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0220-04888-0016February 5, 2016

The City Council 
The Mayor

To:

Miguel A. Santana, City Administrative OfficerFrom:

REQUEST TO NEGOTIATE AND EXECUTE AN AGREEMENT FOR FINANCIAL 
CONSULTING SERVICES FOR THE DOWNTOWN LA STREETCAR PROJECT

Subject:

SUMMARY

The Office of the City Administrative Officer (CAO) requests authority to execute a one year 
Agreement, with two one-year options with Ernst and Young Infrastructure Advisors LLC., (EYIA) 
to provide financial consulting services for the proposed Downtown LA Streetcar (LA Streetcar), 
The total cost of the contract is up to $1,488,000 million. However at this time, this Office is 
requesting authority and funding for only Phase One - estimated at $350,000. The financial advisor 
will be tasked with the primary goal of developing an implementation and funding strategy to 
resolve the projected construction shortfall estimated between $87.50 million and $119.10 million 
and to support operations for up to 30 years. The proposed Downtown LA Streetcar is a fixed-rail 
streetcar system that will link existing regional transit, serve the Civic Center, and other Downtown 
areas.

Authority to proceed with Phase Two and Three may be requested in future reports and will require 
approval of additional funding by both the Mayor and Council,

Background

As instructed by the City Council, this Office issued a Request for Proposals (RFP) to hire a 
financial advisor to assist with the development of a funding strategy to resolve the construction 
shortfall for the LA Streetcar project. This report provides recommendations on the proposed 
consultant selected, estimated costs and proposed funding source relative to these anticipated 
consulting services which includes developing a P3 or other alternative funding strategy.

The most recent cost estimate released by the City in February 2014 (C.F. 11-0329-S12) projected 
a construction cost of $281.6 million to build the LA Streetcar. This estimate was provided by 
consultant AECOM (formerly known as URS Corporation) and is more comprehensive than 
previous released cost estimates due to the inclusion of revised utility relocation costs.
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Assumptions

The revised funding range shortfall is approximately $119,10 million to $87.50 million based on two 
scenarios. The first scenario assumes a construction cost of $281.6 million. The second scenario 
assumes the achievement of the current goal which is to reduce the cost estimate to below $250 
million. Both assumptions include approval of a Federal Transit Administration (FTA) Small Starts 
Grant, and use of available funding from the Community Facility District (CFD) approved by the 
voters in 2012 to issue bonds to support these costs.

Projected Streetcar Construction Cost and Shortfall

Millions
$281.60

(Current)

Million
$250.00

(Goal)
AECOM Revised Construction Cost

Potential Available Funding
Community Facilities District * ($62.50) ($62.50)

($100.00)

$162.50
Federal Transit Administration Small Starts Grant ($100.00)

Subtotal $162.50
$119.10Funding Range Shortfall $37.50

* Use of these funds is contingent upon bond counsel approval of any P3 agreement 
' Use of these funds is contingent upon securing grant award

Previously, the Small Starts Grant Criteria required a project to be less than 3250 million in order to 
be awarded funding. As of December 2015, the Fixing America Surface Transportation Act has 
increased the Small Starts grant amount to $100 million and the maximum project costs limit has 
been increased to $300 million. The City and the Los Angeles Streetcar Inc. (LASI), an 
independent non-profit agency, are working on developing additional preliminary design work to 
reduce the current estimate to a project goal of $250 million.

To move this project forward to FTA for review consistent with a Small Starts Grant, the FTA has 
advised the City that a balanced financial plan needs to be in place which demonstrates how the 
City plans to fund the construction and operation of the project without a funding shortfall. The 
pursuit of a P3 and/or alternative funding strategy is considered a key component for moving this 
project forward.

It should be noted that concurrent to the development of this proposed financial plan, there are 
other actions already in progress relative to implementing the LA Streetcar project:

• The lead agency for the LA Streetcar under California Environmental Quality Act (CEQA) is 
the City of Los Angeles. Development of the project and its environmental review process 
are being managed through the joint cooperation of the Los Angeles County Metropolitan 
Transportation Authority (METRO) and the City Department of Transportation (DOT) and 
the City Bureau of Engineering (BOE). Additional support is being provided by LASI. The 
CEQA documentation is scheduled to be completed by November 2016. The federally 
required Environmental Act (EA) documentation is scheduled to be completed by April 
2017.
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• The LASI has hired an engineering firm to work on preliminary design work (up to 30%) in 
an effort to develop value engineering opportunities with potential cost savings to reduce the 
current construction cost estimate of $281.6 million. Although managed by LASI, this 
preliminary engineering work will ultimately be reviewed and approved by BOE; this work 
will be completed by August 2016.

• The BOE will be completing a third party cost estimate of the preliminary engineering design 
work at the completion of 30 percent, and is anticipated to start in September 2016.

Proposal Process and Selection

On August 18, 2015, this Office issued a RFP seeking proposals for independent financial 
consulting services to assist the CAO in developing funding strategies to support the construction 
and/or operation for two proposed projects; the LA Streetcar and the Los Angeles Convention 
Center Expansion (LACC Expansion). This report provides information relative to the LA Streetcar 
project and the report back for the LACC Expansion will be provided under a separate report. The 
funding strategies could consist of a P3 or other alternative delivery method which does not include 
use of the City’s General Fund. The RFP was posted on the Los Angeles Business Assistance 
Virtual Network (BAVN) website and a Bidders Conference was hosted on September 11, 2015 for 
both projects, which was attended by fourteen potential bidders. The CAO received four proposals 
for the LA Streetcar project by the September 25, 2015 submission deadline.

The four proposals and their resulting scores are as follows:

Proposer
Ernst and Young Infrastructure Advisors, LLC. 
William Blair
Project Finance Advisory Limited 
OMNICAP Inc.

Score
103
86
84
78

The selection panel consisting of representatives from the CAO, DOT, and Metro evaluated and 
scored the proposals and EYIA was rated the highest with a total of 103 points, which includes an 
additional eight points for their participation in the local business preference program. The 
selection criteria was based on the following categories:

A. Demonstrated Ability
B. Timeliness
C. Cost Reasonableness

70 points 
15 points 
15 points

Total 100 points

The panel based their decision on the overall quality of the proposal, and extensive past 
experience in providing financial analysis and procurement advisory services for large 
infrastructure projects and P3 projects worldwide. Included as part of EYIA's team is Nossaman 
LLP, a law firm, who is the current legal advisor to the Metro GoldLine Construction Authority and 
the Expo Metro Construction in Los Angeles; and the Public Resources Advisory Group (PRAG), 
which is a financial advisor who provides independent in-depth financing support to both state and 
local governments.
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Scope of Work and Cost

The proposed Agreement has not yet been finalized with EYIA. However it is our intent to prepare 
and execute an Agreement based on the RFP provisions and the proposal submitted. Attached is 
a tentative proposed draft Agreement for all three phases. The City Attorney’s Office and EYIA are 
reviewing the Standard Provisions language for City Contracts relative to liability and 
indemnification and any modifications will be included in the Final Agreement, Should the final 
Agreement differ significantly in material terms, costs or conditions from those in the attached draft 
Agreement, this Office will report back for subsequent approval. The consultant will only be 
authorized to work on Phase One with the approval of this report and the proposed funding 
source(s). The scope of work as outlined in the RFP is comprised of three phases, as outlined 
below:

Phase One (Will Result in a Report to the Council and Mayor)
• Conduct evaluation of funding alternatives, including potential P3 structures, and 

development of a recommendation as to which strategy would be the most appropriate 
funding structure for this project. This evaluation must include the financial and legal 
benefits of each alternative and the criteria that the City should consider;

• Development of a strategy to access private capital through a Request for 
Qualification(RFQ), and/or Request for Proposal (RFP) procurement process;

• Development of a viable preliminary financial plan to fully fund the LA Streetcar project;
• Provide a written report with recommendations that include the various options to fund the 

LA Streetcar project; and,
• Assist City staff with briefings and presentations to the Mayor and Council and other 

stakeholders.

Phase Two (Work contingent on Additional Approval of the Council and Mayor)
• Develop the process and structure for implementing the P3 or other alternative funding and 

delivery method that may include the development of the RFQ and/or RFP for the LA 
Streetcar project;

• Assist the City in ongoing discussions and open dialogue with potential proposers to ensure 
all stakeholder input is considered;

• Provide analysis and evaluation of responses submitted;
• Provide a written report with recommendations which includes various options for 

implementation; and,
• Assist City staff with briefings and presentations to the Mayor and Council and other 

stakeholders.

Phase Three (Work contingent on Additional Approval of the Council and Mayor)
• Assist the City in procuring and selecting any additional technical, financial or legal services 

that may be required to implement the agreement on behalf of the City;
• Development of a long term financial agreement and implementation documents for this 

project, if approved by the Mayor and Council; and,
• Assist City staff with briefings and presentations to the Mayor and Council and other 

stakeholders.
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The EYIA proposed timeline to complete all three phases may take up to twenty-one months and 
will be fluid based on work to be completed and the required approvals needed to proceed with 
subsequent phases. Based on the original assumption of a start date in January 2016, it is 
anticipated all activities will be completed no later than September 2017. Below is the anticipated 
timeline and proposed costs as submitted by EYIA:

Phases Timeline Estimated Cost
Phase One 1 - 3 mos 350,000
Phase Two 

' Phase Three
Up to 15 mos 

Up to 3 mos
824,000
309,000

j Other Direct Costs (Travel) n/a 5,000
$1,488,000Total

It should be noted that the BOE has indicated that there will be a need to access funding by June 
2017 to start design and land acquisition which is earlier than the proposed timeline. This Office 
will explore options and work with EYIA to accelerate the proposed timeline for Phase Two and 
Three or work with BOE, as needed to meet their cash flow needs.

The CAO is recommending approval to proceed with Phase One. As noted, authority to proceed 
with subsequent phases will be brought forward in future reports and will require additional review 
and approval. The funding for Phase One will be provided by LASI, Council District 14 AB1290 
Funds and current available appropriations within the Measure R Local Return Fund set aside for 
the LA Streetcar Project,

RECOMMENDATIONS:

That the City Council:

Authorize the City Administrative Officer to negotiate and execute, a one year contract with 
two one-year option(s) to extend with Ernst & Young Infrastructure Advisors LLC. In the 
amount of $1,488,000 million, subject to the approval of the City Attorney as to form and 
legality.

1.

Authorize the CAO to proceed with Phase One Scope of Work as identified in this report 
and report back on financing alternatives and the recommended strategy for the LA 
Streetcar project, including the financial and legal benefits of each alternative for 
consideration.

2.

Subject to the approval of the Mayor:3.

a. Authorize the Controller to accept $116,667 from the Los Angeles Streetcar Inc. to 
assist the City with the cost for Phase One, Scope of Work as identified in this report 
and request and authorize the Controller to deposit and appropriate funds received 
as a result of this action to the City Administrative Officer, Fund 100, Department 10, 
Account No. 003040, Contractual Services Account for the cost of the LA Streetcar 
Financial Consulting Services, Phase One.
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b. Authorize the Controller to transfer and appropriate $233,334 from the Measure R 
Local Return Fund No. 51Q as follows:

From:
Account No. 94K690, Downtown LA Streetcar, AB 1290 
Account No. 94311G, Downtown LA Streetcar

$116,667 
$116,667 

Total $233,334

To:
Account No, 003040, Contractual Services 
City Administrative Officer, Department 10

$233,334

4. Authorize the CAO to make any technical corrections or clarifications to the above 
instructions to effectuate these recommendations

FISCAL IMPACT STATEMENT

There is no fiscal impact to the General Fund with these actions. The total cost of the contract will 
be up to $1,488,000. The immediate fiscal impact will be $350,000, The remaining $1,138,000 
will be subject to the Council and Mayor approval of Phases Two and Three and funding 
availability. These recommendations are in compliance with the City’s Financial Policies in that 
one-time revenue is used for one-time expenditures.

MAS:IR:06150078

Attachments


