to develop alternate bus and roadway access
to the El Monte Transit Station from Brockway and provide for vehicle
traffic mitigation enhancements on Santa Anita and the 1-10 Freeway.
Except for the Community Sign Site, if applicable which shall be the
expense of the Agency, during the term of the Lease, LACMTA shall be
responsible for all other necessary maintenance, security and safety of
the Premises.

This Term Sheet sets forth general conditions upon which the Agency is willing to consider negotiating a
lease with LACMTA. This Term Sheet is not a binding agreement and does not create any binding rights
or obligations for either party, nor does it preclude the Agency from negotiating with other parties with
respect to a lease or the disposition of the Premises to a third party. Only a fully executed Lease between
LACMTA and Agency shall bind the parties and neither party shall have any obligation to execute any
Lease.
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