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PLANNING AND PROGRAMMING COMMITTEE
SEPTEMBER 17, 2008

SUBJECT: PUBLIC-PRIVATE PARTNERSHIP PROGRAM

ACTION: APPROVE RECOMMENDATIONS

RECOMMENDATION

A. Receive and file the summary of responses (Attachment A) to the Request for
Information (RFI) to seek industry input on the use of Public-Private
Partnership (PPP); and

B. Adopt the PPP Work Plan (Attachment B).

ISSUE

In April 2008, the Board approved a motion directing the issuance of an RFI to solicit
concepts and proposals, and to seek industry input on the use of a Public-Private
Partnership (PPP) model to build one or more of the unfunded transit and/or
highway projects listed in the Draft 2008 Long Range Transportation Plan (LRTP)
Tier 1 Strategic unfunded projects, including perspectives on project delivery
methods and private project financing. Twelve RFI responses were received on

July 14, 2008. This report provides a summary of the responses received.

This report also seeks Board approval of a work plan and assessment of resources

needed to evaluate potential PPP candidates, following the previously Board adopted
Framework.

POLICY IMPLICATIONS

The Draft 2008 LRTP includes language supporting the use of PPP as a project
delivery method to fund and advance projects. Four projects in the LRTP assume
partial funding by other methods such as PPPs. These are SR-710 Gap Closure, I-5
North HOV and Truck Lane Improvements, I-710 South and High Desert Corridor.

The Framework has been structured to assist us in developing a PPP program that is
clear, concise and transparent and will provide consistent evaluation criteria for
determining the PPP potential of these and other Strategic unfunded transit and
highway projects.



OPTIONS

The Board could elect to make modifications to the proposed Work Plan or to not
continue pursuing this project delivery process. However, we do not recommend
these options. The recommendations will enable us to proceed with further
evaluation of the PPP concept as a viable means of advancing strategic transportation
projects and create a transparent evaluation and procurement process.

FINANCIAL IMPACT

Funding for in-house planning resources to continue work on the PPP Framework
has been included in the FY 09 budget in Cost Center 4370, Project 405510,

Task 06.02, General Planning. We will return to the Board for the contract award to
develop the PPP program and strategy, and to commence the high level financial
feasibility assessments. We will also address the FY 09 budget adjustment, if
necessary.

BACKGROUND

On May 12, 2008, we released the RFI to more than 100 national and international
construction, investment banking and program management firms. The RFI was
also available on the Procurement Department’s web page. On June 14, 2008, a pre-
response workshop was attended by nearly 50 potential respondents. At this
workshop, we provided information on the existing Metro system and the LRTP
Strategic projects. Attendees were also given an opportunity to ask questions.

As of the July 14, 2008 due date, we received twelve responses. Attachment A is a
matrix indicating the responses received. A technical review team consisting of
individuals from the Departments of New Business Development, Treasury,
Procurement, Construction Project Management and Planning reviewed and
analyzed each response.

Analysis of RFI Responses

Half of the respondents were private investment providers or financial advisors, and
two were systems operators with the balance providing engineering or management
services.

The respondents variously showed interest in the following LRTP projects (listed in

no specific order) as potential candidates for PPP delivery through the availability
payment (transit) or user fee/toll (highway) financing models:

Public-Private Partnership Program 2



e SR-710 Gap Closure (mentioned by four respondents)

e Conversion of all HOV lanes to HOT lanes (three respondents)

e Harbor Subdivision (as stand alone LRT or commuter system) (one
respondent)

e [-710 South (three respondents)

e High Desert Corridor (three respondents)

e Metro Subway Westside Extension/Purple Line (two respondents) (also build
the Extension, operate and maintain entire heavy rail system)

e [-5 HOT lanes and truck lane improvements (two respondents)

e Exposition LRT Phase II (one respondent)

e LA/Burbank/Glendale Corridor (as stand alone LRT system) (one respondent)

e Regional Connector (also build the Connector, operate and maintain entire
light rail system) (one respondent)

Except for the suggestion of user fees and/or availability payments, none of the twelve
responses contained detailed information as to how any of these projects could be
delivered. Instead, the overwhelming advice provided by the industry in these
responses is that, due to the significant investment of time and expense required to
submit a proposal, prior to soliciting proposals from experienced PPP players, we will
need to:

e determine which projects we want to move forward,

e secure all environmental clearances and develop design to 30%,

¢ develop our goals, objectives, priorities and performance evaluation criteria,

e identify and resolve most of the public and legislative issues,

e identify public funding sources for construction costs for transit projects
(highway projects may be different),

e have retained PPP-experienced consultants to provide guidance,

e set up a PPP-experienced management and procurement team.

Since no proposals to actually design, construct, finance, operate and/or maintain any
projects were actually received, we do not have an analysis of advantages and
disadvantages of approach to project concepts or delivery. The summary matrix,
Attachment A, highlights the comments and expressions of project interest provided
in each response.

While the RFI respondents indicated that some of the projects identified in the RFI
could have the potential to benefit from PPPs, they also noted that most of these
projects are still in the early planning stages. Therefore, we recommend pursuing
the process identified in the June 2008 Board-adopted Framework, which outlines the
criteria and process for evaluating PPPs, as well as approving the Work Plan that
more clearly identifies and defines the necessary steps.
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Work Plan

The Work Plan, Attachment B, tracks how the Framework Steps will be followed
within the next two to three years to identify PPP projects. With the exception of the
High Desert Corridor, which is being advanced by a Joint Powers Authority (JPA), the
analysis may include those projects identified in the RFI responses. We will
coordinate with the High Desert Corridor’s JPA so as to not duplicate their efforts.

NEXT STEPS

Upon Board approval, the Work Plan will be implemented and we will proceed with
preparing a scope of services for procuring a PPP specialist advisory consultant to
support PPP program and strategy development, and to provide technical, legal and
financial services. We will return to the Board this winter to award the contract and
will continue to follow the steps as outlined in the Work Plan.

ATTACHMENTS

A. Matrix Summarizing RFI General Responses
B. Public Private Partnership FY08 through FY10 Work Plan

Prepared by: Kathleen Sanchez, Transportation Planning Manager
Brian Lin, Director San Fernando Valley/North County Planning Team
Renee Berlin, Executive Officer Transportation Development and
Implementation
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CarclTnge 0
Chief Planning Officer
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Roger Snobld”
Chief Executive Officer
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Attachment B

PUBLIC-PRIVATE PARTNERSHIP

WORK PLAN

Project Evaluation Process

STEP 1
Project Feasibility

ACTIVITY

TASKS

FY 09

Identify needed resources to
evaluate project PPP potential

Consultant procurement
process

Assess in-house capability

Formalize in-house Public-Private Partnership Task Force

Determine consultant requirements, scope of work and
cost estimate for program and strategy development
support, including technical, legal and financial services

Procure PPP consultant

Board action

Award consultant contract

FY 10

Assess PPP viability of initial
project list

Consider pending environmental information and legislative
capacity

Perform high-level financial feasibility/life-cycle analyses

Consider opportunity for beneficial project innovation or
alternative technical concepts

Assess risk allocation potential

Determine if clearly definable and measurable
specifications can be established

Industry forum discussing
those projects recommended
as a result of consultant
analyses

Determine private sector interest in recommended projects
Gain technical guidance
Evaluate PPP model alternatives, advantages, risks, etc.

Public-Private Partnership Program




STEP 2
Project Definition

ACTIVITY TASKS
Develop Procurement o Well defined, predictable and transparent
Process o Procurement team experienced in PPP contracting process
Enabling legislation ¢ Determine needed legislation to support identified potential
projects

o Pursue required legislation, if necessary

FY 11

e Finalize environmental studies

Assess projects with Project | « Formulate well defined project scope and objectives
Suitability Screening Criteria | o Assess PPP Project suitability, and identify and allocate
(Attached) potential projects risks

Stakeholders
RFI respondents
Legislators
Unions

Outreach to interested parties

Establish Board adopted
policy for PPP negotiations

Operations/maintenance of projects
Tolls, fares

Project phasing options
Procurement policies

STEP 3
Procurement

ACTIVITY TASKS

Board action ¢ Final Public-Private Partnership project(s) selection

e |dentification of public sector funding contribution

o Authorization to pursue PPP solicitation and execution of
consultant contract option for development of
procurement documents

e Pursue project specific legislation, if necessary

Negotiations ¢ Negotiate PPP agreement
Structure contract documents to fulfill negotiated
agreement

Board action Public sector funding source commitment

PPP agreement execution

Amend LRTP and RTP, if necessary

Exercise consultant contract option for program

management support (optional)

Public-Private Partnership Program 10




PPP PROJECT SUITABILITY SCREENING

Public agency assessment of project risk under PPP delivery methods

Screening Criteria

ANALYSIS

CONCERNS

Financial Feasibility

Project revenue generation potential and parameters

Private sector economics (capital, O&M costs, financing, etc.)

Public sector funding levels, identification of dedicated
funding source, if possible

Financial viability of project, life-cycle costs, value for money
evaluation

Project phasing or packaging

Design and Construction

¢ Significant design and construction constraints

¢ Right of way, geotechnical, hazardous materials risks
¢ Technical feasibility issues

¢ Public sector acceptance of technical innovation

Operations and
Maintenance

e Public or private operator

e Assess existing O&M contracts and viability of PPP
opportunities

¢ Maintainability of service standards by private sector

¢ Feasibility of performance accountability

¢ Public sector acceptance of O&M innovation

Impacts of Approval
Process

e Appraisal of necessary technical staff resources
¢ Consideration of PPP negotiation process with respect to
anticipated project schedule

Project System Interface

Integration of project into existing system
Impact of private operation on system integration

Legislation

Legal and legislative constraints
What new legislation, if any, is required to support proposed
projects

Acceptability

¢ Stakeholder and political acceptance and support of private
involvement in public facility

¢ Public sector comparator analysis to determine if best project
delivery method is really PPP or traditional financing

Public-Private Partnership Program







