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	FTA Administrator Announces Resignation
Yesterday, in a farewell message to his employees, FTA Administrator James Simpson announced his resignation effective November 15, 2008.  Simpson, who has served as FTA Administrator since early 2006, played an active role in leading an ambitious effort to streamline and simplify the FTA's New Starts program.  While still a work in progress, with much more to be accomplished, he deserves credit for launching this much-needed effort.  In addition, under his watch, the FTA rolled out the Small Starts and Very Small Starts program, with two of our projects (Metro Rapid System Gap Closure Project and Wilshire Boulevard Bus Only Lane Project) getting high marks from Simpson and being recommended for federal funding.  

Simpson visited us last year and obtained a first-hand look at some of our projects under construction.  He was impressed with our burgeoning transit system and spoke highly of our progress to date on the Eastside project.  I want to express my personal appreciation to Administrator Simpson for his leadership, strong support of transit in general and Metro in particular and eagerness to work closely and cooperatively with us.
Metro Red Line Late Night Service
At the September Board meeting, the Board approved Mayor Villaraigosa and Director Parks’ motion to implementation a pilot program for expanding Metro Red Line nighttime service hours between North Hollywood and Union Station and to receive funding for this service by Friday, October 17, 2008.

Today, we received $54,250 from program sponsors to fund the Metro Red Line Late Night Service Pilot Project.  The funding will pay for the expanded nighttime service hours on the Metro Red Line that will take place on Friday and Saturday nights.  Extended service is set to begin on Friday, November 21, 2008 and run through Saturday, January 3, 2009.  Trains will run every twenty minutes with the last westbound trains leaving Union Station at 2:57 a.m. and the last Eastbound train leaving North Hollywood at 2:45 a.m.  

Program sponsors include Bringing Back Broadway, Staples Center, Los Angeles City Councilmembers, LA Live, Club Nokia, Universal Studios, 213 Ventures, Historic Downtown Business Improvement District, the Los Angeles Theatre, The Orpheum Theatre and many others.
Media Inquiry into Defeased Leasing

On Saturday, The Los Angeles Times may publish a major story about how the public transit industry nationwide is struggling with the American International Group (AIG) credit rating change and its impact on the defeased leasing program.  Encouraged by the FTA, 31 major transit properties in 18 states entered into the defeased agreements to sell and then lease back buses, rail cars and facilities to private equity investors (largely banks and leasing companies) who could enjoy depreciation tax benefits.  Most of these transactions occurred between 1997 and 2003 when Congress ended the program for public agencies.  AIG arranged financing for many of the deals.  
We did ten of these transactions – all of our rail cars, 1,100 buses, five maintenance facilities plus Patsaouras Plaza and the parking garage.  The property was worth $1.2 billion.  We gained $65 million that was used for a variety of transportation programs.  AIG is a participant in eight of our transactions.  In most of these they provide credit assurance to the equity investors in the form of guaranteed investment contracts and/or letters of credit.  Each of these contracts requires that we replace AIG when their credit ratings drop below “AA” within 60 days of the downgrade.  This occurred September 15, 2008 therefore we have until November 14, 2008 to find a solution or it will be in default.   An insurer will pay the investors but we would have to reimburse the insurer.  Worst case scenario, we could be on the hook for more than $1 billion if AIG went bankrupt and the bankruptcy court gave us an unfavorable ruling.  
Since so many large transit agencies are involved and millions of transit riders potentially could be impacted, we and representatives for the other transit properties such as Washington, Chicago, New Jersey, Atlanta, San Diego, BART and others are seeking federal legislative relief.  One option is for Treasury to guarantee payment to the equity investors, which should not be a burden because AIG has put up collateral to cover the payments.  There is no question the investors will be paid but, due to this technicality, they could insist on being paid up front for the leases and their tax credits, which would pose a serious challenge to any agency and would impact service.  

Expo Light Rail – Construction Notice

Starting Friday, October 24, 2008, 9:00 p.m. – 6:00 a.m. through Friday, February 27, 2009 an intermittent closure of the intersection of 23rd Street and Flower Street to all eastbound and westbound traffic in the Downtown corridor of the Expo Light Rail Line, as noted in the attached construction notice.

What:      Intermittent Street Closure

When:     Friday, October 24, 2008 through Friday, February 27, 2009.  

Where:   23rd Street will be closed at the intersection with Flower Street

Traffic Impacts:

· Flower Street will remain open to vehicular traffic.  When closure is implemented, no eastbound or westbound vehicular traffic will be allowed to cross Flower Street by using 23rd Street.

Local access will be maintained to all businesses, schools and residents.

Directional signage, electronic message boards and flagmen will be used to safely direct drivers around the construction zones in order to minimize the disruption to traffic.

(Construction schedules are subject to change due to weather conditions, unforeseen emergencies and other acts of nature.) 

Upcoming CEO Meetings & Events
Next week, I will be meeting individually with Directors Antonovich, Burke, Fleming, Villaraigosa, and Yaroslavsky.  In addition, I will be participating in the 7th Annual Mobility 21 Summit.
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