
MTA BOARD OF DIRECTORS MEETING
DECEMBER 4 2003

Los Angeles County

Metropolitan SUB.JECT: FINANCING PROPOSAL FOR DEFERRED
LOS ANGELES COUNTY STATE TRANSPORTATION
HIPROVEMENT PROGRAM PROJECTSTransportation

Authority

ACTION: RECEIVE AND FILE
One Gateway Plaza

Los Angeles , CA

90011

RECOMMENDATION

213. 922.6000
Receive and file report on financing proposal for deferred Los Angeles County
State Transportation Improvement Program Projects and take such related action
as the Board deems appropriate.

ISSUE

The MTA Board of Directors has requested that we update them on the previously
approved proposal to finance 17 deferred Los Angcles County State
Transportation Improvement Program (STIP) projects with Grant Anticipation
Revenue Vehicle (GARVEE) bonds and an AB 3090 process through the State of
California. Projects to be funded with GARVEE bond financing are as shown in
Attachment A , and projects to be funded with Proposition C revenue advances
and the State s AB 3090 process arc as shown in Attachment B.

Recently drafted guidelines from the California Transportation Commission
(CTC) have caused us to make some adjustments to the GARVEE financing
portion of the proposal so as to garner more favorable acceptance from the CTe.
The previously approved AB 3090/Proposition C funding advance portion of the
proposal remains unchanged from the original action brought to the MT A Board
of Directors and are now included on the consent calendar for approval at the
ere's December 11 , 2003 meeting.

POLICY D1PLICATIONS

As shown in Attachment A, the first five projects would go fo:r,vard for GARVEE
bond financing; the next four projects would be deferred to the 2004 STIP
process; and the last eight projects would be funded with federal funds that \vould
be freed up from increasing the size of the GARVEE bond-funded portion of the



The adjustments to the Los Angeles County GARVEE proposal will mean that four projects that
Caltrans (not the MT A) programmed in the STIP through the Interregional Transportation
Improvement Program (ITIP) process will no longer be included in the GARVEE bond finance
package. These four projects include Route 5 Western Avenue Interchange in Glendale; Route
134 Hollywood Way Interchange in Burbank; Route 134 Grade Separations on San Fernando
Road; and Route 105 North Bound Sepulveda Boulevard off-ramp widening.

Without GARVEE bond funding, the four ITIP projects will be deferred for up to four years
through the 2004 STIP process. As Caltrans and the CTC made the original discretionary
decision to fund these projects, we believed that it was up to the State to decide whether
GARVEE financing was appropriate. Faced with this argument , Caltrans has decided against
moving forward with these four projects at this time.

BA CKGROUND

On October 20 2003 the MT A Board of Directors approved a two-tiered priority list of deferred
Los Angeles County STIP projects for the CTC to consider for GARVEE bond financing. On
October 30 2003 , the CTC held three hearings: the first addressed a statcwide GARVEE bond
policy to guide the CTC in alJocating GARVEE bond finaneing; the second addrcsscd the
speeific Los Angeles County GARVEE bond proposal; and the third addressed the Los AngeJcs
County Proposition C advance funding proposal. After the first two CTC hcarings , it was clear
that the Los Angeles County GARVEE bond proposal would need to change in two respects , as
follows:

The minimum size of the projects proposed for bond financing would have to be
increased; and

The overall size of the bond~financing proposal would have to be reduced.

The third hearing simply placed the AB 3090/Proposition C advance funding proposal on the
consent calendar of the next CTC meeting.

FINANCIAL IMPACT

To accomplish GARVEE financing proposal changes , we have removed $15.4 million in non~
bond funds from the Route 5 Carpool Lane project from Route 118 to Routc J 4 , and we have
redistributed those funds to partially cover eight other projects , as follows:



Sponsor Project Description RIP
($OOOs)

Los An eles Centinela Avenue Widen $ 2 607
Vernon AtlanticlBandini Intersection Im rovements $ 2,437

Caltrans Route 1 Hu hes Terrace-Fi' i Wa , Widen $ 6 691
Caltrans Route 1 Hu hes Terrace-Se ulveda , Widen 078
Caltrans Route 10 C Dol Lane , fiber-o tic relocation 175
Caltrans Route 138 Lon view Rd-146t St E Widenin $ 5 755
Caltrans Route 210 C 001 Lane Miti ation $ 1 720
Caltrans Route 210 San Dimas Canyon-Towne Ave $ 1 500

Landsea e
Total $23 963

Beeause the $15. 4 million is not enough to cover the entire $24.0 million needed for the eight
projects above , we have identified $8.5 million in Regional Surface Transportation Program
(RSTP) funds that also can be provided. The additional RSTP funds can come from
reprogramming Call for Projects funding from projects that are not now ready-to-go.

Eliminating the four ITIP projects described previously in this report and reprogramming funding
from the Route 5 Carpool Lane project as described above results in the number of bond finaneed
projects being reduced from 17 to 5 , as well as the size of the bond proposal being reduced from
$188.2 m i lli on to $119.9 million. These changes will make the proposal much more attractive to
the CTC , and they also wiIJ fund immediately 13 of the 17 projects for which we set out to find
financing.

Again , the Proposition C funding advances in Attachment B needed for AB 3090 authorization
have not changed. The CTC has placed thi s part of the MT A proposal on the consent calendar
for its December 11 2003 mceting.

NEXT STEPS

The CTC will adopt a policy for GARVEE bond proposals at its next meeting on
December 11 2003. The latest draft of the policy, as shown in Attachment C , is much more
favorable to Los Angeles County than earlier drafts. When the new policy draft is coupled with
the ehanges to our GARVEE proposal described herein , the prospeets for CTC approval of the
proposal are greatly improved. Only the Route 90 Access Improvements project shown in
Attachment A is now at risk under the new CTC draft policy. A detailed map of the Route 90
project is shown in Attachment 0, We are working with the CTC members in an attempt to
retain the GARVEE financing approach for the Route 90 project , and we win return to the MTA
Board of Directors with an alternate plan in February 2003 if we are unsuccessful.



With the CTC expected to approve the AB 3090/Proposition C funding advance part of the
proposal on December 11 2003 , as part of its eonsent calendar, it is imperative that all Los
Angeles County project sponsors be mindful of the fact that they will have one year to award
construetion contracts. If contracts are not awarded within one year, the county share repayment
would lapse until the next county share period -- a four-year funding delay.

On November 26 2003 the Governor announced to a Special Session of the State Legislature
further budget red uctions and transfers of transportation funds of approximately $530 million in
fiseal year and $403 million in FY 2005 from the Ca1trans budget. If these actions are indicative

of a trend , then severe revenue reductions to the State Transportation Improvement Program
(STIP) will occur. Reductions in the STLP would most likely delay the MT A GARVEE bond
proposal for at least one year. MT A staffwill update the Board on recent developments at the
December meeting as more information emerges from the Special Session of the State
Legislature and the Office of the Governor.

A TT ACHM ENT(S)

Attachment A - Los Angeles County Summary ofSTIP Projects Programmed for Allocation in
FY 03-04 (GARVEE Bond)

Attachment B"- Los Angeles County Summary of STLP Projeets Programmed for Allocation in
FY 03-04 (AB 3090)

Attachment C - Draft Policy on GARVEE Bonding

Attachment D -- Route 90 Access Improvements Map

Prepared by: David Yale , Director of Regional Programming
Programming & Poliey Analysis
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ATTACHMENT C

Draft Policy on GARVEE Bondin$:!

. Project Selection. The California Transportation Commission will seleet projects for
accelerated construction through the use of Grant Anticipation (GARVEE) bonding.
The selection will be made through the programming process for the State
Transportation hnprovement Program (STIP) and the State Highway Operation and
Protection Program (SHOPP). The Commission will select projeets that are major
improvements to corridors and gateways for interregional travel and goods
movement. Major improvements may include projects that increase capacity, reduce
travel times , or provide long-life rehabilitation of key bridges or roadways.

. Debt limit. The Commission will limit annual GARVEE debt scrviee to 15 percent of
qualifying Federal revenues. This limit will be ealculated on the basis described in
Section 14553.4 of the Government Code (i. , 15 percent of the total amount of
Federal transportation funds deposited in the State Highway Aecount for any
consecutive 12 month period within the preeeding 24 months).

Excerpt from: 2004 Draft STIP Guidelines
Policies and Procedures Specific to the 2004 griP

Selection of projects for GARVEE bonding. The Commission may select STIP
projects proposed in either an RTIP or the ITIP for accelerated construction through
GARVEE bonding. With the agreement of the agency that proposed the projeet , the
Commission may designate a project for GARVEE bonding even if the original RTIP
or ITIP did not specifically propose GARVEE bonding. The Commission may also
select projects programmed in the SHOPP for accelerated construction through
GARVEE bonding.

Project criteria for GARVEE bonding. The Commission will select projects for
GARVEE bonding that are major improvements to corridors and gateways for
interregional travel and goods movement, especially projects that arc too largc
to be programmed within current county and i ntelTcgi anal shares or the
SHOPP on a pay-as-you-go basis. The Commission s expectation is that
generally, these will be projects that require bond proceeds exceeding $25
million. Major improvements may include projects that increase capacity,
reduec travel time, or provide long- life rehabilitation of key bridges or
roadways.

a Nomination of projects for GARVEE bonding. In its RTIP , a regional agency
may propose a project for GARVEE bonding or may provide alternative
funding proposals , depending on whether a particular project is selected for
bonding. In any case , a decision of the Commission not to program a project
for GARVEE bonding does not constitute a rejection of the RTIP. In the
ITIP , the Department may propose projeets for GARVEE bonding or provide
alternative funding proposals.



ATTACHMENT C

Expeetations for 2004 STIP. The Commission will approve its first bond sale in
January 2004. The Commission anticipates that it will authorize additional
bond sales whenever it has allocated a sufficiently large amount of bond
proceeds to warrant a sale , probably no more frequently than once each year.
Each bond will be struetured for debt service payments over a term of no more
than 12 years. For the 2004 STIP and SHOFF , the Commission intends to
consider GARVEE bonding up to an annual debt service 1imit of 10 percent of
Federal revenues (2/3 of its long-term policy limit). This would include
projeets seheduled for delivery at any time during the five-year STIP period
(through FY 2008-09).

Non-Federal share. GARVEE bonds cover only the Federally-funded portion of
a projeet's east (generally 88% percent). GARVEE bonding in California is
structured so that the State s future Federal transportation apportionments
cover all debt service payments. This requires that the entire non-Federal
portion of project cost be provided up front on a pay-as-you-go basis.
Because of the State s reeent cash flow shortage, the availability of local non-
STIP funds to cover the non-Federal match has been a critical clement in
approving projects for inclusion in the January 2004 bond sale. However, the
ability of a local agency to contribute non- STIP funding will not be a major
criterion in the future selection of projects for GARVEE bonding. The non-
Federal portion of project costs will be programmed within current STIP and
SHOPP capacity.
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