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ISSUE
On June 22, 2017, the Metro Board of Directors approved the adoption of the Measure
M Master Guidelines (Guidelines), with two amendments and five approved motions (as
detailed in the recap in Attachment A). Metro staff has revised the Guidelines to comply

with the Board actions (provided herein as Attachment B).

DISCUSSION

Following a presentation by the Policy Advisory Council and extensive public comment,
the Guidelines were approved by a unanimous vote of the eleven Board Directors
present for the June 2017 Board Meeting. In response to some of the comments, the
Board approved some changes to the Guidelines, as well as some direction for
administrative procedures that will be developed.

The Guidelines as presented in Attachment B to the June Board Report showed strike-
through and underline to highlight revisions from the draft version presented to the
Board in March 2017. The Guidelines provided as Attachment B to this Board Box
incorporate the June Board actions, while removing the revision tracking. Changes
from the Board are highlighted yellow in this version {as described below), but color
highlights will be removed for public distribution and future use.



Changes to the Guidelines

The following changes were made to the Guidelines, with page numbers indicated for
both the attached version and the June 2017 Board Report version:

Pursuant to the Krekorian amendment, the allocation for ADA and senior/student
discounts will be 75% and 25%, respectively, as noted on p. 68 and 69
(previously p.70 and 71);

Pursuant to Motion 38.1 (Directors Hahn, Butts and Garcia) “case by case”
language was added on p. 29 (previously p. 31 and 32);

Pursuant to Motion 38.2 (Directors Garcetti and Butts) three additional “Eligible
Project” criteria were added, and the timeline for procedural development was
reduced to 6 months on p. 51 (previously p. 54); and

Pursuant to Motion 38.3 (Directors Garcia, Bonin, Solis and Hahn) *level of
service” was removed from the “Traffic Congestion Relief Improvements” section
at the bottom of p. 32 (no yellow highlight as this change is a deletion; previously
p. 35).

All other approved Board actions for Guidelines will be addressed as part of the
Administrative Procedures development.

NEXT STEPS

Metro staff has begun work on the Administrative Procedures for the Guidelines in order
to comply with the timelines provided. Staff will develop these procedures in concert
with the Policy Advisory Council.

ATTACHMENT

Attachment A — Recap of the Regular Board Meeting Agenda for ltem 38 Motions

(June 22, 2017, p. 12-14).

Attachment B — Measure M Master Guidelines



Attachment A

(ltem 32 — continued from previous page)

35.

36.

38.

E. AUTHORIZING the Chief Executive Officer, or their designee,
to negotiate and execute all necessary agreements between
LACMTA and the LADOT; and

F. AUTHORIZING the Chief Executive Officer, or their designee,
to negotiate and execute all necessary agreements between
LACMTA and the PVPTA for funding approval.

SUBJECT: LEASE OF METRO PROPERTY FOR CROSSROADS 2017-0147
SCHOOL FOR ARTS & SCIENCES

AUTHORIZED the Chief Executive Officer (CEO) to execute a seven (7)
-year lease agreement (“Lease Agreement”) with The Crossroads School
for Arts & Sciences, (“Crossroads”) to continue leasing Metro-owned
property located adjacent to the Expo Light Rail Line, near 17th Street and
Colorado Avenue, in Santa Monica (“Premises”). Anticipated total rent
income over the 7-year lease term is $1,974,000.
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SUBJECT: 1ST AND LORENA JOINT DEVELOPMENT 2017-0301

AUTHORIZED ON CONSENT CALENDAR the Chief Executive Officer to execute an
amendment to the Exclusive Negotiations and Planning Agreement with A Community
of Friends to extend its term for an additional 24 months, for the joint

development of Metro-owned property at 1st and Lorena Street along the

Metro Gold Line Eastside Extension.

SUBJECT: MEASURE M MASTER GUIDELINES 2017-0280
APPROVED AS AMENDED:

A. RECEIVED AND FILED report from the Policy Advisory Council (PAC)
on the Draft Measure M Master Guidelines (Attachment A);

B. ADOPTED the Measure M Master Guidelines; and

(Continued on next page)
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(Item 38 — continued from previous page)

38.1

38.2

C. AUTHORIZE the Chief Executive Officer to enter into
Memorandums of Understanding (MOUs) and Assurances and
Understandings with Included and Eligible Municipal Operators,
Metrolink, Access Services and Los Angeles County jurisdictions
for Measure M funding allocations and distribution, consistent with
applicable Measure M Guideline provisions.

Amendment by Solis to remove the following text under “3% Local
Contribution to Major Transit Projects” (page 4, bullet 4 of the report):
“...this may include assignment of this obligation to the Supervisorial
District in which the project is located.”

Amendment by Krekorian that on pages 70 and 71 of the quidelines, the allocation
methodology for ADA and student discounts be locked in at 75% ADA and 25% student
discounts.

SUBJECT: SUBSTITUTE MOTION BY HAHN, BUTTS AND GARCIA 2017-0443
REGARDING MEASURE M REVISED LOCAL RETURN
GUIDELINES

TO AMEND the Measure M Guidelines to allow for consideration of projects

that fall outside of the “1 mile restriction” in the Highway Operational Improvement
Sub-funds Category on a case-by-case basis. The process should be included in the
administrative procedures for Multi-year Subregional Programs.

SUBJECT: MOTION BY DIRECTORS GARCETTI AND BUTTS 2017-0453
REGARDING MEASURE M MASTER GUIDELINES
- VISIONARY PROJECTS

DIRECTED the CEO to:

A. Allow private organizations to be eligible for Visionary Project Seed
funding for predevelopment purposes. An MTA policy shall be
established to oversee the use of these funds.

B. To maximize pioneering transportation solutions, include under the
“Eligible Projects” section, the following criteria:

1. Connectivity to major trip generators

2. Use new and innovative technology solutions, beyond transit
solutions.

3. Provides innovation and reduces project costs compared to
conventional delivery methods.

C. Allow the use of unsolicited proposals using MTA existing policies.

D. The criteria and selection process shall be developed and
adopted within 6 months.
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38.3 SUBJECT: SUBSTITUTE MOTION BY GARCIA, BONIN, SOLIS AND  2017-0459
HAHN REGARDING MEASURE M MASTER GUIDELINES
HIGHWAYSUBFUNDS

AUTHORIZED Metro to:

A. remove any reference in this section of the guidelines to “Level of Service”.
We intend that, in accordance with Metro’s Complete Streets policy, Multi-
Year Highway Subfunds shall prioritize the movement of people traveling
on foot, by bike, or by transit, in addition to automobile travel, in order to
optimize the safe movement of people by all modes.

B. allow the Gateway Cities COG to discuss and prioritize Active Transportation
and Complete Streets during the Measure M Guidelines Administrative
Development, including a report back to the Board of Directors at the
conclusion of the development of these procedures.

C. direct Metro staff to include Active Transportation and Complete Streets,
Innovative Mobility Technology, and Greenways in
the Measure M Guidelines Administrative Development for the Highway
Subfund 2% System Connectivity Projects, including a report back to the
Board of Directors at the conclusion of the development of these
procedures.

38.4 SUBJECT: MOTION BY GARCIA, BUTTS AND HAHN REGARDING 2017-0460
MEASURE M MASTER GUIDELINES - 3% LOCAL
CONTRIBUTION FOR TRANSIT SYSTEM
CONNECTIVITY PROJECTS

AUTHORIZED Metro, during its continued development of

Measure M Master Guidelines noted in the guidelines’ Attachment D, to
Metro develop further options for the identification and utilization of
funding sources, separate from Local Return, that could be available to
any local jurisdictions to partially or fully fund the 3% local match for those
major transit projects designated for system connectivity purposes.

38.5 SUBJECT: MOTION BY SOLIS, FASANA, RIDLEY-THOMAS, 2017-0467
HAHN, GARCIA AND BARGER

AUTHORIZED expansion of the Highway Sub-Fund eligibility to include state highways
that have been or will be relinquished to local jurisdictions.
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ATTACHMENT B

®, Metro

MEASURE M
FINAL

GUIDELINES




Introduction

On June 23, 2016, the Metro Board of Directors approved the Los Angeles County
Traffic Improvement Plan Ordinance (#16-01, the “Ordinance”). This Ordinance, known
as Measure M, was approved by more than 71% of voters at the November 8, 2016
general election. As a result, the projects and programs in the Expenditure Plan of the
Ordinance have been approved and must now be implemented accordingly.

Measure M is far more comprehensive and ambitious than Measure R. The Guidelines
must address all aspects of administering and overseeing Measure M. For this reason
the oversight of Measure M is also more complex. The attached master guidance was
prepared for a comprehensive and balanced approach for all elements of Measure M.
Primary topics include: Administration and Oversight; Audits; Assessments and
Amendments; Cashflow, Transit Operations and Other Designated Operational
Funding; Multi-year Subregional Programs; Local Return; and State of Good Repair.

The success of Measure M will be built upon the diverse and committed coalition that
supported its passage, and efficacy of the Measure M plan provisions as they impact
our various constituencies. The Metro Board and its staff are uitimately accountable to
the people of Los Angeles County. It is with this consideration, that we present these
Measure M Guidelines.
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l ADMINISTRATION & OVERSIGHT

Evolving framework

As master guidance, this document provides the overarching framework for the management
and oversight of Measure M and its component elements. In several cases, more detailed
processes and/or procedures will need to be developed for the actual administration of the
program elements, and timelines for those details are noted throughout. Those detailed
processes/procedures will be developed and revised separately, as required to adjust to
changing circumstances over time.

The Guidelines recognize the potential cross benefits and synergies between the different
funding programs and will encourage a comprehensive approach to project development and
delivery to ensure maximum benefits.

Ordinance background

Measure M was approved by the voters of Los Angeles County on November 8, 2016 to
improve transportation and ease traffic congestion consistent with the Measure M Ordinance
#16-01.

OVERSIGHT

Metro staff developed a Selection Process to address the Measure M Ordinance requirements

for the Independent Taxpayer Oversight Committee, comprised of seven voting members
representing the following areas of expertise:

A. A retired federal or state judge.

B. A professional from the field of municipal/public finance and/or budgeting with a
minimum of ten {10) years of relevant experience.

7 A transit professional with a minimum of ten (10) years of experience in senior-level
decision making in transit operations and labor practices.

D. A professional with a minimum of ten (10) years of experience in management and
administration of financial policies, performance measurements, and reviews.

E. A professional with demonstrated experience of ten (10) years or more in the
management of large-scale construction projects.

F. A licensed architect or engineer with appropriate credentials in the field of

transportation project design or construction and a minimum of ten (10) years of
relevant experience.

G. A regional association of businesses representative with at least ten {10) years of senior-
level decision making experience in the private sector.

Additional information is available on the Metro website.



TIMELY USE OF FUNDS

Given the objective of Measure M to improve transportation, transit service and ease traffic
congestion in the region, the timely use of funds is a foundational principle throughout these
Guidelines. It is the fiscal responsibility of Metro to ensure that Measure M sales tax revenues
are spent according to the requirements of the Ordinance as quickly as possible to realize the
benefits of the Measure M Expenditure Plan as promised for the people of Los Angeles County.

Project Readiness

Part of Metro’s obligation to ensure timely use of Measure M funds is to define and encourage
project readiness in order to move projects forward in a timely manner. Because sales tax
revenues are accrued over time, the capacity to fund multiple projects and programs
necessitates sequencing over multiple years. This sequencing is reflected in the project and
programs lists that comprise the Measure M Expenditure Plan.

That said, individual projects will need to move forward within a managed cashflow process as
outlined in the Cashflow Management section of these Guidelines. Part of that process is built
on an assumption that projects or programs will obligate Measure M funds at the time they are
ready to use them. As a result, “project readiness” criteria have been established for several
Measure M programs, and are noted as such in the Guidelines.

Lapsing Requirements

Once funds are obligated, they need to be expended for the purposes assigned. Recipients
must comply with specific lapsing requirements, like those set forth in the Local Return
Guidelines. When not specifically set forth in the Guidelines, fund-lapsing rules will be adopted
by the Metro Board hereafter. Processes for lapsing will also include an option for extensions
on a case-by-case basis, accompanied by adequate documentation of justification of the need
for the extension request.

PROJECT ACCELERATION

The Ordinance allows for project acceleration. As compared to projects that are delayed due to
unavailable funding, environmental clearance issues, litigation, or other considerations the
Metro Board may consider project on, but not limited to the following:

. Available local funding such as supplemental local sales tax ballot measure, local
toll/farebox revenues or special district tax increment financing;

° Available private investment when funding assumes such P3 investment;

. Elements that determine use of available federal/state discretionary funding;

. Opportunity to combine two or more projects to achieve economy of scale and

minimize impacts of multiple back-to-back construction over a long period of time; and



. Ease of property acquisition or use due to available rights-of-way and/or municipal or
Metro-owned properties.

Additional acceleration, discussed hereinafter, requires the approval by 2/3 vote of the Metro
Board and cannot delay any other Expenditure Plan project or program beyond the dates
contained in the Expenditure Plan.

The most direct way to incorporate additional acceleration to deliver projects more quickly
than the schedules listed in the Ordinance Attachment A relates to Metro’s “Operation Shovel
Ready,” detailed in January 2016. As part of this program, Metro will aggressively move
forward in bringing major transit and highway projects closer to the implementation stage.
Bringing these projects to a "shovel-ready" state allows Metro to take advantage of potential
opportunities that may develop and allow the projects to advance into the design and
construction stages sooner rather than later. As stated in the report to the Board:

"‘Operation Shovel Ready’ potential opportunities may include those related to funding, grants,
private sector participation and local community support. If these projects are not advanced to
a shovel-ready state, Metro may not be able to take advantage of future, unexpected
opportunities. Moving these projects closer to a shovel-ready state does not necessarily mean
that they will all move immediately into the construction stage. However, they will get done
sooner when funding becomes available and are ready to start quickly.”

This concept will also be used as part of these Measure M Guidelines.

COST CONTAINMENT POLICY FOR EXPENDITURE PLAN MAJOR PROJECTS

It is essential that costs be managed and controlled to ensure delivery of Measure M Major
Projects. It is expected that all Major Projects are managed to the approved budget and
schedule within the Expenditure Plan.

The objective of the cost management policy and process is to ensure the prompt development
and consideration of project cost alternatives that genuinely address the cost controls
necessary to successfully deliver all Measure M transit and highway Major Projects. First and
foremost is that no project will receive Measure M funds over and above the amount listed in
the expenditure plan except under the following circumstances:

A) The cost is related to inflationary pressures, and meets the requirements for the
Inflation related Contingency Fund provisions provided under the Ordinance. These are
addressed in the Contingency Fund Guidelines Section VII.

B) Additional Measure M funds are provided for and consistent with amendments
permitted in tandem with the Ten-Year Comprehensive Program Assessment permitted
under the Ordinance. This process is addressed in the Comprehensive Program
Assessment Process & Amendments Section Ill.



C) Redirection of Measure M subregional funds aligned with the project’s location, so long
as the project satisfies all subregional program eligibilities and procedures consistent
with these guidelines, and with the agreement of jurisdictions otherwise eligible for
those subregional funds.

In all of these cases, a specific Metro Board action is required to address the shortfall prior to
the project proceeding.

When the aforementioned processes are not appropriate or applicable, according to these
Guidelines, the shortfall will then first be addressed at the project level prior to evaluation for
any additional, non-Measure M resources using these methods in this order:

1. Value Engineering/Scope Reductions—these must be consistent with any prior related
requirements or limitations attached to the project scope;

2. New Local Agency Funding Sources;

3. Shorter Segmentation—these must be consistent with any prior related requirements or
limitations attached to the project scope;

4, Corridor Cost Reductions;

5. Subregional funding reductions from the affected subregion; and then

6. Countywide Cost Reductions.

If recommended sources involve any funds that are not from locally controlled sources, the
planned reduction must conform to the priorities of the Long Range Transportation Plan {LRTP).

AUDIT REQUIREMENTS

Use of Measure M funds will be subject to audit and oversight, and all other applicable state
and local laws.

MEASURE M RECOGNITION

Projects and services funded by Measure M will publicly acknowledge the use of Measure M
funds through websites, flyers, or other promotional and marketing materials. The form of
recognition will be left to the discretion of Metro in consultation with the recipient agency.

SMALL BUSINESS ENTERPRISE PROGRAM

Measure M projects and programs are encouraged to comply with the Metro Board adopted
Small Business Enterprise (SBE) Program and the Prohibition against Discrimination or
Preferential Treatment by State and Other Public Entities.

REVISIONS TO PROGRAM GUIDELINES

These program guidelines may be revised by the Metro Board of Directors.



. AUDITS

Annual Financial and Compliance Audit and Independent Audit Firm Solicitation

Per the Measure M Ordinance, Metro shall contract for an annual audit, to be completed within
six (6) months after the end of the fiscal year being audited, for the purpose of determining
compliance by Metro with the provisions of the Ordinance relating to the receipt and
expenditure of Sales Tax Revenues during such fiscal year. The audit should include a
determination as to whether recipients of Net Revenues allocated from these Subfunds have
complied with the Ordinance and any additional guidelines developed by Metro for these
Subfunds.

Annual Audit Workshop

Metro will facilitate an annual collaborative audit workshop that will be attended by the
selected independent audit firms and fund recipients for the purpose of providing insight into
the audit process, documentation requirements and important audit due dates. The workshop
will give attendees a chance to meet representatives from the CPA Firms conducting the audits,
who will provide an overview of the audit process and timelines. In addition, pertinent Metro
staff will provide background information on the various funding programs included in the
annual audit. :

Review of Annual Audit Results and Public Hearing

Results of the annual financial and compliance audits will be presented to the Independent
Taxpayer Oversight Committee which will make findings as to whether Metro is in compliance
with the terms of the Ordinance. Such findings shall include a determination as to whether
recipients of Net Revenues allocated and funds were expended for all the Subfunds (outlined in
the Expenditure Plan) and have complied with this Ordinance and any additional guidelines
developed by Metro. Audit results will also be available on the Independent Taxpayer Oversight
Committee webpage which is linked to the Measure M website.

The Independent Taxpayer Oversight Committee will cause a summary of each audit to be
available and accessible to the public (through various types of media) prior to the public
hearing and upon request. The Independent Taxpayer Oversight Committee shall hold an
annual public hearing to obtain the public’s input on the audit results. All Independent
Taxpayer Oversight Committee meetings shall be in accordance with the Ralph M. Brown Act.



1N COMPREHENSIVE PROGRAM ASSESSMENT PROCESS & AMENDMENTS

Five-Year Assessment

Commencing in calendar year 2022, and every five (5) years thereafter, the Metro Board of
Directors shall adopt a Five-Year Comprehensive Program Assessment. These assessments shall
be coordinated with Metro’s Short Range Transportation Plan (SRTP) and/or the Long Range
Transportation Plan (LRTP) and provide a comprehensive review of all projects and programs
implemented under the Measure M Expenditure Plan to evaluate the performance of the
overall program and make recommendations to include, but not be limited to:

. Improvements on current practices;
o Best practices; and
o Organizational changes to improve coordination.

Specific evaluation areas, performance metrics and criteria of the Five-Year Comprehensive
Program Assessment will be approved by the Metro Board of Directors in consultation with the
Measure M Independent Taxpayer Oversight Committee.

Prior to adoption, the Measure M Independent Taxpayer Oversight committee shall review the
Five-Year Comprehensive Program Assessment and make findings and/or provide
recommendations for improving the program. The results of the Committee’s review shall be
presented to the Metro Board of Directors as part of the adoption of the Comprehensive
Program Assessment.

Ten-Year Assessment

Commencing in calendar year 2027, and every ten (10) years thereafter, the Metro Board of
Directors shall adopt a Ten-Year Comprehensive Program Assessment. These assessments shall
be coordinated with Metro’s Long Range Transportation Plan (LRTP) updates, including LRTP
performance metrics, and provide a comprehensive review of all projects and programs
implemented under the Measure M Expenditure Plan to evaluate not only all areas of the Five-
Year Comprehensive Program Assessment, but those impacting the ability to amend the
Measure M Ordinance and Expenditure Plan. These evaluation areas include, but are not
limited to:

° Projects/programs completed;
° Projects/programs anticipated for completion in the next ten years; and
. Changes in circumstances affecting the delivery of projects/programs within their

schedules as identified in the Measure M Expenditure Plan.

Specific evaluation areas, performance indicators for project delivery, and criteria of the Ten-
Year Comprehensive Program Assessment will be developed by the Metro Board of Directors



through the Long Range Transportation Plan in consultation with the Measure M Independent
Taxpayer Oversight Committee.

Amendment Opportunities

As part of its approval of the Ten-Year Comprehensive Program Assessment the Metro Board of
Directors may adopt amendments to the Measure M Ordinance and Expenditure Plan to: (1)
add Major Projects and/or Multi-Year Subregional Programs; (2) transfer funds between capital
project/program subfunds; and (3) change subregional boundaries (limited to no earlier than
2047 by the Measure M Ordinance). The Measure M Independent Taxpayer Oversight
Committee shall review and provide comment on the assessment to the Metro Board of
Directors. Prior to action on any amendment the Metro Board of Directors shall hold a public
meeting on proposed amendments. Notice of the public meeting shall be provided at least 60
days in advance of the meeting to the Los Angeles County Board of Supervisors, the city council
of each city in Los Angeles County, and the public, and shall include a copy of the proposed
amendments. All amendments must be passed by a 2/3 vote of the Metro Board of Directors.

Add Major Projects and/or Multi-Year Subregional Programs — “Expenditure Plan Major
Projects” and “Multi-Year Subregional Programs” may be added to the Expenditure Plan
provided that such additions do not delay the “Groundbreaking Start Date,” “Expected
Opening Date,” or amount of “Measure M Funding 20155” of any other “Expenditure
Plan Major Projects” or “Multi-Year Subregional Program.” Changes in circumstances
affecting the delivery of projects/programs will be evaluated through the Ten-Year
Comprehensive Program Assessment to confirm and update actual project delivery
schedules.

2. Transfer Funds Between Capital Project/Program Subfunds — The Metro Board of
Directors may adopt an amendment transferring Net Revenues between the Transit,
First/Last Mile (Capital) Subfund and the Highway, Active Transportation, Complete
Streets (Capital) Subfund. The Metro Board of Directors shall not adopt any amendment
to the Measure M Ordinance or Expenditure Plan that reduces total Net Revenues
allocated to the sum of the Transit, First/Last Mile {Capital) Subfund and the Highway,
Active Transportation, Complete Streets {Capital) Subfund.

3. Change Subregional Boundaries — Not sooner than 2047, the Metro Board of Directors
may amend the boundaries of the subregional planning areas as identified in
Attachment B of the Measure M Ordinance.
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V. MAJOR PROJECT ACCELERATION AMENDMENTS

The Metro Board of Directors may consider an amendment of the “Schedule of Funds
Available” to accelerate an “Expenditure Plan Major Project” at any time over the Measure M
program provided that such amendment shall not:

° Reduce the amount of funds assigned to any other project or program as shown in.the
“Measure M Funding 20155%” column of the Measure M Expenditure Plan;

. Delay the “Schedule of Funds Available” for any other project or program; or

o Negatively impact Metro ability to meet FTA requirements for maintaining existing

service levels.

Acceleration is defined as advancing major projects ahead of the identified “Groundbreaking
Start Date” identified in the Measure M Expenditure Plan. Acceleration of projects may be
triggered by events including, but not limited to:

. Unsolicited proposals from the private sector deemed to have technical or financial
merit;

o Changes in technology that reduce project costs and improves project delivery;

2 Unforeseen state and/or federal funding opportunities; and

. Unanticipated, unmitigated, and unavoidable delays in other project/program delivery
schedules.

The Metro Board of Directors shall perform an assessment of any major project acceleration
proposal, including financial feasibility and other performance metrics. Major projects
proposed for acceleration can be considered “Shovel Ready” such that they:

° Have attained all required state and federal environmental clearances as applicable; and

. Have attained 30% design plans if to be delivered under design-build procurement; or

. Have attained 100% design plans, permits essential to begin construction, and all right-
of-way clearances* if to be delivered under design-bid-build procurement; or

. Have a full funding plan, including an appropriate contingency, of
committed/reasonably assumed funds consistent with the proposed acceleration
schedule.

*Right-of-way clearance includes right-of-way work-arounds during construction as certified by
the California Department of Transportation.

Changes in circumstances affecting the delivery of other projects/programs will be evaluated

through the Ten-year Comprehensive Program Assessment to confirm and update actual
project delivery schedules.
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The Measure M Independent Taxpayer Oversight Committee shall review and provide comment
on the Ten-year Comprehensive Program Assessment to the Metro Board of Directors. Prior to
action on any amendment the Metro Board of Directors shall hold a public meeting on
proposed amendments. Notice of the public meeting shall be provided at least 60 days in
advance of the meeting to the Los Angeles County Board of Supervisors, the city council of each
city in Los Angeles County, and the public, and shall include a copy of the proposed
amendments. All amendments must be passed by a 2/3 vote of the Metro Board of Directors.

General Amendments

The Metro Board of Directors shall develop procedures for general amendments to the
Measure M Ordinance and Expenditure Plan in consultation with the Measure M Independent
Taxpayer Oversight Committee, and will be included as an addendum to these Guidelines
within one year of adoption of these Guidelines. The procedures will cover all other areas of
amendments beyond those identified in the 2017 Measure M Guidelines and be added to the
2017 Measure M Guidelines by adoption of the Metro Board of Directors. These areas include,
but are not limited to:

o Timing of amendments;

. Exclusions — Ordinance provisions that cannot be amended without vote of the public;
° Exceptions — Ordinance provisions that change without amendment requirements; and
» Metro Board action requirements, including public outreach and Measure M

Independent Taxpayer Oversight Committee involvement.
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V. DEBT POLICY

INTRODUCTION

In April 2015, the Metro Board adopted Metro’s Debt Policy, incorporating affordability policy
limits, types of financing products, structural features and the debt issuance process at Metro.
This policy covers local sales taxes and debt related to Proposition A, Proposition C, and
Measure R.

PROGRAM OBIJECTIVES

The guidelines for Measure M debt will be included in the next iteration of Metro’s Debt Policy
which is scheduled for 2017. Once completed, the 2017 Metro Debt Policy will provide formal
guidance for debt issuance under Measure M.

PROGRAM AMOUNT AND ALLOCATION PERIOD

The debt guidelines and affordability targets for Measure M will be developed by
Finance/Treasury with input from Planning as part of the 2017 update for the Metro Debt Policy
and various guidelines related to Measure M. Debt issued will determine cashflow priorities
according to bond covenant requirements. No language set forth in these Guidelines is meant
to circumvent bond obligations related to these funds.

REPORTING REQUIREMENTS

Metro will provide annual reports to the Measure M Independent Taxpayer Oversight
Committee describing how funds associated with the Measure M debt are contributing to
accomplishing the program objectives.

AUDIT REQUIREMENTS

Use of these funds will be subject to audit and oversight as determined by Measure M and all
other applicable federal, state and local laws. Metro will retain all documents and records
related to this program and the use of funds according to Metro’s records and disposition
policies in force at the time of the debt issuance.

REVISIONS TO PROGRAM GUIDELINES

These program guidelines may be revised by the Metro Board of Directors, including by
adoption of future revisions to Metro’s Debt Policy.
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VL. CASHFLOW MANAGEMENT

INTRODUCTION

The purpose of the Cashflow Management Guidelines is to identify the forecasted five-year
cashflow availability and needs for operating and capital uses on an annual basis. The annual
needs for all operating and capital uses are determined in coordination with the Metro Office of
Management and Budget, Metro Program Management and Construction, Caltrans, and other
project sponsors and service providers as appropriate. Cashflow determinations will consider
all revenue sources available to Metro needed to finance the costs of operating and
maintaining the transit system, as well as the capital program and project commitments made
over that period, including all voter approved expenditure plans.

PROGRAM OBJECTIVES

On an annual basis, Metro will develop a five-year forecast to identify how much revenue will
be generated from Measure M tax receipts. Measure M receipts can be calculated for funding
Transit Operating & Maintenance, and the Local Return/Regional Rail subfund as a percentage
of this revenue number, net of administration (1.5%). Surplus or deficit amounts will be
adjusted based on financial year actual receipts as reported in Metro’s Comprehensive Annual
Financial Report (CAFR). Cashflow needs for the project and program purposes included within
the Transit and Highway Capital Subfunds defined in the Ordinance will be forecast in the Long
Range Transportation Plan, Program Management Plan, Annual Budget, or other appropriate
processes. Cashflow may include funding from other local, state, federal sources, including
revenue from debt issuance.

PROGRAM AMOUNT AND ALLOCATION PERIOD

Cashflow will be identified to fund projects and programs after allocations to the Transit
Operating & Maintenance, and the Local Return/Regional Rail subfunds, per the Ordinance. All
Highway and Transit Capital projects and programs will be funded based on the schedules
established in the Measure M Expenditure Plan as supported by the Program Management Plan
and Ten-Year Capital and annual Metro budget processes. If Measure M cash receipts for
capital projects or programs are insufficient based on the annual receipts then bond proceeds
may be used to maintain the schedule set forth in the Expenditure Plan. If bond proceeds are
insufficient to maintain the Expenditure Plan schedule, then other local, state, and federal
funding may be programmed for project completion. The Expected Opening Date identified in
the Expenditure Plan represents the first year of a three-year window, so Measure M funding
may extend beyond the Expected Opening Date.

ALLOCATION METHODOLOGY

Shortages in the cashflows will need to be addressed by borrowing {i.e., debt issuance) or
delaying capital projects to later in their three-year opening date range permitted by the
Ordinance. Other cashflow shortages will be addressed at the project level and will require
Board approval as appropriate. Surpluses in the cashflow profile may be used to fund the
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Highway and Transit Contingency subfund or any other uses permitted by the Ordinance, and
consistent with the LRTP and other long-term capital planning needs.

RESERVE/CARRYOVER REQUIREMENTS

Given the objective of the program to identify cashflow needs, Metro encourages capital
projects to draw down these funds in a timely manner for transportation improvements and
services for the traveling public. However, Metro may reserve or carryover any excess surplus
to the next fiscal year, provided such carryover is coordinated and consistent with the purposes
of achieving its Long Range Transportation Plan goals.

ADVANCING MULTI-YEAR SUBREGIONAL PROGRAM PROJECTS WITH LOCAL FUNDS

One of the major challenges in accessing the Multi-Year Subregional Measure M funding is that
the Measure M Expenditure Plan identifies the availability of these funds (“Groundbreaking
Start Date”) broadly over the first 40 years. Across all nine subregions, there are 45 Multi-Year
Subregional Programs covering multiple categories/modes of transportation investments. In
many cases the “Groundbreaking Start Date” and “Expected Opening Dates” stretch from 2018
to 2057; and the “Groundbreaking Start Date” can vary from as early as fiscal year 2018 to as
late as fiscal year 2048.

Multi-Year Subregional_projects will be identified in a five year plan, pursuant to Section IX. At
the start of each year included in the 5 year plan, Metro will request notice from Multi-Year
Subregional Program (MSP) project sponsors seeking funding to identify project readiness
together with funding requests, no less than four months prior to the beginning of each Metro
fiscal year. When notice is not provided, project sponsors will be “subject to a first-come, first-
served” fund availability requirement within each fiscal year.

However, where funds may not yet be available, and to support the immediate delivery of high
priority projects within the Multi-Year Subregional Programs, the Metro Board of Directors will
consider various tools to promote delivery of these projects as quickly as possible, including,
but not limited to subregional requests for a Letter of No Prejudice (LONP), allowing the local
project sponsor to move forward with the delivery of the project using other local funds while
requesting eligibility for future reimbursement of Measure M funds when such funding is
available.

Another available tool will allow subregional project sponsors to elect to borrow from one MSP
fund amount to accelerate a project in another MSP fund of a different type that may not be
available until a later year. This type of inter-program borrowing within the MSP requires
Metro Board approval and consent by the affected subregion(s). The process for this, as well as
the process for requesting funds will be developed within six months of the adoption of these
Guidelines. The process will include criteria for resolving conflicting requests for funding in any
given fiscal year.
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REPORTING REQUIREMENTS

Metro will provide as needed reports to the Measure M Independent Taxpayer Oversight
Committee describing how cashflow management is contributing to accomplishing the overall
program objectives. Measure M funds may be used to supplement existing state, federal and
local transit funds in order to maintain the provision of the existing highway and transit services
in the event of a current or projected funding shortfall.

REVISIONS TO PROGRAM GUIDELINES

These program guidelines may be revised by the Metro Board of Directors.
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Vil. CONTINGENCY SUBFUNDS

INTRODUCTION

The Measure M contingency subfunds are established to help identify resources necessary to
accommodate the requirements of the Transit and Highway Contingency Subfunds as identified
in the Measure M Ordinance. Specifically, the Ordinance states:

Section 7 (2) A:

Metro may expend funds from the Contingency Subfunds for inflation
adjustments for any project identified in the “Expenditure Plan Major Projects”
section of Attachment A if less than two-thirds (2/3) of the amount allocated in
the “Measure M Funding 20155” column has been expended prior to the first day
of Fiscal Year 2027. Such expenditures shall be deducted from the Highway
Contingency Subfund if the project is coded “H” in the "modaol code” column of
Attachment A or from the Transit Contingency Subfund if the project is coded “T”
in the “modal code” column of Attachment A. Such expenditures shall not exceed
the actual amount of inflation since 2015 as determined by an index selected by
the Metro Board of Directors.

PROGRAM OBJECTIVES

The contingency subfund is designed to allow greater funding flexibility for projects that are
programmed later in the Expenditure Plan (i.e., after FY2026). Qualifying Major Projects have a
super-majority (more than 2/3) of their funding programmed after FY2026 and Multi-Year
Programs that extend past FY2026. The post FY2026 Projects and Programs can use contingency
funds to help pay for cost increases due to inflation. The Cashflow Management guidance in
Section Vi provides additional details regarding the methodology for determining how much
money should be set aside for the contingency subfund each year.

PROGRAM AMOUNT AND ALLOCATION PERIOD

The Expenditure Plan identifies the following Major Projects that may be eligible for
contingency funding in the first 10 years, in so far as their projected Measure M funding needs
in the first 10 years are equivalent to 1/3 or less of the amounts listed in the Expenditure Plan:

Major Projects

. SR-57/SR-60 Interchange Improvements

. Green Line Extension to Crenshaw Boulevard in Torrance
® I-710 South Corridor Project (Phase 1)

o I-105 Express Lane from |-405 to 1-605

. Sepulveda Pass Transit Corridor (Phase 2)
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For the first 10 years of Measure M, projects eligible for contingency will be reassessed with
annual cashflow forecasts and as part of the five-year assessments.

All other Major Projects are eligible for contingency funds based on the Schedule of Funds
Available timeline identified in the Expenditure Plan. Major Projects that are accelerated for
any reason may risk access to the contingency funds if more than 2/3 of the project funding is
advanced prior to FY2027.

Multi-Year Programs

Projects funded from Multi-Year Programs in the Expenditure Plan are eligible for contingency
funds starting in FY2027. Exceptions include: (1) Street Car and Circulator Projects; (2) North
San Fernando Valley Bus Rapid Transit Improvements; and (3) Countywide BRT Projects Phase
1, since their programming allocations end prior to FY2027 as identified in the Expenditure
Plan. Within the Contingency Subfunds no money is available for inflation until after FY2026 at
which time funds for inflation may be available. Metro Planning and Finance staff will identify
the escalation amount associated with construction costs annu