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Executive Summary, Page 4

RESTRUCTURING PLAN

Analysis And Documentation Of The MTA's Financial And Managerial
Ability To Complete North Hollywood Rail Construction And Meet The
Terms Of The Bus Consent Decree

EXECUTIVE SUMMARY

The Restructuring Plan is being submitted to satisfy the Conference Report

language accompanying the $61.5 million appropriation provided to the MTA in
the FY 1998 Department of Transportation Appropriations Act, The Conference
Report required that none of the funds would be available until after the MTA
produces a “financially constrained rail recovery plan, which complies with the

Consent Decree for enhanced bus service.” !

The MTA intends to document in the Restructuring Plan that it meets the
requirements of the Conference Report by demonstrating its financial and
managerial ability to complete the tw-o federally funded rail projects now in
construction, i.e. MOS-2 and MOS-3 North Hollywood, and operate its bus

system in compliance with the Consent Decree.

The Plan describes the history of the MTA's rail construction program including
the successful completion of the state and locally funded Blue Line to Long
Beach and Green Line between Norwalk and El Segundo light rail projects. The
third completed and operational rail line is the Metro Red Line Minimal Operable
Segment known as MOS-1 and the Wilshire portion of MOS-2. The Vermont and
Hollywood portions of MOS-2 are still under construction and a revised budget

for the entire segment has been forecasted.

' While the MTA's submission on these issues was identified in the committee language as a rail
recovery plan, the MTA has redesignated it as a Restructuring Plan to more accurately reflect its
comprehensive picture of the agency’s programs and finances.

05/14/98; 2:05 PM 4
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Executive Summary, Page 5

The terms of the Full Funding Grant Agreement for MOS-3, the extension of the
Red Line to North Hollywood, the Mid-City Extension and the East Side

Extension are summarized in Chapter .

The MOS-3 project and the MTA’s additional locally funded rail project known as
the Pasadena Blue Line, as well as the overall MTA budget situation were the
challenges facing the new interim CEO when he assumed his responsibilities at
the MTA in August 1997. The actions the CEO and the MTA Board have taken
are discussed in Chapter Ill. Under the direction of a newly appointed Deputy
CEO experienced in financial restructuring, the MTA's operating budget was re-
forecast and sound and conservative budgetary principles were adopted. A
$50.6 million budget deficit for the current fiscal year was identified and
immediate steps were taken to reduce staff, cut overhead and capture available
funding sources. These steps were implemented in October 1997 and enabled

the CEO to bring the current fiscal year budget into balance.

The budget re-forecast process also demonstrated major shortfalls in the Mid-
City, East Side, and the Pasadena project capital budgets, and existing rail and
bus capital programs. These shortfalls led to the CEQ’s recommendation, fully
supported by the Board in January, 1898 to suspend and demobilize rail
construction on all of the rail projects other than MOS-2 and MOS-3 North
Hollywood.

Chapter IV presents an agency wide financial mode! of the Restructuring Plan.
The yearly outlays are fc;recasted for each project or line of business in a six
year period through 2004. Available revenues to meet expenditures are
projected. The financial model demonstrates that the MTA can fully fund the Red
Line MOS-2 and MOS-3 North Hollywood rail projects and its bus acquisition and

05/14/98; 2:05 PM 5
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Executive Summary, Page 6

Alameda Corridor commitments. Forecasting methods or assumptions used to

derive revenue forecasts are discussed in this Chapter.

Chapter V provides a set of summary tables showing annual operating and
capital costs and revenues by line of business and by funding source. This
financial model projects an operating shortfall of $643.1 million through 2004.
Appendix C describes details on annual capital and operating breakout by
source. However, in Chapter V numerous reductions are proposed that reduce
the shortfall to $189.5 million.

Chapter V! is a project by project analysis. The basis for the expenditure
assumptions for each construction project or line of business is discussed and
the risks of overruns are identified. The risks associated with each major project
revenue source are listed and programs or contingencies for meeting project

shortfalls are presented.

With respect to the Red Line MOS-2 and Red Line MCS-3 North Hollywood
projects, the Plan shows that funding sources are firm and delay in payments
under the Full Funding Grant Agreement schedule is an additional risk for MOS-
3 North Hollywood. Timing problems of this nature and cost overruns, while
burdensome to MTA, can be covered by short term borrowings and do not
threaten project schedules. With respect to project budgets, the Plan notes that
since heavy civil construction is nearing completion, risks of large overruns are
low and are adequateily covered by budget contingencies. Project budgets could
be impacted by larger than projected claims settlements and unforeseen events.
However, the MTA believes the contingencies are adequate given the short
construction period left for this segment. The Restructuring Plan should clearly
satisfy the FTA's and Congress' concerns about the ability of the MTA to
complete construction of MOS-2 and MOS-3 North Hollywood.

05/14/98; 2:05 PM 6
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Executive Summary, Page 7
DRAFT

The Plan acknowledges that the MTA continues to struggle with a structural
deficit in its operating and its rail and bus capital budgets. Projected capital
shortfalls are common among urban transit properties in United States and the
MTA is no exception. In the MTA's case, however, it has the additional
obligation of improving bus service to its transit dependent customers under the
terms of the Consent Decree.

The Plan describes the terms of the Consent Decree and the MTA's compliance
with each of its specific obligations including load factor reduction requirements.
The MTA also intends to maintain its commitment to each of the eight principles
and objectives of the Consent Decree, despite its budgetary problems, by
tailoring its financial and operational work out programs to the guidelines
provided by the Special Master and through discussions and negotiations with
the Joint Working Group.

While the Restructuring Plan does not attempt to provide a detailed quantitative
plan to solve these shortfalls, the processes being used to work out the deficits
in the capital program and operating budget are presented. The intensive
examination of structural inefficiencies at the MTA by ten employee workout
teams supported by subject matter experts is described. Implementation of the
recommendations of these teams can be expected to significantly reduce the
operating and capital shortfalls. The Plan includes a schedule showing the
specific accomplishments which have already reduced the operating deficit by
over two-thirds, such as flattening the organization, administrative cost

reductions, and increased revenue trends.

Since management and the Board are now committed to restoring the MTA's
long-term financial soundness and credibility, any remaining shortfalls will have
to be resolved by adjusting fares and service levels to available resources. The
Plan discusses recent interpretations by the Special Master appointed by the
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DRAFT
Federal District Court overseeing the Consent Decree which provide a
framework for addressing fare increases and/or service reductions. Essentially,
the Special Master confirmed the MTA'’s discretion to achieve economies as long
as there is an overall improvement in service to the transit dependent bus riders.
This interpretation offers the MTA a wide variety of options to reduce costs by,
for example, eliminating lines which are adequately served by municipal
operators or adjusting scheduled sertvice to demand. The workout teams are

addressing these options.

The MTA believes that the qualitative discussion presented in the Plan, the
accomplishments of the CEO and his team during the past seven months, and
the Board's commitment to more responsibie financial govemance as evidenced
by its action to demobilize and suspend activities on planned rail projects, should
satisfy the FTA and Congress that its financial house is being put in order. The
Pian also includes a discussion of the MTA's debt structure and borrowing
capacity to demonstrate that (while not preferable) the MTA has the ability to
sustain small annua! operating deficits for an extended period. Overall, this
analysis is intended to comply with the requirement to present a “financially

constrained” Plan.

Chapter VIl discusses current status of the three demobilized rail projects. The
principles which will govern the CEQ's recommendation to either re-mobilize
work or terminate these projects are listed. Management's view is that these
projects should not be remobilized until sufficient local funds exist to access
federal matching funds without the existence of a capital maintenance shortfall.
Moreover, it is management's understanding that the FTA will not lift its
suspension of funding for these projects without a financially constrained
remobilization plan proffered for each affected project. A similar situation exists
between the MTA and the California Transportation Commission regarding the

restarting of the Pasadena light rail project. Further, the contracting, design,
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Page 9

alignment, safety and funding issues for these projects must be re-thought and
re-justified. While there is no fixed timetable for this process, the CEO is
attempting to preserve funding commitments so that option of resuming these

projects is preserved.

Pursuant to a recent Board action, the Plan also includes a plan to identify and
analyze a full range of L.A. County transportation development options, with
particular attention to the three corridors whose projects were suspended. The
objective of this analyses is to determine what altemative modes and/or services
can be provided to the most under served and transit dependent neighborhoods
within the MTA’s funding limitations. Since none of the options contemplate new
MTA funding from its sales tax revenue base, any new development will not

affect the capital and operating schedules and analyses in the Plan.

The final chapter is a general discussion of ather institutiona! and organizational

changes to improve the governing structure and performance of MTA.

05/14/98; 2:05 PM 9
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CHAPTERI
INTRODUCTION

The Los Angeles County Metropolitan Transportation Authority (MTA) hereby
submits its Restructuring Plan to the Federal Transit Administration (FTA) in
accordance with the Conference Report accompanying the Department of
Transportation and Related Agencies Appropriations Act for Fiscal Year 1998
(FY 1998 DOT Appropriations Act; P.L. 105-66).

This Restructuring Plan is being submitted to satisfy the Conference Report
language accompanying the New Starts appropriations funding provided to the
MTA in the FY 1998 DOT Appropriations Act. In earmarking $61.5 million in FY
1998 new fixed guideway funds for the Los Angeles Minimum Operable Segment
3 (MOS-3) project, the Conference Report provided as follows:

Los Angeles MOS-3 Project. - The conference

agreement provides $61,500,000 for the Los Angeles

MOS-3 project, of which $24,000,000 shall be

available for the East Side extension, together with

the required local matching funds. The conferees

agree that none of the funds in this Act shall be

available until (1) after the LACMTA produces a

financially constrained rail recovery plan which

complies with the consent decree for enhanced bus

service; (2) the FTA conducts a final review and

accepts the plans and certifies to the House and

Senate Committees on Appropriations that the fiscal
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Chapter ], Page 11

management of the project meets or exceeds
accepted U.S. Govemment standards; (3) the
General Accounting Office and the Department of
Transportation's Inspector General conduct an
independent analysis of the plans and provide such
analysis to the House and Senate Committees on
Appropriations within sixty days of FTA accepting the
plan; (4) the House and Senate have concluded their
review of the analysis within sixty days of the
transmittal of the analysis to the Committees; and (5)
after the FTA has re-negotiated parts 1A and 1B of
the MOS-3 full funding grant agreement,

The MTA intends to document in the following submission that it has developed
and plans to implement a financially ‘constrained Restructuring Plan® which
complies with the federal Bus Consent Decree. This Plan includes the MTA’s
financial plans for MCS-2, the North Hollywood Extension, and other major
projects, and describes the MTA’s overall capital and operating budget picture.
The Restructuring Plan also describes the demobilization status of the MOS-3
East Side and Mid-City Extensions and the Pasadena Blue Line, and discusses

the Key issues relating to remobilizing those projects.

This Plan demonstrates the MTA's funding commitments to the major federal
projects and documents the MTA's financial capacity to complete those projects.
However, the MTA also intends to more clearly identify its projected capital and

operating shortfalls, and to describe the process by which it intends to address
these shortfalls.

? While the MTA’s submission on these issues was identified in the above language as the “Rail Recovery
Plan,” the MTA has redesignated it as the “Restructuring Plan”™ to more accurately reflect the current status
of the agency’s budgetary reviews and plans.

05/14/98; 2:05 PM 11
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?

The material that follows this Introduction (Chapter 1), is as follows:

. Chapter Il - BACKGROUND -- This chapter discusses the project
histories of Metro Rail Red Line MOS-2 and MOS-3, and describes
the MOS-2 project and Full Funding Grant Agreement (FFGA), the
ISTEA authorization for the MOS-3 project and FFGA, and the
Revised and Restated FFGA for the MOS-3 North Hollywood
Extension

. Chapter Ill -- EVALUATION OF MTA RAIL PROGRAM -- This
chapter discusses the role and background of the new CEOQ,
provides an overview of the newly adopted financial and budgetary
analysis, reviews the MTA capital program and budget shortfalls,
and discusses the January 1998 MTA Board action to suspend the
East Side, Mid-City, and Pasadena projects.

Chapter [V — FORECASTING MODEL AND MTA REVENUES -
This chapter discusses the forecasting model, MTA revenues,
eligibility for using funding sources, and anticipated revenues
during the Restructuring Plan period.

. Chapter V - OVERVIEW OF THE RESTRUCTURING PLAN --
This chapter presents the agency wide financial model of the
Restructuring Plan. The yearly outlays are forecasted for each
project or line of business in a six-year period through 2004.
Available revenues to meet expenditures are projected and
shortfalls are identified. This chapter also explains the key financial
assumptions used, and describes the MTA's process for
addressing capital and operating shortfalls.

. Chapter VI — PROJECT-BY-PROJECT AND YEAR-BY-YEAR
FINANCIAL PLANS -- This chapter provides cost and funding
tables for MOS-2, the MOS-3 North Hollywood Extension, bus

05/14/98; 2:05 PM 12
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Chapter I, Page 13

capital projects (including the bus consent decree), Alameda
Corridor, and the bus and rail operating budgets. The basis for
expenditure forecasts is discussed and risk of overruns are
identified. The risks associated with each major project revenue
source are discussed and programs or contingencies for meeting
shortfalls are presented.

. Chapter VIl — STRATEGIES FOR SUSPENDED PROJECTS —
This chapter describes the shortfalls, current demobilization status,
and remobilization principles and issues relating to the East Side,
Mid-City, and Pasadena projects.

. Chapter Vill - INSTITUTIONAL/ORGANIZATIONAL MATTERS --
This chapter describes the institutional/organizational changes
under review at the MTA to implement the provisions of the
Restructuring Plan, including any potential changes to the

governing structure.

05/14/98; 2:05 PM 13
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Chapter ll, Page 14

CHAPTER I
BACKGROUND

A. PROJECT HISTORIES FOR MOS-2 AND MOS-3

The MTA is responsible for the planning, design, and construction of
transportation projects in Los Angeles County. A major part of this responsibility
has been the management of the rail construction program, which consists of the
locally funded Metro Rail Green and Metro Rail Blue lines and the federally
funded Metro Rail Red Line.

The Green Line is a 20 mile, 14-station, light rail line that runs east-west from
Norwalk to El Segundo. The MTA constructed the Green Line entirely with local
funds and currently operates the line. The Long Beach Blue Line is also a light
rail line, running north-south from Long Beach to downtown Los Angeles. The
MTA also constructed the 22-mile, 22-station, Long Beach Blue Line with entirely
local funds and currently operates the line (which in fact, is exceeding ridership
projections). Combined, the two projects cost approximately $1.6 billion. The
Pasadena Biue Line, which is a locally funded light rail project, is one of the
three projects that the MTA Board of Directors voted to suspend in January 1998
(as described in Chapter VIl.) More detailed project scope and funding

information on all the MTA rail projects is shown in Appendix A through J.

The Metro Rail Red Line broject is a federally funded, heavy rail subway project.
The Red Line has been divided, in terms of project development and phasing,
into Minimal Operable Segments, known as MOS-1, MOS-2, and MOS-3. Each
of these three segments has been the subject of a Full Funding Grant
Agreement (FFGA) entered into between the MTA (or one of its predecessor
agencies) and the Federal Govemment, acting through the Federal Transit

Administration (FTA). The MOS-3 project, as defined in the Intermodal Surface

05/14/88; 2:05 PM 14
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Chapter ||, Page 15

Transportation Efficiency Act of 1991 (Public Law 102-240) (ISTEA) and in the
December 1994 FFGA, consists of three extensions —~ North Hollywood, East
Side, and Mid-City.

The history and background of the Los Angeles Metro Rail project has been well
documented over the years, and is cogently summarized in the February 1998
GAO Report to the Chairman of the House Appropnations Subcommittee on
Transportation and Related Agencies, entitled “Surface Infrastructure—Costs,
Financing and Schedules for Large-Doliar Transportation Projects” (The Los
Angeles Metro Rail Red Line Project is reviewed in Appendix Il of that report).
This Restructuring Plan does not provide a detailed project history or revisit
particular project events, nor does it offer a debate on the merits of the criticism
that has often been leveled against the project. The MTA has certainly learned
from these past events, and believes the more appropriate focus of this
Restructuring Pian should be to establish the credibility and validity of the MTA’s

current capital and operating budget programs.

While this Restructuring Plan does not go into great detail regarding the Metro
Rail project history, it is fair to say that MOS-1 and MOS-2 are relatively
successful projects, designed and constructed on or reasonably ciose to
schedule and budget (particularly when compared to public works projects of
comparable magnitude). Any excess costs incurred for these projects have been
funded from non-federal sources. These projects clearly have benefited from the
fact that federal, state, and local funding has been provided in a timeframe, as
well as in total contribution amounts, that is generally consistent with the funding
schedules and financial plan originally adopted for the projects. The same
statements cannot be made about MOS-3 of Metro Rail. The MOS-3 project has
experienced well documented design and construction issues, cost increases,
and schedule delays. Shortfalls in funding from state and local sources have

compounded the project's well documented challenges as has a substantial
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shortfall (approximately $300 million through FY 1996-97) in the amount of
Section 5309 (formerly Section 3) Federal funds obligated, as compared to the
funding scheduied through that period under the MOS-3 FFGA.

This MOS-3 project history, as well as the overall MTA budget situation, was the
primary challenge facing new Chief Executive Officer (CEQ) Julian Burke when
he assumed his responsibilities at the MTA in August 1997. The CEO's
budgetary review processes and the actions that the CEO and the MTA Board

have taken are described in Chapter lIl.
B. MOS-2 FFGA, ISTEA AUTHORIZATION for MOS-3, and MOS-3 FFGA

1. MOS-2 Of Metro Rail — In the Surface Transportation and Uniform
Relocation Assistance Act of 1987 (Public Law 100-17), which was the major
highway and transit authorization Iegi-slation before ISTEA, Congress directed
the Secretary of Transportation to complete supplemental environmental work
and enter into a Full Funding Contract with the Southern California Rapid Transit
District (the RTD, one of the predecessor agencies of the MTA) for constructing
MOS-2 of the Los Angeles Metro Rail project. The statutory language, found in
Section 338 of the Act, provided that the Federal share of the cost of
construction of MOS-2 would be $667 million. Section 338 also provided a
schedule for the Federal funding of the project from 1987 through 1891, and
authorized the grantee to utilize advanced construction authority to construct any

portion of the MOS-2 project.

Acting pursuant to these statutory provisions, the FTA and the Los Angeles
County Transportation Commission (the LACTC, which served as the grantee
for the MOS-2 Full Funding Contract) entered into an FFGA for MOS-2 of the
Metro Rail project on April 10, 1990. Under that FFGA, the FTA agreed that its

05/14/98; 2:05 PM 16
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Chapter II, Page 17

maximum contribution® to the MOS-2 project would be $667 million in funds from
Section 3 of the Act (now codified at Section 5309 of title 49, United States
Code). The FFGA also provided that non-federal funds in the amount of
$779,431,671 were committed for the MOS-2 project, derived from funding from
the State of California, the City of Los Angeles, and the LACTC. The scope of
the MOS-2 project, as described in the FFGA, is 6.7 miles of heavy rail subway
with eight stations, consisting of the Wilshire corridor and the Vermont/Hollywood

comdor.

2. ISTEA Authorization for MOS-3 — Section 3034 of ISTEA established
detailed authonization provisions for MOS-3 of the Los Angeles Metro Rai
project, also referred to as the Metro Rail Red Line, and directed the Secretary of
Transportation to negotiate and enter into a FFGA for the MOS-3 project. The
MOS-3 project was defined as that portion of the Metro Rail project consisting of
seven stations and approximately 11.6 miles of heavy rail subway on three
different extensions: one running west and northwest from the Hollywood/Vine
Station to the North Hollywood Station (known as the North Hollywood
Extension); one running west from the Wilshire/Western Station to the Pico/San
Vicente Station (known as the Mid-City Extension); and one running generally
east from Union Station for a distance of approximately three miles (known as
the East Side Extension).

Section 3034 provided a total project authorization of $1.23 billion in Section
5309 funds for MOS-3. This authorization was divided into a federal share for
Fiscal Years 1993-1997 in the amount of $695 million, and advance construction
authority of an additional $535 million that was to be made available {together

with any unobligated portion of the $695 million) in fiscal years 1998, 1999, and
2000.

3 Under the MOS-2 FFGA, (unlike the Model FFGA now used by the FTA), the FTA agreed that it would, under certain

circumstances, pay amounts to the grantee in excess of the maximum federal share to cover Extraordinary Costs as defined in
Section 11 of that Agreement
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In addition to directing that the Secretary enter into the initial MOS-3 FFGA by a
date certain (October 15, 1992), Section 3034 required two additional
amendments to the FFGA. First, the Secretary was required to negotiate and
execute an amendment to the FFGA, no later than June 1, 1994, in order to
include the construction of the East Side Extension. This provision reflected the
fact that when ISTEA was enacted, the MTA had not yet completed its
alternatives analysis, preliminary engineering process, and environmental review
processes for the East Side Extension As a result, the Secretary was directed,
upon the completion of those processes, to amend the FFGA to include the full
scope of the East Side construction in the scope of the MOS-3 FFGA.

Section 3034 also required a second amendment to the FFGA, to be executed
no later than October 15, 1996, in order to provide federal funding for MOS-3 for
fiscal years 1998 through 2000. This amendment was specifically intended to
include provisions for the use and reimbursement of the advanced construction
authority expended by the MTA, as provided in Section 3034(b)(5). While there
were some initial discussions on this matter, this FFGA amendment was never
entered into, and now has been overcome by events relating to the progress of

the overall MOS-3 project.

3. MOS-3 FFGA - Acting pursuant to Section 3034 of ISTEA, the FTA and the
MTA negotiated and entered into an FFGA for MOS-3 in May 1993 under which
the FTA agreed to support the project up to a maximum federal contribution of
$695 million for fiscal years 1993 through 1997, and to authorize the MTA to use
advance construction authority in an amount not to exceed $535 million
according to with Section 3034(b) of ISTEA. The May 1993 FFGA included a
detailed scope and construction budget for the North Hollywood and Mid-City
Extensions of MOS-3, but only a pro forma budget for the East Side because, as
noted above, that extension was still undergoing the alternatives analysis,
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preliminary engineering, and environmental processes. In this FFGA, the parties
agreed to enter into a subsequent amendment to incorporate the East Side
construction scope and schedule once the necessary environmental reviews

were completed.

Accordingly, on December 28, 1994, the parties executed an FFGA amendment
to incorporate the detailed scope and construction budget for the initial line of the
East Side Extension. That FFGA amendment also included, in addition to the
original federal commitment of $1.23 billion (which consisted of $695 million
current authorization and $535 million in advance construction authority), an
additional $186 million of contingent commitment authority pursuant to 49 U.S.C.
§ 5309(g). Thus, the total amount of federal funds provided in the December
1996 FFGA for the MOS-3 project was $1.4716 billion, which reflected an

increase of $186 million over the ISTEA authorization of $1.23 billion.

C. MOS-3 NORTH HOLLYWOOD EXTENSION: REVISED AND RESTATED
FFGA

In correspondence dated April 9, 1997, the FTA notified MTA that the MTA’s
initial recovery plan was not acceptable. Also in that letter, the FTA informed the
MTA that the FTA intended to restructure the December 1994 MOS-3 FFGA
(which covered all three extensions) into three separate full funding grant

agreements with separate budgets, scopes of work, and schedules.

1. Full Funding Grant Agreement — Following up on that new direction, MTA
and the FTA entered intc a Revised and Restated FFGA, Part |-A, for the North
Hollywood segment of MOS-3 on July 22, 1997. The scope of the North
Hollywood Extension, as described in Attachment 1-A of the FFGA, is a line
running 6.3 miles northwest from the MOS-2 North Hollywood/Vine Station, with

intermediate stations at Hollywood/Highland, and Universal City, and ending at
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the North Hollywood Station near Lankershim and Chandler., This scope is
consistent with the description of this extension in Section 3034 of ISTEA, which
identifies one line of MOS-3 as "running' west and northwest from the
Hollywood/Vine Station to the North Hollywood Station, with two intermediate
stations”. (See Section 3034(i)(3)(A) of ISTEA.)

The key substantive provisions of the North Hollywood FFGA are as

follows:

a. Maximum Federal Discretionary Funds® -- The maximum amount of Section
5309 (formery Section 3) discretionary funds available for the North
Hollywood project is $681,037,000. Attachment 6-A of the FFGA identified
the pre-FY 1997 funds for the project and Section 5309 amounts for fiscal
years 1997-2002. Of the total section 5309 amount, $471.2 million has been
appropriated through FY 1998 (including $37.5 million from the FY 1998
appropriation of $61.5 million), leaving a Section 5309 balance due for the
project of approximately $209 million.

b. Local Funding Commitment -- The local share committed for North Hollywood
under the FFGA is $511,877,000. Since the date of execution of the FFGA,
the specific "mix" of state and local funding sources has changed, although
the MTA commitment to provide the total amount of local share remains intact
and binding on the MTA. In this regard, it should be noted that under section
9(e) of the FFGA, the MTA may, with FTA's consent, change the amounts to
be received from the non-federal sources and from Title | of ISTEA. Such
changes could be made so long as the MTA total local share is not
decreased and adeqhate funds remain available to keep the project on

schedule. (The specific changes being proposed to the local share sources,

* The FFGA alsc includes an additional $118 million in federal formula funding programmed to Metro Rail
Red Line MOS-3 North Hollywood. These formula funds are not included in the *Maximum Federal
Financial Contribution™ for purposes of the FFGA — that “Maximum” applies only to Section 3
discretionary funds.
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and evidence of the commitment of those funds to the project, are described
in more detail in Chapter VII.)

c. Revenue Operations Date — Under section 5 of the FFGA, the MTA agreed to
achieve revenue operation of the project by December 31, 2000. The current
project schedule shows that the MTA will meet that date.

d. Capital Reserves - Under section 9A of the FFGA, the MTA agreed to
establish Capital Reserves for the project, and to use those Reserves to pay
any additional costs (costs in excess of the estimated amounts) necessary to
complete the project. Attachment 6-A-1 to the FFGA describes these
reserves in greater detail, and states that the MTA will aliocate to the North
Hollywood project $50 million in reserves, consisting of cash reserves in the
amount of $10 million and $40 million in debt instruments (which may include
letter-of-credit facilities). = The MTA's reforecasted FY 97-98 budget (in
Appendix 1) reflects this Capital Reserve.

2. Future federal funding — In the FY 1997 Federal Appropriations process,
the MTA requested $100 million in new fixed guideway funds, $76 million of
which was intended to be for the MOS-3 North Hollywood Extension (consistent
with the funding schedule in the FFGA) and $24 million for the MOS-3 East Side
Extension. Congress appropriated $61.5 million, and in the Conference Report,
$24 million of that amount was allocated to the East Side. Given that allocation,
as well as the direction from the MTA Board to preserve funding for the
suspended projects (East Side, Mid-City, and Pasadena) and to consider
feasible funding options for the remobilization of those projects, the MTA
believes that currently the amount of $37.5 million will be available for North
Hollywood from the FY 1898 Appropriations earmark. This results in a shortfall
in federal funding for FY 1998 in the amount of $38.5 million, which is the
difference between the FFGA scheduled amount of $76 million and the $37.5
million available.
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The MTA intends to address this shortfall in its FY 1999 Appropriations request
to the Appropriations Committees of the Congress. To that end, the MTA is
seeking an earmark in the FY 1999 DOT Appropriations bill in the amount of
$100 million for the North Hollywood Extension, which is approximately equal to
the sum of the $62 million scheduled in the FFGA for 1999 and the $38.5 million
FY 1998 shortfall. It should be noted that this request is consistent with the
Administration's FY 1989 budget submission to Congress. That submission
included a request for $100 million in Section 5309 funding for the Los Angeles
Metro Rail Red Line subway.

If the MTA receives this full $100 million in funding for North Hollywood for

FY 1999, then MTA would be "caught up" through FY 1999 under the schedule
in Attachment 6-1-A of the North Hollywood FFGA. This would leave a balance
due for North Hollywood of approximately $109 million in Section 5309 funds,
which, under the FFGA schedule, is to be provided as follows: $50 million in FY
2000, $50 million in FY 2001, and $9.3 million in FY 2002. While the MTA has
requested $100 million for FY 1999, it should be noted that the North Hollywood

Financial Plan (see p. 77) does not assume the receipt of this full $100 million in
FY 1999.
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CHAPTER Il
EVALUATION OF MTA RAIL PROGRAM

After assuming responsibility for the management of the Los Angeles County
MTA in August 1997, CEO Julian Burke and his management team commenced
a thorough review of the capital and operating budgets of the MTA. The review
specifically focused on the financial capacity of the MTA to complete the pending
rail projects and concurrently satisfy the MTA's significant bus program
obligations, particularly relating to compliance with the federal Bus Consent
Decree. In November 1997, the CEQO presented the MTA Board of Directors a
re-forecast of the FY 1997-98 Operating Budget and implemented a cost
reduction and revénue enhancement program. In December 1897, the CEO
presented to the MTA Board of Directors a re-forecast of the FY 1997-98 Capital
Budget and a six-year Capital Improvement Program which demonstrated that
the MTA did not have the financial capacity to sustain the rail construction

program on its present schedule (See Appendix E).

A. ROLE AND BACKGROUND OF NEW CEO AND MANAGEMENT TEAM

The MTA has come under substantial criticism over the past few years, both for
its overall financial management and performance and for the management and
implementation of its rail construction programs. During this period, the MTA
also has experienced fre-quent turnover at the senior management levels. After
the FTA rejected the MTA's second recovery plan and after its own review of the
MTA's financia! practices, the MTA Board decided to bring in a new management
team with particular expertise in financial restructuring and business

reorganization.
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In August 1997, Julian Burke was appeinted as acting CEO of the MTA. Mr.
Burke is an expert in business crises and tumaround management, serving for
over 20 years as a senior executive with the Palmieri Company, one of the
nation’s Iargeét and most respected tumaround management companies. In that
role, Mr. Burke was involved in several major corporate turnarounds, including
the rehabilitation of the Mutual Benefit Life Insurance Company, the
Confederated Life Insurance Company, and the Penn Central Transportation
Company. Before his work with the Palmieri Company, Mr. Burke practiced law
in Los Angeles for a number of years, after starting his legal career as a
Supreme Court law clerk in the 1950's. Mr. Burke was appointed to a two year
term as CEO of the MTA by the MTA Board in April 1998.

Allan G. Lipsky joined Mr. Burke in these efforts at the MTA as Deputy Chief
Executive Officer. Mr. Lipsky, who was also a senior executive at the Palmieri
Company as well as at another large turmaround company, the J.E. Roben
Company, has over 25 years experience in managing the work-out and
reorganization of underperforming and financially threatened businesses.
Immediately before joining the MTA, Mr. Lipsky was President of Bridge Asset
Management, Inc., a company he organized to provide asset management and

marketing services to private and government clients.

Mr. Burke and Mr. Lipsky have brought their wealth of business knowledge and
years of turnaround experience to the MTA at a critical time in the agency's
history, and are dedicated to restoring financial credibility to the MTA so that it
can move forward to carry out its vital role in improving transportation in Los
Angeles County.

Another important new member of the management team, Sharon L. Landers,
joined the MTA as Deputy Chief Executive Officer in January 1998. Ms. Landers

has over 20 years of experience in the transportation industry, working as both a
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lawyer and a manager. She has held key positions with the New Jersey
Department of Transportation, the State of New York Governor’s Office, the City
of New York Mayor's Office, the New York City Department of Transportation,
the New York State Department of Transportation, and Orange and Rockland

Utilities, Inc.

This new management team is complemented by a group of capable and
dedicated career professionals at the MTA, who share the goal of restructuring
and revitalizing the agency and restoring its financial health and credibility. The
MTA's efforts in this regard are described in the following sections of this

Chapter.

B. OVERVIEW OF NEWLY ADOPTED FINANCIAL AND BUDGETARY
ANALYSIS AND POLICIES.

1. Description of the MTA budget —The MTA’s $2.5 billion annual budget
combines three income and expenditure programs, reflecting the MTA’s
responsibilities as a transit operator, builder of transit systems, and regional

fransportation planner.

» The Operating Budget of approximately $1 billion consists of bus
and rail operations (the Enterprise Fund), commuter services, and

debt service.

s The Capital Budget of approximately $800 million includes
expenditures for the rail construction program and operating capital

for transit operations and agency needs.
» The Subsidies Budget of approximately $600 million covers funds
from federal and state transportation programs and a part of
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County sales tax revenues that the MTA allocates to a variety of

projects and programs throughout Los Angeles.

2. Past practice -- In August 1997, then-incoming Board Chair Mayor Richard
Riordan formed a committee of budget staff from the City of Los Angeles and the
MTA that initiated an independent review of the historical budgetary practices of

the agency. The review disclosed five major areas of concem:

e Inadequate Financial Reporting: The Committee found that financial
information had not been presented in a form that could be easily
comprehended by the reader, and in many instances, had not been

accurately disclosed.

o Unrealistic Revenue Forecasts: The MTA had traditicnally utilized only
one source to forecast its revenues. As a result of a significant shortfali
in projected revenues for the FY 1997-98 period, the Committee
recommended that the MTA develop revenue projections by utilizing both

historical data and multiple economic forecasts.

s Operating Budget Gaps: As a result of incorporating unrealistic revenue
and expenditure assumptions into the budgeting process, the annual
gaps between revenues and expenditures were actually much greater
than forecasted. The Committee wamed that this annual greater than
expected funding gap would be further exacerbated if the MTA continued

to issue additional debt to finance its capital program.

» No Debt Policy. By continually capitalizing its interest payments, the
MTA had severely constrained its future debt capacity. The Committee
strongly disagreed with this practice as it was inconsistent with the effort
to finance a major, long-term capital program.
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e Lack of Meaningful Long-Term Financial Plan: The result of the MTA’s
failure to incorporate sound financial practices into its budgeting process
had led to severely flawed funding plans, which in tum, had led
unrealistic long term capital goals. The Committee recommended that
any incoming CEO should present to the Board an assessment of what

operating and capital programs could realistically be afforded.

3. Problems resulting from budget practices — As a result of poor budgeting
practices, the MTA collected chronically lower revenues and experienced higher
expenditures than budgeted. Budgetary shortages were usually resolved by
short-term “fixes,” such as additional borrowing and expense deferrals. The
Annual budget presented to the Board included unneeded reserves and unfilled
positions, resulting in poor expense contro! and an inaccurate picture of cost
center performance. Finally, and perhaps most importantly, the form of
presentation made it almost impossible to identify shortfalls in capital programs

and “line of business” surplus or shortage.

4. Examination and re-forecast of the operating budget -- Immediately after
accepting his appointment, the new CEO directed staff to update the adopted FY
1997-98 budget using realistic estimates of income and expenses and more
conservative and conventional government budgetary practices.  Overall
responsibility for the effort was assigned to a new Deputy CEO with experience
in financial restructuring and financial statement presentation. The initial phase

of this effort produced the following results:

» The Proposition A, Proposition C, and Transportation Development Act
(TDA) annual sales tax growth rate was re-forecasted from 7% down to

4%. Annually, this translated into $26 miliion less operating revenue.
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« The Budget was re-forecasted based on cash requirements, identifying

non-cash items and converting reserve budgets to a cash basis. The

net impact was a $3.5 million increase to cash expenditures.

« The Budget was re-forecasted to include current year interest on cash
balances. Previously, Propasition A and Proposition C interest was not
applied to the operating budget as part of the annual budget or included
the Formula Alfocation Plan (FAP). The FAP is a system of allocating
revenues to and between the MTA and municipal transit operators
based on state legislated formulas and Board adopted policies. The

MTA share increased the revenue forecast by $13.1 million.

The net combined impact of the above changes offset the sales tax
revenue shortfall by $15.6 million.

* Miscellaneous revenues were reduced by $4.3 million.

o Staff re-forecasted the Operations unit salaries and the associated

fringe benefits to be $26.5 million over the adopted budget.

» Workers compensation cash payments increased to $35 million in
FY 1996-97. As a result of the continuing increases in this cost item,
staff adjusted the budgeted method of charging out workers
compensation. This cost previously was included in the total agency
fringe rates. Costs are now charged directly to the unit where actual
liabilities are incurred. This caused a shift of costs from capital and

overhead departments to operating divisions for a net annual increase of
$6.5 million.
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The total increase to re-forecasted expenses, based on reviewing

FY 1996-97 preliminary financial results, amounted to $37.1 million.

FY 1997-98 events were reviewed in the subsequent step. First quarter
results validated the above expense re-forecast. Additionally, public liability
expenses were forecasted to be $1.2 million over budget, and budgeted
savings from changes to the fare commissions structure were reduced by

$1.7 million due to implementation delays. These two factors increased the

expense forecast by $2.9 million.

The re-forecasted budget variances are summarized in the chart below:

+/(-) to Change in
$ Millions Revenue Expense Surplus/Deficit
Revenue Assumptions Changes - ($26.0) $ - ($26.0)
Mayor’s Office Recommendations 19.1 3.5 15.6
Impact of FY 97 Actuals (4.3) 33.0 (37.3)
Impact of First Quarter FY 98 - 2.9 (2.9)
Total: ($11.2) ($39.4) (3$50.6)

The re-forecasted operating budget was formatted to clearly show the
composition of the $50.6 million deficit by line of business. This presentation
demonstrated the large structural deficit from continuing operations and the need
to improve the efficiency of transit operations to bring the MTA's operations to

financial soundness.

The next step was to develop a budget “workout program” that identified new
revenues and reduced expenditures. Each department head reviewed their FY
1998 operating budget, and then proposed reductions. Extensive discussions

ensued regarding these budget reductions. In addition, operating programs
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were re-budgeted based on updated FY 1997-98 cash flow needs. The non-
represented staff was reduced by almost 10% resulting in a reduction of 160
positions and approximately 80 actual terminations. Most of the terminations
were of administrative and overhead positions. The combined impact of these

two actions lowered the annual operating budget by $34 million.

One-time revenues of $15 million were identified. $7.9 million FAU and
Rideshare as well as $3.0 million Proposition A and Proposition C interest have
been previously discussed. Other prior year balances consisting of $1.6 million
lease revenues, $2.2 million in administrative sales tax revenues, and $600,000

in other MTA revenues were applied.

Cash expense reductions and one-time revenues reduced the forecasted deficit
by $49 million. Together with the improvements resulting from changes in

transit operations described below, the re-forecasted budget is now in balance.

5. Cash Balances In MTA Funds And Accounts -- The MTA has programming
authority of transportation funds for Los Angeles County in accordance with
California State law. As the Regional Transportation Planning Agency (RTPA),
MTA programs millions of dollars in funds. in addition, MTA administers the local
sales tax initiatives receiving the collected funds from the State of California. By
having such programming and management of funds authority, it is not
uncommon for large amounts of funds to be in MTA accounts. Such large
balances, however, are not indicative of those funds actually available to the
MTA for its own operations and projects. It is possible for the MTA to trade funds

with local municipalities and other jurisdictions.

Balances shown in MTA accounts such as the Proposition C 25% - Highway are
awaiting disbursement for prior year's Call for Projects awards (applicants have
up to 36 months to draw funds down) including payments to Caltrans for work
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expected to occur within the next 48 months. Other special revenue accounts
have unencumbered fund balances but the funds can only be used for specified
purposes such as security (Prop C 5%) or regional transportation (Prop C 10%).
All of the funds received by MTA and their restrictions are discussed in Appendix
F (Funding Sources Matrix of the MTA).

6. Examination And Re-Forecast Of The Capital Budget -- Following the
November 1997 presentation of the Operating Budget, the Fiscal Year 1997-98
Capital Budget was analyzed, re-forecasted, and presented to the Board in

December.

The funding assumptions for all capital projects included in the FY 1997-98
Adopted Budget were re-assessed. The review of funding assumptions involved
re-forecasting the Proposition A and Proposition C sales tax revenues and
assessing the resulting impact on bovnding capacity, a major component of
capital funding. The status of federal and state capital grant applications to
determine when these funds were projected to become available for current year
expenses also were reviewed. The terms and conditicns of the Metro Rail Red
Line MOS-3 Financial Contribution Agreement with the City of Los Angeles were
also reviewed because of changing engineering design and construction

schedules.

The re-forecasted FY 1997-98 Capital Budget is based on the following major

revenue assumptions:

o The FY 1998 federal appropriation for rail construction has been

reduced from $100 million to $61.5 million.
« The availability of FY 1998 federal appropriation has been delayed
untit FY 1998-99.
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« The FY 1997 federal appropriation of $69.5 million for Metro Rail Red
Line MOS-3 is available in FY 1997-98, based on the City of Los

Angeles resolution of Federal Aviation Administration issues.

» Funds expected from the City of Los Angeles’ Red Line funding
agreement have been removed from the budget pending re-

negotiation.

e Proposition A and Proposition C sales tax revenue forecast have
been reduced from 7% to 4%, thereby reducing projected bonding

capacity.

The expenditure plans of all capital projects included in the FY 1997-98 Adopted
Budget were reviewed. This review in\}olved adjusting project expenditure plans
to conform with the most current project implementation plans. The re-
forecasted FY 1997-08 Capital Budget is based on the following expense

assumptions:
¢ The Bus Procurement schedule is maintained.

e The award of new contracts for Metro Rail Pasadena Blue Line and
Red Line MOS-3 East Side projects has been put on hold.

« Funding for bus facility improvement projects is delayed to conform

with revised project schedules.

o Preliminary -engineering work for the San Fernando Valley
East/West and Mid-City has been deferred.
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« The scope of systemwide projects has been reduced and most

vacant Construction unit positions are eliminated.

The results of the review of FY 1997-98 revenues and expenses resulted in a re-
forecasted budget of $812 million for FY 1997-98 capital projects compared to
an Adopted Capital Budget of $1.137 billion,

The FY 1997-98 Capital Budget has a shortfall of $179 million. The budget
assumes that this shortfall will be covered by selling $38 million of Proposition. A
35% rail bonds and $141 million of Proposition C 40% bonds.

The FY 1997-98 Capital Budget was presented to the MTA Board of Directors
and other interested parties in a spreadsheet summary which allocated
expenditures and funds available into four categories-Bus Capital, Rail Capital,
Rail Construction and Other. Presentation of this format demonstrated the
unmet needs by program and was also used to present the Six-Year Capital
Budget.

C. CEO’S RECOMMENDATION TO SUSPEND THE EAST SIDE, MID-CITY
AND PASADENA RAIL PROJECTS

Based on the review of the Capital Budget described in the preceding section,
the CEO advised the Board in December 1997 that he intended to recommend
suspension of construction activities on the East Side and Mid City extensions of
the Metro Rail Red line and on the Pasadena Blue Line. The CEO also indicated
that he was developing a plan for an orderly demobilization of the three projects
proposed for suspension. The objective of such a plan-would be to conserve the
large investment on these three projects and to complete design and property

acquisition activities where appropriate.
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Following up on this December presentation, the MTA Board held a Special
Board meeting on January 14, 1998 to consider suspending of construction of
these three projects (Appendix G is the MTA Board Report ltem). At this
meeting, the CEQ submitted a proposal identified as "Management's Proposed
Board Resolution for Item SP1" (Appendix H - minutes of proceedings with
adopted resolution contained therein). This resolution, adopted by the MTA
Board at the special Board meeting, provides that the CEQ is authorized to
suspend for at least six months the East Side Extension of the Metro Rail Red
Line project, the Mid City Extension of the Metro Rail Red Line Project, and the
Metro Rail Pasadena Blue Line project. The resolution also directs the CEQO to
implement a Demobilization Plan for each suspended line, (the status of the
implementation of these Plans is described in more detail in Chapter VIl of this
Restructuring Plan). In this resolution, the Board emphasized its continuing
directive to complete the East Side, Mid City, and Pasadena projects, and
indicated its strong desire that every effort be made to preserve federal, state,
and local funding for the projects. To that end, the Board directed the CEO to
report monthly on the MTA's ability .to preserve the federal and state
programmed funding and on all developments relating to the restarting of one or
more of these projects. The resolution also requires the CEO to return to the
MTA Board in six months or less with a report of any feasible funding options for

remobilizing of any of the suspended projects.

Chapter VIl of this report provides a detailed explanation of how the CEO will
analyze opportunities to construct any of the suspended rail lines (e.g., on
alternative schedules, with altemative financing structures, in alternative
configurations) and/or the implementation of alternative, lower cost projects to
serve these corridors and other transit dependent areas of the County, within

MTA'’s projected financial resources.
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CHAPTER IV

Forecasting Model and MTA Revenues

A. FORECASTING MODEL

The Long Range Transportation Plan Financial Model is micro-computer-based. It was
recently converted from DOS/Lotus 1-2-3 to Windows/Excel 97 software. It is
composed of 25 workbooks containing more than 150 inter-linked worksheets. The
front-end consists of auto-loading, interactive, Visua!l Basic Macros which provide a
menu system for model loading, printing, and navigating between the 150 worksheets.
Revenues are assigned to projects and programs using the classical accounting
double-entry method. Project sheets are grouped and aggregated into Highway, Bus,
Rail, operating and capital summaries. A financing module integral to the model is
utilized to achieve a balance between revenues and costs as the final step in balancing.

Model consistency is confirmed through spreadsheets which counter-balance revenues

and costs.

Two additional models which are independent of the Financial Model, feed Operating
and Maintenance data that is incorporated into model projections. The “Peskin Model"
was developed using historical data from similar rail lines in the United States. It was
created by Robert Peskin, a nationally recognized expert, and provides indices used in
the model for estimating urban rail rehabilitation and replacement (R & R) costs. For
each respective rail line completed, under construction, and proposed by the MTA, the
Peskin model projects R & R costs annually for thirty years after opening, as a
percentage of total construction costs. The financial model adjusts these indices for

opening date, applies inflation, then muttiplies by total construction cost.

Operations and maintenance (O & M) costs for transit operations are projected by the

“Padron Model." This model was developed by the national consulting firm of Manual
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Padron & Assoc. exclusively for the MTA. It projects total O & M costs desegregated
into three categories; direct, indirect, and security costs in constant dollars, for each rail
line and the bus system. The entire MTA budget gets input into the Padron model line-
by-line. O & M costs are estimated by this model based upon projected system-wide

operations changes as bus and rail lines are added, modified, and eliminated.

Subsequently, the Long Range Transportation Plan (LRTP) financial model adjusts for -

specific timing of operating changes, then applies inflation, and finally aggregates these
estimates,
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WHAT THE FINANCIAL MODEL DOES AND DOES NoT Do

THE FINANCIAL MODEL...

¢ Provides a comprehensive tool

for the analyst to determine the MTA's
financial capacity to fund bus, rail and
highway projects.

Balances revenues &

expenditures using the best
available information about future
transportation revenues and costs in
Los Angeles County.

Includes important
assumptions about future costs
and revenues.

Uses conservative estimates
for costs and revenues.

Provides a snapshot view of
the funding picture. Accuracy is
maintained through an annual
financial update and a formal review
every fwo years.

Shows the interactive effects
of individual revenue or project

changes on all projects and programs

in the Plan.
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THE FINANCIAL MoDEL DoEes Nor...

Automatically calculate costs

and revenues. This information is
input to the model from other
sources.

Automatically issue debt to
balance the cash flows. The analyst
programs the mode! to issue a
specific amount of debt in a specific
year.

Contain "built-in" decisions
about MTA priorities and

policies. The analyst, working with
other staff, determines the project
scheduling or revenue availability.

Provide a funding or cost

guarantee. It does provide the
best estimate of financial capacity,
based on the information availabie.

Replace separate, specific
Board action on any project or
program included in the Plan,
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SUMMARY OF MAJOR INFORMATION SOURCES
FOR THE FINANCIAL PLAN FORECASTING MODEL

ELEMENT MAJOR INPUTS

MTA Bus Capital - MTA Budget )
& Ops - MTA analysis to project capital requirements (needs based)
Muni Operators/ADA - Operators’ Short Range Transit Plans (SRTPs)

Bus Capital & Ops - MTA analysis to project capital requirements (needs based)
Incentive Program/ - MTA Budget

Service Expansion

Rail Capital - MTA Budget
- Current Projects: Rail Construction cash flows
- Future Projects: Multimodal Planning estimates
- Rehab/Replacement: Industry standards

Rail Operations - Current: MTA Budget

- Future: MTA Cost Model & Operating Plans (Peskin Model)
Highway Projects - Call for Projects/Transportation Improvement Program
& Programs - Highway Systems Integration Plan

- State Transportation Improvement Program (STIP)

Local Revenues - Local Sales Tax: TDA, Propositions A& C
- Inflation Rates: UCLA Long Term Forecasting for LA County
- Fare Revenues: MTA Demand Model Patronage Forecasts &
MTA Cost Model & Operating Plans (Consent Decree
limitation)

State Revenues - County Transportation Improvement Program(CTIP): STIP
Fund Estimates of County Minimums
- Transportation System Management: Discretionary &
ISTEA Match
- Rail Bonds: STIP/State Allocation Plan

Federal Revenues - Section 3: ISTEA Authorization, Full Funding Grant
Agreements
- Formula Funds (STP, CMAQ, Sect. 9): ISTEA Authorized.*

* ISTEA reauthorization is assumed in future years, with revenues increasing generally by the growth rate of the Highway Trust Fund which is
currently 1.4% annually {except Section 3 Rail New Starts and Section 9 Operating Funds).
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Chapter IV, Page 39

TYPES OF ASSUMPTIONS USED IN THE FINANCIAL PLAN
FORECASTING MODEL

TYPE

« Major Revenue Source
Assumptions
« Financing Assumptions

« Highway Program Assumptions

Multimodal Program
Assumptions

« Bus Program Assumptions

» Rail Program Assumptions

05/14/98; 2:05 PM
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EXAMPLE

Sales Tax - Growth projections compared to
actual receipts and average of varying
projections from throughout Southem
Califonia.

Use of Debt - Senior lien bonds will be issued
in each year they are needed to meet capital
requirements for major projects, constrained by
debt service coverage ratio limitations.

Freeway Incident Management - This
program, funded primarily with Prop. C 25%
revenues, will continue to be funded at current
levels.

TDM - The funding level focuses on leveraging
local and private sector efforts. Lower funding
levels are set in the eariy years as the program
is evaluated for its effectiveness. Moderate
funding levels begin concurrent with the
opening of additional rait and HOV facilities.

Bus Capital Program — Bus procurement
figures include related support equipment and
follow a 12 year replacement cycle for the MTA
and municipal operators.

Project costs - Costs for rail projects that have
MTA approved plans and budgets are shown
as an annual cash flow based on the approved
budgets. Costs for rail projects with no existing
budgets are calculated based cn MTA's cost
estimation guidelines.
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Chapter IV, Page 40

B. MTA REVENUES

1. Background - Description Of MTA Funding Sources And Eligible Uses Of
Funds -- In analyzing the MTA Budget, particularly the budgets for major projects, it is
important to start with an understanding of the state and local revenue sources, The
MTA utilizes a variety of fund sources and institutional arrangements to operate,
maintain, and improve the regional transportation system. These fund sources and
arrangements are summarized in Appendices A (Summary of Key Financial
Assumptions) and B (MTA Funding Sources and Eligible Uses). Also included at the
end of this section is the MTA Funding Source Eligibility chart which details those
MTA's revenues that have been allocated or are eligible to be allocated to either the

rail, bus, or highway mode.

The MTA is responsible for the operation of one of the largest bus and rail systems in
the nation while at the same time serving as the multi-modal regional transportation
planning agency for Los Angeles County. When examining revenues available from the
prior five years (FY 1992-93 through FY 1996-97), as set forth in Appendix D, it is
critical to remember that the MTA serves in this unique, dual role capacity. The
revenues available to the MTA are as much influenced by this dual role capacity as
they are from standard fluctuations in the economy and the ability of the state and
federal governments to allocate or appropriate funds. This influence arises from the
fact that the MTA must divide or entirely forego many of the sources of funds it
administers with other public agencies such as municipal transit operators, Caltrans,

cities, and the County of Los Angeles.

The dual MTA roles of transportation planner and transit operator also influence the
anticipated revenue that the MTA can expect to receive for its own projects and
services over the budget year and the next six years (FY 1997-98 through FY 2003-04).
The MTA is as much committed to continuing the subsidy programs that arise from its

transportation planning role as it is with continuing to operate its transit systems. In

05/14/98; 2:05 PM 40

x\Frank\3~ Draft Plan\3™ Draft Restructuring Plan Chpl V-V



Chapter IV, Page 41

“fact, the MTA’s commitment to its subsidy programs are often mandated by local

ordinances, and state and federal statutes. (See complete discussion in Appendix D)
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY- CAPITAL DEVELOPMENT & PROGRAMMING DEPARTMENT

MTA Funding Source Eligibility - Based On Financial Update March 1998 5/14/98

Rail Bus Highway/Multimodal
REVENUE SOURCES Capital |Operations| Capital }Operations| Highways! TDM
LOCAL REVENUES : : :

Local B
Jpivate oL Ae

- Benefit As
Financing
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY- CAPITAL DEVELOPMENT & PROGRAMMING DEPARTMENT

MTA Funding Source Eligibility - Based On Financial Update March 1998 5/14/98
Rail Bus Highway/Multimodal
REVENUE SOURCES Capital | Operations| Capital |Operations| Highways | TDM

STATE REVENUES | | ;

I.DA Artlcle 4

Flexible Congestson Relief A . E i A .

| |ghway Demo. Projects

Notes: A - Revenues ailocated to these modes.
E - Eligible for these uses although none allocated.
1 - Transit center uses only.
2 - Propositien C 25% is eligible for construction of transit ways including bus ways, carpool lanes, and operational and interchange improvements.
3 - Ports and Port user fees on the Alameda Corridor are allocated for highway uses in the Long Range Transportation Plan,
4 - Revenue eligible and allocated for first three-years of new service only.
5 - Local Funds, allocated to Rail Capital, are from LA City Funds only.
6 - Private Funds are Local Agency Funds and Public/Private JV Funds.
7 - TDA Aricle 3 is restricted to Regional Bikeway projects.
8 - Limited portion of TDA Article 8 fund is allocated to Transit, based on unmet needs in specified areas of the County.
9 - Rail Capital's funding source, Proposition C 10%, includes Park & Transit Ctr and Metrolink.
10 - Used for fixed guideways in highways.
11 - Specific allocation for ATTB research and design.
12 - Eligible for bus rehabilitation, mass transit guideways, rolling stocks, and transit center uses.
13 - Paratransit services-funds converted to Section 16,
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Chapter IV, Page 44

" 2. Anticipated Revenue -- A comprehensive table of revenue projections is shown at
the end of this section, entitled “Anticipated Annual Revenue by Source through FY
2004,” it includes expanded revenue sources from that shown in Appendix D “Major
Revenue Sources and Distribution for Past Five Years.” With these additional revenue
sources, the total annual revenues programmed by the MTA averages approximately
three billion dollars ($3 billion) per year. These additional revenue sources will be -

described in the ensuing discussion.

Prudent revenue projections were developed for -each source individually, Most
projections were developed by studying historical trends and conservatively forecasting
future revenues. Some revenues were projected by presuming that existing
agreements, such as Full Funding Grant Agreements, continue unchanged. New
revenue sources were not assumed. Funds which are not programmed, MTA reserve,
and those funds going to other organizations are grouped into the columns entitted
“Others/TBD” (TBD is an abbreviation for To Be Determined).

Annual revenues programmed to MTA operations'grow each year from just below $1.1
billion in Fiscal Year 1998 to just below $1.3 billion in FY 2004. Interestingly, while
state revenues for MTA operations remain essentially stable, federa!l revenues diminish
to nearly zero, meaning that local funds increase every year. Conversely, MTA capital
revenues decrease as a result of the suspension of rail construction. Federal revenues
decrease from a high of $318 million in FY 1998 to $80 million in FY 2004, state
revenues spike to a high of $275 million in FY 1999 then rapidly diminish to $2.4 in FY
2004, and local revenues start at $403 million in 19898 then drop rapidly to
approximately $35 miltion per year in FY's 2002, 2003, and 2004.

Local revenues make up approximately 70% of the total revenues shown. The
remaining 30% is almost evenly split between state and federal sources. Local revenue
sources included in this table but not in prior years are: Fares, Local Agency, Other-

Advertising, Auxiliary & Charter, interest Earnings, and Lease Revenues. More than
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Chapter IV, Page 45

half of the local revenues, 61.3%, are programmed to MTA Capital, {(6.7%), and MTA
Operations, (54.6%). Cash collections and debt secured against sales taxes collected
from TDA, and Propositions A and C, along with fares are the primary sources of local

revenues.

Most State revenues, 76.5%, fall into the Others/TBD category. Only 5.9% go to MTA

Operations, while approximately three times that, 17.6%, go to MTA Capital. State
revenues included here but not in prior years are: SHOPP, SAFE, Proposition 116, and
some other minor sources. Senate Bill Number SB 45, passed by the State Legislature
of California during FY 1998, eliminated and consolidated many State revenue sources,
resulting in the formation of the County Transportation Improvement Program (CTIP).

The CTIP is projected to be the largest single source of State revenues. The MTA
believes that passage of SB 45 has made a positive impact on State revenues and how

they are programmed by the MTA.

Section 5309 (formerly Section 3) and Section 5307(formerly Section 8) are the largest
Federa! revenue sources projected. In making these projections, the MTA has not
included the significant percentage increases in federal funding reflected in the House
and Senate ISTEA bills currently being considered in the Congress (See chart on
following page for potential increased funding). Federal revenue sources included in
this table but not in prior years are: ISTEA/Other Federal Funds (primarily for ACTA),
Section 26 and some other minor sources. Most federal revenues (59.8%) fall into the
Others/TBD category. Approximately one third, 33.5%, go to MTA Capital while only
6.7% of these funds go to MTA Operations. Federal funds contribute less than 2.5% of
total MTA Operations; however, almost all of the Federal MTA Operations funds are

projected to be discontinued during the forecast period .
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Los Angeles County Metropolitan Transportation Authority

Comparison of Projected Federal Revenues'

ISTEA Il (S 1173), BESTEA (HR 2400), and MTA Assumptions ($ millions)
As of April 28th 1998

BESTEA ISTEA Il | MTA
Highway | (HR 2400) (S 1173) Assumptions®
Highway Specific Reference (Earmark) $268.6 $0.0 $0.0
CMAQ 510.0 459.2 ' 283.7
RSTP | 1,125.9 1,038.3 4416
Highway Subtotal $1,904.5 $1,497.5 $725.3
Transit
Transit Specific Reference (Earmark) 15.0 0.0 0.0
Section 32 '
Rail New Starts 600.0 600.0 561.5
Fixed Guideway Modernization 21.7 21.7 21.7
Bus Capital ' 50.0 50.0 0.0
Section 9 Formula 1,268.7 1,152.4 789.5
Transit Subtotal 1,955.4 1,824.1 1,372.7
Grand Total ' $3,859.9 $3,321.5 $2,098.0
Notes:

1. Tabulation is based on estimates and best available data. Figures can and wiil change after
House/Senate Conference Committee develops ISTEA I bill.

2. Section 3 is estimated from Full Funding Grant Agreements, MTA requests, prior ISTEA amounts and is
subject to annual appropriations process.

3. MTA Assumptions are for afl of L.A. County including municipal bus operators and are derived from Appendix A
of the draft Restructuring Plan dated May 4, 1998, pertaining to key financial indices through 2004.
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1998 Financlai Plan Forecasting Model ($ millions) march scenarlo

— Fiscal Years 1998 - 2004 — — FY 1997 - 1998' — wreeer FY 1998 - 1999  counne wmeeee FY 1999 . 2000 —
MTA Ops MTA Cap Others/TBD|| MTA Ops MTA Cap Others/TBD | MTAOps MTA Cap Others/TBD | MTA Ops MTA Cap Others/TBD
Local
Proposition A 22341 0.0 1,229.7 28186 0.0 151.6 290.2 0.0 159.1 302.3 0.0 166.9
Proposition C 2,039.3 0.0 1,464.9 2508 0.0 23127 285.5 0.0 162.3 287.7 0.0 179.8
TDA 1,163.4 816 575.5 164.0 216 745 147.8 10.0 76.7 1547 10.0 799 |
Benefit Assessment 0.0 a0 0.0 0.0 04 0.0 0.0 04 0.0 0.0 0.4 0.0
Local Agency 0.0 0.0 799.1 0.0 0.0 254 00 0.0 2789 0.0 0.0 402.5
LA City 0.0 100.3 0.0 00 61.1 0.0 0.0 37.0 0.0 00 22 0.0
Fare Revs 1,880.1 0.0 3916 2206 0.0 490 2350 0.0 515 258.9 0.0 54.0
Financing: Hwy (Prop. C 25%) 0.0 94.9 899.7 0.0 28.1 2425 0.0 18.1 43 0.0 0.0 196.3
Financing: Rail Cap (Prop. C 40%, 10%, A 35%) 0.0 4345 7.7 0.0 251.7 00 0.0 365 7.7 0.0 792 0.0
Financing: Bus Cap (Prop. C 40%) 0.0 106.2 0.0 0.0 29.5 00 0.0 156 0.0 0.0 44.2 0.0
Financing: Admin {Prop. C 40%) 65.4 1308 0.0 50 101 0.0 9.0 18.1 0.0 106 21.2 0.0
Other - Advertising, Aux. & Charler 194.9 0.0 55.0 251 0.0 126 259 0.0 8.8 268 0.0 6.9
HOV Vigtation Fund 2.6 0.0 0.0 08 0.0 0.0 0.3 0.0 0.0 0.3 0.0 0.0
Interest Eamings 54.8 0.1) 435 17.5 (0.0) 25.0 10.9 (0.0} 27 11.0 (0.0} 28
Lease Revenues 72.4 0.0 0.0 10.7 0.0 0.0 9.4 0.0 0.0 a7 0.0 - 0.0
Total Local Revenues 7,707.1 951.1 5,466.7 976.1 402.7 8144 | 1,0141 135.7 780.1 1,06109 1571.2 1,089.0
54.6% 8.7% 38.7%
State
STIPICTIF? 0.0 508.5 1.623.4 0.0 90.5 139 0.0 240.2 3264 0.0 58.4 3147
TP&D/STA 164.1 0.0 235 224 0.0 3.3 228 0.0 a3 231 0.0 33
TSM (ISTEA Match) 0.0 5.0 22 0.0 5.0 22 0.0 0.0 0.0 0.0 0.0 0.0
Environ Enhance & Mit 0.0 0.0 7.0 0.0 0.0 1.0 0.0 0.0 1.0 0.0 0.0 1.0
SHOPP 0.0 0.0 7444 0.0 0.0 335 0.0 0.0 75.5 0.0 0.0 60.0
Other State 0.0 0.0 3.0 . 0.0 0.0 14 0.0 0.0 14 0.0 0.0 0.2
Prop 116 0.0 44 4 30.0 0.0 11.3 140 0.0 331 1318 00 0.0 22
SAFE 0.0 0.0 64.2 0.0 0.0 138 0.0 0.0 89 0.0 0.0 85
Fwy Service Palrol-State Hwy Account (SHA) 213 0.0 0.0 6.3 0.0 0.0 a5 0.0 0.0 as 0.0 0.0
SCAQMD-AB2766 0.0 16.7 0.0 0.0 47 00 0.0 2.0 0.0 0.0 2.0 0.0
Total State Revenues 191.4 5746 2,497 8 28.7 115 83.1 26.3 275.2 430.3 268 60.4 389.9
5.9% 17.6% 76.5%
Federal
Sect 3 New Starts 0.0 316.8 314.2 0.0 69.5 00 0.0 ar.s 240 0.0 62.0 8.0
Section 3 Rail Mod 0.0 431 0.0 0.0 214 00 0.0 35 0.0 0.0 35 0.0
Secl 9 180.7 5543 3225 332 1746 40.2 328 70.0 443 323 514 452
CMAQ 16.9 236 2926 16.9 36 28.9 0.0 20.0 298 0.0 0.0 45.5
Regional Surf. Trans. Prog. 0.0 65.0 461.7 0.0 418 433 0.0 23.2 544 00 0.0 70.8
ISTEA/Other Fed. Funds {Alameda Corridor) 0.0 0.0 398.9 0.0 0.0 2381 0.0 0.0 138.0 00 0.0 123
ISTEA-Transp. Enhance (See State CTIP) 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0
ITI-Bus Preferential Signal. System 0.0 0.0 21.0 0.0 0.0 30 0.0 0.0 3.0 0.0 0.0 3.0
Seclion 16 (capital) 0.0 0.0 35 0.0 0.0 05 0.0 0.0 05 0.0 0.0 0.5
Section 26 0.0 126 0.0 0.0 75 0.0 0.0 5.1 0.0 0.0 0.0 0.0
Misc. Grants 4.7 0.0 0.0 4.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Federal Revenues 202.2 1,015.5 1,814.3 54.7 318.4 2540 328 159.3 294.0 323 116.9 215.2
6.7% 33.5% 59.8%
Total Revenues 8,100.8 2,541.2 9,778.9 1,059.5 832.6 1,251.5 1,073.2 570.2 1,504.4 1,120.9 3345 1,694.2
39.7% 12.4% 47.9%
Prepared by: Capital Development & Programming 08:18 AM 14-May-98
NOTES:

1. Includes starting balances.

2. Includes 1936 STIP carryover Into 1998 CTIP.

3. TBD Is an abbrevialion for “To Be Determined®,

4. Prior five years funding charl is contained in Appendix E.
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Anticipated Annual Revenue by Source through FY 2004
1998 Financlal Plan Forecasting Model ($ millions) march scenarlo

— Flscal Yoars 1998 - 2004 — — FY 2000 - 2009 -~ ~—— FY 2001 -2002 —o
MTA Ops MTA Cap Others/TBD | MTA Ops MTA Cap Others/TBD | MTA Ops MTA Cap Others/iTBD
Local
Proposilion A 2,234 0.0 1,229.7 316.0 00 174.8 331.2 0.0 183.1
Proposition C 2,039.3 0.0 1.464.9 2911 0.0 197.9 299.0 00 2135
TDA 11634 81.6 575.5 159.2 10.0 82.3 167.4 10.0 86.0
Benelit Assessment 0.0 30 0.0 0.0 04 00 0.0 04 0.0
Local Agency 0.0 0.0 799.1 0.0 0.0 566 0.0 0.0 115
LA City 0.0 100.3 0.0 0.0 00 0.0 0.0 0.0 0.0
Fare Revs 1.880.1 0.0 3916 281.0 0.0 . 56.0 281.0 0.0 58.1
Financing: Hwy {Prop. C 25%) 00 94.9 899.7 0.0 48.7 116.3 0.0 00 1294
Financing; Rail Cap (Prop. C 40%, 10%, A 35%) 0.0 4345 7.7 0.0 62.3 0.0 0.0 4.7 0.0
Financing: Bus Cap (Prop. C 40%) 0.0 106.2 0.0 0.0 7.5 0.0 0.0 21 00
Financing: Admin (Prop. C 40%) ' 65.4 1308 0.0 9.7 19.5 0.0 9.6 19.1 0.0
Other - Advertising, Aux. & Charter 194.9 0.0 55.0 277 0.0 6.8 288 0.0 74
HOV Viglation Fund 26 0.0 0.0 0.3 0.0 0.0 0.3 0.0 0.0
Interest Eamings 54 8 0.1) 435 490 {0.0) 30 3.9 (0.0 31
Lease Revenues 724 0.0 0.0 10.1 0.0 0.0 10.5 0.0 0.0
Total Local Revenues 7,707.4 951.1 5,466.7 1,099.1 148.4 691.6 1,131.5 36.3 691.9
54.6% 8,7% 38.7%
State
STIPICTIF? 0.0 508.5 1,623.4 0.0 982 ©279.5 0.0 10.4 340.3
TPADISTA 164.1 0.0 235 234 00 33 238 0.0 34
TSM (ISTEA Match) 0.0 50 2.2 0.0 0.0 0.0 0.0 0.0 0.0
Environ Enhance & Mit 0.0 0.0 7.0 0.0 0.0 1.0 0.0 0.0 1.0
SHOPP 0.0 0.0 744.4 00 0.0 180.0 0.0 00 180.0
Other Stats 0.0 0.0 3.0 0.0 0.0 00 0.0 - 0.0 0.0
Prop 116 0.0 44 .4 30.0 0.0 0.0 00 0.0 0.0 0.0
SAFE 0.0 0.0 €4.3 00 0.0 .2 0.0 0.0 8.4
Fwy Service Patrol-State Hwy Account (SHA) 27.3 0.0 0.0 a5 0.0 0.0 35 0.0 0.0
SCAQMD-AB2766 00 16.7 0.0 0.0 2.0 0.0 0.0 20 0.0
Total State Revenues 191.4 574.8 2,497.8 269 100.2 472.0 273 124 5331
59% 17.6% 78.5%
Federal ,
Sect 3 New Starts 0.0 316.8 2142 0.0 50.0 50.0 0.0 50.0 50.0
Section 3 Rail Mod 0.0 431 00 0.0 36 0.0 0.0 3.6 0.0
Sect9 180.7 554.3 322.5 319 52.7 46.0 A4 54.1 47.0
CMAQ .16.9 236 2926 0.0 0.0 46.1 0.0 (0.0) 46.8
Regional Sur. Trans. Prog. 0.0 65.0 461.7 0.0 0.0 718 0.0 0.0 728
ISTEA/Other Fed. Funds (Altameda Corridor} 0.0 0.0 398.9 0.0 0.0 10.5 0.0 0.0 0.0
ISTEA-Transp. Enhance (Sea State CTIP) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
ITI-Bus Preferenlial Signal. Syslem 0.0 00 21.0 0.0 0.0 3.0 0.0 0.0 30
Section 16 (capilal) 0.0 0.0 35 0.0 0.0 0.5 0.0 0.0 05
Seclion 26 00 12.6 00 0.0 0.0 0.0 0.0 0.0 0.0
Misc. Granls 4.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00
Total Federal Revenues 202.2 1,015.5 1,814.3 31.9 106.3 2279 314 107.7 2201
6.7% 3315% 59.8%
Total Revenues 8,100.8 2,541.2 9,778.9 1,158.0 3549 1,393.6 1,190.2 156.5 1,445.0
39.7% 12.4% 47.9%!
Prepared by: Capital Development & Programming 0B:18 AM 14-May-98
NOTES:

1. Includes starting balances.

2. Includes 1996 STIP carryover ima 1998 CTIP.

3. TBDis an-abbravistion for “To Be Delermined”.

4. Prior five years funding chart is contained in Appendix E.
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1998 Financial Plan Forecasting Model (3 mlilions) march scenario

— Flscal Years 1998 - 2004' — —— FY 2002 - 2003~ - FY 2003 -2004 —
MTA Ops MTA Cap Others/TED || MTA Cps MTA Cap Others/TBD | MTAOps MTA Cap Cthers/TBD
Tocal
Proposition A 2,2341 0.0 1.229.7 347.7 0.0 1623 365.1 0.0 , 2019
Proposition C 2,039.3 0.0 1.464.9 307.4 0.0 230.7 3181 0.0 246.9
TDA 1,163.4 81.6 5755 180.4 10.0 85.9 189.8 10.0 90.2
Benefil Assessment 0.0 3.0 0.0 0.0 0.5 0.0 0.0 05 0.0
Locat Agency 0.0 0.0 7991 0.0 0.0 119 0.0 0.0 124
LA City 0.0 100.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fara Revs 1,880.1 0.0 391.6 3018 0.0 60.2 301.8 0.0 62.8
Financing: Hwy (Prop. C 25%) 0.0 94.9 8089.7 0.0 0.0 92.5 0.0 0.0 83.4
Financing: Rail Cap (Prop. C 40%, 10%, A 35% 0.0 4345 77 0.0 0.0 0.0 0.0 0.0 0.0
Financing: Bus Cap {Prop. C 40%) 0.0 106.2 0.0 0.0 34 0.0 0.0 38 0.0
Financing: Admin (Prop. C 40%) 654 130.8 00 10.3 20.5 0.0 1.2 223 0.0
Other - Advertising, Aux. & Charter 194.9 0.0 55.0 29.8 0.0 7.3 30.9 0.0 76
HOV Violation Fund 26 0.0 00 0.3 0.0 0.0 0.3 0.0 0.0
Interest Eamings 548 (0.1} 435 38 (0.0} 33 ar 0.0 35
Leasa Revenues ) 724 0.0 0.0 108 0.0 0.0 1.2 0.0 0.0
Total Local Revenues 7,707 1 951.1 5,466.7 11924 34.4 684.1 1,232 366 7138
54.6% 6.7% 38.7%
State
STIPICTIP? 00 508.5 1623.4 0.0 104 1371 0.0 04 2115
TPA&D/STA 164.1 0.0 235 24.1 0.0 34 244 0.0 35
TSM (ISTEA Match} 0.0 50 2.2 00 0.0 0.0 00 0.0 0.0
Environ Enhance & Mit 0.0 0.0 7.0 0.0 0.0 1.0 0.0 0.0 1.0
SHOPP 0.0 0.0 744 4 0.0 0.0 1058 0.0 0.0 109.6
Other State 00 0.0 a0 0.0 0.0 0.0 0.0 - 0.0 00
Prop 116 0.0 44 4 300 00 0.0 0.0 0.0 0.0 00
SAFE 00 0.0 64.3 0.0 0.0 82 0.0 0.0 8.3
Fwy Service Patro*-State Hwy Account (SHA) 27.3 0.0 0.0 15 0.0 0.0 as 0.0 0.0
SCAQMD-AB2766 0.0 16.7 0.0 0.0 20 0.0 0.0 20 0.0
Tolal State Revenues 191.4 '574.6 2,497.8 27.6 124 255.5 279 24 3339
5.8% 17.6% 76 5%,
Federal
Sect 3 New Starts 0.0 316.8 314.2 0.0 47.8 52.2 0.0 00 100.0
Seclion 3 Rall Mod 0.0 431 00 0.0 37 0.0 0.0 38 0.0
Secl 9 ' 180.7 554.3 225 9.8 751 495 9.3 76.5 50.4
CMAQ 16.9 236 2626 0.0 0.0 47.4 0.0 0.0 481
Regional Surf. Trans. Prog. 0.0 65.0 461.7 0.0 0.0 73.8 0.0 0.0 74.8
ISTEA/Other Fed. Funds {Alameda Cormridor) 0.0 0.0 388.9 0.0 0.0 0.0 0.0 0.0 0.0
ISTEA-Transp. Enhance {(See Stale CTIP) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
IT1-Bus Preferential Signal. System 0.0 0.0 21.0 0.0 00 3.0 00 0.0 3.0
Section 16 {capital) 0.0 0.0 35 00 0.0 05 0.0 0.0 0.5
Section 26 0.0 12.6 0.0 00 0.0 0.0 0.0 0.0 0.0
Misc. Grants 47 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Federal Revenues 202.2 1,015.5 1,814.3 9.8 126.6 226.4 9.3 80.3 276.8
6.7% 33.5% 59.8%)
Total Revenues B,100.8 2,541.2 9,778.9 1,229.8 173.4 1,166.0 1,269.3 119.3 1,324.3
87% 12.4% 47.9%)
Prepared by: Capital Develapmenl & Programming 08:18 AM 14-May-98
NOTES:

1, Includes slarling balances.

2. Includes 1996 STIP carryover inlo 1998 CTIP,

3. TBD is an abbreviation for “To Be Delermined*.

4. Prior five years funding charl is contained in Appendix E.
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CHAPTER YV
OVERVIEW OF THE RESTRUCTURING PLAN

A. INTRODUCTION

Chapter V presents an agency wide picture of the Restructuring Plan. Following the
presentation principles which enabled the CEO to effectively explain the MTA’s complex
three part budget, the Plan presents separate tables for the six-year capital revenue,

expenditure projections, and the operating revenues and expenses.®

The six year Capital Program demonstrates that the two continuing rail construction
projects, MOS-2 and MOS-3 North Hollywood, are fully funded, as are the bus
acquisition program and the Alameda Corridor commitment. The shortfalls on the
capital side are for portions of the capitaliimprovements needed to keep the existing
bus, rail, and administrative systems in proper working order. Generally, capital facilities
maintenance and support are the areas of concern in the projected capital improvement
program as detailed in this Chapter.

The next part of this Chapter presents an annual summary of operating costs and
revenue for the same six year period, and an annual combined summary of the capital
and operating plan. The revenue and cost assumptions leading to the identification of
the capital and operating shortfalls are examined. On the revenue side, a general
examination of the assumptions used to project the availability of funds is necessary
and will be discussed first. On the cost side, the examination of assumptions is

reserved for the project by project descriptions in the following Chapter.

® The Subsidies Budget, which is essentially a pass through of committed revenues and expenditures and
is therefore always in balance, is not incorporated in the presentation.
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The MTA continues to struggle with an operating and capital budget structural deficit
that will require short term (one-time) solutions and long term (ongoing) solutions.

Projected capital shortfalls are common among urban transit properties in the United
States and the MTA is no exception. The MTA will provide qualitative methods for

solving the shortfalls herein and identify the processes being used to workout the

deficits in the capital and operating program and budgets. The MTA management -

believes that the strength of the processes and qualitative methods to be used, in
conjunction with the commitments made to fund the consent decree and the Metro Rail
Red Line MOS-2 and North Hollywood projects, will be sufficient to demonstrate the
ability of the agency to meet its statutory obligations and Full Funding Grant Agreement
commitments to the Federal Government. The MTA will not provide quantitative, line by
line solutions to each of the shortfalls, as these items are under development but will
identify the solutions currently proposed for the FY 99 budget.

In addition, a conservative estimate of the increased revenues and decreased
expenses expected from the new management’'s workout and restructuring program is
applied to further reduce the FY 99 estimated deficit and the aggregate deficit for the
Plan period.

The MTA's plan for meeting it's obligations in the event a deficit remains is also
described herein. To the extent the MTA's cannot meet its operating and capital
obligations through the workout process described below, it will have to reduce its

expenditures by reducing transit services and/or raising fares.

B. CAPITAL AND OPERATING PROGRAMS

1. Capital Improvement Program Summary -- The MTA is projecting $3.0 billion in
capital expenses for the projects under review in this Restructuring Plan, against which
there are only $2.5 billion in forecasted funds available. The revenues and expenses
for each capital project are those that are anticipated to occur from FY 1997-98 through
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FY 2003-04. For the purposes of the following discussion, projects are described as
fully funded if, in the opinion of the MTA, the funds are substantially committed by the
MTA, the CTC, or the FTA. There is always the possibility that commissions or
legislative bodies will not allocate or appropriate funds in a timely manner, and the MTA
can make no assurances that this will not occur. However, the MTA does commit that it

will do every thing in its power to see that these allocations and appropriations do

occur.

The capital projects that can be considered fully funded under the definition provided

above are as follows:

¢ Bus Acquisitions

e Metro Rail Red Line MOS-2 to Hollywood and Vine

+ Metro Rail Red Line MOS-3 to North Hollywood

« Alameda Consolidated Freight Corridor

The cost and revenue side risks of these projects are discussed in the following part of

this Chapter.

The capital programs for which the MTA has not yet identified sufficient revenues or
cost reductions to be described as fully funded under the above definition are as
follows:

= Bus Operations Capital Support

« Rail Operations Capital Support

05/15/98; 10:01 AM 52
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o Demobilized rail projects — Metro Rail Red Line East Side and Mid-City
Segments and the Pasadena Blue Line

The bus and rail operations capital support shortfalls are key areas of focus for the MTA
management and will be discussed later in this Chapter.
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THE MTA RESTRUCTURING PLAN

By Project and By Funding Source

Annual Summary of Capital Costs & Revenues

ANNUAL CAPITAL PROJECT COSTS

by Fiscal Year ($M)

| Segment/ltem FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY D4 TOTAL
Red Line Seg. 2 $150.0 $89.6 $67.5 $26.8 $20.6 $0.0 $0.0 $354.4
Red Line Seg. 3 N. Hiywd. * $245.6 $273.9 $116.6 $67.5 $38.8 $0.0 $0.0 $742.3
Rall Capital Projects $67.5 $83.5 $48.9 $28.0 $13.6 $24.1 $23.2| $288.9
Bus Acquisition $100.0 $92.2 $78.9 $65.7 $68.6 $69.9 $74.2] ~$549.5
Bus Capital Projects $93.1 $87.2 $93.5 $98.9 $70.2 $65.8 $69.4 $578.0
Alameda Corridor $24.3 $71.4 $57.3 $141.4 $0.0 $0.0 $0.0| $294.4
Other Admin. Projects $59.4 $40.3 $12.1 $7.8 $4.4 $4.4 $46| $133.0
Totals $739.8 $738.1 $474.8 $436.1 $216.2 $164.3 $171.3| $2,940.5
The MTA Restructuring Plan
Summary of Capital Revenues By Project and By Funding Source
Segment/item Federal State Local Total Costs
Red Line Seg. 2 $2.5 $0.0 $351.9 $354.5
Red Line Seg. 3 N. Hiywd. $336.8 $279.7 $205.4 $821.9
Rail Capital Projects $46.0 $59.1 $33.0 $138.2
Bus Acquisition $437.3 $1.3 $110.9 $549.5
Bus Capital Projects $121.0 $14.5 $65.2 $200.7
Alameda Corridor $44.8 $200.9 $48.7 $294.4
Other Admin, Projects $13.2 $11.2 $61.7 $86.1
Totals $1,001.7 $566.8 $876.8 $2,445.3
The MTA Restructuring Plan
Annuadl Summary of Capital Shortfalls By Project

Segment/item FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Red Line Seg. 2 $0.0 50.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Red Line Seg. 3 N. Hlywd. $0.0 {$0.0) $0.0 $0.0 $0.0 $0.0 $0.0 ($0.0)
Rali Capital Projects $0.0 ($80.5)] (344.6)] ($16.0) $30.1 $38.3 (318.4) ($71.1)
Bus Acqguisition $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 ($0.0} $0.0
Bus Capltal Projects $10.0 (353.8)] ($67.1)] (896.0)] (§68.0) {348.8)| ($53.5)] ($377.3)
Alameda Corridor $0.0 $0.0 (30.0) $0.0 30.0 $0.0 $0.0 $0.0
Other Admin. Projects $0.0 ($13.6)] (%12.1) (37.8) {34.4) (34.4) (34.6)] {$46.9)

$10.0 | ($127.9)] ($123.7)| ($119.8) (342.3) (315.0) ($76.5)] ($495.2)

. Totals

* The North Hollywood capilal reserve pursuant to the Full Funding Grant Agreement is not reflected in these figures but is maintained by

. MTA controller as a separate reserve (see Appendix |).
** An annual breakout of capital/operating casts and revenue by funding source ¢an be found in Appendix C.
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THE MTA RESTRUCTURING PLAN
Annual Summary of Capital Costs & Revenues
By Project and Funding Source

ANNUAL CAPITAL PROJECT COSTS

by Fiscal Year (3M)

Segment/item FY 98 FY 89 FY Q0 FY 01 FY 02 FY 03 FY 04 TOTAL
Red Line Seg. 2 $150.0 $39.6 $67.5 $26.8 $20.6 $0.0 $0.0 $354.4
Red Line Seg. 3 N. Hiywd. * $2456 $273.9 $116.6 $67.5 $38.8 $0.0 $0.0 $7423
Rall Capital Projects $67.5 $83.5 $48.9 $28.0 $13.6 $24.1 $23.2 $288.9
Bus Acquisition $100.0 $92.2 $78.9 $65.7 $68.6 $69.9 $74.2 $549.5
Bus Capital Projects $93.1 $87.2 $93.5 $98.9 $70.2 $65.8 $60.4 $578.0
Alameda Corridor $24.3 $71.4 $57.3 $141.4 $0.0 $0.0 $0.0 $294 4
Other Admin. Projects $59.4 $40.3 $12.1 $7.8 $4.4 $4.4 $4.6] $133.0
Totals $739.8 $7381 $474.8 $436.1 $2162 $164.3 $171.3| 52,9405
REVENUE BY FUNDING SOURCE
by Fiscal Year ($M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
Sec. 3 $69.5 $37.5 $62.0 $50.0 $50.0 $47.8 $0.0 $£316.8
Sec. 9 $1454 $99.2 $514 $52.7 $54.1 $74.3 3720 $549.1
CMAQ $25 $20.0 $0.0 $0.0 $0.0 $0.0 $0.0 $225
RSTP 3376 $23.3 $0.0 $0.0 $0.0 $0.0 $0.0 $60.9
Sec. 3 Rail Mods $12.1 $85 335 $36 $3.6 $3.7 338 $£38.8
Sec. 26 $7.9 $5.7 $0.0 $0.0 $0.0 0.0 $0.0 $13.6
State:
Prop 116 $11.2 $32.2 $0.0 $0.0 $0.0 $0.0 $0.0 $43.4
98 CTIP $0.0 $167.1 $57.3 $97.7 $10.0 $10.0 $0.0 $3421
STIP (FCR) $90.5 $69.5 $0.0 $0.0 $0.0 $0.0 $0.0 $160.0
TSM $2.8 $2.6 $0.0 $0.0 $0.0 $0.0 $0.0 $5.4
SCAQMD AB2766 338 $2.0 $2.0 $2.0 $2.0 $2.0 $2.0 $15.8
Local:
Prop A35% $144.3 $88.7 $65.3 $26.8 $20.6 $0.0 $0.0 $345.7
Prop C 40% $103.2 $18.9 $42.8 $4.8 5586 $1.5 $7.0 $183.7
Prop C 10% $0.0 $6.7 0.0 $0.0 $0.0 $0.0 $0.0 $6.7
Prop C 25% $31.3 $16.4 $0.0 $48.7 $0.0 $0.0 30.0 $96.4
City of Los Angeles $61.1 $1.9 $36.8 $0.0 $0.0 $0.0 $0.0 $99.8
Commercial Paper $0.0 $0.0 $20.0 $20.0 $18.0 $0.0 $0.0 $58.0
TDA Article 4 $21.7 $10.0 $10.0 $10.0 $10.0 £10.0 $10.0 $61.7
General Rev. Bonds $4.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $4.9
Other (Advert. & Aux.) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 30.0 $0.0
TOTALS $749.8 $610.2 $351.1 $316.3 $173.9 $149.3 $94.8] $2,4453
BALANCE $10.01 ($127.9)] ($123.7) ($119.8) {$42.3) ($15.0) ($76.5)| ($495.2)

* The North Hollywood capital reserve pursuant to the Full Funding Grant Agreement is not reflected in these figures but is maintained by
MTA controller as a separate reserve (see Appendix |).
** An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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" 2. Operating Program Summary - The Annual Summary of Operating Costs and

Revenues for the seven year period from FY 1997-98 through 2003-04 combines the
current FY reforecasted budget figures with forecasted results for the following six
years. The forecasted revenues and costs were developed, as described below, by
extending into the future preliminary FY 98-99 forecasts before improvements which will
be achieved during the budget process by identifying new revenue sources and "
fowered expenses. (The new management has already demonstrated its ability to
achieve improved results as described in Chapter |ll.) Therefore, the operating
schedules are intended to conservatively describe the challenge facing the MTA before
solutions are achieved. The MTA is projecting $8.1 billion in operating expenses for the
projects under review in this Restructuring Plan, against which there are only $7.5
billion in forecasted funds available. The revenues and expenses for the bus and rail
programs and debt service are those that are anticipated to occur from FY 1997-98
through FY 2003-04. The resulting $643 million shortfalls exist only in the bus and rail
operating programs. Of this shortfall, $75 rﬁillion is currently being addressed as part of
the FY 1998-99 budget process.

The projected $4.9 billion bus operating expenses includes all of MTA's bus service
including consent decree costs. The projected $1.1 billion rail operating expenses
includes: all operating costs associated with all existing rail lines (including Metrolink);
MOS-2 to Hollywood Boulevard/Vine with a Revenue Operations Date of June 1999;
and MOS-3 North Hollywood with a Revenue Operations Date of May 2000. The
projected $2.3 billion for debt service covers debt issued for rail, bus and highway

projects.

The bus and rail operations cost projections are generated by the Padron Model (see
further discussion of Padron Mode! in Chapter IV). Using the line item detail of the
current MTA budget and by adjusting for anticipated changes in operations such as

new lines, union contracts with wage adjustments, more frequent service, and line
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elimination, the Padron Model projects operating costs including the bus consent

decree costs.
The cost and revenue side risks of the operating program are discussed later in this
text, as well as strategies to address the structural operating shortfall. Those operating
projects that can be considered to be fully funded are as follows:

e Bus service provided in compliance with the Consent Decree

» Existing debt service requirements

e Bus service which is provided under contract
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THE MTA RESTRUCTURING PLAN
Annual Summary of Operating Costs & Revenues
By Project and By Funding Source

ANNUAL OPERATING PROJECT COSTS
by Fisca! Year (M)

i
1
L

Segment/ltem FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
iperating Budget $609.6 $642.6 $669.4 $702.1 $728.3 $761.7 $788.8| $4,802.5
Rail Operating Budget $86.6 $97.9 $127.6 $140.3 $1455 $150.7 $156.1 $904.7
t Service $239.9 $284.0 $320.9 $350.1 $365.3 $381.9 $392.1]" $2,334.2
aés $936.1| $1,024.5] $1,117.9| $1,192.5| $1,239.1| $1,294.3| $1,337.0| $8,141.4
—I The MTA Restructuring Plan
Summary of Operating Revenues By Project and By Funding Source
Total
Segment/ltem Federal State Local Costs
Operating Budget $105.5 $74.0 $4,183.4 $4,362.9
i Operating Budget $16.9 $90.0 $694.2 $801.1
Debt Service $75.2 $0.0 $2,259.0 $2,334.2
f'als $197.6 $164.0 $7,136.6 $7,498.2
-' The MTA Restructuring Plan
Annual Summary of Operating Shortfalls By Project

S!ment!ltem FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL

s Operating Budget $0.0( ($64.8)] (§82.4)] ($89.0) ($96.2)] ($102.4)| ($104.6)] ($539.6)
%Operating Budget $0.0 ($9.9)] ($15.8)] (317.8)] ($19.3); ($20.2)] ($20.7)} ($103.6)
Debt Service $0.0 (30.0) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

als $0.0| (§74.7) ($98.2)| ($106.8)| ($115.5) ($122.6)] ($125.3)| ($643.1)

-

An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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THE MTA RESTRUCTURING PLAN
Annual Summary of Operating Costs & Revenues
By Project and Funding Source

ANNUAL OPERATING PROJECT COSTS
) by Fisca! Year (3M)

lteams FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Bus Operating Budget $609.6 $642.6 $660.4 $702.1 $728.3 $761.7 $788.8| $4,9025
Rall Operating Budget $85.6 $97.9 $127.6 $140.3 $1455 $150.7 $156.1 $904.7
Debt Service $239.9 $284.0 $320.9 $350.1 $365.3 $381.9 $392.11 $2,334.2
Totals $936.1] $1,024.5] $1,117.9| $1,192.5{ $1,239.1| $1,294.3] $1,337.0| $8,1414
REVENUE BY FUNDING SOURCE
by Fiscal Year ($M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
Sec. 3 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Sec. 9 $33.2 $32.8 $32.3 $31.9 $31.4 $9.8 $9.3 $180.7
CMAQ $16.9 30.0 $0.0 $0.0 $0.0 $0.0 $0.0 $16.9
RSTP $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Sec. 3 Rail Mods 50.0 $0.0 $0.0 $0.0 $0.0 30.0 $0.0 $0.0
Sec. 26 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
State:
Prop 116 80.0 $0.0 $0.0 $0.0 $0.0 $0.0 30.0 $0.0
TSM $0.0 $0.0 © $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
TCI $0.0 30.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
STLPP $0.0 50.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
SCAQMD AB2766 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
STA Program $22.4 $22.8 $23.1 $23.5 $23.7 $24.1 $24.4 $164.0
Local:
Fares 32206 $235.0 $258.9 $281.1 $281.1 $301.8 $301.8| $1,880.3
Prop A 35% $143.1 $147.6 $153.8 $161.5 $169.3 $177.8 $186.7! $1,139.8
Prop A 40% $118.3 $118.4 $1241 $128.8 $135.0 $141.7 $148.7 $915.0
Prop C 40% $138.2 $161.1 $162.3 $176.2 $182.2 $1947 $200.9] $1,215.6
Prop C 5% $18.7 $17.8 $18.6 $19.2 $20.2 $21.6 $22.6 $138.7
Prop C 10% $10.4 $11.6 $11.6 $11.6 $11.6 $11.6 $11.6 $80.0
Prop C 25% $24.8 $34.8 $59.6 $70.9 $79.1 $84.7 $91.3 $445.2
TDA Article 4 $160.4 $1440 $150.8 $155.4 $163.6 $176.6 $186.0] $1,136.8
General Rev. Bonds $0.0 $0.0 $0.0 £0.0 $0.0 $0.0 $0.0 300
Other (Advert. & Aux.) $29.0 $23.8 $24.6 $25.5 $26.5 $27.4 $28.4 $185.3
TOTALS $936.1 $049.8! $1,019.7| $1.085.7| $1,123.6{ $1,171.7| $1.211.7| $7,498.3
BALANCE $0.0| (374.7) (398.2)| ($106.8)] ($115.5)] ($122.6)] ($125.3)] ($643.1)

An annual breakout of capitalioperating costs and revenue by funding source can be found in Appendix C.
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- C. DESCRIPTION OF KEY FINANCIAL ASSUMPTIONS

1. Overview — A summary of the revenue and expenditure assumptions used by the
MTA for the forecasting model is shown in Appendix A (Summary of Key Financial
Assumptions). The key conservative revenue assumptions that were highlighted for the
Board in December 1997 when the MTA staff presented the *“Six Year Capital

improvement Program Chalienge” are as follows:

a. No new sales tax revenue bonds from Proposition A 35% or Proposition C 40% can
be issued for rail construction except for Metro Rail Red Line Segment 2 and
Segment 3 North Hollywood Extension. Sales tax bonds are assumed to be

available to match Section 5307 funded bus acquisitions.

b. New State Regional Improvement funds of $167.1 million for the Metro Rail North
Hollywood project and $40 million in Proposition 116 State Rail Bond funds and
1996 State Transportation Improvement Program (STIP) funds for a total of $207.1

million.

c. The City of Los Angeles contribution is 7% of the North Hollywood project ($34.6
million more in FY 1998-99). Should the East Side project be re-started, at least a

7% City of Los Angeles cantribution would be required.

d. Federal New Starts funding is $61.5 million in FY 99 and is consistent with the
amounts in North Hollywood FFGA thereafter, except that the North Hollywood
Financial Plan includes a one year lag time between appropriation and actual
availability and does not recover the Section 3 funding shortfall until the last funding
year. Additional New Starts funding is assumed during the period only if one or

more of the suspended rail projects is restarted.
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e. Sales revenues rise by 4.2% in FY 1998-98 and 4.4% in FY 1990-00. Then they
rise by 0.2% each year until reaching 5.0% in FY 2002-03 and beyond.

This last assumpiion, the sales tax forecast, is a key assumption that will be discussed

in more detail below. For complete information on all the of the revenue assumptions

used in the plan, please see Appendix A. The chart on the following page (Major-

Revenue Forecasting Assumptions) details federal, state and local historical growth as

well as MTA's current annual growth assumptions.
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MAJOR REVENUE FORECASTING ASSUMPTIONS
FINANCIAL PLAN FORECASTING MODEL

Historical MTA Annual Growth _ -

Funding Category Growth Trend Assumptions . . GComments
Federal
Section 3 Annual Appropriations $100 million annually' Full Funding Grant Agreements
Section 9 1.4% Growth of HTF 1.4% Growth of HTF Federal Highway Trust Fund (HTF)
CMAQ 1.4% Growth of HTF 1.4% Growth of HTF annual projected growth serves
RSTP 1.4% Growth of HTF 1.4% Growth of HTF as basis for projection
State
1998 STIP STIP Fund est.+2.2% annually]STIP Fund est.+1.4% outyears |Gasoline tax primary source of funds?
Trans. Dev. Act {TDA) 3-7% varies 4.2% increasing to 5% Memorandum of Sept. 9, 1997°
Proposition 116 Rail Bonds |Voter Approved Allocation Voter Approved Allocation MTA receives specified amount of funds
Local
Propositions A/C 3-7% varies ' 4.2% increasing to 5% Memorandum of Sept. 9, 1997°
Fares--Bus/Rail* Cansumer Price Index (CPI) |Consumer Price Index (CPI) Consent Decree Governs through 2006
City of Los Angeles 7% of Metro Rail costs 7% of Metro Rail costs . MOS-1, 2 and 3 agreements®
Notes:

1. Roughly half of these funds through the FY 2002 appropriation are for the Metro Red Line North Hollywood project.

2. State Transportation Fund (federal and state funds mixed) is gasoline tax supported and grows only with increased consumption.
in LA County vehicle registratiocn and consumption canstant last five years.

3. Memorandum outlines histery of local sales tax growth and previous assumptions and issues within MTA.
Usage of UCLA Business Ferecasting Project for sales tax projections has been discontinued.

4. Rail fares are not governed by the Consent Decree and are currently assumed to escalate at CP! until review completed.

5. Agreements with Los Angeles City have entailed coniributions of approximately 7% of Metro Rail Red Line costs.

7/1G/98 62 Growth Assumptions vs. Historical Trend 11
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2. Sales tax forecast --A sensitivity analysis was performed on MTA sales tax
revenues by staff and external consultants. The consultant team included in this
process was composed of nationally recognized economists® who are experts in the
field of economic forecasting. They analyzed the wulnerability of local sales tax
revenues received by the MTA to determine potential sources of reductions to existing
projections. Once the potential sources of reductions were identified, the magnitude of
impact upon revenues was assessed. This section summarizes the findings of the
sensitivity analysis performed on sales tax revenue projections for Proposition C,

Proposition A, and Transportation Development Act (TDA) funds.

There are two distinct risks facing the MTA: 1) the risk of a norma!l recession, and 2) the
risk of a major depression. Unanticipated economic upswings are equally likely to
occur but would have the result of generating revenues in excess of projections and are
not included in this sensitivity analysis. To assess the risk of a normal recession,
sophisticated statistical methodology was applied to study taxable sales for the forty
year period 1951 to 1990. Findings were then applied to MTA projections of sales tax
revenues for the years 1998 through 2020.

The table below summarizes these findings. In short, historical taxable sales in real
dollars follow the classic probability distribution, a bell curve distribution, with a mean
value of 2.2%. The first line indicates 50% of the time sales tax growth in real dollars

(i.e. without inflation) will be 2.2%, the mean, or greater. With inflation factored in, the

growth in sales tax revenues received will be higher.

This table was designed to understand how to prepare for that haif of the time when
real sales tax growth (without inflation) will fall short of the mean. Read the first column
as “to be prepared for revenues this percentage of the time..." a 50% vaiue means half

of the time, 95% means nineteen-out-of-twenty-times, etc.. The second column

® Dr. Larry J. Kimball, Co-Director, UCLA Anderson Forecast, Dr. Tom K. Lieser, Executive Director, UCLA
Anderson Forecast, Dr. Patricia Nomura-Feinberg, Economic Researcher, UCLA Anderson Forecast, and
Dr. Rajeev Dhawan, Director, Economelric Forecasting, UCLA Anderson Forecast
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indicates the amount of deviation from the mean and must be subtracted from the
mean, 2.2%. The third column does the arithmetic by subtracting column two from the

mean.,

Taxable Sales Sensitivity Analysis Table

Probability Deviation Deviation in FY 1997-98 FY 2001-2002

From mean Taxable Sales (millions) (millions)
Growth

50.0% 0.0% 2.2%

75.0% 3.4% -1.2% $22.4 $28.2

80.0% 4.2% -2.0% 27.7 34.8

85.0% 5.2% -3.0% 34.3 43.1

90.0% 6.4% -4.2% 42.2 53.1

95.0% 8.2% -6.0% 54.1 68.0

97.5% 9.8% -7.6% $64.7 $81.3

The chart is reflective of a conservative risk for future sales tax generation. A high level

of certainty that the planned growth rates will be achieved.

In fiscal year 1998 sales tax revenues to tHe MTA are projected to he $660 million of
the $1 billion received. Figures in the fourth column are calculated by multiplying $660
million times the figures in the second column. In short, a reserve of $54.1 million
(fourth column) in FY 1998 appears adequate to absorb a deviation expected once in
twenty years (95%), based upon total MTA sales tax revenues of approximately $660
million dollars (current level). In future years, as the revenue base grows larger, the
reserve must also grow. The iast column shows how large it must be in fiscal year

2002 when total MTA sales tax revenues of approximately $830 million dollars is

projected.

The second type of risk to the MTA, a major depres_sion such as occurred in the 1930’s
and again in the 1990’s, is rare. They occur perhaps twice every century, which works
out to 2%, and lies outside a 95% confidence interval. It is unlikely, however, for two to
occur in immediate succession.
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The sales tax forecast is key factor in the MTA's capital and operating programs
because most operating subsidies and all capital improvement program bonds are
supported by sales tax receipts. We will now turn to a summary of the capital program,

followed by a detailed, project by project look at cost and revenue risks for each project.

D. ADJUSTMENTS TO THE CAPITAL AND OPERATING SUMMARY SCHEDULES
AND SOLUTIONS TO THE BUDGET SHORTFALLS

As discussed above, both the Capital and Operating Summary schedules do not
reflect the MTA’s expectation of actual future results. The Capital Summary must be
adjusted for anticipated reductions in capital expenditures as austerity management
practices are applied and capital budgeting improves. The projected revenues
available for capifal projects must be increased to refiect expanded funding under
ISTEA Il. The Operating Summary must show reduced operating costs when bus
service levels are adjusted to match reduced demand when riders shift to new
subway segments. The annual operating shortfalls beginning in FY ‘99 must be
reduced to incorporate workout solutions and efficiencies which are currently being
realized and which are conservatively projected to be realized during the Plan
period. Within the constraint of conservative presentation principles, the following
discussion demonstrates that the operating and capital shortfalls are actually lower
than shown in the preceding schedules, and that to the extent the shortfalls are not
fully resclved they do not threaten the MTA's continuing ability to operate its transit

system and comply with the Consent Decree.

1. Capital Summary Adjustments and Solutions

The MTA’s FY '99 Capital Budget is currently nearing completion and the Capital
Summary presented on the Plan can be adjusted to refiect actual budget
expenditures. '
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The capital budgets for the Red Line and Alameda Corridor are not changed but
bus, rail and administrative capital costs will be reduced by approximately $37
million. Most of these reductions are to be achieved through deferral of non-
critical purchases and elimination of non-essential items. These savings reduce
the FY '99 shortfall to approximately $90 million. In addition, the capital budget
staff has identified unspent and unallocated Section 9 funds and matching local
funds which will provide and additional $40 million of revenue. In summary, at

this time the FY '99 capital shortfall is estimated to be approximately $50 million.

The remaining capital budget shortfall in FY '99 and thereafter will have to be
met through identification of new revenue sources and borrowings, since the
MTA is committed to comply with FTA transit maintenance standards and
otherwise continue to provide capital to sustain its operations. Historically, the
MTA has financed its operating and administrative capital programs through
Prop. A and Prop. C borrowings. As discussed below, the MTA has substantial

remaining borrowing capacity.

One important increased revenue source not incorporated into the Annual
Summary because the estimates only recently became available is ISTEA i
funding. As shown on page 46, the MTA now expects hundreds of millions of
dollars of additional federal funding if the current legisiative proposals are
fulfilled. While the MTA is not yet prepared to modify its capital forecast to
include increased funding estimates, it is possible that most of the capital

shortfall could be provided from federal sources under ISTEA II.
2. Operating Adjustments and Solutions

The current forecast for the annual operating shortfalls is based on the draft FY
‘99 budget, service economies and workout solutions. Specific changes are

shown on page 68 are as follows:
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e The annual summary schedule projects significant increases in the rail
operating budget in FY ‘99, FY ‘00 and FY ‘01 due to the opening of
additional Red Line segments. However, the bus operating budget was not
reduced to reflect the consolidation of bus service which will be required as
passengers shift to the subway. Page 69 shows adjusted total bus operating’
costs incorporating savings when the new rail segment opens. These

adjustments reduce the shortfall by $61.3 million.

e Prop. A and C sales tax revenues are currently running well ahead of the
level assumed in the original projection. Based on a higher beginning base

$31.9 million of revenues have been added.

« The MTA has historically realized one time revenue benefits and/or capital
gains of $10 million or more, through actions such as property sales, leases,
or one time grants. While it is difficult to specifically identify and therefore

budget for these revenues, they are a reliable income source.

« Tightening of expenses has already produced $10 million of savings in the FY
‘99 budget.

o Staff reductions have reduced the FY ‘99 budget by $5 million.

« A savings of $5 million has been realized and included in the FY "898 budget

as a result of the Workout Team effort described below.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

-

Operating Budget Efficiencies/Shortfall

FY9s FyYgg FYoo FY01 FYoz2 FY03 FY04 Total
by Fiscal Year (SM)
Original Restructuring Projection $0.0f (§74.7) ($98.2)| (3106.8)f ($115.5)] ($122.6)( ($125.3)] (5643.1)
Adjustments
MOS 2 and MOS 3 N. Hollywoagd 9.6 11.7 12.4 13.3 14 .1 61.3
Total Adjustments - 9.6 11.7 124 13.3 14.1 61.2
Soiutions
Prop A & C Increase Trend 5.0 5.1 5.3 54 55 57 318
One-time Revenues/Sale of Property 10.0 10.0 10.0 10.0 10.0 10.0 60.0
Administrative Costs Reductions 10.0 10.3 10.5 10.8 11.0 11.3 63.9
Flattening the Organization 5.0 5.1 5.3 4 5.5 5.7 31.9
Workout Team ideas Implemented 5.0 5.1 5.3 5.4 5.8 5.7 1.9
Total Solutiens 8.0 35.6 36.3 36.9 3756 38.3 218.7
Updated Projection S  (0.0)3% (39.7MS (52.9)S (58.8)| § (56.1)] s (71 .S)I $ (72.9)| (3$3622)
Solutions
Waorkout Teams' Recommendations 15.0 30.0 30.8 31.5 32.3 331 172.7
Updated Projection 3 Q.04 3 (24N S (22995 (28183 (34‘5)! S (39.3) § (39.8)] ($189.5)
308
Precered By Capstal Develoryment sna Programmeng
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Los Angeles County Metropolitan Transportation Authority
Comparison of Bus Operating Assumptions of
MTA Restructuring Plan to Current Service Plan

MTA Restructuring Plan Assumptions

Buses for Buses lor Buses for Cumulative
Load Factor New Service MTA Baseline Total MTA Total Revenue Total Bus
Flscal Year Date Reduction ™ Program Service Buses Service Hours Operating Costs
1998 12/96 53
797 101
12/97 10 1,759 1,923 6,667,960 $609,600.000
1599 1/99 80 1,759 2,003 6,816,287 3642,600,000
2000 6/00 44 1,759 2,047 6,898,180 $669,400,000
2001 1,759 2,047 6,580,460 $702,100,000
2002 6/02 37 1,759 2,084 5,986,750 $728,300,000
2003 1,759 2,084 7,055,940 $761,700,000
2004 . 1,759 2,084 7,055,940 $788,800,000
TOTAL 245 80 1,759 2,084 48,464,517 $4,902,506,000
Current Service Plan Assumptions
Buses for Buses for Buses for Cumulativa
Load Factor New Service MTA Baseline Total MTA Total Revenue Total Bus
Fiscal Year Date Reduction ™ Program ™ Service Buses Service Hours Operating Costs
1998 7197 % 106
12/97 11
1/98 6
2/98 2 a4
3/98 5
6/98 3 1,681 1,858 6,536,000 $609,600,000
1999 1799 34 1,681 1,892 6,642,996 (3) $637,072,600
2000 6/00 44 1,681 1,936 6,628,002 (4) $654,233,015
2001 1,681 1,938 65,698,282 (5) $684,823,366
2002 6/02 37 1,681 1,973 6,704,572 $710,378,955
2003 ' 1,681 1,973 6,773,762 $742,825,240
2004 1,681 1,973 6,773,762 $763,146,710
TOTAL ) 192 100 1,681 1,973 46,817,378 $4,808,079,286
.MTA Restructuring Plan Minus Current Service Plan Assumptions
Change In Change In Change In Change In Change In Reduction from
Buses for Load Buses for New Buses for MTA Cumulative Total Total Revenue Restructuring Plan
Fiscal Year Date Factor Reduction | Service Program ™| Baseline Service MTA Buses Service Hours Budget
1898 Various 53 {66) 78 65 71,960 $0 (6)
1999 1/99 0 46 78 111 176,291 $0 i6)
2000 6/00 0 0 78 111 270,178 $9,638,984
2001 0 0 78 11 282,178 $11,748,633
2002 6/02 0 0 78 111 282,178 $12,393,044
2003 0 0 78 111 282,178 $13,346,760
2004 0 0 78 111 282,178 $14,125,290
TOTAL 53 {20} 78 11 1,647,141 $61,252,712
NOTES:

(1) Each bus for1oad factor reduction is assumed to operate 2,040 hours per year and each bus for new service program is assumed 1o operated 2,678 hours per year.

(2} Refects exisling 106 buses implemented in two increments during FY 1996-97 pursuant to the consent decree
{3} Reduction of 105,000 hours is the natimpact ¢f Service Ecanomies Program scheduted for implementation end of June 1998,

{4) Reduction of 68,000 hours is the net impact of Bus and Rail Interface Plan tor MOS 2B scheduled for implementation in June 1983

(5} Reduction of 12,000 hours is the net impaci of Bus and Rail Interface Ptan for MOS 3 North Hollywood scheduled for implementation in May 2000
{6) F¥ 1008 and FY 1599 budgets already assuma the reduced operating costs from the Restructuring Piagg

1 +
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In summary, the FY '99 budget which is currently being finalized will incorperate
changes which reduce the shortfall to $39.7 million compared to the $74.7 million
estimate when the summary schedules were prepared. Extended over the Plan period,

the projected shortfall is reduced to $362.2 million.

The remaining shortfall is being addressed primarily through a “Workout/Cost
Reduction/Change Initiative” process. Early in 1998 the new management organized
ten small cross-functional MTA employee teams, each supported by a subject matter

expert consultant.

Following is a brief synopsis of the preliminary findings of the teams.
1. CAPITAL PLANNING, INVESTMENT AND BUDGET

The Capital Planning, Investment and Budget Workout Team was tasked with reviewing
the proposed FY 99 Capital Budget and sequentially ranking all capital project
submittals for subsequent OMB processing. The team evaluated each request against
critical criteria including a) an examination of the rationale for the capital project
estimates; b) the availability of less expensive options; ¢} investigation of duplicative
budget requests; and d) constraining the budget to actual FY 99 cash flow needs. Due
to time constraints, the team did not examine the Call for Projects. The team identified
substantial savings in the following categories:

a. Project Deferrals

This area included all projects which could be deferred until FY2000 and beyond.
These projects include Gateway Transit Center Upgraded Signage, Man-Lift purchase,
the “below the line” Technolegy Call projects, VMS/MMS project and reductions in the
scope of work for Transit Operating and Trends System (TOTS).

b. Cash Flow

The team evaluated all FY 98 capital budget submissions for the amounts of funds
which would likely be needed for the projects in FY 99. Projects identified for potential
cash flow savings include Facilty ADA compliance, underground storage tank
replacement, and tire leases.
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c. Project Cancellation

Projects which could be eliminated or voluntarily cancelled/deferral were also identified.
These projects included the Enterprise GIS/Property Management System, and the
Ramirez Flyover.

d. Smart Scoping

Scopes of work for all Capital Budget requests were examined for potential scope
changes which could result in cost savings. Several scope changes were identified
including power plant assemblies, transmissions, and bus painting and window
replacements.

The recommendations would reduce FY 99 capital spending by more than $50 million.

In addition to the Capital Budget review, the team also made the following policy
recommendations for future Capital Budget requests and impiementations:

Establish a multi-year capital budget decision framework
Upgrade capital budget process among MTA priorities
Establish a culture of analytical budget requests
Establish a common decision and budget terminology
Vest budget prioritization authority in the client unit
Conduct benchmarking for functions and acquisitions

2. FARES

The Fares Workout Team evaluated opportunities and developed recommendations in
an effort to either identify fare collection efficiencies or modify the fare structure policy in
order to enhance revenue within the constraints set forth in the Consent Decree.

A priority was placed on imbrovements which could be realized in FY 99, though most
opportunities could only be implemented for a partial year.

The Team focused on four major opportunities:

¢ Immediate implementation of a Consumer Price Index (CPl) based increase
in bus cash and token fares as provided for in the Consent Decree

« Implementation of six mile fare zones for rail fares

+ Improved fare collection on both bus and rail

» [mplementation of machine issued bus transfer program
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a. Fare Increase

As the consent decree allows for adjustments to bus cash and token fares consistent
with CPl increases, the Team recommended immediate adoption of such an increase.
This adjustment is projected to produce an estimated $3.5 million in FY 99, with a 5-
year revenue increase of approximately $30 million over the next five years.

b. Rail Fare Zones

The Team also recommended modifying the rail fare system to reflect the zone fare
structure utilized by most light and heavy rail systems in the United States. Adoption of
six mile zones with a grace zone could produce additional $1.8 millicn if implemented
halfway through FY9S.

c. Improved Fare Collection

By increasing operator enforcement of bus fare collections by just two additional cash
fares per bus per day, the MTA could increase revenues by over $1.0 million per year.
Additional revenue can be generated by improving enforcement of rail fare collections
through improved and increased inspections.

d. Machine Issued Transfers

The FY ‘97 Fare Survey found that approximately 1.3 million more transfers are used
than sold, resulting in $1.8 million in lost fare revenue annually.

Implementaticn of machine issued transfers would provide for cost-effective transfer
control, as well as for the sale of day passes on MTA buses. While implementation
costs are estimated at $3.0 million, a five year net savings of generally $6.0 million is
anticipated.

3. HUMAN ASSET MANAGEMENT

The Human Asset Management Team examined all aspects of MTA's Human Resource
functions and procedures including recruitment, hiring procedures, employee benefits.
The team investigated and made findings in the following areas:

Flattening the Organization

Bus Operator Ratios

Training and Development
Promotional/Demonstration Pay Adjustments
Commercial Mode! for Recruitment and Selection
Highly Compensated Executives

TOWP No Cash Out
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" The team originally sought to investigate eleven areas but narrowed their scope to the

topics listed above with the potential for major cost savings over the next few years .
Following is a brief synopsis of each area:

a. Organizational Flattening

MTA’s organization structure and staffing have grown beyond what is required to
support the agency’s prime three core functions of operating a regional bus and rail .
system, planning the regional transportation infrastructure and constructing the regional
rail system.

Significant savings can be realized by reducing the number of departments and layers
by bringing managerial and supervisory spans of control into line with what is common
among companies with leading business practices. This would include reducing the
number of departments, eliminating layers of management, and increasing the spans of
control for managers.

b. Bus Operator Ratios

An analysis was done on the MTA’s method for calculating the number of FTEs actually
required to carry out the Board approved revenue service hours while taking into
consideration vacations, sick leave, contract work rules and other lega! requirements,
etc. By more efficient assignment, the MTA could realize significant savings. This area
was examined in conjunction with the Operations Labor Management Team.

¢. Training and Development

Currently training is a performed by a diverse group of external consultants and in-
house training professionals. The consolidation of training functions currently
performed by several MTA departments and the reduction of contracted training
programs could lead to significant cost savings.

d. Promotion, Demotion and Across-the Board Pay Adjustments

Currently some of MTA employees receive salaries which exceed the pay range of
peers doing the same work and the MTA's established compensation structure. The
opportunity exists to establish policies to freeze these salaries to appropriate levels and
establish clear policies with regard to how these situations will be handled in the future.
This could result in substantial savings.
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e. Commercial Model for Recruitment and Selection

Extensive studies have been completed on the process the MTA uses to fill vacant non-
represented positions either though new hires or promotions. These studies have
shown that it is possible to streamline the existing process and reduce the time-to-hire
average by 50%. In order to dramatically reduce the cost of hiring, the fundamental
process must be simplified by modeling after the standard recruitment and selection

process used in the commercial or private sector. The implementation of a.

“commercial” model would reduce the cost per hire for non-represented hires by as
much as 26%. Design and implantation of the “commercial model” will be in line with
the EEOC's Uniform Guidelines on Recruitment and Selection as well as MTA's
Affirmative Action/EEO Plan. Outsourcing opportunities could produce other cost
savings.

f. Highly Compensated Executives

When organizations are in financial distress it has become somewhat of a common
practice for top management to temporarily or permanently make special contributions
to savings. Executives who earn salaries in excess of $100,000 could be required to
“tighten their belts” and give up cars, perks and possibly some direct compensation.

g. Cash Out in Lieu of Taking a Vacation and Sick Time

Currently employees who do not choose to take vacation or sick time may opt to
receive cash instead. In 1997 approximately 370,000 hours of time were cashed in at a
cost of over $10 million. These hours were paid at their current rate of salary. The
elimination or modification of this policy could result in immediate cash savings.

4. INFORMATION TECHNOLOGY SERVICES (ITS)

The ITS workout team was formed to identify cost reductions by modifying current ITS
practices and policies, examine pending capital requests, review major applications,
and assess their current usefulness, and analyze the status of the Year 2000
remediation program. The team proffered 10 cost reduction recommendations which
can be realized through a combination of deferred capital investment, redeployment of
ITS personnel, and more efficient incorporation of technology on an authority-wide
basis.

a. Deferral of Capital Improvements
After reviewing the list of Authority-wide requested computer related improvements,
the team recommended deferral of eight major capital investments with further
analysis to determine whether a cheaper standard technology alternative is
available, a currently utilized system is aiready in place which can accomplish the
same outcome, or if, in fact, the improvement is actually necessary at this time. The
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team estimates that approximately $10 million in capital costs can be avoided in the
coming fisca! year budget while such analysis takes place. The team has, however,
reviewed current operating needs to assure that no core function will be hampered
as a result of this capital deferral.

Operating Efficiencies

The team outlined several strategies to reduce operating costs to the authority.
through better incorporation of technology on an agencywide basis. For example,
by increasing the number of business forms available in an electronic format the
authority can reduce costs associated with processing and tracking paper. The
team estimates an annual $250,000 savings though adoption of this
recommendation.

MAINTENANCE

This team’s assignment was to recommend improvements in the MTA’s bus, rail,
non-revenue vehicle and equipment maintenance practices to reduce costs. The
team identified and recommended twelve improvement strategies. The
recommendations are summarized as follows:

Scheduling

The team studied the agency's heavy maintenance scheduling practices and
discovered two areas of possible savings. First, it appears that Operations is not
limiting engine and transmission rebuilds to the minimum number required for the
fleet operations. The Team recommended fewer engine rebuilds which will reduce
the FY '99 capital budget. The team also found that maintenance periodicities were
not being managed aggressively. Without sacrificing safety, scheduled
maintenance can be done less frequently.

Maintenance Improvements For Frequent Service Problems

After reviewing maintenance records to determine the type of service calls which
were experienced on a frequent basis, the team recommended modifications to
current practices which are aimed at curtailing the cause of the probiems, thus
reducing their frequency. For example, the team found that door-related problems
accounted for a large percentage of road calls. By providing additional training,
methods to curtail door related problems, in practice at some divisions, could be
implemented on an agencywide basis. -
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The team also recommended a redeployment of bus towing services which is aimed at
decreasing the costs of road calls. The team further recommended plans to reduce the
consumption of batteries for CNG buses, and the utilization of improved brake lining
materials to extend brake life.

c¢. Overall Cost Reductions

The team brought to management's attention the fact that several costs currently

absorbed solely by the MTA could either be significantly reduced or more equitably
shared. Currently, MTA maintains facilities which are utilized by other operators without
reimbursement for the use of such facilities. The team has estimated the utilization
percentage at the various shared facilities and estimate an annual offset to facility
maintenance costs of approximately $100,000.

The team also recommended reductions in the number of service directors coordinating
bus and passenger service at the shared E! Monte station, which will save and
estimated $225,000 annually.

Finally after reviewing the number of non-revenue vehicles which the authority
maintains, including passenger sedans, mini-vans, trucks and heavy maintenance
equipment, the team recommended reduction in the fleet of passenger sedans from
510 by 143 to 367.

6. NEW BUSINESS DEVELOPMENT

The New Business Development Team was chartered with seeking out new sources of
revenue (non-farebox) for the MTA to be used in support of its “core business activities”
of serving as the regiona! transportation planning agency, designing and constructing
the regional rail system and operating and maintaining the regional bus and rail system.

The team focused its review on the areas of opportunity which would generate these
additional revenues within a relatively brief (approximately 24 months) period of time.
The recommendations are as follows:

Real Property .

Marketing and Advertising

Services and Skills

Technology

Investment -
Finance and Grants
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7. OPERATIONS LABOR MANAGEMENT

The Operations Labor Management Workout Team was tasked with examining
labor/management practices in the Operations Division, identifying potential cost
reductions and productivity enhancements which would mitigate the FY 99 shortfall and
assist in the implementation of strategies which would provide long term cost savings.
The team examined three opportunities. Following is a brief synopsis of each of the.
opportunities:

a. Operator Ratio

Labor costs are usually the subject of extensive scrutiny when attempting to lower
overall spending at a transit agency. When operators are unavailable for an
assignment, the MTA is forced to readjust assignments, pay overtime, cancel service
and incur other “avoidable” costs. Unavailability of operators whether due to iliness,
planned absences or corporate policy can be improved through the implementation of
initiatives and enhanced monitoring techniques. Implementation of a comprehensive
attendance improvement program which would commence at the applicant screening,
expansion of current training efforts to reduce operator pay hour to revenue service
hour to minimize the need to call in operators to work on their days off, and reducing
the mandatory attendance at the MTA's Transit Institute to one day at their home
division could achieve substantial savings.

b. Organizational Restructuring

After careful examination of the current Operations Departments structure it was
determined that substantial savings could be realized through organizational
restructuring which is consistent with other transit agency structures. Structuring the
department in a manner which focuses on the core business of providing bus and rail
transit service and reducing the number of sub-units reporting to the Executive Officer
of Transit Operations and changing the Transit Operations department organization to a
service delivery focus could eliminate costly duplicative functions and result in other
efficiencies.

c. Expansion of Business Development Operations Facility (BDOF)

The team recommended that the MTA commit to systematically re-establish candidate
bus lines as BDOF service - Lines operated by union drivers paid at a much lower rate
as provided for in the current collective bargaining agreement- and take full advantage
of the available cost savings. This could be accomplished though the appointment of a
BDOF Project Manager with responsibility for coordinating the ongoing efforts of the
Operations Planning, Employee Relations, Human Resources and Transit Operations
departments regarding BDOF hiring and service implementation. A project manager
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who is focused on further development of BDOF issues will ensure the eligible lines are
converted to BDOF operation in accordance with the operator attrition rate.

8. OVERHEAD -

Overhead is used for functions within the agency that perform services for all segments

of the agency. Overhead is broken down into allocated and unallocated i.e. those .

areas which can be allocated to a particular service or project and those which cannot.
The FY '98 budget included nearly $90 million in unallocated overhead costs.

The Overhead Team was tasked with examining all areas associated with overhead
including all departments currently charging to overhead and other overhead related
expenses such as professional service contracts, purchasing and accounting
efficiencies, cell phones, pagers and other efficiencies. The team initially examined all
areas above $250,000. After a preliminary analysis, the team narrowed its scope to
nine functional areas and reported on seven. Those areas included:

Contract Professional and Technical Services

Departmental Consolidation, Downsizing ,and Qutsourcing Opportunities
Purchasing and Bookkeeping Efficiencies

Employee Transit Subsidies

Elimination of the Library

Building Leases

Following is a brief synopsis of the some of the most pertinent areas:
a. Reducing Contract Professional and Technical Expenditures

For a variety of reasons, the MTA annually purchases large amounts of outside
services which fall into two categories; 1.) Professional and Technical Services; and 2.)
Contract Services. ‘These services range in nature from MTA's legislatively mandated
annuai audits to public relations, advertising, and other specialized services. These
types of contracts amounted to over $9 million in 1997. After careful examination it was
determined that while there was no clear pattern of over-spending or abuse by reducing
the annua! expenditure by 20% , the MTA could realize substantial savings.

b. Consolidation and Downsizing of Departments

The MTA’s current chalienging financial environment lends itself to looking at the way
the agency currently conducts business. This may result in the realigning one or more
functional areas into a consolidated department.
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c. Communications Department

Consistent with the charge to identify efficiencies, an analysis of the Communications
Department was undertaken. The team benchmarked the MTA Communications
Department with the communications functions in other transit agencies of like size and
scope bearing in mind that the department had already experienced severe cutbacks in
1997. The analysis revealed that the current department could be further streamlined.
though the elimination of duplicative and non-value-added activities, resulting in
significant savings.

d. Purchasing and Accounting Efficiencies

Currently the vast majority of MTA's purchase transactions are for small dollar items
under $5,000. Approximately B0% of these transactions are generated by MTA's
inventory systems automatically and require little front end processing to buy items but
require substantial back-end processing upon the receipt of the materials.
Approximately 20% are generated by staff though check requests or on-line purchase
requisition systems which require up-front processing to buy the item and require back
end processing upon receipt of and upon invoice to pay. The amount to process a
small transaction is very similar to process a large transaction.

The MTA could significantly reduce costs in the 80% group by implementing a “pay-on-
receipt” authorization method to eliminate unnecessary accounts payable invoice
processing for inventory generated purchases. Electronic Banking could also be
implemented to eliminate the cost of processing and mailing paper checks.

For small non-routine transaction a “Purchase Card” system could be implemented to
reduce the cost of employee generated transactions of under $5,000 thereby resulting
in significant savings.

e. Gateway Building Custodial Services

While MTA personnel enjoy the comforts of working in a grade A" commercial high rise
building, it is expensive to provide daily custodial and full lighting services. After careful
analysis and benchmarking against similar public and private entities it was determined
that by reducing the frequency of general cleaning, beginning the evening cleaning shift
earlier in the day and installing override switches on most floors could result in
substantial savings.

f. Transit Passes
In addition to providing MTA employees with a comprehensive salary and benefits
package, MTA employees and their dependents ride free on Metro bus and train

services. The MTA also provides employees a monthly transit subsidy to ride other
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carriers. In FY 98 this subsidy cost the MTA an estimated $900,000 plus the equivalent
of 1 FTE to administer the program. Reducing or modifying this program could result in
substantial savings.

9. TRANSIT SERVICE DELIVERY

The Transit Service Delivery Workout Team reviewed transit operations for the Agency

and made recommendations in the area of service delivery. The Team developed .

objectives, consulted with intemnal and external stakeholders, and reviewed transit
services at other transit agencies. The Team prepared nineteen proposals for
improving transit service delivery. The recommendations can be broken into two major
categories: The first is a major restructuring of the entire system of bus routes and the
second represent incremental modifications to the system.

QOverall, the Team recommended that the Agency work with the various stakeholders
and focus its energy on improving its core service. Core service was defined as the
most utilized third of the Agency’s routes which account for carrying 80% of the riders,
and almost 70% of operating costs.

The first proposal is a single, large, one-time proposal.

The Team's first recommendation consists of consolidating lines which are inefficient
and returning the cost savings to the core routes in order to improve service to the
Agency'’s core ridership base. The degree of savings and return is dependent upon the
magnitude of the initial system change. This proposal requires only impact negotiation
with the unions and is based on financial constraints which can be understood by the
Board and the pubiic.

The remaining eighteen proposals range from closing divisions to cutting specific bus
lines and transferring routes. With the exception of one or two of the proposals, each of
the eighteen proposals requires formal Board approval, union approval and consultation
with the Bus Riders Union.

10. WORKERS COMPENSATION

The Workers Compensation Team was charged with identifying ways to quickly reduce
the high cost of workers compensation claims and administration at the MTA with a
focus on savings that could be achieved within the next two years.

The team examined the overall process, the way the work is distributed among
departments, collected existing summary reports and data, conducted benchmarking
surveys and best practice research, and generated new data and analysis. As a result
of its preliminary analysis the team identified over 20 potential targets for savings which
were consolidated and prioritized into 10 potentially high-payoff hypotheses which were
evaluated in detail.
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These fell into the following broad categories:
¢ Administrative costs of Workers Compensation.
o Claims prevention.

e Policies and practices of the MTA and the employees or unions which.
encourage or fail to discourage high claims frequency and severity.

The team successfully developed the following recommendations that are clearly based
in fact and have supportable projections for substantial savings.

a. Integrated Disability Management Program

The MTA's current policies and process for ensuring the earliest possible return to work
for its injured workers is not adequate. This project recommends a much more robust
approach based on commercial best practices which should return workers to full
productive status in 1/3™ less time than currently experienced, and should return
workers to partially productive status for an additional 1/3™ of the current average,
reducing totally non-productive time to 1/3™ of current.

b. Third Party Administrator Management

Current TPA costs are high by industry standards, and by adopting better management
techniques we expect to be able to substantially reduce costs.

¢. Better Handling of Equipment Faults on Operating Equipment Which Result in
Workers Compensation Claims

Strengthening the coliection of data and its analysis will enable the MTA to
preemptively repair problems on operating equipment which historically have been
associated with Workers Compensation injuries. One such item already repaired as a
result of this study are the shock absorber struts on bus engine doors which can fail
leading to wrist and hand injuries.

d. Improving Initial Claims Handling Process

A lack of consistency in adherence to current policy, and some weaknesses in the
policies can create an atmosphere in which the injured employee feels adversarily
toward the MTA. Improving this process will reduce the number of contested or litigated
claims. ’
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e. Proactive Emphasis for the Safety Department

-The MTA should adopt policies which describe active safety programs in best practice
literature which can be correlated to 2% to 3% reductions in claims cost.

f. Stress Claims Reduction

This recommendation specifically targets a high frequency source of claims and.

addresses its reduction using industry best practices.
g. Fitness for Duty

With over a 1/3™ of claims coming from back, arm, and leg soft injuries to bus drivers as
a result of regular bus operation, other properties describe programs to ensure that
those hired for this rigorous duty are initially physically qualified to perform these
activities and remain so during their career. While this will apply only to new employees
and will take time to impact a large percentage of the workforce, it will eliminate ctaims
before they occur.

h. Employee Incentive Programs

This program provides a direct financial incentive paid from Workers Compensation
savings and thus reduces costs without investment. Approximately 2 of all transit
properties use this technique to control costs.

As described above, some of the Workout teams’' specific recommendations have
already been adopted, resulting in a FY '99 budget savings of approximately $5 miilion.
A process is now underway to analyze the remaining recommendations and convert
those approved by senior management to actions plans. While these additional
recommendations are not refined enough to be incorporated as budgeted savings, a

minimum of $15 million of savings is estimated in FY '99 and $30 million of savings in
FY "00.

A realistic picture of the operating deficit for the Plan period is now about $18%.5 million.
While the new management is committed to bring the budget into balance, annual
operating shortfalls of $25-$35 million are sustainable throughout the Plan period.

These annual deficits would have to be financed by additional borrowings and would be
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added to the cumulative operating fund deficit. New borrowings would have to be
supported by available Prop. C 40% Discretionary Funds. Prop. C 40% tax revenues
are projected to be $176.4 million in FY '99 and debt service is only $75.4 million (as

shown on page 130) leaving adequate direct funding and borrowing capacity.

A significant deficit will probably still exist when the budget is presented to the Board for”
adoption in June 1898. The CEO plans to strategically address the remaining structural
deficit by proposing fare increases and/or service reductions, while concurrently
satisfying the bus Federal Consent Decree's principal objectives of improving service to
the transit dependent in Los Angeles County. However, the plan described above is
intended to be a means for solving chronic operating budget shortfalls for at least the
following six years and it may be necessary to consult with the Special Master or the
Federal District Court judge regarding limitations in the Consent Decree to achieve this

objective.
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CHAPTER VI
PROJECT BY PROJECT FINANCIAL PLANS

A. RED LINE SEGMENT 2
INTRODUCTION

The project cost plan shows estimated expenditures by year for the Red Line Extension
from Wilshire/Vermont to Hollywood/Vine (MOS-2). This project has a current Revenue
Operations Date (ROD) of December 1998. Costs are based on the current project
budget plus $30.7 million of MTA Board approved enhancements. All of the federal

funds for this project have already been drawn down.

1. Project cost assumptions -- Since the project is over 93% complete, the level of
risk to each contract has been assessed and these forecasts incorporated into the

overall projection.

The remaining $354 million cost for project completion is based on construction facility
and systems contracts ($195 million), capital equipment procurement ($20 million),
Owner Controlled Insurance Program ($32 million), Consultant Professional services,

and MTA agency costs ($107 million).

Also included in this cost forecast is the construction contract close out and claim
settlement projection which is based on historical experience. The present level of
claims is approximately $100 million and the MTA is anticipating a claim exposure
based on 40% of this value ($40 million). However, this excludes the risk of a major

adverse settlement of the contract B251 Vermont/Hollywood Tunnel litigation.
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2. Cost and risk mitigation -- The current Revenue Operations Date (ROD) is
December 1998. However through February 1998, MTA Construction is forecasting
completion of June 1899 which has contributed to increased project cost. The major
schedule slips are primarily due to several factors such as execution of critical change

orders, contractual disputes, flood damage, and site accessibility which delayed

construction completion of stations, installation of automatic train control, systems

integration testing, and pre-revenue operations. MTA is continuing to prepare
mitigation options that will be submitted to the MTA Board of Directors for approval in
May 1998. This plan will describe various options for completing the project, including a
recommendation that incorporates a new ROD reflecting the $94.6 million increase

which has been included in this Restructuring Plan.

In order to stabilize the potential impact of fortuitous losses such as liability claims from
third parties, injuries to workers employed on the Project, and direct damage to Project
work in progress, an Owner Controlled Insurance Program (OCIP) was implemented.
This OCIP is underwritten by major domestic insurance companies. The OCIP
provides Workers' Compensation coverage up to statutory limits; General Liability
coverage with limits of $100 million, and Builders Risk (First Party Property Damage)
coverage of $100 million. There are deductibles within the Builders Risk program
which range from $25,000 to $1 million according to type of peril. The Liability portion
of the OCIP has a $2 million self-insured retention per occurrence. The presence of

insurance above these deductibles and self-insured retentions serves to limit the MTA's

exposure to fortuitous losses.

3. Project revenue assumptions and risk mitigation -- There are very few risks
associated with meeting the funding goals of the MOS-2 project. All state and federal
funds have been allocated (state) or appropriated (federal). The cash flow
requirements include the project’s revised estimate at completion reflect a June 1899
ROD. Of the $352 million left in local funding for the project, $66.6 million is already in
MTA accounts or spent this fiscal year. For the remaining $285.4 miliion, $8.5 million is
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~ from the City of Los Angeles and the remainder is Proposition A 35% bonds sales

($276.9 million). A discussion of the primary risks associated with each of these
remaining commitments and principal way these risks can be mitigated are as follows:

a. City of Los Angeles -- The MTA has a financial contribution agreement in place
with the City of Los Angeles which provides $96 million for MOS-2. At the start of FY'
1998 all but $8.5 million had been invoiced. Through Janua-ry 1998, an additional $1.7
million had been invoiced leaving a balance of $6.8 million. Since funds from the City
are received on a reimbursement basis as project expenditures are incurred, MTA will
receive reimbursement from the City for the $6.8 million balance. There are no
conditions in the agreement with the City that would prevent the MTA from receiving the

remaining funds.

b. MTA bonds and commercial paper -- The primary risk in the issuance of MTA’s
bonds, or commercial paper, is the market interest rate. The present market is near all
time historical lows. Recent MTA bonds sold at interest rates under 5.2% as compared
to plan assumptions of 6% in the near term. A risk mitigation strategy is to immediately
issue the most debt that can be justified under appropriate laws and regulations in order
to lock in the present low rates. The MTA’s tax exempt commercial paper is trading at
approximately 3.5%. Since it is a variable rate program, the cost of the program is

directly impacted by current changes in the market.

Other factors influencing the MTA’s debt program are the ratings assigned to MTA debt

by the three nationally recognized rating agencies. Two of these agencies recently

changed the “outlook” portion of their ratings from stable to negative outlooks. In order

to mitigate this exposure, MTA executive management met with those agencies and
committed to an ongoing open line of communication to provide information to the
agencies on a timely basis. The impact of the changes in ratings did not appear to be

significant on the refunding bond issue that concluded shortly after the changes were
publicized.

05/14/98; 2:07 PM 86

X:AFrank\3” Draft Pian\3™ Drafl Restructuning Plan Chpt Vi



- !



THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Red Line Segment 2]

COSTS
by Fiscal Year ($M)
FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Budget-Segment 2 $1349| $740] %675 $26.8] 5206 $323.8
Budget-Seg. 2 Enhance. $15.1 $15.6 $30.7
Totals $150.0 $89.6 $67.5 $26.8 $20.6 $0.0 $0.0 $354.4
COSTS BY FUNDING SOURCE
by Fiscal Year ($M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL

Federal:
Sec. 3
Sec. 9

CMAQ $2.5 $2.5
RSTP

Sec. 3 Rail Mods

Sec. 26

State:

Prop 116

98 CTIP

STIP (FCR)

TSM

SCAQMD AB2766

Local: :

Prop A 35% $143.1 3877 $65.3 $26.8 $20.6 $343.4
Prop C 40%

Prop C 25%

City of Los Angeles 4.4 $1.9 $2.2 $8.5

Commercial Paper $0.0 $0.0 $0.0

General Rev. Bonds

TOTALS $150.0 $89.6 $67.5 $26.8 $20.6 $0.0 $0.0 $354.5

BALANCE $0.0 $0.0 $0.0 $0.0 $0.0 30.0 $0.0 %0.0

An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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B. METRO RAIL RED LINE SEGMENT 3 - NORTH HOLLYWOOD
INTRODUCTION

The project cost plan shows projected expenditures by year for the Metro Rail Red Line’
extension of MOS-3 to North Hollywood. This project has a current Revenue
Operations Date (ROD) of May 2000. The Full Funding Grant Agreement has an ROD
date of December 2000.

Costs are based on the latest project budget for the Restructuring Plan period of $742.3
million. The current budget projections show a reserve of $58 million which would be
transferred to rail capital upon completion of the project within budget to the extent
needed. A City of Los Angeles contribution of $34.6 million is programmed for FY
1999-00 as part of the ongoing City contributions toward Metro Rail construction which

have historically reflected 7% of the total costs.

1. Project cost assumptions -- The cost forecast is based on the following critical
assumptions: all existing contracts will be completed for the forecast amount, bids for
new contracts will be received within the forecast amounts, and the project schedule will
be maintained for a ROD of May 2000. The cashflow projection is based on the current
construction schedule which includes completion of the major facilities contracts within
the fiscal year 1999 and achieving the ROD in May 2000. The remaining $684M cost

for completion of the project consists of facilities and systems contracts ($456M),

Owner Controlled Insurance Program ($30M), Consultant Professional Services, and

the MTA Agency costs ($198M).

2. Cost risk mitigation -- At this time, the project forecast cost at completion wili
potentially exceed the current budget. This projection is based upon the review of all
project budget elements, including construction contracts, purchase orders, real estate
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environmental mitigation, professional services and agency costs. This potential
overrun is primarily the result of increased agency overhead costs which have
exceeded the budget by approximately $27 Million. In addition, there are several
identified risks that are anticipated but cannot be accurately quantified at this time.

These risks include Hollywood Boulevard subsidence claims, construction contract

claims, contract bid values exceeding the estimated amounts, and cost associated with

delays to the project schedule.

The project team is actively minimizing these potential cost impacts. Project scope
elements are continually reviewed and project features that are not essential to
operational functions are being deleted. For example, the North and South single
crossovers, midline vent shaft structure, and the non revenue connector in the Santa
Monica mountain tunnels were all deleted at this time to achieve significant cost
savings. This will impact the number of rail cars that can be in the tunnel at any given
time and will be re-evaluated should an increase in ridership occur in the years ahead.
Construction contract work has been resequenced and additiona! access has been
provided to preclude delays to installation of trackwork and subsequent systems
contracts. Construction claims are being aggressively challenged and defended as
evidenced by numerous Disputes Review Board findings that were significantly below
the contractor's claimed amounts. Professional service consulting contract

requirements are being reassessed and revised to reduce manpower costs.

3. Project revenue assumptions and risk mitigation -- With the exception of $64.7
million in MTA commercial paper ($58 million) and Prop. C 10% bond proceeds ($6.7
‘million), all of the remaining funds for the Metro Rail Red Line MOS-3 North Hollywood
project after FY 1998-99 are from city and federal funds. There is a political risk
(shared by all new start projects) that federal or city governments will fail to appropriate
or allocate funds. In this section, the MTA will first address the significant changes that
have taken place in local funding for the North Hollywood project, then address the
risks associated with federal and city funds now scheduled for the project.
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4. lLocal funds New Local Share “Mix” -- These changes were made to
accommodate changes in the availability of three local funding sources: Benefit

Assessment District revenues, Propaosition C funds, and City of Los Angeles funds.

Benefit Assessment District revenues of $13.5 million were deleted from the project
financial plan due to the passage of Proposition 218. This state proposition requires
that a majority of the property owners affected by an assessment district approve the
assessment. Since the MTA expected that a majority owners would not approve such

an assessment, this funding source was removed from the project financial plan.

Proposition C funds were reduced by $87.1 million due to a lowering of the initial
projected sales tax growth rate from 7% to 4%. This change was made to more
accurately reflect current sales tax growth projections from numerous agencies in the

Los Angeles area.

City of Los Angeles funds were reduced by $100.7 million due to MTA’s difficulty in
accomplishing all of the milestones in the financial contribution agreement with the City.
As a result, the MTA expects that the amount of City funds available for the North
Hollywood Extension will be reduced to $90 million. This $90 million is North
Hollywood’s pro rata share (approximately 7%) of the $200 million agreement with the
City. The MTA has begun discussions with the City to revise the agreement to reflect

milestones that are achievable in the current environment, and at a minimum to

preserve the funding commitment made for the North Hollywood Extension.

In addition, $19.1 million in State Highway Account{SHA) funds were reduced by 19.1

million to correct a previous error in the project financial plan.
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The total reduction is equal to $220.4 million. To compensate for these changes in
local funding, the MTA has programmed $220.4 million in additional Congestion
Mitigation and Air Quality (CMAQ), Surface Transportation Program (STP) , Proposition
116, Traffic Systems Management (TSM) and 1998 County Transportation
Improvement Program (County TIP) funds for the North Hollywood Extension.

The additional $11.8 million in CMAQ funds and $1.5 million in Traffic Systems
Management (TSM) are included in the current Regional Transportation Improvement

Program and are included in the draft MTA Long Range Transportation Plan.

On January 15, 1998, the MTA Board of Directors approved the programming of $207.1
million in 1998 County TIP funds to the North Hollywood Extension. Subsequent to the
MTA action, the CTC requested that this be reduced by $40.0 million to $167.1 million.
On February 19, 1998, MTA staff presented a STIP amendment proposal consistent
with the CTC request. The CTC gave its tentative approval to the MTA proposal and
final CTC approval is expected in June 1998.

The $40 million reduction is replaced by an additional $32.2 million in Proposition 116
and $7.8 million in STP funds that were previously programmed for the Los Angeles
Light Rail Vehicle (LA LRV) and Metro Rail Red Line Segment 3 Eastside projects. The
CTC has approved the allocation of the $40 million to the North Hollywood Extension
on March 31, 1998.

5. Federal funds --The only political risks associated with federal funds for the Narth
Hollywood project are that the Congress will not appropriate sufficient funds to keep the
project on schedule. The project is covered by a Revised and Restated FFGA which is
based on a financial plan that keeps the project on schedule. The palitical risk that the
MTA has for this project is the same as the political risk for any other New Starts project
nationwide and therefore should not be considered out of the ordinary. In this regard, it
should be noted that the federal Section 3 funding in the financial plan differs from the
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North Hollywood FFGA funding schedule in two aspects (1) the plan assumes a one
year lag in funding from the FFGA schedule, and (2) the FY 1998 federal shortfall of
$38 million is assumed to be recovered in the final year of funding, 2003.

6. State funds -- In January 1998, the MTA Board acted to commit $207.1 million in
county share funds to the North Hollywood project. On March 31, 1998, the CTC acted
on an MTA sponsored amendment to remove $40 million of these funds and replace
them with Proposition 116 funds ($32.2 million) and federal Surface Transportation
Program funds ($7.8 million). The $167 million in 1998 County TIP funds committed to
the North Hollywood project rely on state and/or federal gas tax revenues programmed
and allocated by the CTC. The 1998 County TIP funds are made available to the MTA
from a guaranteed county share of those state and federal gas tax revenues. The
guaranteed county share is defined in California state Senate Bill 45, a state law which
took effect on January 1, 1998. The State Highway Account, through which the
guaranteed county shares flow, now has a balance of $1.5 billion and is projected to
have a $2.0 billion balance by December 1999, making this commitment a very secure

source of funds with very little downside risk.

There are, however, some political risks associated with the programming and
allocation of these funds. On the programming side, the CTC could reject the entire
1998 County TIP submitted by the MTA. The CTC is not permitted by SB 45 to reject a
single portion or project in the 1998 County TIP; the CTC may only reject the entire
program of projects. In the event that the entire 1998 County TIP is rejected, the CTC

‘must hold a public hearing in Los Angeles County. The hearing would be used to

resolve the concerns of the CTC. In any event, the CTC cannot remove county share
funding from Los Angeles County -- the MTA must ultimately agree to the resolution of
the problem. The MTA is addressing the political risks associated with the
programming of these funds by working closely with the CTC.and the State Legislature

to address any concerns that arise,
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The political risks associated with the allocation of these funds will arise if a majority of
the CTC is unwilling to vote for the release of the funds for North Hollywood. By the
time of the allocation vote for these funds, MTA will have addressed most of the CTC's
concerns during the programming phase above. Any other concerns that have not yet

been addressed by the MTA must be resolved by continuing to work with the CTC.

7. Capital Reserve Account Funds (See Appendix )
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Red Line Segment 3 North Hollywood]

i

{

COSTS
by Fiscal Year ($M)
FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04. TOTAL
Budget $245.6 $273.9 $96.6 $47.5 $20.8 $684.3
Reserves $20.0 $20.0 $18.0 $58.0
Totals $2456 $273.9 $116.6 $67.5 $38.8 $0.0 $0.0 $742.3
COSTS BY FUNDING SOURCE
by Fiscal Year {$M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
rSec. 3 $69.5 $37.5 $62.0 $50.0 $50.0 $47.8 $0.0 $316.8
Sec. 9
CMAQ $20.0 $20.0
RSTP
|Sec.. 3 Rail Mods
State:
|Prop 116 $32.2 $32.2
98 CTIP $167.1 $167.1
STIP (FCR) $70.0 $7.8 $77.8
TSM $2.6 $2.6
SCAQMD AB2766
Local:
Prop C 40% $33.2 $33.2
Prop C 10% $6.7 $6.7
Prop C 25% $17.4 $17.4
City of Los Angeles $55.4 $34.6 $90.0
Commercial Paper $20.0 $20.0 $18.0 $58.0
General Rev. Bonds
TOTALS - $245.6 $2739] © %1166 $70.0 $68.0 $47.8 $0.0 $821.9
BALANCE $0.0 ($0.0) $0.0 $2.5 $202| %478 $0.0 $79.6
TRANSFER TC RAIL CAPITAL $2.5 $20.2 $47.8 $79.6
1ADJUSTED BALANCE $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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C. RAIL CAPITAL PROJECTS

INTRODUCTION

Several vital rail projects, including rail maintenance, upgrading, and the L. A. Rail Car.
have been grouped to form this category. The total cost for these projects is $288.9
million, based upon recent budget discussions and the 20-Year Infrastructure

Preservation Plan for rail and bus.

Federal, state, and local funding totaling $138.2 million has been identified for these
projects. An anticipated $71.1 million funding shortfall exists but several actions are
being taken which are expected to eliminate this shortfall by reducing costs and
generating additional funds.  Also, recently established budget and schedule

performance measurements are improving forecast accuracy.

Funding from federal sources, $46.1 million, comes primarily from Section 3 Rail
Modernization, ($38.6 million). The remainder of funding is $59.1 million from state

CTIP and STIP programs and $40 million from local sales tax.

1. Project cost assumptions -- Rail Capital Projects include the maintenance,
overhaul, improvement, betterment and rehabilitation of rail facilities and rail vehicles,
Major_capital equipment purchases are also included in this category. These projects

are the minimum required to support rail operations.

+ Radio and Communications equipment;

» Operating facility maintenance; -

e Other property and Right of Way maintenance (RRC, Headquarters, Right-
of-Way not in use, etc.); -

+ Maintenance-of-Way (Track, Power Systems, Signal Systems, etc);
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« Rail vehicle maintenance and overhaul;

« Facilities maintenance and improvement;
e Systems upgrade;

e Operations support from engineering; and
« L.A Rail Car.

Four sources were utilized to compile these figures: the 20-Year Infrastructure
Preservation Plan (rail and bus) dated November 1994; updated figures from Rail
Operations Department, Rail Maintenance Division; updated figures from Rail
Construction Department for facility improvement projects; and the most recent L. A.
Rail Car budget. The L.A. Rail Car is the largest single project at $111 million, with the
final payment of $10.1 million due in FY 2001. In addition, light rail vehicle
maintenance accounts for $51 million, and operations facilities for $35 million are

separate expenses.

2. Cost and risk mitigation -- Rail Capital Projects are scrutinized in an on-going
process. Annual budget requests are closely reviewed and the Five-Year Capital
Improvement Plan is updated annually. Cost forecasting and estimating techniques are
being improved, and recently established budget and schedule performance

measurements are improving forecast accuracy.

Expenditures will be deferred where insufficient financial capacity to pursue those items
is evidenced and not a pressing need. A constant monitoring of expenditures is
presently occurring, combined with organizational downsizing to ensure fiscal

responsibility.

Life cycle and needs assessment are conducted for these capital items. The cost
effectiveness of each item requested for funding is reviewed, and consideration is given

to whether safety needs are compromised by deferrai is done.
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3. Project revenue assumptions and risk mitigation -- Rail Capital Projects were
identified in the December 1997 report to the MTA Board entitled the “Capital
Improvement Program Challenge”. In that report, MTA staff indicated to the Board that
rail capital improvement needé were anticipated to exceed the revenues available by
$88.3 million dollars through FY 2003-04. Since that time, the CTC has requested that.
$7.8 million originally identified for the LA Car project be moved to the North Hollywood
project, bringing the shortfall to $ 96.1 million dollars. Finally, this analysis assumes
that $25 million in funds freed-up from the 1898 County TIP and now in a fixed
guideway reserve will be available for these other rail capital needs, bringing the

anticipated shortfall down to $71.1 miilion.

Rail capital needs of $71 million that are as yet unmet include engineering support, the
LA Car project, enhancements, facilities, maintenance, and support equipment. The
MTA will be attempting to mitigate these unmet needs through both short and long term
methods for both the cost and revenue sides of the problem. On the cost side, in the
short term, the MTA management will be annually “scrubbing” the capital requirements
submitted in departmental budget proposals to ensure that only those items that are
absolutely necessary get carried forward into the final budget. In the long term, the

MTA will continue to examine annual budget requests.

On the revenue side in the short term, the MTA could benefit from increases in transit
capital funds that are proposed in the pending ISTEA Il legislation. For those budget
items that the MTA must purchase in FY 1998-99, we wili be exploring commercial

paper and other debt instruments, if nécéssary. Finally, the MTA management will be

'proposing fare structure and/or revenue increases that may, in part, off-set debt service

requirements for urgently needed capital improvements that are required to keep

existing systems in proper working order.
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The cost and revenue methods to be explored over the longer term include
restructuring service delivery, creating new transit zones, and seeking additional capital

funds through debt instruments.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans
[Rail Capital Projects]

CQSTS
by Fiscal Year ($M)
FY 98 FY 99 FY 00 FY 01 Fy 02 FY 03 FY 04 TOTAL
Budget* $67.5 $83.5 $48.9 $28.0 $13.6 $24.1 $23.2 $288.9
Reserves $0.0
Totals $67.5 $83.5 $48.9 $28.0 $13.6 $24.1 $23.2 $288.9
COSTS BY FUNDING SOURCE
by Fiscal Year (3M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
Sec. 3
Sec. 9 $1.0 $1.0
CMAQ
' |JRSTP $6.1 $6.1
Sec. 3 Rail Mods $11.9 $85 $3.5 33.6 $3.6 $3.7 $53.8 $38.6
Sec. 26 $0.4 $0.4
State:
Prop 116
98 CTIP $5.0 $10.0 $10.0 $25.0
ST!P (FCR) $20.5 $13.6 $34.1
TSM
SCAQMD AB2766
Local:
Prop A 35%
Prop C 40% $26.8 $0.9 3509 %0.9 $0.9 $0.9 3$1.0 $32.2
Prop C 10%
Prop C 25%
TDA Article 4 $0.8 30.8
General Rev. Bonds
TOTALS $67.5 $23.0 344 $9.5 $145 $14.6 $4.8 $138.2
BALANCE $0.0{ (360.5)] (344.6)] ($18.5) 30.9 {39.5) (318.4)] (8150.7)
TRANSFER FROM N. HOLLYWOOD $0.0 $0.0 $0.0 $25 $29.2 $47.8 $0.0 $79.6
ADJUSTED BALANCE $0.0] ($60.5)] (344.8)] (316.0) $30.1 $38.3 ($18.4)} (871.1)

* Rail construction projects includes LA Rail Car.
** An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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D. BUS ACQUISITIONS

INTRODUCTION

The Project and Year Financial Plans chart estimates the MTA's annual bus acquisition
expenditures through FY 2003-04. The plan includes $550 million project costs’
representing the procurement of 1,313 replacement buses. These costs include the
MTA Board approved CNG orders of 250, 223 and 215 buses as well as additional
orders that will be needed in the future. These buses will be delivered over the next
few years in accordance with the delivery schedule mentioned in the text below. The

MTA bus acquisition plan is fully funded.

1. Project Cost Assumptions -- Costs for the buses are based on the established
project budgets for the current CNG bus orders. These costs include taxes, delivery,
bus spare parts and various approved options. The costs of future bus procurements
are estimated to escalate beyond current bus costs (approximately $378,000 per bus in
FY 1998 dollars). The costs in the chart do not include the February 27, 1998 Board's
approval of the purchase of 50 additional CNG buses. Funding for these buses will be
identified in the draft FY 1999 budget process.

Based on the costs identified above, it is anticipated that the MTA will receive the
following number of bus deliveries from FY 1998 through FY 2004. 200, 247, 208, 162,
164, 165 and 167. This sequencing of bus delivery is needed in order for the MTA to
achieve a level 12 year bus replacement schedule in FY 2009. This ordering plan

-avoids a large number of vehicles becoming 12 years old at the same time.

2. Project revenue assumptions and risk mitigation -- The assumed funding for bus
acquisitions is comprised of Section 9 Capital, Regional Surface Transportation
Program (RSTP), Propasition C 40%, and TDA Article 4 funds. A total of $427 million
of Section 9 Capital and $10 million of RSTP federal funds are programmed to the
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project. The amount of Section 9 Capital that the MTA is expected to receive is
assumed to increase in relation to the Federal Highway Trust Fund annual growth of
1.4%, (This is a conservative estimate that does not refiect the potential for increased
Section 9 funding under ISTEA I1).

The remaining $111 million (approximately 20%) is from local sales tax Proposition C

40% bond proceeds and TDA Article 4 funds. The MTA programs local funds beyond
the required 17% match for alternative fueled vehicles to Section 9 Capital funds due to
insufficient levels of federal funds. Sufficient levels of local funding sources are

available to fully fund the bus procurement costs.

The MTA has not included in the following chart or in the Restructuring Plan all or any
potential bus discretionary funding from the Section 3 bus account. The MTA intends,
however, to pursue such funding from the Congress, and to that end has requested an

appropriations earmark in FY 1999 in the amount of $25 million in federal bus

discretionary funds.
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THE MTA RESTRUCTURING PLAN

Project and Year Financial Plans
[Bus Acquisitions]

COSTS

by Fiscal Year ($M)

FY 98

FY 99

FY 00

FY 01

FY 02

FY 03

FY 04

TOTAL

Budget

$100.0

$92.2

$78.9

$65.7

$68.6

$69.9

$74.2

$549.5

Reserves

' $0.0

Totals

$100.0

$92.2

$78.9

$65.7

$68.6

$69.9

§74.2

$549.5

COSTS BY FUNDING SOURCE
by Fiscal Year (3M)

Funding source

FY 98

FY 99

FY 00

FY 01

FY 02

FY 03

FY 04

TOTAL

Federal:

Sec. 3

Sec. 9

$73.0

$76.5

$51.4

$52.7

$54.1

$58.1

$61.6

$427.3

CMAQ

RSTP

3$10.0

$10.0

Sec. 3 Rail Mods

Sec. 26

State:

Prop 116

98 CTIP

STIP (FCR)

TSM

SCAQMD AB2766

1.3

$1.3

Local:

Prap A 35%

Prop C 40%

$17.0

$14.4

$27.5

$3.9

$4.7

$0.6

$6.0

$74.1

Prop C 10%

Prop C 25%

City of Los Angeles

Commercial Paper

TDA Article 4

$1.3

$9.1

$8.8

$10.0

$6.6

$36.8

General Rev. Bonds

TOTALS

$100.0

$92.2

$78.9

$65.7

$68.6

$70.0

$74.2

$549.5

BALANCE

$0.0

$0.0

($0.0)

($0.0)

$0.0

$0.0

(50.0)

$0.0

An annua! breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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E. BUS CAPITAL PROJECTS (OTHER THAN BUSES)

INTRODUCTION

The Project and Year Financial Plans chart estimates the MTA’s annual bus capital

project expenditures through FY 2003-04. The total bus capital project costs through

the plan is $578 million. These costs were identified as part of the December 1997
report to the MTA Board entitled the “Capital Improvement Program Challenge”. The
MTA bus capital projects currently has a $377 million shortfall through FY 2003-04,

1. Project cost assumptions -- Costs for bus capital are based on current project
budgets and anticipated bus system needs through FY 2003-04. The project cost
includes the following expenditures: bus maintenance overhauls and rehabilitation,
CNG fueling facility, bus maintenance facilities improvements, non-revenue vehicles
and comnwnications support equipment. CNG fueling facilities are funded in the
Restructuring Plan in an amount equal to the need to services the new 1, 313 buses

being received through 2004.

2. Project revenue assumptions and risk mitigation -- The assumed funding for bus
capital projects is comprised of Section 9 Capital, Proposition C 40% bond proceeds,
TDA Article 4, and Air Quality Vehicle Registration funds. A total of $121 million of
Section S Capital is programmed for these projects. As indicated in an earlier chart, the
majarity of Section 9 Capital funds have been programmed for bus acquisition leaving

insufficient Section 9 Capital funds for bus capital projects.

The remaining $81 million programmed for bus capital projects consist of $44 million of
TDA Article 4, $21 million of Proposition C 40% bond proceeds and $15 million of Air
Quality Venhicle Registration funds. Beyond these funds, there exists no additional local

funds or additional Proposition C 40% bonding capacity for bus capital projects. The
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Chapter VI, Page 104

Proposition C 40% revenue demand chart later in this Chapter details MTA's capacity to

issue additional debt.

3. Cost and risk mitigation -- The MTA will be attempting to mitigate the $377 million
shortfall through both short and long term methods for the cost and revenue sides of
the problem. MTA management will be annually “scrubbing” the capital requirements’
submitted in departmental budget proposals to ensure that only those items that are
absolutely necessary get carried forward into the final budget. Bus specifications will be

re-evaluated in an aftempt to garner lower cost buses in the competitive bidding

process.

As noted above, the MTA could receive increases in transit capital funds under the
reauthorization of ISTEA. MTA management will also be proposing fare structure
and/or revenue increase that may, in pan, off-set debt service requirements for urgently
needed capital improvements. For those budget items that the MTA must purchase in
FY 1998-99, we will be exploring commercial paper and other debt instruments, if

necessary.

Finally, the MTA management will be restructuring and changing service delivery
strategies to decrease capital improvement burdens. Restructuring and service
changes must be accomplished in a manner that is consistent with the federal Consent
Decree. Many of the solutions to the capital side shortfalls will be influenced by the

solutions adopted for the operating shortfalls later in this Chapter.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans
[Bus Capital Projects]
(Other Than Buses)

COSTS
by Fiscal Year ($M)

FY 98 FY 99 FY 00 FY 01 FY 02 FY 03

FY 04

TOTAL

Budget

$93.1 387.2 $93.5 $98.9 $70.2 $65.8

$69.4

$578.0

Reserves

$0.0

Totals

$93.1 $87.2 $93.5 $98.9 $70.2 $65.8

$69.4

$578.0

COSTS BY FUNDING SOURCE
by Fiscal Year ($M)

Funding source

FY 98 FY 99 FY 00 FY 01 FY 02 FY 03

FY 04

TOTAL

Federal:

Sec. 3

Sec. 9

$71.4 $22.7 $0.0 $0.0 50.0 $16.2

$104

$120.8

CMAQ

RSTP

Sec. 3 Rail Mods

30.2

$0.2

Sec. 26

State:

Prop 116

98 CTIP

STIP (FCR)

TSM

SCAQMD AB2766

$3.8 $2.0 $2.0 $2.0 $2.0 $0.7

$2.0

$14.5

Local:

Prop A 35%

Prop A 40%

Prop C 40%

$6.8 30.0 $14.4 $0.0 $0.0 $0.0

$0.0

$21.2

Prop C 5%

Prop C 10%

Prop C 25%

City of Los Angeles

TDA Article 4

$20.8 $8.7 $10.0 $0.9 $0.2 $0.0

$3.4

$44.0

General Rev. Bonds

TOTALS

$103.1 $33.4 $26.4 3_2.9 $2.2 $16.9

$15.8

$200.7

BALANCE

$10.0] ($53.8)} ($67.1)] ($96.0)] ($68.0)] (§48.8)

(353.5)

($377.3)

An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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F. ALAMEDA CORRIDOR

INTRODUCTION

This section reviews the project referred to as “Alameda Corridor” which is a 20-mile
long double-tracked rail corridor. Upon completion the Alameda Corridor will speed
goods a long a modern rail corridor from the port area of Los Angeles to the central
Business District in downtown. The project is not managed by the MTA but rather the

MTA is a limited funding partner to another legally created authority.

Overall MTA is providing $294.4 million in funding during the Restructuring Plan period.
The MTA is designating major regional state funds and local highway funding to meet

the obligation. The total costs of construction exceed $2.0 billion.

1. Project cost assumptions --The MTA has independently examined the schedule
and cost risks associated with the Alameda Corridor Project. The MTA’'s agreement
with the Alameda Corridor states that the MTA will not be responsible for cost overruns
and will not be requested to increase its contribution to the project. The United States
General Accounting Office recently issued a report which states that the year 2000
completion schedule for the Alameda Corridor is “ambitious”. (Please refer to that
report for more information.) Earnings from any delay in cash drawdowns will accrue to
the MTA,

2. Cost and risk mitigation -- The MTA’s $355.4 million in funding for the Alameda
Corridor project is on schedule. In January 1998, the MTA Board acted to convert $150
million of Proposition C 25% bond proceeds to 1998 County TIP funds. The Board did
so because it was anticipated that the Proposition C 25% bond funds would not be
available given the lower sales tax forecast. The 1998 County TIP funds now
committed to the Alameda Corridor project rely on state gas tax revenues allocated by

the CTC. The State Highway Account, from which these gas tax revenue must flow, is
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projected by Caltrans to have a $2.0 billion balance by December 1889. The balance in
February 1998 was $1.5 billion. The commitment of 1998 County TIP funds is,

therefore, a more secure source of funds than the MTA's own sales tax bonds.
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l THE MTA RESTRUCTURING PLAN
' Project and Year Financial Plans
I [Alameda Corridor]
I COSTS
by Fiscal Year ($M)
l FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Budget $243 $71.4 $57.3 $141.4 $294.4
l Reserves $0.0
Totals $24.3 $71.4 $57.3 $1414 $0.0 $0.0 $0.0 $294.4
COSTS BY FUNDING SOURCE
l by Fiscal Year (5M)
Funding source Fy 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
l Federal:
Sec. 3
I Sec. 9
CMAQ
RSTP $21.5 $23.3 $44.8
l Sec. 3 Rail Mods
Sec. 26
State:
I Prop 116
98 CTIP $57.3 $92.7 $150.0
l STIP (FCR) $48.1 $48.1
TSM $2.8 $2.8
SCAQMD AB2766
I Local:
Prop A 35%
l Prop C 40%
Prop C 10%
Prop C 25% $0.0 $48.7 $48.7
l City of Los Angeles
Commercial Paper
TDA Article 4
. Generzl Rev. Bonds
TOTALS $2431 - %714 $57.3 $141.4 $0.0 $0.0 $0.0 $294.4
l BALANCE $0.0 $0.0 ($0.0) $0.0 30.0 $0.0 $0.0 (3$0.0)
I An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
/14598
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" G. OTHER ADMINISTRATIVE PROJECTS

INTRODUCTION

This section reviews the other adminisfrative items for business operation of the
agency. Funding is from several sources including federal Section 26 and state
Proposition 116. Local sources are divided between Prbposition A and C. These

administrative projects area, has a $46.9 million shortfall indicated through the

Restructuring Plan period.-

1. Project cost assumptions — The unmet capital needs in the administrative projects
area of $46.9 million includes items such as personal computers, telephones, cabling
equipment, leases on business equipment and upkeep on the headguarters building.

The items involved in administrative capital are reviewed annually through the

budgetary process.

All unmet needs will be addressed through short and long term methods from revenue
and costing perspectives. Some items will be deleted or reduced in scope, and other
alternatives such as joint use, needs assessment, or cost spreading will be
implemented. Some of the administrative project items are eligible for various grants
and pilot programming efforts at the state and federal ievel. These will be pursued by

the MTA through appropriate grant applications.

2. Project revenue assumptions and risk mitigation -- The identified sources of
funding are secured for FY 1987-98. Of the $86.1 million in projects, $59.4 million is
secured for FY 1997-98. In future years, deferral of some items will occur unless
funding sources can be identified. The administrative capital projects could benefit from
increases in capital funding under consideration in the proposed reauthorization of
ISTEA. The MTA is also exploring debt instrument funding in the short term for

isolated items through the annual budgetary process.
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Administrative projects will be reviewed on an annual basis based on availability of
funds and priorities. Most of the items can be deferred without regard to violating
established safety standards or life cycle replacement criteria. This $46.9 million is a

shortfall that occurs in annual increments through FY 2004,
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Other Administration Projects]

COSTS
by Fiscal Year ($M)

FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Budget $59.4 $40.3 $12.1 $7.8 $4.4 $4.4 $4.6 $133.0
Totals $59.4 $40.3 3121 $7.8 $4.4 $4.4 346 $133.0
COSTS BY FUNDING SOURCE
by Fiscal Year (3M)

Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
Sec. 3
Sec. 9
CMAQ
RSTP
Sec. 3 Rail Mods
Sec. 26 7.5 5.7 $13.2
State:
Prop 116 $11.2 $11.2
98 CTIP
STIP (FCR)
TSM
SCAQMD AB2766
Local:
Prop A 35% $1.3 $1.0 $2.3
Prop C 40% $194 $3.6 $23.0
Prop C 10% ’
Prop C 25% $13.09 $16.4 $30.3
City of Los Angeles $1.3 $1.3
Commercial Paper
TDA Article 4
General Rev. Bonds $4.9 54.9
TOTALS $59.4 $26.7 $0.0 $0.0 $0.0 $0.0 $0.0 $86.1
BALANCE $0.0| ($13.8) ($12.1) ($7.8) (34.4) ($4.4) (54.6)] (%$46.9)

An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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H. BUS OPERATIONS

INTRODUCTION

The Project and Year Financial Plans chart estimates the MTA’s annual bus operating
expenditures through FY 2003-04. The plan includes $4.9 billion bus operating costs
including the Consent Decree. The MTA bus operating plan shows a shortfall of $540
million through FY 2003-04.

1. Project Cost Assumptions -- Bus operations cost projections are generated by the
Padron Mode! (see Description of Financial Forecasting in Chapter IV). This mode! is
consistent with the methodology specified by the FTA for Alternatives Analysis studies.
Staffing requirements, labor costs and non-labor expenses are calculated based on the
projected quantity of service supplied (e.g., peak vehicles, revenue vehicle-miles) and
the physical size of the system (e.g., route miles, number of stations). Using the line
item detail of the current MTA budget and adjusting for anticipated changes in
operations such as new lines, union contracts including wage adjustments, more
frequent service, and line elimination, the Padron Model projects operating costs

including the bus Consent Decree costs.

2. Project Revenue Assumptions -- The assumed revenues for bus operations are
comprised of Section 9 Operating, STA Program, TDA Article 4, Propositions A & C and
advertising and auxiliary funds. It is assumed that Section 9 allocations for transit

operations are eliminated in federal FY 2003.

3. Cost and Risk Mitigation -- Bus operations cost and funding will be balanced by
changing service, raising fares, improving the MTA's overall cost reduction efforts and
implementing efficiencies. Part of the shortfall will be addressed by cost savings that
will be determined in the FY 1998-99 MTA budget process. The Workout, Cost
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Reduction/Changes will produce significant cost reductions and revenue increases
beginning in FY 1998-99.

There is always a risk that the MTA Board will not raise fares, change service and
approve efficiencies based upon their policy and directive oversight. The MTA Board
will consider a range of issues when balancing expenditures against revenues. This
review process will allow the MTA Board to achieve a balanced operating budget and

direct pricrities.
|. BUS CONSENT DECREE

INTRODUCTION

MTA has been operating under the provisions of a Consent Decree, ordered by the U.
S. District Court for the Central District of California, since October 29, 1996. The
decree resolved litigation filed by multiple plaintiffs in September, 1984, concurrent with
the MTA's attempt to implement an adopted fare increase. This section outlines the
basic obligations imposed upon the MTA by the Consent Decree, and briefly

summarizes the actions taken to comply. Financial impacts are addressed separately.

1. Basic Principles and Objectives -- The elements of the Consent Decree are
interpreted in accordance with a set of basic principles that collectively define the

purposes of the decree. The eight principles include:

a. Commitment of the MTA to a fully integrated mass transportation system that
effectively meets the needs of all riders with equal access for all.

b. Establishment of bus service quality improvement as the MTA’s highest

priority.
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c. Maintenance of a policy of charging equitable fares for transit services.
d. Maintaining a policy that fairly distributes transit security and amenities.
e. Priority to be given to transit-dependent populations for capital improvements.

f. Consistent with other statutory obligations, the first priority for funds not
already budgeted for other purposes is to be given to improving bus services

for transit-dependent populations.

g. MTA long range plans, capital project grants and annual budgets shall
contain a section describing how the needs of transit-dependent residents

are being and will be met.

h. MTA will work cooperatively with the plaintiffs’ class representatives through a

Joint Working Group to implement these principles and objectives.

2. Process and Duration -- The Consent Decree remains in effect for 10 years. MTA
may petition to remove the decree after seven years provided that it files a plan for

maintaining the benefits achieved by the decree for at least five years thereafter.

As noted above, a Joint Working Group has been estahlished to serve as a mechanism
for cooperative discussion among representatives of the plaintiffs and the MTA,
Presently, the group is composed of four MTA staff and four members of the Bus Riders

Union, A co-chair has been designated by each party.

The Court has appointed Donaid T. Bliss, an attorney-with expertise in transportation, to
serve as Special Master. His role is to provide interpretation of the Consent Decree’s
requirements, when requested, and to preside over a specified dispute resolution
process. When the parties are unable to resolve a matter among themselves through
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the Joint Working Group, the parties’ attorneys attempt a resolution. The Special Master
provides a means of adjudication when the attorneys are unable to resolve an issue,
and the District Court affords a means of appeal whenever either party disagrees with a
decision or interpretation of the Special Master. All legal costs associated with

enforcement of the Consent Decree are the responsibility of the MTA.

3. Specific Obligations - Load Factor Reduction — MTA is obligated to reduce its

maximum average load factor in accordance with the following schedule:

By December 31, 1997 - 1.35 passengers per seat (15 standees)
By June 30, 2000 - 1.25 passengers per seat (11 standees)
By June 30, 2002 - 1.20 passengers per seat {9 standees)

As an initial effort to achieve these targets, MTA was required to increase its scheduled
peak fleet by at least 51 buses by December 31, 1996, and an additional 51 buses by
June 30, 1997. On each occasion, MTA augmented its scheduled peak service by 53
buses. Subsequently, two buses were added in February, 1998, and three additional
buses are being added in June, 1998, for a total increase of 111 buses for relief of
overcrowding. Equipment has been drawn from available reserves in MTA's fleet,

largely by deferring the planned retirement of older buses.

Average lcads are to be determined in accordance with the procedures normally
employed by MTA to count passengers. These procedures measure average
passenger loads for 20 minute intervals for weekday peak travel periods, and hourly
intervals at other times. MTA may not pass up passengers as a means of achieving
these targets. An annual Load Factor Reduction Plan must be prepared at least 60
days prior to the start of each fiscal year which documents the means by which MTA is
complying with these requirements, and how it intends to do so in the future, The first

such plan was issued on April 1, 1997. It projected that up to 81 additional peak buses

05/14/98; 2:07 PM 115

XAFrank\a™ Draft Plan\3~ Draft Restructuring Plan Chpt VI




>

Chapter VI, Page 116

may be needed to achieve the June 30, 2002, target beyond those buses already

added to service through June, 1998.

By the terms of an agreement negotiated with the plaintiffs in September, 1997, a
comprehensive point check monitoring program has been instituted. Bus lines are
monitored at points of maximum loads. Monitoring is performed over a 13-hour period
(6am-7pm), seven days a week. The 20 most heavily used bus lines are checked twice
a month, and 57 other bus lines with historically high load ratios are checked at ieast
once per quarter. Data from this program are summarized and provided weekly to the
plaintiffs. Bus Riders Union personnel have been frained by MTA staff to conduct
independent point checks, and their data supplements that which is collected by MTA
staff.

Since February, 1998, MTA and BRU staff have had continuing working sessions ta
assess instances of overcrowding on high ridership bus lines. These evaluations have
shown that the primary contributors to such occurrences are poor equipment reliability
(unavailability of buses to fill assignments and mechanical problems with buses in
service) and inconsistent schedule adherence (uneven spacing between buses causing
uneven passenger loading). Recently, BRU has indicated that it is requesting the formal
dispute resolution procedures of the Consent Decree in an effort to address their

concerns about this matter.

4. New Service Program -- The purpose of this program is to provide new and
expanded hus services to improve transit-dependent access to employment,
educational and health care opportunities. There are two requirements: (1) to
expeditiously implement a pilot project consisting of at least 50 additional buses, and

(2) to develop and implement a five-year plan for new services by December 31, 1998.

Pursuant to an interpretation of the Special Master, “expeditiously” was defined as

implementation by May 15, 1997, or a later time by mutual agreement of the parties.
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Through the Joint Working Group a process was developed for identifying candidate
services for inclusion in the pilot project. The desire for public input as a part of this
process led to an agreement for the development of a Master Plan of pilot project
services by late summer of 1997. A series of community meetings were conducted in
June and July, a Master Plan drafted and presented through another community
meeting in early September, and a final Master Plan adopted by the MTA Board of
Directors in October, 1997. '

In an effort to limit the costs of Master Plan implementation, a competitive solicitation of
service providers was carried out, and Phase | of an implementation plan presented to,
and approved by, the Board of Directors in November, 1997. Twelve of the 18 services
identified in the Master Plan were included in Phase |. Implementation began in late
December, 1997, with all services in operation by late March, 1998. Services are
operated by MTA Operations, a private service provider, and through an agreement
with the Los Angeles DOT which employs other private service providers. Subsequent
phases of this program are still under development pending further competitive
solicitation of service providers, review of performance of initial pilot project services,
and budget preparation. A process for development of the Five-Yéar New Service Plan

has not yet been agreed upon through the Joint Working Group.

5. Fares -- The Consent Decree put in place a specified fare structure. On December

1, 1996, the price of 2 monthly pass was set at $42, and a Semi-Monthly Pass at $21. A
new Weekly Pass was introduced at $11.

An off-peak discount fare of-$0.75 was required on bus lines heavily used by the transit-
dependent with MTA given some latitude to determine the specific manner in which this
obligation would be satisfied. A demonstration $0:75 cash fare was put into effect
between the hours of 10am-2pm on bus line 40 on December 1, 1996. Following

evaluation of this demonstration program, and consideration of other alternative
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approaches, the Board of Directors adopted a $0.75 cash fare systemwide between

9pm-5am which became effective on September 6, 1997.

Future fare adjustments are constrained by the Consent Decree. Non-pass fares may
be increased by the cumulative change in the local CPI since October 1, 1995,
beginning in November, 1998. Pass prices may be adjusted, subject to the same CPI'
constraint, beginning in November, 1999. All fare restrictions are removed in November,
2003.

Two exceptions to the Consent Decree’s fare pricing limitations are specified. First, if a
low-income pass is developed, after consultation with the Bus Riders Union, then price
restrictions on the monthly pass are removed. Secondly, should new technology be
introduced, such as a debit card or smart card, that changes the basis for payment,

then pricing may be adjusted through consultation to reflect the different payment basis.

6. Improved Security and Other Improvements -- MTA is obligated to apply for grant
funding through the Department of Justice to implement expanded bus transit security
details in the Hollywood-Rampart-Koreatown and East San Fernando Valley areas.
Both grants were recently awarded, and are expected to be implemented after the start
of the next fiscal year. An application was also mandated for grant funding to provide a
dedicated complement of officers focussed on improved security for female

passengers. This grant application was not funded by DCJ.

Over the first five years of the Consent Decree, MTA is to allocate at least $500,000 for
bus shelter improvements and other passenger amenities through its Call For Projects
funding process. A first round of awards was approved in June, 1997. MTA is also
required to consult with the Joint Working Group to determine whether the bus stop
improvements provided through the Los Angeles Neighborhood Initiative program

should be continued or expanded.
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Other actions detailed in the Consent Decree include Joint Working Group evaluation of
the Smart Shuttles demonstration programs, review of findings of bus restructuring
studies, and the design and analysis of findings of a multi-year Market Research Study.
The MTA is also required to jointly evaluate the feasibility of debit card/smart card

technology for application to the MTA's bus system, to use best efforts to implement

bus priority roadway improvements, and to consult regarding ways to provide more

flexible services in transit dependent areas. A final obligation is to continue providing at
least $5 million annually for the continuation of the agency’s Immediate Needs
Program, a vehicle for distributing transportation vouchers and transit tokens to needy

individuals through social service and community agencies.

The broader issue facing the MTA in connection with the Consent Decree is preserving
the agency's commitment to the eight principles and objectives of the decree as it
addresses its operating and bus and rail capital shortfalls. The Special Master provided
useful guidelines on this issue in a recent opinion on reductions in [ate evening night

owl service.

This matter arose after the MTA implemented service reductions last December in late
night services. The bus lines cancelled had less than ten boardings an hour. The
service reductions are forecast to save the MTA $2 million annually which will be

redirected to other services.

The Special Master was asked to decide whether these service reductions were
consistent with Consent Decree. Plaintiffs’ counsel, who are monitoring the Consent
Decree, requested the Special Master to restore the cancelled service. The Special
Master declined to order restoration of the service. However, he determined that the
MTA should “implement appropriation mitigation strategies that would alleviate

employment-related hardships imposed upon transit-dependent bus riders” as a result

of the service reductions.
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The Special Master decision further stated that it was not intended to “require MTA to
allocate more than a small portion of the savings achieved” from the service reductions
to mitigate the impacts. The Special Master found that restructuring bus service to

achieve efficiency and productivity is not specifically prohibited by the Consent Decree.

However, because the fundamentai purpose of the Consent Decree is to improve bus
service for transit-dependent riders, the Special Master concluded that reductions in
bus service for transit dependent riders must be part of an overall program of improving

bus service.

It has always been the policy of the MTA to mitigate the adverse effects of changes in
service. The MTA did follow that policy in the reduction of night owl service. Every
affected passenger has alternative bus service within reasonable walking distance.
The MTA may have some disagreement with the ruling regarding the adequacy of the
mitigation which the MTA provided, and th_e MTA will give further attention to that issue.
The MTA has an obligation to manage this transportation service efficiently and
improve service to transit dependent customers. The MTA believes that is what the
Consent Decree mandates and that is the primary message of the Special Master's

ruling.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Bus Operating Budget]

COSTS
by Fisca! Year ($M)
FYo8 | FY99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
|Budget* $609.6 $642.6 $669.4 $702.1 $728.3 $761.7 $788.8| $4,902.5
Reserves 30.0
Totals $609.6 $642.6 $669.4 $702.1 $728.3 $761.7 $788.8] $4,902.5
COSTS BY FUNDING SOURCE
by Fiscal Year ($M)
Funding source FY 98 FY 99 FY 00 FY 01 FY Q2 FY 03 FY 04 TOTAL
Federal:
Sec. 3
Sec. 9 $21.1 $21.1 $21.1 $21.1 $21.1 $105.5
CMAQ
RSTP
Sec. 3 Rail Mods
Sec. 26
State:
Prop 116
98 CTIP
STIP (FCR)
TSM
SCAQMD AB2766
STA Program $10.1 $10.3 $10.4 $10.6 $10.7 $10.9 $11.0 $74.0
Local:
Fares $204.8 $216.1 $229.2 $241.9 $241.9 $259.7 $259.7] $1,653.3
Prop A 35%
Prop A 40% 118.3 $118.4 $124.1 $128.8 $135.0 $141.7 $148.7 $915.0
Prop C 40% $66.4 $38.0 $44.3 354.0 $56.2 $65.4 $67.5 $391.8
Prop C 5% $11.3 $8.9 $9.3 359.6 $10.1 $10.8 $11.3 $71.3
TDA Article 4 $148.5 $141.1 $124.0 $121.5 $130.6 $143.4 $157.5 $966.7
General Rev. Bonds
Other (Advert. & Aux.) $29.0 3238 $24.6 $25.5 $26.5 $27.4 $28.4 $185.3
TOTALS $609.6 $577.8 $587.0 $613.1 $632.1 $659.3 $684.2| $4,362.9
EFFICIENCIES/SHORTFALL 0.0 (364.8)] (3824) ($89.0); ($96.2) ($102.4)] ($104.6)] ($539.6)

* These costs include the operating costs related to the federal consent decree.

** An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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J. RAIL OPERATIONS
INTRODUCTION

The MTA is operating three rail lines during the Restructuring Plan period: the Long
Beach Blue Line, Green Line, and Metro Red Line including extensions presently under

construction to Hollywood Boulevard & Vine Street, and North Hollywood.

Rail Operations costs during this period are projected to be $304.7 million, an average
of $130 million per year. Operating cost projections for MTA rail lines are generated by
a model consistent with the methodology specified by the FTA for Alternatives Analysis
studies. The MTA Rail Operating Plan shows a shortfall of $104 miltion through FY
2003. All of the federal funds used for rail operations, $16.9 million in FY 1998, go to

Green Line operations.

Local sales tax revenues and fares provide $694 million, or approximately 90% of the
required funding for the entire Metro Rail System. Rail operations and maintenance
cost projections are generated by the Padron Model (see Description of Financial
Forecasting Model Chapter 1V). Staffing requirements, labor costs, and non-labor
expenses are calculated based on the projected quantity of service supplied (e.g., peak
vehicles, revenue vehicle-miles) and the physical size of the system (e.g., route-miles,
number of stations): Using line item detail of the current MTA budget and industry
standards as a basis, and adjusting for anticipated changes in operations such as new
lines, more frequent service, and line elimination, it projects operating and maintenance
costs. The MTA Budget Office consolidates all bus and rail operating costs into the
Enterprise Fund budget; however, deficits are captured in the model as bus and rail

operations figures. -

Expansion of the Red Line operations to Segment 2, Hollywood Boulevard & Vine

Street, and Segment 3, North Hollywood, is incorporated into these figures. They
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" include security costs and bi-annual fare adjustments based on inflation in accordance
with Consent Decree provisions. Additionally, Los Angeles County's Metrolink
{commuter rail system) subsidy costs are reflected in these figures. Virtually all of the
Proposition C 10% funds shown are going to subsidize Metrolink operations and capital

maintenance. No other funds shown go to others.

1. Cost and risk mitigation -- The two principal risks associated with MTA rail
operations are fare revenue collections and fabor costs. Fare revenues are dependent
on an aggressive rharketing campaign when each new segment opens: Segment 2,
Hollywood Bouievard & Vine Street, and Segment 3, North Hollywood. The MTA has
an excellent record forecasting ridership for line openings. Ridership projections have
been exceeded within six months of Revenue Operations Dates when opening past rail

lines. Additionally, the MTA has a large security budget to foster an atmosphere of
safety for patrons.

2. Revenue assumptions and risk mitigation -- All of the Proposition C 10% goes to
another agency, Metrolink. Of the remaining révenues, Federal CMAQ (Congestion
Management and Air Quality) revenues contribute only 2%, State STA (State

Transportation Assistance) makes up 10%, and local revenues, 88%.

FY 1998 is the third year of operations for the Green Line and the last year CMAQ can

be used for rail operations. No other Federal funds are assumed to be used in rail

operations at this time.

The only State revenues programmed for rail operations are STA. These are

distributed to the MTA and other county transportation agencies on a formula basis.

The total amount of local funds going to rail operations is $694 million over the
Restructuring Plan period. These funds consist of Proposition C, $289 million, (36%),
TDA (Transportation ‘Development Act) Article 4, $151 million, (32%), Fares, $227
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million, (29%), and Proposition A 35%, $27 million, (3%). All of these funds come from
retail sales tax collections except fares. The MTA now estimated projected revenues in
a conservative projection approval relying on actual receipts and several economic
reports from throughout the Southern California area. Initial receipts of funds has

exceeded projections and allowed for additional revenues.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans
[Rail Operating Budget]

COSTS
by Fiscal Year (§M)

- : FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Budget $86.6 $97.9 $127.6 $140.3 $145.5 $150.7 $156.1 $904.7

Reserves $0.0
Totals $86.6 $97.9 $127.6 $140.3 $1455 $150.7 $156.1 $904.7

COSTS BY FUNDING SOURCE
by Fiscal Year ($M)

Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL

Federal:
Sec. 3
Sec. 9
CMAQ $16.9 $16.9
RSTP

Sec. 3 Rail Mods
Sec. 26

State:

Prop 116

88 CTIP

STIP (FCR)

TSM

SCAQMD AB2766
STA Program $12.3 $12.5 $12.7 $12.9 $13.0 $13.2 $13.4 $90.0
Local: )

Fares $15.8 $18.9 $29.7 $39.2 $39.2 $42.1 $42.1 $227.0
Prop A 35% 18.5 $0.0 $0.0 $0.0 $0.0 $0.0 $7.9 $26.4
Prap C 40% %6.8 $47.7 $36.1 $29.6 $33.5 $33.7 $34.6 $222.0
Prop C 5% $7.4 $8.9 $9.3 30.6 $10.1 $10.8 $11.3 $67.4
Prop C 10% 50.0] . $0.0 $0.0 $0.0 30.0 30.0 $0.0 $0.0
Prop C 25%

City of Los Angeles
TDA Article 4 $8.8 $0.0 $24.1 $31.2 $30.5 $30.7 $26.2 $151.4
TOTALS $86.6 $88.0 $111.8 $122.5 $126.2 $130.5 $1354 $801.1

BALANCE $0.0 ($9.9)| ($15.8) ($17.8)] ($19.3)f (320.2) ($20.7)| ($103.6)

An annua! breakout of capital/foperating costs and revenue by funding source can be found in Appendix C.
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Chapter V!, Page 126

K. DEBT SERVICE
INTRODUCTION

Debt service during the Restructuring Pian period is shown on page 130, the Debt
Service table and is projected to total $2,334.2 million. This figure reflects payments on
existing and projected debt issuance for expenditures on Highway capital, Bus capital,
and Rail capital. All short-.term, medium-term, and long-term capita! debt is captured on
this table.

In addition to tax-exempt municipal bonds, the MTA is paying debt service on taxable
and tax-exempt commercial paper, lease revenue bonds, and Certificates of
Participation (COPs). Approximately half of the total, 44% or $1,033.6 million, will be
paid from Proposition A 35% toward rail capital debt. Interestingly, Proposition C 25%
debt service will grow the fastest in terms of both dollars ($66.5 million), and

percentage, (268%) due to the rail construction suspension.

Federal funding amounts to $75.2 million, 3% of the total, and goes exclusively to assist
with payments on COPs, whose proceeds were used for bus purchases. Local sales

tax funds provide all the remaining funds.

1. Debt service cost assumptions -- The debt service projections are based on three

major assumptions. First, the existing debt service for debt issued through FY 97 will

‘continue to be paid at the existing levels through the Restructuring Pian period.

Currently, Proposition A 35% debt service is approximately $113.2 million, Proposition
C 10% is $10.4 miltion, Proposition C 25% is $24.8 million and Proposition C 40% is
$65.0 million. Second, new bonds for capital projects are assumed to be issued to meet

capital program cash flow requirements throughout the Restructuring pericd. Third, debt
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service also includes interest on commercial paper of $11.4 million based on an
average outstanding balance at $295 million at a rate of 4%. The Restructuring Plan
assumes this to be paid annually from Proposition A 35% cash.

The overall absolute capacity of the MTA to issue debt exceeds $9 billion when fare

revenues are considered. However, the MTA’s budget policies and internal restrictions"

would not permit the agency to issue to that limit even though annual revenues could
support that level of debt. Paragraph 4 below discusses the self imposed management

constraints on issuing debt.

2. Cost and risk mitigation -- MTA’s primary risk in issuing debt, bonds, or
commercial paper is the market interest rate. The present market interest rates for debt
are low. The MTA's tax exempt commercial paper is currently trading at around 3.5%.
Recent MTA bonds sold at interest rates under 5.2%, as compared to plan assumptions
of 6% in the near term. A risk mitigation strategy is to immediately issue as much debt
as can be justified under appropriate laws and regulations in order to lock in the present

low rates.

Another factor influencing the MTA's debt program is the rating assigned to MTA debt
by each of the three nationally recognized rating agencies. Two of the three agencies
recently downgraded MTA ratings. To mitigate this effect, MTA executive management
met with those agencies and committed to an ongoing open line of communication to
provide requested information to the agencies on a timely basis. The rating changes
did not significantly affect the cost of the refunding bond process recently concluded.

3. MTA Reform And Accountability Act Of 1998 -- A recent initiative regarding
MTA’s use of county sales tax dollars has been proposed for a countywide voter ballot.
This measure is called the MTA Reform and Accountability Act of 1998 and was
introduced by MTA board member Zev Yaroslavsky. It imposes limits on MTA's ability
to spend Proposition A & C funds for new subways (excluding MOS 1 and 2 and MOS 3
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North Hollywood). If the measure qualifies for the ballot and a majority of Los Angeles
County electorate approve, then effective November 1998 MTA would be prohibited
from using Proposition A & C funds for planning, designing, constructing or operating
any new subway beyond the current construction of MOS-2 and MQOS-3 North
Hollywood. Proposition A & C funds would iikewise be prohibited for paying debt
service on bonds or other evidence of indebtedness issued after March 30, 1998 for

new subways.

The initiative would create a five member Independent Citizens' Advisory Oversight
Committee for the purpose of reviewing MTA's sales tax expenditures. An annual
independent audit would be required in order to determine MTA’s compliance with the
provisions set forth regarding the Proposition A & C eligibility restrictions. The annual

audit would commence beginning with the State of California fiscal year 1998-99.

As outlined in this Restructuring Pian, MTA intends to issue new debt only for the MOS-
2 and the MOS-3 North Hollywood projects which would be permitted by the initiative
were it to ultimately become law. The Restructuring Plan does not assume the
issuance of new debt for the suspended Pasadena, MOS-3 East Side, and Mid-City

Extension at this time.

4. Local funding bonding assumptions -- The MTA developed Revenue Demand
Charts as programming tools to determine the cash available to fund projects and pay
debt service from each of the local funding sources. For each line item entry i.e.,

project or programs, a determination is made whether the proposed expenditure

requires cash or whether it is eligible for bond financing. Cash uses include debt

service and operating costs. Capital expenditures are eligible for financing.

Staff attempts to balance the sources and uses of each fund. Bonding is determined
from using only certain portions of Propositions A and C, not the entire amount
available. A Demand Chart is considered "balanced” if: a) there is a positive
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cumulative cash balance at the end of the program year, and b) debt issuance for the
program year does not cause the debt service coverage ratio to fall below the coverage

target.

MTA's Treasury Department has set the debt coverage ratio target for each local
funding source at not less than 1.0 (see debt ratio calculation explanation below) except
for the Proposition A 35% senior lien bonds which require a coverage ratio of at least
1.15. The Revenue Demand Charts assume the MTA will issue debt to finance as
much of the capital projects that are bond-eligible as possible without causing the debt
coverage ratio to fall below 1.0 ratio. If the demand for debt exceeds the allowable
target, all capital and operations demands must be reexamined through he budget

process.

The debt coverage ratio is calculated as follows: When available, cash is the average
of cash available for the program year'and the prior year and the ratio is calculated after

annual budgetary cash demand is deducted.

The Revenue Demand Charts assume future interest rates for debt as estimated by the
MTA Treasury Department. These rates are updated by Treasury approximately twice
per year. Debt service costs for prior debt are also by MTA Treasury and updated

periodically.

The following charts reflect the demands anticipated during the Restructuring Plan
period. These charts are amended as needed to assist in rendering management
_decisions involving financial budget or cost avoidance decisions. It is expected that

reductions in planned expenditures will occur due to the shortfalls shown.
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THE M1A RES 1 RUG IURKINAG FLAN
Project and Year Financial Plans
[Debt Service]

COSTS

by Fiscal Year ($M)

TOTAL

FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Proposition A 35% Debt $113.2 $136.2 $142.4 $150.1 $157.9 $166.4 $167.4] %1,033.6
Proposition C 10% Debt $10.4 $11.6 $11.6 $11.6 $11.6 $11.6 $11.6 $80.0
Proposition C 25% Debt $24.8 $34.8 $59.6 $70.9 $79.1 $84.7 $91.3] $445.2
Proposition C 40% Debt $65.0 $75.4 $81.9 $92.6 $92.5 $95.6 $98.8 $601.8
Commercial Paper $11.4 $11.4 $11.4 $11.4 $11.4 $11.4 $11.4 $79.8
COP's $15.1 $14.6 $14.0 $13.5 $12.8 $12.2 $11.6 $93.8
Totals $239.9 $284.0 $320.9 $350.1 $365.3 $381.9 $392.1] $2,334.2
COSTS BY FUNDING SOCURCE
by Fiscal Year (3M)
Funding source FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04 TOTAL
Federal:
Sec. 3 .
Sec. 9 $12.1 $11.7 $11.2 $10.8 $10.3 $9.8 $9.3 $75.2
CMAQ
RSTP
State:
Prop 116
98 CTIP
STIP {FCR)
STA Program
Local:
Prap A 35%' $124.6 $147.8 $153.8 $161.5 $169.3 $177.8 $178.8] $1,113.4
Prop A 40%
Praop C 40% $65.0 $75.4 $81.9 $92.6 §92.5 $95.6 $98.8 $601.8
Prop C 5%
Prop C 10% $10.4 $11.6 $11.6 $11.6 $11.6 $11.6 $11.6 $80.0
Prop C 25% $24.8 $34.8 $59.6 $70.9 $78.1 $84.7 $91.3 $445.2
TDA Article 4 $3.0 $2.9 $2.8 $2.7 $2.5 £2.4 52.3 $18.6
Other (Advert. & Aux.)
TOTALS $239.9 $284.0 $320.9 $350.1 $365.3 $381.9 $392.1| $2,334.2
EFFICIENCIES/SHORTFALL $0.0 {$0.0) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

1. These figures exceed annual payments due to established debt service coverage ratio crileria.

2. An annual breakout of capital/operating costs and revenue by funding source can be found in Appendix C.
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Demand for Proposition C 25% Funds (Freeway and Highway)
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Summary

B

Demand for Proposition C 10% Funds (Commuter Rail & Park and Ride)
Scenario: Growth Rate 4% in FY 98 and .2% additional each year after
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Summary

{4 THOUSANDS)

Demand for Proposition A 35% Funds (Rail Development Account)
Scenario: Growth Rate 4% in FY 98 and .2% additional each year after
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LT

Demand for Prbposition C 5% Funds (Bus and Rail Security)

Scenario: Growth Rate 4% in FY 98 and .2% additional each year after
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Summary

Demand for Proposition C 40% Dlscretlonary Funds
Scenario: Growth Rate.4% in FY 98 and -2% additional each year after
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Chapter VII; Page 136

CHAPTER VIl
STRATEGIES FOR SUSPENDED PROJECTS

A. METRO RED LINE SEGMENT 3 EAST SIDE EXfENSION
Project Cost = $1,271 million ($735.4 million cost through FY 2004)

1. Description of shortfall -- In the December 1997 M;TA Board Meeting, CEO
Julian Burke presented a reforecast FY 1997-98 Capital Budget and Six Year
Capital Plan which demonstrated that the MTA’s financial condition would not
sustain the rail construction program on its current schedule.. As discussed in _
Chapter ’II, the East Side project is part of MOS-3 of Metro Rail and was included in
the scope of the ISTEA authorization and the MOS-3 FFGA. However, as shown in
the attached chart, the East Side Extension, even with the assumption of Federal
discretionary funding in amount of $314 million, has a budget shortfall of $245
million. Simply stated, there is no current local match for this project available in an
amount sufficient to develop a feasible financial plan at this time. This budgetary fact

is what led the CEO to recommend, and the Board to adopt, a plan for the

suspension of this project as well as the Mid-City Extension and the Pasadena Blue

line.

...delay in the construction-dates. As a result, the Revenue Operations Date -for the

project was advanced to May 2007 (assuming sufficient financial resources become
available). This delay was required to meet the cashflow restrictions that were

imposed on the project due to funding shortfalls. -~ = =~~~

hY
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2 . Status of demobilization plan - At the January 14, 1998 Board meeting, the
MTA Board authorized the CEQ to implement a Demobilization Plan for the East
Side Extension, Mid-City and Pasadena,. and suspended each of these projects. As

part of the Metro Red Line Segment 3 East Side Extension Demobilization Plan,

three parcels were authorized for acquisition. On February 26, 1998, the MTA

Board approved settlements with all of the property owners. The effects of
remediation, demolition and dcquisition of real estate parcels which were not
included in the Demobilization Plan will be reflected in the FY 1998-99 MTA Budget.

Final engineering and design of the facility contracts will be completed under
Contract Work Order (CWO) 47. This contract was approved by the MTA Board in
June 1997 and issued to the EMC in August 1997. Camera ready documents for
the completed facility work will be signed and sealed by the EMC for issuance as bid
documents. A disposition of completed design documents and related packages will
be transferred to the MTA.

3. Remobilization plan -- The remobilization of Metro Red Line Segment 3 East

Side will include the following factors:
a. Design Issues

. Facilities design would require reexamination in light of potential new
standards and criteria, including Iggislative and/or code requirements, fire/life

safety requirements and technological updates.

. Systems design was predicated on exercising options to Metro Red Line
Segment 2 base contracts. With the options being expired or canceled,
significant design effot would* be required to develop the system

requirements and contract documents.
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Chapter VII; Page 138

. Real estate parcels not yet acquired may need re-certification, depending on
ownership and surface conditions of each property at the time of

remobilization.

. New utility surveys may be required to determine changes, if any, to the utility
conflicts in the project areas.

. Any alignment changes, if implemented, would require considerable
additional design effort.

)

. Funding availability issues may require a certain amount of repackaging in
order to minimize cash flow. Repackaging would involve design effort.

. All ‘contract documents would réquire reexamination and modification to

include new schedule considerations {milestone dates, etc.)
b. Schedule Issues

. Redevelopment of a Project Master Schedule, including any anticipated
design issues would be required. -

c. Costissues

Project costs will increase upon rem_obilizgt_ion due to escalation and additional
requirements for new systems contracts as opposed to exercising options from
Metro Red Line Segment 2 contracts. Preliminary estimates produced for the FTA
in 1885 and 1996 indicated the costrsavingAs- to exercise these options was in the
magnitude of $20,000,000. '
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Chapter VII; Page 139

4. Future actions — If a plan is developed for the remobilization of the Eaét Side
project, the MTA acknovw}ledges that it would need to develop and suBmit a
financially constrained financial plan to the FTA, and that such plan would need to
demonstrate that the remobilization would not interfere with the MTA’s obligations in
connection with the North Hollywood Project and compliance 'with the Bus Consent
Decree. The MTA also acknowledges that, as part of any remobilization effort, it

would be required to negotiate and execute a revised FFGA with the FTA for the
East Side project.

il
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Red Line Segment 3 East Side]

COSTS
by Fiscal Year ($M)

FY 98

FY 99

FY 00 FY 01

FY 02

FY 03

FY 04

TOTAL

Budget

$34.6

$55.0

$51.0) $1105

$100.4

$165.2

$218.7

- $735.4

Reserves

$0.0

Totals

$34.6

$55.0]

$51.0] $110.5

$100.4

$165.2

$218.7

$735.4

~  COSTS BY FUNDING SOURCE

by Fiscal Year (M)

1
Fundingﬁsource

FY 98

FY 99

FY 00 FY D1

FY 02

FY 03

FY 04

TOTAL

Federal:

Sec.3"

$24.0

$38.0 $50.0

$50.0

$52.2

$100.0

$314.2

Sec.9

CMAQ

$6.0

$3.0 $30.0

$0.0

$3.6

$8.4

$51.0

RSTP

Sec. 3 Rail Mods

Sec. 26 -

State:

Prop 116

g8 CTIP

$10.0 $5.0

$15.0

STIP (FCR)

$25.0

$50.0

$75.0

TSM

SCAQMD AB2766

Local:

Prop A35%

1Prop C 40%

$34.6

$34.6

Prop C 10%

Prop C 25%

City of Los Angeles

Commercial Paper

TDA Article 4

General Rev. Bonds

TOTALS

$34.6

$510|  $850

$50.0

$105.8

$108.4

$489.8

-$55.0] .

BALANCE

$0.0

$0.0

$0.0] ($25.5)

($50.4)

($59.4)

($110.3)

" ($245.6)
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Chapter VII; Page 141
/

B. METRO RED LINE SEGMENT 3 MID-CITY EXTENSION

Project Cost = $554.1 million ($378.1 million cost through FY.2004)

1. Description of shortfall -- The Mid City Extension, as noted above, is alsc part
of MOS-3 Metro Rail project and was included in the project scope as described in
ISTEA and the FFGA. However, as shown in the attached chart, the Mid City project
is currently projecting a.capital budget shortfall in the amount of $332 million. As a

result, this project was also suspended by the MTA Board in January 1998.

2. Status of demobilization plan -- At the time of suspension, the budget of $491
million was based on the original project, alignment and a July 1999 Revenue
Operations Date (ROD). The Forecast was based on the W.ilton/Arlington
underground alignment and a July 2009 Revenue Cperations Date (ROD). Under
the Demobilization Plan, all work has been suspended except for the completion of
the Supplemental Environmental Impact Statement/Subsequent Environmental
Impact Report (SEIS/SEIR). ’

The SEIS/SEIR documents were submitted to the FTA for review ang comment in
QOctober of 1897. MTA staff is waiting for FTA approval of the SEIS/SEIR before

releasing the documents and holding public hearings.

3. Remobilization plan — In addition to the basic funding nproblem described above,
efforts to remobilize the Metro Red Line Segment 3 Mid-City Extension are

contingent on approval and release of the SEIS/SEIR documents from the FTA.

4. Future actions -- Similar to the East Side, the MTA acknowledges that any
action taken to remobilize the Mid-City project would require the development of a
financially constrained financial plan to the FTA, and that such plan would need to

demonstrate that the remobilization would not interfere with the MTA's obligations in
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Chapter VII; Page 142

connection with the North Hollywood Project and in compliance with the Bus’

Consent Decree. Any such Mid-City remobilization would also required the
negotiation and execution of a revised FFGA for Mid-City.
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THE MTA RESTRUCTURING PLAN

Project and Year Einancial Plans
[Red Line Segment 3 Mid City]

§

COSTS
by Fiscal Year ($M)

FY 98

FY 99

FY 00

FY 01

FY 02

FY 03

FY 04

TOTAL

Budget

$2.1

$1.8

$58.0

$43.9

$75.7

$95.4

$101.2

$378.1

Reserves

$0.0

Totals

$2.1

$1.8

$58.0

$43.9

$75.7{.

$95.4

$101.2

$378.1

COSTS BY FUNDING SOQURCE
" by Fiscal Year (M)

Funding source

FY 98

FY 99

FY 00

FY 01

FY 02

FY 03

FY 04

TOTAL

Federal:

Sec. 3

Sec.9

CMAQ

$4.0

RSTP

Sec. 3 Rail Mods

Sec. 26

State:

Prop 116

98 CTIP

STIP (FCR)

$20.0

$20.0

$40.0

TSM

SCAQMD AB2766

Local:

Prop A 35%

Prop C 40%

$2.1

$2.1

Prop C 10%

Prop C 25%

City of Los Angeles

Commercial Paper

TDA Article 4

General Rev. Bonds

TOTALS

$2.1

$0.0

$4.0

$0.0

$20.0

$0.0

$20.0

$46.1

BALANCE

' ’
-
-
'
\'
| l
L
.1
r
Il’ |
AN

$0.0

(51.8)

($54.0)

($43.9)

(3$55.7)

~ ($95.4)

($81.2)

($332.0)
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Chapter VII; Page 144

C. METRO PASADENA BLUE LINE
Project Cost = $856 million ($616.6 million cost through FY 2004)

1. Description of shortfall -- As shown in the attached chart, the Pasadena Blue
Line" project is currently projecting a capital budget shortfall“in the amount of $229
million. As a result, this. project was also suspended by the MTA Board in January
1998, .

2. Status of demobilization plan -- Final engineering and design of the four line
section contracts will be completed by the EMC under Contract Work Order (CWO)
40 and 41. Camera Ready documents will be signed and sealed. A disposition of

design contracts not completed will be submitted to the MTA.

3. Remobilization plan -- The issues regarding remobilization (e.g. re-engineering

and funding prospects) are discussed below.

In keeping with management's philosophy of locking to outside sources to fund the
suspended Pasadena Blue Line Project, an outside consultant has been engaged to
review the financial options available to the funding and construction of this project

using a new approach.

Foremost in this review is identification of a Special Power Entity (SPE) which,

depending on the jurisdiction developed, would potentially construct, operate and

‘maintain the Project. It has been determined that existing law would likely permit an

SPE to perform a role in operation and maintenance of the Project as well . At this
time, the legislator representing’ the project has pending legislation that could
potentially confirm the outstanding issues and specify responsibilities and legal
authority.
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lﬁdependent of this effort, one’ of the stakeholder cities has contracted -with a °
consultant to review potential savings, including scope reductions and single point of
responsibility analysis which could yield substantial savings estimated in the range

of $100 million, thereby significantly narrowing the funding gap.

Further consideration of this option is necessary to determine feasibility. Also,
discussions and approval by the Board of Directors would be necessary to transfér

this project from the purview of the MTA.
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THE MTA RESTRUCTURING PLAN
Project and Year Financial Plans

[Pasadena Line]

COSTS
by Fiscal Year ($M)

FY 98

FY 99

FY 00 FY 01

FY 02

FY 03

FY 04

TOTAL

Budget

$28.9

$58.6

$78.1]  $100.1

$135.1

$119.9

$87.0

$607.6

Reserves

$9.0

$9.0

{Totals

$28.9

$67.6

$78.1 $100.1

$135.1

$119.9

$87.0

$616.6]

_ COSTS BY FUNDING SOURCE

by Fiscal Year ($M)

Funding source

FY 98

FY 99

FY 00 FY 01

FY 02

FY 03

FY 04

TOTAL

Federal:

Sec.3

Sec.9

CMAQ

RSTP

Sec. 3 Rail Mods

" 1Sec. 26

State:

Prop 116

98 CTIP

"ISTIP (FCR)

$13.9

T 3124

$41.6 $41.6

$41.6

$69.9

$63.2

$284.2

TSM

SCAQMD AB2766

Local:

Prop A 35%

Prop C 40%

Prop C 10%

Prop C 25%.

$15.0

$30.0

$58.5

$103.5

City.of Los Angeles

Commercial Paper

TDA Article 4

General Rev. Bonds

TOTALS

$28.9

$42.4

$100.1 $41.6

541.6

$69.9

$63.2

$387.7

BALANCE

$0.0

($25.2)

$22.0| (358.5)

($93.5)

(850.0)

($23.8)

(5228.9)
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D. REGIONAL TRANSIT ALTERNATIVES ANALYSIS

The CEO will immediately begin a-study to analyze viable and effective options for
improving transit to all parts of the County, including Pasadena’, the East Side, Mid-
City and tthe San Fernando Valley. Immediate, short term and Ionger term solutions
will be identified.  The analysis will compare different types of tfansit routes,

financing mechamsms and structures for implementing and operating the transit
improvements. |t wnll |dent|fy which options will serve the highest number of transit
dependent residents most effectively and at the lowesjt cost as well as improve

mobility and air quality.

The CEO is authorized to retain independent professional and community expertise
to assist in analyzing alternatives and developing recommendations. Any outside
experts will be sensitive to the needs of the transit dependent and will not directly
benefit from any MTA actions. These experts can provide policy guidance and can
review and comment on the study’'s assumptions and results. The (fEO will .also
report regularly to the Board or t0 any Board Ad Hoc Committee/Task Force

established for this purpose during the study period.

The CEO will convey the study report to the Board no later than October, 1998, The
presentation will include the full range of options and recommenda\tions contained.in
the analysis as well as a funding plan. The Study will form the basis for a
recommended regional transportation mobility plan. The Study will accomplish the

‘following:

7 Subject to the outcome of SB1847 (Schiff Bill), which staff anticipates bringing back to the Board at the
regular Board meeting in May 1998.
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Task 1: Needs Analysis

Identify the location of the most transit dependent residents of Los Angeles county
and identify and prioritize their mobility needs. Needs may include but not be limited
fo: new service routés to specific origin and destination points; more frequent
‘service; more direct ‘service; faster service; less crowded service; more security;

lower fares; and other needs. ldentify transit needs of all residents countywide.

Data sources will include 1990 Census Data; more recent SCAG Hemographic
projections and Welfare to Work analysis; SCAG and MTA Origin and Destination
Surveys; MTA On-Board Survey and Service Planning/Market Research studies;

and other sources as appropriate.

Task 2: Previous Studies

Compite an inventory of all data currently existing within the MTA from previous
studies regarding transit dependent mobility needs, opportunities to
phase/downscope planned rail projects beyond the Red Line North Hollywood

segment; and lower cost project alternatives. A partial list of such studies inciudes:

‘. Inner City Transit Needs Assessment Study - July, 1993

o Service Planning and Market Research Study Phé-se | & 11 - April, 1998

e Preliminary Draft Mid Cities Transit Restructuring Study - May, 1998

» Preliminary Draft Westside Bus Restructuring Study - In progress

» Transportation Communications Needs Assessment Study Phase | - December
1997

» Preliminary Draft Transitway Feasibility (“Curitiba”) Study - In Progress for four
Corridors: San Fernando Valley East/West; Exposition Right-of-Way;
Crenshaw/Prairie; and downtown Los Angeles Harbor Transitway to E! Monte
Busway connector
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e San Fernando Valley Administrative Draft East/West Transportation Corridor
Major Investment Study]Environ?hental Impact Statement/Supplemental
Environmental Impact Report - March, 1997 A

« San Fernando Valley Transit Restructuring Study and adopted modifications -
September: 1994 & April, 1997 (

e Metro Red Line Mid-City Administrative Draft Supplemental Environmental
Impact Statement/Environmental Impact Report - September, 1997

* Los Angeles Eastside Corridor Environmental Impact Statement Environmental
Impact Report (and subsequent engineering/cost containment studies) - June,
1994

e Exposition Right-of-Way Alternatives Refinement Study - December 1994

e Crenshaw Corridor Preliminary Planning Study - October, 1994

» Pasadena Light Rail Environmental Impact Report (and subsequent engineering

/cost containment studies) - February, 1990 & February, 1996

Task 3: List of Viable Alternatives
Review the above previous work and compile a list of projects and/or enhanced

‘service options for improving transit in parts of the county with high concentrations

of transit dependent, including Pasadena, the East Side, Mid-City and the San
Fernando Valley. Look at options in corridors adjacent or parallel to the above
corridors where appropriate. Include the viable time frames for completing each
option. Identify immediate, short term and longer term solutions. Clearly identify the
improvements that could be done in each corridor. within the amounts of financial

resources expected to be available as identified in the funding analysis.in Task 6.

"The list of projects will consider different types of transit services and routes such

as.

L

« Enhanced bus service, such as more frequent service and alternative routes |
« “Rapid Bus” higher capacity buses operating at frequent service intervals with

limited stops and signal priority.
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¢ Busways in exclusive lanes or rights-of-way

e Light rail in at-grade, aerial and/or subway configurations® shorter segments;
and/or alternatiye alignments ' |

 Heavy rail in-at-grade, aerial, and/or subway® configurations; shorter segments; -

and alternative alignments

Task 4: Cost Estimates /

Identify the cost to implement and operate the transportation options discussed in
Task 3. Determine whether altemative financing methods such as “turnkey,
privatization, etc., could be utilized which would expedite construction of transit

improvements and/or assist with operating costs.

Task 5: Benefits

Identify which of the options in Task 3 will service the highest number of transit-

dependent residents, most effectively and at the lowest cost. Identify the
effectiveness of the options in improving mobility, reducing congestion, and

improving air quality.

Task 6: Funding Analysis/Funding Plan

Identify existing and potential federal, state and local funds that could be made
available for the above projects, and create a funding plan. Consider the funding
currently programmed for rail projects for which MTA has suspended work. Analyze
the eligible uses for these programmed rail funds, the years tﬁe funds are available,
the extent that funds can be reprogrammed, what funds would be lost if not spent
“within a specified time frame, strategies for preserving currently committed funds,
and strategies for maintaining maximum flexibility. Also consider the level of

investment that MTA has made, to date; in each of the suspended rail corridors.

¥ Subject to the outcome of the proposed initiative cmitled-“Metropo]itan Transportation Authority Reform &
Accountability Act of 1998" which would prohibit the use of any transportation sales tax revenues for new
subway.
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This financial analysis must assume that the funding commitments contained in this
Restructuring Plan have first priority and will be fully funded. This includes major
funding commitments such as meeting Consent Decree requirements, completing
the Red Line to North Hollywood, fulfiling our existing funding commitment to the
Alameda corridor project, and resolving our current capital and operating deficits as

outlined in this Restructuring Plan.

Task 7: Report/Matrix
For the October, 1998 Board meeting, prepare a study report that dfocuments the

information gathe}ed in Tasks 1 through 6. This report should include a summary
matrix of the options available for meeting the needs in each geographic area, along
with an alignment/project description; capital and operating cost estimate;
effectiveness in meeting transit dependent, general mobility and air quality needs;
poéential impacts; and other information as-appropriate for each optioh.

|
The MTA makes a full commitment to the foregoing planning process and the

strétegy outlined above for completing the analysis in a timely manner.
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CHAPTER VIII
INSTITUTIONAL/ORGANIZATION MATTERS

The new management team has been implementing changes in the organizational
structure of the MTA to improve performance and assure better accountability and
control. Accompanying these changes have been selective additions of new senior

ménagers to strengthen leadership and bring in new ideas and values.

Arinong the more significant changes are the following:

A. Internal Audit and Internal Controls -0 Additional staffing and budget have been
 provided to the Internal Audit Department. A new Acting Director was appointed.
A program to develop and implement a new internal control system will begin in
'FY '99. A full discussion of these actions is presentéd in Appendix J.

B. | Safety - In accordance with recommendations of a consulting firm, four
:depar‘(ments performing safety functions - Construction Safety, Operations
Safety, Safety Compliance and Systems Safety were consolidated into a single
department. Recruitment of a Managing Director of Safety Administration is
underway. This position will re;;ort directly to the Office of the CEO.

C.lRisk IV]‘anagement - In February, 1998 an interim Managing Director of this
'department was appointed. A permanent head of Risk Management will be hired
{by June 30, 1998.

D. Procurement - The consolidated Procurement Department is contiriuing to be
strengthened and supported. A new Policy and Procedures Manuel was
;adopted in July 1997.

Appendix K includes information on these actions.
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Summary of Key Financial Assumptions

MTA Funding-Sources and Eligible Uses

Restructuring Plan Period Annual Capital/Operating Costs & Revenue

Breakout by Source

Prior Five Years of Revenue to MTA and Their Distribution

Rail Program Status (January 1998)

Funding Sources Matrix of the MTA

MTA Board Report on Demobilization Plan

Minutes of Proceedings of MTA Board on Demobilization with Resolution

Contained Therein _ -

Capital Reserve for Metro Rail Red Line MOS-3 North Hollywood Budget

Authority Sheets '

~ Corrective Plan to Address MTA's Inspector General's Internal Management
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APPENDIX A

Summary Of Key Financial Assumptions

~

A box has been placed around those assumptions deemed major or essential.

|

The Financial Plan Forecasting Model relies on numerous assumptions which reflect the
best available estimate of future trends in revenues and costs over an extended number of
years. Existing-MTA p011c1es guide the development of these assumptions. However,
there are many areas requiring future policy decisions. In developing the model, it was
assumed that certain future policy decisions will be made, consistent with the needs. As
épeciﬁc policy and project decisions are made by the MTA Board, they will be analyzed,
and the impact on the forecasting model will be identified.

V.

The Financial Plan Forecasting Model assumes that:

| s .

, ~ @« The MTA will continue receiving local, state and federal funding. The
financial component model adjusts the funds in accordance with the historical
growth of the revenues or anticipated increases or decreases;

e The 50% federal contribution to Red Line Segments 2 and 3, as specified in
the Full Funding Grant Agreement, will be maintained;

¢ There is essentially no new revenue sources that are available over and above
those local, state, and federal revenue sources that are currently obtainable.

e Fare and enhanced revenues for services is assumed to increase with inflation.

b
i

The MTA has programming authority of transportation funds for Los Angeles County in
accordance with California State law. As the Regional Transportation Planning Agency
(RTPA) MTA programs millions of dollars in funds. In addition, MTA administers the
local sales tax initiatives receiving the collected funds from the State of California. By
Having such programming and management of funds authority, it is not uncommon for
large amounts of funds to be available in MTA accounts. Such large balances, however,
are not to be confused with those funds actually available to the MTA.

Balances shown in MTA accounts such as the Propoéiticn C 25% - highway are awaiting
disbursement through the prior year call for projects process or payment to Caltrans for
vs:ork expected to occur within 48 months. Other accounts have surpluses but the funds
can only be used for a specified purpose such as security (Prop C 5%) or regional
transportatlon (Prop C 10%). All of the funds received by MTA and their restrictions are
discussed in Appendix F (Funding Sources Matrix of the MTA).

|
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It is important to note that the delivery and implementation of all projects and programs
is dependent on the availability of local, state, and federal revenues at the projected
levels. Major changes in local, state, or federal policy, or unanticipated shifts in the
economy, would impact the implementation of the LRTP as presently constituted.

The Financial Plan Forecasting Model, and the assumptions upon which it was
developed, do not replace MTA Board action or policies. The Financial Plan will be
updated periodically to reflect separate, specific MTA actions. The following are some
of the major financial assumptions incorporated in the Financial Plan Forecastlng
Model along with a discussion of possible outcomes if these assumptions are not
realized:

n MTA ‘transit fare revenues and operating costs increase with inflation - The
forecasting model assumes a bus farebox recovery ratio and operating costs
consistent with the fares in the recently adopted FY 1997-1998 budget. Fare
revenues are adjusted for inflation beginning in FY 1998-1999 and can be
retroactive from the FY 1995 Consumer Price Index (CPI) according to provisions
of the Consent Decree. Also assumed is the implementation of the expanded bus
service, which includes an expansion of up to 325 buses over the forecasting
period. Most of the new buses will be deployed in the first five-years of the Plan.

In accordance with the consent decree, fare revenues have been reduced and
biweekly passes have been established. As a result, the forecasting model has
been adjusted to reflect the revised revenue projections. The projected fare have
been escalated at CPI starting partially in FY 1998 and fully in FY 1999. The
fares are programmed to increase in accordance with the CPI every two years,
thereafter. . '

[ Sales Tax Forecast - The financiai model in FY 2002-03 assumes an approach
using a lower percentage of annual sales tax growth in the immediate future--
4.0% for FY 1997-98 and then increasing annually by .2% before standardizing at
5% annually through 2020. This growth rate is used to calculate the amount of
additional sales tax the MTA will be receiving in ensuing years.

A 1% reserve is assumed to be maintained in the ﬁnanc1al model and within the
financial system of thé MTA. This would allow.for variations in actual recelpts
and projected sales tax revenues thereby providing a ﬁnanc1al cushion for
dev1at10ns

-

| MTA operating deficit resolved - The forecasting model assumes that the MTA

05/14/98, 2:42 PM A2
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deficit of $85 million is resolved by permitting the overall agency funds to absorb
the costs. MTA transit operating revenue and cost projections are based on the
reforecasted FY 1997-98° MTA budget and accompanying reductions and
efficiencies.

[—

State Senate Bill 45- This legislation effective January 1, 1998 substantially changes
state and local transportation financing allocatlons throughout the State of California.

'The law repeals seven separate transportation funding programs and authorizes local
transportation agencies such as the MTA to decide how the funds are to be spent. This
new funding program is referred to as *Regional Choice” and lets the MTA select
projects for funding. This new local control of transportation funding replaces a series of
programs that were complex and restrictive in how transportation funds could be used. It
is estimated that over $200 million in new funding will be coming to Los Angeles County
over the next seven years allowing to the MTA Board of Directors to decide how-funds

that were going to 'speciﬁc restricted programs can now be spent.

| No New Revenue Sources - No new revenue sources are assumed to be available
over and above those local, state, and federal revenue sources that are currently
obtainable. The forecasting model assumes that the MTA will maintain the
historical level of funding provided by current revenue sources, except in specific
funds sources such as fares. This level of funding will increase in accordance
with the historical records of each source. If projected levels of funding are not
maintained, projects and programs will-be reduced or delayed accordingly unless
comparable cost savings measures or alternative revenues are implemented.

u Current federal funding programs, except Section 9 operating assistance, |,
continue and allocations increase with the growth of the nghway Trust
Fund - The forecasting model assumes the reauthorization of the. federal
Intermodal Surface Transportation Efficiency Act (ISTEA) legislation.

The forecasting model also assumes that future allocationsof federal formula
funds through ISTEA will keep pace with the growth of the Highway Trust Fund
(1.4% annually) with the exception of Section 9 operating assistance which will

" be phased out. If federal funds do not occur ‘at the estimated levels, planned
highway, rail, and Call-for-Projects capital projects may be delayed accordingly
unless comparable project cost savings measures are implemented. If federal
funds increase, projects and services will be brought on-line in accordance with
the available revenue.
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| Federal Transit Administration (FTA) Section 9 operating assistance has
‘been- reduced to $21 million and will be discontinued in FY 2002-2003 -
Section 9 has been reduced to from a high of $47.4 million in FY 1993-1994 to
the current funding level of $21 million and ultimately phased out beginning in
FY 2003. In FY 2004, the $21 million is assumed to be included in Section 9 R
capital program. When federal operating subsidies are reduced and ultimately
eliminated, other sources substitute for this loss,such as local funding and
expanded Section 9 capital maintenance usagé.

£

| Los Angeles County continues to receive discretionary FTA Section 3 New
Start Funds for future rail conmstruction projects - The forecasting model
assumes that each of the three planned rail lines will receive 50% funding from
' FTA-Section 3 New Start funds. If this federal contribution is lower than 50%,
there will be a delay in construction of the planned projects. The level of federal
funding for each future rail project will be negotiated with the FTA, through a

Full Funding Grant Agreement, before project construction begins. l

,
| First three-years of Metro Green Line Operations costs will be funded with

federal ISTEA funds - Federal guidelines allow Congestion Mitigation and Air
‘Quality Improvement Program (CMAQ) funds to be used for the first three-years
-of operating new transit service. Consistent with these federal guidelines, the
forecasting model assumes that the FTA will allow the MTA to use its federal
formula funds for Green Line operations costs for the first three years of
operations, which concludes in FY 1997-98.

)
| A revised agreement with the City of Los Angeles - is assumed which allows
for contribution up to 7% of rail line costs within the City of Los Angeles.

u Program Reserve Fund established - The forecasting model includes an
establishment of a Capital Reserve Fund in order to address the requirements of
the North Hollywood Revised and Restated Full Funding Grant Agreement.

The Program Reserve Fund consists of the following two resources:

s  $10 million cash reserve (See AppendixI)
¢ 540 million pledge of future debt instruments (See Appendix I).
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Leverlaging State and Federal Funds - The forecasting model assumes that local
funds are used to match state and federal funds consistent with the project and
program priorities established by the MTA Board of Directors.

Use of Long-Term Debt - The forecasting model assumes that senior lien bonds
will be issued each year they are needed to fund major capital projects that are
constrained by MTA debt service coverage ratio and operations and maintenance
costs limitations.  Debt service on the bonds is assumed to be paid with
Proposition A and Proposition C cash revenues in ensuing years. Given all other
assumptions used in the plan, debt financing is necessary for the completion of
scheduled construction projects. Actual bond issuances must be approved by
separate MTA Board action and is analyzed separately from that of the LRTP.
The forecasting model serves as a guide for reviewing actual bond issuance.

Establishing service levels for all programs - The forecasting model sought a
balance of the transportation services among all transportation modes. Service
levels were determined using existing studies and plans for the various programs
and projects. Additionally, transportation modeling and planning activities were
performed on many of the projects and programs. Decisions on specific increases
in service levels and new-services will be made by the MTA Board as the
programs are developed thrlough the planning process.

~
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MAJOR REVENUE ASSUMPTIONS

INFLATION FACTORS

Operating and Capital Inflation - Based upon the August 1997 UCLA sales tax annual
forecast for Los Angeles County, the average operating inflation rate from FY 1998
through FY 2020 equals 3.07. The financial model applies the annual inflation rate from
the UCLA forecast to various operating cost items. -

The capital inflation rate is based on the ratio of the Construction Cost Index (CCI) to the
Consumer Price Index (CPI), which has found that CCI inflation is approximately.75% of
the CPI. The average capital inflation rate from FY 1998 through FY 2020 equals 2.29%.
The financial model applies the annual inflation rate to various capital cost items. The
mﬂatmn rate for highway capital cost items is based on the 1998 State Transportation
Improvement Program (STIP) Fund Estimate which is currently 2.20%.

LOCAL REVENUES - .

Proposition A - This revenue is generated by a half-cent (V%) sales tax for countywide
transportation programs, which was. passed by Los Angeles County voters in 1980.
Pursuant to the Proposition A Ordinance, these funds are used to improve public transit
throughout Los Angeles County. A portion of the revenues are returned to local
jurisdictions, based on population, for use in public transit projects. Revenues are
divided as follows:

Local Retumn program - 25%
Rail development - 35%
Discretionary (bus operations only, pursuant to MTA Board policy) - 40%

The forecasting model assumes that all of the Proposition’A 40% discretionary funds are
used for bus operations. Proposition A local return revenues are spent on bus operations
expenditures that are based on the Short Range Transit Plans (SRTP) of the MTA and
local municipal operators.

Proposmon C - This revenue is also generated by a half-cent (%2) tax for countywide
transportation programs, which was passed by Los Angeles County voters in 1990. The
Proposition C ordinance specifies that funds are to be used for "public transit purposes. "
Revenues are divided as follows:

Rail and bus security - : 5%
Commuter rail/transit centers/park and ride - 10%
Transit related streets/state highways improvements - 25% .
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Local return - 20%
Discretionary - 40%

The forecasting model assumes-that the 40% discretionary funds are split among rail
capital and operations, bus capital and operations and bus service expansion. The relative _
share of the allocations between bus and rail capital and operating requirements shifts.
over time to meet evolving system needs as projects are built and operations begin.

Although most of the 25% highway funds are programmed for highway related projects,
such as high occupancy vehicle (HOV) lanes, these funds are also eligible to be used for
portions of rail transit projects which have roadway or freeway alignments. Specific
Board action through the Budget, the Call-for-Projects and/or Transportation.
Improvement Program (TIP) programming process must be taken to program Proposition
C funds to specific projects and programs.

Bouds/F_inancing Mechanisms

Senior Lien Bonds (Prop A and C):

Senior Lien Bonds are bonds which have a senior claim on an MTA pledged revenue
source that i1s superior to the claim of any other bonds or debt. The Plan assumes that
senior lien bonds will be issued if as-needed throughout the Plan period to support bus,
rail and highway capital requirements. Bonds are projected to be issued each year they
are needed to meet capital requirements. The Plan assumes bond payments based on an
initial 6.0% interest rate gradually increasing to 7.0%. Bond issuance, generated from the
financial component model of the LRTP, de not substitute for specific Board action
required to issue bonds.

Certificates of Participation (COPs):

New COPs pledged by Federal Section 9 capital formula funds and TDA Article 4 funds
are not assumed to be issued on an ongoing basis for bus purchases. Debt service for
COPs that were issued in prior periods is included.

TDA Article 4 - Revenues are derived from one-quarter cent (%) retail sales tax collected
statewide. TDA Article 4 funds are available for both bus and rait capital and operations.
The estimated annual amount of TDA Article 4 revenue over the plan is based on a
growth rate of 4.0% for FY 1997-98, and then increase annuaily by 0.2% before
standardizing in FY 2002-03 at 5.0%. A portion of Article 4 funds are allocated to
municipal bus operators by formula allocation.
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City of Los Angeles Funds - These funds represent the City's contributions to Metro Rail
and Union Station Gateway. The City's assumed contr@bution ranges up to 7% of the
current costs for Red Line Segments 1, 2 and North Hollywood extension.

Benefit_Assessments - The financial plan for the construction of the Metro Rail Red
Line includes costs for station construction to be partially paid for by assessments levied
on the properties adjacent to stations, which will. financially .benefit from the close
proximity to a major transit system station. A benefit assessment district has been in
place for Red Line Segment 1 since 1985, producing revenues of $162 million of which
$130 million was for construction costs c}irectly for rail stations.

. When the initial planning process began for the Metro Red Line, MTA was not required
to conduct an election to assess levies on property owners. However, as recently
prescribed in Proposition 218, any new assessment districts require a vote of property
owners before enacting an assessment. This includes those pending districts in Segments
2 and 3. The forecasting model no longer assumes this as a revenue source.

Farebox Revenues

Bus

Bus farebox revenue is calculated by multiplying the farebox recovery ratio by the annual
operations and maintenance cost (O&M) cost. The farebox.recovery ratio is the
proportional relationship between revenues, which includes cash, passes, and tokens,
received from total passengers and the operating cost of the buses.

MTA: MTA's assumed bus fare revenue is based on the farebox recovery ratio in the
adopted FY 1997-98 Budget. This recovery ratio is projected out at the rate of inflation
beginning in FY 1998-1999 and is retroactive to FY 1995 for calculating the inflation.
'The fare recovery ratio varies from 32% to 36%.

Municipal Transit Operators: Bus fare revenues for the municipal transit operators'
are based on information in their Short Range Transit Plans. The farebox recovery ratio
for thls time period is approximately 27%, which does not include local return funds. For
FY 2000-2001 and beyond, bus fare revenues were escalated with inflation. This method
of projecting fare revenues assumes that these revenues increase in proportion to O&M
costs.
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Rail

Rail farebox revenue is calculated by multiplying the,estimated average revenue per
boarding-by the projected annual ridership. Revenues and ridership figures for the
current system are based on existing figures which have been projected out, while
revenue and ridership information for future lines and extensions is based on information
from the travel demand model of the agency. The farebox recovery ratio increases to
approximately 34% as the rail system expands.

STATE REVENUES |

Senate Bill 45 Regional Choice Funding - Senate Bill 45 consolidates the former
Flexible Congestion Relief (FCR) Program into a “Regional Choice” item that will let the

MTA Board decide how these funds will be spent. The former FCR program was a
statewide capital program for highway and fixed guideway capacity improvements.
Funding for this program was composed of state and federal gas tax revenues. FCR funds
were allocated for freeway gap closures, major arterial improvements, HOV lanes, and
rail projects. Revenues anticipated through the new “Regional Choice” program are at |
the discretion of the MTA Board and can be spent on rail projects and potentially bus
procurement along with highway projects:

“Regional Choice” revenues can be divided between transit and highway projects. This
funding is assumed to remain at a constant level beginning in FY 2005-2006. This
annual revenue estimate is based on historical data on revenues received by Los Angeles
County as well as discussions with California Transportation Commission (CTC) staff. |
The MTA must take action on the programming of “Regional Choice” funds to specific
projects through either the Call-for-Projects, Annual Budget or the new County
Transportation Improvement Programming (CTIP) process. The MTA Board may also
take direct action at any meeting to allocate the funds.

Proposition 192, which passed in November 1996, regarding Seismic Retrofit of Bridges
in California, has created a one billion dollar surplus in the State Highway Account.
accounted for in the financial element of the forecasting model through the allocation of
the “Regional Choice” funding.

State Rail Bonds - Propositions 108 and 116 were passed by California voters in 1990.
Proposition 108 authorized the state to sell $1 billion in general obligation bonds to
provide funds for rail capital outlay. Through the 1992 STIP, and the State Allocation
Plan, the state will use other funds for the bond funds. This will cause a delay in state
funds for many projects. These anticipated delays have been incorporated in the
forecasting model. Projects receiving Proposition 108 funds must be completed no later
than June 30, 2001.
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Proposition 116 authorizes the state to sell $2.0 billion in general obligation bonds to
provide funds for rail capital outlay as well as bikeway facilities. The state rail bond
amounts assumed to be available for Los Angeles County are projected by MTA staff,
based on past CTC appropriations and discussions with CTC staff. Metro Rail,
Metrolink, the LA Car, bikeways projects and the Alameda Corridor are all ehglble for
state rail bond funding.

FEDERAL REVENUES

ISTEA (STP, CMAQ) - As part of the Intermodal Surface Transportation Efficiency Act
(ISTEA) of 1991, the federal government created new flexible funding programs, the
Surface Transportation Program (STP) and the Congestion Mitigation and Air Quality
Improvement Program (CMAQ). STP funds are intended to be used for congestion relief
in urban areas. Eligible uses include transit capital ‘projects, Transportation Demand
Management (TDM), and improvements to highways and arterial roads.

The CMAQ program is designed to fund projects that contribute to the attainment of
national ambient air quality standards. CMAQ funds cannot be used to construct
| facilities that provide additional capacity for single-occupancy vehicles. Revenues
anticipated during the Plan period are based on historical allocations through FY 1996-
1997.

‘The forecasting model assumes the federal reauthorization of the ISTEA and continued
reauthorization. Beginning in FY 1997-1998 and at the end of each Federal fiscal year,
the plan assumes that the total amount available will be escalated at the growth rate of the
Federal Highway Trust Fund, which is currently 1.4%. Board action will be required
through the Call-for-Projects and TIP programming process to program ISTEA funds to
specific projects.

Section 3 New Rail Starts - This fund emanates from the U.S. General Fund and the
federal Mass Transit Account of the Federal Highway Trust Fund, which is generated by
two-cents of the 18.3-cent federal excise tax on gasoline. Full Funding Grant
Agreements for Red Line Segments 1, 2 and 3 were negotiated by MTA with the Federal
Transit Administration. Section 3 New Rail Starts are allocated by Congress to specific
rail projects. Being a discretionary source of federal funds, Congressional action has
limited the funding level below expectations in recent years. The forecasting model
assumes 3100 million per year in authorized New Starts funds.
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Section_3 Rail Modernization - Section 3 Rail Modernization funds are used in the Plan
for rail rehabilitation and other minor rail capital expenses. This source of funding has
been substantially reduced from that of the 1995 LRTP, as a result of pending changes in
the allocation formula which reduced MTA'’s share.

Section 9 Capital - The current funding level is assumed to increase in relation to the
Federal Highway Trust Fund annual growth of 1.4%. The forecasting mode] assumes
that these funds will be allocated to all eligible bus operators for identified capital
requirements, pursuant to the Capital Allocation procedure.

L]

Section 9 Operating - Section 9 allocations for transit operations are eliminated in
federal FY 2002-2003 from the financial forecasting model. Beginning in FY 2004, the
Section 9 operating fund of $21 million is assumed to be included in the Section 9 capital
program. This federal revenue source was not escalated because some federal officials
are proposing to reduce and, possibly, eliminate operating assistance subsidies in the
coming years.
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BUS PROGRAM ASSUMPTIONS

BUS CAPITAL

Transit 0 erators

The forecasting mode! covers funding for vehicles replacement, facilities rehabilitation
and replacement, and support equipment, as described below:

Clean Fuels - Air Quality Maintenance District (AQMD) requirements are assumed to be

met by: ,
» converting vehicles and facilities to clean fuels (i.e. alternative fuel
vehicles) and
* increasing transit service so that work trips on tran51t as a percentage of all
regional trips-increases by the year 2020.

Spare Vehicle Replacement Schedule - Spare vehicle replacement is based on the
following retirement schedule:

Transit Buses (35 and 40 foot) - 12 years -

Heavy Duty Smaller Buses - 10 years

Dial-A-Ride Vehicles- 5 years for light duty, mid-sized buses, approximately
25to 35 feet in length

Dial-A-Ride Vehicles- 4 years for light duty, small buses, cutaways, or

modified vans 16 to 28 feet in length

Vehicle Costs - Total vehicle costs, including wheelchair lifts, are presented below in
1997 dollars. This purchase price assumes replacement with altemative fueled vehicles.

Buses - 40 foot, MTA and Municipal Operators $360,000
National/Gillig © §231,000
Mid-sized Buses £110,000
Small/Vans . ‘ $ 50,000

-
The MTA purchase price is based on a recent procurement of Corhpressed Natural Gas
(CNG) Vehicles. The purchase price for the Municipal Operators was estimated by the
bus operators for a generic alternative-fueled vehicle. The MTA purchase price is higher
than the Municipal Operators' purchase price because of different specifications on added
equipment. However, the financial component model assumes the same price for both
MTA and municipal operators.

A decision has not been made on the technology of future bus procurements. However, a

feasibility analysis for a countywide bus procurement standard will be undertaken to
determine future cost savings.
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Facilities - Maintenance facilities are assumed to have a useful life of 50 years.
Renovation and rehabilitation costs of existing facilities are estimated to average about
30% of the construction costs in 1997 dollars and escalated for inflation rate, every 15
years. These -costs are calculated as the total square footage for all the facilities
multiplied by the assumed cost of construction. These costs were distributed at 2% per
year over the life of a facility.

Support Equipment - This category includes costs of major capital items such as
s'upport vehicles, spare parts, transmission, engine rebuild, air conditioning, and other
major maintenance equipment on the bus. Spare equipment costs are assumed at 15% of
the annual total vehicle replacement and facilities rehabilitation and replacement costs,
for the municipal operators.

The MTA’s costs are based on a five year needs assessment and funded annually through

the budgetary process. The forecastmg model assumes implementation of the five year
plan and CPI thereafter.

COP_ Payments - Debt payments for existing Certificates of Participation for bus
purchases, issued by the MTA, Torrance Transit, and Culver City Municipal Bus Lines
are made annually in the forecasting model.

Bus Bonds - The forecasting model assumes that bonds will be issued as-needed
throughout to support bus capital requirements. The forecasting model assumes bond
payments based on a 6% interest rate in FY 1998, which will gradually increase to 7% in
FY 2007. This debt incurred is paid over a period of 12-years through annual payments.

BUS OPERATIONS

J

MTA Bus Operatlons - The forecasting model assumes the following for MTA’s bus
operation:

» Operations and maintenance cost projections are based on the adopted FY
1997-1998 Budget and are assumed to grow with the rate of inflation;

e Funds for TDA Article 4, Proposition A, and STA will continue to be
allocated through the Formula Allocation Program (FAP) in future years;

» Section 9 operating funds are discontinued after FY 2001-2002;

e MTA’s operating deficit is resolved, both in the near term and beyond; and

e The consent decree is fully implemented; with some services being
contracted out.
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Municipal Operators - Operations and maintenance costs were based on data included
in the transit operators' FY 1997-2000 Short Range Transit Plans. The FY 1997-1998
" cost estimates are used as the basis for future years’ cost projections and escalated using
the inflation. factors. The assumption is that the regional bus system will not grow
beyond the revenue service hours reflected in the FY 1997-2000 Short Range Transit
Plan.

As in MTA’s bus operation, the forecasting model assumes the following:

e Funds for TDA Article 4, Proposition A, and STA will continue to be
allocated through the Formula Allocation Program (FAP) in future years
and

e Section 9 operating funds are discontinued after FY 2002-2003.

Municipal transit operators include:

Antelope Valley Transit Authority

Arcadia

Claremont _

Commerce Municipal Bus Lines

Culver City Municipal Bus Lines

Foothill Transit

Gardena Municipal Bus Lines | , /
La Mirada Transit

Long Beach Transit

Los Angeles Department of Transportation (LADOT)
Montebello Municipal Bus Lines

Norwalk Transit

Redondo Beach -
Santa Clarita Transit

Santa Monica Muni¢ipal Bus Lines

Torrance Transit

Expansion Services - Pursuant to the consent decree, the forecasting model provides for |,

a total bus service expansion of up to 325 buses. The operating costs of this servic'e‘
expansion are projected at the full MTA budget rate. Marginal costs are no longer
applied. The forecasting model also assumes that 114 of the 325 buses. will be contracted
out at a cost per hour of $51.32, which is escalated annually.

ADA/Paratransit - Cost projections to implement the mandates of the American with
Disabilities Act {ADA) were based on current year allocations and ensuing years were
escalated annually using cost inflation factors.
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f

Access Services Incorporated (ASI) - The forecasting model assumes that more than
$208 million of regional Surface Transportation Program (RSTP) funds is programmed

for ASI. Allocating RSTP funds for ASI allows the MTA to make Proposition C 40%
Discretionary funds available for capital bonding program of the MTA.
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RAIL PROGRAM ASSUMPTIONS

RAIL CAPITAL

Rail Projects Capital Cost Estimates - Costs for rail projects, that have been approved
by the MTA Board, are based on the adopted FY 1997-1998 budget. Costs for rail
projects with no existing budgets are calculated based on MTA's cost estimation
guidelines. The cost estimation process considers factors, such-as the projected
construction cost in current dollars, the construction start date based on available
resources, and the construction duration and cash demand curve based on experience with
past or current projects.

All costs detailed below are in 1997 dollars and escalated by the Los Angeles County
capital inflation rate for future years.

Metro Rail Line Segment 1 (Opened in January 1993) - The Metro Red Line Segment
1 extends 4.4 miles with five stations through downtown Los Angeles, from Union
Station/Gateway Transit Plaza to the Westlake/MacArthur Park station.

The total construction budget was as follows:

Source Amount % Breakdown
Local Funds $507.9 million 36%
State Funds $214.0 million 15%
Federal Funds $695.9 million 49%
Total Project Cost | $1.4 billion 100%

Metro Red Line Segment 2 (Scheduled to be fully completed in December 1998) -
Totaling 6.7 miles, the Metro Red Line Segment 2 consists of two rail corridors:

e Wilshire Corridor - Opened in July 1996, this corridor extends from the
Westlake/MacArthur Park station northwest to Wi]'shire
Boulevard/Vermont Avenue intersection, and west along Wilshire
Boulevard, terminating at the Wilshire and Westem station, and

e Vermont/Hollywood Corridor - Scheduled to open in December 1998, this
corridor extends north from Wilshire/Vermont intersection along Vermont
Avenue, turning west along Hollywood Boulevard to the Hollywood/Vine
station.
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The capital budget for the Metro Red Line Segment 2 is:
’ : \

Source Amount | % Breakdown

Local Funds $723.3 million 46%

State Funds $133.0 million 8%
" Federal Funds “ | $719.1 million 46%

- Total Project Cost | $1.6 billion 100%

Major portions have already been completed and are reflected in the prior years part of -

the restructuring plan. . (

Metro Red Line North Hollywood consists of:

o North Hollywood Segment (Scheduled to open in May 2000) - This
segment is a 6.3 mile project with three stations, which begins just west of
the Segment 2 Hollywood/Vine station and continues west under
Hollywood Boulevard to the Hollywood/Highland station and north under
the Santa Monica mountains to the Universal City’station and terminating
in North Hollywood.

Metro Green Line (Opened in November 1995) - The Metro Green Line light rail
extends 20 miles with 14 stations along the center of the 105 Freeway from Studebaker
Road and the 605 Freeway in Norwalk to Freeman Boulevard and Marine Avenue in
Redondo Beach.

The total construction budget was as follows:

Source Amount % Breakdown
Local Funds 3636 million 88%
State Funds $82 million 12%
Federal Funds $0 million 0%
Total Project Cost | $718 million 100%

Metro Blue Line (Opened in July 1990) - The Metro Blue Line extends 22 miles, with

22 stations, from the Downtown Los Angeles station (Metro/7" Street statlon) to Long

Beach. The total construction budget was:

Source Amount % Breakdown
Local Funds . ] $854 million 1100%
State Funds $0 0%
Federal Funds . | 3¢ million 0%
Total Project Cost | $854 million 100%
05/14/98, 2:42 PM A-17
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LA Rail Car - The Los Angeles Light rail procurement consists of a base order of 50
standard cars and two prototype vehicles for a total of 52 light rail vehicles. The standard
cars will be used on the Metro Blue Line, and planned extensions of the lines. |,

The budget of $100.5 million for the 52-car procurement is derived from Flexible
Congestion Relief and Proposition 116.

Commuter Lines (Metrolink) - The Southern California Regional Rail Authority
(SCRRA) is a Joint-Powers Agency which plans, constructs, and operates Southern

California's commuter rail system. The LACMTA funds a portion of the capital and

operating costs for commuter rail projects located within Los Angeles County, including:

Los Angeles /San Bernardino

Los Angeles/Riverside

Los Angeles /Oxnard ]

Los Angeles /Santa Clarita /Palmdale /Lancaster
Los Angeles /Oceanside

Los Angeles /Riverside (Union Pacific)
Fullerton/LAUPT

Shared Facility

The SCRRA current system includes 404 route miles, 199 of which are in Los Angeles
County. The Plan assumes continued funding for the current commuter rail system.
SCRRA staff provided operating cost projections. Los Angeles County's share of
commuter rail costs is funded with Proposition C 10% revenues, which is consistent with
MTA's funding policies adopted in the FY 1997 - 1998 budget. The MTA allocation for
SCCRA are: :
* $24 million, which is escalated by CPI in subsequent years, for operating
subsidy;
e $7.5 million for capital/maintenance, Wthh is also escalated by CPI in
subsequent years; and
e Other new funding for capital projects can be pursued through the Call-
for-Projects process,

Diesel Multiple Unit (DMU) - Diesel Multiple Unit options will be explored as a |

transportation alternative to the more expensive light rail systems, as planned in selected
corridors. Before these projects could be implemented, a feasibility analysis will be

completed, with the SCRRA (Metrolink) being the lead agency. DMU pI'O] ects could be
funded with Prop. C 10% funds.

Rehabilitation and Replacement - Projected rehabilitation and replacement costs are

based on a methodology developed by Robert Peskin of KMPG Peat Marwick
(commonly called Peskin Model). This methodology was developed based on actual costs -
experienced by the Washington Metropolitan Area Transit Authority (WMATA). Actual
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WMATA rehabilitation and replacement costs were: compared to their- original
installation capital costs. The MTA Rail rehabilitation and replacement costs were
calculated in the same manner, based on the Metro Blue, Red, and Green Line original
installation capital costs. The rehabilitation and replacement costs are estimated to begin
five years after a rail line begins revenue operations.

Based on the Peskin Model, the rehabilitation and replacement costs for the Plan period
are as follows:

Rail Line Amount

Blue Line - LA to Long Beach $208 million

Red Line Segments 1, 2 and 3 ! $1.78 billion

Green Line - Norwalk to El Segundo $284.5 million

LA Rail Car $13.3 million
Total Cost | $2.28 billion

The costs for rehabilitation and replacement of rail capital are funded with a combination
of local TDA Article 4 revenues, state TCI revenues, and limited amount of federal
Section 3 Rail Modemization revenues and federal Section 9 revenues.

Systemwide Rail Capital/Other Projects/Station Enhancements - In addition to the
costs associated with the construction of each individual rail line, there are costs related

to developing the rail system. These include the procurement of computer software and
hardware, safety and security measures, legal support, insurance, feasibility studies,
facilities, Americans with Disabilities Act {ADA) requirements, and transit station access
improvements.

RAIL OPERATIONS

Rail operations costs are based on an operating and maintenance (O&M) cost model that
was also used in the previously adopted 1995 LRTP. The model is consistent with the
methodology specified by the FTA for Altematives Analysis studies. Staffing
requirements, labor costs, and non-labor expenses are calculated based on the projected
quantity of service supplied (e.g., peak vehicles, revenues vehicle-miles) and the physical
size of the system (e.g., route-miles, number of stations). -

The same O&M cost model has been used to develop preliminary estimates for rail
operating costs in this 1997 update. The cost model has been recalibrated based on
updated information, which includes the 1997-98 MTA reforecasted budget.
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APPENDIX B
MTA Funding Sources and Eligible Uses

LOCAL REVENUES

Proposition A: Proposition A is revenue generated from a 1/2 cent sales tax

approved in 1980 by voters in Los Angeles County. Revenue projections are

based on the UCLA Sales Tax forecast. Revenues from Proposition A are

apportioned to the following programs:

Local Return Program {25%) Allocates 25% of the funds to each local city

and the County on a formula basis for transit and paratransit pu;poses. The
MTA can not change the funding level, however, it can and does periodicall;r
modify the lists of eligible uses of the funds. The funds can be used for both

capital and operating purposes.

Rail_Program (35%) Allocates 35% of the funds for rail construction and

operations. The proposition identified (schematically) an eligible rail network.

|

Discretionary Programs (40%) Allocates 40% of the funds for “public transit

improvements”, This can include both capital and operations, and both rail
and bus transit. In 1996, SB 1755 (PUC Section 99207.5) was enacted,
which requires the MTA to distribute any of these funds used for transit
operations or bus capital on a formula between the MTA and the eligible
‘municipal operators”. There is a guaranteed minimum for all of the eligible
municipal operators in SB 1755, regardless of source of funds (MTA, state,
Federal). Once the minimum has been met (by this or several other
sources), the MTA can allocate the funds t(; rail construction without any

restrictions, or it can use the funds to pay for transit operations and bus
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capital, as long as the eligible municipal operators also receive a formula

share.

Proposition C: Proposition C is revenue generated by a Los Angeles County

1/2 cent. sales tax for transit approved by the voters in November 1990.

Revenue from Proposition C is apportioned to the following programs:

05/14/98; 2:42 PM B-2

Rail & Bus Security (5%) Allocates 5% of the funds be used for rail and bus

security. This distribution is also subjéct to a formula distribution established
in SB 1755 (PUC Section 99207.5) between the MTA and the eligible
operators. The M‘TA is responsible for developing rules which govern the
specific use of the funds under the ordinance. Once the formula
requirements have been met, the MTA has responsibility for developing the

specific uses of the funds under the broader ordinance language.

Commuter Rail/Transit Centers (10%) Allocates 10% of the funds be used

for commuter rail and transit centers. The MTA has control over the

distribution of the these funds, and the definition of specific uses.

Local Return (20%) Allocates 20% of the funds be provided to local cities

and the County on a formula local return for transit and transit related
highway purposes. The MTA establishes guidelines for the use of these
funds.

Transit Related Improvements to Freeways & Streets (25%) Allocates 25%

of the funds for transit related improvement to freeways and highways. The
MTA establishes guidelines for the use of these funds in conformances with

the ordinance approved by the voters.

Discretionary Programs f40%) Allocates 40% of the funds for “public transit

improvements”. This can include both capital and operations, and rail, bus

A
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transit, and transit related highway improvements. In 1996, SB 1755 (PUC

" Section 99207.5) was enacted, which requires the MTA to distribute any of
these funds used for transit operations or bus capital on a formula between
the MTA and the eligible “municipal operators”. There i.s a guaranteed
minimum for all of the eligible municipal operators in SB 1755 regardless of
source of funds (MTA, state, Federal). Once the minimum has been met (by
this or several other sotirces), the MTA can allocate the funds to rail
construction without any restrictions, or it can use the funds to pay for transit
operations and bus capital, as long as the eligible municipal operators also )

receive a formula share.

Fare Revenues: Fare revenue is generated by ridership from existing transit

operafiqns by means of cash in.farebox and prepaid sales (i.e., passes, tokerns,
efc.). This includes special transit fares whiéh is revenue earned through
subsidies received by external agen'cies or organizations for regular and/or
special transit services. MTA operations fare revenues are subject to the control
and allocation by the MTA Board.

Other Local Agency Funds: These funds are provided by local municipalities

to support public transportation programs. Local muricipalities generally provide
a percent match for discretionary proposition C revenues applied to local
projects.

Service Authority for Freeway Emergencies (SAFE): The SAFE revenue is
based on é $1 annual surcharge on each motor vehicle registration in Los
Angeles County for the Metro Call Box System. The funds are restricted to
highway incident management acﬁves, including specifically the installation,
‘operation, and maintenance of freeway call boxes and tow truck patrols. The

uses of the funds are narrowly prescribed by state law.
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Special Benefit Assessments: Revenue generating Special Benefit
Assessmént Districts are authorized by state legislation to levy special benefit
assessments for needed public rail transit facilities and/or servicés on the
property which benefits from those facilities and/or services. The existing
~assessment districts were specifically created to\ support rail construction
- activities, and their funds are committed to paying off specific bonds.
Assessments are calculated annually based on either the square footage of the
parce! or the square footage of the assessable improvements, whichever is
larger. Benefit Assessment Districts have been established around the Metro
Redline Segment 1 station areas. To create a new district, or create a new
purpose for an existing district, the MTA Board will have to develop a program,

and submit it to a vote within-the assessment district is required by state law.
\

Transportation Development Act (TDA) - Article 4: °Thle'Tranﬂsportation
Development Act (TDA) establishes two_méjor funding sources for public
transportation: Local Transportation Fund and State Transit Assistance Fund.
A LTF is created in each county for transportation purposes specified in the Act
which are derived from a 1/4 cent of the 6-cent retail sales tax collected
stétewide.”AIIocations under Article 4 are available to operators throughout the
State for the support of "public transportation systems.” SB 1755 (PUC Section
99207.5) requires the MTA to distn’btfjte any of these funds used for transit
operations or bus capital on a formula between the MTA and the eligible
“municipal operators”. Other transit services, including services provided
exclusively for elderly and handicapped persons, may be funded under Article
4.5 (not subject to apportionment).
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Other Local Revenues: HOV Lang Violation Fund -California Penal Code
1463.26, effective January 1, 1989, entitles LACMTA to collect up to one-half of

fines and forfeitures collected in Los Angeles County from the violations of
Vehicle Code Sections 21655.5 (Vehicle Occupancy Levels) and 21655.8
(Crossing Over Double Parallel Solid Lines). The LACMTA receives one-third of
the fines if violations occcur within city limits and one-half of the fines if violations

occur in an unincorporated area of the county. The HOV Violation fund is

allocated to the Freeway Incident Management Program Freeway Service Patrol.

STATE REVENUES

t

Proposition 111 State Gas Tax: Many state programs are funded by the

Proposition 111 state gas tax of five cents ($.05) per gallon that was effective on
August 1, 1990 and a one cent ($.01) per gallon additional increase that was
effective on January 1, of each of the next four years (1991 to 1994), for a total
of a nine cent ($.09) increase. The meaéure enacted a fifty-five percent (55%)
increase in truck weight fees for commercial trucks over 4,000 pounds, efféctive
August 1, 1990, and another ten percent (10%) increase efféctive January 1,
1995. -Proposition 111 also exempts from the GANN expenditure limit the
revenues generated by these increases, so that the new funding can be spent

for congestion relief and mass transit.

The increases in sales tax revenues resulting from higher fuel taxes would be
deposited in the State Transportation Planning and Development ACcou_nt and
be Use for transportation purposes. Funds in the Transportation Planning and
Development Account would go first toward thé ‘;Ianning activities of the
California Department of Transportation and the California Transportation

commission. A
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Environmental Enhancement & Mitigation Funds: These funds are generated

from Proposition 111 State Gas tax allocating $10 million annually for 10 years
for projects directly or indirectly related to the environmental impact of modifying
existing transportation facilities for the design, construction, or expansion of new
transportation facilities. Local, state and Federal agencies (inclu&ing nonprofit
entities) may apply for and receive grants not to exceed $5 million. The MTA
Board can only recommend its own projects, and has no control over the
selection process.

State Transportation Improvement Program (STIP): The STIP is the adopted

plan of the California Transportation Commission for the ailocation of funds to
specific projects in future years. Programs identified in the STIP are funded
through state and federal gas taxes. The STIP serves as a programming policy
for revenues in the State Highway Account and from the Passenger Rail Bond

Fund. The major programs include:

* Regiorial _Improvement Funds (75% County Share Formula) The Regional

Improvement program is a capital program for transportation purposes
composed of state and federal gas tax revenues apportioned to counties on a
formula basis. Guidelines are developed and adopted by the California
Transportation Commission (CTC). The.focus of Regional Improvement Funds

are major gap closures, backbone arterials, carpool lanes, and fixed guideways.

Inter-Reqional Program_(25% Statewide Discretionary Funds) The Inter-

Reglonal program was establlshed for the purpose of |mprovmg lnter-reglonal
transportatlon facilities with an emphasis on commerce. Of the available funds
from revenues composed of state and federal gas taxes 13.75% are restricted to -
state highways outside urban limit lines. Another 10% can be uéed for Inter-

Regional routes in urbanized areas. The remaining 2.25% is for Intercity Rail
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projects. Projects eligible for this program are nominated to the CTC by
Caltrans for the STIP.

—

State Highway Operation and Protection Program (SHOPP) The State Highway

Operation and Protection Program is established for the maintenance and
operational integrity and safety of the State highway system. It includes
rehabilitation and safety projects, operational improvements, and other work

necessary to maintain system integrity.

State Rail Bonds Proposition 108:

Propositions 108 was passed by the voters on June, 1990 authorizing the State
to sell $1 billion in general obligation bonds to provide funds for rail capital
outlay. Eligible projects must be located on routes and corridors specified in the
measure with at least 15 percent of the total bond funds to be ;pent-for inter-city
rail. This fund source has been depleted but is shown here because it may have

been used in the past.

\
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Proposition 116: !

Proposition 116 was passed by the voters of June, 1990 authorizing the State to
sell $1 billion in general obligation.bonds to provide funds for mostly rail capital
outlay allocating certain amounts to specified state and local entities through a
grant program administered by the California Trénéponation Commission.

Funds are used primarily for passenger and commuter rail systems, with limited

funds available for public mass transit guideways, paratransit vehicles, bicycle
and ferry facilities, and railroad technology museum. This program requires

matching funds from local entities.

Transportation Planning & Development (TP&D): TP&D revenues are

generated from sales tax on diesel fuel, sales tax due to state tax on gasoline
above nine cents per galion, and "spill over" sales tax (4.75% tax on taxable
goods, including gasoline, in excess of revenue generated from 5% state sales

tax on all taxable goods, except gasoline).

State Transit Assistance (STA) Program: The STA program is a source of
funding for transportation ;Slanning and mass transportation purposes as

/specified by the California Legislature derived from 50 percent of TP&D

revenues. The MTA Board receives two separate allocations of the STA funds. -

The first allocation is specifically for the MTA operations, and may be used by

the MTA for any transit operations or capital use, including both bl_Js and rail.

The second allocation eligible for the same uses, but is for the county. These ]

funds are distributed based on the SB 1755 (PUC Section 99207.5) formula

‘between the MTA and the eligible “municipal operators”. The MTA Board may -

only determine the uses for its formula share.

05/14/98; 2:42 PM B-8
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Transit Capital Improvement (TCl) Program: TCI is a discontinued state
program funded by the éalifornia Transportation Commission with Transportation
Planning &4De\)elopment and Article XIX (state gas tax) funds. Eligible uses
include: abandoned railroad rights-of-way acquisition; bus rehabil‘itation; fixed
guideway/rolling stock for commuter rail, urbz;n rail and intercity rail; grade
separation; intermodal transfer stations serving various transportation modes .

ferry projects - ferry vessels & terminals; and short-line railroad rehabilitation.

Transportation Systems Management (TSM): TSM is a discontinued funding

program for projects designed to make better use of existing transportation
rights-of-way. Revenues in this program are generated from the Proposition 111
State Gas tax authorizing $1 billion for a 10-year period which is targeted for

ready-to-go TSM projects on an annual basis.

FEDERAL REVENUES

The MTA uses a full range of Federal revenue sources for its transportation
system, including Section 5308 discretionary funds, Section 5307 formula grant
funds, STP, and CMAQ funds, and highway 'demonstration funds. The use and
allocation of these funds is set forth in the project budgets. Appendix A
describes the assumptions used in projecting the anticipated revenue from each

source.

05/14/98; 2:42PM B-9

X:\Frank\2™ Draft Restruciurng Plan\Appendix B



~e
T G -GN R T R N S TR A o A AR . E A B O e
- o ~ . -
L



APPENDIX C

‘ ‘ Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source

FY 1998

Latt, ]
Prepared By: Capital Deveiopment and Programming

C-1

CAPITAL PROGRAM OPERATING PROGRAM
COSTS SQURCE OF FUNDS COSTS ° SOURCE OF FUNDS

Red Line Seg. 2 $150.0]Federal: " Bus Operating Budgst $609.6|Federa:
Red Line Seg. 3 N. Hiyw  $245.6] Sec.3 $69.5] |Rail Operating Budget $86.6] Sec. 3 $0.0
Rail Capital Projects $67.5] Sec.9 $145.4] |Debt Service $239.9] Sec.9 *$33.2
Bus Acquisition $100.0] CMAQ $2.5 CMAQ $16.9
Bus Capital Projects $93.1| RSTP sare| | RSTP $0.0
lameda Corridor $24.3] Sec. 3 Rail Mods $12.1 Sec. 3 Rail Mods $0.0
‘Other Admin. Projects $50.4] Sec. 26 $7.9 Sec. 26 : $0.0
Prop 116 $11.2 Prop 116 $0.0
98 CTIP ' | $0.0 98 CTIP $0.0
- STIP (FCR) $90.5 STIP (FCR) $0.0
TSM $28 TSM $0.0
Tl $0.0 A TCI 0.0
STLPP $0.0 STLPP 50.0
Intercity Rail $0.0 Intercity Rail $0.0
SCAQMD AB2766 $3.8 SCAQMD AB2766 $0.0
STA Program $0.0 STA Program $22.4
Fares $0.0 Fares $220.6
Prop A 35% $144.3 ) Prop A 35% $143.1
Prop A 40% $0.0 - Prop A 40% $118.3
Prop C 40% $103.2 Prop C 40% $138.2
Prop C 5% $0.0 Prop C 5% $18.7
Prop C 10% $0.0 Prop C 10% $104
Prop C 25% "$31.3 Prop C 25% $24.8
City of Los Angeles $61.1 City of Los Angeles $0.0
Commercial Paper $0.0 Commercial Paper $0.0
TDA Article 4 §21.7 - TDA Article 4 $1604
General Rev. Bonds 54.9 _General Rev. Bonds $0.0
Other (Advert. & Aux.) $0.0 Other {Advert. & Aux.) $29.0
TOTAL $739.8JTOTAL $749.8] JTOTAL a -* - $936.1|TOTAL $936.1
TOTAL CAPITAL SURPLUS $10.0] |TOTAL OPERATING SHORTFALL T $0.0

TOTAL CAPITAL & OPERATING SURPLUS $10.0
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Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source

FY 1999
CAPITAL PROGRAM OPERATING PROGRAM
. COSTS 1 SOURCE OF FUNDS . COSTS SQURCE OF FUNDS
Red Line Seg. 2 $89.6]Federal: Bus Operating Budget $642.6]Federal:
Red Line Seg. 3 N. HI $273.9] Sec.3 $37.5] |Rail Operating Budget $97.9] Sec.3 $0.0]°
Rail Capital Projects $83.5] Sec.9 $99.2| {Debt Service $284.0] Sec.9 $32.8
Bus Acquisition . $92.2] CMAQ $20.0 CMAQ $0.0
Bus Capital Projects $87.2] RSTP -$23.3 RSTP $0.0
Afameda Corridor $71.4] Sec. 3 Rail Mods $8.5 Sec. 3 Rail Mods $0.0
|Other Admin. Project  $40.3| Sec. 26 $5.7 Sec. 26 $0.0
Prop 116 §32.2 Prop 116 $0.0
98 CTIP $167.1 98 CTIP $0.0
STIP (FCR) $69.5 STIP (FCR) $0.0
TSM 2.6 7 | Tsm $0.0
\ TCl $0.0 TCI ~ $0.0
‘STLPP ' so.0f STLPP ' $0.0
Intercity Rail $0.0 , Intercity Rail / $0.0
"SCAQMD AB2766 $2.0 SCAQMD AB2766 $0.0
! STA Program 50.0 STA Program $22.8
Fares : $0.0 . Fares $235.0
Prop A 35% $88.7 Prop A 35% $147.6
Prop A 40% $0.0 Prop A 40% $118.4
. Prop C 40% $18.9 ’ Prop C 40% $161.1
) Prop C 5% $0.0 Prop C 5% $17.8
Prop C 10% $6.7 Prop C 10% 5116
' Prop C 25% $16.4 Prop C 25% $34.8
City of Los Angeles $1.9 City of Los Angeles $0.0
Commercial Paper $0.0 Commercial Paper $0.0
TDA Article 4 $10.0 TDA Article 4 $144.0
, General Rev. Bonds $0.0 General Rev. Bonds $0.0
Other (Advert. & Aux.) $0.0}. Other (Advert, & Aux.) $23.8
TOTAL $73B.1]TOTAL $610.2] [TOTAL $1,024.51TOTAL $949.8
TOTAL CAPITAL SHORTFALL ($127.9)1 |TOTAL OPERATING SHORTFALL ($74.7)
TOTAL CAPITAL & OPERATING SHORTFALL {$202,6)
1
Cc-2
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Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source

FY 2000
CAPITAL PROGRAM OPERATING PROGRAM ~
CQSTS | SOURCE OF FUNDS COSTS SOURCE OF FUNDS ~
ed Line Seg. 2 $67.5] Federél: Bus Operating Budget $669.4]Federal:

“|Red Line Seg. 3 N. Hi $116.6] Sec.3 $62.0] |Rail Opearating Budget $127.6§ Sec.3 $0.0
ail Capital Projects $48.9] Sec.9 $51.4| |Debt Service $320.9] Sec. 9 $32.3
us Acquisition $78.9] CMAQ §0.0 CMAQ $0.0

Bus Capital Projects $93.5] RSTP $0.0] RSTP $0.0
lameda Corridor $57.3] Sec. 3 Rail Mods $3.5 Sec. 3 Rail Mods $0.0
ther Admin. Project $12.1] Sec. 26 $0.0 Sec. 26 $0.0

State: State:
Prop 116 $0.0 Prop 116 $0.0
98 CTIP $57.3 98 CTIP $0.0
STiP (FCR) $0.0 STIP (FCR) i $0.0
TSM $0.0 TSM $0.0
TC! $0.0 TCl $0.0
STLPP $0.0 STLPP 50.0
Intercity Rail $0.0 Intercity Rail $0.0
SCAQMD AB2766 $2.0 " SCAGMD AB2766 $0.0
STA Program $0.0 STA Program $23.4

Locai: Local:
Fares $0.0 Fares $258.9
Prop A 35% $65.3 Prop A 35% $153.8
Prop A 40% $0.0 Prop A 40% $1241
Prop C 40% $428 Prop C 40% - $162.3
Prop C 5% $0.0 Prop C 5% $13.6
Prop C 10% $0.0 Prop C 10% $11.6
Prop C 25% $0.0 Prop C 25% $59.6
City of Los Angeles $36.8 City of Los Angeles $0.0
Commercial Paper $20.0 Commercial Paper $0.0
“TDA Articie 4 $10.0 TDA Article 4 $150.8
General Rev. Bonds $0.0 General Rav. Bonds $0.0
Other (Advert. & Aux.) $0.0 Other (Advert. & Aux.)  $24.6
TOTAL $474.BfTOTAL $351.1] |TOTAL $1,117.9]TOTAL $1,019.7
TOTAL CAPITAL SHORTFALL {$123.7}] |TOTAL OPERATING SHORTFALL ($98.2)

»

TOTAL CAPITAL & OPERATING SHORTFALL

Sname
Prepared By. Capital Development and Programming

1

($221.9)
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Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source

At

FY 2001
CAPITAL PROGRAM ) OPERATING PROGRAM
COSTS SOURCE OF FUNDS COSTS SOURCE OF FUNDS

Red Line Seg. 2 $26.8|Federal: Bus Operating Budget - $702.1jFederal:.

Red Line Seg. 3 N. HI $67.5] Sec.3 §$50.0] |Rail Operating Budget $140.3] Sec.3 $0.0

Rail Capital Projects $28.01 Sec.9 $52.7] |Debt Service $350.1] Sec.9 $31.9

Bus Acquisition $65.7] CMAQ $0.0 CMAQ $0.0

Bus Capital Projects $98.9] RSTP $0.0 RSTP $0.0

Alameda Corridor $141.4] Sec. 3 Rail Mods $36 Sec. 3 Rail Mods $0.0

Other Admin. Project $7.8] Sec.26 $0.0 Sec. 26 $0.0
Prop 116 $0.0 Prop 116 $0.0
98 CTIP $97.7 98 CTIP +$0.0
STIP (FCR) $0.0 STIP (FCR) $0.0
TSM " $0.0 TSM $0.0
TCI $0.0 TCI $0.0
STLPP $0.0 STLPP $0.0
Intercity Rail $0.0 Intercity Rait '$0.0
SCAQMD AB2766 $2.0 SCAQMD AB2766 $50.0
STA Program $0.0 STA Program $235

Local: 1 Local;

Faras $0.0 Faras $281.1
Prop A 35% $26.8 Prop A 35% $161.5
Prop A 40% $0.0 - ! Prop A 40% $128.8
Prop C 40% $4.8 Prop C 40% $176.2
Prop C 5% $0.0 Prop C 5% $19.2
Prop C 10% $0.0 Prop C 10% $11.6
Prop C 25% $48.7 Prop C 25% $70.9
City of Los Angeles $0.0 City of Los Angeles $0.0
Commercial Papar $£20.0 X Comilnercial Paper $0.0
TDA Article 4 $10.0 TDA Article 4 $155.4
General Rev. Bonds $0.0 General Rev, Bonds $0.0
Other (Advert. & Aux.) .%0.0 Other (Advert. & Aux.) $255

TOTAL -$436.1JTOTAL - $316.3] |TOTAL $1,192.5JTOTAL $1,085.7

TOTAL CAPITAL SHORTFALL ($119.8)] |TOTAL OPERATING SHORTFALL ($106.8)

TOTAL CAPITAL & OPERATING SHORTFALL ($226.6)

wne
Prepared By: Capial Deveiopment and Programiming
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Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source
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FY 2002
- CAPITAL PROGRAM OPERATING PROGRAM
COSTS ' SOURCE OF FUNDS COSTS . - SOURCE OF FUNDS
ed Line Seg' 2 $20.6|Federal: Bus Operating Budget $728.3]Federal:
ed Line Sag. 3IN. HI $38.8] Sec¢.3 $50.0} jRail Operating Budget’ $145.5) Sec.3 $0.0
Rail Capital Projects $13.6] Sec.9 $54.1| |Debt Service $365.3] Sec.9 $314
us Acquisition $68.6] CMAQ $0.0 CMAQ $0.0
us Cépital Projects $70.2] RSTP $0.0 RSTP $0.0
Alameda Corridor $0.0§. Sec. 3 Rail Mods $3.6 Sec. 3 Rail Mods $0.0
ther Admin. Project $44] sec.26 $0.0 Sec. 26 $0.0
Prop 116 £0.0 Prop 116 $0.0
98 CTIP- $10.0 98 CTIP $0.0
STIP (FCR} $0.0 . STIP (FCR) $0.0
TSM $0.0 TSM $0.0
TCI $0.0 TCI $0.0
STLPP $0.0 STLPP $0.q] -
Intercity Rail $0.0 Intercity Rail $0.0
SCAQMD AB2766 $2.0 SCAQMD AB2766 $0.0
STA Program $0.0 STA Program $23.7
Fares $0.0 Fares $281.1
"Prop A 35% $206 Prop A 35% $169.3
Prop A 40% . $0.0 Prop A 40% $135.0
Prop C 40% $5.6 Prop C 40% $182.2
Prop C 5% $0.0 Prop C 5% $20.2
Prap C 10% $0.0 Prop C 10% %116
Prop C 25% 50.0 Prop C 25% $79.1
Ci;y of Los Angeles $0.0 City of Los Angeles $0.0
Commercial Paper $18.0 Commercial Paper $0.0
TDA Article 4 $10.0 TDA Article 4 $163.6
General Rev. Bonds $0.0 General Rev. Bonds $0.0
Other (Advert. & Aux.) $0.0 Other (Advert. & Aux.) $26.5
TOTAL $216.2TOTAL $173.9] |TOTAL $1,239.1 TOTAL $1,123.6
OTAL CAPITAL SHORTFALL {$42.3)] {TOTAL OPERATING SHORTFALL {$115.5)
OTAL CAPITAL & OPERATING SHORTFALL ($157.8)



Restructuring Plan Period Annual Capital/Operating
Costs & Revenue Breakout by Source

FY 2003

ll

OPERATING PROGRAM

I
)
|

CAPITAL PROGRAM
COSTS SOURCE OF FUNDS COSTS SOURCE OF FUNDS
Red Line Seg. 2 $0.0JFederal: Bus Operating Budget $761.7|Federal:
Red Line Seg. 3 N. HI $0.0] Sec.3 $47.8] |Rail Operating Budgset $150.7 Sec. 3 $0.0
Rail Capital Projects $24.1] Sec. 9 $74.3] |Debt Service $381.9} Sec.9 $9.8
Bus Acquisition $69.9] CMAQ $0.0 CMAQ $0.0
Bus Capltal Projects $65.8] RSTP $0.0 RSTP $0.0
Alameda Carridor $0.0] Sec. 3 Rail Mods $3.7 Sec. 3 Rail Mods $0.0
Other Admin. Project $4.4] Sec. 26 $0.0 Sec. 26 $0.0
Prop 116 30.0 Prop 116 $0.0}gm
98 CTIP $10.0 98 CTIP. $0.0
STIP (FCR) $0.0 STIP {FCR) $0.0
TSM $0.0 TSM $0.0
TCI $0.0 TCI $0.0
N STLPP $0.0 STLPP $0.0
Intercity Rait $0.0 Intercity Rail $0.0
ISCA(:!MD AB2766 SZ.Q ' SCAQMD AB2766 $0.0
STA Program $0.0 STA Program $24.1
Fares $0.0 Fares £301.8
Prop A 35% $0.0 Prop A 35% $177.8
Prop A 40% $0.0 Prop A 40% $141.7
Prop C 40% $1.5 Prop C 40% $194.7
Prop C 5% so.of ' Prop C 5% $21.6
Prop C 10% $0.0 Prop C 10% $11.6
Prop C 25% $0.0 Prop C 25% $84.7
City of Los Angeles $0.0 City of Los Angeles $0.0 l
Commercial Paper $0.0 Commercial Paper $0.0
1 TOA Article 4 $10.0 TDA Article 4 $176.6|m
General Rev. Bonds %0.0 General Rev. Bonds $0.0
Other {Advert. & Aux.) $0.0 s _| Other (Advert. & Aux.) $274
TOTAL $164.3]TOTAL $149.3] |TOTAL $1,294.3JTOTAL $1,171.7
TOTAL CAPITAL SHORTFALL ($15.0)] |TOTAL OPERATING SHORTFALL " (%1 22;6)
TOTAL CAPITAL & OPERATING SHORTFALL ($137.5)

Lialh ]
Prepared By: Caoital Deveiopmen and Frogramming
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FY 2004
[ CAPITAL PROGRAM OPERATING PROGRAM .
; COSTS SOURCE OF FUNDS COSTS SOURCE OF FUNDS
F:Line Seg. 2 «  $0.0fFederal: Bus Operating Budget $788.8]Federai:

Red Line Seg. 3 N. HI $0.0] Sec.3 $0.0| [Rail Operating Budget '$158.1] Sec.3 $0.0
ail Capital Projects $23.2] Sec.9 $72.0] |Debt Service $392.1] Sec.9 $9.3
us Acqulsition $74.2] CMAQ $0.0 CMAQ $0.0

Bus Capital Projects $69.4] RSTP $0.0 RSTP $0.0
lameda Corridor $0.0] Sec. 3 Rail Mods $38 Sec. 3 Rail Mods $0.0
ther Admin. Project $4.6] Sec.26 $0.0 Sec. 26 $0.0

) Prop 116 $0.0 Prop 116 $0.0

| 98 CTIP $0.0 98 CTIP $0.0

STIP (FCR) $0.0 STIP (FCR) $0.0

TSM $0.0 TSM $0.0

TCI $0.0 TCI $0.0

STLPP $0.0| STLPP $0.0

-| Intercity Rait $0.0 Intercity Rail $0.0

’SCAQMD AB2766 $2.0 SCAQMD AB2766 $0.0

STA Program $0.0 STA Program $24.4

\ Fares $0.0 Fares $301.8

Prop A 35% $0.0 Prop A 35% $186.7

) Prop A 40% $0.0 Prop A 40% $148.7

.Prop C 40% $7.0 Prop C 40% $200.9

Prop C 5% $0.0 Prop C 5% $22.6

) Prop C 10% $0.0 Prap C 10% $11.6

' Prop C 25% $0.0 Prop C 25% $91.3

City of Lo; Angeles $0.0 City of Los Angelas $0.0

Commercial Paper $0.0 Commercial Paper $0.0

TDA Article 4 $10.0 TDA Arlicle 4 $186.0

General Rev. Bonds $0.0 General Rev. Bonds $0.0

Other (Advert. & Aux.) $0.0 ) Other (Advert. & Aux.} 5284

'I(OTAL $171.3]TOTAL $94.8] ITOTAL $1,337.0JTOTAL $1,211.7

TOTAL CAPITAL SHORTFALL ($76.5)] JTOTAL OPERATING SHORTFALL ($125.3)
IT OTAL CAPITAL & OPERATING SHORTFALL . ($201.8)

o
I -
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Appendix D; Page D-1
DRAFT

APPENDIX D
Prior Revenues — FY 1992-93 through FY 1996-97

The MTA administered, directly or indirectly, $8.3 billion over the past five years.
Of this amount, $3.4 billion was distributed'té other agencies as subsidies and
$4.9 billion was retained by the MTA for expenditures on capital or operating
projects. Each year, the total amount available can fluctuate by as much as
$1OO million or more. For example, in FY 96 $1.9 billion was received, whereas
in FY 97 only $1.7 billion was received. The principle variables f-rom year to year
have to do with capital project funding such as Section 3 New Starts and State
TIP funds. Other variables have also occurred. In FY 1993 -94 the California
State Legislature transferred $50 million of sales tax revenue from the MTA’s
operating(budget to the County of Los Angeles for healthcare services. As part
of that legislation, the MTA was permitted to issue commercial paper to spread

the impact over severai years.

Other important variables from year to year have been sales tax growth rates
and the amount and type of subsidies to others. Prospectively, sales tax growth
rates are discussed in Chapter IV. Looking retrospectively' at sales tax growth,
one must recall that in the early 1990's, Los Angeles County went through the
worst recession since the UCLA Business Forecasting Project began keeping
records. The MTA administers_sales tax revenue from three sources,
Propositions A and C and the Transportation Developfnent Act. Together, these
sources amount to a tax OI'Il 1.25% of sales and uses in Los Angeles County,

totaling slightly over $1 billion each year. Of this, the MTA has retained between

‘$410 million and $610 million annually for the past five years, (an average of

$510 million) and distributed to other agencies as subsides between $390
million and $590 million annua!ly’ for the past five years (for an average of $490

million.)

05/14/98; 2:42 PM D-1
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1

Other revenues from the State were almost $325 million each year. Of this
amount, MTA retained between $165 million and $195 million annually (an
average of $180 million each year) and distributed to other agencies as subsides
an average of $145 million each year for the past five years. Revenues from the
Federal level for the past five years average $370 million. Of this amount, MTA
retained an average of $170 million each year and distributed to other agencies

as subsides an average of $200 million each year for the past five years.

05/14/98; 2:42 PM D-2
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MAJOR REVENUES SOURCES and DISTRIBUTION
FOR PAST FIVE YEARS
by Fiscal Year ($M) .
1992-93 1993-94 i 1994-95 , 1995-96 1996-97
Sources Revenue | Subsidies!| MTA | Revenue | Subsidiesi] MTA ‘ Revenue | Subsidiesi] MTA | Revenue Sﬁbsidies1 MTA | Revenue | Subsidiest| MTA
FEDERAL )
Section 3 Rail New Start 109 - 109] 169 - 169 | 164 - 164 84 - 84 70 - 70 |
“Section 3 Rail Mod 1 - - - - - - 5 - 5 5 - 5 7 . 71 -
Section 9 Fund 83 18 65| 117 20 96 1271, 20 107 101 25 76| 106 23 83
CMAQ 50 20 ' 30 49 21 28 50 48 2 43 15 29 49 5 44
Fed ISTEA RSTP 731 . 39 34 76 39 37 86 92 (6) 68 80 (12) 86 32| 55
Others | 4 - 4 7 . 7| 3 - 34 7 . 71 20 . 20
Sub-Total Federal | 319 77 242 | 417 80 337{ 465 159 306| 308 120° 188 337 59 277
STATE ‘
STA 17 1 16 13 1 12 22 2 20 23 1 22 19 2 17
State ISTEA - STP, NHs - - - - - - - - - -1 - - - - -
STIP (2) 193 162 31 233 60 173 177 112 65| 587 86 501 362 319 43
Sub-Total State | 210 163 47| 246 61 185 199 114 85| 610 87 523 | 381 321 60
LOCAL ' ' )
Prop A 40% Disc. 141 141 o] 137 41 96 146 34 112 153 45 109 156 55 1021 °
Prop A 35% Rail 124 - 124} 120 - 120} 128 . 128 134 - 134 137 - 137
Prop A 25% Local Return 88 98 (10) 86 79 6 91 99 (7) 96 86 9 98 89 9
Prop C 40% Disc. ' 145 148 (3)] 140 11 1291 151 24 127] 161 30 131 162 50 112
Prop C 25% Highway 91 3 87 87 37 50 95 71 23( 101 84 17 101 70 31
‘Prop C 20% Local Return 73 152 (79) 70 68 2 76 75 0 80 78 2 81 77 41
Prop C 10% Comm. Rail 36 1 35 35 6 29 3] o0 37 40 35 5 41 33 8
Prop C 5% Security 18 13 5 17 {11) 28 19 0 19 20 0 20 20 0 20
Transportation Dev. Act 290 44 246 | 188 38 150 ] 199 80 119{ 204 101 103] 209 61 148
Sub-Total Local | 1,006 600 406 | 880 270 611 942 383 559 989 460 529 | 1,005 435 570
GRAND TOTAL 1,534 839 695 | 1,543 410 | 1,133) 1,606 657 950 | 1,906 666 1,240 1,722 814 908

1. Subsidies are funds the MTA programs to other agencies and are not an allocation to the MTA.
2. STIP funds show are for the year programmed actual expenditure may vary.

Sources: Comprehensive Annual Financial Reports (CAFR) & Capital Development and Programming Files

x\Franki2nd Drat Restruciuring PlanFEDRESTRUCTURING2 FOR LAST 5 YRS xis D-3 Prepared by: Capital Development Programming !
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EXECUTIVE SUMMARY ’ .

RAIL PROGRAM STATUS
as of January 1998

& — 79mI. |
2 Number of 52 |
3 Stauons .cars || stas. |

Technology . li:llgatillt — |

Final Car]  Final :
Delivery {Completiory -
Aug 1999]Jul 2008 };

" Basad on 3018

Milestones

| “98% | compitd}

dtiesionee | 3019 |

579 | compitd.

} MTA Approved
¢ Opening Date

T

3 XIAN3ddV

f ; Design Status |

Construcuon :
Status |:

Expenditures |
: 1o Date (ln mil. ) .

......................................

MTA Approved
Budget (in mil.)

Federal _
Funding

State/Local
Funding

- ¢95 | $5583 |

$258 | $8506 |

35"/0 S 31 0/°

65% 69%
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METRO

APPENDIX F

Los Angeles County Metropolitan Transportation Authority

FUNDING SOURCES
MATRIX

~ As of April 24, 1998

™~

" PREPARED BY:
LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
CAPITAL DEVELOPMENT AND PROGRAMMING DEPARTMENT

X:A\Randy\fund malrix\"mirx-rf.doc  04/24/38 2:04 PM Page F 1
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COLUMN DEFINTIONS

Funding Source: Name of the source of revenue.

Description: A brief summary which describes the source of the revenue.

Eligible Uses: Describe types of expenditures which qualify for support or reimbursement from the specific funding
source.

Policies & Describes (1) the legislative restrictions and guidelines and/or (2) the MTA guidelines for the uses(s)

Guidelines: of the specific funding source.

Annual Amount: Represents the projected amount of funds available for programming to various projects. The amount

shown is net of any amount allocated to MTA administrative expenses. '

Project Selection:  Represents the MTA Department which coordinates the selection of transportation projects (to be
submitted for approval) for funding from the specific funding source, and the agency responsible for
approving the project.

Responsible Staff: Policies and Guidelines represents the person and department or agency responsible for the ™~
development and administration of the guidelines and policies governing the use(s) of the specific
funding source.

Long Range Forecast represents person and department or agency responsible for forecastmg

- annual amount of funds available to the MTA.

Programming represents person and department or agency responsible for tracking annual amount
of fund source programmed (committed) in the Long Range Plan, Call for Projects, or MTA Budget.
In most instances, 100% of projected revenues will be programmed to fund transportation projects
and bond repayments in the Long Range Plan.

Grants Management represents the lead person within the department responsible for coordinating
department actions.

Accounting represents person and department responsible for tracking expenditures to date of the

specific funding source.
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & | ANNUAL AMOUNT PROJECT RESPONSIBLE | -
. . | GUIDELINES ($ Millions) . SELECTION STAFF
. RHEIRGAD) FIOCAIREUNDINGISQURCE Sk el I niis it

PROPOSITION A Revenues generated from /2 Bus and Rail Transil; Funds must be used {o Actual Prop. A Revenue Sea Below
cent sales tax. Funds are capilal and operating improve lransit in L.A. inFY 1896 = $408.8
apportioned as follows: {25%) County.” million
Local Retusn Program, (35%) Rail :
Development Program, and 35% funds hava been 25%: funds subject to Forecast from LRTP
(40%) Discretionary. MTA used lor the Red, Blua, fapse after four years. {10/97):
administers lhese funds and Green Lines and right of FY98 - $431.3
inlerest earned on thesa ravanues | way purchases for FY99 - $449.4 i
commuter rail.
b 40% funds can be used -

for any lransit purpose.
Current praclice limits -
expendilures to bus

capital and operations.

Prop A 25% of Prop A revenues ara Funds are 10 ba used Revenues allocaled to Aclual Prop. A 25% FY Local Jurisdictions Policies & Guidelines:
25% Local Return distribuled directly lo cities on a exclusively for public local jurisdictions based 98 = $102.2 Executive Officer,
. - | "per capila” basis. transil, including: public on relative percentage Raglonal Transporiation
bus, rail and paratransil share of L.A. County Planning & Davelopment
services; public lransit population.  Cities have ‘ -
- . fare subsidy programs; discretion in choosing Long Range Forecast; - -
’ Transporiation Demand programs funds are used . Mike Smith, Treasury

Management Programs ; lo support. Funds mus!
and Transporialion ba used exclusively for Programming:
Syslerms Managementl public lransit projecs. Area Teams ) -
improvements which R ,
exclusively benefit transit. MTA conducls fiscal and Accouniing:
Funds may also be raded | compliance audils al Willlam Henderson
for other cilies' general projecl completion. Controller
funds.

- | 25%: conditionally
_eligible uses:
Ridesharing, Guideway
projects, Facilities,
Recreational Transit, Bus
Stop Improvements, Park-
and-Rida Lats, non-
exclusive school service,
Administration, ' ~
Transportation Planning/
engineering/ design,
Specialized Public
Transit, Fund Exchanges,
Rail, Synchronized
Signalization, TDM, Street
Improvement and
Maintenance.

o .
C:AC Driva documentsVund mirx\-mirx-restrol-pin.doc 04/24/38 2:04 PM Page F5

’ r



FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
GUIDELINES ($ Millions) SELECTION STAFF
Prop A 35% of revenues are used for rail | Rail Revenues musl be used Actual FY96 - § 143.0 Area Teams Palicies & Guidelines:
35% Rail Development development as specified in Prop. on rail development Executiva Officer,
A Rail Corridor Map. prajecls. Reglonal Transportation
Planning & Davelopment )

Revenues distributed at

I Commission discretion. Long Range Forecast:
Yo date, funds have Mike Smith, Treasury

- supported Blue Line,
Green Line, and Right-of- * Programming:
Way purchases for Araa Teams
Commuter Rail.
- Accounting:
b William Henderson
Controller
Prop A 40% of revenues sot aside by Bus {Fixed Routa/Public « Transit Operalor Aclual FY9B6 = $163.4 Area Teams in Policies & Guidelines:
40% .} MTA for Discrelionary Grani Dial-a-Ridse) Formula Funds; coordination wilh Bua Bob Cashin
Discrelionary Program lo cperators, revenues Guidelines adopted Operalions Subcommiitee Multimodal Planning
used for: April 1991,

Grani Program Operators receiva a Lang Range Forecast:
« Transit Operator : "base” share (95% of Jim Sadro, Treasury
¢ Formula Funds the 40%) plus CFi
» Transit Servica each year, monitored Programming:

» Expansion end adjusted twice Scolt Green, BSIP
+ Incentiva Funds annually, '
s Transit Senvice Accounting:
Expansion Funds; . William Henderson
. Only aulhorized by Controller
MTA tor FY 91 and
892,
-« Incentive Funds:
Qperators may claim
up to 5% of tha 40%
- discrelignary lunds.
Prop A 5% Incentive _5% of the Discrelionary revenues. | Transit Only Counly of Los Aclual FY26 = $20.4 Area Teams Palicias & Guidelines:
Program 1 Local jurisdiction may claim these Angeles, cilies, and public : Bob Cashin
revenues for mobility & efficlency .| wansit operators are Multimadal Planning
improvements. Allocation of eligible lo apply for funds.
tunds based on project meril, cost Private operators or olher - Long Range Forecasl:
& atlainment of performance agencies can only receive Jim Sadro, Treasury
criteria. ) funds through
sponsarship of an eligible Programming:
operalor. Area Teams
Accounting:
William Henderson
Controller

Prop A interest Revenues generated lrom interest | Guidelines adopted by Funds allocated at Area Teams Accounting:
on funds in Prop. A Revenue MTA Board in March discretion of Board. If any William Henderson
Account 19986. portion allocated toa MTA Controller

Operations, then the other
included operalois receive
their share via the
formula, by MTA policy.
: )
: CAC Drive documents\fund mind\f-mirx-restrcl-pin.doc 04/24/98 2:04 PM ., Page F6 v
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ANNUAL AMOUNT

FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & PROJECT RESPONSIBLE
GUIDELINES ($ Millions) SELECTION STAFF
PROPOSITIONC Revenues generaled from Los Expenditures which Proposilion C ordinance Actual Prop. C Ravenus See below Sea below
Angeles County 1/2 - cent sales mainlain, improve and specifies revenues must in FY96 = $4320
{ax for public transil purposes. expand public lransit, ba used for “public lransit
Pursuant lo policies of MTA, Prop } reduce congeslion, and purposes.® Farecasl from LRTP
C revenues will ba used as increase mobility. {10/37):
follows: {5%) Rail & Bus Fy98 - $429.7
Securily, (10%) Commuler Rail / FY39 - $447.8 |
Transit Centers, (25%)
improvements fo Freeways and
Streets, (20%) Loca! Relurn, and
(40%) Discretionary. Projected
Inlerest Earnings have been
programmed by the MTA for the
Freeway Tow Servica Patrol
Program and several FAU
Highway projects.
Prop C 5% Security 5% of Prop. C revenue will be New Rail Line Security: The MTA may aflocale Actual FY96 $21.6 = | Area Teams Policies & Guidelines:
. used to improve and expand rail Security Incentives; funds to eligible projects Bob Cashin
and bus security. Transit Services and ~ |. 8tits discretion. in FY 95- Mullimedal Planning
Facilities; 96, ninety-live percenl of
Securily Improvement; Prop C Security Funds Long Range Forecast:
Special Demonslration were piogrammed lo the Jim Sadro .
N Projects; MTA Transil Police and ¢ -
Security Contingency §% was programmed Programming:
Resecrve Projects through the Call for Area Teams
Projects.
Accounting:
William Henderson
Controfler
Pwop C 10% ol the Prop C revenue willbe | Capital cost for Commuler | Funds are allocated to the | Actual FY 1996 $43.2 Area Teams Palicies & Guidelines:
10% Commuter used for canstruclion of Rall facilities, Southern California Bob Cashin

Rall & Transit Centers

Commuter Rail, Transit Centers.

construction, and land
acquisition. Commuter
Rall Operating Cosls.
Transit Centers & Park-n-
Ride Lots. Other eligible
costs include;
administrative & planning
costs, environmental
clearance and miligation
costs, Rehabilitation and
expanslon of eligible
projecls.

Regional Rail Authonity
(SCRRA) for construclion,
operalion, and
mainlenance of the
Metrolink commuter rail
syslem in Los Angeles
Counly. if addilional
funds are available, ey
are allocated through the
TIP Cal! for Projects.

Mullimodal Planning

Long Range Forecast;
Jim Sadro, Treasury

Programming:
Area Teams

Accounting:
William Handerson
Controller

CAC Drive documentsVund mirx\-mirx-restrct-pln.doc 04/24/98 2:04 PM
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ANNUAL AMOUNT

PROJECT

FUND SOURCE DESCRIPTION ELIGIBLE USES- POLICIES & RESPONSIBLE
- GUIDELINES ($ Millions) SELECTION STAFF
Prop C 20% Local 20% of Prop. C revenue will be Public Transit Services: The MTA has elected to FY 19968 Actual $86.4 Local Jurisdictions Policies & Guidelines:
Return used for a Local Return Program, Operating Costs - Fixed distribute the “Local Bob Cashin
for public transit, paratransit, and Route & Paratransil Return” funds directly to Mullimadal Planning
relaled services to meel the Capital Costs - Vehicles & | Ihe cilies on a per capila
requiremenls of tha lederal Equipment basis. The Los Angeles - Long Range Forecast:
Amaricans with Disabilities Act. - Counly Audilor Controller Jim Sadro, Treasury
Transit Refaled TDM/TSM | will disburse the funds lo
lmprovements Ihe cilies on a monthly Programming:
Fara Subsidy Programs basis. To expend funds, _ Local Jurisdiclions
Salety & Securily lacal jurisdictions must
) Programs submit a three year plan Accounling:
1o the MTA Board of William Henderson
R = Condilionally Eligible Directors. Projecls will Lonlroller
Uses: receive funding if they
Ridesharing projecls; meet the stalutury
Right-of-way requirement of being lor
improvements; "public transit purposes.”
Facililies; Recreational ‘ - '
Transit; Bus Stop
Improvements &
Maintenance; Park-n-Ride
Lots; Non-Exclusive
. School Service;
Adminslration;
Transportation Planning /
Englneering / Deslgn;
Speclalized Public ‘
‘Transit, Raill;
Synchronized
Signalization; '
Transportation Demand
Managemenl; Congestion
Mgmt. Program Aclivifies;
Bikeways and Bike Lanas;
Sireet Improvement &
Malntenance. . :
Prop C 25% ol the Prop. C ravenua will HOV/Transitways; Thesa lunds are for new . | Actual FY 1996 = $108.0 TIP Call for Projects Policies & Guidelines:
25% Transit Relaled ba used for countywide highway- Transportation Dermand of improved facilities thal . : Bab Cashin

Highway Improvement

ratated iransit improvements.

Managemenl; Incident
Managamenl programs;
Park-n-Ride facitities;
Signal Coordination/TSM
Improvements on arterial

reduce congeslion. Tha
sponsoring agency must
provide for the ongoing
maintenance and
operation of the

Multimodal Planning

Long Range Forecast:
Jim Sadro, Treasury

slreels used by fransit. improvement(s). Programming:
Area Teams
Accounling:
William Henderson
Controller
Y

C:\C Drive documents\und mirx\-mirx-restret-pin.doc 04/24/98. 2:04 PM
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the slale sales tax is deposiled
annually. Funds are allocated to
counties based on amounl of tax
collected In the county. MTA
allocales funds lo operalors on
discretlonary basis.

Pedestrian Facililias; Up

10 2% of available funds
county wide (2% of lotal).

TDA Asticla 4: Public
Transportalion Syslems;
Allocaled to municipal
Iransit operators, Transit
‘Districts, and Joint
Powers Authorilies (87%
of Total);

TODA Article 4.5:
Gonsolidated

. Transpodation Service

Agencies;
Up to 5% of lunds may bas
spent on “restructured”

" paralransit

TOA Article 8: Public
Transit Services Provided
Under Contract; Funds
used for transit and para-
fransit programs lo fulfill
unmet Iransit needs in
areas nol serviced by the
MTA (4.8% of tatal). If
there are no unmel iransit
needs, funds may be used
for slreels and roads.

be spent on bicycle &
pedestrian facitities

throughout the county.

TDA Aslicle 4: Used for
bus capilal or cperating
expenses. Oflen usad as
local malch of FTA
Section 3 and 9 Funds.
Only provided lo “eligible”
operalors,

TDA Adicla 4.5; Funds
available 1o community
transilt services, including
thase who cannct usa
canventional Iransit
services, such as the
disabled.

TDA Adticle 8 Transil and
Paratransit, {streets /
roads bicycle or
pedestrian uses if no
unmet transit needs )

Forecast Allocations in
LRTP for FYS8:
Arl3: 843

Art4: $169.1

Art4.5; %0

Art. 8.:$109

FY9a Bus Cap: $15.8
FY98 Rail Ops: $13.4

Approximalely $200/yr
lrom

25% of .06 state relail
sales tax,

cily's propose ~ Robin
Biair,

Area Teems & Transit
Operators

Countywide Planning &
Paratransit Operators

i

Area Teams: Patricla
Chen

L
FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
: .. GUIDELINES {$ Millions) SELECTION STAFF
Prop G 40% of the Prop. C revenue can Technology These funds are to be the | Actual FYS6 $172.8 Regional Transpartation Policies & Guidelines;
40% be used to improve and expand improvements; System “Funds of Lasl Resor.” Planning & Development Bob Cashin
Discretionary rail and bus transit services Capacity Expansion - They are available alter alt Mullimedal Planning
countywide. Operating; System other reasonable lunding Finance
Capacity Expansion - opportunities have been Long Range Forecast:
Capilal, Safely & Security | exhausted. Thesae funds Jim Sadro, Treasury
Improvements, are to he applied in
accordance with the Programming:
objeclives, progtam Area Teams
priorities and guidelines
sel forth in Board adopled Accounting:
Long Range Plan. William Henderson
" Controller
Prop C Interest Inlerest on Propasition C Inleresl revenues may be Funds allocated at Capilal Davelopment and Palicies & Guidelines:
revenues Is reserved for used for any Prapaosilion discretion of Board. If any Programming Bob Cashin
- allocation by the MTA Board. C eligibla usae. partion allocaled o MTA Multimoda! Planning
Operaticns, then the other Accaunling:
included operalors reccive William Henderson
their share via the Controfler
formula, by MTA policy.
Transportation Tha Transporialion Development Funds are used la support Actual FY96 = $211.3 Policies & Guidslines:
Development Act Act (TDA) creales a Local {he following programs: Forecast from LRTP Bob Cashin, Mullimodal
{TDA) ) Transportation Fund (LTF) In {10/97). FY98-$217.4 Planning
aach county in which 1/4-cent of TDA Aricla 3: Bicycte & TDA Aricle 3: Funds may | FY99-$226.5 Area Teams evaluate, bul

Long Range Forecast:
Mika Smith, Treasury

Programming:
Area Teams
Capital Development &
Programming

Funds Management;
Area Teams

Accounting:
Willlam Henderson
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
GUIDELINES {$ Millions) SELECTION STAFF .
Transportation See STA Programs 50% of funds ga to Stale Actual FYas = $239 Ses STA Programs Policies and Guidelines:
Planning & Transit Assistance (STA) Forecast from LRTP - David Yale
Development (TP&D) fund. 50% of funds go la (10/97); Capital Davelopment &
slata programs, intercity Programming
bus/rail servica, rideshara FYes - $23.7
programs, FYeo-$§24.1 | Long Range Forecast:
Mike Smilh, Treasury
Changes per SB45
on January 1, 1998 Programming:
Changes per SB45 David Yale B
on January 1, 1998 Capital Development &
. Programming
Grants Management:
Brian Boudreau
Capital Development &
Programming
S Accounting:
William Henderson
Caniroller
TP&D/State Public transit capita! and MTA allocates funds lo Aclual FY96 = $11.5 Area Teams Palicies and Guidelines:
Transit Changes per SB45 on operations. operalors by formula Farecasl from LRTP David Yale
Assistance (STA) January 1, 1998 (Formula Allocalioq (10/97):. Capital Development &
Filly percent of Transportation Approximalely 25% used Procedure). Transit Programming
Planning & Development Funds for Iransit operations or operators must be eligible | FY98 -311.8
are allocated to ihe Siate Transil capital, proporiionally for TDA Arlicle 4 to FY99 -$12.05 Long Range Forecast:
Assistance {STA) fund. based on each area's receive STA funds. Mike Smilh, Treasury
Iransit fare revenues to Transit claitns must ba
STA funds are allocated to MTA tha statewide fare consislenl with Short Programming:
based an ratio of counly revenuas. 25% used for Range Transit Plan and David Yale
populalion Io stale population and | ransit aperafions or Short Range Capilal Development &
’ ralio of lolal caunty transit roads, based on Transporiation Programming
operator revenues lo lotat population, lmprovement Program.
revenue of lransil operalors in § Grants Management:
= slate. R Brian Boudreau
) Capital Developmenl &
Revenues generaled from: Programming
{1) Sale of diesel fuel -
Accounting:
(2) Sales lax due to slale lax and William Henderson
pasoline above 9 cents per gallon : - Controlier
(3) "Spill over” sales 1ax (revenua ‘
penerated from 4.75% lax on
taxable goods, including gasaline,
in excess of revenue generaled ~
from 5% stale sales tax on all
taxable goods except gasoline)
C:AC Orive documents\und mind\f-mirx-rastret-pin. doc 04/24/98 2: 04 PM Page F10
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FUND SOURCE DESCRIPTION ELIGIBLE USES - POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
: GUIDELINES ($ Millions) SELECTION STAFF
Service Authority Revenues generated [rom a $1.00 | Emergency call boxes; Developed by state, Actual FY96 = $8.0 Operations, Congestion Policies & Guidelines:
for Freeway annual registration lee on operation and Implemented by tha Los - Reliel State, Caltrans, CHP
Emergencies vehicles in L.A. County. Funds maintenance. Freeway Angetes Counly SAFE.,
(s AFg) provide emergency call boxes on Service Patrol, Incident which is housed in the Long Range Forecast:

Counly freeway system.

Management.

MTA.

Diane Perine & Ken
Colman, Congestion Relief
Ops.

Funds Management;
Dianea Perine,
Congestion Rellef Ops.

Accounting:
Charles Faulkner,
Finance

HOV Violalion Fund

Revenue genecated from (ines

collected in L.A. Counly for

violations of vehicle occupancy
levels and crossing over double
paraltel solid lines. Il violations
occur in LA, cily, MTA collects

113 from $100 base fine

($33violation), if viotations occur
In the unincorporated area of the
county, MTA collecls 1/2 ol the

Freeway Taw Service
Palrol Program {FTSP) —
Tow trucks only on
Freeways. The service is
operated on Peak Hour
and heavily congesled
lreeways.

Improve traffic flow
operalions on the slate
highway system with in
Los Angeles County.

$0.3 million )
FY 1997 approximately
$0.5 million.
Amountincreases
proporiionalely as the
number of miles of HOV
lanes increases
throughoutl the county.

QOperations, Congeslion
Ratiefl

Policies & Guidelines:
Stale, Caltrans, CHP

Long Range Forecasl:
Diane Perina,
Congeslion Refief Ops.

Funds Management:
Diane Perine,
Congeslion Relief Ops.

fines ($50/violation).
Accounling:
Charles Faulkner,
. Finance

Petroleum Violation Revenua generaled from the Energy conservalion Funds are allocated 1o MTA has received $7.5 Area Teams Policies & Guidelines:
Escrow Account Exxon & Stipper Well setllement | plans; enargy outreach slales of tha Federal millicn for Ihe Santa Bob Cashin
{PVEA) programs; Innovative and | government. Individual Monica Freeway SMART Countywide Planning Multimodal Planning

new programs that rasult projects requira specilic carridor and other funds

in energy savings and/or legislation et the state for Los Angeles County Operations Keith Killough

displaced or non- lavel. ATSAC projects. Countywide Planning

renewable fuel.

In FY 1996-97 no money
was spent on PVEA
projects because there
was no agreement on a
PVEA bill.

In FY 1995-98, the State
spend $17 rnillion in
PVEA on 60 projec!s.
The average granl was
$170,000. Several
Projects in LA Co. were
tunded

In FY 1997-98, 32.7
million of PVEA funds

This included funding for
*over 30 prajects in LA Co.

in FY 1998-99, MTA will
request $3 million to ca-
fund purchase of CNG
buses in a PVEA bill.

werg allocated by 5B 368,

Lang Range Forecast:
Jim Sadro, Treasury

Doug Kim, Countywide
Planning

Programming:
Araa Teams
Shahrzad Amir

Countywide Planning
Doug Kim

Accounting:
Willlam Henderson
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
, 0 GUIDELINES ($ Millions) SELECTION STAFF
Slate Highway Account | Thisis a line item in the Californla | Freeway Tow Servica Allocaled by tha State of $3 6 million FY 1997. The | Caltrans, CHP and Policies & Guidelines:
Budgel Change State Budget initialed by Patrol Program (FTSP) ~ | California. MTA contracts | annual amount received Siale, Callrans, CHP

Proposal (BCP) far
Freeway Tow Service
Palral Program.

Assemblyman Kalz which
allocales funds lrom the Slate
Highway Accounl for tha Freeway
Service Palrol (FSP).

Tow trucks on only on
Freeways. The service is
operated on Peak Hour
and heavily congested
freaways.

wilh Tow Truck Operalars.

Programmed in the
annual budget. Requires
20% MTA match.

for L.A. County has

decline as more California

Counties have become-
eligible (o receive funds
and tha total amount of
funds available statewide
is ixed. Legislation Is
pending which would
Increase the amount for
L.A. County.

MTA - .
Congeslion Relief

Operalions

Long Range Forecast:
Diane Perine,
Congestion Relief Ops.

Funds Management:
Diane Perine,

Cangestion Relief Ops..

Accounting:
Charles Faulkener,
Finance

Fara Box Revenues

Funds from farebox and
route/service generators; Contract
Servicas like Hollywood Bowl

Flexibla

Farecasl from LRTP
(10/97):

FY98 - $267.9
Fy99 - $289.3

Policies & Guidelines:
Agapilo Diaz, Dir.
Revenue Dept.

Long Range Forecasi:
Agapito Diaz, Dir.
Revenue Oept.

Funds Management:
Agapilo Diaz, Dir.
Revenue Dept,

Accounling:
Charles Faulkener,
Financa
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FUND SOURCE DESCRIPTION ELIGIBLE USES - POLICIES & ANNUAL AMOUNT PROJECT ! RESPONSIBLE
) ‘ GUIDELINES ($ Millions) SELECTION STAFF
PRIVATE FUNDS
Benefil Assessments Special benefit assassments Metro Red Line and other | Devetoped by the MTA The approximaltely $12 Benefil Assessment Policies & Guldelines,
levied on local property owners by | transit facilities § miflion in annual Division (Currently only on | Adminisiration and
the MTA lo help raise funds for assessment incoma goes | Melro Red Line) . Proframming;
financing public rail rapid transil direclly to cover inlerest David Sikes, Capita!
facilities. Commercial properlies and principat payments on Development &
which benefit from the rail approximalely $162 Programming.
facililies are assossed. millian in assessment
' dislrict bonds which were Funds Management:
~ sold in 1952, Mike Smith, Treasury
Other {Advertising, Fees callected for adverlising, Transit Capital and _Annually determined in Forecast from LRTP Bus Operations
Augxiliary chadering, leasing & other Operation cosls. tha Operating Budget {10/97): .
services provided by MTA
Operalions and municipal transit FYo8 - $28.6
operalors countywida. FY9g-$20.4

Public / Privale Joinl
Development

Revenues generated lorm public /
private parlicipation in joint
development of r5ii lines and rail
stations

Real Eslate Development
on MTA-owned properly.
Rental properly
development lo increase
revenue from fenant renl.

Mo specific guide lines
approved by the MTA,
Potential uses under
consideralion include
resliicting revenue use to
fund future operalional
expenses of rail lacililies;
and anhancements o
increase rental revenua
MTA-owned real eslale.

$2 4 million wilt be
received in February 1998
if lhe MTA Board
approves a modification lo
the Joint Development
Agreement with adjacent
propery owner thereby
permilling the proposad
sale of Localion 24 in Van
Nuys.

Aprx. $0.64 to be recieved
in Dec 1997 or Jan 1998 il
the MTA board approves
a madification ta the
current Iransaclion among
Ihe MTA, the LA-CRA &
private developer (Grand
Central 5q. @ Pershing
Square Red Line Station),

Apprx. $0.81 as partial
reimbursementl of the
MTA’s pledge of Prop. A
(discrelionary portion) to”
be used to pay debt
service on bonds issued
by LACRA in order la fund
the reveovation &
Impravement of Grand
Central Sq. @ Pershing
sq. Red Lina Station.

$0.1 for fand rent 11/97-
6/98 for (Topanga/Marifla
goll range in Chatsworth).

$0 0165 for land rent
12/97-6/98 (Chatsworth
Storage Co.)

Joinl Developmenl

Joint Development
depariment no longer
exists, duties now handled
by Area Teams
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FUND SOURCE DESGRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
: : GUIDELINES {$ Milllons) SELECTION STAFF
FINANCING MECHANISMS
Cerfilicates of A COP Is a lease obligalion Itis MTA practice 10 use There are no specific Variabie Finance
Particlpation whosa lerm should approximalely | these inslruments lo guidelines approved by Area Teams
match lhe average life of the finance large lease the MTA, although a detd {Municipal Operators)
assels being leased. ACOP is projects primarity rail service ceiling of 50% has
not a debt obligation, as it is system rolling stock been eslablished when Note: Any project whose
subject to annual appropriations purchase, bus purchases using Federal Seclion funding anlicipales the
and/or abatement. Thus, lhe and bus/rail facility 5307 (larmerly section 9) use of bond proceeds or
leasa payments are considered conslruction. revenues, leasa financing must be
operaling expensas and not dabt reviewed and approved by -
service. COP’s are most L. {he Treasury Depariment
appropriale for use where more , prior to Inciusion in the
senior lien, lower cosl, debt Long Range Plan or
obligations are not avaitable. A annual budget.
COP could ba either taxable or
tax-exempt,
Commercial Paper A short-lerm laxable or tax- Used to finance capital Mo specilic guidelines. Variabla Finance -
exempl debl instrument with cosls relaled to
maturities ranging from 1 to 270 acquisition, conslruclion Commercial Paper is
days. New noles ara usually and equipags af bus, rail frequently used as interim
{ssued lo replace Ihe maturing and other lransit refaled funding for capital -~
noles, creating a revolving credit capilal projects. projects, laler being
facility. Typically tha MTA refunded inla the
- eventually relires lhe notes by The debl service from permanenl financing
refunding them into a long-lerm MTA's Tax-exempt CP sourca, typically a P
fixed rata bond, but the noles programis planned to ba long-term bond issua.
could also ba retired using other paid from Propaosition A
ravenues sourcas such as grant 35% Rail Funds. The tax- | Currently, the taxabls CP
funds or proceeds frem the sale exempl CP program is program |Is capped at
of an asset, secured by a pledge of $15¢ million and the lax- ~
75% of the Prop. A exemp! program is
ravenuas {35% Rail plus capped at $350 million.
! h 40% Discrelionary).
The deb! service rom
. MTA's Taxable CP .
program is planned to be 3
paid primarily from .
Proposition C 40% Rail
Funds. The taxabla CP
program Is secured by a
pledpe of 80% of the
Prop. C revenues (All
revenues, less the 20%
Local Return).
- N
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FUND SOURCE

DESCRIPTION

ELIGIBLE USES

POLICIES &
GUIDELINES

ANNUAL AMOUNT
($ Milllons)

PROJECT ’
SELECTION

RESPONSIBLE
STAFF

Cross Border Lease

A laxabla transaclion in which tha
titlo to tha leased asset is held by
the foreign domiciled lessor, at
least for foreign lax purposes. The
lessor typically receives certain
tax benalits such as tax credils
and accelerated depraciation in

its domicile tax jurisdiction. Lessar
Is then willing lo provide what
amounts 1o a low cost loan on the
equity component of 1hs lease.

Used to derive financial
benelils through the sala
or fransler of tille to buses
or rail vehicles to a foreign
domiciled tessor. Tha
benefits of this type
transaction are sensiliva
1o Interast rales, business
climate and changes in, or
pending changes to tax
laws.

These feases can ba used
to provide a low cost
financing, but, more
lypically tha assets are
separately paid for and
are subsequenlly cross
border leased in a
structure which is tied to a
defeasance mechanism.
The deleasance
mechanism generates all
of tha lease payments,
including the purchase
option, and resulls in a
residual amounl of tha
lease proceeds being left
over as an up-font benefit
1o lhe MTA.

No specific guidelines.

Variable

Finance

Senior Lien Bonds

A long-term debt obligatian,
typlcally tax-exempl, which has a
senlbor clatm against a tha
revenua pledged as a source of
repayment to the bond holders.
Typically Proposilion A or
Proposition C sales lax revenues.

Capital costs of Rail
Transit Programs - l.e.,
purchasa right-of-way,
Engineering costs,
conslruction costs, and
purchase roliing stock
{Iransit vehicles).

No specific guidelines.
Used primarily to finance
rail construclion, some
operating capital and the
Call for Projects. May nol
be used {o finance
operaling expenses.

Variable

Finance

Subordinated Bonds

A long-term debt cbligalion,
typlcally tax-exampt, which has a
pledge which Is subordinale (by
one or mora lien levsls) to the
sanior lian pledge.

Used to linance capital
costs related to
acquilsition, construclion
and equipage of bus, rail
and olher Iransit related
capital projects.

-No specific guidelines.

Used prmarity lo finance
rail construction and soine
operaling capilal projects.
May not be used lo
finance operaling
expenses.

Subordinated obligations
will carry a higher interest
cost compared lo senior
lien bonds.

Variahle

Finance
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FUND SOURCE

DESCRIPTION

ELIGIBLE USES

POLICIES &
GUIDELINES

ANNUAL AMOUNT-
($ Millions)

PROJECT
SELECTION

-RESPONSIBLE
STAFF

S8 45, STIP reform
County
Transportation
Improvement
Program (CTIP)

[ Repeals the lollowinq, effeclive

AR N STATE FUNDING SOURGE S 1t At oxl AT i 2

S L B T

Jan. 1, 1998;

FCR

TCI

Commuler & Urban Rail Program
Mass Transil guideway program
TSM

Intercity rail corridors eligible for
state funding

Repeals State-Local L.
Transporialion Parinarship
Programn (SLTPP) effective Jul ¢,
1939,

Shortens the STIR (rom 7 years lo
4 years, but has an Inlerdm B year

STIP in 1998 to transilion 10 tha 4

year STIP.

25% of the funds will be
available for inlerregional
improvements conslisting
ol the following:
interreglonal reads or
intercity rail projects

75% lor regional choice
can be spent on slata
hwys, local roads, public
transit, pedestrian & bike
facililies, Jrade

separalion, TSM, TOM,
saundwall, inlermodal  —
facililies and safely
projecls.

Aboul $1,702.5 (1.2
billion} thru FY 2005

Forecast from LRTP
(10/97):

FY98 - §159.8
FYB9 - §184.6
Y

75% Regional Chaice
Projects are nominated
and programmed by the
MTA {county
commissions). The CTC
musl either adopt or reject
Ihe entire program.

Policies & Guidelines:
David Yala, Capital

Developmenl and

Programming

Long Range Forecast::
CTC and Caltrans

Programming:
Vic Kamhi
Capital Development &
Programming

Granis Managamaent
Brian Roudreau”
Capila! Development &
Rrogramming

Accounting:
William Henderson,
Contratler

Siate Gas Tax
{including
Proposition 111)

Replaced by CTIP on Jan 1,
1998

Tha state [uel 1ax is $0.18/gal

-,

Revenues are used to
support the SHOPP,
TSM. SLTPP,
Environmenial
Enhancemenl Program,
tha TCI Program, STA, &
the STIP. The STIPis
made up of flexibla
Congaslion Reliel, inlar-
Regional Roads, and
Relrofit Soundwall
Construction programs.
Base slale gas taxes and
Proposition 111 revenues
are also used as
subvenlions to counlies
and cilies.

Eligible uses also
include: Capacily
enhancing capital projects
(higlway & lixed guide-
way), capital rehabilitation
projects and soundwall.

Slatewide Paolicies &

" Guidelines developed by

CTC and Calirans,

HNol Applicable

Varies according to
program calegory:
SHOFPP - Callrans
TSM - MTA/Caltrans
SLTPP - Celtrans
EEM - CTC

TCI -MTA/CTC —
STA - MTA

IRR - Calirans
Soundwalls - Callrans®

* See defail below.

Policies & Guidelines:
David Yala, Capilal

Developmeni and

Programming

Long Range Forecast:
CTC and Caltrans

Programming:
MTA RTP&D

Grants Management
Brian Boudreau, Capital
Developmenl! &
Programming

Accounling:
William Henderson,
Conlrafler
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Jan 1, 1998

reduce or avoid congestion on
exisling streals, highways, and
rail systems that carry a
significanl portion of reglonal

traffic and goods. Funding for lhis
program is composad of stals and

federal gas lax ravenues.

FCRis Ihe only Stale
program thal can be used
to lund new Stata
highways or major
expansions ol axisting
State highways.

backbone arerials,
carpool lanes, and some
fixed guideway uses.

Beginning FY 687-08,

$778m in existing
prarammed funds thou
FYO03.

New lormula {unding
$424m thru FY05.
Plus

$100m in discretionary
funding.

of projecls

FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
N - GUIDELINES ($ Millions) SELECTION STAFF
STIP (State Transportation improvement Program}) FUNDS *
* CTIP wifl replace STIP effective January 1, 1998 )
Flexible Congestion Slatewide capilal pragram lor Highway and fixed FCR funds are targeled in | $0 MTA ranks the projects Policies & Guldelines:
Relief (FCR}) highway and lixed guideway gulideway capacity- lhe MTA Long Range through FY 96-87 and submits the list of David Yala
capacily Improvements. Tha enhancing projecls. Transportation Plan for rankings {o the CTC. Capilal Development and
‘Replaced by CTIP on purpose to the program is lo major gap closures, $175 CTC makes final selectlon Programming

Long Range Forecast::
Ron Smith, Long Range
Plan

Programming:

" Vic Kamhl, Programming

and Economic Analysis

Grants Managemenl:
Brian Boudreau, Grants

Management
Annual amounts fluctuale
’ due lo co. minimums and Aacounting:
discretionary amounts. _ William Henderson,
' Contraller
SHOPP Capital program used for slata Rehabilitation, operation, MTA only has $144.5 . Caltrans Distdct 7 Policies & Guidelines:
(Stata Highway highway rehabililation, operation and safely improvements | responsibilily for tracking {Four year total funding DavidYvala .

Operation and
Protection Program)

and salely impravements by
Callrans. Revenues used o

support program ara comprised of

slata and fedaral gas laxes.

ta ihe slala highway
syslemn.

" and lorecasting. Caltrans

is responsible for
programming the fund.

for LA Couni FY 199495
fo FY 1997-98.

Average of $36/year

FY98 §195m

Capital Development and
Programming -

Long Range Forecast::
Ron Smith, Long Range
Plan

Programming:
Vic Kamhi, Programming
and Economic Analysis

Grants Management:
Brian Boudreau, Grants
Management

_ Accounting:

William Henderson,
Conlroller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
~-GUIDELINES ($ Millions) SELECTION STAFF
Inter-Regional Road Maljor inter-regional highway Capacily-enhancing Caltrans davelops alt $.025 FY 94-05 25"(. Interregional: Polici.es & Guidelines:
System {IRR) Improvements on slate highways | highway improvements policies and guidelines. $258 FY 95-98 projects nominated by David Yale
and intercily rail. Administered by | administered by Callrans. | Al projects must be rural $0 FY 86-87 to 00-01 Callrans or MTA, selecled | Cepita! Development and
Callrans. Composed ol stale and _ | Composed of state and eligible routes. by the CTC. Programming
federal gas lax revenues. federal gas tax revenues. * Funding s deducted
Intercity. rail capital 60% (60% of the 25%) of from co. mins. Under Long Range Forecast::
improvements, the funds required to be FCR program Ron Smith, Long Range
B used for interregional Plan
roads or intercity rail
projects that ara outside Programming:
the baundaries of an Vic Kamhi, Pragramming
urbanized area with a and Economic Analysis
.. population of more than
50,000 and for inler cily Grants Management:
rail projects. A minimum Brian Boudreau, Grants
of 15% mus! be used for - Management
intercily rail. The
remaining 40% {40% of ' Accounling:
25%) can be lor projects Wifliam Henderson,
thal are needed lo ~ Controller
facititate interregional
movement ol peopla and
goods. Projects may \ .
include stale hwy, intescily
rail, mass lransil
gudieway, or grade -
separalion projects
[projects can be inside
; urbanized areas).
75% Regional Choice can
. ‘be used lor projecis
anywhere in tha county
. OTHER STATE FUNDS :
Traffic Systems TSM projecls are projects Freeway operation Caltrans TSM: Caltrans, Districl 7 in Policles & Guidelines:
- | Management {TSM) designed to make betler usa of improvements, HOV $0 through 96-97 coordinalion with MTA -David Yale
existing franspodtation rights-of- lanes, range melering, ~$22 beginning in FY 97-98 _ Capital Davelopment and
way. Revenues in lhis program traffic signal {TIP Call for Projects) Prcgramming v
are targeled for ready-to-ga TSM synchronizalion, peak State {STEA Match: ! .
projects on an annual basis. haur parking restriclions $6.5 Long Range Forecasi:
(signing and striping), bus Ron Smith, LRTP
A portion of TSM funds are used tumauts, loop detectors, Stalewide $40-60m
to malch federally-funded projecls | and changealle message annually competlive Programming:
allocated thraugh the TIP Call lor signs are some examples program, Vic Kamhl, Programming
Projacts. 4 of eligible TSM projecls. and Economic Analysis
’ ISTEA state malch is
Expires at end of FY 1998 provided for atl projects Granls Management:
Tlunded with STP and Brian Boudreau, Grants
CMAQ. Management
Accounting:
- William Henderson,
Controfler
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & r ANNUAL AMOUNT PROJECT RESPONSIBLE
GUIDELINES ($ Millions) SELECTION STAFF
Stale/Local Provides state funds 1o lecal Conslruction costs for: Daveloped by Caltrans. $4 annually {approx.} MTA Area Teams Policies & Guidelines:
-Transportalion agencies for construction of public roads, streels, Projects must be locally- David Yale
Partnership Program locally-funded highway and mass | highways and mass lundec_! and increase ) Local Jurisdiclions Capilal Development and
SLTPP Iransil guideway construction transil guideways, and capacily. exlend servica Programming ' -
( ) projects. Local entilias ara rehabilitalion projects lo new areas, or extend MTA Capital Development
reimbursed for a portion of the which extend the useful roadway life lor at least & Programming (TIP Leng Range Forecast::
conslruction casts for eligibla life or a roadway by al len years. Seclion) Ron Smith, Long Ranga
projects.” Aclual reimbursement least ten years. Plan
amounts depend upon the
number of eligible projacts that Only canstruction contract Programming;
have applied for SLTPP funding items are efigible lor Vic Kamhi, Programming
slatlewide during each annual SLTPP reimbursement. and Economic Analysis
funding cycle. Pastaward  *- Right-of-way and
amounts have vares from 8 to 22 | administrative costs are Gran's Management:
percent of project construction not eligibile. Brian Boudreau, Granls
cosls. i Management
Ends in FY 1848, Accounling:
William Henderson,
Conlroller
Environmental Raevenues avaitable for mitigalion | Projects eligible for To ba efigible, projects Funding eliminaled in FY Slate Resources Agency Palicies & Guidelines:
Enhancement & of tha negalive environmental lunding may include, but | musi be over and above 1096 Stale Dudget. ranks projects, CTC David Yale
Miligation (EEM) effects of transportation. are nol limited to tha any miligation required in selects final projects for Capital Developmenl and
loflowing: highway the environmental Approx. $10m slatewide funding. Programming
landscaping, the pravision | docunment for the w
of roadside recreational transpartation project. Long Range Forécasl:
appaoriunities, and projecls | The MTA coordinalas and Ron Smith, Long Range
lo mitigala the impact of promotes use of these Plan
proposed lransporiation funds in Los Angeles
facililies or to cnhance the | County. Programming:
environment. Vic Kamhi, Programming
Stalewide discretionary and Economic Analysis
program - No LA Co.
guaraniee or targels Grants Management:
- Brian Boudreau, Granls
Management
Accounting:
William Henderson,
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES |- POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
. GUIDELINES ($ Millions) SELECTION STAFF
Proposition 108 Rail Revenue generaled from Rail Capilal expendilures | The California $234.7 in prior years, MTA & Caltrans rank Policies & Guidelines:
Bonds ! fegistation authorizing the slaleto | as follows: Transportation projects and submit the David Yale
sell $1.0 billion In general Commission (CTC) Funds completely lisl of rankings to the Capilal Development and
obligation bonds in 1990. Acquisition of railroad decides which projects depleted now. CTC. Tha CTC makes Programming
. rights-cl-way, conslructing | should be funded on a tha final selection of
rail facilities, acquiring priority basis. The projects. Long Range Forecast::
rolling stock or rail projects inctude thosa Ron Smith, Long Range
- vehicles lor intercily rail, proposed by Caltrans and Plan
commuter rail and rail by local and regional
ransit programs. agencies. Tha selecled Programming:

Uses are eligible under
FCR program

projects are scheduled in
the 7-year STIP adopled
by the CTC. 15% of the
revenue must be spend
for intercity rail purposas.
These funds must be
allocated among projects
in eligible intercity rail

, corridors, based upon the

relalive population served
by each corridor.

Vic Kamhl, Pragramming
and Economic Analysis

Grants Management:
Brian Boudreau, Grants
Management

Accounting:
William Henderson,
Conlrolter

Proposition 116 Rail
Honds

Revenue generated form the slata
sale of $1.99 billion in general
obligalion bonds.

Rail Capital slalewide:
$1033M for commuter and
interclty rail projects.
$728M lor urban rail
transil and local projects.
$229M for other rail
projects.

Funds are to ba used for
rail systems. public mass
lransit guideways,
paratransil vehicles,
bicyclas and ferry
facilities, and a railroad
lechnatogy mussum. The
Bond funds are allocated
by the CTC lo state and
local agencies according
to a grants process sel up
by Ihe measure. This
program will require some
malching funds from local
enlities. 20% of tha
revenue would be given lo
Caltrans, & 80% lo
specific local government
agencies. The measure
identifies the eligible
projects and their funding
level for the entire amaunt
of the bond measure.

$20
Eunds completely
deplaied now.

Specified in Prop. 116
state legislation.

MTA Area Teams

Commuter and Intercity
Rail.

Policies & Guidelines;
David Yala

Capilal Development and

Programming

Long Range Forecast:;
Ron Smith, Long Range
Plan

Programming:
Vic Kamhi, Programming
and Ecaonomic Analysis

Grants Management:
Brian Boudreau, Granls
Management

Accounting:
wiliiam Henderson,
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & *ANNUAL AMOUNT PROJECT RESPONSIBLE
™ GUIDELINES ($ Millions) SELECTION STAFF
Transit Capital Annual state program funded by Eligible project include Counties lhat apply for the | Program over except for | CTC — Slalewids Policles & Guidelines:
Improvement (TCI) CTC wilh Transportation, _ abandoned r.a.ilroad right- proqram mu§l submil previculsy funded David Yale
Program Planning & Devplopmenl (TPAD) of-waylacgmsnllon_ b,Js R'eglon'al Guideway projecis MTA ~ LA County Capital Development and
account and Arlicle XIX {state gas | rehabilitation, exclusive Financial Plan which Programming
tax ) funds. public mass transit Includes projects lor
guideways and rolling which funding is Long Range Forecast::
stock, grade separation, requested, Funding Ron Smith, Long Range
intermodal transfer requesied is not lo exceed . Plan
slalions, ferry vessels & 50% of non-federal
lerminals, and shorl-line portion of total project Programming:
railroad rehabilitation. cosl. Vie Kamhl, Programming
and Economic Analysls
Grants Management:
) Brian Boudreau, Granls
Management
! Accounting:
-~ William Henderson,
. Conlroller
Arlicle XiX Guideway Revenues generaled from the Rail Transit Capital Funds are allocated at ‘Previously funded MTA Policies & Guidelines:
Funds stale gas tax. Arlicle XIX of the Projects CTC discretion and can under TCl and FCR David Yale
California State Conslitution only be allocated lo Capital Development and
allows gas lax lo be used for counlies which have Now funded through CTIP Programming -
public mass transit fixed approved, by vole,
guideway Systems {rail transit Proposilion 5. Long Ranga Forecast::
capilal projects); if voters of Ron Smith, Long Ranpgae
counly enact Prop. 5, which Plan
allows that use.
Programming:
Vic Kamhi, Programming
and Economic Analysis
Grants Management:
< Bran Boudreau, Grants
Management ... '
Accounting:
William Henderson,
Controtler
'
]
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FUND SOURCE . DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
, GUIDELINES ($ Millions) SELECTION STAFF
Alr Quality Vehicle AB 27€8 authorizes Alr Quality Bus/RailHighway 40% of revenues $39 Cilies and Counlies Policies & Guidelines:
Regisiralion Fea Management Districl (o impose distributed lo . Frank Flores,
§4 annual vehicle registration fea. cilies/counties in the Capilal Development and
District on the basis of a Programming
share of the population. N
Long Range Forecast:,
30% of revenues used by SCAQMD Programming:
the District for programs Doug Kim,
that reduce pollution from Countywide Planning
vehicles and for studies
h needed to Implement the Grants Management:
Clean Air Act. Brian Boudreau,
‘- Grants Management

30% of revenues MSRC —- -
distribuled al the (Mobile Source Air
discrelion of (he Mobile Pollution Reduction
Source Pallution Commitlee)
Reduclion Review
Committee for programis
that reduce air pollulion.

State Gas Tax and These funds are direcily For street and highway In order for the cities to FYa7 $267 m/yr statewide | Projects are chosen by Cities and counly.

Motor Vehicle Fea
Subventions - '

Sections 2105, 2106,
2107, 2107.5

disbursed lo the clties »lrom lha

stale.

projects only ~ increase
capacily, rapaving,
busways. Nol lo
purchase transil vehicles

get these subvention
funds the city musl be in
conformance with
Conpgestion Managerment’
Plan (CMP) requirements.

The only bearing the MTA
has on these subventions
is that the MTA certifies
‘Ihe cities CMPs. [l the
MTA does nol certily the
CMP than the
subivenlions will not be
transferred lo the cily.

$86m is subject ta CMP
conformily.

clties and county

State PUC Grade
Separatlon Project
Fund

The tund pravides 80% of the
cost to modify an existing
raitroadiroadway crossing (by
grade separation, relocation or
other means); the railroad pays
10%, and the focal jurisdiclion
{applicant) pays 10%. The fund
provides 50% of the cost of grada
separaling a new rail'roadway
ctossing. The local jurdsdiction is
responsible for paying the
remaining 50% {the railroad is not
required to pay any of the local
share, but tha focal Jurisdiction
can seek some or all af this share
from tha rail road if it chooses),

Rail grade separalions.

Applications are made to
the Catifornia Public
Utitities Comunission
{CPUIC), which applies a
formuta lo rank projecls in
priarity order.

About $15 miyr statewide

Projects are chosen by
cilies and counly

Vehicle volume and
number of lrainivehicle
accidents with Injurles are
the principal prioritization
critieria.

Cities and county.

‘
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FUND SOURCE . DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT - RESPONSIBLE
’ GUIDELINES ($ Millions) SELECTION STAFF
Highway Bridge ISTEA (lederal) funds Bridges PROJECT Unlil the seismic relrofit Saismic refrofil projects Caltrans
Rehabititation and administered by Caltrans with TYPE(FED/LOCAL requirements stabllize, have had Lhe highesl
Replacement {HBRR) varying local malch requirements, SHARE): Callrans sources are priority in recent years,
p depending on project lype. unabla lo provide an. claiming most of the
Program Seismic Retro

(BB SI%I1.47%)

Replacement Proj(B0%/20%)
Rehab. Proj (80%/20%)
Bridge Painling {88.53/11.47)

annual HBRR Program
fund estimate for planning
purposes.

available HBRR funding.
The remainder of the
funding is allocaled to
olher elgible projects on a
first coma first served

Low Waler crossing(B0/20) basis. Applications are
Barrier Rail made to Caltrans Disl. 7
Replace(B8.53/11.47) office, which lorwards
. g?:gc:::rﬁgg?;m them lo Sacramenlo for
approval.
" Stale Infrastructure The Federal Highway Because projects must Rather than making direct Callrans does nol inlend MTA,SCAG, Policies & Guidelines:

Bank
(SIB)Transpaorlation
Finance Banks (TFB)

Adminisiration {FHWA) recently
selecled California to be ona of
ten slatas (o parlicipate in ils
Stale Inlrasiruclure Bank (S1B)
pilot program. Participaling slates
are aulhworized to creato a SIB
that uses federal lransporialion
funds to provide financial
assislance for public and private
transportation projects. The
FHWA believes that SiBs can
lacilitate increased privata and
public investmant in
lransportalion facilities, without
Increasing lransportalion taxes,

A siale will begin by deposiling
federal transportation funds, and
oplionally state funds as well, in
its bank, The bank will then
provida loans or other financial
rassislance, such as loan
guarantees, to transportalion
projects that generala revenues.
In order 1o complete linancing for
the projects, davelopers can then
seek additional funding from
privale lenders or through the
slate’s traditional Iransporlalion
funding process. As tha
transportalion projecls begin
operalion and generale ravenues,
their operalors will repay Ihe SI1B
loan, along wilh interest and/or
fees. Tha S18 will then “recycle®
these funds into assislance for
other projects, thus allowing a

, felatively small amount of funds lo
support a much larger amount of
projects.

generata revenue {0 repay
SIB and othor loans, only
certain types of projects
will bo eligible for
assislance. Public or
private toll roads, 1zil and
other transil projects, and
park-and-ride lots could
be candidatas for SIB

financing, because such

projects can penerate
revenue from user lees.
Even nontoll roads could
benefit from SI8 funding
in special cases., if future
dedicated revenues, such
as devoloper fees and
tanes, are available for
repayment ol SIB loans.
However, SIBs will not
benefil tradilionat typas of
projects, including mosl
projects in Ihe State
Transporlation
Impravement Program.
This is because lraditional
projects are financed from
current {ransportalion
revenues and da nol
generate dedicaled
revenues when in
operation,

-

loans as other SIBs will
do, the TFB will instead
guarantee loans received
by profecl developers
from commetrcial banks
and olher private lenders.
This approach has the
advantage of allowing the
TFB to operato wilhout
cash in the bank, thus
yielding even greater
leverage compared to
other SIBs thal require

cash in order to provide

direct loans.

Applicanis will be reguired
lo pul up $100,000 wilh
$10,000 non-refundable.
The fee will be used lo
dafray bank expenses In
processing the
application. Any
unexpended expenses
over $10,000 will ba!
refunded to the applicant.

la deposil any cash In lhe
TFB. Inslead, the TFB will
be funded wilh a $100
millian credit thal can, if
necessary, be radeemed
from Calilarnia's future
allotinents of federal
transportation funds.

Caltrans,CTC, Califomla
Economic Development
Finance Authorily
(CEDFA)

Raquirements:

3rd party cedification of
projectad ravenue flow
sufficlent to establish a
minimum of a 1.15x debl
service coverage on all
bank insured debl.

Milgation of construclion
cost risk by vitue of a
design build or lixed price
procurement conlracl and
litigation opinion by
counsel.

The review and
recommendation for
approval by tha
compelent 3rd party of a
financial plan for each
project applicaition.

Approval of the project by
relevard MPO/RTPA and
placemenl in the Reglonal
Transporialion Plan.

Frank Flores,
Capital Davalopmeani and
Programming

Lbng Ranga Forecasl::
Ron Smith, Long Range

Plan =

Programming:

David Yale / Vic Kamhl,
Programming and
Economic Analysis

Grants Management:
Brian Boudreau, Granis
Managamant

Accounting:
William Henderson,
Controller

.
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FUND SOURCE
. .

DESCRIPTION

ELIGIBLE USES

POLICIES &
GUIDELINES

ANNUAL AMOUNT
($ Millions)

PROJECTY
SELECTION

RESPONSIBLE
STAFF

FEDERAL HIGHWAY ADNISTRATION (FFWA)

MRy,
Eicy e

Federal Highway
Demonstration Funds

Federally-authorized funding for
projecls dasignated in the 1991
ISTEA.

May ba used for project
developmanl, right-of-way
and canslruction for
projects designated in the
ISTEA.

Must lotlow stata
guidelines for
reimbursement of project
expenses from lhe Slate
Highway Account. No
direct MTA involvement is

FY 84-85 $14.06 -
Fy §5-96 $21.75
FY 96-97 $12.48

Projects selecled by
Congress when the 1991
{STEA was enacled.

Congressional Earmarks:
Inlergovemmental
Relalions

Grants Management:
Brian Boudreau,

. necessary. Grants Management
nghways of National Federal Highway program All capital highway uses Programmed by the CTC To be delermined. Projects selected through Programming:
Significance (NHS) administered by Callrans for “- on lhe eligible system. through the STIP process. | Included in CTIP funding the STIP and SHOPP David Yale,
Highways of Nalional tevel. programs by the CTC, Programming and
Significance, to be determined by Caltrans and the MTA. Economic Analysis
the Melropolitan Planning See STIP section for
Organization. process.

Congestion Mitigalion & | Program designed to fund Typical projects include: To be determined. Funds MTA RTP&D Palicies & Guidelines:

Air Qualily Program
(CMAQ) -

projects Ihal contribule to Ihe
altainment ol national ambient air

public transit
improvements, high

are to be distibuted
through the State

Forecasl from LRTP
(10/97):

TIP Call for Projects -

Frank Flores,
Capital Davelopmen! and

quality standards wilh a focus on occupancy vehicle lanas, Highway Accaunl by Programming
ozone and carbon monaxide. employer-based Caltrans. FY98 - $48.1
Projects in this program must be transportation FY99 -$49.8 Lopg Ranga Forecast:
consistent with a Sate management plans and Ron Smith, Long Range
Implementation Plan (SIP) that incentives, traffic flow Plan
has been approved pursuant lo Improvement programs,
the Clean Air Acl. Funds may not | fringe parking facilities Programming:
be grovided for projecls which servicing multiple Davld Yala, Programming
result in construction of new occupancy vehicles, and Economic Analysis
capacity available 10 single shared-rida services, and ’ '
occupani vehicles.: bicycle and pedestrian “ Grants Management:
facililies. Brian Boudreau, Grants
~ Managamenl
N
Accaunling:
William Handerson,
Controller
L]
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POLICIES &

FUND SOURCE DESCRIPTION ELIGIBLE USES ANNUAL AMOUNT PROJECT RESPONSIBLE
GUIDELINES {$ Millions) SELECTION STAFF
Surface Transportation | A transpodation program Construction, See Below, See Below. Seea Below. See Below.
Program adminislerad by the Federal. reconstruclion,
Highway Administration and rehabililation, resurfacing, Included in $SB45 CTIP funded in CTIP
Calirans. Funds can be used for | resloration and lunding levels.
any roads or highways which are operalional improvements
nol funclionally classified as local | for highways (including
or rural minar colleclors. interstale highways and Forecast from LRTP
bridges). capital cosis lar (10/97):
ISTEA legislation requires states transit projects eligible for
to distribute STP funds in the assistance under the FY94-$76.5
following manner: Federat Transit Act and FYo9-$77.6
publicly-owned intracily or
10% - Safely construclion Intercity bus lerminals and
10% - Transportalion facililies, carpool projecls,
Enhancement Activities fringe’ and corridor parking
50% - Regional STP, STP 110% facitities, bicycle and
guaraniea program, and rural pedestrian walkways,
areas guaranteed relurn highway and lransil safely
30% - State discrelionary. improvement & programs. \
Transporlation .
Enhancement Aclivities
are also eligible uses for . pl
STP lunds. ‘ !
Regional Surface Portion of STP funds which are Caonstruction, MTA allocales RSTP Forecast from LRTP MTA RTP&D Policies & Guidelines:
Transportation Program | programmed by the MTA as LA reconstruction, funds lo eligible prajecls ~ | (10197): Frank Flores,
(RSTP) County's Regional Transporiation ] rehabilitation, resurfacing, based on inclusion in the TIP Call for Projects Capilal Development and
Agency. restoration and tong Range Plan and FY98 - (35086) Programming
operalional improvements | lhrough the competitive Fyeg- 382
for highways (including TIP Call for Projects Lang Range Forecast::
Inlerstate highways and process. Ron Smith, Long Ranga
bridges), capital cosls for Plan
transit projects eligible for
assistance under Ihe Programming:

Federal Transil Acl and
publicly-owned intracity or
intercity bus terminals and
facilities, carpool projects,
tringe and corridor parking
facilities, bicycle and
pedestian walkways,
highway and transit salety
improvemenl & programs.
Transpartation
Enhancemenl Aclivilles
are also eligibla uses for
STP funds.

David Yale, Programming
and Economic Analysis

Grants Management:
Brian Boudreau, Granls

Managemenl,

And MTA Area Teams

Accounling:
William Henderson,
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT" RESPQONSIBLE
’ ’ ) GUIDELINES ($ Millions}) SELECTION STAFF
Susface Transporiation | Includes the 110% Guarantee Construclion, Callrans establishes $31.7 - STPL Local jurisdictions. Policies & Guidelines:
Program Local (STPL) Program and Rural Area reconstruclion, paticies and guidelines. $1.2 - Rural Areas Frank Flores,
Guaranleed Retum Program. rehatilitation, resurfacing, | The MTA includes all Capital Development and
This is the porlion of STP funds resloration and STPL-funded projects in Programming
which is allocated by population operalional impravements | the RTIP. '
10 each of tha cities in the Caunly | for highways (including Forecast from LRTP Long Ranga Forecast:
! and 1o the County of Los Angelas. | interslata highways and (10/97): Ron Smith, Long Range
bridges}, capital cosls for Plan
Iransil projects eligible lor Fy9s - $31.7
assislance under the FY09 - $31.7 Programming:
Federal Transil Acl and David Yale, Programming
publicly-owned intracity ar 3 and Economic Analysis
O intercity bus terminals and
: " facilities, carpoo! projecls, Grants Management:
fringe and corridor parking Brian Boudreau, Granls
facilities, bicycle and Manegement,
pedestrian walkways, And MTA Area Teams
highway and transit safety
improvement & programs. Accounling:
William Henderson,
Controller
Transportation 10% of STP funds Is reserved lor Projec!s eligible for TEA Caltrans and the CTC Forecast from LRTP MTA ranks projects in ha Palicies & Guidelines:
Enhancement Aclivitles | the TEA program. This program funds include: Pedestrdan | eslablished policies and (1097} . TIP Call for Projects. Frank Flores,
(TEA) funds the design end construction { facililies; acquisition of guidelines for Ihe TEA ! Capital Developmeni and
of improvemenls which beaulify scenic or hisloric sites or program. FYos - $0 Selected projects must Programming
or enhanca the interface botween easement; lunding ol FY89-$8.3 then cormpata at the slale
transporiation systems and scenic or historic highway lavel for funding Long Range Forecast::
adjacenl communities. programs; archaaological cormmitments from the Ron Smilh, Long Range
ptanning and research; CTC. Projects ara Plan
landscaping and other programmed through the
scenlc beautificalion; STIP process. Programming:
rehabililation and David Yale, Programming
operalion of historic and Economic Analysis
s Iransporiation buildings, '
slructures, or facililies; Granls Managemenl;
acquisilion ol abandaned Brian Boudreau, Grants
rail righls-cf-way for public Management,
use; control of or removal ; And MTA Area Teams
of outdoor adverlising; '
and the miligation of water Accounting:
pollution due to highway William Henderson,
. run-off, 3 Controller
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i:UND SOURCE DESCRIPTION" ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT
' GUIDELINES ($ Millions) SELECTION STAFF ~
Surface Transportation 30% portidn of STP funds which Sea FCR and SHOPP Setby CTC $51.5 (varias) CTC Ihrough the STIP Policies & Guidelines:
is retained for the state lo use al above. Frank Flares,

Program - State

its discretion. Funds flow inlo
FCR and other stale programs.

N

process.

Capital Development and
Programming

Lang Range Forecasl:;
Ron Smith, Long Range
Plan

Programeming:
David Yale, Programming
and Economic Analysis

Grants Management:
Brian Boudreau, Grants
Managemenl,

Accounting:
Witliam Henderson,
! Controllar

FEDERAL TRANSIT ADMINISTRATION (FTA)

Seclion 5309 (3)
Rail New Starts

Funds come from a mass transit
fund, generated by one cent of
the 9-cent federal gas tax.

Funds ara used for rail
transit capital
improvements.

Developed by FTA. Full
fuinding grant agreements
negotiated by MTA with
FTA.

$1753
Forecast from LRTP
(10/97).

Froa - $69 5
FYD9 - 8995

Capilal Development and
Programming

Palicias & Guidelines:
Frank Flores,

Capilal Devetopmeni and

Programming

Long Range Forecast:
Ron Smith, Long Range
Plan

Programming:
David Yale, Programming
and Economic Analysis

Granls Management;
Brian Boudreau, Grants
Management,

Accounliﬁg:
William Hendersan,
Controller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT RESPONSIBLE
GUIDELINES {$ Millions) SELECTION STAFF
Section 5309 (3) Fixed Fixed guideway modernization Funds can be used for Developed by FTA. Full $4.7 Capital Development and | Policies & Guidelines:
Guldeway tunds are allocated by formula in fixed guldeway lransit funding grant agreements Programming through Frank Flores,
Modernization Seclion 3 of the Federal Transil capital improvements on negotlated by MTA with MTA Capital Budgel. Capital Davelopment and
Act. The formula is based on the lines which have been in FTA. Pragramming b2
number of mifes of existing fixed opaeration lor at least 2 )
guideways (busways or railways) years, Long Range Forecast::
and passenges miles lraveled in Ron Smith, Long Range
Ihe urbanized area. A fixed Plan
guideway must be operaling for 7 )
years before it can begin o Programming and Granls
recelva allocations. MTAs Management:
allpcations will increase Brian Boudreav, Grants
dramatically when the Long " Management,
Beach Blue Line begins receiving —
allocations in 1898. Accounting:
William Henderson,
Controller
Section 5307 (9) Funds appropriated by Congress Funds use resiricted lo Nalicnal guidelines and $86 Capital Davelopment and Policies & Guidelines:

Capital

from General Funds.

Bus and Rail capital and
operaling expenses, with
a limit on the amounl thal
can be spent for
operalions. Funds are
ellocaled on a lormula
basis lo each urbanized
area in the nation,

formula allocation
developed by FTA.

Planning.

Short Range Translt Plan

Frank Floras,
Capital Development and
Pmgramming

Lang Ranga Forecast:
Ron Smilh, Lang Ranga
Plan

Programming:
David Yala, Programming
and Economic Analysis

Grants Managemenl:
Brian Boudreau, Grants
Management,

Accounting:
William Hendersan,
Conlroller
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FUND SOURCE DESCRIPTION ELIGIBLE USES POLICIES & ANNUAL AMOUNT PROJECT . RESPONSIBLE
’ GUIDELINES {$ Milllons}) SELECTION STAFF
Section 5307 (9) Funds apprbprialed by Congrass Funds usa restricted to National guidelines and $455 MTA sﬁare allocated by Policias & Guidelines:
Operating form General Funds. Bus and Rail capital and formula allocation bus operations formula, Frank Flores,

“preventative

developed by FTA.

Capital Development and

maintenance™ expenses Shorl Range Transit Plan. | Programming
and, operations. Funds B
are allocated on a lormuta Long Range Forecast::
basis to each urbanized Ron Smilh, Long Range
area in tha nalion. Plan
Programming:
David Yale, Programming
. and Ecanomic Analysis
- Grants Management;
Brian Boudreau, Grants
Management,
Accounting:
William Henderson,
. Controller
Section 5310 [16 (b){2)] | Funds purchase of paratransil FTA pays 80% of tha National Guidelines $5 available stalewids. MTA Countywide Policies & Guidelines:
vehicles by privale non-profil vehicte cosl; the social developed by FTA. Slale Planning Frank Flores,
- agencias. sarvica agency pays 20% | Guidelines developed by MTA shars expecled lo be Capital Development and
of the cast. Caltrans. Local $01o $1. Programming
guidelines daveloped by -
MTA. Long Range Forecast;, and
Progremming:
\ Chip Hazen
- Grants Management:
Brian Boudreau, Granls
Management,
- Accounting:
William Hendarsan,
Caniroller
Section 5311 (18) Funds are allocated on a lormula | Funds use restricted to Nalional guidelines MTA Area Teams Palicies & Guidelines:
basis lo each rural area in Ihe bus and rail capital and developed by FTA, Siate Frank Flores,
nation. Seclian 18 funds are for operaling expanses, wilh guldelines devetoped by , Caplial Davelopment and
rural areas only. a limit on the armount that Caltrans. Lacal Programming
can ba spenl on guidelines devefoped by
operations. MTA Long Range Forecast::
Ron Smith, Long Range
A new requirement is that Economic Analysis
a State must use 5% of
e funds il receives in FY Programming:
1992, 10% in FY 1943, David Yale, Programming
and 15% in FY 1994 for & Economic Analysis
inlercily bus secvice
prajects, unless tha State Accounting:
cerlifies that intercity bus William Henderson,
needs have been met, Conlroller
. !
CAC Drive documents\und mirx\-mirx-restrcl-pin.doc 04/24/98 2:04 PM Page.F29 .
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APPENDIXG J
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SPECIAL BOARD MEETING
( Jaruary 14, 1998

SUBJE_CT:I SUSPENSION OF CONSTRUCTION OF THE

EASTSIDE AND MID-CITY EXTENSIONS
OF THE METRO RED LINE AND PASADENA
BLUE LINE

ACTION: AUTHORIZE THE CEO TO SUSPEND EASTSIDE

AND MID-CITY EXTENSIONS OF THE METRO
RED LINE AND PASADENA BLUE LINE
PROJECTS AND IMPLEMENT A
DEMOBILIZATION PLAN

RECOMMENDATION

Authorize the CEO to:

1.

[§9)

)

BACKGROUND

Suspend the East Side Extension of the Meto Red Line Project and

Implement the Demobilization Plan (Attachment A).

Suspend the Pasadena Blue Line Project and Implement the De'noblhzanon
Plan {Attachment B).

Suspend the Mid-Cirv Extension of the Metro Red Line Project and
[mplement the Demobilizaunon Plan (Attachment C).

'

In December 1997, the CEO presented a re-forecast FY '1997-98 Capirai Budget
and Six Year Captial Plan which demonstrated that the MTA’s financial
condition could not sustain the rail construction program on its present schedule.
[n addiuon, the CEQ discussed the severe swains added rail projects would have
on the management team. Based on these proclems the CEO advised the Board
that he would recommend suspensioﬁ‘of new development actvity on the -
Eastside and Mid-City Extensions of the Mewo Red Line and the Pasadena Blue
Line.

The propesed plan is for an orderiy demobilization to conserve the large
investment on the thres projects. Staff corisuited with the Tunnel Advisory Panel
to determine appropriate cut otf points for design work. The three Panel

members advised that - uomoleteu" design work should have 4 “shelf life” of 12

to <38 months, deoe"idmc on the avzulablhtv of the original design team. Shelf
life is dedned as the “period of ime oeyond which a major redesign by a new



’

design team would be necessary with significant cost impacts.” In order to achieve this
shelf life the Panel stated that “it is imperative that the project is shelved in some form of “
completeness, preferably signed and sealed by the responsible engineers.” Construction
Division staff was instructed to prepare a design demobilization plan to achieve this

condition with a minimum incremental expenditure. In addition to suspension of design
work, each department responsible for work on the suspended projects prepared a _
demobilization plan. The requirement was to wind down project activity as quickly as !
possible, while making adequate provision for preservation of the agency’s investment.

BUDGET IMPACT

The forecasted budget of $65.68 M associated with this proposed suspension represents a
reduction from the reforecast Capital Budget adopted by the Board in December of 1997.
The reforecast budget, in turn, represented a substantial reduction in capital outlays from
those costs approved by the Board in the FY 98-99 Capital Budget. The chart below
more fully sets forth these costs:

-

(S millions)-. Actual & Costs to. Extraordinary Reforecast | Dec'97 Adopted-FY
Accrued Complete Work. Coststo - Budget Reforecast  97-98 Capitai
Expenditures {dentified in Demobilize Assuming - Capital Budget.
through Demobilization Demcbilization: Budget

11598 Plan?

s 7
Sastsige’ $21.70 SiL.9 S1.01 $34.61 S3d3 S 145.9
Pasadena BL 15.60 11.16 217 28.93 4.9 76.3
Mid-City 18 Al 1.35 24 21 7.6
Toral: 537.48 52317 $5.03 563.68 $81.3 512298

‘“Includes projected costs refated to the suspended projects, including costs in FY 98-99
which will be accrued and capitalized in the current fiscal year.

The Demobilizaton Budgert does not include any préservation and maintenance expenses
for the sealed design packages, emploves severance costs or real estate management and
maintenance or other agency costs relared to these projects once they are fully
suspended. Any such costs will be considered in connection with the development of the
agency budget for FY 99. :

ALTERNATIVES CONSIDERED

During the preparaton of the Six Year Capital Plan, staff developed a matrix of
development options for the three rail projects. Alternatives included extended
construction schedules. various funding assumptions and different alignment options
(including eliminaton of the Little Tokyo/Ars District station and termination of the
Pasadena Blue Line at Del Mar). Each combination of alternatives was ¢xamined to -
determine an optimal financial and development mix. After extensive analyses, the CEO
determined that none of the options would satisfy the FTA’s requirements that the
agency’s financial and managerial probiems be fully resolved before funding could



resume. The agency’s unresolved structural operating and capltal deficit problem was
also considered in rejecting any pa.rtlal suspension.

The CEO also considered final termination of the rail projects {other than the Hollywood
and North Hollywood extensions of the Metro Red Line) rather than suspension. This
alternative was rejected because the CEO plans to present a new cost/benefit analyses to
the Board before a decision is made to resume construction or terminate any of these

projects.
RISK FACTORS

Suspension of these rail projects could lead to the deprogrammiing/decbligation of the
existing federal and state capital funding for these projects. However, the CEQ has had
encouraging conversations with the FTA, the U.S. DOT and the CTC about retaining the
programmed funding. While there is no guarantes that programmed funding will be
retained, the CEQ will direct efforts at the local, state and federal level to maintain the
agency’s options with respect to the amount and application of funding.

QMXS\‘Q&\L

ALLAN LIPSKY
Deputy Chief E*cecuuve Ofﬁcer

Attachments
ACL:jm.a\spbrdrept
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Attachment A

EASTSIDE EXTENSION DEMOBILIZATION PLAN

Design

Final design of the “Facility” element of the ESE will be completed under the
existing CW047 issued to EMC. The Facility design is for the tunnels and Little
Tokyo/Arts District, 1* & Boyle, Cesar Chavez/Soto & 1™ and Lorena stations.
The University of Illinois study will be completed to support changes in the
tunnel liner design to reduce future construction costs. Plans and specifications
for the completed facility work will be signed and sealed by the EMC.

Design Demobilization Budget
Estimated Cost to Complete:

~

Construction

Since there is no active facilities construction on the Eastside Extension no
construction demobilization is required. However, environmental remediation
which includes assesstnent of buildings for environmental contaminants and
remediation of any hazardous material will be completed. Intemational
Technology Corporation is currently providing these scnic\es. In addition, there
is one active demolition contract covering the remaining eighteen MT.A owned
parceis. Costs to complete dernolition are budgeted. A budget is also required to

- store special trackwork acquired for the project.

Constmuction Demobilization Budget
Estimated Cost to Complete:

Construction Management/Other Professional Services

There are three professional services firms working on the ESE. Fluor Danief,
Inc. performs limited construction management services including
constructability review and Resident Engineering services for demoiition
activities. FDI will continue to provide these services unul final project
demobilization in July, 1998. No expenses under FDI’s contract are budgeted
thereafter. LXG provides document conwol; its work is also expected to end in

. July, 1998. Enviro Rail provides environmeatal engineering services. It will

complete its work when design is sealed in June,

hY

CM/Professional Services Demobilization Budget
Estimated Cost to Complete:

G-4

51,812,000

51,337,000

51,063,000



Utility/Force Accounts ( '
Only semces required to complete final design wﬂl be authorized. Expenditures

in this category include payments for support from third parties such as the City
of L.A. DWP, Bureau of Street Lighting, LADOT and CaiTrans.

Utility/Force Account Demobilization Budget
r Estimated Cost to Complete: $300,000

MTA Construction Division Administration

Construction Division staff assigned to the ESE work currently consists of 18
FTE’s. The Construction Division plans to reduce staff monthly as work is
completed and to be fully demobilized by September, 1998

Administration Demobilization Budget
Estimated Cost to Complete: 52,813,000

Real Estate b
Twenry-one parcels have been acquired and 107 relocations have been
completed. Currently ‘one parcel is in escrow and 21 relocations are underway.
There are three orfers made that have not been accepted and one accepted offer
awaiting final payment. | The Demobilization Plan is to complete acquisition of
the parcels with outstanding offers 10 avoid inverse condemnation liability. All
buildings scheduled for demounon will be demolished and the land will be
maintained by Facilites \/IamtenanC° Untl demolition 1s completed 16 hour
security will remain in exfect There are currently 10.3 FTEs assigned to the
Eastside Extension. Upon suspension, the FTEs will be reducead to 3 in order to
compiete the work d15cussed above.

§

Real Estate Demobilization Budget
Estimated Cost to Complete:

5 FTEs $250,000

Property Acquisitions 1,412,000
Estimated C{mderr'malion Costs 1,440,000
Facilities Maintenance 55,000

| Total 33,157,000

t
Procurement _
The Procurement Deparqnent currently has 8.5 FTEs assigned to work on ESE
conrracts. The demobilization plan is o reduce the number of FTEs to 2 by July

G-5
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1998 and to continue staffing at that level through June 1999 to cornplete
contract close-outs. There is one CWO which will not be completed and may
require a settlement payment to terminate. The Procurement Deparunent
estimates the approximate settlement payment hablhty to be a maximum of

$500,000

Procurement Demobilization Budget
Estimated Cost to Complete:

Department Administration 51,420,000

Contract Terminations 500,000
Total § 1,920,000

Svstems Contacts

The agency has outstanding contractual commitments for matenals and
equipment of approximately $4,700,000 of which $400,000 has been expended. .
Sheould the MTA determine that cancellation of the remaining commitments is in
its best interest, it is estimated that the termination costs would not sxceed 12%
of the remaining cost commitment of $4,300,000, which is $516,000.

N

Svstems Contracts Demobilization Budget
Estimated Cost to Complete: $516,000

Note:

Thls Demobilization Budget does not include the cost of closeout audits and agency overhead
costs of ancillary support departments. Additional demobilization related costs may be
identified such as office spacs leases for professional service consultants, legal costs associated
with ongoing litigation, and any claims which may arise as a result of this action. Should they
arise, these costs will be considered in connection with the deveiopment of the FY 99 budget.

ey

No costs associated with rail vehicles on order have been factored into this esumated budget.

G-6
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Attachment B

PASADENA BLUE LI.NE DEMOBILIZATION PLAN

Design J

All design activity will be terminated immediately, except for the design related
to four line segment contracts: C6390 Chinatown Aerial, C6420 L.A. River to
Arroyo Seco, C6440 Arroyo Seco to Del Mar and 6450 Del Mar to Memorial
Park. Each of these design contracts is at, or beyond, the 85% completion stage
under fixed price contracts with the respective Section Designers. The design of
these four line segments will be continued to completion. Signed and sealed
packages ready for bidding will be stored. All other design work will-be
discontinued and staff and consuitants will document the status and what is
required for completion prior to storage.

Design Demobilization Budgert
Estimated Cost to Complete:

Section Designer (Fixed) $990,000
EMC (Esumated) 1,846,000
Totai  $2.836,000

Construction

Construction activiry will cease on completion of punch list items and all in-
procass third party work orders for the only active construction contract, C6435
Bridge Retrofit.

Constuction Demobilization Budget
Cost to Complete: $900,000

Construction Management/Other Professional Services

The CM Consultant, MTC, will provide basic construction management services
including final constructability reviews on the four line section contract
packages, monitoring punch list completion, performance of close out activities
on contract 6435, monitoring Third Party Work Order activities, and continued
support of Projest Control and reporting requirements. Other professional
services include document control provided by LKG, program management
support by Fluor Daniel Inc. and snvironmental services by Tewra Tech. These
addinional services will be compieted by June 1998.



CM Demobilization Budget

Cost to Complete: 51,840,000 -

.. Utility/Force Accounts .
Utility relocations already in progress and other Third Party Activities to support
demobilization efforts, such as the completion of the four line segment designs,
must be funded to completion. No new Third Party or utility relocanon work
will begin following suspension.
Utlity/Force Account Demobilization
Estimated Budget Cost to Complete: $ 1,950,000

t
MTA Construction Division Administration
Consouction Division staff assigned to PBL work currently consists of 16 FTEs.
The Construction Dmsmn plans to ‘reduce staff monthly as work is completed '
and to be fully demoblhzed by September 1998.

I Administration Demobiiization Budget
Estimated Cost to Complete: S 2,424,000

Real Estate
Twenry-four parcels have been acquired and 14 relocations completed.
Currently there are no active acquisttions or relocations pending. There are nine
vacant lots, two vacant easement areas, two MTA occupied buildings, six leased
residential bulldmos and 2 leased commercial buildings. The Demobilization
Plan is to continue 10 lease the occupied properties and have Facilities
Maintenance maintain the vacant properties. Security has not been a problem for
the MTA owned parcels 'Currently 4.5 FTEs are assigned to the PBL. Upon
suspension the FTEs will be reduced to 0.6 FTE positions. '

E | Real Estate Demobilization Budget

' Estimated Cost to Complete:

l.0FTE S 100,000
Facilit‘ies Maintenance 31,025
: Total §131,025



'y

Procurement

The Procurement Department currently has 5.5 FTEs assigned to work on PBL
contracts. The Demobilization Plan is to reduce the number of FTEs to 2 by July
1998 and to continue staffing at that level through June 1999 to complete
contract close outs. There are four CWOQOs which will not be completed and
which may require a settlement payment to terminate. The Procurement
Department estimated the approximate settlement liability at $2,150,000.

Procurement Demobilization Budget
Estimated Cost to Complete:

f
Department Administration $1,075,000
Contract Terminations 2,174,000
Total

Ngte:

This Demobilization budget does not include the cost of closeout audits and possible

33,249,000

terminanon costs associated with the Project Management Oversight Consultant, and agency
overhead costs of ancillary support departments. Additional demobilizarion related costs may
be idenrified such as office space leases for professional service consultants, legal costs
associared with ongoing litiganon, and any claims which may arise as a result of this action.
Should they arise, these costs will be considered in connecuon with the development of the FY

99 budget.

G-9
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Attachment C
MID-CITY EXTENSION DEMOBILIZATION PLAN

Regional Transportation Planning and Development

During the suspensicn period, RTP&D will continue processing the draft
Environmental Impact Statement and Environmentai Impact Report. Limited
geotechnical field work will be completed at which time staff will coordinate

FTA review.

Regional Transportation Planning Demobilization Budget
Estimated Cost to Complete:

Systems Contracts

The agency has outstanding contractuai commitments for materials and
equipment of approximately 515,700,000 of which $500,000 has been expended.
Should the MTA determine that cancellation of the remaining commitments is in
its best interest, it is estimated that the termination costs would not exceed 12%
of the remaining cost commitment of $15,400,000, which is §1,848,000.

Systems Contracts Demobilization Budget
Estimated Cost to Complete:

Note:

This Demobilization budget does not include cost of closeout audits and agency
overhead costs of ancillary support departments. Addinonal demobilization
related costs may be 1dentified and will be considered in connection with the
development of the FY 99 budget. ~

No costs associated with rail vehicles on order have been factored into this
esumated budget. )
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Demobilization Plan

e Eastside Extension
s Ws-.:;._.?;CompIete Design | $1,812,000

{ ] -

!E  Construction ~ - . T e
= (Demobilization & Remediation) 1,337,000

- Construction Management 1,063,000

: Utility/Force Accounts 300,000

ma  MTA Construction Admin 2,813,000

m - . Real Estate | 3,157,000

;,Procurement | 1,920,000
,4. Systems Contract Termlnatlons 516,000
Total:  $12,918,000




Demobilization Plan
Pasadena Blue Line

R D T

=" Complete Design $2,836,000
- .Construction .

(Demobilization & Remedi»ation)— 900,000
- Construction Management - 1,840,000
- Utility/Force Accounts | 1,950,000
- MTA Construction Admin 2,424,000
m  Real Estate ' | 131,025

-§1Procurement | 3,249,000
Total: $13,339,025
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Demobilization Plan
“Mid-City Extension

-"Reglonal Transportation - -
Planning & Development $ 110,000

Systems Contract Terminations 1,848,000

Total: $1.958.000

G-14
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Budget Impact of Suspension

($ millions) xpenditures Cost to Iixtra- Refore- 12/97 | Adopted
through Conplete | ordinary cast Refore- 9798 |

1/15/98 Worle | Coststo | Budget | cast Capital

Dennobil | Assuming | Budget | Budget

: - Dennobil o
Eastside | $21.70 [$11.9 [$1.01 [$3461 |$34.5 [$1459
Pasadena | 1560 | 1116 | 217 | 2893 | 449 | 763
Blue Line | |

Mid-City 18 11 | 185 | 214 | 21 76
Total $37.48 ($23.17 | $503 [$6568 |$815 |$220.8
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APPENDIX H

CERTIFICATION

The undersigned, duly qualified and acting as Secretary of
the Los Angeles County Metropolitan Transportation
Authority, certifies that the following is a true and
correct copy of the Minutes of a legally-convened meeting of
the Board of Directors of the Los Angeles County
Metropolitan Transportation Authority held on January 14,

1998,
. /—) - )
”,' Vi . \
lz/z%ﬁfif%éi;éﬁgj;;ziéﬁéiﬁ¢f1c_,/

+Georgia Bfly%milton {Seal)
- MTA Se%;&tary

¥

DATED: April 3,1998
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- MINUTES

LOS ANGELES COUNTY-
METROPOLITAN TRANSPORTATION AUTHORITY

- SPECIAL BOARD MEETING
BOARD OF DIRECTORS

MTA Headgquarters
3™ Floor - S3card Room
_One Gateway Plaza
Los Angeles
January'14, 1998 - 1:30 p.m.
Call to order zt 1:53 p.m.

Directars Present:

Richard Riorcan. Chair

Yvonne Srzthwaite 3urke, First Vice Chair

James Crzagin, Seccnd Vics Chair

Richard Alaterre

Michael Antcnovich , \
Har2emson '
John ~asanzg

Don Knabe

Jose Lzgaspi

Gicrna Mcling

. senny Crépeza

Zev Yarosiavsky
Larry Zarian
— ) - —— + .
tony V. Harmis, £x Officie -
Intedm Chief Sxecutve Cfficar - Juiian Burke
Sgard Secratary - Cecrgra Samiiton

inspesicr Senersl - Arthur Sinai
Zeneral Counsal - Caunty Counsal

H-2



£0 Julian Burke announced the appointment of Ms. Sharon
Landers, Denuty Chief Executive Officer. Ms. Landers comes to
MTA from the New Jersey Depzrtment of Transpaortation where

she served as Deputy Commissicner.

CONSIDERED guthorizing 'the CEO to SUSPEND:

1

A)  the'East Side Extension of the Metro Red Line Project and
Implement the Demcbilization Plan.

.the'Pasadena Blue Line Project and Implement the
Oemobiiization Ptan.

Ll

C) the Mid-City Extension of the Metro Red Line Project z2nd
Imciement the Cemctiiizziicn Plan.

Seouty CEO Allan Licsky presenied io the Beard a summary of
‘he siaff redommendzticn to suspend zrnd cemoniiize the East
Sice Zxiensicn, F2szacena Blue Line and Mid-City Extensicn of
e Memro Red Line. Mr. Lipsky sigied ihe zppréval of the
rscommendaticn wouid 2csomeilsh (weo goals; nameiy, 1)
shutiing :hese projects down s auickly as possible with the
icwest ccssicle addiiicnal sxzendiiure,

Z) demcuiiizing these orejects in 2n orcerty manner. Mr. Licsky
zZnciuced that the susgension of these rail projects could lesd
‘he georegramming/ceoniigation of axisting izderal and sizte
tunging. re ncted, however, that the CZO nas nad, encouraging
conversatons with the FT.A, Tne U.S. DOT and the CTC znd wiil
giract his sfions at the local, siate and federsat ievels toward

maintzining the zgency’s coticns with respect to the ameunt and
zpolicaticn of funding.

CEQ Burke said that arter much consideration of the comments
znid issues raised oy the mempers of the 3card and the siar, he is
mcra cenvinced feday than ever, that there is no way (0 preceed
with the current scheguie of these greiects: aithaugh he is not
advccsting erminatcn.



Director Antonovich presented a motion to direct the CEOQ to
implement final termination of all subway extensions, terminate all
subway contracts for the east side and mid-city projects
immediately, and return to the Board at the February meeting with
20-year cash flow projections that reflect the elimination of all

future subway extensions.

The motion FAILED on a Roll Call vote as foliows:

Ayes: Antonovich, Yaroslavsky, Zarian

Noes: Alatorre, Burke, Cragin, Knabe, Fasana, Legaspi,
Molina, Oropeza, Riordan

Abstain:  Rernson '

Absent: None

Cemments were recaived from Congrasswomzn Luciile Roybai-
Allard, Caongressman Xavier Becarra and siaff member Chi Mui of
State Senator Poianco’s ofiica a2xpressing the cpinion that a
suspension-will adversely afiect federal funding.

Councilman Mike Hemandez. Paszdena Mayor Chris Helden and
representatives from the criices of State Senators Tem Hayden
and Adam Schiff, Assemblymen Antonio Villaraigosa, Jack Scatt
and Gill Cedillo, Congressman James Rogan, and Counciipersans
Sid Tayicr, Laurz Slakaly and Harry 2zidwin scoke zgainsi any
delay ‘o the Pasadena 3lue Line and suggesied pursuing
pubiic/private funding partnersnips.

Director Burke suggesied that the siaff recommendaticn be
amended to specify a 6-month suspension.

A substitute motion was oriered by Direcicrs Alaicrre and
Molina to establish a peer review pane! to reccmmend casi-saving
proposals related to both the construcdon and financing of ihe
East Side =xtension project. including cctions o sczle back the
exisiing zroject’s sccoe, and report their reccmmendzaticns tack ‘o
the Board within 80 days.

H-4



Directors Alatorre and Molina presented an amended motion to
stspend the East Side Extension of the Red Line, the Paszdena
Blue Line and the Mid- -City Extension of the Red Line for six’
months. 1Dunng this time the staff is directed to investigate a
wide range of cost-saving measures in both operations and
c..ns'mcaon This effort should include cest-beneiit analyses of:
public- pnvate partnerships to consiruct and aperate rail lines;
Dartnershxps with independent bus searvica orowders redesign of
rail lines, rail types, and swations; operational savings measures;

and Alnan? ing altermatives.

Tne CEO;is directed to procsed with the suspensicn activities
outlingd in his reccmmendation. He is directed {0 consult with the
Scard of Directors befcre {aking any acton regarding the
cutstandiﬁg svsiems ceniracts related fo. the £zast Side axiensicn.
The CEQ is directed o pravide monthly repcris and
reccmmendzations (o the Board on the resuits of stafi analyses.
After cansiderzhle discussion and a 10-minute recess, the Soard
ADQPTED, c¢n & Rail Cail Voie the foilowing RESOLUTION:

Whereas the 3ozard undersceras iis centinuing direciive o
r‘miefe the Zast Side and Mig-City Extensicns of ihe Metro Red
Line Project 2nd the Fasadena 2iue Line Prejecs;

Whereas L2cs Angeles County has sxpended remendeus sers

{0 secure funcing at the iederal end siate level ior the raii cregram;

Wherezs the Scard sirongly desires that every sffort be made go
creserve funding for the affectad grojecis; -

Now, therefore the Bcard hersny rescives that

A}  The CZ0 suspend for at least six months the Ezst Sice
Zxtension of the Metro Red Line Preject and implement the
Cemcaoiiization Plan.

2) T":le sus;:end for at least six months ihe Pasadena
Slue L ne Sreject and imeiement the Demchbiiizztion Flan.
C)  The CZOD suspend for at least six months the Mid-City
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Extension of the Metro Red Line Project and implement the
Demobilization Plan.

D) The Board directs the CE(’), to report cn @ monthly basis
- regarding the unfolding ability to preserve the federal and
state programmed fundings and on all developments
bearing on the abiiity and timing of restarting one or more of
these projects, 'including any third party proposals to support .
such efforts.

{

E) Soard members will, to an appropriate extent, support and
engage in the ongoing efiort o preserve the federal and
state fundings programmed for these projects.

F) The CEQ will return to the Board in six months or less
with a report to the Board of any feasible funding
optidns for the remobilization of any of the subject
projects.

Resolut'ion AF"PROVED on ihe following Roli Call vete:

Ayes; Alatorre, Bemsan, Surke, Cragin, Knabe, Fasana,
L=gaspi, Moling, Oropeza. Riordan

Noes: Antonovich, Yarcslavsky, Zarian

Absiain: Nore

Absent None

- CONSIDERED zdeoting the 1698 County Transportation
Improvement Program {(S3 45) as ioilows:

A) Deobligate 312.0 miilion cf praviously approved
Transpertaticn Improvement Pregram (T1F) Cail-for Projects
and 1996 Siate TiP commiimenis due io project savings,
cancellations, and lapsing, and reprogram the iunds o
projects in‘the 1998 County TIP; |

8)  Resarve 33.7 miilion for MTA administrative sxpenses
related io the 15€8 County TIP projects;

H-6



C)  Adopt the Regicnal Transportation Imprevement Program
of Projects totaling $746.5 million far the 1998 County
‘Transportation Improvement Program. (TIP) with the
following stipufations:

1) Complete the Metro Raif Red Line North Hollywoed
Extension by committing $207.1 million to the project:

Reserve $48.4 miilion for programming to
Transporiation Enhancements Activities (TEA) as
required by the California Transporiation Commission
(CTC). Reserve half of thesa funds ($24.2 million) for
future pregramming;

[N}
P

3} Eiiminate the 1987 TIP Call for Projects Shortfzll by
commitiing 3474.4 miilion to projecis. Cf this amount,
524 .2 million will te TEA funds from the resarve
required oy the C1C; '

Rescive the 1997 Call for Projects Eligibiiity Issus by
cammitiing 33.3 miilion o the srejects;

3) Ccmmit io funding $11.7 miilicn in 1896 Siate TiP
Underfunded projects; and

g) Allocste the remaining $25.8 miilion in aveailabie County
TIP funds 0 Carpccl Lane Scundwalls (33.1 miilicn) and
Regicnal Ridesharing (§17.7 miilion).

A - 4 » - - .
APPROVED, by vcica voie, motion presanted by Direcior Zznan
requesing the CEO to:

A)  Work cocperatively with Caitrans District #7 o deveico 2
jcint list of interregional road grojects in Los Angeles County
for a the CTC's censiderstion during the 1688 STIP
procsass; and

3)  Woark ccoperatively with Caltrans o consicer the groject
siiginiiity or the Burbznk-Giendzie Mobiiity & Sarety

H-7
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improvements and other MTA projects for incorporation into
the proposed ITIP and report back to the Board as to the
status of this cooperative process envisioned by CTC.

Director Yarosiavsky requested the list of projects.

Oirectors voting: Antonovich, Bemson, Burke, Cragin, Knabe,
Fasana, Legaspi, Oropeza, Ricrdan, Yarosiavsky, Zarian

Director Antonovich commented that Senate Biil 45 was to
provide funds for transportation in the region and that the City of
Los Angeles ought to come back with additional funding for the
Red Line within their jurisdiction instead of taking funds frocm
communities in the Northemn, Ezastern and Southemn parts of the
County. ‘ '

Director Antenovicn presenied a substitute motion to adopt the
1598 County Transporizticn Improvement Program (S845) with
ihe condition that the CZO be directed o ideniify funds, cther than
state mcney if cossipie, {o compiete the North Hellyweod Metro
Rail project and return o the Board in 60 cays with his

reccmmendations.

The substitute motion was subsequently amended and
APPROVED as follows:

Adcpt the 1968 County Transportation lmprovemeﬁt Pregram
(S845) and direct the CZ0 to ideniify funds, other than State
money, to compieie the North Hollywood Metro Rail Project, and
retdm to the Board cn January 29 with his reccmmendations: with
the proviso that the Board not be obligated with respect to
the use of funds identified.

Directors voting: Antoncvich, Semson. Surke, Cragin, Knabe;
Fasana, Lagaspi, Oropeza, Ricrdan, Yarostavsky, Zarian

H-8
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APPROVED motion presented by Director Zarian to direct CEO .

and staff to work with lecal agencies to analyze the ccneepf of a ‘ I
local return or other funding'ccmponent in future Transportation —
Improvement Pregram cycles and retum to the Board within S0 )
days with a recommended policy for funding beginning with the
2000 CTIP

Directors voting: -Antonovich, Bemson, Burke, Cragin, Knzabe,
Fasana, Lsgaspi, Oropeza, Riordan, Yarosiavsky, Zaran

CARRIED OVER to January 29 Board Mesting, motion
intrcducsd oy Director Fasana that CZ0 fully fund the MTA
Carpool Lzne Soundwall list descrited in Attachment G of the siaff
report by recucing the funding for the Norih Hollywcod Red Line
shorifall by & like amount: and this acion te cantingent upon the
siate iunding the 1S82 Soundwall Ratreft Projecis cff the icp of
the Staie Highway Account If the siate rsfuses (o do this, the
Retrefii Scundwell Prejects and the MTA Carpocl Lane Scundwail
Prejects snall retum o the-Beard verfunding priority
reconsiderzsiion.

APPROVED, on z voics vote, metion presented oy Direcior
Yarosiavsky, seconded by Tirector Antenevich, ihat if any hichway
Qrejec :s cn the 1S€6 cr 1€88 STIP list 2eccme dectligated, these
iunds ce s&t aside 2ny funds irem deooiigated highway orejects
on the a,95 or 188 STIP list ic heln und the Szantz Monicza
Boulevard Transit project, subject o 2card aporovai

Directors voting: Antonovich, Zemson, Cragin, Knabe, Fasang,
L2aaspi, Orepezz, Riordan, Yarcsiavsky, Zznan

ot

APPRQOVED, cn a veica vote, FASANA/CROPEZA MOTICN -1
direct the CZQ to return to the Board within S0 cays with 2n
implementzstion plan to divest MTA bus service into subregicnally-
govemed bus service providers, or zores. The CZD is direced 0
work with the City of Los Angeies, eniities siucying 2 San
Femanca Vailey zone, San Gabnel Vailey Councii of
CGovemments (COG), Foothiil Transit Zone, Gateway CCC, South

H-9
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Bay COG, Arroyo Verdugo cities and other subregional agencies
to develop alternative bus sarvice delivery structures basad upon
the Transit Zone concept; AMENDED to include consideration of

the following issues in the development plan:

Impact on axisting municipal operators and their options 'to

provide service in the sub-regions
Impact on the MTA as the regional planing agency for Los

Angeles County
Equity/fairness to disadvantage communities such as Inner City

areas
Cost/savings of such actions
Amount of funds/assets to be transierrad with each line

© Flest replacement issues

Analysis of regional formula funding issues and mitigation, if

necassary
Divestiture of lines that cross multiple municipal operator
servica areas

Impact en MTA lzbor agreements

Consent Decree ramifications

Interacency transfer and fare agreements

Divestiture of MTA Operating asseis

¢
J

Directors voting: Antonovich, 2emson, Cragin, Knabe, Fzsanga,
Lagaspi, Oropeza, Ricrdan, Yarcsiavsky, Zznan

A

Recsived Public caomment.

Meeting adjcurmed at 3.22 p.m.

Prepared by:

Christing Lumba-Gamboa
Recording Secratary

// / s /—-—lm <
{7 S A s
=7 Michele Jackscn

f .. -~
Assisiant Board Secratary

)
,\
-
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APPENDIX |

A

This appendix describes the reserves of the MTA relating to the Revised and
Restated North Hollywood Full Funding Grant Agreement and the cash operating
reserve. The latest available monthly statements on the two reserves is included
along with a chart showing the bonding capacity of Proposition C first tier &

second senior lien.



N R




[

-

Ld

’

i

MTA FY98 REVISED BUDGET

Distribution of Unallocated Revenues
(3000}

Reserves

Proposition A Interest
Proposition C Interest

Subtotal

MTAMunicipal Operators FAP Funds (1}

Proposition A Discretionary (95% of 40%)

MTA Funds

General Revenue Bonds (2)
Lease Revenues

© TDA (3)

(1)
@
3
)
)
€)

Prop C 25% - Streets & Highways (4)
Prop C 10% - Commuter Rail (4)
Prop C 40% - Discretionary (4)
SAFE- (5)

Federal Section 9 Capital _ (6)

Subtotai

Totai

Subtctal to allocation

Restricted for Gateway Improvements

Pricr years’ carryover local match funds
Restricted due to prior programming commitments
Restricted eligibility for call box program only
Programmed for future bus purchase

11

5,000

20,000

25,000

4,309

580
1,706
73,386
138,377
35,891
14,298
13,245

. 24,000

277,583

300

307,192
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Summary of Unallocated Revenues

The following schedule shows the distribution of unallocated revenues. These revenues rapresent the
difference between the Total Available Revenues and the Expenditure Budget. As shown on the schedule,
these funds are categorized into Reserves, Funds subject to Allocation through FAP, and Restricted MTA
funds.

The MTA has set aside $25 million in Proposition A and C funds for reserve, consistent with the MTA
Recovery Plan.

The MTA is holding $4.3 million in Proposition A Discretionary funds that are subject to allocation through
the Formula Allocation process. This fund balance will be reviewed in the Mid-year Transit Operators
Allocation process.

The MTA is carmying $277.6 million in restricted funds for prior year funded capital projects or from prior
year programmed funds for the Call for Projects and commuter rail.
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Trust &
Investment

LOS ANGELES COUNTY METROPOLITAN-
TRANSPORTION AUTHORITY (MTA)
FTA RESERVE HORTH HIOLLYWOOD FFGA
ACCOURT NO. 61-C125-13-7

FINANCIAL STATEMENT FOR THE PERIQD
03/01,98 TIROUGH 03/31/94

ADMINISTRATUR;,

MARSHA LINOEN (213) 721-6222
A
L.A. COUNTY METRO TRANS AUTH.
ATTN: JOYA DE FOOR, ACTING TREASURER
P. 0. BOX 194
1L0S ANGELES CA 90053-09194
093
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Trust &
Investment

MARKET VALUE RECONCILEMENT
FUR PERIOD 03/01/98 THRU 03/31/98

LOS ANGELES COUNTY METRGPGLITAN

TRANSPORTTON AUTNHORITY (MTA)

FTA RESERVE HORTIlI HOLLYWODOD FFGA
MARKET VALUE BEGINNING OF PERIOD
IHCREASES ‘

[HCOME

REALIZED GAINS

N TOTAL INCREASES
DECREASES
EXPEHSES
CASH TRANSFERS
MARKET DEPRECIATIGN
END OF PERIODD
BEGINNING OF PERIOD

TOTAL MARKET DEPRECIATION
ACCRUED THCOME
END OF PERIOD
DEGIMNING OF PERIOD

TOTAL ACCRUED INCOME
TOTAL DECREASES

MARKET VALUE EHD OF PERTOD

SCHEDULE D
SCHEDULE 6

SCHEDULE E
SCHEDULE o

PAGE
ACCOUNHT NO. 61-C125-13

5 10,065,264.73

62,3645.97
.00

62,345.97

177,22~
69,747 .08~

47.76-
1,510.22

1,557.98-

31,270.28
15,305.20

- - g m e a  a e

85,517,20-

- e . o - -

19,042,093.50
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_ Sanwa
Trust &
Investment
: L0S AHGELES COUNTY METROPDLITAH
TRANSPORTATIOH AUTHORITY (MTA)
FTA RESERVE-EMTERPRISE
ACCOUNT HO. 61-Cl25-14-5
FIHAKCIAL STATEMENT FOR THE PERIOQD
03701798 THROUGH 03/31/98
ADMINISTRATUR:
MARSHA LINDEN (213) 727-6222
]
)
L.A. COUNTY METRDO TRANS AUTH.
ATTN:JOYA DE FODR, ACTIHG TREASURER
P. Q. BOX 194 .
1.0S ANGELES CA 90053-09194
093
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Sanwa
Trust &
Investment

MARKET VALUE RECONCILEMENT
FOR PERIOD 03/01/98 THRU 03/31/98

LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHURITY (MTA)
FTA RESERVE-ENTERPRISE
MARKET VALUE BEGINNING OF PERTOD
INCREASES
TNCOME

REALIZED GAINS

TOTAL JHCREASES
DECREASES
EXPENSES
CASIl TRAHSFERS
MARKET DEPREC{ATIDNA
END OF PERIOD
BEGTHNRING OF PERIOD

TOTAL MARKET DEPRECIATION
ACCRUED TNCOME
EHD QF PERIOD
BEGINHING OF PERIUOD

 TOTAL ACCRUED THCOME
TOTAL DECREASES

MARKET VALUE END OF PERIOD

SCHEDULE D
SCHEDULE G

SCHEDULE E
SCHEDULE I}

314.
BY,a477.

3,025,

51,286.

1-6

.19
.00

15,084,548.56

ao0,390.79

98 ,349.68-

15,066,589.67

ACCOUNT Ha.

PAGE 1
61-Cl125-14-"
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Attachment

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY

ANALYSIS OF ADDITIONAL BONDING CAPACITY
PROPQOSITION'C FIRST TIER SECOND SENIOR LIEN

Proposition C Sales Tax Revenues for FYS7 413,206,437
Pledged Revenue of 80% 330,563,150
Maximum Annual Debt Service for Senior Lien 78,847,637
Coverage Ratio as of 7/1/97 (1.30 minimum) 4,192
Additional Bonding Capacity as of 7/1/97 - 2,292,862,737

- Assumes 6.25% Interest Rate on Bonds

MJS Ci\Files\ \Cover_C.xls/Sheet!
* 8/14/97, 1:55 PM
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| ' : Merropolitan
Transportation
Authonirty

Omne Gateway Plaza

Los Angeles, CA
90012-2932

{213) 922-2000

APPENDIX J

44 MTA BOARD MEETING

APRIL 23, 1998
SUBJECT: RESPONSE TO INSPECTOR GENERAL'S REPORT
ACTION:  CORRECTIVE ACTION PLAN TO ADDRESS THE

INSPECTOR GENLERAL'S MANAGEMENT CONTROLS
PROJECT PLAN

RECOMMENDATION

Receive starus report 6n implementing steps to address recommendations and
action items in the [nspector General’s Mdnagement Report on Status of [nternal

Controls at the MTA.

BUDGET IMPACT

Not applicable.

BACKGROUND

On March 9. 1998. the Inspector General released a report on the status of internal .
controls at the MTA. The report recommended that MTA immediately begin =
impiementing a comprehensive systen? of intemnal conrrols foilowing the generally
accepted framework developed by COSO (the Committes of Sponsoring '
Organizauons). It also recommended that MTA esiablish a resoiution and

tracking svstem to ensure that recomniendations made by auditors and other
outside reviewers are promptly resoived and tracked unul implemented. The
report contained exampies of numerous internal control weaknesses that had been
identified in past [G audits and investigations. Ou March 19. 1598. Director
Gloria Molina presented a motion directing the MTA Chief Executive Otficer to
returnt to the Board with an analysis for implementing the [nspector General’s

recommendations.

Management has been working closely with the G on the imiplementation of his
recommeundations. We have budgeted the necessary resourcss in the coming vear
to fully implement a control self assessment process based on the COSO
framework recommended by the [G. Work has also started to develop an MTA-
wide Resolution and Tracking System. which was the [G's second
recommendation. The milestones for compieting these tasks are shown in

Attachment A. - )

With regard to the specific examples of control deficiencies cited in the G repor,
actions have already started to correct those conditions, as indicated in the
following examples:



1. Uncontrolled cost growth on the Pasadena Blue Line design project was one
of the major items cited by the IG. We have been vigorously pursuing

identified overcharges on that project and will be seeking restitution wherever
warranted.

3

A number of reported deficiencies in MTA's procurement practices were cited
as having never been corrected. even though they were the subject of several
outside reports. We have since completed the Board-directed consolidation -
of construction contracting under the Office of Procurement. A new MTA
Procurement Manual was approved by the Board and more recently detailed
desk procedures have besn issued. Strict adherence to those procedures is
now required. and will be regularly audited.

3. Absence of internal audits was cited as-a‘serious internal control weakness.
Management Audit Services is being reorganized to provide a strong internal
audit function throughout the MTA. We are bud'geting additional resources to
accomplish this in FY 1999.

4. Failure to correct serious internal control weaknesses in collecting and
processing tarebox revenue was another major example given. We have
established a compliance unit within the Revenue Department to ensure proper
safeguards are put in place to protect those revenues, and a separate revenue
workour team has been established 0 2nsure MTA revenues are maximized.

LAy

An MTA-wide audit report resolution and tracking svstern has been put in
place to repon the statws of all outstanding recommendations made by auditors
and ourtside reviewers. A Special Projec:s Manager. reporting direc:iy to the
CEOQ. will resolve all recommendations iacking concurrence. and develop an
automated tracking svstem to ensure recommendations are carried out.

Attachment A inciudes an analysis of the IG’s recomnmendations. as discussed
above. A Project Management Team has been formed to handle the two formal
recommendations and 13 action items highlighted in'the IG’s report. The Project
Marfagement Team (which includes an IG representative) will report monthly to
the Board on the progress in resoiving each item. The Arnachiment delineates
milestones, deadlines, and the MTA starf members responsible for each item.

. \ ,"l

c. s . \' s

27 .
/_//:%‘ /éx/f 7 LY J‘)JJ ’\"l‘u

William Bernisdorf 4. Michael Gonzalez, —

Acting Director - Office of the Chier Executive Officer
Management Audit Services
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ATTACHMENT A

ANALYSIS OF IG RECOMMENDATONS AND ACTION ITEMS

G RECOMMENDATIONS

1. CSA
2. Resolution & Tracking System

ACTION ITEMS®

Financial Reporting of Real Estate Inventory

. Recording Receivables

Implamenting Recommendations of Outside Auditors
Controls over Farebox Revenue

SN

. Prequalification
. Lack of Internal Audits
Lack of Audit Follow-up

N

@

PBL Design Issues
S. Accurate Cost Data on Cansiruction Projects

10. Procurement Controls (File Documentaticn)

11. Control Autherization over Canstruction Payments
12. Follow-up cn Collection of Questicned Costs

13. Processing Contracier nvoices

f

PROJECT MANAGEMENT TEAM®

Bill Bernsdort {Chair} MASD

Mike Bravman iG

Al Loredo QCEQ

Bill Henderson Finance
Agapito Diaz Financa
Jeff Christiansen Construciion
Maureen Tamun ok Consiruction
Rick Carron/Anne Fisher Procurement

" RESPONSIBLE STAFF

W. Bemsdorf
W. Bemnsdorf

FINANCE

T. Matsumoto

T. Matsumoto

T. Matsumoto

T. Matsumoto _
AUDIT

W. Sernsdort

W. Bernsdorf

W. 8emsdort
CONSTRUCTION
C. Stark '
C. Stark
FROCUREMENT
A. Kimbail

A, Kimball

A, Kimball

A, Kimbal

*The Project Management Team will develop milestones and completion dates for each
of the action items, which will be included in the monthly reports to the Board.
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' RECOMMENDATION #1

COSO INTERNAL CONTROL SELF-ASSESSMENT

PHASE L PRCJECT ORGANIZATION AND ANNOUNCEMENT

_ MILESTONES | DATE PERSON RESPONSIBLE
1. | CEO approve concept | Done J. Burke "
2. | Budget for facilitator/trainers | Done W. Bernsdorf
5. | Recruit facilitator/trainers - July "98 W. Bemmsdorf
4. | Announce project August "98 | J. Burke
PHASE II. ORIENTATION AND TRAINING 7
MILESTONES | DATE PERSON RESPONSIBLE
3. | Kich-off general & specific training | Sept. "98 EOs TBD
; (Pilot Group)
16. | Understanding process & | Oct. 98 DEOs/Directors TBD
| documentation requirements | g
{ 7. | Revise schedule as needed i Nov. 98 | DEOs/Directors TBD |
18. | Track probiems to solutions | Dec. "98 | DEOs/Directors TBD !
‘ v, .
: PHASE III. ASSESSMENT OF MANAGEMENT CONTROL SYSTEMS
o, MILESTONES | DATE | PERSON RESPONSIBLE
1 9. | Conduct assessments i Jan. 98 | DEQs/Directors TBD |
{ 10. | Identifv assessable units | Feb. "99 t DEOs/Directors TBD |
1 11. | Resolve problems } Mar. 99 | DEOs/Directors TBD
# 12. | Prepare corrective action plans | Mar. "99 | DEOs/Directors TBD ‘
1 13. | Provide status reports ! Mar. "99 i DEOs/Directors TBD I
! 14. | Prepare documentation of Apr. ‘99 DEOs/Directors TBD
] assessments ‘ ‘
PHASE IV. REPORTING RESULTS OF ASSESSMENT: N
MILESTONES | DATE | PERSON RESPONSIBLE |
13. | Prepare individual reports with l May "99 DEO/Directors
| summaries
1 16. | Receive reports/act on summaries | June *99 EOs TBD ,
1 7. | Prepare accountability letters to CEO | June 99 EOs TBD I
18. | Receive/review accountability lerter | June "99 | J. Burke |
19. | Report to Board on accountability June 99 J. Burke
and controls
\
J4

ey
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RECOMMENDATION 72

IMPLEMENTATION OF A RESOLUTION AND TRACKING SYSTEM

MILESTONES { DATE | PERSON RESPONSIBLE

1. | Determine svstem requirements and Done W. Bernsdorf

items to be racked o
2. | Develop and MTA procedure May ‘98 W. Bernsdort
3. | Select a relation data base to enter all May "98 W. Bernsdorf

outstanding recommendations
4. | Develop automated tracking system June 98 W. Bernsdorf
5. | Commence monthly tracking and June "98 W. Bemsdorf

exception report to the CEO
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APPENDIX K
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Tuly 9, 1997

TO: _ BOARD OF DIRECTORS Qp
FROM:  LINDA BOHLINGER,
INTERIM CHIEF EXE OFFICER

SUBJECT: ADOPT THE NEW PROCUREMENT POLICIES AND
PROCEDURES MANUAL DEVELOPED UNDER CONTRACT
PS63110107 IN THE IMPLEMENTATION OF A
CONSOLIDATED PROCUREMENT ORGANIZATION

RECOMMENDATION

1. Adopt the new Procurement Policies and Procedures Manual developed by

' Administrative Management, Inc. (A.MI) under Contract PS63110107 in the
implementation of a consolidated Procurement organization.

2. Authorize the Chief Executive Officer to make changes to the manual as
laws, regulations, business or economic conditions require.

ORGANIZATIONAL IMPACT

i

The above action will facilitate the standardization of uniform Procurement policies
and procedures, therebyv, ensuring the maximization of full and open competiticn in
the Procurement process. Further, it solidifies the consolidation of the two former
MTA Procurement Organizations, e.g., Materiel and Construction Contracts.

BUDGET IMPACT
There is no buciget impact anticipated.

ALTERNATIVES CONSIDERED

No alternatives were considered because the development of the new Procurement
Policies and Procedures Manual was done at the Board's direction.

BACKGROUND -

At the November 1996 meeting, the Board approved Director Burke’s motion for the
development of a uniform set of contracting policies and procedures, which will

ensure ethical, efficient and compliant implementation of the procurement process.
/




AMI, which was awarded the contract to facilitate the consolidation of the two former MTA
Procurement Organizations and the development of the uniform procedures, is présenting the
new Procurement Policies and Procedures Manual to the Board at this meeting. At the March
meeting, the Board passed Director Molina’s motion to have- AMI make a presentation regarding
the contents of the new MTA-wide Procurement system policies, procedures, performance and
training standards as well as a single approach to compliance reviews and contractor protests. In
addition, AMI staff developed a draft “Procurement-specific Standard Code of Conduct included
in this manual, which incorporates the comments of the MTA's Ethics Department.

Additionaily, the new manual provides more in-depth coverage of the following:

. Procurement Integrity and Control |

e Procurement Planning and Methods

p e Contract Manage;nent and Administration

» (ost Principles

* Contractor Responsibility and Debarment

o Contract Payments and Funding

Further, upon adoption of the new policies and procedures manual, AMI will commerice the
effort to develop implementing desk procedures, standardized contractual “Boilerplate”

documnents and the training of MTA staff in the use and requirements of the new policies,
procedures and instructions to ensure standardization and compliance.

|
Prepared by: Anne M. Fischer, Acting Deputy Executive Officer, Materiel

(e, V2 o

- Arthur J. Kimbgl)” ~
Executive Officer, Office of Procurement

Attach. .
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ATTACHMENT A

MTA PROCUREMENT POLICIES AND PROCEDURES MANUAL
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'_ADMI’NISTRAT]VE MANAGEMENT, INC.

'ZANAGEMENT CONSULTANTS n /
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MTA Procurement Policies and Procedures Manual

Goal:

»Our role today is to describe for vou the new unmiform. complete, consolidated
Procurement Policies and Procsdures Manual that you have pesa asked 0 adopt. [n order
to present the sequence of svents leading us to this day, we are maicng this preseatdon
in the following manner:

« How We Started

¢ Development of the Manual

« Review Procsss

« Highlights of the Conrtent of the New Vanual

¢ Where We Go From Here

¢ What are the Internal Mechanisms for Assuring Implemeztarion
in a Timely and Comprehensive Way

The Manual is organized to allow the user maximum flexibility 0 iniuate, develop,
execute and administer MTA conmacts within the paramezers of rederai, Siate, local and
MTA requirements.

How We Started:

Our review of exisung procurement policies led us to an incomplete ser of desk
instucton and two different manuals, gope of which contained ail procurement
principles, standards, policies or procsdures we believed were necessary o provide MTA
with a complete, comprehensive set of policies and procedures. We also discovered that
much of what existed was a collecton of individual policies and procedures assembled in
one place. They were incdmplete in thar they did not cover all the topics required for
good contracting. They were difficult 10 use as a working tool because thev lacked a
comprehensive content flow from the beginning of the procurement cycle to the end with
an associated numbering scheme that facilitate quick reference.

As we reported in our mitial review of MTA Procurement Policies in 1996. the Policy and
Procsdure Manual was a misgomer in that it contained only a few very broad generalized

‘policies and procedures. Ideally, each procedure should be grounded in the policy it

serves.

The existng manuals did not contain a standardized deviaton procedure which caused the
procedures 10 be considered all mandatory and nearly inviolare. This can lead to instapces
of inappropriate compliance with procedures that do nmot fit a particuiar procurement
situation. ]

1427 Collean Lane - McL=an. VA 22101 - (703) 893-9119



The system-wide baseline documents (sample solicitation and contracts) we considered
excellent in concept, however, there was no relationship berween these baseline
documents and the Policy and Procedures Manual or the existing Desk Instructions which
should provide the principles standard and policies underlying contract clauses and
solicitation .provisions. It is important that personnel understand the principles of the
policies as well as the standard procedures because procedures alone almost never cover
all circumstances as comprehensively as principies. The guiding standard we used as we
reviewed the existing document was whether or not, taken as a whole, they provided
simple, clear, comprehensive and cohesive regulations and guidance for conmracting
officers, contract administrators, their supervisors, as well as the orgamizations carrving
out their missions using or supporting the procuxement process. We found that these
documents did not meet this standard.

Development of the Manual:

To determine all of the principles, standards, policies and procedures that should go into
this manual in addition to existing MTA policies, we reviewed many documents such as:

e Our initial findings concerning MTA policies and procedures in 1996;

¢ Six (6) other reviews donme by various companies and the FTA citing shortcomings
with the MTA Procurement functions;

» Best Procurement Practices;

e State and Local Requirements;

o Federal Requirements;

o FTA Circulars;

» Principles and Standards used in the Federal Acquisition Regulations; and
s Procurement Manuals used by other large transit Authorities.

In addition, the Manual needed to include policies which assured Semor Management’s
involvement with and sensitivity to the procurement process.

The policies and procedures needed to be written in a form which would foster trust and
confidence in the MTA Procurement process and help assure that there wouid be uniform,
open, fair and free competition in the day-to-day procurement activity.

Within any procurement system there can be internal weaknesses, lack of integrity and
control, less than adequate definition of roles and responsibilities , and poor or inadequate
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administration of contractual documents.  Our developmental criteria inciuded
incorporated principles and standards which would provide guidance and. in some cases.
requirements to mitigate these types of problems.

Review Process:

In May, 1997, we submirted a draft of the MTA .Procurement Policies and Procedures
Manual to the MTA for review and comments by MTA staff. Comments ere received
from nine (9) departments. There were many comments, observadons and
recommendations concerning the draft manuai.

All comments were reviewed carefully and thoroughly and, in several instances, meezings
were held with the respondents to assure that we all understood the purpose of the
Manual, the legal requirements included in the Manual, format of the manual, and. of
course, policies and procedures which were different than those now being used or which
had never been used.

All legal requirements and exising MTA policies which were not in the draft or not
complete in the draft were automatically included in the final version of the Manual.
Other comments and/or recommendations which were made that did not impact the overall
principles and standards were accommodated as appropriate. There were several
comments and/or recommendations that were not incorporated int¢ the final version of the
Manual.

Most of the respondents received a written respogse to their comments with either a
confirmation of acceptance or our rationale as to why we did not include their
recommendation. '

It is important to note at this time that the Manual is a living document which will nesd to
be changed from time to time, but only under certain conditions, for specific reasons and
with proper approval from appropriate levels of management.

Highlights of the New Manual:

The new Procurement Manual meets the standard of providing simple, clear,
comprehensive and cohesive regulauons and guidance. It also balances policies and

related procedures.

It contains Best Practices Techniques'to help detect and avoid problems; procurement
principles and standards and specific guidance to assist MTA staff in the appropriate and
proper administration of procurement activity and inciudes all state, local, and federal
requirements to be followed by the MTA.

[PF)



The manual includes more thorough and specific guidance in the following areas:

* Procurement Integrity
(Proper Checks and Balances) ~ _
(Contracting Officer Delegation System)
(Pre-qualification System)
(Establishes Delegation of Authority)

e Procurement Planning and Methods
(Advance Procurement Planning)
(Publicizing Contract Acuons)
(Initiaton and Approval of Procurement Actions)

¢ Contract Mapagement and Administration
(Pre-Award Orientadons)
(Post-Award Conferences)
(Contract Modifications)
(Change Orders)
" (Suspension of Work)
(Closeout of Contracts)

¢ Cost Principles
(Determining Allowabiliry )
(Determining Reasonableness)
(Direct Costs)
(Indirect Costs)
(Proposal Analysis)
(Cost or Pricing Data)
(Price Analysis)
(Cost Analysis)

e Contractor Responsibility and Debarment
(Responsible Prospective Contractors)
(Determination and Documentation)
(Pre-award Surveys)
(Federal Debarment Listing)
(Suspension Procedures)

¢ Contract Payment and Funding
(Progress Payments)
(Liquidated Rates)
(Protection of MTA Title)
(Contract Debt Determination and Collection)
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e Compedtveiy Negonated Conmacts
(Proposal Evaluatons).
(Price Negodatons)
(Pre-Negzouadon Objectves)

v

Where We Go From Here:

A detailed step-by step desk inswuction, compiete with flow ;harts will be prepared to cover each
requirement in the manual.

These insouctions will be developed in concsrt with MTA Staff to assure that !) they reflect
complere requirements for procurement acuvity, and 2) they will be written so that they are ciear,
concise and understandable.

Along with development of these inswuctions, contract clauses commonly referred t as
“boilerplates” will be reviewed, edited, or creared, as required, to assure consistency, accuracy and
complereness in conmact ciause language for ail conmacts.

Internal Mechanisms:

Thoe newly organized Procurement Administwaton swaif, which will include a compliance staff,
wiil be responsible for on-going procurement compliancs audits w0 assure the manual is being
followed. f ' '

Az on-going waining program will be in place m tesponse to Director Burke’'s motdon two assure
thar appropriate staff will be trained in the use, the importance, and the nesd for foilowing these
prncipies and standards.

Implementation of the manual will begin aimost immediateiy by virue of the fact that detailed
desk instructions are being developed as well as standardized contract clauses. This will provide
an opportunity for these requirements to be inciuded in all new contracts. Developing these
instructons and clauses will assist in the maining process in that we will be working with
Procurement and Management starf to identify all functional steps in order to have comprehensive
InstTucyons.

We se= no reason for there to be any delay in the implementation of these basic procurement
requirements.

Prepared by: Jean K. Wilson, AMI President
July 23, 1997
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MOTION BY SUPERVISOR YVONNE B. BURKE JULY 24, 1997

AbOPTION OF THE NEW PROCUREMENT POLICIES MANUAL

In November, 1996, as we were engaged in the contract manager dilemma for
the Eastside Extension, it became clear that the time Had arrived where we could no
longer put off dealing with or ignore the problems and issues conceming the confusion
and lack of coordination of proper procurement policies for farge procurements
undertaken by this agency. Based on consultant reports and audits provided by the
Office of Inspector General, this Board instructed staff to retain an outside consultant
and set about devel'opirjg a uniform set of policies and procedures that would simplify
and clanfy MTA Procurement actions. Encompassed in this overarching set of goals
were the clear instructions for the consultant to revise and provide a set of uniform

procedures that would:

. Make such procedures consistent with all jurisdictional and federal laws;
. Ensure fair and equitable treatment of all persons doing business with 'MTA;
)
. Provide increased economy in procurement activities and maximize, to the fullest

extent practicable, the purchasing value of public funds;
. Foster effective b\road-bésed competition within the free enferprise system; and
. Provide safeguards for the maintenance of a procurement system of
quality and integrity.
This month.the MTA Board is being asked to approve the first major

milestone in this effort: Volume | of the new Procurement Manual. The purpose of this

- new Procurement Manual is to high[ight and emphasize the importance and

responsibilities of those individuals and departments involved in procurement and

contract administration. The new Procurement Manual contains best practices,



Moticn by Supervisor Yvonne Brathwaite Burke

July 24, 1997

Page Two

procurement standards, principles, and guidance gleaned from the Federal Acquisition
Regulations. All of these represent tried and tested processes that will assure that
MTA can meet the purposes set forth in this “Purposes of Procurement Manual” in
order to gssist the MTA in becoming a model procurement agency. '

This has been a long and arduous assignment and the new Procurement Manual
will soon be followed and augmented by a more detailed “Desk Manual.” This second
volume - “Desk Manual" currently being dfeveloped will assure that the new
procurement organization staff will all be following the same procedures, uée the
same clauses, and administer the contracts following the 'same rules. lt is critical that
~ the action we take this month re-emphasize to staff throughout the agency that ‘
everyone fust continue to work together to accomplish this task.

In addition, thorough training must be provided to assure that all procurement
personnel understand the rules and the importance of following the desk instructions.
As part of this Motion, | am recommending that this Board further instruct staff to require
continued procurement training and performance evaluations that reflect the levei of
responsibjlity, training and quantitative measures relative to contract awards, contract
administration, and contract closeouts. | believe this issue is so important that | would
like my own staff to be educated in the main issues of this new manual.

This emphasis on continued training is paramount. During this development
process, a number of organizational weaknesses were identiﬁed\in several areas. For

example, in the area of contract administration practices, contracting officials have often

allocated more time to awarding contracts rather than administering existing contracts.
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Motion by Supervisor Yvonne Brathwaite Burke
July 24, 1997
Page Three

This leads to problems in contractor performance, cost overruns, and delays in

receiving goods and services. Other areas.of weakness within contract administration

included:

Unclear roles and responsibilities of contract administrators and project mangers;

. Excessive backlog in contract closeout and incurred costs audits;

. I_mﬁr‘bperiy trained officials performing contractor performance leading to a lack
of documentation on contractor performance thereby preventing the agency from
adequately judging past contractor performance, responsiveness and
responsibility; and

. Inadequate guidance on invoice processing and contract closeout. |

Improving Contract Administration pracﬁces will help to achieve excellence in contractor

performance so that the MTA receives goods and services on time, and within budget.

If applied properly, these improvements wilt also help:

n prevent cost overruns and the loss of funds,

" allow staif to pick-up potential changes more quickly,

= provide faster negotiations of claims, and

m  provide faster closeouts of contracts and claims thereby freeing up potential

savings for re-programming.

i

It is important for us to step back for a moment and realize that this Board and

!

agency are moving through a period of watershed issues that underscore the need for
/

us to come together, more than ever before, to demonstrate the leadership necessary

to restore public confidence and integrity in the “Mission” of the MTA. We must

acknowledge that the most important product and service this Board and agency can
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Page Four L
deliver are the restoration of (1) the integrity of the agency, and (2) public confidence in f

the decisions we make and how the public’s tax dollars are spent. While the function of

procurement is eclipsed by the glamour of major construction projects and the

1
¢

importance of delivering transportation services, procurement remains the core function © -
§

of this agency that touches every fiber of its being. Without maintaining stability and

confidence in MTA procurement practices, we will not be successful in our efforts to

bring about the change needed to comect the problems confronting the MTA.
I, THEREFORE MOVE, THAT THE MTA BOARD OF DIRECTORS :

. Accept the staff recommendation and adopt the first volume of the new
Procurement Manual as the anly MTA Board prescribed set of policies on
procurement and contract adminis;tration.

° Instruct all agency staff to continue to work closely with the Executive
Officer of Procurement and the consultant in developing the Desk Manuai.

. Instruct the interim Chief Executive Ofﬁcér to undertake, with the

‘ assistance of the Executive Officer of Procurement and the consuitant, the
development of a training and testing program for all procurement-related
staff throughout the agency, and to develop personnel performance
evaluation standards based on the knowledge of the new Procurement
Manuals. Additionally, an abreviated seminar approach should be ‘
developed to further educate our own Board of Directors’ staff regarding

!

this revised compilation of procurement policies.
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® Return to the Executive Management Committee each month hereafter to
apprize the Board on the progress being made towards completion of this

enterprise.
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ADDENDUM TO SUPERVISOR BURKE’S MOTION JULY 24, 1997

EMC ITEM #4 -
ADOPTION OF PROCUREMENT POLICY MANUAL

-

Having listened to the staff briefings and the presentation, | propase that as a means to
expeditiously move the “Desk Manual” project forward, we amend my Motion and
formally establish a task force to proceed in this matter.

|, THEREFORE MOVE to amend my motion-to include the establishment of a seven
member Task Force comprised as foilows:

I'4

b

+ One representative from the Operations, Planning and Programming, Finance
and Construction departments, and
+ Two representatives from the Procurement department

to work with and assist the Consultant over the next six months in the preparation of the
new Desk Manual. —

C e e bem———
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