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SUMMARY

On February 12, 2016, the City Council and Mayor authorized this Office to negotiate and execute 
a contract with Ernst and Young Infrastructure Advisors (EYIA) to review the Downtown LA 
Streetcar (LA Streetcar) project and evaluate its potential as a Public Private Partnership (P3) 
project (C.F. 11-0329-SI3). This Office was also instructed to report back on financing alternatives 
and the recommended strategy for delivering, maintaining, and operating the LA Streetcar project 
as informed by EYIA’s findings and recommendations.

EYIA has completed its review and evaluation of the project and has provided its findings in the 
attached report. In summary, EYIA has concluded that a P3 approach to the LA Streetcar project 
offers the City the best ability to maximize the transfer of risk, maximize affordability, and ensure 
the delivery of quality streetcar services for the term of the agreement. Specifically, EYIA 
recommends a Design, Build Finance, Operate, and Maintain (DBFOM) P3 model with an 
availability payment structure. An availability payment is a payment the City would make to its 
private partner for the delivery of the project in its entirety and to ensure the ongoing service 
availability. The payment amount is a factor of the financing and construction costs, ongoing 
lifecycle maintenance of the asset, and service/operations costs. Therefore, changes to the project 
costs, or funding gap will change the amount of the payment. Additionally, the payment could be 
subject to reduction based on whether key performance indicators tied to desired service levels are 
being met.

EYIA estimates that the City’s annual availability payment for the LA Streetcar project, delivered 
through a P3 strategy is $19.9 million for thirty years. This analysis is based on the following 
assumptions:

• The project cost is estimated at $266.2 million based on the route alternative that includes 
7th Street without a Grand Avenue Extension. The previous estimate of $281.6 million was 
based on a route including a Grand Avenue Extension;
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Changes in the financial market may allow the Community Facilities District (CFD) approved 
by voters to provide up to $85 million rather than the previously estimated $62.5 million 
towards the project cost;

The recently enacted Fixing America’s Surface Transportation Act (FAST Act) will allow the 
City to request an increase to their allocation of Federal Transit Administration’s (FTA) Small 
Starts Grant program from $75 million to approximately $100 million; and

Previously Council committed Measure R Streetcar Operations and Maintenance (O&M) 
funds and additional project related revenues (farebox, advertising, and naming rights) will 
be available to contribute about $12.8 million towards the $19.9 million availability payment.

Given these assumptions, EYIA estimates that the construction funding gap is $81.2 million 
(instead of $144.1 million) with an availability payment gap of $7.1 million, if a DBFOM model is 
pursued. EYIA provides options for closing the construction funding gap and the availability 
payment gap which require additional consideration and review to determine their benefit and 
feasibility.

Unresolved Issues

Project Cost Estimate - It is unknown at the time of this report if the 30 percent preliminary 
engineering work completed for the project will result in meeting the goal of $250 million or 
stay within the FTA Small Starts grant criteria of $300 million or below. This information will 
be available subsequent to the release of this report.

1.

2. Future replacement costs - The cost of replacement equipment, track and furnishings are 
not included in the current cost estimate and would need to be developed.

Legal Review - EYIA has advised that the City seek further bond counsel review of a P3 
structure under the approved Mello-Roos, private use issues and compliance with federal 
tax law, should the P3 approach be approved by the City.

3.

Future P3 procurement costs - Additional costs to procure technical consultants necessary 
to develop a Request for Qualification (RFQ)/Request for Proposal (RFP) for the P3 market 
are unknown. Stipends are sometimes offered for P3 procurements for their time and effort 
in developing P3 bids and additional, focused City staff time and additional resources may 
be needed.

4,

This Office recommends that the City Council and Mayor approve changing the overall project 
strategy for the LA Streetcar from the current Construction Management (CM) /General Contractor 
(GC) delivery method to the recommended P3 DBFOM method, and provide $825,000 in 
additional funding from the Proposition A Local Transit Assistance Fund allocated in Fiscal Year 
2016-17 for Streetcar O&M for Phase Two of the EYIA contract. The use of these O&M funds will 
need to be made whole in future years to meet prior actions. Lastly, this Office should be instructed 
to report back within 60 days regarding any additional resources needed to implement the P3, 
including staffing and additional consultant support.
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Timeline and Next Steps

The next steps to move this project forward are:

August 19, 2016 Finalize the 30 percent preliminary engineering design and cost 
estimate currently being developed and formally determine if cost 
reductions can be achieved to meet the FTA Small Starts Grant 
Program project threshold.

Submit the FTA Small Starts Grant application, contingent upon receipt 
of a 30 percent cost estimate that meets the FTA criteria. Request for 
this approval will be submitted by DOT.

September 2, 2016

Report back to Council on any additional resources or City staffing 
needs and/or departmental budget allocations required to implement a

Within 60 days

P3;

Prepare a more detailed cost estimate for the Project operations and 
maintenance, including rehabilitation and capital renewal expenditures;

Within 120 days

Explore the Alternative Funding Strategies identified by EYIA and 
validate the potential for additional funding and report back;

Resolve any pending issues with bond counsel regarding the P3 
structuring and CFD; and,

Finalize an updated delivery and funding strategy for the Project, 
inclusive of the outcome of the review of the Alternative Funding 
Strategies and the Metro Transportation Ballot Measure in November 
2016;

Conduct market sounding with the industry to shape a P3 deal structure 
and to ensure a robust P3 competition;

Within 6 to 9 mos

Procure P3 technical consultants (mobilize consultants already 
available) and transactional legal consultants that would support the 
development of RFQ / RFP documents and technical, performance- 
based specification; and,

Prepare for City Council review of a proposed P3 RFP and the initiation 
of a P3 procurement.
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RECOMMENDATIONS:

That the Council, subject to the approval of the Mayor:

1. Approve the change in the LA Streetcar project implementation strategy from the current 
CM/GC to a DBFOM with an availability payment, and instruct the City Administrative Officer 
(CAO), City Engineer and Department of Transportation to work together and report back 
within 60 days with any additional resource needs required as a result of this change;

2. Authorize the Controller to transfer and appropriate $825,000 from the Proposition A Local 
Transit Assistance Fund, Fund 385, Account 94NA12, Downtown LA Streetcar Operations 
and Maintenance to the Office of the City Administrative Officer, Department 10, Fund 100, 
Contractual Services Account 003040 for the implementation of Phase Two of the P3 
Contract with Ernst and Young Infrastructure Advisors, and authorize the CAO to negotiate 
and execute Phase Two of the contract; and,

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

DEBT IMPACT STATEMENT

There is no debt impact resulting from the recommendations in this report.

FISCAL IMPACT STATEMENT

The General Fund fiscal impact is unknown at this time. The recommended P3 DBFOM strategy 
fully funds the construction shortfall and identifies partial funding in the amount of $12.8 million for 
the availability payment. However, there is an unfunded portion of the availability payment in the 
amount of $7.1 million which still needs to be resolved. Should this strategy be approved, the 
estimated annual availability payment is $19.9 million based on a project cost of $266.2 million, 
and would commence upon completion of construction of the LA Streetcar.

MAS:PJH:DHH:IR:06170014

Attachment
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APPENDIX

Project Description

The proposed Downtown LA Streetcar is a modern fixed-rail streetcar system that will link existing 
regional transit and serve the Civic Center, and the Downtown areas and it will enhance transit 
mobility options as a circulator service. The LA Streetcar is envisioned to connect residential and 
employment areas in and around the Downtown area (serving the Civic Center, historic Broadway 
and the Historic Core, the Fashion District, South Park, L.A. Live and the Convention Center, and 
the Financial District), making the Downtown area more navigable for residents as well as visitors 
to the City.

Project Status

The project is currently being developed as a Construction Management (CM)/ General Contractor 
(GC) project approved by City Council on September 17, 2013. Concurrent to the development of 
the financial plan, several activities are underway to move the project forward.

• Development of the project and its environmental review process are being managed 
through joint efforts of the Los Angeles County Metropolitan Transportation Authority 
(METRO), the DOT, and the City BOE with additional support by the Los Angeles Streetcar 
Inc. (LASI), an independent non-profit agency. The Draft Environmental Impact Report 
(EIR) was released to the public for comment on June 24, 2016 and it is anticipated the 
California Environmental Quality Act (CEQA) documentation will be completed and ready 
for Council approval in November 2016.

Five route options are under consideration in the Draft EIR.
1. No project alternative.
2. 7th Street with Grand Avenue Extension.
3. 7th Street without Grand Avenue Extension.
4. 9th Street with Grand Avenue.
5. 9th Street without Grand Avenue Extension

• Preliminary engineering work (up to 30%) managed by LASI will be completed by 
August 31, 2016. It is anticipated the project will seek funding through the FTA Small Starts 
Grant Programs by September 2, 2016.

• A 30 percent independent cost estimate is being developed and will be completed by mid- 
August 2016.

• The City Council committed to spend $294.7 million in City Measure R 15% Local Return 
funds on March 6, 2013 (C.F. 11-0329-S7) for streetcar operations over a 30-year 
operational plan with funding programmed over a 23-year period from FY 2017 through 
FY 2039. The 2016-17 Adopted Budget provided an allocation of $6 million in Proposition A 
Local Transit Assistance Funds for the streetcar operations (C.F. 16-0600) to meet this 
action.
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Mello-Roos Community Facility District

The Mello-Roos Community Facilities Act (Act) was passed in 1982 and provides a method for 
local governments to fund public infrastructure and certain services. The Act provides that cities 
may form a “community facilities district’ (CFD), special financing entities through which a local ■ 
government is authorized to levy special taxes and issue bonds approved by the voters of the 
district. The proceeds can be used to finance the construction, expansion, rehabilitation, or 
acquisition of any real or other tangible property with an estimated useful life years of five years or 
more, which will be constructed, owned or operated by a public entity.

In December 2012, a Mello-Roos CFD No. 9 was approved through a ballot measure to issue 
bonds to finance a portion of the construction cost for the LA Streetcar Project. The measure 
authorized a maximum amount of $85 million and the levying of a special tax each year on taxable 
properties. The formula for determining the levy of this special tax is based on taxable land square 
footage and varies by property owner. The annual maximum amount is estimated at $7.6 million. 
The City Administrative Officer (CAO) serves as the CFD Administrator for issuance of the bonds 
and levying the taxes. The term of the CFD would not exceed 30 years, and if approved the taxes 
levied and bonds issued would not occur unless the following three conditions were met:

Compliance with the CEQA Documentation - The CFD Administrator shall have been 
provided with an opinion of counsel reasonably satisfactory to the CFD Administrator to 
the effect that the legislative body responsible for overseeing the CEQA review process 
has approved the review and that the legal challenge period associated with such has 
expired. Status: In progress - The EIR has been released and it is anticipated this will go 
to Council in November 2016.

1.

Acceptance by FTA for Project Development (PD) - The CFD Administrator shall have 
been provided with an opinion by counsel reasonably satisfactory to the CFD 
Administrator to the effect that the FTA has accepted the project into PD. Status: 
Pending review by CFD Administrator and counsel. The City received notification on 
February 28, 2014 that the Project was approved for PD.

2.

3. Commitment to operate the streetcar by a public or private operator - The CFD 
administrator shall have been provided with an opinion reasonably satisfactory to the 
CFD Administrator to the effect that the local financial commitment meets the Federal 
Small Starts funding requirements for a minimum period of 30 years. Status: In progress 
- This report provides a pathway with multiple strategies to fund the project and serves 
as a financial plan.

Federal Small Starts Grant

The funding plan for the LA Streetcar project assumes receipt of a FTA Small Starts Grant. The 
original amount assumed was $75 million, however due to legislative changes in December 2015, 
the amount available has increased to $100 million and the maximum project cost limit has 
increased from $250 million to $300 million. Per FTA guidelines a reasonable funding plan must be
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increased from $250 million to $300 million. Per FTA guidelines a reasonable funding plan must be 
identified before they will review the draft Environmental Assessment (EA) and consider awarding 
grant funding for the project to the City. The application deadline to submit for rating and inclusion 
in the President’s Budget for Fiscal Year 2017-18 is September 2, 2016. Should this deadline be 
missed, the City will need to wait one year until the next application window opens. The FTA Small 
Starts Grant Program provides grants for capital costs associated with new fixed guideway 
systems, extensions and bus corridor improvements.

Background

At the July 2, 2015 Transportation Committee meeting, a joint report was provided by the CAO, the 
BOE and the DOT which contained a revised independent cost estimate and construction schedule 
for the l_A Streetcar project (C.F. 11-0329-S12) prepared by AECOM/URS. The cost estimate was 
reported at $281.6 million with a construction gap of $144.1 million, assuming approval of a $75 
million Small Starts grant and $62.50 million in local CFD funding.

As part of the Committee’s instructions, the LASI was authorized to proceed with additional 
preliminary engineering work, so that cost reduction strategies could be identified. In addition, the 
Committee further established a project cost estimate target of $250 million. This Office, the BOE 
and the DOT were further instructed to report back with project updates and a financial plan to fully 
fund the cost of construction for the LA Streetcar project, which could include alternative delivery 
methods or the potential use of a P3 model. Specifically, the Council requested that the following 
information be provided prior to requesting that the FTA evaluate and rate the project for grant 
funding to the City:

Recommended significant changes to the project, including modifications to the route, 
project delivery method, etc;

1.

2. Recommended reasonable financial plan for the streetcar project that funds the full cost of 
construction; and,

3. Project updates, if a reasonable financial plan that funds the full cost of construction cannot 
be developed and/or the project is no longer eligible for Small Starts funding.

The intent of this report is to report back on the financial plan that funds the full cost of 
construction. It is our understanding that subsequent reports will be forthcoming from the BOE and 
DOT relative to the remaining items.

On August 18, 2015, this Office issued a RFP to hire a financial advisor to assist the City in 
seeking solutions to bridge the funding gap. Four proposals were received and EYIA was selected 
to provide financial consulting services. This Office received approval on February 24, 2016 
(C.F.11-0329-S13) to award the contract to EYIA and was authorized to proceed with Phase One 
of the scope of work to evaluate various delivery and financing options culminating in a preliminary 
funding plan as required by the FTA.
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Framework for Analysis

This Office provided general guidance to EYIA and key project objectives, which served as the 
guiding principles for the overall strategy for the development of any potential solutions, as follows:

Affordability - The cost of the project has increased since the first estimate in 2011. The City 
is actively seeking solutions with a goal to bring the costs to $250 million. The City policy 
limits its total non-voted approver direct debt to six percent of General Fund revenues. If 
publically financed, this option limits the overall borrowing capacity for capital projects 
Citywide. Potential solutions could include those which do not impact borrowing capacity 
and provide incentive for innovation.

Risk Transfer - Most infrastructure projects run the risk of capital cost overruns, lifecycle 
cost overruns and delays in the construction schedule. The transfer of delivery and 
operational risk to the private sector is critical given the existing funding gap.

Construction Schedule - The anticipated service date is 2020 based on the current 
construction schedule. Potential solutions should incorporate this anticipated timeline to 
achieve this schedule. Cost escalations and delays will impact the affordability factor.

Level of Service - Reliable operations and maintenance is critical to ensure a high level of 
service. Potential solutions should ensure long-term maintenance needs are met.

The methodology used to support EYIA’s findings, included: the re-evaluation of existing primary 
funding estimates such as the FTA Small Starts Grant, the CFD and anticipated farebox revenue in 
the context of current federal legislation, new project updates and current market conditions; and 
the review of potential new funding sources and likelihood of implementation. These factors were 
compared against the key project objectives.

Project Delivery Options and Comparison of Available Financing Options

The EYIA report considered a range of various project delivery options and narrowed down the list 
to three options as most feasible (See Attachment: Section 7 - Table 25-27 for more detailed 
comparisons) based on the criteria and overall city objectives as follows:

1. Design, Build, Finance, Operate, Maintain (DBFOM) with Availability Payment.

DBFOM with a private financing approach creates an incentive for further innovation to reduce 
design, build, and operations and maintenance (O&M) pricing. It would transfer financing, 
construction and operational risks to the private developer team. With this approach, the need 
for city oversight and resources during construction and operations would likely be reduced. 
Overall the City would have limited control.
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ConsPros
• Construction costs, schedule overruns and 

O&M pricing remain with the private partner 
and thus transfers maximum risk.

• Project will be fully financed upfront for capital 
costs and the public owner will not be 
obligated to make Availability Payments (AP) 
until construction is complete.

• Allows for construction milestone payments, if 
desired to reduce future APs.

• AP’s do not impact the six percent City debt 
limit.

• AP’s would cover both captial and O&M costs.
• Competitive bidding process is inclusive of a 

price for the design, construction, O&M and 
financing of the project for the specific time 
period under a single procurement.

• On-going O&M performance can be tied to 
performance requiremetns and failure to meet 
requirements could reduce annual APs.

• Public owner typically retains fare setting 
authority to maximize ridership and integration 
with other local transit services and payment 
mechanisms.

There may be a limited market of investors 
willing to pursue due to maximum transfer of risk 
for construction costs, schedule and O&M 
pricing.
Higher cost of private financing. Bidders typically 
bid the maximum amount available.
Commitment to a long term financing obligation 
of no less than 20-30 years.
There is limited flexibility for service adjustments 
and control.

2. Design, Build, Operate, Maintain (DBOM) with Public Financing.

DBOM with a public financing approach also provides equal or greater value than the traditional 
delivery method due to the transfer of construction and schedule overrun risks as well as long 
term O&M pricing. The need for City oversight and resources during construction and 
operations would likely be reduced. This option is the next best alternative if the City is not able 
to support debt service beyond the Mello-Roos financing and the construction shortfall is offset 
with the other funding sources.

Pros Cons
• Competitive bidding process is inclusive of a 

price for the design, construction and 
operation and maintenance of the project for 
the specified time period under a single 
procurement.

• Allows for innovation and the development of 
cost efficiencies upfront and establishes a 
long-term maintenance program.

• Transfers the design and construction
integration risk to a single entity.

• Lower financing cost incurred.
• On-going O&M performance can be tied to

performance requirements and failure to meet 
requirements could reduce contractual
obligations.

• Public owner typically retains fare setting
authority to maximize ridership and integration 
with other local transit services and payment 
mechanisms.

Limited construction warranties.
City retains responsibility for financing the 
project.
Impact on overall City debt capacity.
City assumes the revenue risk.
City will relinquish control traditionally held with 
traditional project delivery methods.
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3. Construction Manager (CM) /General Contractor (GC) with public financing - (current 
strategy).

The City Council approved a CM/GC project delivery method on September 17, 2013 for the LA 
Streetcar project (C.F. 11-0329-S7). This recommended approach was the best option 
considering the partnership with LASI to deliver the project. Both the City and LASI have a 
shared financial interest in the delivery of the project with the City responsible for any potential 
cost overruns and all liability issues.

Pros Cons
• Lower financing cost incurred.
• Flexibility for service adjustments.
• Flexibility in long term contractual

arrangement with O&M operator

• Minimal risk transfer. City retains significant 
schedule, design build cost overrun risks, and 
O&M cost increases.

• Limited private sector innovation for cost 
effective designs.

• City retains responsibility for financing the 
project.

■ Impact on overall City debt capacity._____________

Project Cost Estimates

Various project cost assumptions and shortfalls have been released. Table One provides a 
summary of the prior assumptions from 2015 to current. The May 2015 cost estimate projected a 
cost of $281.6 million with a funding shortfall of $144.1 million. The change to the FTA Small Starts 
Grant Program subsequently reduced the funding gap from $144.1 million to $119.1 million. 
Lastly, the City has set a goal of reducing the project cost to $250 million.

Table One - Original Cost Assumptions

May 2015 Dec 2015 2016AECOM May 2015 
Construction Cost Estimate 7th Street with 

Grand Ave Ext
7th Street with 
Grand Ave Ext

City Goal

281.60 281.60 250.00
Potential Available Funding

Mello-Roos CFD (62.50) (62.50) (62.50)
(75.00) (100.00) (75.00)FTA Small Starts Grant

(137.50) (162.50) (137.50)Subtotal

Funding Shortfall (Millions) 144.10 119.10 112.50

The EYIA report assumed a project cost of $266.2 million as the starting point for their analysis 
based on direction given by this Office and the Streetcar Executive Steering Committee (Table 
Two). Furthermore, based on the new finding which allows the ability to leverage up to $85 million 
(rather than $62.5 million) in net proceeds from the CFD, the shortfall is reduced to $81.2 million. 
EYIA and Public Resources Advisory Group (PRAG) revisited the original CFD financing 
assumptions, authorizations and current market conditions, and are of the opinion that the City can 
leverage up to $85 million from the CFD to narrow the funding gap. This finding is significant as it 
further reduces the gap from $119.1 million to $81.2 million, based on a project cost of $266.2 
million. This Office has conferred with bond counsel on this finding and has been advised that any 
use of CFD funding continues to be limited to capital costs with public ownership and benefit.
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Proposed Financing Strategies

The CAO report includes two additional project cost estimates for each of the two financing 
strategies presented as various cost estimates have been released in prior reports and should be 
considered as part of this proposal (See Tables Two and Three on Page 13).

1. DBFOM with Availability Payment: - EYIA recommends a P3 strategy using a DBFOM 
project delivery method as the best option to fully fund and build the project given the City 
objectives surrounding the project and the benefits associated with the long term risk.

Assumptions:
The P3 strategy with a DBFOM assumes a $19.9 million Annual Availability Payment (AP) based 
on a project cost of $266.2 million. Should the project cost change, the AP estimate would change 
accordingly. This approach requires the private developer to finance the construction cost of 
approximately $166.2 million which is net of the FTA Small Starts Grant of $100 million. The City 
would then pay a combination of construction milestone payments and ongoing AP to cover the 
entire costs of design, construction, financing, and O&M of the project. The source of these 
payments would be the Measure R allocation for Streetcar O&M, other project related revenues, 
the Mello-Roos CFD, and the potential use of other funding sources. It should be noted this model 
still requires further review by the City’s bond counsel to ensure compliance with the CFD relative 
to private use, ownership issues and federal tax laws.

Specifically, rather than issuing bonds to support the financing under the CFD, the special tax 
would be levied and applied directly to support the AP in the amount of $5.3 million (to fund the 
capital portion). The remainder of the AP would be offset with $7.5 million from the City’s 
commitment of the Measure R allocation for Streetcar O&M, and additional project related 
revenues (farebox, advertising and naming rights). Other sources or alternative strategies 
identified in the EYIA report could contribute to the unfunded portion of the AP estimated at $7.1 
million. The AP would not start until the project has been completed. It should be noted that the 
actual AP estimates will not be known until an RFP is released and proposals are submitted by 
potential P3 private developers.

2. DBOM with Public Financing: EYIA recommends the DBOM project delivery method as the 
second best alternative should a P3 not be selected. This structure requires the City to fully 
fund the construction shortfall with public financing.

Assumptions:
There are potentially two options the City could pursue to publically finance the project under a 
DBOM approach. In both cases the shortfall discussed is net of the FTA Small Starts Grant of $100 
million. The City’s annual cost will vary based on the total cost of the project.

a. Option One - CFD and Lease Revenue bonds would be issued to fund the shortfall. 
Bonds supported by the CFD would be issued to cover $85 million of the shortfall. The 
remaining shortfall would be financed through Lease Revenue bonds support by 
Measure R, and additional project related revenue (farebox, advertising and naming 
rights) and other sources. The General fund would likely be considered the backstop for 
the Lease Revenue bonds.
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b. Option Two - Bonds supported by the CFD would be issued to cover $85 million of the 
shortfall. The remaining shortfall ranging from $65 million to $96.6 million would be 
resolved with cash or other options (other funding sources or alternative strategies 
identified in the EYIA report). The City’s total annual cost would be $12.8 million, funded 
in part by the Measure R allocation for Streetcar O&M, additional project related 
revenues (farebox, advertising and naming rights), and the Mello-Roos CFD.

Left Blank Intentionally
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Table Two - P3 DBFOM

EYIA Base 
Assumptions SCENARIO A SCENARIO B SCENARIO CMay 2015 Construction Cost 

Estimate
May 2015 Construction 

Cost Estimate City Goal7th Street without 
Grand Ave

7th Street without 
Grand Ave Ext

7th Street with 
Grand Ave Ext

266.20 281.60 250.00266.20
Potential Available FundingPotential Available Funding

Mellos-Roos CFD1(85.00) No Bonds Issued No Bonds IssuedMellos-Roos CFD No Bonds Issued

(100.00) (100.00) (100.00)FTA Small Starts Grant (100.00) FTA Small Starts Grant
(185.00) Subtotal (100.00) (100.00) (100.00)Subtotal

Funding Shortfall (Millions) 

P3 Financing 

_________Payment Category

81.20 166.20 181.60 150.00

166.20 181.60 150.00

7.50 7.50 7.50O&M Portion
:Capital Portion (CFD Funded) 5.30 5.30 5.30

Capital Portion (Other sources TBD) 7.10 8.40 5.80

Annual P3 Availability Payment 
(Millions)

19.90 21.20 18.60

Table Three - DBOM with Public Financing Option 1

SCENARIO A 
DBOM

SCENARIO B 
DBOM

SCENARIO C 
DBOM

AECOM May 2015 
Construction Cost Estimate

7th Street without 
Grand Ave Ext

7th Street with 
Grand Ave Ext

City Goal

266.20 281.60 250.00
Potential Available Funding

Mello-Roos CFD (85.00) (85.00) (85.00)
(100.00) (100.00)FTA Small Starts Grant (100.00)

Subtotal (185.00) (185.00) (185.00)

81.20 96.60 6S.00Funding Shortfall (Millions) 

Lease Revenue Bonds Issued 81.20 96.60 65.00

Payment Category
O&M Portion 7.50 7.50 7.50

Capital Portion (CFD Funded) 5.30 5.30 5.30
Capital Portion (Other sources TBD) 4.80 5.72 3.83

12.80 |12.80 12.80City Annual Payment (Millions)

Table Three - DBOM with Public Financing Option 2

SCENARIO A 
DBOM

SCENARIO B 
DBOM

SCENARIO C 
DBOM

AECOM May 2015 
Construction Cost Estimate

7th Street without 
Grand Ave Ext

7th Street with 
Grand Ave Ext

City Goal

266.20 281.60 250.00
Potential Available Funding

(85.00) (85.00) (85.00)Mello-Roos CFD
(100.00)FTA Small Starts Grant (100.00) (100.00)

Subtotal (185.00) (185.00) (185.00)

81.20 96.60 65.00Funding Shortfall (Millions) 

Resolve Shortfall with Cash/other options TBD 81.20 96.60 65.00

Payment Category
O&M Portion 7.50 7.50 7.50

Capital Portion (CFD Funded) 5.30 5.30 5.30
Capital Portion (Other sources TBD) N/A N/A N/A

12.80 12.80 12.80City Annual Payment (Millions)

Special tax levied for AP
1
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Alternative Funding Strategies

Three Tier Options

EYIA recommends additional alternative funding strategies to further reduce the funding gap from 
the anticipated base. The initial strategies were developed based on input from various 
stakeholders. In EYIA’s report a menu of options is provided ranked by Tiers A, B, and C and 
further organized by level of feasibility and ease of implementation. Essentially, these strategies 
should be explored concurrently as the delivery options presented require additional annual 
funding offsets ranging from $3.8 million to $8.4 million, assuming different base scenarios.

This Office has revised the Tiers and options presented in the EYIA report based on ease of 
implementation from a City perspective with additional feedback from stakeholders as follows:

Key ConsiderationsAdditional Funding Sources Estimated
Amount

Project cost reductions Up to $16 
million

One-time. In progress. The new estimates 
will be available by mid-August. However, 
the BOE will hire a consultant to conduct 
an independent third party review of this 
work and formally accept the work and 
report back on any major findings.

Thirty percent Preliminary Engineering is currently in 
progress with the goal of achieving cost reductions 
and/ or efficiencies in the construction cost estimate 
to meet the $250 million target or $300 million Small 
Starts Grant criteria.

Transfer of Floor Area Rights (TFAR) options $10 million to 
$25 million

One-time. Public benefit payments 
allocated from TFAR may be used 
towards the project at the discretion of the 
TFAR Committee and the Council District 
Office. Receipt of actual funds is 
contingent upon issuance of building 
permits.

• TFAR from the Maintenance and Storage Facility 
(MSF) site.

Funds raised from the MSF are estimated to range 
between $6.4 million and $8.2 million (based on $350 
and $450/sq ft) when combining the public benefit 
payment and the TFAR transfer payments.

<
a>

• TFAR from Council District (CD) Fourteen 
allocations.

Approximately $3.6 million has already been received 
and $2.9 million has been approved and allocated for 
the LA Streetcar. Pending building permits issuance.
Cosf Sharing with the Los Angeles Department of 
Water and Power (LADWP)on utility relocations

$0 to $11 
million

One-time or on-going. This Office has 
initiated discussions with LADWP, 
however a proposal has yet to be 
developed and LADWP has not indicated 
their position.

Establish a cost sharing arrangement with LADWP for 
electric utility relocation and betterments. The LA 
Streetcar will be a significant power customer over the 
operational timeframe.______________________________
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Additional Funding Sources Estimated
Amount

Key Considerations

Proposed Metro Transportation Sales Tax TBD One-time. Requires the ballot measure to 
pass in November 2016 and negotiations 
with Metro.• Accelerate $200 million in funding for allocations 

in 2053.

• Request that Metro provide $35 million of a 
proposed allocation for Streetcar & Circulator 
project in 2018._________________________________

Pursue joint development on the MSF site options $1 million or 
$15 million

One-time or on-going. Combine a joint 
development opportunity with a private 
developer. Retail and commercial and 
residential development can be pursued 
on the MSF site.

Ground lease instead of purchasing the MSF.

Transfer of site unused air rights and raise $1 
million in annual lease revenue or $15 million 
upfront for sale of air rights. $36 million initial savings, instead of 

purchasing MSF, but adds $2-3 million in 
O&M annual costs.

CO
Structure will determine if this is a gain or 
loss. This initiative would need to be 
reviewed within the context of the FTA 
and Mello-Roos restrictions.

a>

Up to $36 
million

Leverage City-owned and /or use other surplus 
City property for MSF site.

One-time. Will need to be weighed 
against other City priorities and /or other 
actions already in progress.

• Leverage the value of other City-owned property 
to purchase or ground lease the MSF site.

Other City-owned properties along the route can be 
leased, sold or swapped and proceeds used for the 
MSF.

• City-owned surplus property for MSF site.

City-owned surplus property within the vicinity could 
be used to develop the MSF site rather than 
purchasing one.____________________________________

Raise current $85 million bonding limit to $97 
million without amending the maximum annual 
special tax or CFD boundaries.

$12 million One-time. Requires a new CFD vote.

Remove the $85 million CFD maximum limit and allow 
the City to increase the borrowing limit to generate 
another $12 million of bond proceeds.________________o

0) Amend the CFD boundaries and/or the maximum TBD On-going. Requires a new CFD vote. Or a 
separate CFD could be pursued. 
Consider adding Grand Ave Ext.

annual special tax.

Revise the CFD boundaries and/or increase the 
maximum special annual tax by zone and amend the 
CFD boundaries to include the Grand Avenue 
Extension to raise additional funding._________________
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Conclusion

The EYIA report provides a pathway to fully fund the construction shortfall using a P3 DBFOM 
project delivery model, should the City Council and Mayor elect to move the project forward. 
However, this Office requires more time to address the unresolved issues. This Office will work to 
identify on-going revenue to offset the unfunded portion of the annual availability payment required 
through implementation of the alternative funding strategies, including potential real estate options 
and report back.
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Disclaimer

This Report, dated August 1, 2016, is a required deliverable under the contract between the City of Los 
Angeles (City) and Ernst & Young Infrastructure Advisors, LLC (EYIA or we). In preparing the Report, 
EYIA and its subconsultant Public Resources Advisory Group read and evaluated information and 
documentation provided by the office of the City Administrative Officer (CAO), the Bureau of Engineering 
(BOE), the Los Angeles Department of Transportation (LADOT), and/or the Los Angeles Streetcar Inc. 
(LASI). No procedures were performed to evaluate the reliability or completeness of the information and 
documentation provided by these entities and such procedures were not within the agreed upon scope 
of EYIA's work. Accordingly, no opinion is expressed, nor any other form of assurance is issued, 
regarding the data and information provided by these entities to the extent such data or information is 
included in or relied upon for purposes of this Report. The procedures that we performed do not 
constitute an audit of historical financial statements or an examination of prospective financial 
statements in accordance with standards established by the American Institute of Certified Public 
Accountants (AICPA).

EYIA's scope of work was determined by the City, and findings contained herein are based on estimates 
and assumptions provided by the City. There will usually be differences between estimated and actual 
results because events and circumstances frequently do not occur as expected, and those differences 
may be material.

Neither this Report nor our work constitutes any legal opinion or advice. No representation is made 
relating to matters of a legal nature, including, without limitation, matters of title or ownership, legal 
description, encumbrances, liens, priority, easements and/or land use restrictions, the validity or 
enforceability of legal documents, present or future national or local legislation, regulation, ordinance 
or the like, or legal or equitable defenses.

The Report is intended for use by the City, and we believe the work performed is substantially responsive 
to the City's request. We make no representation, however, as to the sufficiency of the Report and our 
work for any other purposes. As such, any third parties reading this Report should be aware that it is 
subject to limitations in scope and assumptions provided by the City, and the scope was not designed for 
the purposes or reliance of such third parties.

August -016
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1. Executive Summary

The City of Los Angeles is comprehensively evaluating the potential costs and funding sources for the 
Downtown Los Angeles Streetcar (Project or Streetcar).

This report (Report) provides an overview of (i) the potential funding sources and (ii) the 
financing/delivery strategies available to develop the Project, including leveraging various public-private 
partnership (P3) models identified in the August 26, 2013 City Administrative Officer (CAO) report to the 
City Council recommending a Project delivery method and summary Project management plan for the 
Streetcar (C.F. 11-0329-S7).

Figure 1: MethodologyBased on this report's analysis, a P3 structured as a design- 
build-finance-operate-maintain (DBFOM) would better meet 
the City's goals for the Project, provided a capital funding gap 
allows sufficient private financing to realize the benefits 
related to the private long-term capital at risk (including 
greater protection from long-term cost increases). 
DBFOM's 5-6% higher cost (on an NPV basis) at the outset 
should be considered an “insurance premium" that unlocks 
significant qualitative benefits.

Protect L.-S Jtl? Cost Eii!'..it''

a Maximisation of Primary Funning StMtrces

The
Funding Gsp Analysis

identification 
Comparison c! 0silvery Option;

funding tools and4
The analysis follows a customized multi-step process that 
ultimately identifies several Project delivery options and scores 
them against four key objectives using the associated evaluation 
criteria defined by the CAO:

N«rt Step;5

Table 1: City's Objectives applied to Evaluation Criteria

Objectives Criteria

Project subsidy requirement

Impact on City debt limit
1. Affordability

Flexibility in using funding sources

Innovation and cost reduction opportunities 

Risk transfer on capital cost overruns

Risk transfer for schedule delays
2. Risk Transfer

Risk transfer on lifecycle cost overruns

Procurement execution risk

3. Delivery Schedule Procurement and Project completion timeline 

Level of service considerations
4. Service Level

Flexibility for service adjustment and potential expansion

f August 201o
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0
Total CapEx Small Starts 

Funding
CFD Bond 
Proceeds

Funding
Gap

i The route for the Project will be determined as part of the environmental review process, which is currently underway. The 
Project costs could change, depending on which alternative is ultimately selected.

Aiwuct

1 Project Characteristics and Cost Estimates

The 7th Street alternative without the Grand Avenue Spur is estimated to cost $266.2 million per the 
Independent Cost Estimate and Construction Schedule report prepared by AECOM/URS in 20151. Adding 
the Grand Avenue Spur would cost an additional $15.4 million. A more detailed 30% design/preliminary 
engineering study will culminate in a revised cost estimate later this summer (followed in the fall by the 
finalization of the draft Environmental Impact Report (EIR) issued on June 24, 2016).
Moreover, opening year annual operations and maintenance expenditures are estimated at $7.5 million 
(inflated from $6.8 million in 2017 dollars) and would also need to be subsidized.

2 Maximization of Primary Funding Sources

To generate capital funding, a Mello-Roos Community Facilities District (CFD) was approved in 2012. 
Proceeds from the maximum $85 million amount were expected to be reduced by issuance costs. The 
Project also entered into the Federal Transit Administration (FTA) Small Starts project development 
process in 2014, which at the time could provide up to $75 million capital funding. Today, the City can 
leverage several immediate opportunities to develop a revised feasible financial plan for the Project:

Under the December 2015 federal transportation reauthorization (Fixing America's Surface 
Transportation or FAST Act), the FTA can now provide $100 million under the Small Starts grant 
program;
Further analysis of the existing Mello-Roos CFD authorizations and current market conditions 
indicate that $85 million in net proceeds can be raised to fund Project construction; and 
Subject to City policy decisions, several other funding opportunities can help reduce the 
remaining $81.2 million capital funding gap and existing operating subsidy from Measure R sales 
tax local return funds approved by the City Council in 2013 in a total amount of $295 million to 
cover 30 years of net operating expenses.

Figure 2: Capital Funding Requirements
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3 Identifying the Capital and Operating Funding Gap Ranges

Additional potential funding sources have been screened and organized in 3 tiers by descending ease of 
implementation/level of feasibility (the proposed new 0.5% Los Angeles County transportation sales tax 
("Proposed Ballot Measure") funding is contingent upon voter approval in November 2016):

Table 2: Additional Capital and Operating Funding Sources

Capital/
Operating Key ConsiderationsAdditional Funding Sources Est. Funding

T
$0 -llm Require advanced stakeholder negotiationsLos Angeles Department of Water & Power 

(LADWP) cost sharing on utilities relocation 
(0-25% share)

^ Transfer of Floor Area Rights (TFAR) from 
i= the Maintenance and Storage Facility (MSF) 

site + other CD 14 allocations

Capital

<
Capital $10 - 25m Additional monies may be leveraged over time 

to repay financing

Operating SO.2 - 1.5m Difficult to assess prior to constructionAdvertising and naming rights
TT T

New CFD vote to raise current $85m bonding 
limit without amending maximum special tax 
or CFD boundaries

Amending the CFD boundaries and/or the 
maximum special tax through a new vote

~$12m
financing

Increasing the bonding limit could produce 
approximately S97m of project funding - more 
if maximum special tax is also increased

Can be pursued in addition to raising the 
bonding limit. May be more feasible if the 
$15.4m Grand Ave spur is added, although a 
separate CFD could also be pursued.

Requires FTA concurrence and other reviews, 
potentially extending timeline to implement; 
could raise Sl.O+m in annual lease revenues to 
fund ongoing Project outlays, or over $15m 
upfront

Consider operating lease debt accounting 
benefits vs. capital lease flexibility

Capital

Capital TBD

~$15m
financing

Pursue joint development on the MSF site 
(instead of transferring MSF site FAR)

Capital or 
Operating

cc
$36m, but 
adds $2 - 
3m annual 

cost

$0-16m

Alternatively, ground leasing instead of 
acquiring MSF site

Capital

Project cost reduction (to $250m target) Achieving those cost reductions may require 
revisiting the draft EIR

Sale or leasing of City property has an 
opportunity cost. Lease revenues can help fund 
ongoing Project outlays

Opportunity cost; requires amending draft EIR 
and analyzing incremental cost/technical 
feasibility; larger property may be underutilized

Capital

Capital or Up to $36m 
Operating

Leverage a City-owned property to fund the 
purchase or ground lease of a preferred MSF
site

Capital Upto$36mAlternatively, use another City-owned 
property for the MSF

Proposed Ballot Measure - $200m Project 
0 allocation in 2053 from Metro

.2 Proposed Ballot Measure - $3 5m Streetcar & 
H Circulator project funding (FV2018-2022) 

from Metro

Accelerating funding would require negotiationsCapital TBD

Would compete against other County projects; 
funding could also be used to pay lease revenue 
bonds debt service or availability payments

Capital TBD

Further analysis and policy decisions are needed to better ascertain the viability and priority of these 
additional funding sources to understand by how much the $81 million capital gap shown in Figure 2 
above can be reduced. Any remaining gap after application of Tier A, B, and C funding sources would 
need to be filled with proceeds raised from a public or private financing based on the long-term 
commitment of City funds. Note the gap would be increased by $15 million if the Grand Avenue Spur 
was added, and/or reduced by $18 million if the 9th Avenue alignment was chosen over the 7th Avenue 
one).

i-'TjULt so;
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4 Identifying and Comparing Financing and Delivery Options for the Project

The City is increasingly considering the use of P3s for the delivery of capital projects (such as the LA 
Convention Center and LA Civic Center). While a Construction Manager/General Contractor (CM/GC) 
method is currently being assumed for the Project, the use of a long-term P3 (Design-Build-Operate- 
Maintain/DBOM or Design-Build-Finance-Operate-Maintain/DBFOM) would further transfer risks of cost 
and schedule overruns to the private sector and also enhance long-term service levels.

Given the nature of the Project and its capital and operating funding assessment, three delivery options 
are considered:

1. The current CM/GC approach with public (i.e. municipal) financing
2. A DBOM approach (used to deliver several light rail projects in the US), with public financing
3. An Availability Payment-based DBFOM with private financing

Table 3: Delivery Options Considered

Switch to DBFOM i Availability 
Payments)Continue with CM/GC Switch to DBOM

Environmental Consider further environmental review if necessary to pursue alternative MSF or cost reduction measures

Developer/Design-Build subcontractor may alter 30% preliminary 
design depending on design-build proposed solution; 
Developer/Design-Builder subcontractor to undertake final design

Developer/Design-Build subcontractor

Developer/Operator subcontractor (prevailing wage would apply)

MMD to complete 30% 
preliminary designDesign

CM/GC (to be identified)Construction

Operations LADOT or separate contractor

Cj AU^UXt IU6
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Financing the full $81 million capital funding gap range would require an estimated $4.8 - 7.1 million in 
annual debt service equivalent (depending on the delivery and financing method utilized) over 30 years. 
The City debt service-related funding commitment would be in addition to the operating subsidy.

In 2013, the City Council committed to fund net operating expenses from Measure R sales tax local return 
funds. Farebox and advertising/naming right revenues have a relatively low value compared to O&M and 
can be difficult to accurately assess prior to service commencement, so applying these as operating 
funding sources seems more appropriate than monetizing them for capital funding purposes. By 
incorporating these revenues, the $7.5 million estimated opening year cost could be reduced to $5.6 - 
6.9 million.

Figure 3: Operating Subsidy Requirements
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Table 4: Qualitative Benefits Comparison

BENEFITS

Low cost of tax-exempt public finance

Lower anticipated annualized cost, but additional 
long-term risks retained
Greater schedule/cost overrun risk transfer than 
CM/GC

Limited City resources required compared to CM/GC

LIMITATIONS

Financing is counted against 6% City debt limit

Limited integration of DB and O&M parties, no expanded 
construction warranty compared to traditional delivery 

Reduced performance incentives in deduction regime; limited 
incentive to undertake capital maintenance/renewals 

Lenders do not take project construction or service level risks

Greater exposure to contractor/operator company credit 

More limited City control compared to a CM/GC delivery

Potential for faster schedule than CM/GC and DBFOM

Some flexibility for service adjustments and potential 
expansion

Schedule constrained by vehicle procurement 

Procurement more complex than CM/GC

Higher anticipated annualized cost before but limited long
term risks retained
Higher private financing cost due to equity/debt risk

Single point of contact drives incentive for further 
innovation to reduce overall DB and OM pricing 
Availability Payments do not count under 6% debt 
limit
Greater flexibility to adapt payment structure to 
timing of funding availability 
Single interface, de-facto 30-year construction 
warranty
Greater performance incentive, including: 
undertaking capital maintenance/renewals to meet 
residual life/performance specifications 
Greatest schedule/cost overrun risk transfer, City 
interests aligned with lenders 
More limited City resources required due to lenders’ 
oversight/use of independent certifier

Effective risk transfer requires a minimum level of private 
financing
More limited City control compared to both a CM/GC and 
DBOM delivery
Schedule constrained by vehicle procurement, may be longer 
than DBOM

Procurement more complex than CM/GC and DBOM

Limited flexibility for service adjustments and potential 
expansion

From a quantitative standpoint, when factoring in all financing and operating costs for the public 
financing (CM/GC and DBOM) and private financing (Availability Payment-based DBFOM) options, the

iO
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Switch to DBFOM (Availability 
Payments')Continue with CM/GC Switch to DBOM

LADOT and rolling stock 
provider Developer/Operator subcontractorMaintenance

SlOOm Small Starts 
Up to $166m net private finance 
proceeds to be repaid from CFD 
special tax revenues, City funds, 
TFAR allocations, joint development 
or other real estate revenues

$100m Small Starts
$85m net proceeds from Mello-Roos CFD bonds 
Up to $81m net proceeds from lease revenue bonds to be repaid 
from City funds TFAR allocations, joint development or other real 
estate revenues (note this is the primary means the City has to 
fund projects such as this one without seeking voter approval)

Capital Funding

Farebox, advertising and naming rights used to reduce net operating cost, funded from Measure R local 
return funds or other City funds as needed

Operating Funding

A DBOM P3 approach will provide equal or greater value compared to a CM/GC delivery method under 
most City objectives due to the transfer of construction cost and schedule overrun risks as well as the 
long-term locked-in O&M pricing. The need for City oversight and resources during construction and 
operations would likely be reduced, but the City would have more limited control.

A DBOM approach, however, provides more limited qualitative benefits when compared to a DBFOM 
Availability Payment structure:
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respective first operating year costs are estimated at $17.6 - 19.9 million, assuming (i) the full $81.2 
million capital funding gap would need to be financed and (ii) the same baseline cost for both delivery 
methods (i.e. this does not factor in DBFOM innovation driving further cost reduction potential). The 
annual outlays would decrease as additional capital funding is contributed.

Figure 4: Public/Private Financing Scenarios ■ Year 1 Annual Cost

$0 Add'l Cap. Funding 
(base case)

$25m Add'l Cap. 
Funding

$50m Add'l Cap. 
Funding

25

Public Private 
Financing Financing

Public Private 
Financing Financing

■ Lease Revenue Bonds 
Debt Service

Private 
Financing Financing

v1 Availability Payment

Public

O&M Costs Mello-Roos Bonds 
Debt Service

Assuming the Mello-Roos special tax would be used to fund a portion of the availability payment2, the 
total cost premium for the DBFOM is approximately 5 - 6% (calculated based on the net present value of 
all City capital and operating outlays), depending on how much additional capital funding can be 
deployed for the Project.3 However, the long-term risks retained under a DBOM could reduce or 
possibly exceed this DBFOM risk pricing premium.

Under the base case (no additional capital funding), $4.8 million in annual City funding would be required 
to fund the lease revenue bonds debt service in addition to the $5.6 - 6.9 million Measure R local return 
operating subsidy. The availability payment would require $7.1 million in annual City funding in addition 
to the operating subsidy. TFAR payment allocations, joint development lease revenues and additional 
CFD special tax could potentially contribute half the amount under favorable circumstances.

2 This financing approach’s viability under the currently authorized CFD would need to be confirmed by the City's bond counsel. 
Alternatively, the CFD may need to be amended to expressly allow it.
3 Under a "hybrid" approach where Mello-Roos bonds would be separately issued to directly contribute $85 million of net 
proceeds toward construction, the premium would slightly decrease due to more limited private financing, under $100 million. 
While certain DBFOM projects have successfully closed with relatively small private financings (Colorado's US-36 Managed Lanes, 
State Street Redevelopment, Michigan’s Street Lighting), they have had to absorb high fixed transaction costs and do not have 
access to certain investors that only pursue projects with eguity requirements that meet their minimum investment guidelines 
(market interest would need to be validated through a detailed market outreach process).
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□Other City Funding Req.
TFAR, Joint Dev, Add'l CFD 

m CFD Special Tax 
O&M Funding

□Other City Funding Req. 
r.TFAR, Joint Dev, Add'l CFD 

CFD Special Tax 
O&M Funding

Measure R Local Return 
/ Naming, & Ads (potential)
■ Farebox, Naming, & Ads (expected)

Case Study: Denver RTD Eagle P3 Project, Colorado
Denver Regional Transportation District (RTD) executed a 34-year availability payment DBFOM 
agreement in 2010 with Denver Transit Partners for the delivery and O&M of a $2.0 billion multi-line 
commuter rail project, the first ever US rail P3. The private procurement structure incorporated a $1.03 
billion FTA New Starts full funding grant agreement and drove innovation that yielded over $300 million 
cost savings. The 23-mile link between Denver Union Station and Denver International Airport opened in 
May 2016 on-time and on-budget, and construction of on another 11.2-mile line is expected to be 
completed later this year.

Given the greater qualitative benefits compared with the risks retained by the City under the DBOM, 
paying a 5 - 6% premium4 for a DBFOM approach that more fully meets the City's goals may be 
warranted, provided a capital funding gap allows sufficient private financing to realize the multiple 
benefits related to the private long-term capital at risk. Chief among these DBFOM benefits is 
greater protection from long-term cost increases, so the incremental cost is akin to an “insurance 
premium".

However, it should be noted that, if the City is able to fully fund construction and is not able to support 
debt service beyond the Mello-Roos financing, the DBFOM option would not be feasible and the DBOM 
approach would be the next best alternative to fulfill the City's goals.

4 Calculated based on the net present value of all City capital and operating outlays
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Figure 5: Public/Private Financing Scenarios - Operating Funding Requirements

Private Financing 
25.0 | Operating Funding

Private & Public Financing 
10.0 O&M Funding Breakout

Public Financing 
25.0 Operating Funding
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Table 5: City's Objectives applied to Project Delivery Options

CM/GC DBOM DBFOMObjectives Criteria

Project subsidy requirement

Impact on City debt limit
1. Affordability

Flexibility in using funding sources

Innovation & cost reduction opportunities 

Risk transfer on capital cost overruns

Risk transfer for schedule delays
2. Risk Transfer

Risk transfer on lifecycle cost overruns

Procurement Execution Risk

3. Delivery Schedule Procurement & Project completion timeline 

Level of service considerations
4. Service Level

Flexibility for service adjustment/expansion

5 Schedule and Next Steps

We suggest the following actions to finalize the delivery and financing strategy for the Project:

a. Immediate next steps for the FTA submittal:

Finalize the 30% engineering estimate (preliminary engineering is typically sufficient to initiate a 
DBOM or DBFOM procurement) and formally identify cost reduction initiatives (including those 
that may require a supplemental EIR);
Study the City's ability to leverage alternative maintenance and storage facility sites;
Initiate a more detailed strategic delivery and finance analysis that would:

► Further validate the potential for the various additional funding sources
► Resolve any pending issues with the City's bond counsel regarding P3 structuring
► Result in an FTA finance plan and rating submittal that (i) is consistent with the City's 

desired financial and delivery approach, and (ii) provides flexibility for subsequent 
financial developments

► Include, if necessary, the preparation of a detailed Business Case supporting a P3 delivery 
decision

b. Subsequent Next Steps:

Prepare more detailed cost estimates for the Project operations and maintenance, inclusive of 
rehabilitation and capital renewal expenditures;
Determine how the CFD boundaries and special tax could be amended (or a new CFD pursued) if 
the Grand Avenue spur were incorporated in the Project (the FTA submittal would have to be 
amended);
Revise the locally preferred alternative, if applicable;

13 A>igu*t 2026
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Undertake a market sounding to confirm P3 deal structure and aspects that would be critical to 
ensure a robust DBOM or DBFOM competition;
Procure P3 technical consultants (or, alternatively, further mobilize consultants already available 
to the City and/or LASI) and transactional legal consultants that would support the development 
of RFQ/RFP documents and technical, performance-based specifications;
Finalize an updated delivery and funding strategy for the Project with the benefit of the Proposed 
Ballot Measure vote outcome; and
Prepare for the City Council action to approve (i) a final project delivery and financial plan and (ii) 
the initiation of a P3 procurement.

2.16
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2. Introduction

Project Background. Increasing congestion in the Los Angeles area has encouraged the development of 
a new regional transit system led by the Los Angeles County Metropolitan Transportation Authority 
(Metro). In the Downtown area the Downtown Los Angeles Streetcar will supplement Metro's regional 
transit services by serving as the ''first-mile/last-mile" circulator service and promoting local transit 
connectivity among the Metro Red Line, Purple Line, Blue Line, Expo Line, future Regional Connector, 
and bus lines.

The Project consists of an approximately 3.5-mile fixed rail modern streetcar system with overhead 
catenary wire. The assumed alignment will serve the Civic Center, Historic Core, Fashion District, 
Financial District, Staples Center and L.A. Live, the Convention Center, South Park, and the Jewelry 
District, furthering Downtown’s ongoing revitalization. The completion of construction and start of 
passenger service is currently scheduled for December 2020.

The City’s initiative is not the first of its kind. Following completion of the Portland Streetcar, several 
cities such as Washington D.C., Charlotte, Santa Ana, Sacramento, Miami Beach, and Atlanta have 
implemented or are planning streetcar projects to promote economic development and supplement 
regional transportation systems with local facilities.

Project Status. The Los Angeles Department of Transportation (LADOT), the Bureau of Engineering 
(BOE), advocacy groups such as LASI, and members of Council District 14’s "Bringing Back Broadway" 
initiative have been conducting feasibility studies, advanced planning and environmental work to inform 
decision-makers about the potential impacts of the Project. The BOE, in coordination with LADOT and 
LASI, released the Draft Environmental Impact Report (EIR) for public review on June 24, 2016 and is 
developing a 30% design/preliminary engineering cost estimate.

Based on the Project's previous cost estimate of $125 million, the City pursued a funding strategy 
combining equal funding shares from the FTA and bonds secured by special tax revenues collected 
through the formation of a Mello-Roos CFD. The City established the CFD in December 2012 following a 
successful vote, and the Project entered the FTA Small Starts program's Project Development phase in 
February 2014.

The Independent Cost Estimate and Construction Schedule report prepared by AECOM/URS in 2015 
showed a $281.6 million cost estimate, which prompted the City to consider a revised Project 
development strategy in its Inter-Departmental Memorandum dated June 4, 2015 (C.F. 11-0329-S12). 
This report included the possible removal of the Grand Avenue spur to save $15.4 million. The 7th Street 
alternative without the Grand Avenue Spur is estimated to cost $266.2 million. In this context, the CAO 
is studying potential funding sources (cost sharing mechanisms, ancillary revenues, etc.), as well as 
financing tools, including P3 alternative delivery options, to support the construction and operation of 
the Project.

Scope of Work. A revised financial strategy is necessary to bridge the new funding gap. Ernst & Young 
Infrastructure Advisors, LLC (EYIA) has been contracted by the CAO to develop a preliminary financial 
plan for the Project and analyze the potential for utilizing P3 or other alternative financing and delivery 
methods. This Report constitutes the key EYIA Phase 1 deliverable and identifies several financing and 
delivery strategies for the Project. While the draft EIR contemplates several Project alternatives, the 
alignment along 7th Street without the Grand Avenue spur is used as a baseline for the financial and 
delivery analyses conducted in this Report.

In addition to the Executive Summary and the Introduction, the Report is organized in six parts:

16 Aiiytist 2Gir.
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Section 3 - "Analysis Framework" details the methodology used for the preparation of the Report, 
and identifies P3 delivery approaches that can be applicable to the Project.
Section 4 - "Capital Subsidy Requirements" provides an overview of the economics of the Project 
during the construction period.
Section 5 - "Operations Subsidy Requirements" provides an overview of the economics of the 
Project during the operating period.
Section 6 - "Financing Tools" summarizes financing tools which can be leveraged to fully fund the 
Project capital cost.
Section 7 - "Alternative Project Delivery Options" outlines how traditional and P3 methods could 
be specifically leveraged to finance and delivery the Project given the capital and operating funding 
requirements, and compares them to the light of the stated objectives.
Section 8 - "Next Steps" summarizes the financial analysis and formulates recommendations for 
the delivery, financing and next steps for the development of the Project.

AMQ’tst 20 J.617
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3. Analysis Framework

Figure 6: Methodology
The vision for the Project's financing and delivery approach 
has evolved over the past few years as a result of design and 
environmental planning. This Report provides an overview of 
(i) potential funding sources and (ii) financing/delivery 
strategies available to develop the Project, including 
leveraging the P3 models identified in the August 26, 2013 
CAO report to the City Council (C.F. 11-0329-S7).

Protect Characteristic? Cost Esthnate

Mctj&tttzatteu cf Primary Folding SourcesU

Funding Sap A*te?ysls3

Ictent'ftentfofl of funding kt&Js ansi 
Comp-artam o* Delivery Options4

The analysis follows a customized multi-step process that 
ultimately identifies several Project delivery options and scores 
them against key objectives and associated evaluation criteria 
defined by the CAO.

Next Steps5

3.1 Methodology for evaluating funding sources
The capital and operating funding analysis has been conducted in two steps:

1) Re-evaluate existing primary sources estimates (Small Starts, CFD and farebox) to the light of 
current Project characteristics, federal legislation and also market conditions

2) Screen potential new capital and operating funding sources taking into account (i) the nature of 
funding source, (ii) its availability over time, (iii) its likelihood and ease of implementation, and 
(iv) key policy considerations including external conditions that need to be fulfilled such as voter 
approval.

Table 6: Additional Funding Sources

Additional Funding Sources Type ot Funding

CapitalLADWPcost sharing on utilities relocation (0-25% share)

< CapitalTFAR from the Maintenance and Storage Facility (MSF) site + other CD14 
allocations

Of

OperatingAdvertising and naming rights

New CFD vote to raise current $85m bonding limit without amending 
maximum special tax or CFD boundaries

Amending the CFD boundaries and/or the maximum special tax through 
a new vote

Pursue joint development on the MSF site (instead of transferring MSF 
site FAR)

Alternatively, ground leasing instead of acquiring MSF site 

Project cost reduction (to $250m target)

Leverage a City-owned property to fund the purchase or ground lease of 
a preferred MSF site

Alternatively, use another City-owned property for the MSF

Capital

Capital

Capital or Operatingm
.2

Capital (cost reduction)

Capital (cost reduction)

Capital (cost reduction) or 
Operating

Capital (cost reduction)
1

0 Proposed Ballot Measure - $200m Project allocation in 2053 from Metro

.2 Proposed Ballot Measure - $35m Streetcar & Circulator project funding 
(FY2018-2022) from Metro

Capital

Capital
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Several other funding sources were analyzed (see Appendix A) but are unlikely to be successfully 
leveraged for the project or cannot be quantified at this time:

Cost sharing arrangement for streetscapes improvements along the Project alignment;
Federal Transportation Investment Generating Economic Recovery (TIGER) and Urban Circulator 
Grant Programs;
Federal Highway Funding, including Congestion Mitigation and Air Quality Improvement Program 
(CMAQ) and Surface Transportation Block Grant Program;
State Cap and Trade Program; and
Consideration of potential cost reductions for the City as a result of reducing or reorganizing 
redundant DASH bus service.

3.2 Methodology for evaluating alternatives against objectives
3.2.1 City's goals and objectives

The financial and procurement/contracting approaches are analyzed in the context of the four key 
objectives defined by the CAO:

Objective 1 - Enhance the Project's affordability

Notwithstanding the funding sources previously identified by the City and LASI, recent increases in the 
Project cost estimate indicate a funding gap. Because the City has multiple investment priorities and 
obligations, the extent to which supplemental non-Project-specific capital or operating funding is required 
to deliver and operate the Project is a key consideration. As a matter of policy, the City limits its total 
non-voted approved direct debt service to 6% of General Fund revenues. Therefore, the extent to which 
any required debt would consume such capacity and limit the City's borrowing capacity for other capital 
projects is also an important consideration. A related consideration is the extent to which the Project 
delivery options provide opportunities for private sector innovation.

Objective 2 - Ensure appropriate risk transfer to the private sector

Considering the existing funding gap and the limited experience of the City in developing and operating 
rail facilities, the CAO requested that the Report include an analysis of Project development approaches 
that transfer delivery and operational risks to a private party as part of the Project delivery options 
analysis. Most transit projects require a financial subsidy. The Project's financial feasibility can be 
improved by containing its projected capital and operating expenses, as well as reducing the risks of (i) 
capital cost overruns, (ii) lifecycle cost overruns, and (iii) schedule delays.

Objective 3 - Enable Project delivery by 2020

The choice of the delivery method has implications for the Project schedule. Minimizing overall 
development, procurement and delivery timeframes would not only unlock economic, environmental, 
mobility, and congestion relief benefits earlier, but also contain cost escalation.

Objective 4 - Enable sound streetcar operations

Developing a reliable local public transportation facility for Downtown LA is a key part of the Project 
purpose. The analysis needs to consider the extent to which the Project delivery method (i) promotes a 
high level of service and ensures the maintenance of the system in a state of good repair, and (ii) provides 
flexibility for potential service adjustments and future extensions.

20 Au?USt 2Xil6
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DBOM
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Construction -trtansger/Generai Contractor 

(Pubiic Finance)

DBB
Design-Bid-Build (Public Finance)
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For the purpose of this Report, the following criteria are used to assess each Project delivery option 
against the four key City objectives:

Table 7: City's Objectives applied to Evaluation Criteria

Objectives Criteria

Project subsidy requirement

Impact on City debt limit
1. Affordability

Flexibility in using funding sources

Innovation and cost reduction opportunities 

Risk transfer on capital cost overruns

Risk transfer for schedule delays
2. Risk Transfer

Risk transfer on lifecycle cost overruns

Procurement Execution Risk

3. Delivery Schedule Procurement and Project completion timeline 

Level of service considerations
4. Service Level

Flexibility for service adjustment and potential expansion

3.2.2 Delivery Options Screening
A range of traditional and innovative/P3 delivery structures can be considered for the Project:

Figure 7: Range of delivery structures

DBFOMRevenue Risk 
Transfer to Developer .Design-Build-Finance-Qpcrate-Maintain,

DBFOM + Real-EstateReal-Estate Transaction 
bundled with DBFOM .Design-Build-finance-Operate-Maintainj

DBFOMAvailability
Payment

Des n-BL»?‘ti-F loanee-O perate-l/I &inti in

Private Sector Risk Transfer

Precedent projects have used these solutions across various project elements, and lessons learned can 
be applied to the Project (see case studies in Appendix D).
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Based on the Project characteristics and current status, precedents, and the prior consensus 
recommendation to date from the CAO, LADOT, and BOE to the City Council, the Report analyzes in detail 
the CM/GC, DBOM, and DBFOM delivery methods.

3.2.2.1 Construction Management/General Contractor
The Project is currently planned to be developed as a CM/GC method based on prior CAO, LADOT and 
BOE recommendation. Also known as Construction Manager at-Risk, this project delivery method is also 
preferred by LASI compared to Design-Bid-Build (DBB) or Design-Build (DB) options for the Project.5 As 
such, the Report will not compare those two delivery methods with the P3 options presented in 
subsequent sections.

The CM/GC method consists of two phases-design and construction-and the owner procures the 
engineering design firm and construction manager separately. The construction manager is generally 
selected on the basis of qualifications, past experience, or based on best-value analysis. During the design 
phase, the construction manager acts as a consultant by providing feedback regarding scheduling, 
pricing, phasing and other inputs to help the owner design a more constructible project. When design is 
approximately 60%-90% complete, the owner and the construction manager attempt to negotiate a 
"guaranteed maximum price" for the construction of the project based on the defined scope and schedule. 
If the negotiation results in a price acceptable to both parties, they execute a construction contract, and 
the construction manager becomes the general contractor.6 Owners retain responsibility for financing, 
operating, and maintaining the project.

Advantages cited by the CAO, BOE, and LADOT for preferring the CM/GC method over the DBB approach 
include the CM/GC method's shorter schedule compared to the two sequential procurement processes 
required by DBB. In addition, the CM/GC method, unlike DBB, would allow the design to benefit from 
practical constructability feedback from a construction contractor. The CAO, BOE, and LADOT also 
preferred the CM/GC method over the DB method. While the DB method could produce an equivalent or 
faster schedule, it would preclude City technical staff, elected officials, and/or the public from exercising 
decision-making authority over the final design without change orders. Moreover, the DB method would 
require the City to make all design concept decisions and identify all standards and requirements up-front, 
and to document them comprehensively in the bid documents and final contract.7

The City (BOE) is currently using CM/GC to deliver the Sixth Street Viaduct Replacement project. 
According to URS Corporation, industry is familiar with the CM/GC approach, and it is the most common 
delivery method for streetcar projects because it streamlines the design process for challenging items 
like utilities. Examples of streetcar projects cited by URS that have used the CM/GC method include those 
in Portland, Seattle, Tucson, and Cincinnati.8

3.2.2.2 DBOM
While the CM/GC project delivery method is current approach for the Project, the City and LASI agreed 
to continue to explore the feasibility of the DBOM and DBFOM P3 project delivery methods for the

5 26 August 2013 memorandum from Miguel A. Santana, Jaime de la Vega, and Gary Lee Moore to the City 
Council re; Recommended Project Delivery Method and Summary Project Management Plan for the LA Streetcar 
Project (C.F. 11-0329-S7).
6 http://www.fhwa.dot.gov/construction/cqit/cm.cfm
7 26 August 2013 memorandum from Miguel A. Santana, Jaime de la Vega, and Gary Lee Moore to the City 
Council re; Recommended Project Delivery Method and Summary Project Management Plan for the LA Streetcar 
Project (C.F. 11-0329-S7).
8 URS Corporation, Independent Cost Estimate & Cost Methodology Report, Class C Cost Estimate, 17 September 
2014, p. 150.
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potential they offer to transfer additional risk from the City to the contractor and the opportunity to 
attract private financing for the Project for the DBFOM.

DBOM combines the design and construction responsibilities of DB procurements with long-term 
operations and maintenance services under a single procurement.9 This approach allows the DBOM team 
to tailor the project design to the construction equipment and materials that will be used. In addition, 
the DBOM team's detailed knowledge of the project design and materials that will be used allows it to 
establish a long-term maintenance program and associated cost estimates up front with a more rational 
and cost-effective, preventive approach. The owner secures financing for the project and retains 
operating revenue risk.

DBOM contracts are typically awarded following a competitive bidding process in which proposers provide 
an all-in price for the design, construction and maintenance of the project for the time period specified 
by the contracting agency. This project delivery method requires owners to identify up front all design, 
construction, and maintenance specifications or they will generally not be met. As such, owners 
relinquish much of the control they exercise with traditional project delivery methods. DBOM 
procurements may incorporate design review meetings to vet the conceptual design and concept of 
operations to ensure the proposals will ultimately be acceptable to the owner from a technical standpoint. 
The industry review process also allows for alternative technical concepts (ATCs) in which proposers can 
suggest modifications to or deviations from the RFP technical requirements. While similar to DB 
procurements, the DBOM scope is broader and provides more opportunities for all-in project costs savings 
compared to a design-build (for example, an ATC may suggest more expensive capital investment that will 
be recouped through operations and maintenance cost savings).

While there is no U.S. example of a streetcar project utilizing a DBOM project delivery method,10 there 
are several precedents for transit projects, including the $2.3 billion Hudson-Bergen Light Rail transit 
system in New Jersey, a New Starts project, which began operations on the initial segment in 2000, and 
the $2.25 billion Tren Urbano heavy rail system in metropolitan San Juan, Puerto Rico, also a New Starts 
project, which began operations in 2005.11 In California, the San Francisco Bay Area Rapid Transit District 
(BART) successfully procured and delivered the $484 million, 3.2-mile Oakland Airport Connector people 
mover linking Oakland International Airport with the BART Coliseum station. The light rail project began 
revenue service in fall 2014.

3.2.2.3 Availability Payment DBFOM

The DBFOM approach, also known as a concession, combines the design and construction responsibilities 
of DB procurements with long-term operations and maintenance services under a single contract, as in 
the DBOM approach. It also transfers the responsibility of financing the project to the private partner 
(the concessionaire). The private financing is achieved by leveraging revenue streams dedicated to the 
project. Many DBFOMs involve projects that generate no revenues from users or inadequate revenue to 
cover the full cost of construction and ongoing operations. User fees are not part of the concession; 
instead, the public owner sets and retains all fees and pays the concessionaire an Availability Payment. 
In that case, the concessionaire receives Availability Payments over the term of the contract.

An Availability Payment is a payment for performance made irrespective of demand or usage of the 
facility. Assuming a DBFOM based on an Availability Payment revenue stream, private debt borrowed by 
the concessionaire may be possible for up to approximately 90% of the financing requirement with the

9 While a single contract is preferable for the owner, separate design-build and operations and maintenance 
contracts may be required to align with some design and construction firms' business focus on the project delivery.

URS Corporation, Independent Cost Estimate & Cost Methodology Report. Class C Cost Estimate. 17 September 
2014, p. 151.
11 Design-Build was used for stations and six alignment sections, while DBOM was used for one alignment section 
with two stations, maintenance facility, operations control center, and storage yard; rolling stock; and all track, 
traction power, and train control systems (http://www.fhwa.dot.gov/ipd/project_profiles/pr_tren_urbano.aspx)
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remainder met by private equity invested by the concessionaire. Availability payments can be an 
attractive delivery and financing method for transit sector projects which, for reasons related to policy, 
public perception and/or profitability are not feasible or advisable as user fee-based concessions. For 
example, user fees in the transit sector (passenger fares) typically offset only a fraction of the project's 
O&M costs, let alone the capital costs. Moreover, transit project owners typically prefer to retain fare
setting authority to maximize ridership and service quality and/or promote interoperability of fare 
payment mechanisms with other transit services not part of the concession. On the other hand, 
concessionaires may be averse to assuming fare revenue risk since demand for the transit service may be 
difficult for the concessionaire to forecast and/or not subject to influence through operational changes 
on the part of the concessionaire. Because of the added risks, a more limited universe of private investors 
typically pursue such projects, and a significantly higher private cost of capital is required because of the 
investor's risk premium and the reduced debt leverage the concessionaire can achieve.

Nature of Payment Commitment. The Availability Payments would typically start upon construction 
completion and can be structured to match the project's 30-year useful life (or slightly longer). The 
Availability Payments would not only cover the O&M costs, but also repay the portion of the capital 
expenditures the Developer would directly finance - providing a long-term de-facto retainage on 
construction costs. While the Availability Payment obligation can be designed in many ways, structuring 
the payment as a contractual obligation subject to annual budget appropriation (as opposed to a financing 
with a pledged revenue stream) may lead to its categorization as an operating expense for the owner. 
The City has indicated this would be the case, and that such commitment would not be counted as non- 
voted approved debt.

The public owner can "buy down” the Availability Payment obligation by making construction milestone 
payments during or shortly after construction completion. This is usually done to reduce private 
financing costs when capital funding is available (as is anticipated with the Project's Small Starts grant), 
but construction milestone payments can also be funded from proceeds of a public financing (as could 
be done with the Mello-Roos financing). Note that too large a proportion of construction milestone 
payments can unduly diminish the risk transfer which is achieved through the DBFOM, as only a reduced 
Availability Payments' total would be subject to deductions for poor performance or unavailability.

Enhanced Delivery and Operations Incentives. For determining price under an Availability Payment- 
based procurement, prospective concessionaires bid the maximum availability payment amount they 
would earn for providing 100% availability in a given year. However, if the concessionaire fails to meet 
availability and performance requirements, the payment for the given year is reduced by a pre
determined formula taking into account not only factors such as the duration, time-of-day, and severity 
of the failure, but also factors such as cleanliness, reporting obligations, etc. This ties payments to asset 
performance. Significant and/or persistent underperformance also will lead to default and contract 
termination on terms adverse to the concessionaire and its lenders.

An important feature of DBFOMs is that they encourage otherwise unrelated private parties to work 
together more closely. For example, in a DBFOM, any schedule or quality problems that may surface 
during the construction phase will impact the future costs and revenues of equity holders, lenders and 
operators, who thus have a direct interest in closely monitoring the designers and builders. This 
integrated structure aligns the private parties' incentives with those of the public sector - the private 
parties make the most money when the project opens on time, on budget, and performs as specified.

As with DBOM contracts, the DBFOM approach requires owners to identify up front all design, 
construction, and maintenance specifications. Overly prescriptive specifications or ambiguous contract 
terms can give rise to claims or change orders and/or render some performance requirements 
unenforceable. Owner changes under a DBFOM can be expensive if they lead to additional private 
financing-related costs.
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The DBFOM approach is commonly used in Canada, Europe, Latin America, and Australia. For example, 
several major successful transit projects have been delivered in Canada in recent years, including light 
rail and subway extensions. In the United States, Denver Eagle P3 (previously showcased in Section 1) 
and the Maryland Purple Line are the first transit P3s:

National Capital Purple Line LRT P3, Maryland. The Maryland Transit Administration (MTA) executed a 
$2.5 billion, 36-year concession agreement with Purple Line Transit Partners in June 2016 to design, 
build, finance, operate, and maintain a 16-mile light rail line in suburban Washington, DC. The FTA has 
reserved $900 million in New Starts funding for the project.

3.2.2.4 Other Delivery Options Identified during Initial Screening 

Design-Bid-Build
DBB is the traditional form of project delivery among public works agencies whereby the contracting 
agency either performs the design work in-house or procures an engineering design firm to deliver 100% 
complete design documents, and then separately procures a construction contractor through a 
competitive bidding process. The contracting agency warrants to the construction contractor that the 
design is complete and error-free. Consequently, the contracting agency bears all of the risk associated 
with the completeness of the design documents. Owners retain responsibility for financing, operating, 
and maintaining the project. While the DBB leaves many risks with the public owner, it provides 
significant control over the outcomes. According to the FHWA, the selection process is usually based on 
negotiated terms for the design contract and lowest fixed-price bid for the construction contract. 
Owners retain responsibility for financing, operating, and maintaining the project.

12

Design-Build
The DB project delivery method combines the engineering and construction under a single fixed-fee 
contract. The DB contractor, rather than the contracting agency, assumes responsibility for the majority 
of the design work, and it assumes responsibility for all construction activities and the risk of providing 
these services for a fixed fee. The DB entity may be a single firm, a consortium, joint venture, or other 
organization assembled for a particular project. According to the FHWA, DB procurements typically rely 
on a best-value approach which considers both cost and the technical capabilities and qualifications of 
the DB team. While the procurement of a DB contractor through a request for proposals (RFP) process 
might require substantially more time than the invitation for bid process used to retain the construction 
contractor, overall time savings may result from avoiding two separate procurement processes (one for 
the design team and another for the construction team).13 Owners retain responsibility for financing, 
operating, and maintaining the project.

Even with a DB project delivery method, the owner must still complete a certain amount of preliminary 
engineering and project definition in order to prepare bid documents. A project that is fully designed 
would provide too little opportunity for the private sector to apply innovative methods to reduce cost and 
schedule.
Transit projects procured with design-build contracts include Metro’s $2 billion Crenshaw/LAX light rail 
transit corridor, now under construction, and its $1.5 billion Expo Line Phase 2, now in operations. 
Streetcar projects delivered with DB contracts include the $51 million Dallas Streetcar and the 
$99 million Atlanta Streetcar, both in operation. However, according to URS Corporation, the 
independent cost estimator for the Project, the DB approach is less common for streetcar projects due to 
the design risk involved with items such as utilities. 14

12 http://www.fhwa.dot.gov/reports/designbuild/designbuild2.htm 
http://www.fhwa.dot.gov/reports/designbuild/designbuild2.htm 

14 URS, Independent Cost Estimate & Cost Methodology Report, Class C Cost Estimate, 9/17/2014, p. 150.
13
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DBFM
A variation of the DBFOM is a Design-Build-Finance-Maintain (DBFM). In this approach, the private sector 
designs, builds and finances an asset and provides hard facility maintenance services under a long-term 
agreement. Unlike the DBFOM, the DBFM excludes operation of the project. The DBFM approach was 
used to procure the CA$6 billion Eglinton Crosstown Light Rail Transit project in greater Toronto area - 
the largest public transit project currently under construction in Canada.

Federal and Mello-Roos act statutes require the Project to be delivered using prevailing wages. The City 
has indicated that Metro does not consider the local Streetcar service consistent with its regional service 
focus, so Metro would not be considered as a primary solution to operate the Project despite its 
experience with light rail operations. LADOT could operate the Project itself but may be inclined to partly 
mitigate operation risks by contracting with a private operator (as is currently done for bus operations). 
At this time, we have not focused on a separate DBFM solution as the cost benefits/challenges would likely 
be similar to a DBFOM with the developer being directly responsible for the Streetcar operations.

DBFOM bundled with a Real-Estate Development Program 
The redevelopment of the $520 million Long Beach Civic Center included a $22 million funding 
contribution raised from real estate development of a mixed use project including approximately 780 
residential units, 32,000 sq. ft. of retail, a 200-room hotel, and 725 parking spaces15. While this success 
could be replicated for the development of governmental and public purpose buildings, synergies created 
by entrusting adjacent, concurrent vertical building and investment to a single developer would be 
reduced in a combined transportation/real estate development. Different types of investors/developers 
typically operate in the real estate and infrastructure (especially transportation) spaces, so an 
infrastructure developer would likely isolate the real estate development under a subcontract - especially 
given the design and construction of the Streetcar and commercial or multi-family residential buildings 
would involve different architects, engineers and contractors. As such, if the City decides to subsidize 
the Project by leveraging some of its properties that cannot house the MSF, it may be preferable for the 
City to enter into a separate transaction de-linked from a potential Project P3.

Revenue Risk DBFOM
Under a revenue risk DBFOM, the developer is responsible for pricing and collecting various project 
revenue sources and user fees - in this case farebox and advertising/naming right revenues, and if 
applicable, real estate revenues. The private financing is achieved by leveraging revenue streams 
dedicated to the project, and any funding gap is addressed by requiring additional capital owner 
payments. This is best used for projects with an operating profit (such as a toll roads, airports/ports or 
parking concessions), where user fees/project revenues pay operating expenses and a significant portion 
of capital financing. The greater risk carried by the private sector under a revenue risk DBFOM typically 
reduces investor interest and significantly increases the cost of capital - which is not warranted for a 
project that requires an operating subsidy and would still require the owner to fund the majority of the 
capital investment and subsidize operations. For this reason, rail and transit projects instead use an 
Availability Payment structure when a DBFOM is preferred.

15 http://longbeach.legistar.com/View.ashx?M=F&ID=4179531&GUID=73631C37-9DB8-49AA-A9A7- 
D57FA86A74D4
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4. Capital funding Requirements

4.1 Design and Construction Cost estimates
LASI, in collaboration with the BOE, has contracted Mott MacDonald to prepare a 30% design cost 
estimate which will be released later in summer 2016.

Per guidance from the City, the Report's analysis is based on the "7th Street without the Grand Avenue 
Spur (8 vehicles)’' alignment and the following construction cost breakdown, based on the Independent 
Cost Estimate and Construction Schedule report prepared by AECOM/URS dated May 26, 2015 (ICE) and 
attached to the Inter-Departmental Memorandum dated June 4, 2015 (C.F. 11-0329-S12).

Table 8: Project Capital Costs for the 7th Street without the Grand Avenue Spur alignment

' cai >■; E llTW6

Construction $75.4 million 

$44.8 million8 Vehicles

$36.2 millionMaintenance Storage Facility (Land Acquisition)

Public and Private Utilities

Professional Services (design, Project development and management, 
insurance, permits/authorizations, surveys, etc.)

Contingencies

$44.7 million

$40.9 million

$24.2 million 

$266.2 millionTotal

4.2 Primary Capital Funding Sources
Based on the Project's previous cost estimate of $125 million, the City pursued a funding strategy 
combining equal funding shares from the FTA and the proceeds of bonds secured by special taxes from 
the formation of a Mello-Roos CFD. The Project entered the FTA Small Starts program's Project 
Development phase in February 2014 and the City established the CFD in December 2012 following a 
successful vote.

The Project cost estimate was subsequently revised upward to $266.2 million, resulting in a funding gap. 
As explained in this section, identified capital funding sources can be leveraged to reduce the funding 
gap:

Table 9: Identified Capital Funding Sources

Revised Amcufi!

$62,5 million $100 millionFTA Small Starts grant (CIG Program)

$62,5 million $85 millionMello-Roos CFD bond proceeds

$125 million $185 millionTotal
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4.2.1 Federal Small Starts Grant (Capital Investment Grant Program)
The discretionary Capital Investment Grant (CIG) Program is the FTA's primary grant program for funding 
major transit capital investments, including heavy rail, commuter rail, light rail, streetcars, and bus rapid 
transit. There are four categories of eligible projects under the CIG Program: New Starts, Small Starts, 
Core Capacity, and Programs of Interrelated projects. On February 28, 2014, the FTA approved the entry 
of the Downtown Los Angeles Streetcar Project into the Project Development phase of the CIG program 
as a Small Starts project.

4.2.1.1 Purpose of pursuing this funding source
The main advantages of pursuing funding from the CIG Program are that (1) the funds are grants and, 
consequently, need not be repaid, and (2) the funding levels are significant-the maximum CIG share is 
60% for New Starts projects and 80% for Small Starts and Core Capacity Projects and Programs of 
Interrelated Projects (though the typical CIG share is 50% or less). It should be noted, however, that this 
funding source and the corresponding multi-step, multi-year application process may also generate costs 
associated with the demands on management's time, additional consultant costs, capital cost escalation 
during the multi-year application process, and post-award reporting requirements. CIG recipients are also 
bound by certain federal requirements that may have cost impacts. These include the employee 
protection requirements of the federal Davis-Bacon Act and the FTA's Buy America domestic content 
requirements.

At this time, an estimate of the federal requirements cost impact is not available. However, the elimination 
of federal requirements would need to result in a 38% cost reduction (assuming a $266.2 million capital 
cost) in order to offset the loss of a $100 million FTA grant. A higher cost reduction would be necessary 
if the financing plan were also to rely on the use of a federal Transportation Infrastructure and Financing 
Innovation Act (TIFIA) loan and/or a greater amount of federal funds.

Additionally, it is unclear if the Davis-Bacon Act would impose an incremental cost given the prevailing 
wage constraints. While the pursuit of any joint development to provide additional funding for the Project 
would need to be approved by FTA, federal requirements would not significantly discount the joint 
development potential.

4.2.1.2 Why Small Starts?
In 2005, the Safe, Accountable, Flexible, Efficient Transportation Equity Act-A Legacy for Users 
(SAFETEA-LU) created a new category of lower cost CIG candidate projects-the Small Starts program- 
primarily to streamline the project development process and evaluation and rating criteria that apply to 
larger-dollar New Starts projects. In December 2013, the City requested permission from the FTA to 
enter the Project Development phase of the CIG program as a Small Starts project. The City’s request 
cited a capital cost estimate (excluding utilities) ranging from $153 million to $162 million, and it 
proposed a CIG share of $75 million. These estimates were consistent with parameters for Small Starts 
projects set forth in the Moving Ahead for Progress in the 21st Century Act (MAP-21) which authorized 
the CIG program at that time. MAP-21 specified that Small Starts projects must have a total estimated 
capital cost of $250 million or less and must be seeking less than $75 million in CIG program funds.

On December 4, 2015, President Obama signed into law the Fixing America's Surface Transportation Act, 
or "FAST Act"- the successor to MAP-21. The FAST Act changes the total project cost and CIG share 
threshold for Small Starts projects. Under the FAST Act, Small Starts projects must have a total estimated 
capital cost of less than $300 million and must be seeking less than $100 million in CIG program funds. 
Based on guidance from the City, this Report assumes the City will increase the CIG share sought to 
approximately $100 million consistent with the higher threshold for Small Starts projects under the FAST 
Act. This Report also assumes that the total Project cost including finance charges (those are separate 
from the design and construction cost estimate provided in Section 4.1) will be maintained below $300 
million so that the Project may remain a Small Starts project. Otherwise, a project cost of $300 million
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or more, or a CIG share of $100 million or more, would require the FTA to evaluate and rate the Project 
as a New Starts project.

There are features of the CIG Program that distinguish New Starts and Small Starts projects, and that 
make the Small Starts program more attractive. Some of these features, however, are unavailable to the 
City:

The maximum federal share of project costs in percentage terms for Smalls Starts projects is 80% 
rather than the 60% maximum applied to New Starts projects. However, the $100 million Small 
Starts grant assumed in this Report is already less than 40% of the estimated $266.2 million capital 
cost, so neither CIG funding share cap (60% for New Starts and 80% for Small Starts) is a limiting 
factor.

A project may score better under the FTA's project justification rating criteria if it is a Small Starts 
project rather than a New Starts project.16 However, the general sense of the engineering 
consultant assisting the City with the Small Starts package submittal to the FTA, and absent the 
preparation of a New Starts evaluation, is that the Project should still achieve a Medium rating 
threshold as a New Starts project-the same as if it applies as a Small Starts project, if the Project 
cost estimate at the time of the project rating is close to the current cost estimate. Thus, the project 
justification rating criteria for Small Starts projects would not appear to offer the City an advantage 
over applying for CIG funding as a New Starts project.

Small Starts projects may take advantage of a simplified financial evaluation from the FTA if it 
meets certain criteria. However, the City does not meet at least one of the criteria: the estimated 
incremental annual cost to the City to operate and maintain the Project exceeds 5% of the City’s 
current annual operating budget for transit services.

Other features of the CIG program that distinguish New Starts and Small Starts projects, however, 
highlight why proceeding through the grant application process as a Small Starts project may be 
advantageous:

The law requires New Starts projects required to go through a 3-phase process-Project 
Development, Engineering, and Construction-while Small Starts projects are required to complete 
an application process of only two phases-Project Development and Construction.

Unlike for New Starts projects, the FAST Act does not specify a timeframe within which Small Starts 
project sponsors must complete the Project Development phase.

There may also be strategic regional considerations about maintaining the Downtown Los Angeles 
Streetcar as the region's only Small Starts project in the CIG program. If the Project were to re-dassify 
as a New Starts project, it may be competing for discretionary grants with Metro projects already in or 
slated to enter the CIG program as New Starts projects.

17

4.2.1.3 Use of FTA grants and selection of the Project delivery method
While most CIG projects historically have been procured with traditional project delivery methods (e.g., 
design-bid-build), there are several precedents for CIG projects that have been procured with innovative

16 The cost effectiveness measure for New Starts projects is the annual capital and operating cost per trip on the 
project, while for Small Starts projects, it is the annualized federal share of the project per trip on the project. 
Similarly, the FTA will evaluate and rate the environmental benefits criterion for New Starts projects based upon 
the dollar value of the anticipated direct and indirect benefits to human health, safety, energy, and the air quality 
environment scaled by the cost of the project, while the benefits for Small Starts projects will be compared to the 
Federal share of the project rather than the total cost.

FTA does require, however, that project sponsors obtain commitments of at least 50 percent of all non-CIG 
funds within three years of a Small Starts project's advancement into Project Development and continue to make 
sufficient progress on advancing the level of design of the project during that time.

17
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project delivery methods, including DBOM and DBFOM. For example, the Denver RTD is delivering a 
$2 billion commuter rail project as a DBFOM P3 - the first in the U.S. transit sector - with approximately 
$1 billion in CIG funds. The portion of commuter rail service from downtown Denver to Denver 
International Airport began revenue operations in April of this year. In the Washington, DC metropolitan 
area, the Maryland Transit Administration plans to a deliver 16-mile light rail transit project with a DBFOM 
concession and $900 million in CIG funds. It is now in the engineering phase of the New Starts process, 
and financial close on the private financing was achieved in June 2016.

The FAST Act includes a new Expedited Project Delivery for Capital Investment Grants Pilot Program for 
up to eight CIG candidate projects that are at least in part supported through a P3 and "operated and 
maintained by employees of an existing provider of fixed guideway or bus rapid transit public 
transportation in the service area of the project, or if none exists, by employees of an existing public 
transportation provider in the service area”. Participation in this pilot program limits the maximum 
federal share to 25% (e.g., $75 million for a $300 million project). Participating projects must still meet 
a number of requirements specified in law, including demonstration of project justification, local financial 
commitment, technical capacity, and a certification that the existing transit system is in a state of good 
repair, but the project evaluation criteria differ from those used for New Starts, Small Starts, and Core 
Capacity projects. Should the City choose to procure the Project as a P3, it may seek guidance from FTA 
as to how the program could save the City time (and therefore money) by accelerating the grant approval 
process, given the circumstances specific to the Project. However, offsetting a loss of $25 million (when 
compared to a $100 million Small Starts grant) would require at least a 2-year schedule acceleration 
under this program, which would be challenging.

4.2.1.4 Grants availability
The FTA does not begin negotiating a construction grant agreement with a project sponsor until a project 
is recommended for funding by FTA in the Annual Report on Funding Recommendations. FTA decides 
whether to include a project as a funding recommendation in the Annual Report based on the evaluation 
and rating of the project, the availability of CIG program funds, and the project "readiness" (50% of non- 
CIG funds for the project are committed and an advanced level of engineering and design has been 
completed such that the project scope, cost, and schedule are reliable). To be considered for inclusion in 
the Annual Report on Funding Recommendations for FY 2018, the City would need to submit information 
to FTA for evaluation and rating of the Project in September 2016. If the City is unable to meet this 
timeframe, the Project would need to await consideration for inclusion in the Annual Report on Funding 
Recommendations for FY 2019, with the result that the earliest that CIG funds could be disbursed would 
be after October 1, 2018 (the start of Federal FY 2019).

4.2.2 Existing Mello-Roos CFD
The Mello-Roos Community Facilities Act (the "Act"), enacted in 1982, provides a method for California 
local governments to fund certain eligible public infrastructure improvements and certain services. The 
Act provides for the formation of community facilities districts, which are special financing entities 
through which the local government is empowered to levy special taxes and issue bonds authorized by a 
two-thirds vote of the qualified electors in the district. Proceeds of Mello-Roos bonds and the special 
taxes used to repay them can be used to finance the construction, expansion, rehabilitation, or 
acquisition of real or other tangible property with an estimated useful life of five years or more, which 
will be constructed, owned, or operated by a public entity.

The largest City-generated source of Project funding is the up to $85.0 million of bonded indebtedness 
secured by special tax revenues of the Community Facilities District No. 9 (the "CFD”) approved by 
voters in the CFD on December 3, 2012. The CFD ballot language permits the CFD to (1) incur bonded 
indebtedness in a maximum amount not to exceed $85.0 million, (2) levy a special tax on property 
owners in the CFD to finance certain Project facilities; and (3) establish an annual appropriation limit in
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the amount of $85.0 million. Given the CFD vote, the debt would not count against the 6% City debt limit.

4.2.2.1 Constraints on CFD Financing
The formation of the CFD is governed by a set of ordinances and resolutions adopted by the City Council, 
and the voter-approved ballot measure. These documents include:

The Resolution of Intention to Establish a Community Facilities District and to Authorizing the Levy 
of Special Taxes - this "Resolution of Intention" includes as an attachment the Rate and Method of 
Apportionment ("RMA”), which includes details relating to the timing and amount of the special tax 
levy;

The Resolution to Incur Bonded Indebtedness, which establishes the intent of the CFD to incur debt;
and

Ordinances passed by the City Council that (1) establish the CFD, (2) permit the incurrence of 
bonded indebtedness, (3) authorize and levies special taxes, and (4) permit an appropriation of 
special taxes.

In addition to the above constraints indicated in the ballot measure, certain aspects of State law and the 
provisions set forth in the documentation and approvals for the CFD will define the amount and type of 
available funding from the CFD for the Project, as set forth in the following table.

Table 10: CFD Funding Parameters

Parameter

Zone 1: $0.59670 per Parcel sq. ft.
Zone 2: $0.41769 per Parcel sq. ft.
Zone 3: $0.20885 per Parcel sq. ft.
According to the City's special tax consultant, the maximum special tax is 
approximately $7.62 million per year.

"Special Tax Requirement" as defined in the RMA includes amounts required to 
pay debt service: periodic costs related to the bonds; administrative expenses; 
pay directly for the design, acquisition, or construction of facilities authorized to 
be financed by the CFD; pay amounts required to establish or replenish a reserve 
for the bonds; and pay for delinquent special taxes, if any.

"The Special Tax shall not be levied under the first Fiscal Year after all of the 
conditions set forth below have been met;

Certification of State Environmental Documentation (CEOA). The CFD 
Administrator shall have been provided with an opinion of counsel 
reasonably satisfactory to the CFD Administrator to the effect that the 
legislative body responsible for overseeing the California Environmental 
Quality Act ("CEQA", California Public Resources Code §§ 21000 et seq.) 
review process for the Downtown Los Angeles Streetcar Project has 
certified or otherwise approved any necessary environmental review for 
the Downtown Los Angeles Streetcar Project, and that the legal challenge 
period associated with such CEQA process has expired.
Acceptance by the Federal Transit Administration into Project 
Development. The CFD Administrator shall have been provided with an 
opinion of counsel reasonably satisfactory to the CFD Administrator to 
the effect that the Federal Transit Administration has accepted the 
Downtown Los Angeles Streetcar Project into Project Development (as 
defined by 49 USC §5309).
Commitment to Operate the Downtown Los Angeles Streetcar Project 
System by a Public or Private Operator. The CFD Administrator shall have 
been provided with an opinion of counsel reasonably satisfactory to the 
CFD Administrator to the effect that there has been submitted to the 
Federal Transit Administration a Local Financial Commitment (as defined 
by 49 USC §5309) for the Downtown Los Angeles Streetcar Project that 
meets the Federal Small Starts funding program requirements (pursuant 
to 49 USC §5309), including the requirement thereof that such Local

Maximum Special 
Tax per Fiscal 
Year

RMA dated July 27, 
2012; David Taussig 
& Associates (special 
tax consultant to the 
City)

Amount of 
Special Tax

RMA

Timing of and 
Conditions 
Precedent to

RMA

Levy of Special
Tax
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Parameter

Financial Commitment include a commitment to operate the Downtown 
Los Angeles Streetcar Project system by a public or private operator, such 
as, but not limited to, the City or the Los Angeles County Metropolitan 
Transportation Authority for a minimum period of 30 years."

"The Special Tax shall be levied for the period necessary to fully satisfy the 
Special Tax Requirement, but in no event shall it be levied for more than 40 
years commencing in the Commencement Year."

Includes "...tracks, streetcar vehicles, streetcar stations and platforms, related 
sidewalk infrastructure, structural and streetscape improvements, relocation 
and/or installation of above and below ground utilities, utility access points, 
street paving, drainage, curb and gutter modifications and improvements, 
maintenance facilities, facilities for providing electricity to the system, including 
overhead wires and utility substations, and related infrastructure, traffic 
signalization and related systems, signage, wayfinding, lighting and landscaping 
related thereto, electronic and mechanical systems and programming therefor, 
and land, rights-of-way and easements necessary for any of such facilities." Also 
permits the payment of incidental expenses such as the cost of planning and 
design (including environmental evaluations); the costs associated with the 
creation of the CFD, issuance of bonds, and the determination, collection, and 
payment of taxes; and any other expenses incidental to the construction, 
completion, and inspection of the authorized work.

"All or any portion of the Facilities may be financed through a financing plan, 
including, but not limited to, a lease, lease-purchase or installment-purchase 
arrangement."

$85 million

Maximum Term 
of Special Tax

RMA

Facilities to be 
Financed

Exhibit A to 
Resolution of 
Intention

Method of 
Financing

Resolution of 
Intention, Section 4

Maximum Par 
Amount of 
Bonded 
Indebtedness

Resolution to Incur 
Bonded
Indebtedness, Ballot 
Measure, Ordinance

$85 millionMaximum Annual 
Appropriation

Ballot Measure

Private Use 
Issues

Facilities financed with the proceeds of tax-exempt bonds are subject to certain 
limitations relating to benefits that accrue to private parties, which should be 
thoroughly reviewed with bond counsel. Given the net operating subsidy 
required by the Project, we have assumed at this time, based on the RTD Denver 
Eagle and Maryland National Capital Purple Line commuter rail P3 precedents, 
that the proceeds of tax-exempt bonds can be generally paid as reimbursement 
for construction costs incurred by a private partner entrusted with a 30-year 
operations and maintenance scope under a DBOM or DBFOM delivery method as 
reimbursement for construction costs incurred.

Federal Tax Law

Other
Requirements of
Mello-Roos
Financing

The Mello-Roos Act requires that special taxes may be used to pay for capital 
costs of a project the City will own, which should be discussed with bond counsel 
to the light of the ultimate financial structure preferred by the City. Those legal 
requirements will likely have implications for the structure of a potential DBOM 
or DBFOM with a private partner performing long-term O&M period. We note 
that if an 80% asset useful life threshold was used to limit the private O&M 
period, it would not significantly impair the long-term risk transfer benefits of a 
DBOM and DBFOM.
The Act also requires that any projects funded from Mello-Roos bond proceeds 
be in compliance with prevailing wage laws.

State Finance Law

4.2.2.2 Legal and Financial Limitations on Funding Under Current CFD Structure
Issuance Amount. As the summary table above describes, the current legal structure of the CFD permits 
the City to issue up to $85 million principal amount of bonds to fund capital costs of the Project. Given 
this constraint, as well as the approximately $7.6 million annual maximum special tax levy (as provided 
by David Taussig & Associates), and subject to bond counsel review, the City could issue $85.0 million in 
CFD bonds, generate enough net original issue premium to pay for issuance costs and fund a debt service 
reserve fund, and provide a net Project fund deposit for the full $85.0 million without exceeding the
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maximum special tax levy. In the current market, it is possible to structure the CFD bonds as premium 
bonds which could generate sufficient proceeds in excess of an $85.0 million Project deposit to offset 
issuance costs and reserves. With this type of structure, annual debt service would remain below the 
maximum annual special tax of approximately $7.6 million as long as issuance costs and reserves are in 
the range of those typical for CFD bonds. Further, we assume that given the special tax can be levied as 
soon as the first fiscal year following the Project's achieving the milestones listed in the above table 
under "Timing of and Conditions Precedent to Levy of Special Tax," limited or no capitalized interest 
likely would be necessary, depending on the timing of the sale of CFD bonds vis a vis the satisfaction of 
these three milestones. To the extent some interest is required to be capitalized, the bond structure 
could also produce sufficient premium to cover these costs.

Issuing CFD bonds to the full authorized amount to fund $85 million in net Project construction costs 
would result in more Project funding than was originally anticipated when the CFD was formed. At the 
time of formation, it was anticipated that the CFD bonds would generate $62.5 million of construction 
proceeds, or fund 50% of the estimated $125 million of construction costs. However, given the most 
recent cost estimates, even at $85 million in funding, the CFD would fund 32% of the construction cost 
estimate.

Credit Considerations. To achieve adequate credit ratings, it is important for the maximum special tax 
levy to provide coverage of greater than lx CFD bond debt service. Coverage is one of several factors 
that go into the evaluation of the credit quality of a CFD. While the other credit characteristics of the 
City’s CFD are strong (e.g., large, built-out Project area, presumed high value to lien), should rates rise 
materially, coverage would decline and could put pressure on the credit ratings of the CFD bonds, which 
would further increase the rates required to sell the CFD bonds. Based on our estimate of annual debt 
service in the current market and the estimated maximum special tax, we estimate coverage would be in 
the range of 1.4x to 2.Ox, which, when combined with the other characteristics of the CFD is consistent 
with at least an investment-grade rating.

Private Use and Mello-Roos Act Considerations. The issuance of tax-exempt bonds, as well as the use 
of special tax revenues from the CFD, introduces certain restrictions related to private use and ownership 
of the improvements. These restrictions may impact how a DBOM or DBFOM that allocates O&M long
term responsibilities to a private entity can be structured. To date, we are aware of no P3 projects in 
California that have made use of CFD bond financing structures, so there are no precedents to point to 
regarding specific workable P3 structures under the Mello-Roos Act. These issues should be carefully 
analyzed by the City and with the City's bond counsel for any proposed financing structure to ensure a 
structure that is in compliance with both federal tax law and the Mello-Roos Act.

Start Date for Special Tax Levy. As detailed in Table 10, the special tax cannot be levied until the first 
Fiscal Year after the following three conditions have been met:

1. Certification of State Environmental Documentation (CEOA) - final EIR is expected later 2016;
2. Acceptance by the FTA into Project Development - this has been satisfied ; and
3. Commitment to Operate the Project by a public or private operator for a minimum of 30 years - 

the local financial and operating commitment required by FTA can be met by referencing the City 
Council approval of Measure R local return operating funding in 2013 (as noted in Table 10, an 
opinion of counsel confirming same and reasonably satisfactory to the CFD administrator would 
be required).

In practice, it may not be feasible from a policy perspective to start levying the tax until the Project has 
a full funding plan secured.

AtfOUSC 2011
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Precedents. Additional capital funding sources were screened by analyzing US Streetcar financial plan 
precedents. The following table summarizes the funding sources for several modern streetcar projects in 
various stages of implementation in the United States today. The circumstances of the funding plan are 
unique to each city and project and are not always comparable, but there are some general themes:

Budget constraints. Downtown streetcars are often developed by a municipality with varying 
degrees of involvement from the local transit agency. Many of the cities featured in the following 
table have larger streetcar networks planned but are building incremental segments as funding 
becomes available.

Federal funds. Since 2009, the U.S. Department of Transportation (USDOT) has awarded 
approximately $563 million in grants to 16 streetcar projects across the country, including 
starter lines as well as extensions to existing systems.18 Streetcar projects have benefited from 
the USDOT policy shift toward fostering livable communities.19 Several projects have received 
grants from the TIGER and Urban Circulator grant programs. More recently streetcar projects 
have also secured grants from the FTA's CIG Program as New Starts/Small Starts projects. 
Several projects have combined federal grant funds from two or more sources.

Local match. The non-federal share of Project costs is often funded from a combination of 
various funding sources. Typical local funding sources are sales tax, property tax, and general 
revenues which are relatively stable and long-term in nature. The funding plans of an increasing 
number of project sponsors are incorporating mechanisms to capture in the form of revenue the 
increased land value resulting from the transportation improvements, such as special 
assessment and local improvement districts financing. Cost sharing arrangements with utilities 
and ancillary revenues also are notable funding sources.

https://www.transit.dot.gov/about/news/us-department-transportation-celebrates-kansas-city-streetcar-grand-
opening
19 The USDOT defines livable communities as "places where coordinated transportation, housing, and commercial 
development gives people access to affordable and environmentally sustainable transportation." 
https://www.transportation.gov/livability/101

18
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4.3 Capital Funding Gap Analysis
After factoring in the increased Small Starts and Mello-Roos bond proceeds, the remaining capital 
funding gap is $81.2 million.

Figure 8: Capital Funding Gap
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Table 11: U.S. Modern Streetcar Funding Sources ($million)

Capital
Cost

Federal I Federal 
Funding I %

Location Miles I Status Ncri-feder-it Snare

State, Local Improvement District, 
regional transportation funds, land 
sale, parking revenue, City general 
fund, TIF and other City funds

Sales tax, City funds

State, Local Improvement District, 
land sale, utilities, other local 
funds

CIG,
$251 $82Portland 7.35 Operation 33% 1

HUD, Other

$135 N/ASeattle (First Hill) 2.5 Operation 2

FTA formula 
funds, STP, 
Other

Seattle (South 
Lake Union) $54 $131.3 Operation 24% 3

Downtown Improvement District, 
regional transportation funds, 
utilities, and City funds

Regional Toll Revenues, Dallas 
Area Rapid Transit (DART)

Utah Transit Authority (UTA> 
donated right of way 
and other local funds

$98 $48Atlanta 2.7 Operation 49% TIGER 4

$51 $26Dallas 1.6 Operation TIGER51% 5

$55 $26Salt Lake City 2.0 Operation TIGER47% 6

Sales tax, utilities, private, 
City and other local funds

TIGER, CIG, 
Other$196 $73Tucson 3.9 Operation 37% 7

Urban
Circulator

$37 $25Charlotte (Ph. 1) 1.5 Operation City funds68% 8

Washington, DC 

Kansas City

2.2 Operation

Operation

$200

$102

N/A City funds

Sales tax, special assessments

9

$372.0 36% TIGER, other 10

TIGER CMAO 
Urban 
Circulator 
Other

TIF, private contributions, land 
sale, sale of City streetlights and 
other City funds

Construction $148 $45Cincinnati 3.6 30% 11

Private contributions and other 
local funds

Construction $140 $37Detroit 3.3 26% TIGER 12

$183 $94Tempe 3.0 Planning 51% CIG,CMAO Sales tax and City funds

Benefit Assessment District, 
State funds, sales tax, 
and City and County funds

State funds, sales tax

13

$75Sacramento Planning $1504.2 50% CIG 13

$289 $193Santa Ana 4.1 Planning 67% CIG,CMAO 13

Seattle (Center 
City Connector) $135 $761.3 Planning CIG, other Sales tax, utilities, City funds56% 13

State, special assessments, gas 
tax, City funds/land, County funds, 
Downtown Development Authority

City funds

Tax increment financing 

Sales tax

CIG, STP, 
TIGER$195 $83Ft. Lauderdale 2.8 Planning 48% 14

$150

$128

$129

$75Charlotte (Ph.2) 2.5 Planning

Planning

Planning

CIG50% 15

$69Milwaukee 2.5 54% TIGER, other 16

Oklahoma City 4.6 N/A 17

Notes on Table 11:
1. http://www.fhwa.dot.gov/ipd/project_profiles/or_portland_streetcar.aspx
2. https://assets.documentcloud.org/documents/1677680/fh-streetcar-quarterly-report-q4-2014-012915.pdf
3. http://www.fhwa.dot.gov/ipd/project_profiles/wa_slu_streetcar.aspx
4. http://news.wabe.org/post/construction-issues-push-atlanta-streetcar-budget-nearly-100-million
5. https://dallascityhall.com/government/Council%20Meeting%20Documents/ttrpc_4_street-car-update-combined.pdf
6. http://www.apta.com/resources/hottopics/circulators/Documents/Salt-Lake-City-Streetcar-Fact-Sheet.pdf
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http://www.fhwa.dot.gov/ipd/project_profiles/wa_slu_streetcar.aspx
http://news.wabe.org/post/construction-issues-push-atlanta-streetcar-budget-nearly-100-million
https://dallascityhall.com/government/Council%20Meeting%20Documents/ttrpc_4_street-car-update-combined.pdf
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7. http://nacto.org/wp-content/uploads/2013/10/BartonMike_DesigningCitiesPHX.pcff
8. http://charmeck.org/city/charlotte/charlottefuture/documents/urbancirculatorgrantapplication-charlottestarterproject-final.pdf
9. http://www.enr.com/articles/38925-de[ayed-dc-streetcar-opens-expansion-p!ans-unclear?v=preview
10. https://www.transit.dot.gov/site5/fta.dot.gov/files/docs/KC%20Streetcar%20TIGER_2013_FactSheet.pdf  and 

http://kcmo.gov/streetcar/faq-local-funding-to-expand-streetcar/
11. http://www.cincinnati-oh.gov/streetcar/streetcar-funding/
12. http://www.detroitnews.com/story/business/2015/12/22/rail-detroit-naming-nights/77793692/
13. https://www.transit.dot.gov/funding/grant-programs/capital-investments/current-cig-projects
14. http://wavestreetcar.com/funding-sources/
15. https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/NC_Charlotte_CityLYNX_Gold_Line_Phase_2_Profile_FY16_l.pdf
16. http://www.themilwaukeestreetcar.com/cost_funding.php
17. https://www.okc.gov/government/maps-3/projects/modern-streetcar-transit

Approach by Tier. Based on the analysis of precedents and projects constraints, additional capital 
funding sources that can be pursued have been categorized in three tiers (by descending ease of 
implementation and ievei of feasibility):

Table 12: Additional Capital Funding Sources

Capital /
Operating

Capital

Est. Capital 
FundingAdditional Capital Funding Sources Key Considerations

T
$0- 11m1 LADWP cost sharing on utilities 

relocation (0-25% share)

~ 2 TFAR from the Maintenance and
Storage Facility (MSF) site + other 
CD14 allocations

Requires advanced stakeholder negotiations

$10-25m Additional monies may be leveraged over time to 
repay financing

Capital

T T
~$12m

financing
Increasing the bonding limit could produce 
approximately $97m of project funding - more if 
maximum special tax is also increased

3 New CFD vote to raise current 
$85m bonding limit without amending 
maximum special tax or CFD 
boundaries

Capital

4 Amending the CFD boundaries 
and/or the maximum special tax 
through a new vote

Capital TBD Can be pursued in addition to raising the bonding 
limit. May be more feasible if the $15.4m Grand 
Ave spur is added, although a separate CFD could 
also be pursued.

Requires FTA concurrence and other reviews, 
potentially extending timeline to implement; could 
raise $1.0+m In annual lease revenues to fund 
ongoing Project outlays, or over $15m upfront

Consider operating lease debt accounting benefits 
vs. capital lease flexibility

~$15m
financing

Capital or 
Operating

5.a Pursue joint development on the 
MSF site (instead of transferring MSF 
site FAR)CQ

$36m, but adds 
$2 - 3m annual 

cost

$0-16m

r- 5.b Alternatively, ground leasing 
instead of acquiring MSF site

Capital

6 Project cost reduction (to $2 50m 
target)

7.a Leverage a City-owned property to 
fund the purchase or ground lease of 
a preferred MSF site

7.b Alternatively, use another City- 
owned property for the MSF

Capital Achieving those cost reductions may require 
revisiting the draft EtR

Sale or leasing of City property has an opportunity 
cost. Lease revenues can help fund ongoing Project 
outlays

Opportunity cost; requires amending draft EIR and 
analyzing incremental cost/technical feasibility; 
larger property may be underutilized

Up to $36mCapital or 
Operating

Up to $36mCapital

T
8 Proposed Ballot Measure - $200m 
Project allocation in 2053 from Metro

.2 9 Proposed Ballot Measure - $35m
Streetcar & Circulator project funding 
(FY2018-2022) from Metro

Accelerating funding would require negotiationsCapital TBD

Would compete against other County projects; 
funding could also be used to pay lease revenue 
bonds debt service or availability payments

Capital TBD

Further analysis and policy decisions are needed to better ascertain the viability and priority of these 
additional funding sources to understand by how much the capital funding gap can be reduced below $81 
million using Tier A, B, and G funding sources. Note the gap would be increased by $15 million if the

Awwst 20.1,6

http://nacto.org/wp-content/uploads/2013/10/BartonMike_DesigningCitiesPHX.pcff
http://charmeck.org/city/charlotte/charlottefuture/documents/urbancirculatorgrantapplication-charlottestarterproject-final.pdf
http://www.enr.com/articles/38925-de%5bayed-dc-streetcar-opens-expansion-p!ans-unclear?v=preview
https://www.transit.dot.gov/site5/fta.dot.gov/files/docs/KC%20Streetcar%20TIGER_2013_FactSheet.pdf
http://kcmo.gov/streetcar/faq-local-funding-to-expand-streetcar/
http://www.cincinnati-oh.gov/streetcar/streetcar-funding/
http://www.detroitnews.com/story/business/2015/12/22/rail-detroit-naming-nights/77793692/
https://www.transit.dot.gov/funding/grant-programs/capital-investments/current-cig-projects
http://wavestreetcar.com/funding-sources/
https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/NC
http://www.themilwaukeestreetcar.com/cost_funding.php
https://www.okc.gov/government/maps-3/projects/modern-streetcar-transit
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Grand Avenue Spur was added, and/or reduced by $18 million if the 9th Avenue alignment was chosen 
over the 7th Avenue one).

Any remaining gap after Tier A, B, and C funding sources would need to be filled with proceeds raised 
from a public or private financing based on the commitment of long-term City funds. Financing the full 
$81 million capital funding gap range would require an estimated $4.8 - 7.1 million in annual debt service 
equivalent (depending on the delivery and financing method utilized) over 30 years.

Figure 9: Capital Funding Gap before Tier A, B, and C Sources

0
Total CapEx Small Starts 

Funding
CFD Bond 
Proceeds

Funding
Gap

4.4 Additional Capital Funding Sources - Tier A

Table 13: Additional Capital Funding Sources - Tier A

Capital/
Operating

Est. Capital 
FundingAdditional Capital Funding Sources Key Considerations

T T
$0 - 11m1 LADWP cost sharing on utilities relocation 

(0-25% share)
Capital Requires advanced stakeholder 

negotiations<

$10-25m2 TFAR from the Maintenance and Storage 
Facility (MSF) site + other CD14 allocations

Capital Additional monies may be leveraged over 
time to repay financing

4.4.1 Cost Sharing Arrangements on Utilities Relocation
Public and private utilities correspond to approximately 17% of the capital costs of the Project. In 
Cincinnati, utility relocation costs are estimated at approximately $38 million to expand the streetcar 
route about one mile uptown20, compared to approximately $15 million of utilities costs for the 3.6-mile 
initial phase. Many urban transportation projects involve early discussions with utilities to coordinate 
utility work and explore cost sharing associated with relocation and betterment or replacement of utility 
lines.

For example, in Portland, the Bureau of Environmental Services and DOT allocate utilities relocation costs

20 http://www.cincinnati.com/story/news/2015/03/29/cincinnati-streetcar-utility-cost-duke-energy/70626318/
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as follows, and we understand from the City that this has been the basis for developing various Portland 
streetcar projects since 2002:

The utility company pays for betterment costs, including (i)the value of relocation costs discounted 
by the remaining years of useful life (using 30-year indexed Treasury securities) and (ii) the benefit 
of any improvements made to the facility; and

The project would cover the remainder of the relocation cost, including any capacity enhancement 
cost required by the project as well as the costs associated with temporary structures.

Additionally the following factors can impact the calculation of cost sharing with utility owners:

Costs associated with design and inspection could also be shared if mutually beneficial; and

Utilities' consumption by the Project would also provide additional revenues to the Los Angeles 
Department of Water and Power (LADWP) and could be factored in the negotiations.

The City could receive $11 million from cost sharing mechanisms on utilities relocation assuming LADWP 
contributes 25% of the total utilities costs to the Project.

4.4.2 Transfer of Floor Area Rights (TFAR)
Maintenance and Storage Facility Site:
The Project could arguably fulfill the public improvement and community benefits requirements to pursue 
a transfer of air rights (from the required MSF facility which would only utilize one floor) to a high-density 
parcel under the City's TFAR ordinance (note a joint development building on top of the MSF is separately 
discussed in section 4.5.3). The standard FAR in the majority of the central business district of Downtown 
LA is limited to 6.0, so a high-density project requiring up to 13.0 FAR would constitute a potential 
receiver site, which payment could be allocated to the Project.

According to the City, the additional development rights are priced at 40% of the land value FAR (the 
public benefit payment), in addition to a TFAR transfer payment equal to the greater of 10% of the public 
benefit payment or $5 per square-foot of TFAR (i.e., the additional building area). For an average receiver 
site purchased between $350/sq. ft. and $450/sq. ft., the combined payments to the City would be 
between $6.4 million and $8.2 million.

Public Benefit Payment Allocations from Developers:
Separately, as an additional funding source, City Council District 14 (CD14) indicated that the Project 
could receive allocations from future public benefit payments generated by potential TFAR transactions 
transferring excess FAR from the Convention Center to other downtown LA development projects (up to 
50% and in consultation with the Council Office). While the demand from development projects/receiver 
sites can vary over time, existing receipts and pending allocations to the Project (over $6.5 million) can 
be supplemented by future payments be received during through 2020 to exceed $10 million. Those, as 
well as future proceeds can be contributed to fund ongoing annual project costs as well.

39 August 2016
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4.5 Additional Capital Funding Sources - Tier B
Table 14: Additional Capital Funding Sources - Tier B

Capital/
Operating

Est. Capital 
FundingAdditional Capital Funding Sources Key Considerations

T T
3 New CFD vote to raise current $85m 
bonding limit without amending maximum 
special tax or CFD boundaries

~$12m
financing

Capital Increasing the bonding limit could produce 
approximately $97m of project funding - 
more if maximum special tax is also 
increased

Can be pursued in addition to raising the 
bonding limit. May be more feasible if the 
$15.4m Grand Ave spur is added, although 
a separate CFD could also be pursued.

Requires FTA concurrence and other 
reviews, potentially extending timeline to 
implement; could raise $1.0+m in annual 
lease revenues to fund ongoing Project 
outlays, or over $15m upfront

Consider operating lease debt accounting 
benefits vs. capital lease flexibility

4 Amending the CFD boundaries and/or the 
maximum special tax through a new vote

Capital TBD

5.a Pursue joint development on the MSF site 
(instead of transferring MSF site FAR)

Capital or 
Operating

~$15m
financing

m
$36m, but 

adds 
$2-3m 

annual cost

5.b Alternatively, ground leasing instead of 
acquiring MSF site

Capital

6 Project cost reduction (to $250m target) $0 - 16mCapital Achieving those cost reductions may 
require revisiting the draft EIR

Sale or leasing of City property has an 
opportunity cost. Lease revenues can help 
fund ongoing Project outlays

Opportunity cost; requires amending draft 
EIR and analyzing incremental 
cost/technical feasibility; larger property 
may be underutilized

Up to $36m7.a Leverage a City-owned property to fund 
the purchase or ground lease of a preferred 
MSF site

Capital or 
Operating

Up to $36m7.b Alternatively, use another City-owned 
property for the MSF

Capital

4.5.1 New CFD vote to raise $85m bonding limit without amending 
maximum special tax or CFD boundaries

At present the constraining factor for the leverage available from the special tax revenues established 
through the CFD is the $85.0 million maximum amount of bonded indebtedness established in the 2012 
ballot measure. Without increasing the maximum special tax authorized by voters in 2012, a new ballot 
measure increasing the borrowing limit could enable the City to generate another $12.0 million of bond 
proceeds, assuming the bonds are structured to provide 1.25x coverage by maximum special tax 
revenues, consistent with solid investment grade ratings.

4.5.2 Amending the CFD boundaries and/or the maximum special tax 
through a new vote

Revising the Mello-Roos district by expanding its boundaries and/or increasing the maximum special tax 
by zone, in conjunction with increasing the bonded indebtedness limit, could increase capital funding 
beyond the $97 million that could be generated by raising the borrowing limit alone (as described in 
Section 4.5.1 above). The amount of additional capital funding this would provide will depend on the 
extent of the expanded boundaries and the level of the maximum special tax (this could be particularly 
considered if the Grand Avenue spur was added). If the CFD was amended so the special tax could fully 
finance the project (i.e. the current $85 million, plus the $81 million funding gap), the approximately 
$7.6 million annual maximum special tax levy would need to be increased by 71% to $13.0 million so 
$166 million in net construction proceeds could be generated, up from the $97 million cited above (this
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would also require an amendment to the bond indebtedness limit).

4.5.3 Joint Development/Ground Lease of MSF Site
Downtown Los Angeles is currently experiencing significant real estate development, including 
Metropolis, Oceanwide Plaza, Circa, Mack Urban South Park, Wilshire Grand Center and The Bloc. 
Because the Project's footprint is located in an area highly sought for real estate development, exclusively 
building the maintenance and storage facility (MSF) would arguably constitute an underutilization of the 
site. Several alternatives can be considered to enhance the financial feasibility of the Project.

Option A: Joint Development
A value-enhancing strategy the City and LASI have considered is to combine private development with 
the MSF. Joint developments are typically implemented on government-owned property (thus requiring 
the City to purchase the MSF site), with the public agency providing a ground lease or other rights for the 
private developer to build private use facilities. In this case, retail and commercial/residential 
development can be pursued on the MSF site. Private contributions could be increased if the City was 
able to transfer FAR to the site, or if a variation for an exemption of the MSF square footage as a public 
facility was pursued and successfully granted (we understand this has not been done previously).

A lease payment from a Developer based on a hypothetical value of $300/sq. ft. valuation21 22 could provide 
$1.0+million23 per year available to pay for debt raised on the Project (the developer would to factor in 
the cost of a superstructure to isolate residential units from the streetcar MSF use - at a different scale, 
this is the approach used by the Hudson Yards project in New York City). A sale of these air rights could 
raise $15 million or possibly more. Higher lease capitalization rates, valuation and/or raising FAR to 13.0 
could significantly increase those amounts. As indicated by LASI, pursuing a novel FAR exemption for the 
MSF as a public facility to allow a Developer the right to develop 6.0 FAR (or up to 13.0 if FAR is also 
transferred to the site) on top of the MSF also would increase private contributions.

Any joint development initiative would need to be further studied in the light of FTA and Mello-Roos 
restrictions. FTA circular (FTA C 7050.1, dated August 25, 2014) provides guidance on how to use FTA 
funds or FTA-funded property for joint development and requires, for example, compliance with federal 
requirements, a baseline market analysis to support the joint development revenue projections, and an 
open procurement for the joint development. This could add significant time to the process, although 
may not commensurately affect the critical path depending on the sequencing of other project elements. 
Finally, any joint development also would need to be considered in the context of the environmental review 
process, including potential need for further environmental review.

Option B: Ground Lease of MSF Site
Instead of purchasing the MSF site, the City could enter into a ground lease. This would reduce the upfront 
capital requirement for the Project and spread the corresponding cost over the operating period without 
issuing debt. The $36.2 million land acquisition cost identified in AECOM's report would result in an $2.1 
to $2.9 million annual outlay for a 40+ year ground lease, assuming a 6-8% capitalized rate. The ground 
lease may under certain circumstances be structured and treated as an operating lease, which would not 
be counted against the 6% debt limit. This approach appears less efficient financially than the TFAR sale 
of air rights, but could be considered if the City absolutely seeks to avoid incurring debt and prefers not 
to use a DBFOM availability payment structure.

Additional details about the real estate analysis are provided in Appendix C.

21 EY Outlook on Downtown Los Angeles Real Estate, 2016
22 Based on the highest and best use as a multi-family development with a land parcel of 55,000 sq. ft. and a FAR 
of 6.0 with one floor dedicated to the MSF (market rate units)
23 Based on a 6% capitalization rate and a long term lease
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4.5.4 Project costs reduction (to $250m target)
Mott MacDonald is currently developing 30% design/preliminary engineering plans, and a revised cost 
estimate is expected to be available late summer 2016. Should the cost exceed the $250 million target, 
the City may want to analyze cost reduction measures including those that may require an amendment 
to the draft EIR. Pursuing cost reduction initiatives would be even more critical if the cost increases 
beyond $266.2 million (note the cost estimate plus finance charges cannot exceed $300 million under 
the Small Starts program).

4.5.5 Leverage a City-owned property/Use another City-owned 
property for the MSF

Option A: Use a City-owned surplus property to house the MSF
City-owned surplus properties within the vicinity of the Project could also be used to develop the MSF 
instead of purchasing a new property in the high-value DTLA real estate market. Properties on the 
Streetcar alignment or directly adjacent could potentially be used for the MSF and save the $36.2 million 
in site acquisition cost aforementioned. The benefit, however, would need to be weighed against (i) the 
impact to the environmental process already initiated and (ii) any incremental costs required in 
comparison to the private sites currently contemplated on the alignment (utilizing properties not directly 
on the alignment would entail a modification to the alignment and result in additional civil works design 
and construction costs). Further, using a surplus property would have an opportunity cost to the City 
which may need to be factored into any policy decision.

Option B: Leveraging the Value of Other City-Owned Properties to fund the purchase or ground lease 
of the MSF
Other City-owned properties located farther from the Streetcar alignment can also be leveraged to 
enhance the financial feasibility of the Project. They can be leased or sold, possibly in combination with 
a FAR increase, with proceeds or lease payments accruing in part or full to the Project. Such subsidy to 
the Project would need to be weighed against other City priorities.

4.6 Additional Capital Funding Sources - Tier C
Table 15: Additional Capital Funding Sources - Tier C

Capital/ Est. Capital
Operating ^ Funding _______

Capital 

Capital

Key ConsiderationsAdditional Capital Funding Sources
T

8 Proposed Ballot Measure - $200m Project 
w allocation in 2053 from Metro

.e 9 Proposed Ballot Measure - $35m Streetcar 
& Circulator project funding (FY2018-2022) 
from Metro

TBD Accelerating funding would require 
negotiations

Would compete against other County projects; 
funding could also be used to pay lease revenue 
bonds debt service or availability payments

TBD

Sales tax revenues from the Proposed Ballot Measure approved by the LA Metro Board on June 23, 2016 
for the November 2016 ballot, may be available to defray some of the capital costs related to the Project, 
depending on the outcome of the vote in November. The Proposed Ballot Measure calls for a Vi cent 
sales tax increase in Los Angeles County that could generate $120 billion to fund transportation projects 
in LA County. Under the current plan, the Proposed Ballot Measure provides two potential sources of 
capital funding for the Project:

The draft expenditure plan for the measure shows a proposed allocation of $200 million (present 
value) for the Project (referred to as the "Historic Downtown Streetcar") in 2053; and 
The draft expenditure plan also provides for the funding of approximately $35 million for "Street 
Car and Circulator Projects" for the Central City Area.
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4.6.1 Proposed Ballot Measure - Historic Downtown Streetcar 
Funding Allocation

The Proposed Ballot Measure Expenditure Plan dated June 10, 2016 includes an allocation of $200 
million in 2015 dollars for the Project ($587.7 million in 2053 dollars). However, the funding is 
programmed so far in the future that this allocation presents a number of challenges as a realistic funding 
source for the Project, at least for the initial capital outlay. Revenue streams such as sales taxes rely on 
a certain base level of economic activity and assumptions of future growth; any changes from projection 
to reality that deviate negatively from those assumed at the time of the ballot measure can have 
significant impacts on future revenue availability and those impacts compound over time. Thus, lower 
sales tax receipts or other developments with higher priority projects could push the funding availability 
beyond the 2053 timeframe.

Beyond the basic uncertainty regarding revenues programmed 37 years in the future, there is also the 
high degree of uncertainty regarding whether those funds can be leveraged at all in the tax-exempt 
markets. Given no Proposed Ballot Measure funds are dedicated to the Project prior to 2053, it would be 
very difficult, if not impossible, to access this funding through a debt issuance. Because no sales tax 
revenue would be available to pay current interest prior to 2053, this bond would have to be structured 
as a capital appreciation bond (CAB). CABs are sold at a very deep discount to par and at yields much 
higher than standard current interest bonds. Interest accretes on the CAB and then is paid at maturity. 
However, there is a limited market for CABs and maturities beyond 30 years generally are not sold, 
particularly for credits such as sales tax revenue bonds, where revenue growth is anything but certain.

The City would need to work with Metro to determine if there is a feasible way to access this funding 
through bonding in the near term. Alternatively, it may be possible to negotiate with Metro to accelerate 
the timeframe of the funding allocation to make it more accessible as a viable funding source for the 
Project.

Therefore, leveraging this funding source would require negotiations with Metro to accelerate the 
timeframe of the funding contribution.

4.6.2 Proposed Ballot Measure - Streetcar and Circulator Capital 
Projects

The Proposed Ballot Measure Expenditure Plan also includes funding totaling $35.0 million for "Street 
Car and Circulator Projects" for the Central City Area that is scheduled between FY2018 and FY2022. 
Depending on the portion of this $35.0 million expenditure allocation that is dedicated to the Project, 
this potential funding source could be a contributor to closing the Project’s funding gap, particularly given 
the very near-term funding horizon.

Assuming passage of the Proposed Ballot Measure, the City could access these funds through a variety 
of measures, ranging from pay-go to leverage a Metro sales tax financing to accelerate capital 
contribution, or, or potentially as a source of construction milestone payment or Availability Payments 
funding in an alternative project delivery model.
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4.7 Other Potential Capital Funding Sources
Several other funding sources were analyzed (see Appendix A) but are unlikely to be successfully 
leveraged for the project or cannot be quantified at this time:

Cost sharing arrangement for streetscapes improvements along the Project alignment;
Federal TIGER and Urban Circulator Grant Programs;
Federal Highway Funding, including Congestion Mitigation and Air Quality Improvement Program 
(CMAQ) and Surface Transportation Block Grant Program;
State Cap and Trade Program; and
Consideration of potential cost reductions for the City as a result of reducing or reorganizing 
redundant DASH bus service.
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Operations Subsidy 
Requirements
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5. Operations Subsidy Requirement

According to the current plan for delivering and operating the Project,24 the City will contribute 100% of 
the funding required to operate the Project (less passenger fare revenue) and will be responsible for any 
operating cost overruns.

5.1 Operations, Maintenance and Capital Renewal Costs
Given the streetcar vehicles are designed with a 30-year life, the Report considers operations and 
maintenance C'O&M") costs over a similar 30-year timeframe.

An O&M cost estimate for the "7th Street without the Grand Ave spur" alignment is not available at this 
time. Accordingly, this Report's analysis is based on the ICE's O&M cost estimate for the "7th Street with 
the Grand Ave spur” alignment: $7.5 million ($6.8 million inflated to the opening year). While this may 
appear conservative, we note that cost estimates for capital rehabilitation and replacement costs over 
the life of the system are excluded from the analysis, as the City has advised that estimates of these costs 
are unavailable at this time (these costs might include items such as a 5-year and mid-life overhaul of the 
vehicles, vehicle replacements at the end of their useful lives, rail grinding, etc.). We also note that these 
costs are required by FTA to be included in the finance plan submitted as part of the Project's capital grant 
application.

5.2 Operating Subsidy Requirements
The City Council has provided a commitment to fund net operating expenses from Measure R sales tax 
local return funds. After factoring in annual farebox revenues (adjusted for the removal of the Grand 
Avenue spur) and potential advertising and naming right revenues, the City's exposure is as follows:

Table 16: Annual Operating Costs and Funding (Opening Year 2021)

Operating F.xpfcmiiturss Annual Amount

O&M $r.5 million

Kot available at this timeRen<!W*l and neplacement

Funding Sources Annual Amount

$0.4 million 

$0.2 -1.5 million

Farebox Revenues 

Advertising/Naming rights 

FTA formula funds and CMAO Limited potential

$0.6 - 1.9 millionTotal

24 26 August 2013 memorandum from Miguel A. Santana, Jaime de la Vega, and Gary Lee Moore to the City 
Council re; Recommended Project Delivery Method and Summary Project Management Plan for the LA Streetcar 
Project (C.F. 11-0329-S7).
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Ads & Naming Annual Operating 

Subsidy Required

Based on this first year operating subsidy range of $5.6 - 6.9 million, and assuming costs and revenues 
would similarly grow at 3% annually, the total operating subsidy required over 30 years would vary 
between $266 - 328 million. As such the $295 million in Measure R local return committed by the City 
Council may present a surplus (in which case such funds might be directed by the City to fund Project 
capital financing), or a shortfall (in which case additional City monies would need to be used to fund net 
operating costs).

Total O&M Farebox Income
Rights

5.3 Farebox Revenues
The farebox recovery ratio is the percent of a trip's operating costs recovered through passenger fares. 
This ratio varies by transit mode (e.g., bus, commuter rail, streetcar, etc.) and by transit operator. For 
each dollar spent in operating costs per trip on streetcars across all U.S. transit systems in 2014 (the 
most recent reporting year for which data is available from the FTA's National Transit Database), 35.5 
cents were recovered through fares.25

Table 17: Streetcar Farebox Recovery Ratios26

Fare Revenue Operating Expenses

$.17,228,643

$777,645 

3S3 

$984,60? 

$69,576,63? 

$26,390,559 

53.310,094 

$1,547 684 

$1?,310 440 

$2,941,721 

$4,277,919

Farebox Recovery Ratio 

42%

Streetcar Location Streetcar Type

Heritage
Heritage

Heritage

Heritage
Heritage
Heritage

Heritage

Heritage

Modern

Modern

Modern

^7 2.22 752Sar. Francisco, CA 

Oailas, TX * 

r-oshe. Wi 

Littfe Rock, AR 

PWiadelphia, PA 

Her* Orleans, LA 

Memphis, TN 

Tampa, FL 

Portland, OR 

Seattle, WA 

Tacoma, WA *

5- OS

525.432

$85,533

$33,025,852

$6,690,692

$706-781

$465,012

$531,922

$423340

' 8%

9%

47%

25%

19%
30%

4%

14%

$- 0%

* Operated free of charge

FTA, Office of Budget and Policy, National Transit Summary & Trends. February 2015, p. 15. 
FTA, National Transit Database, Transit Profiles Summary Reports, 2014 

(https://www.transit.dot.gov/ntd/transit-profiles-summary-reports)

25
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The resulting operating subsidy required would be as follows in 2021 (opening year).

Figure 10: Annual Operating Costs and Funding (Opening Year 2021)
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The current estimate of daily ridership for the 7th St. Alternative (without Grand Avenue spur) is 4,123 
(2020). Based on the City's estimate of a $0.50 opening year fare per rider and a 53% average fare (due 
to discounts and transfers), annual passenger fare revenue would be approximately $400,000.27 Based 
on City estimates of $7.5 million ($6.8 million inflated to the opening year) in annual operating and 
maintenance expense, City assumptions generate a farebox recovery ratio of 5% in 2020. While this is 
quite modest compared to the aforementioned 35.5% for streetcars nationwide, it is within the range of 
experience of the few modern streetcar systems in operations during the 2014 reporting year of the 
National Transit Database, as shown in the table above.

Based on ridership estimates provided by the City of 4,123 and 5,434 in 2020 and 2040, respectively, 
ridership is forecasted to grow at a compound annual growth rate of 1.4%. In March 2013, the City Council 
approved a 30-year operating plan with a 3.0% annual operating cost escalation rate.28 To ensure that 
the percentage of O&M costs offset by fare revenue does not decrease over time and thereby contribute 
to growth in the annual operating subsidy requirement, the streetcar fare policy would need to 
incorporate average fare increases such that growth in the average fare (i.e., the full fare less discounted 
and free rides), combined with the actual ridership growth rate, keeps pace with the actual O&M cost 
escalation rate. The aforementioned planning estimates of 1.4% annual ridership growth and 3.0% annual 
O&M cost escalation would require annual escalation of 1.6% in the average fare.

5.4 Ancillary Revenues (Advertising/Naming Rights)
As shown in Table below, a number of streetcar projects being studied or under construction over the 
past 5 years have identified naming rights/private contributions and advertising revenues as a potential 
source of funding during construction and operation (only naming rights revenues would typically be 
available during construction). Stations provide opportunities for static and/or active media placement 
as well as opportunities for naming rights.

Table 18: Selection of Modern Streetcar Projects including Ancillary Revenues

Capital 
Costs, Size & 
Status

Project Anticipated Revenues Comments Notes

$148 million 
3.6 miles 
Construction

$0.4 million to $0.6 million per 
year (expected) used to partly 
cover costs during the operation 
period/20-year contract

$0.1 million in wrap advertising 
during the first 1.5 years of 
operation/ one time contract 
used to cover operation costs

Cincinnati 
Streetcar 
Cincinnati, OH

The City is experiencing difficulties to secure 
the forecasted naming rights and advertising 
revenues

1

$196 million 
3.9 miles 
Operations

Sun Link 
Streetcar 
System 
Tucson, AZ

City anticipates signing a contract for 
naming rights for a 3- to 10-year term 
(amount not disclosed but estimated to be 
minimal)

2

$32 million 
2.4 miles 
Operations

$0.1 million per year/10-year 
naming rights contract 
Approx. $0.1 million advertising 
revenues

Contracted with TECO Energy. 
Advertising on vehicles interiors and 
exteriors is sold on a monthly basis.

3Tampa 
Historical 
Streetcar 
Tampa, FL

Passenger fare revenue was previously estimated to be $826,835 annually beginning in FY 2017 and to grow 
1% annually thereafter (see 11 February 2013 memorandum from Jaime de la Vega and Miguel A. Santana to the 
City Council re: Downtown Streetcar Funding (C.F. 11-0329-S7). This estimate assumed daily ridership of 8,390, 
a full fare per passenger of $0.50, and an average fare of 53% of the full fare due to discounts and transfers.

4 June 2015 memorandum from Miguel A. Santana, Gary Lee Moore, and Seleta J. Reynolds to the City Council 
re: Report on New Independent Cost Estimate and Construction Schedule for the LA Streetcar Project (C.F. 11- 
0329-S12).
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Capital 
Costs, Size & 
Status

Project ■fttlcisatsd Revenue1; Comments Notes

$5 million for 10-year naming 
rights contract
+$3 million for each of the 12 
station locations

$140 million 
3.3 miles 
Construction

Naming/advertising rights bought by about 
20 firms including Quicken, Wayne State 
University, DMC, lllitch 
In total, the Project received approx.
$100 million of contributions from 
corporations, foundations and other private 
funders (this data point precedent in an 
outlier that would be difficult to replicate)

Naming rights sold to UC San Diego

QLINE 
Detroit, Ml

4

n/a $0.7 million naming rights 
contract (for 30 miles of LRT 
service and 3 stations) CPI 
indexed/30-year contract

Blue Line 
Trolleys 
System 
San Diego, CA

5
30 miles 
Operations

$56 million 
1.3 miles 
Operations

$25 million from a real-estate 
firm owning extensive properties 
along the alignment 
$5.5 million from Amazon to 
cover the purchase of a fourth 
vehicle, its operation costs for 10 
years and additional bike lanes

$0.25 million per year/25-year 
contract

South Lake 
Union 
Streetcar 
Seattle, WA

No naming rights associated with the funding 6 
Amazon's contribution compensated for 
taking city-owned alleys for its planned 
campus and improved headway to its 
headquarters

$168 million 
9.3 miles 
Operations

HealthLine Naming rights sold to Cleveland Clinic and 
University Hospitals

7
BRT
Cleveland, OH

Notes on Table 18:
1. http://www.wlwt.com/news/city-council-gets-update-on-streetcar-project-revenue/37775644 

http://www.go-metro.com/news/609/58/Local-firm-to-sell-Cincinnati-Streetcar-vehicle-naming-rights-and-advertising 
http://www.wcpo.com/news/insider/pressure-is-on-to-sell-naming-rights-for-cincinnatis-streetcar 
http://wvxu.Org/post/cincinnati-company-working-sell-streetcar-naming-rights-ads#stream/0 
http://www.fhwa.dot.gov/ipd/project_profiles/or_portland_streetcar.aspx

2. http://tucson.com/news/local/city-council-considers-selling-streetcar-naming-rights/article_775110f9-2eb5-5a26-a8a8- 
Ic65886a5066.html

3. http://www.tecolinestreetcar.org/news/inventing_the_future.pdf
4. http://m-lrail.com/streetcar-line/station-stops/

http://www.detroitnews.com/story/news/local/detroit-city/2016/03/24/rail-name-revealed-thursday/82209704/
5. http://www.sdmts.com/inside-mts/news-release/new-blue-metropolitan-transit-system-trolley-line-be-renamed-uc-san-diego
6. http://www.seattletimes.com/seattle-news/amazon-plan-adds-more-streetcar-trips/
7. http://www.nbrti.org/docs/pdf/lnserts_summaries/Cleveland.pdf 

http://blog.cleveland.com/medical/2008/02/clinic_uh_pay_to_name.html

Based on the above precedents or forecasts prepared for comparable projects, revenues generated from 
naming rights and advertising could range between $0.2 and $1.5 million per year during Streetcar 
operations. Actual revenues could be impacted by different factors:

Ancillary revenues generated by the Project may also be initially limited by the existing 
advertising contracts with (i) Titan Outdoor for transit vehicles services (advertising on over 360 
LADOT buses) ending early 2017 and generating approximately $800,000 per year and (ii) with 
JC Decaux for bus shelters, newsstand kiosks and City information panels ending in 2021. 
Expected advertising revenues for the Project will depend on the terms of the procurement for 
the renewal of these contracts and how those would factor in the Streetcar scheduled to open 
late 2020.

Similar to the streetcar project in Detroit, the City might be able to secure higher contributions 
from local-based firms, but other facilities in DTLA also are seeking to leverage such funds, such 
as the LA Convention Center.
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It should also be noted that naming rights/advertising contracts are typically not secured until 
the construction period, and revenues can be difficult to estimate: several public entities received 
lower streetcar contributions than initially expected, leading to unexpected funding gaps.

Finally, naming rights contracts commonly have a 10- to 20-year term, and carry an ongoing 
counterparty risk for the City. While a replacement may be found should a counterparty default 
under its payment obligations, the revised terms may differ and there may be a few months gap 
in finding another sponsor.

5.5 Other Potential Operating Funding Sources
Several other operating funding sources were analyzed in Appendix A but are unlikely to be successfully 
leveraged for the project:

FTA Formula Funds; and 
FHWA CMAO.
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Financing Tools
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6. Financing Tools

6.1 Mello-Roos (CFD) Bonds
The primary borrowing mechanisms available to leverage special tax revenues provided by the CFD are 
tax-exempt Mello-Roos bonds. Because the current $85.0 million borrowing limit is the operative 
constraint on the CFD financing, the use of a federal TIFIA loan (as described further in Section 6.4 below) 
to leverage special assessment revenues would not provide funding benefits under most delivery 
structures, and should be rather considered to leverage other revenues streams.

Table 19: Major features of the Mello-Roos Bonds

Parameter Meiio-Boas(CFD', Bonos

Publicly offered municipal bonds 

Typically tax-exempt

Description

Tax Status

Issuer/Applicant 

Basic Requirements 

Borrowing Limitation 

Timing to Financial Close 

Obligation Type 

Security 

Final Maturity 

Interest Rate

City

Documentation, Disclosure Document, Credit Ratings, City Approvals 

Limited by authorized borrowing limit and maximum special tax revenue 

-4 months, assuming the use of the existing CFD without amendment 

Bonds

Special tax revenues 

25-30 years from issuance

Established through a public offering (negotiated sale), estimated credit 
spread: 100 bps over MMD

From the delivery date of the bonds

Can be paid from the proceeds of bonds, if special tax revenues not yet collected 

50%-100% maximum annual debt service (MADS) funded from bond proceeds

Interest Incurred

Ability to fund Capitalized Interest

Reserve Fund

Impact on the Non-Voted 
Approved City Debt

No

Note that keeping special tax revenues separate as a repayment source for debt could avoid comingling 
funds that do not have the same constraints and to provide for more accurate tracking of expenditures 
from a tax and/or local finance law perspective.

6.2 Sales Tax Financing
Assuming passage of the Proposed Ballot Measure in November, the City could work with Metro to 
advance the six years of sales tax revenue funding currently programmed in the Proposed Ballot Measure 
Expenditure Plan for "Streetcar and Circulator Projects" using publicly issued sales tax revenue bonds or 
notes issued by Metro (in a separate series or combined with other Metro bonding for any Proposed Ballot 
Measure projects), and/or pay as you go funding. The amount that could be contributed to the Project 
from this source will depend on the portion of the $35 million currently programmed for this purpose that 
will be dedicated to the Project.

In addition, assuming the Proposed Ballot Measure passes, the City may wish to discuss with Metro the 
possibility of advancing a portion of the $200 million in funding provided for the Project in 2053. Like 
the Streetcar and Circulator Projects funding source, any financing undertaken related to this potential
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capital funding source would be executed by Metro as part of a Proposed Ballot Measure sales tax revenue 
bond issuance.

6.3 Lease Revenue Bonds
If a funding gap remains after applying all additional capital funding sources (including proceeds of any 
Mello-Roos and sales tax financing previously mentioned), the primary means the City has to finance 
capital projects such as the Streetcar Project without seeking voter approval is through the issuance of 
lease revenue bonds (LRBs) and certificates of participation (COPs). LRBs are municipal securities that 
are secured by a stream of lease rental payments made by a municipality for the use of real property or 
equipment. The City issues LRBs through its joint powers financing authority, the Municipal Improvement 
Corporation of the City of Los Angeles (MICLA), which acts as the lessor of the property being financed. 
The basic LRB legal structure involves the City leasing the property and/or equipment to MICLA, and then 
leasing it back from MICLA. The City's lease payments to MICLA are assigned to a trustee, and the 
resulting revenue stream is used as security for a bond issue.

LRBs can be issued using the asset that is being financed or acquired as the leased property, or they can 
be issued based on the lease of an existing asset whereby the proceeds of the LRBs go to finance an 
unrelated asset. In all cases, California municipal leases are subject to abatement, meaning the City must 
make lease rental payments so long as it has beneficial use and occupancy of the asset being financed. 
And, because the rental payments are payable from the City's General Fund, debt service on LRBs is 
counted under the City's debt policy limitation (either the 6% cap or, if the LRBs are ultimately payable by 
a dedicated revenue stream, the 7.5% cap).

Table 20: Lease Revenue Bond Financing

Parameter ; Revenue Bonds

Municipal bonds 

Typically tax-exempt

Municipal Improvement Corporation of the City of Los Angeles ("MICLA") 

Documentation, Disclosure Document, Credit Rating

Limited by the value of the real property or equipment that is the subject of the lease- 
leaseback financing (which property and/or equipment may be completed unrelated to 
the Project)

3-4 months

Description

Tax Status

Issuer/Applicant 

Basic Requirements 

Borrowing Limitation

Timing to Financial Close 

Obligation Type 

Security

Bonds

Rental payments on leased real property and/or equipment, made by the City to 
MICLA. City’s rental payments are subject to abatement, meaning that the City must 
make rental payments so long as the property being leased is available for use and 
occupancy by the City. Rental payments are made from the General Fund.

Up to 30 years from issuance (depending on the useful life of the real property and/or 
equipment being leased)

Established through a public offering (negotiated or competitive sale), estimated 
credit spread: 80 bps over MMD

From the delivery date of bonds

Can be paid from bond proceeds; interest must be capitalized until the asset is 
available for use and occupancy if the asset being financed is the subject of the lease.

None

Final Maturity

Interest Rate

Interest Incurred

Ability to fund Capitalized 
Interest

Reserve Fund

Impact on the Non-Voted- 
Approved City Debt

Yes
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6.4 Enhanced Infrastructure Financing Districts
Enhanced Infrastructure Financing Districts ("ElFDs") were authorized in California by SB 628, which was 
signed into law by Governor Jerry Brown in September 2014. SB 628 gives cities and counties the power 
to establish ElFDs to finance public capital facilities that provide benefits to the district and surrounding 
community, including specifically transit. Los Angeles was the first city in California to take advanced 
steps toward the formation of an EIFD for the multi-billion dollar LA River Revitalization project. In early 
2015, the City Council approved a preliminary funding framework for the project, which is expected to 
rely in part on funds provided by a large EIFD.

Debt issued through ElFDs can be secured by incremental tax revenues (primarily property taxes) as well 
as voter-approved special assessments and user fees. The establishment of an EIFD requires negotiation 
among the other taxing entities, including the County, as well as a formation process similar to that of a 
CFD, including voter approval if debt is to be incurred (with a 55% voter approval requirement). Unlike the 
now-defunct redevelopment agency tax increment financing, which benefitted from the incremental 
property tax of all taxing entities, ElFDs specifically exclude incremental taxes allocable to schools and 
community colleges, and the other taxing entities have the option to contribute a portion of their 
incremental tax revenues to the EIFD, or not.

An EIFD financing is not likely to produce significant funding for the Project, in light of the involved and 
complicated process involved in establishing an EIFD, negotiating with other taxing entities, and seeking 
voter approvals. Further, it is unclear there will be significant tax increment directly allocable to the 
Streetcar Project. In the September 2014 report prepared by AECOM titled "Downtown Los Angeles 
Streetcar Economic Analysis," AECOM calculated that the City would receive cumulative 30-year induced 
tax receipts of approximately $84.3 million, including approximately $72.7 million from incremental 
property tax revenue from office ($11.8 million) and residential ($60.9 million) development. However, 
there is a high degree of uncertainty surrounding projected incremental taxes, particularly since they 
start out very low and then are expected to grow over time, with the bulk of the revenue coming in later 
years where there is greater risk that the revenues won't materialize as forecast. Further, a significant 
amount of these projected incremental taxes are in the area of the Convention Center, introducing a high 
potential for double-counting of revenues already earmarked for the Convention Center project. Given all 
these considerations, assuming the City were to commit 50% of the projected incremental tax revenue to 
an EIFD, the net proceeds for construction generated would likely be well below $10 million. Lastly, it is 
important to note that an EIFD secured by incremental taxes does not produce a new funding source 
(except in the unlikely event the County agrees to contribute incremental tax revenues to the project): the 
incremental taxes that would secure EIFD bonds are those that would have otherwise accrued to the 
General Fund.
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6.5 Federal TIFIA Loan
The Transportation Infrastructure Finance and Innovation Act (TIFIA) program of the USDOT provides 
credit assistance for qualified projects of regional and national significance. Many large-scale, surface 
transportation projects including transit projects are eligible for assistance. Eligible applicants include, 
among others, local governments, transit agencies, special authorities, special districts, and private 
entities. The program's fundamental goal is to leverage federal funds by attracting private and other 
non-Federal co-investment in critical improvements to the nation's surface transportation system. 
Borrowers may seek loans up to 33% of total eligible project costs. If the City were to combine TIFIA loan 
proceeds with federal grant funds (e.g., Small Starts, CMAO, etc.), the combined federal share may not 
exceed 80% of eligible project costs.

If federal credit assistance under the TIFIA program were sought for the Project, it would likely be in the 
form of a secured (direct) loan. Benefits of a TIFIA loan include:

Fixed, favorable interest rates. TIFIA loan interest rates are based on Treasury rates on the 
date of execution of the loan agreement plus one basis point (0.01%). Unlike private commercial 
loans with variable rate debt, TIFIA interest rates are fixed. Alternatively, the City could issue 
short-term, tax-exempt notes backed by the TIFIA loan. Unlike private commercial loans with 
variable rate debt, TIFIA interest rates are fixed. There is also the option of executing a TIFIA 
loan agreement, thereby locking in a low, long-term interest rate, and also issuing short-term, 
tax-exempt notes with an even lower interest rate that are later repaid with TIFIA loan proceeds. 
This option would allow the City to capture the benefit of low short-term interest rates without 
exposure to interest rate risk. For example, the New York State Thruway Authority issued $1.6 
billion in short-term, tax-exempt bonds to finance the replacement of the Tappan Zee Bridge 
and repaid with the proceeds of a $1.6 billion TIFIA loan.

No prepayment penalty.

Low transaction costs. The financial closing costs and fees related to a TIFIA loan often 
compare favorably to the costs of a bond issuance (the average of the Municipal Improvement 
Corporation of Los Angeles issuances since 2012 is 0.85% of the par amount).

Improved cash flow. TIFIA may offer more advantageous terms than the financial markets. For 
example, the maximum term of a TIFIA loan is 35 years from substantial completion: TIFIA may 
allow interest payments and principal repayments to start up to five years after substantial 
completion, depending on the revenues pledged toward loan repayment: TIFIA may allow back- 
ended principal amortization provided that some level of repayment begins earlier in the 
repayment period; and the use of loan draws instead of bond proceeds would eliminate the cost 
of "negative carry”.

29

A challenge of pursuing a TIFIA loan is that the negotiation of the loan agreement and related decision 
making can consume significant staff time compared to that required to secure other forms of debt, such 
as the bonds. Another potential challenge where a public agency is the borrower is TIFIA's non
subordination ("springing lien”) feature that in certain instances of default allows a subordinated federal 
loan to "spring" to parity with senior debt. Therefore, TIFIA loans where a public agency is the borrower 
must be carefully structured to avoid impacting debt service coverage requirements for outstanding 
debt. A waiver of the springing lien requirement may be provided in connection with secured loans for 
public agency borrowers having senior bonds under pre-existing indentures, so long as (i) the TIFIA loan 
is rated A or higher, (ii) the revenue pledge is not affected by project performance or is a system pledge, 
and (iii) TIFIA is financing 33% or less of the eligible project costs. 29

29TIFIA-related transaction costs include a credit processing fee that has historically been between $300,000 and 
$500,000, including a $100,000 fee paid by the applicant as part of the Letter of Interest review process); the 
cost to the City of legal and financial advisors to support negotiations with TIFIA and to prepare the LOI, financial 
model, and TIFIA credit package; rating agency fees; and TIFIA's annual loan servicing fee (currently $13,000).
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In the context of the Project, a TIFIA loan could be used as part of a DBFOM where a Developer would 
repay the TIFIA loan from Availability Payments made from the City. Under a public financing approach, 
Mello-Roos bonds and potentially lease revenue bonds mentioned above also could be structured as a 
privately placed bond under the TIFIA program. However, more the limited cost of capital reduction 
potential (due to the tax-exempt nature of the bonds in question) may not warrant undergoing a complex 
process with USDOT to obtain a TIFIA loan, especially given the credit nature of the bonds considered 
(and need for Metro's involvement as a third party) are less known to USDOT. 30

Table 21: Key Parameters of a TIFIA Loan

Parameter TifiA Loan

Description Loan program administered by the USDOT 

TaxableTax Status

Issuer/Applicant 

Basic Requirements 

Borrowing Limitation 

Timing to Financial Close

City or Private Partner

Application, Documentation, Credit Ratings, City Approvals 

Effectively Limited to 33% of total eligible project costs 

>12 months

Obligation Type Loan

Availability payments, or possibly (i) CFD special tax or (ii) lease rental payments of 
real property (unrelated to Streetcar), using sales tax revenue as repayment source

Up to 35 years from project completion

30 Year Treasury rate plus 1 basis point

Security

Final Maturity

Interest Rate

30 A new streamlined TIFIA application process enacted under the new FAST legislation may mitigate this. USDOT 
can allow for an expedited TIFIA application process if the loan amount is under $100 million; the loan is secured 
and payable from pledged revenues not affected by project performance (e.g., tax-backed revenue pledge, or a 
system-backed pledge of project revenues); and repayment commences not later than 5 years after disbursement.
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6.6 Availability Payments
As defined by the FHWA, P3s are contractual agreements formed between a public agency and a 
private sector entity that allow for greater private sector participation in the delivery and financing of 
transportation projects.31 A P3 project will involve financing from various sources, combining equity 
and debt. The ratio of the debt to equity capital will depend on negotiations between the lenders and 
the equity investors.

Key elements of the typical P3 structure are:
A special purpose vehicle (SPV) project company with no previous business or record. The sole 
activity of the SPV is to carry out the project. It subcontracts most activities through construction 
contracts and operations contracts.
For new build projects, there is no revenue stream during the construction phase. Consequently, 
debt service will only be possible once the project begins revenue operations. Lenders and equity 
investors therefore bear significant risks during the construction phase.
There is limited or no recourse to the project sponsors (project company shareholders are generally 
only liable up to the extent of their shareholdings).
The project is off-balance-sheet for both the project shareholders and public sector owner. 32

A number of financing options are available in the United States to help equalize the cost of financing 
infrastructure between public and private entities, such as federal TIFIA loans and tax-exempt Private 
Activity Bonds (PABs), as discussed above. Many U.S. P3s also involve hybrid deal structures that 
combine private debt backed by Availability Payments with other direct construction-related payments 
from the public owner (e.g., construction milestone/progress payments) that are funded by public tax- 
exempt debt. However, financing costs remain typically higher for SPVs than for government entities due 
to the return expected by equity investors.

The City can structure a P3 where it would pay a private Developer a combination of construction 
milestone payments and ongoing Availability Payments to cover the all-in costs of design, construction, 
financing maintenance and potentially operations of the Project. The Availability Payments would 
typically start upon construction completion and can be structure to match the Project's useful life (e.g., 
30 years). The Availability Payments would cover any operations and maintenance costs, but also repay 
the portion of the capital expenditures the Developer would directly finance. As such, the capital portion 
of the Availability Payments would constitute a form of de-facto financing for the City.

The private Developer would typically fund design and construction costs with any milestone payments 
made by the City (including, for example, any Small Starts grant receipts but possibly other City 
contributions as well), and would finance the remainder with approximately 90% debt and 10% private 
equity. Potential sources of private Developer debt financing are described below.

Private Equity. Project sponsors are the investors in the project company. Sponsor funding is generally 
through equity contributions in the project company through share capital and other shareholder funds. 
Equity holds the lowest priority of the funding contributions in a project; consequently, other 
contributors (such as lenders) will have the right to project assets and revenues before the equity 
contributors can receive any return of/on equity or, in the case of termination or insolvency, any 
repayment. Equity contributions bear the highest risk and therefore potentially receive the highest post
tax returns - typically between 8% and 13% for availability-payment type projects. v!

31 http://www.fhwa.dot.gov/ipd/p3/defined/
https://ppp.worldbank.org/public-private-partnership/financing/project-finance-concepts
https://ppp.worldbank.Org/public-private-partnership/financing/sources#equity

32

33
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Table 22: Sources of the Private Developer Debt Financing

Private Activity Bonds (RABs) Private Piccament OvJtParameter

Description Bonds authorized under SAFETEA-LU, requires 
special USDOT allocation

Tax-exempt, subject to Alternative Minimum Tax

Private Developer

PABs Apphcation/USDOT special allocation under 
$15B SAFETEA-LU authorization; requires 
conduit issuer

Privately placed bond or note with one or several 
investors

Tax Status Taxable

Issuer/Applicant 

Basic Requirements

Private Developer

None

Borrowing Limitation As authorized by USDOT (program capacity 
should not be a constraint)

>12 months due to P3 procurement

Market capacity (not expected to be a problem for 
this Project)

>12 months due to P3 procurementTiming to Financial 
Close

Obligation Type 

Security 

Final Maturity

Bond Bond(s) or Note(s)

Availability Payments

Up to 40 years, but constrained by P3 contract 
term

Availability Payments

Up to 40 years, but constrained by P3 contract 
term

Private negotiated sale 
(US Treasuries + spread);
Current spread estimate: 225-275bps

Interest Rate Established through a public offering (negotiated 
sale);
Current spread estimate: 150-200bps 

From delivery date of the bondsInterest Incurred From applicable draw dates (delayed draw up to 
36 months)

Can be capitalized or paid by equity/milestone 
payments

Next 6 months of debt service

Ability to fund 
Capitalized Interest

Reserve Fund

Can be paid from the proceeds of bonds or 
equity/milestone payments

50% maximum annual debt service (MADS) 
funded from bond proceeds

Impact on the Voter- 
Approved City Debt

No No

Private Activity Bonds (PABs). With the passage of SAFETEA-LU in 2005, Section 142 of the Internal 
Revenue Code was amended to permit private developers the ability to access tax-exempt financing for 
eligible transportation projects. Should the Project use an alternative Project delivery mechanism 
involving private financing, another possible source of capital funding is proceeds from PABs, which are 
not subject to the State volume cap. Federal law limits the total amount of these bonds to $15.0 billion; 
to date, approximately $6.0 billion has already been allocated and another $6.2 billion of projects are in 
the pipeline, leaving approximately $2.8 billion of remaining authorization.

Private Placement or Bank Debt. A privately placed bond or note for a Project of this size could also 
be efficiently structured as institutional investors are seeking increasing exposure to this type of project 
and have financed a number of P3 projects recently, sometimes on terms competitive with tax-exempt 
debt. While a short-term bank debt alternative could in theory also be utilized with the Developer taking 
refinancing risk, it is unlikely to be chosen by private Developers over PABs or private placement debt.

TIFIA Loan. A TIFIA loan (described in Section 6.4) can also be leveraged in the context of a P3 as a 
source of Developer debt, where its low-cost and structural features can be very beneficial to the 
Developer cost of capital. This often results in a lower overall cost for the public owner - for example, 
through reduced Availability Payments - and has been used in almost all P3 transportation projects in the 
U.S. to date. Note that when the TIFIA loan size is constrained by the 33% project eligible cost limit and 
additional debt is required, the TIFIA debt would be structured as a subordinate lien loan, but with the 
requirement to "spring" to parity with senior debt under Developer bankruptcy events.
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7. Delivery Options Comparison

7.1 Qualitative Evaluation of the Delivery Options

Based on the capital and operating funding requirements of the Project and the financing tools available, 
the CM/GC, DBOM, and DBFOM Availability Payment delivery approaches would be efficiently structured 
as follows for the Project.

Table 23: Delivery Options Considered

Switch to DBFOM (Availability 
Payments)

Continue with CM/GC Switch to DBOM

Environmental Consider further environmental review if necessary to pursue alternative MSF or cost reduction measures

Developer/DB subcontractor may alter 30% preliminary design 
depending on DB proposed solution; Developer/DB subcontractor to 
undertake final design

Developer/DB subcontractor

Developer/Operator subcontractor (prevailing wage would apply)

MMD to complete 30% 
preliminary designDesign

CM/GC (to be identified)Construction

Operations LADOT or separate contractor

LADOT and rolling stock 
provider

Developer/Operator subcontractorMaintenance

$100m Small Starts 
Up to $166m net private finance 
proceeds to be repaid from CFD 
special tax revenues, City funds, 
TFAR allocations, joint development 
or other real estate revenues

$100m Small Starts
$85m net proceeds from Mello-Roos CFD bonds 
Up to $81m net proceeds from lease revenue bonds to be repaid 
from City funds TFAR allocations, joint development or other real 
estate revenues (note this is the primary means the City has to 
fund projects such as this one without seeking voter approval)

Capital Funding

Farebox, advertising and naming rights used to reduce net operating cost, funded from Measure R local 
return funds or other City funds as needed

Operating Funding

DBOM and DBFOM delivery methods offer the potential to transfer additional risk from the City to the 
contractor and the opportunity to attract private financing for the Project for the DBFOM. The 
following table summarizes the qualitative analysis of the delivery options.

August 2016»Cr



Table 24: Qualitative Benefits Comparison of the Delivery Options

BENEFITS

Low cost of tax-exempt public finance

Lower anticipated annualized cost, but additional 
long-term risks retained

Maximum control of City technical staff and improved 
cost management

Flexibility for service adjustments and potential 
expansion

LIMITATIONS

Financing is counted against 6% City debt limit

No integration of CM/GC and O&M parties, limited 
construction warranty

No incentive for O&M cost efficiencies, service level pr useful 
life performance

Lenders do not take project construction or service level risks

Greater exposure to contractor company credit

Schedule constrained by vehicle procurement/Potential 
longer schedule than DBOM

No flexibility in timing of funding requirement 

City retains significant schedule/cost overrun risks

Low cost of tax-exempt public finance

Lower anticipated annualized cost, but additional 
long-term risks retained
Greater schedule/cost overrun risk transfer than 
CM/GC
Limited City resources required compared to CM/GC

Potential for faster schedule than CM/GC and DBFOM

Some flexibility for service adjustments and potential 
expansion

Financing is counted against 6% City debt limit

Limited integration of DB and O&M parties, no expanded 
construction warranty compared to traditional delivery 
Reduced performance incentives in deduction regime; limited 
incentive to undertake capital maintenance/renewals 
Lenders do not take project construction or service level risks 

Greater exposure to contractor/operator company credit 

More limited City control compared to a CM/GC delivery

Schedule constrained by vehicle procurement 

Procurement more complex than CM/GC

Singly point of contact drives incentive for further 
innovation to reduce overall DB and OM pricing

Availability Payments do not count under 6% debt 
limit
Greater flexibility to adapt payment structure to 
timing of funding availability 
Single interface, de-facto 30-year construction 
warranty
Greater performance incentive, including: 
undertaking capital maintenance/renewals to meet 
residual life/performance specifications 
Greatest schedule/cost overrun risk transfer, City 
interests aligned with lenders

More limited City resources required due to lenders' 
oversight/use of independent certifier

Higher anticipated annualized cost before but limited long
term risks retained
Higher private financing cost due to equity/debt risk

Effective risk transfer requires a minimum level of private 
financing

More limited City control compared to both a CM/GC and 
DBOM delivery

Schedule constrained by vehicle procurement, may be longer 
than DBOM

Procurement more complex than CM/GC and DBOM

Limited flexibility for service adjustments and potential 
expansion

A DBOM P3 approach will provide equal or greater value compared to a CM/GC delivery method under 
most City objectives due to the transfer of construction cost and schedule overrun risks as well as the 
long-term locked-in O&M pricing. The need for City oversight and resources during construction and 
operations would likely be reduced, but the City would have more limited control. A DBOM approach, 
however, provides more limited qualitative benefits when compared to a DBFOM Availability Payment 
structure. A more detailed qualitative analysis of the three delivery options considered for the Project is 
conducted in the Sections 7.2, 7.3 and 7.4.
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7.2 CM/GC
Table 25: Project Delivery Option t - CM/GC

Objectives Criteria jtlcr,

1. Affordability Project subsidy • 
requirement

In addition to the operating subsidy and Mello-Roos bonds debt service, an $81 
million capital funding gap financed with lease revenue bonds would require # 
approximately $4.8 million in annual debt service City funding, plus $5.6-6.9m 
in Measure R local return operating subsidy.

Negative. City retains responsibility for financing the Project. Any lease 
revenue bonds supplementing the Mello-Roos financing would impact the 
City's debt limit.

No flexibility in timing of funding requirement. Because the designer and 
builder are paid as the design and construction is completed, the City has no 
flexibility regarding the timing of the availability of pay-go funds and issuance 
of debt.
Pending bond counsel analysis, it does not appear the use of tax-exempt 
financing or the Mello-Roos act would impose any restrictions on the separate 
contracting of the Streetcar O&M to a private operator, or the use of joint- 
development

Limited opportunity for innovation. While the early involvement of the 
builder may contribute to a more cost-effective design, the high degree of 
control exercised by the City over the design, quality requirements, features, 
and function may limit private sector innovation.

Maximum control. CM/GC would allow City technical staff, elected officials, 
and/or the public exercise decision-making authority over the final design 
without change orders. Fewer change orders help reduce construction costs. 
Stronger City oversight and project management would consume more staff 
resources.
Improved cost management. Unlike OBB, CM/GC would allow the design to 
benefit from feedback regarding constructability, means and methods 
implications, logistics, value engineering, and cost management techniques 
due to the early involvement of the builder.
Minimal risk transfer. The City would retain significant risk for problems, 
errors, and omissions in the design documents, and, given the technical 
complexity of the Project, the risk of claims may be greater than a more 
traditional project. This risk is salient since the City lacks experience in the 
design and construction of rail transit projects and has never developed 
specifications for a modern streetcar system. Moreover, the City must absorb 
100% of any cost overruns once the FTA establishes the dollar amount of the 
CIG share of the Project cost in the Construction Grant Agreement.

No risk transfer. The City retains the risk of a delay in Project delivery. 
Disaggregation of financing means the City will have to pay debt service even 
if construction is delayed.

No risk transfer. Construction cost minimization will dominate cost reduction 
efforts. Without the involvement of contractor risk capital or long-term 
deferred payment structures, construction cost minimization techniques can 
prevail at the expense of lifecycle cost benefits. This risk is salient given the 
City lacks experience not only in the design and construction but also the 
operation and maintenance of rail transit projects, and it has never developed 
specifications for a modern streetcar system.

Unlike the DBOM and DBFOM delivery methods, the City is experienced with 
CM/GC.

• The City has cited the CM/GC method's shorter schedule compared to the two 
sequential procurement processes required by DBB. The procurement process 
need not await O&M specifications which can be identified later. However, 
there is also potential for delay in Project delivery due to a lack of competition 
for the construction contract (the Construction Manager would have already 
been selected on the basis of qualifications, past experience, or a best-value 
basis, and not as a result of a competition based in part on a proposed

Impact on City 
debt limit

Flexibility in 
using funding 
sources

Private sector 
innovation and 
cost reduction 
opportunities

2. Risk 
Transfer

Risk transfer 
on capital cost 
overruns

Risk transfer 
for schedule 
delays

Risk transfer 
on lifecycle 
cost overruns

Procurement 
Execution Risk

3. Delivery 
Schedule

Procurement 
and Project 
completion 
timeline
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Objectives Criteria Evaluation

construction schedule specific to the Project; consequently, the incentive for 
the Construction Manager to accelerate its proposed schedule is diminished).

High integration risk. The integration risk posed by the separation of the 
design firm, builder, and O&M (whether performed by the City or a private 
operator) may result in latent defects that have a negative impact on the 
ability to operate the system to a high performance standard.
Capital maintenance: City if fully responsible to undertake and fund those 
(prolonged deferred capital maintenance can lead to a full replacement need)

Maximum flexibility. The CM/GC approach does not lock the City into any 
long-term (e.g., 15- to 30-year) contractual arrangements with an O&M 
operator. As such, this approach affords the City full flexibility should it 
choose, for example, to switch to wireless vehicles or to expand the streetcar 
system in the future.

4. Service 
Level

Level of 
service
considerations

Flexibility for 
service 
adjustment 
and potential 
expansion

7.3 DBOM

Table 26 Project Delivery Option 2 - DBOM

Objectives Criteria evaluation

1. Affordability Project subsidy 
requirement

• In addition to the operating subsidy and Mello-Roos bonds debt service, an $81 
million capital funding gap financed with lease revenue bonds would require 
approximately $4.8 million in annual debt service City funding, plus $5.6-6.9m 
in Measure R local return operating subsidy.

Impact on City 
debt limit

Negative. City retains responsibility for financing the Project. Any lease 
revenue bonds supplementing the Mello-Roos financing would impact the 
City's debt limit.

Limited flexibility in timing of funding requirement. Because the design-build 
contractor is paid during construction with milestone payments, the City has 
reduced flexibility regarding the timing of the availability of pay-go funds and 
issuance of debt. As with Texas DOT'S SH183 managed lanes project, 
construction payments can be made shortly after completion, requiring the DB 
joint-venture to provide vendor financing.
Pending bond counsel analysis, it does not appear the use of tax-exempt 
financing would be inconsistent with a 30-year DBOM term, or the use of joint- 
development. Pending bond counsel analysis, the Mello-Roos Act ownership 
requirements may limit the term of a DBOM contract. Should this be limited to 
80% of asset life, a 20+ year operating period could be structured and still 
provide significant O&M price and risk transfer guarantee to the City.

Greater opportunity for innovation. The DBOM approach allows proposers to 
incorporate ATCs in their bids that would optimize the lifecycle costs through 
the end of the operating period of the DBOM contract life and thus reduce the 
Project's baseline cost.

Limits on control. Since the City would have to identify up front all design, 
construction, and O&M specifications, the City would relinquish much of the 
control it would enjoy with the CM/GC method. Decisions imposed by City 
technical staff, elected officials, and/or the public over the final design may 
result in change orders with a corresponding impact on Project costs. On the 
other hand, while the City's role would change from one of involvement in the 
details of design and delivery to one of monitoring and enforcing contract 
compliance, and while this role still requires dedicated resources, it is less 
onerous than under CM/GC and traditional delivery models since the City will 
interface with a single entity for design, construction and O&M. Moderate City 
oversight and project management would reduce staff resource needs.

Flexibility in 
using funding 
sources

Private sector 
innovation and 
cost reduction 
opportunities

2. Risk 
Transfer

Risk transfer 
on capital cost 
overruns
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Objectives Criteria Evaluation

• Greater cost certainty. As with the CM/GC method, the early involvement of 
the builder enables construction engineering considerations to be 
incorporated into the design phase and enhance the constructability of the 
design. However, under the DBOM method the design-builder assumes 
responsibility for the majority of the design work and all construction 
activities, together with the risks associated with providing these services for a 
fixed fee. This risk transfer is salient since the City must absorb 100% of any 
cost overruns once the FTA establishes the dollar amount of the CIG share of 
the Project cost in the Construction Grant Agreement.

• Private risk premium. The DBOM team’s bid may reflect additional 
contingency to the baseline costs for accepting the risk that the actual costs 
could exceed budgeted amounts. Therefore, in order to maintain the Project's 
eligibility as a Small Starts project, the City may need to establish a maximum 
Project cost ("upset limit”) of $300 million in the procurement documents.

• Limited construction warranties. Construction performance is enforced using 
milestone payments and a warranty. However, enforceability of the warranty 
is largely limited to approximately 2 years post construction. Should latent 
defects appear during the operating period, the City's ability to impose 
financial penalties for the impact will be largely limited to the O&M fee.

• Procurement and CEI costs. The City should incur lower construction 
engineering and inspection (CEI) costs due to the risk transfer to the design- 
builder. While the DBOM likely generates higher developer transaction costs 
than the CM/GC approach, the DBOM reguires fewer procurements. These 
cost differences are likely immaterial relative to other Project costs.

• Greater schedule certainty. DBOM will provide greater schedule certainty 
through a DB sub-contract. However, disaggregation of financing means the 
City will have to pay debt service even if construction is delayed.

• Greater risk transfer. Early involvement of an operator influences design 
choices and forces consideration in construction decisions of not only capital 
costs but also operating efficiency and maintenance expense. A DBOM 
contractor can take a longer view of system maintenance over the life of the 
contract while meeting performance standards. In contrast, maintenance 
schedules for publicly maintained facilities often reflect short-term budgetary 
pressures. DBOM would also provide greater O&M cost certainty through 
inflation-linked O&M payments established at the time of contract execution.

• While the City has not previously undertaken a DBOM, its experience with 
CM/GC and outsourcing of bus operations will provide a solid basis for 
implementing a DBOM procurement

• We understand the City Council would need to adopt an ordinance in order to 
procure the Project as a DBOM.

• Greater upfront investment but fewer procurements. While the procurement 
of a DBOM contractor through a RFP process would require more up front time 
than the invitation for bid process used to retain the design firm and 
construction contractor, overall time savings may result from avoiding 
separate processes to procure a design firm, construction team, and O&M 
contractor. A DBOM would also allow fast-tracking of the design and 
construction portions of the Project by enabling the overlapping of design and 
construction phases for different segments of the Project.

• Vehicle procurement strategy. The risks related to the interaction between 
vehicles and signaling systems may best be managed as part of an integrated 
approach in which the DBOM contractor provides the vehicles. Given the 
limited number of qualified vehicle manufacturers, however, the City may 
prefer to procure the vehicles itself and make the specifications available in 
the DBOM procurement documents. The latter approach (which is needed 
under a CM/GC approach) would require sequential vehicle supplier and DBOM 
procurements with a corresponding impact on the Project completion timeline.

• Bankruptcy of sub-contractor. In the event, the City may be required to re
procure a DB or O&M sub-contractor. Impact on the City would be a delay in 
Project completion and the financial cost of re-procurement.

Risk transfer 
for schedule 
delays

Risk transfer 
on lifecycle 
cost overruns

Procurement 
Execution Risk

3. Delivery 
Schedule

Procurement 
and Project 
completion 
timeline
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Objectives Criteria £v ■jilj'ft ;on

4. Service 
Level

Level of 
service
considerations

Reduced integration risk. The integration of the design, construction, and 
O&M under a single entity reduces the risk of latent defects and claims that 
could otherwise inhibit the ability to operate the system to a high performance 
standard. O&M performance is enforced by financial deductions against O&M 
payments.
Capital maintenance: limited incentive as operator typically only has its O&M 
payment at risk which would be dwarfed by capital investments which could 
potentially be required over time.

Limited flexibility. If the original scope includes no mechanism to enable the 
future expansion of the streetcar system during the contract term, the City 
would need to either (1) issue a change order to the existing contract 
(depending on the scale) with limited ability to apply competitive tension, or 
(2) terminate the contract with a compensation payment based on O&M 
payments lost by the contractor.

Flexibility for 
service
adjustment and
potential
expansion

7.4 Availability PaymentDBFOM

Table 27: Project Delivery Option 3 - DBFOM

Objectives Criteria Evaluation

1. Affordability Project subsidy • 
requirement

Small transaction size would limit efficiencies and competition. Fixed 
DBFOM developer costs (charged at financial close) would be expensive if the 
long term financing repaid through availability payment is less than $100 
million. Further, a more limited universe of equity investors are interested in 
projects requiring less than a $10 million investment.
Private risk premium. The concessionaire's bid may reflect additional 
contingency to the baseline costs for accepting the risk that the actual costs 
could exceed budgeted amounts. Therefore, in order to maintain the Project's 
eligibility as a Small Starts project, the City may need to establish a maximum 
project cost ("upset limit") of $300 million in the procurement documents.

• Higher cost of capital. Due to risk transfer to the concessionaire and use of 
equity, the cost of capital to private investors will be higher than that available 
to the City if it were to borrow itself, although the low cost of a TIFIA loan 
and/or PABs would narrow the difference in cost of capital. Inclusive of the 
Mello-Roos financing, a $166 million capital funding gap financed with an 
Availability Payment would require $7.1 million in annual debt service City 
funding, plus $5.6-6.9m in Measure R local return operating subsidy. The 
premium with public financing approach would be offset by a 5-6% reduction in 
total capital and operating costs overruns under the CM/GC or DBOM.

• Limited or no impact. Private partner assumes responsibility for financing the 
Project. The City has indicated that Availability Payments are not considered 
debt and thus do not apply to the City’s debt limit.

• Maximum flexibility. The DBFOM provides the City maximum flexibility as to 
the timing of cash payments. The City could potentially pay up to 100% of the 
concessionaire's costs through the Availability Payments, thereby delaying 
payment of the concessionaire’s costs until streetcar operations commence.
In order to utilize the Small Starts grants, the City may also choose to make 
progress payments during construction and/or a lump-sum payment upon 
substantial completion/final acceptance. CFD proceeds may be advanced 
through debt to make construction progress payments or a lump-sum payment 
at the end of construction, or they may be used to help offset Availability 
Payments.

• Pending bond counsel analysis, it does not appear the use of tax-exempt 
financing would be inconsistent with a 30-year DBFOM term, or the use of 
joint-development. Pending bond counsel analysis, the Mello-Roos Act

Impact on City 
debt limit ♦

Flexibility in 
using funding 
sources
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Objectives Criteria evaluation

ownership requirements may limit the term of a DBFOM contract. Should this 
be limited to 80% of asset life, a 20+ year operating period could be structured 
and still provide significant O&M price and risk transfer guarantee to the City 
(a 30-year operating period may also be feasible).

• Greater opportunity for innovation. The DBFOM approach allows proposers 
to incorporate ATCs in their bids that would optimize the lifecycle costs 
throughout the life of the streetcar vehicles and thus reduce the Project’s 
baseline cost.

Private sector 
innovation and 
cost reduction 
opportunities

»

2. Risk 
Transfer

Risk transfer 
on capital cost 
overruns

• Limited control and single interface. Decisions imposed by City technical 
staff, elected officials, and/or the public over the final design may result in 
change orders with a corresponding impact on Project costs. Owner changes 
can be expensive if they lead to additional private financing-related costs. As 
such, owners relinquish much of the control they exercise with traditional 
project delivery methods. On the other hand, while the City’s role would 
change from one of involvement in the details of design and delivery to one of 
monitoring and enforcing contract compliance, and while this role still requires 
dedicated resources, it is less onerous than under CM/GC and traditional 
delivery models since the City will interface with a single entity 
(concessionaire) for design, construction and O&M. Moreover, unlike the 
DBOM method, the DBFOM method would limit the streetcar-related financing 
arrangements that the City would need to manage. Note more limited City 
oversight and project management would further reduce staff resource needs.

• Construction warranty. In exchange for the risk premium described above, 
the City would effectively receive a construction warranty for the duration of 
the concession, as the concessionaire is paid for construction over the life of 
the contract through Availability Payments.

• Financial discipline and commercial oversight. As with the DBOM method, 
the design-builder assumes responsibility for the majority of the design work 
and all construction activities, together with the risks associated with 
providing these services for a fixed fee. The introduction of private capital 
provides an additional level of oversight to the Project from lenders and 
investors due to the built-in long-term retainage. Since these parties have 
capital at risk, they are incentivized to ensure the Project is delivered on 
budget so as to receive payment on their investment. The transfer of risk of 
cost overruns is salient since the City must absorb 100% of any cost overruns 
once the FTA establishes the dollar amount of the CIG share of the Project 
cost in the Construction Grant Agreement.

• Procurement and CEI costs. The City should incur lower construction 
engineering and inspection (CEI) costs due to the risk transfer to the design- 
builder. While the DBFOM likely generates higher legal and financial advisor 
costs than the CM/GC approach, and to a lesser extent the DBOM approach, 
the DBFOM requires fewer procurements. These cost differences are likely 
immaterial relative to other Project costs.

• Strong risk transfer. Availability Payments from the City, incorporating the 
costs of financing, construction, operation, and routine and major 
maintenance, only commence once the Project is operational. Thus, in the 
event of construction delays, the number of Availability Payments from the 
City over the life of the concession would be reduced since the concession end 
date remains fixed. Conversely, the City may choose to incentivize the 
concessionaire to accelerate Project delivery by allowing it to receive 
additional Availability Payments upon an earlier revenue operations date. 
Equity investors and lenders therefore have a direct interest in closely 
monitoring the designers and builders to avoid the impact of delayed/reduced 
Availability Payments on the return of/on equity and full and timely debt 
repayments.

• Strong risk transfer. The DBFOM strengthens the lifecycle cost risk transfer 
features of the DBOM by including payment for O&M as part of the Availability 
Payment stream which typically lasts 30 years or more and is at risk, thus 
affording the City cost certainty for a longer period than the DBOM.
Moreover, the lifecycle maintenance regime is paid for from ring-fenced 
maintenance funds required by lenders.

Risk transfer 
for schedule 
delays

Risk transfer 
on lifecycle 
cost overruns
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Objectives Criteria iustiar.

Procurement 
Execution Risk

Because the City has no experience with a DBFOM procurement method, the 
execution of the procurement presents a risk (which can be mitigated to some 
extend with appropriate resource planning)

We understand from the memorandum C.F. 14-1383 drafted by the CAO 
dated December 23, 2015 that the City Council would need to adopt an 
ordinance in order to procure a DBFOM.
Greater upfront investment but fewer procurements. The City would run an 
intensive procurement process which may take approximately 18-24 months 
from the launch of an RFQ- marginally longer than a DBOM procurement, but 
much longer than a CM/GC procurement since the City would have to identify 
up front all design, construction, operations and maintenance specifications. 
Vehicle procurement strategy. The risks related to the interaction between 
vehicles and signaling systems may best be managed as part of an integrated 
approach in which the concessionaire acquires the vehicles. Given the limited 
number of qualified vehicle manufacturers, however, the City may prefer to 
procure the vehicles itself and make the specifications available in the DBFOM 
procurement documents. The latter approach would require sequential 
vehicle supplier and DBFOM procurements with a corresponding impact on the 
Project completion timeline.
Bankruptcy of sub-contractor. In the event, lenders would be incentivized to 
step in and replace the DB or O&M sub-contractor at their own cost. The 
impact on the City would potentially be a delay.

Low integration risk and strong performance incentives. O&M performance 
is enforced by financial deductions which can be levied against the entire 
Availability Payment, not just the O&M portion. Moreover, the investment of 
equity risk capital by the concessionaire aligns public and private interests by 
creating a long-term interest from the concessionaire in ensuring that the 
Project performs as required over 30 years.
Capital maintenance: performance specifications typically include residual life 
considerations, which provides strong incentive to invest over time to avoid 
availability payment reductions

Low flexibility. If the original scope includes no mechanism to enable the 
future expansion of the streetcar system during the concession term, the City 
would need to either (1) issue a change order to the existing contract 
(depending on the scale) with limited ability to apply competitive tension; (2) 
terminate the contract resulting in repayment by the City of the 
Concessionaire's debt and expected equity return; or (3) negotiate the ability 
to competitively re-procure the operating component during the remaining life 
of the agreement.
DBFM option. The City could potentially improve its flexibility by procuring 
the Project through a DBFM instead of a DBFOM. Removing the operations 
component would afford the City greater control in exercising authority over 
the operations of the system, though some of the benefits of a DBFOM would 
be reduced, such as long-term operating cost certainty and the better lifecycle 
cost management that results from involving the operator in decision making 
during the design and construction phase.

3. Delivery 
Schedule

Procurement 
and Project 
completion 
timeline

4. Service 
Level

Level of 
service
considerations

*

Flexibility for 
service
adjustment and
potential
expansion
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Figure 12: Impact of Additional Capital Funding on the Year 1 Annual Cost
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7.5 Quantitative Analysis
From a quantitative standpoint, when factoring in all financing and operating costs for the public 
financing (CM/GC and DBOM) and private financing (Availability Payment-based DBFOM) options, the 
respective first operating year costs are estimated at $17.6 - 19.9 million, assuming (i) the full $81.2 
million capital funding gap would need to be financed and (ii) the same baseline cost for both delivery 
methods (i.e. this does not factor in DBFOM innovation driving further innovation potential).

Figure 11: Public financing (CM/GC & DBOM) vs. Private Financing (DBFOM)
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Assuming the Mello-Roos special tax would be used to fund a portion of the availability payment34, the 
total cost premium for the DBFOM is approximately 5 - 6% (calculated based on the net present value of 
all City capital and operating outlays), depending on how much additional capital funding can be 
deployed for the Project.35 However, the long-term risks retained under a DBOM could reduce or 
possibly exceed this DBFOM risk pricing premium.

Under the base case (no additional capital funding), $4.8 million in annual City funding would be required 
to fund the lease revenue bonds debt service in addition to the $5.6 - 6.9 million Measure R local return 
operating subsidy. The availability payment would require $7.1 million in annual City funding in addition 
to the operating subsidy. TFAR payment allocations, joint development lease revenues and additional 
CFD special tax could potentially contribute half the amount under favorable circumstances.

Figure 13: Operating Funding Figure 14: O&M Funding Breakout

OOther City Funding Req. 
'.TFAR, Joint Dev, Add'l CFD 
• CFD Special Tax 

O&M Funding

OOther City Funding Req. 
'■.TFAR, Joint Dev, Add'l CFD 
• CFD Special Tax 

O&M Funding

Measure R Local Return 
/ Naming. & Ads (potential)
• Farebox, Naming, & Ads (expected)

i

34 This financing approach's viability under the currently authorized CFD would need to be confirmed by the City's bond counsel. 
Alternatively, the CFD may need to be amended to expressly allow it. As an example, Assembly Bill 94 amended the California 
Education Code to authorize the University of California to use its State General Fund allocations to finance certain academic 
capital expenditures, and Senate Bill 81 subsequently clarified that availability payments made in connection with those 
expenditures would also be eligible. As a result, the $1 billion+ UC Merced 2020 DBFOM project which is in its final procurement 
stage will be able to fund availability payments from this restricted funding source.

Under a "hybrid" approach where Mello-Roos bonds would be separately issued to directly contribute $85 million of net 
proceeds toward construction, the premium would slightly decrease due to more limited private financing, under $100 million. 
While certain DBFOM projects have successfully closed with relatively small private financings (Colorado's US-36 Managed Lanes, 
State Street Redevelopment, Michigan’s Street Lighting), they have had to absorb high fixed transaction costs and do not have 
access to certain investors that only pursue projects with equity requirements that meet their minimum investment guidelines 
(market interest would need to be validated through a detailed market outreach process).

35
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7.6 Procurement Timeline

Figure 15: Indicative comparison of CM/GC and DBOM/DBFOM Procurement Timelines

CM/GC
DBOM

DBFOM

2016 2017 2018 2019 2020

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 02 Q3 Q4

Phase 1: Project Development

FT A Small Starts Grant

l

I CFD Bond Process :

■JssaraSsSKt?l ■

f Pro ca rem en ts fo r Final Desig n, 
j Vehicles, and Construction /
|Developer

II
]

Phase 2: Construction
r: !; [
l Land Acquisition

I
•_ __

i

Final Design

\ Vehicle Acquisition/Delivery

Construction, Installation 
and Testing 3

Assumptions:
FTA rating application will be approved by the City Council by August 2016 and submitted to FTA 
by September 2, 2016
Decision on the delivery option retained by the City will occur in August 2016, with final 
confirmation and start of procurement preparation by November 2016
Vehicles acquisition initial costs would need to be funded from sources other than the Small Starts 
grant or CFD Bond proceeds

The vehicles acquisition and delivery is on the critical path, and unless the process can be accelerated, 
the late 2020 completion for the DBOM and DBFOM options would require the City to separately procure 
and initiate discussions with the selected vehicle provider on behalf of the developer, which would be 
required to use such manufacturer as a subcontractor. The inclusion of various providers as part the 
multiple developer teams (as is typically done) would require up to 9-12 months delay in the construction 
completion date (unless the vehicle production and delivery can be accelerated).
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Further, should the FTA rating application be delayed past September 2016, receipt of the FTA Small 
Starts would be delayed by one year. Because policymakers may wait until all Project funding sources 
are firmly committed, the start of the CFD special tax levy may also be delayed. As funding would be 
delayed for critical path activities such as land acquisition and vehicles acquisition, the construction 
schedule would ultimately be delayed by 6-12 months. This may allow for the full inclusion of the vehicles 
as part of a DBOM or DBFOM procurement without additional delays and may create efficiencies which 
would be partly offset by increased capital cost escalation for the Project.
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S. Conclusion and Next Steps

8.1 Conclusion

Given the greater DBFOM qualitative benefits compared with the risks retained by the City under 
the DBOM, paying a premium for an approach that more fully meets the City's goals may be 
warranted, provided a capital funding gap allows sufficient private financing to realize the multiple 
benefits related to the private long-term capital at risk. Chief among these benefits is greater 
protection from long-term cost increases, so the incremental cost is akin to an 
premium".

//;insurance

However, it should be noted that, if the City is able to fully fund construction and is not able to support 
debt service beyond the Mello-Roos financing, the DBFOM option would not be feasible and the DBOM 
approach would be the next best alternative to fulfill the City's goals.

Table 28: City's Objectives applied to Project Delivery Options

CM/GCCriteria DBOM DBFOMObjectives

Project subsidy requirement

Impact on City debt limit
1. Affordability

Flexibility in using funding sources

Innovation & cost reduction opportunities 

Risk transfer on capital cost overruns

Risk transfer for schedule delays
2. Risk Transfer

Risk transfer on lifecycle cost overruns

Procurement Execution Risk

Procurement & Project completion timeline3. Delivery Schedule

Level of service considerations
4. Service Level

Flexibility for service adjustment/expansion
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8.2 Next Steps

We suggest the following actions to finalize the delivery and financing strategy for the Project:

a. Immediate next steps for the FTA submittal:

Finalize the 30% engineering estimate (preliminary engineering is typically sufficient to initiate a 
DBOM or DBFOM procurement) and formally identify cost reduction initiatives (including those 
that may require a supplemental EIR);
Study the City's ability to leverage alternative maintenance and storage facility sites;
Initiate a more detailed strategic delivery and finance analysis that would:

► Further validate the potential for the various additional funding sources
► Resolve any pending issues with the City’s bond counsel regarding P3 structuring
► Result in an FTA finance plan and rating submittal that (i) is consistent with the City’s 

desired financial and delivery approach, and (ii) provides flexibility for subsequent 
financial developments

► Include, if necessary, the preparation of a detailed Business Case supporting a P3 delivery 
decision

Subsequent Next Steps:

Prepare more detailed cost estimates for the Project operations and maintenance, inclusive of 
rehabilitation and capital renewal expenditures;
Determine how the CFD boundaries and special tax could be amended (or a new CFD pursued) if 
the Grand Avenue spur were incorporated in the Project (the FTA submittal would have to be 
amended);
Revise the locally preferred alternative, if applicable;
Undertake a market sounding to confirm P3 deal structure and aspects that would be critical to 
ensure a robust DBOM or DBFOM competition;
Procure P3 technical consultants (or, alternatively, further mobilize consultants already available 
to the City and/or LASI) and transactional legal consultants that would support the development 
of RFO/RFP documents and technical, performance-based specifications;
Finalize an updated delivery and funding strategy for the Project with the benefit of the Proposed 
Ballot Measure vote outcome; and
Prepare for the City Council action to approve (i) a final project delivery and financial plan and (ii) 
the initiation of a P3 procurement.

b.
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Appendix A - Additional Funding Sources

Capital Funding Sources

Cost sharing arrangement for streetscape improvements along the Project alignment: The City 
has finished Phase 1 of the Broadway Streetscape Plan as part of a multi-year and multi-phase 
Bringing Back Broadway initiative. In February 2013, the City Planning Commission approved the 
Broadway Streetscape Master Plan36, another component of the larger effort to revitalize the 
Historic Broadway Theatre District. The City has secured $4.6 million through two grants from 
Metro for phase 2 work37. However, the remaining funding needed for the streetscape improvement 
project on Broadway has not been identified yet. Per CAO guidance, we have at this time not 
assumed any cost synergies between the streetscape improvements project and the Streetcar 
Project due to limited information available.

Federal Transportation Investment Generating Economic Recovery (TIGER) Discretionary Grant 
Program: Since 2009, Congress has dedicated nearly $4.6 billion for seven rounds of TIGER grants 
to fund projects that have a significant impact on the Nation, a region or a metropolitan area. Of 
this, $1.3 billion (28.5%) has been dedicated to transit projects. In the first seven rounds of TIGER, 
USDOT received more than 6,700 applications requesting more than $134 billion for 
transportation projects across the country. USDOT received 585 applications by the April 29, 2016 
deadline for an eighth round of TIGER grants. These applications totaled $9.3 billion in requested 
funding-more than 18 times the $500 million that will be awarded. As these numbers demonstrate, 
TIGER is a highly competitive discretionary grant program. The City submitted a $2.5 million TIGER 
grant application in FY 2014 for the Project's preliminary engineering activities but was 
unsuccessful. Unsuccessful TIGER applicants may re-apply.

Urban Circulator Grant Program. Several cities have been awarded Urban Circulator grants of just 
under $25 million to help fund streetcar starter lines. The FTA announced the availability of the 
grants in 2009 which were funded with unallocated FTA Capital Investment Grant discretionary 
program funds in support of USDOT’s Livability Initiative. The FAST Act has authorized no 
additional funding for the Urban Circulator Grant Program. 38

Federal Highway Funding:
► Highways which are classified higher than local roads or rural minor, collectors are 

collectively referred to as "Federal-aid Highways". Streets proposed for the Streetcar 
alignment are classified as minor arterial and other principal arterial. Therefore, the Project 
runs on highways eligible for federal highway funding. The FAST Act continues to allow 
certain federal-aid highway funds to be used for public transportation projects at the 
discretion of state and local officials. In general, projects on any Federal-aid highway that 
are necessary to accommodate other modes of transportation (if such modifications will not 
adversely affect automotive safety) are eligible under virtually any Federal Highway 
Administration (FHWA)-apportioned program, including the National Highway Performance 
Program (NHPP), the Congestion Mitigation and Air Quality Improvement Program (CMAQ), 
and the Surface Transportation Block Grant Program (STBG). This provision would tend to 
cover items like utility relocation, for example. For the NHPP, apportionments can be used 
for, among other things, construction, reconstruction, resurfacing, restoration, 
rehabilitation, and preservation of, and operational improvements for, a Federal-aid highway

36 http://cityplanning.lacity.org/complan/othrplan/pdf/Broadway_StreetscapePlan.pdf 
http://www.ladowntownnews.com/news/broadway-traffic-lanes-to-be-slashed-as-part-of- 

streetscape/artide_e879eb20-854a-l le3-8835-0019bb2963f4.html 
https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FAST_ACT_FTA_Program_Totals.pdf

37

38
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not on the National Highway System (NHS). The FAST Act permits transferability of 
apportionments between the STBG and CMAQ programs. Funds apportioned under the 
NHPP, STBG, or CMAQ could also potentially be "flexed" over to FTA for use through FTA’s 
programs.

► Congestion Mitigation and Air Quality Improvement Program (CMAQ): The CMAQ Program 
is jointly administered by the FHWA and the FTA. It provides a flexible funding source for 
transportation projects and programs that help improve air quality and reduce congestion. 
To be eligible for CMAQ funding, projects must: (1) have a transportation focus; (2) reduce 
air emissions; and (3) be located in or benefit a nonattainment or maintenance area for 
carbon monoxide, ozone, and particulate matter. Further, in metropolitan areas like Los 
Angeles, a CMAQ project must come from a conforming transportation plan and 
transportation improvement program. The general guideline for eligibility is a reasonable 
expectation that the project will result in increased transit ridership. For example, 
improvements in modal connections in major urban areas, including the construction of new 
facilities, generally are eligible for CMAQ funding, so long as they reduce overall emissions. 
CMAQ funds can also be used to acquire new transit vehicles, including rail39. State 
departments of transportation are responsible for distributing CMAQ funds. The Federal 
share for most CMAQ-eligible projects is 80%. The CMAQ program operates on a 
reimbursement basis, so funds are not provided until work is completed. Modern streetcar 
projects that have included or propose to include CMAQ funds among their capital funding 
sources include the Tempe Streetcar ($19 million),40 Santa Ana/Garden Grove Streetcar 
($48.45 million),41 and the Cincinnati Streetcar ($4 million)42. Estimated FY 2016 CMAQ 
apportionments under the FAST Act for the Los Angeles South Coast Air Basin (SCAB)~ 
which includes the City--are $133.3 million43. If CMAQ funds were allocated to the Streetcar 
from this apportionment, they would not be available to other projects in the Los Angeles 
SCAB.

► Surface Transportation Block Grant Program: The long-standing Surface Transportation 
Program (STP) has the most flexible eligibilities among all Federal-aid highway programs. 
The FAST Act converts the STP into the Surface Transportation Block Grant Program to align 
the program's name with how the FHWA has historically administered it. STBG-eligible 
activities include capital costs for transit projects that are eligible for assistance under 
chapter 53 of title 49. The Federal share is generally 80%. Modern streetcar projects that 
have included or propose to include STBG funds among their capital funding sources include 
Ft. Lauderdale's Wave Streetcar ($3.9 million44) and Seattle's South Lake Union Line ($3 
million4S). Estimated FY 2016 STBG apportionments under the FAST Act for the Los Angeles- 
Long Beach-Anaheim urbanized area are $109.2 million46. If STBG funds were allocated to

http://www.fhwa.dot.gov/environment/air_quality/cmaq/reference/cmaq_public_transportation/ 
cmaqpublictransport.pdf

FTA, "New Starts and Small Starts Project Profiles: Tempe Streetcar,"
https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/AZ_Tempe_Streetcar_Profile_FY_2017_0.pdf.

FTA, "New Starts & Small Starts Projects: Santa Ana/Garden Grove Streetcar," https://www.transit.dot.gov/
sites/fta.dot.gov/files/docs/CA_Santa_Ana_Garden_Grove_Streetcar_Profile_FY17_0.pdf

City of Cincinnati, http://www.cincinnati-oh.gov/streetcar/streetcar-funding/ 
http://www.dot.ca.gov/hq/transprog/federal/cmaq/cmaql516-rev-est030116.pdf 
FTA, "New Starts and Small Starts Project Profiles: Wave Streetcar,"

https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FL_Fort_Lauderdale_Wave_Streetcar_Profile_FY_2017_
O.pdf

http://www.fhwa.dot.gov/ipd/project_profiles/wa_slu_streetcar.aspx and South Lake Union Streetcar, Capital 
Financing and Operating and Maintenance Plan, April 13,2005, p. 8
http://www.seattle.gov/transportation/docs/slul8FINAL%20SLU%20Streetcar%20Financing%20Report.pdf 

http://www.dot.ca.gov/hq/transprog/federal/rstp/stbgp-1516-rev_040416.pdf
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the Streetcar from this apportionment, they would not be available to other projects in the 
urbanized area.

State Cap and Trade Program: A cap-and-trade program was created as part of the California Global 
Warming Solutions Act of 2006 to combat climate change. The program is funded by revenue from 
the auction by the state of allowances to emit greenhouse gases. The Transit & Intercity Rail Capital 
Program, created by the California Legislature in 2014, is one of several programs charged with 
using cap-and-trade auction proceeds to help the state reduce greenhouse gas emissions and 
combat climate change. In June 2015, the California State Transportation Agency completed the 
first round of the Transit & Intercity Rail Grant Program, awarding $224 million to 14 projects 
throughout the state. In February 2016, the Transportation Agency announced that approximately 
$440 million was available for a second round of program grants, subject to revision based on 
auction proceeds received through June 30, 2016, and based on any additional funding provided 
through the current legislative budget process or through the transportation special session. It 
received 41 project applications for a total of $3.1 billion in requested funding by the April 5 
deadline. Among the applications for the second round of program grants was a $50.7 million 
request from the Orange County Transportation Authority (OCTA) for the Santa Ana/Garden Grove 
Streetcar and a $58.0 million request from Sacramento Regional Transit District for the 
Downtown/Riverfront Sacramento-West Sacramento Streetcar and Sacramento Valley Station Light 
Rail Phase 1 Loop. The City may wish to weigh consideration of this program as a source of funds 
for the Downtown Los Angeles Streetcar with the uncertainty as to whether future auction revenues 
will materialize, and in light of legal, political, and financial challenges facing the program.

Consideration of potential cost reductions from redundant DASH bus service: should the City 
reduce redundant DASH bus service or redeploy or expand service on another line, costs reduction 
or efficiencies could be credited to the Project.

Operating Funding Sources

FTA formula funds

A significant source of funds for transit agencies nationwide is FTA formula funding. The two formula 
grant programs relevant to the Project are the Urbanized Area Formula Program and the State of Good 
Repair Grants Program.

Fiscal Year 2016 Urbanized Area Formula apportionments for the Los Angeles urbanized area totaled 
more than $300 million.47 Funding for the Urbanized Area Formula Program is apportioned on the basis 
of legislative formulas. For areas like Los Angeles with populations of 200,000 and more, the formula is 
based on a combination of bus revenue vehicle miles, bus passenger miles, fixed guideway revenue vehicle 
miles, and fixed guideway route miles as well as population and population density. Streetcar systems 
meet the FTA's definition of fixed guideway systems. Consequently, the incremental fixed guideway 
revenue vehicle miles and fixed guideway route miles attributable to the Project would increase the

47 https://www.transit.dot.gov/funding/apportionments/table-3-fiscal-year-2016-section-5307-and-5340- 
urbanized-area-formula.
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Urbanized Area Formula Program apportionment to the Los Angeles urbanized area, holding all else 
equal48.

Activities eligible for reimbursement from Urbanized Area Formula Grants include capital investments in 
new and existing fixed guideway systems including rolling stock, overhaul and rebuilding of vehicles, track, 
signals, communications, and computer hardware and software. In general, federal law prohibits transit 
operators in large urbanized areas like Los Angeles from using federal transit funds for operating 
expenditures; however, the definition of transit capital expenses includes some items traditionally 
considered to be operating expenses, such as preventive maintenance.49 The operating budget for the 
Project, like that of most transit agencies, includes preventive maintenance costs. Consequently, a 
portion of routine Streetcar operations and maintenance costs and most, if not all, of LADOT's costs to 
maintain the Streetcar system in a state of good repair (e.g., streetcar vehicle overhaul and replacement 
costs) would be eligible for reimbursement from Urbanized Area Formula Grants. The Federal share may 
not exceed 80 percent.

The State of Good Repair Grants Program provides financial assistance to public transit agencies that 
operate rail fixed-guideway and high-intensity motorbus systems for the maintenance, replacement, and 
rehabilitation of capital assets, along with the development and implementation of transit asset 
management plans. Eligible recipients include state and local government authorities in urbanized areas 
with rail fixed guideway and high intensity motorbus systems that have been in operation for at least 
seven years. The maximum federal share is 80%.

Based on preliminary estimates of 144,000 annual revenue vehicle miles and 3.1 route miles for the 
streetcar service, and using per-mile values published by the FTA50 based on funding authorized under 
the FAST Act and appropriated under the Consolidated Appropriations Act, 2016, the Project could 
generate an incremental annual apportionment for the Los Angeles urbanized area of approximately 
$0.36 million51 from the State of Good Repair Grants Program (once the streetcar system has been in 
operation for at least seven years), holding all else equal.
$0.2 million from the Urbanized Area Formula Program, the Project could potentially generate an 
estimated total of $0.57 million in FTA Formula Funds, as shown in the Table below.

52 Combined with the aforementioned

FTA formula funds from both programs are apportioned and flow directly to a designated recipient 
selected locally to apply for and receive Federal funds. Metro is the designated recipient for the Los 
Angeles urbanized area. The City has indicated that the Board of Directors of Metro would need to 
approve a change in the method of distribution of FTA formula funds in order for LADOT to receive the

46 Notwithstanding the additional revenue vehicle miles and directional route miles generated by the Streetcar, the 
Urbanized Area Formula Program apportionment to the Los Angeles urbanized area could actually decrease if 
Congress fails to increase funding of the program to keep pace with an expansion in transit service provided by 
other transit systems (in other words, if the funding "pie" does not increase sufficiently, each transit system's 
“piece of the pie" could decrease). 

https://www.fas.org/sgp/crs/misc/R43464.pdf.
https://www.transit.dot.gov/funding/apportionments/table-5-fiscal-year-2016-formula-apportionments-data- 

unit-values-full-year.
The State of Good Repair Grants Program apportionment is determined by two calculations. Half of the 

apportionment is based on what the urbanized area would have received under the pre-MAP-21 fixed guideway 
modernization program, but using calculations contained in the current version of 49 U.S.C. 5336(b)(1). The other 
half of the apportionment is calculated based on fixed guideway service attributable to the urbanized area, 
weighted 60-40 between vehicle revenue miles and directional route miles. The sample calculation in Table 29 
assumes that the half of the apportionment based on what the urbanized area would have received under the pre
MAP-21 fixed guideway modernization program approximately equals the apportionment calculated based on the 
streetcar-attributable fixed guideway service.

Notwithstanding the additional revenue vehicle miles and directional route miles generated by the Streetcar, the 
State of Good Repair Program apportionment to the Los Angeles urbanized area could actually decrease if 
Congress fails to increase funding of the program to keep pace with an expansion in fixed guideway transit service 
provided by other transit systems (in other words, if the funding "pie" does not increase sufficiently, each transit 
system's "piece of the pie" could decrease).

49
50

53
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incremental formula funds attributable to the Streetcar that will be apportioned to the Los Angeles 
urbanized area.

Table 29: FTA Formula Funds

IWMlflU Total FFY £016$LA Streetcar

A B = A * B

$88,740

$117,360

Fixed Guideway Revenue Vehicle Mile 

Fixed Guideway Route Mile

0.6162531 144,000

37,858 3.1

$206,100Urbanized Area Formula Program apportionment:

$316,356Fixed Guideway Revenue Vehicle Mile 1.0984577 144,000

$43,428Fixed Guideway Route Mile 14,009 3.1

$359,784State of Good Repair Grants Program Apportionment:

$565,884TOTAL STREETCAR-ATTRIBUTABLE APPORTIONMENT POTENTIAL:

Congestion Mitigation and Air Quality (CMAQ)

Projects eligible for federal CMAQ funding can include not only constructing but also operating new 
facilities. As noted by the FHWA, CMAQ funds may be used to support the startup on new transit services 
linking major activity centers. "Under specific conditions, CMAQ funds may be used to support innovative 
fare policies and financial incentive strategies designed to encourage transit use and reduce exceedances 
of air quality standards.” CMAQ funds may also be used to offer reduced fares or free transit when these 
subsidies are part of an area-wide strategy for reducing emissions during peak periods of ozone 
pollution.53 For example, a federal CMAQ grant has already been secured for the Milwaukee Streetcar 
(now in final design) which will pay for 80% of the first 18 months of operating costs with the possibility 
of an extension for an additional 18 months. As explained in Appendix A, estimated FY 2016 CMAQ 
apportionments under the FAST Act for the Los Angeles SCAB are $133.3 million. If CMAQ funds were 
allocated to the Streetcar from this apportionment, they would not be available to other projects in the 
Los Angeles SCAB.

FHWA, http://www.fhwa.dot.gov/environment/air_quality/cmaq/reference/cmaq_public_transportation 
/cmaqpublictransport.pdf
S3
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Appendix B - Assumptions

Table 30: Financing Costs Assumptions

Financing Costs Assumptions

Financing Source ; Assumed Creait Raring ; Assumption
V ■

TIFIA BBB- • 3.39% interest rate:

! US Treasury Spot Rate (06/16/2016) 
i + 1 bps spread 

i + 75 bps forward premium

Amortizing debt with 28-yr term
1.25x Min DSCR........................................................................

4.09% interest rate:

I MMD AAA Forward Rate (06/16/2016)

: + 150 bps spread 

j + 75 bps forward premium

• 5% coupon

• Amortizing bonds with 22-yr term

• Issuance costs: 75 bps of par amount of bonds

• 1.50x Min DSCR

• 3.0-5.0% Coupon; 2.1%-3.7% Yield;

| MMD AAA Forward Rate (06/16/2016)

! + 155 bps spread/forward premium

• Amortizing bonds with maturities through 2050

• Issuance costs: $400,000 + 100 bps of par amount of
I bonds

• Issuance costs: $400,000 + 100 bps of par amount of
.bonds....

! 10% Post-Tax

Private Activity Bonds i BBB 
j (PABs)

e • ..i

A+/A1Lease Revenue Bonds

■<
A3/A-CFD Bonds

■
N/AI Private Equity IRR

Note: All rates shown are adjusted for approximate average life of issuance as applicable. All issue amounts sized to provide adequate net proceeds to 
meet project funding requirements. Amortizing LRBs & STRBs priced as individual tranches by maturity, each with distinct coupons & yield (Yield To 
Maturity not shown).

Table 31: Additional Assumptions

Additional Assumptions

1 Ass., motion
■

i 2 yearsConstruction Period
■

Operating Period 30 years

2-year construction period with an equal repartition of the costs 
during the construction period;

Blended:

S-Curve

Availability Payment Escalation
•O&M Portion: 3%

•Capital Portion: none•S'
$6.8 millionO&M Cost (2017)

O&M Escalation (annual)

Advertising & Naming Rights Revenue (2021)

Daily Ridership (2020)

Anticipated Fare (2020)
[ Average Fare (net of transfers, discounts, etc, 2020)

• 3.0%........................
I $0.2 - 1.5 million

J- ■p.
j 4,123
; $0.50 per person 
j $0.27 per person
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Appendix C - Real Estate Analysis

Estimated Value for City-Owned Properties
Based on our understanding, there are five land parcels (the Subject Properties) that are owned by the 
City that the City desires to consider for this report. A summary of the Subject Properties is illustrated 
below:

Table 32: Subject Properties

•1SI4 A\is (so, ft.)
Subject Property 1 

Subject Property 2 

Subject Property 3 

Subject Property 4 

Subject Property 5 

Source: The City of Los Angeles, Zimas

Los Angeles, CA 

Los Angeles, CA 

Los Angeles, CA 

Los Angeles, CA 

Los Angeles, CA

C2 100,000-110,000

PF (Public Facilities) 

OS (Open Space)

PF, C4

80,000 - 90,000

170,000 - 200,000

170.000 - 200,000

230.000 - 270,000C2, M3

As part of our high-level analysis, we have provided a summary of estimates for each of the Subject 
Properties, along with a market range for ground lease payments should the City decide to lease to create 
a long-term funding source for the Project. Our analysis is based on recent comparable transactions in 
Downtown Los Angeles (refer to Table 35: Comparable transactions in Downtown Los Angeles). Our 
summary of estimates is based on the following key assumptions:

Based on our experience in the market, the highest and best use of these Subject Properties is 
multi-family development.

The Subject Properties currently have a variety of zoning ordinances, including commercial, 
manufacturing, public facilities, and open space, which may place restrictions on the potential 
development of these sites. The City indicated that "the Public Facilities (PF) planning land use 
designation is premised on the ownership and use of the property by a government agency. The 
designation of the PF zone as a corresponding zone is based on the same premise. The Plan 
also intends that when a board or governing body of a government agency officially determines 
that a property zone PF is surplus, and no other public agency has indicated an intent to acquire, 
and the City is notified that the agency intends to offer the property for sale to a private 
purchaser, then the property may be rezoned to the zone(s) most consistent within 500 feet of 
the property boundary and still be considered consistent with the adopted Plan."

For the purposes of our analysis, we have assumed that the Subject Properties will be rezoned 
to allow for the highest and best use, such as multi-family. If these Subject Properties 
(particularly those that are zoned Public Facilities and/or Open Space) cannot be re-zoned, this 
would have a significant impact on the potential value of the Subject Properties. This has not 
been considered in our analysis; we have assumed that the Subject Properties will be re-zoned 
to its highest and best use. According to discussions with market participants and the City, it is 
estimated that zoning changes could take between 18 and 24 months.

We did not consider demolition costs of any existing improvements on the Subject Properties or 
any cost associated with off-site improvements that may be needed for the entitlements. 
Further, we have not assumed any costs (if needed) associated with preparing the site for 
development.

Our estimates are based on the assumption that the Subject Properties will be entitled for a 
certain number of multi-family units; this is based on a floor area ratio (FAR) of 6.0 in Downtown 
Los Angeles. Please refer to the chart below for specific assumptions for the number of entitled 
units by Subject Property.
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Our estimates do not account for potential affordable housing allowances at the Subject 
Properties. According to discussions with the City, while the City does not have a policy 
requiring affordable housing, it is a public benefit that the City may want to see for public- 
private partnership projects on City land, particularly given the current focus on homelessness 
and affordable housing.

Our analysis does not include TFAR, which is the transfer of floor area ratio from one site to 
another. Based on our understanding, the majority of the central business district in Downtown 
Los Angeles has an FAR of 6.0. However, a higher density project can exceed the allowable FAR 
with a density transfer from one site to another; typically from a low-density parcel to a high- 
density parcel under certain regulated conditions that demonstrate public improvements and 
community benefits. According to the City, the additional development rights are priced at 40% 
of the land value FAR, in addition to a TFAR transfer payment of the greater of 10% or $5 per 
sq. ft. of TFAR (i.e., the additional building area).

Table 33: Summary of Estimated Value of the Subject Properties

Min per Max per
Subject Property Location Zoning Entitled units Land area (SF) Range (million)

SF SF
$350 
$350 • $450
$350 • $450
$350 ■ $450
$350

$450 $36.7
$29.9
$67.6
$70.0
$87.5

$47.2
$38.5
$87.0
$90.0

$112.5

Subject Property 1 
Subject Property 2 
Subject Property 3 
Subject Property 4 
Subject Property 5

Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA

C2 750 - 800 
600 - 650

100,000-110,000 
80,000 - 90,000 

1,300-1,500 170,000-200,000
1,300-1,500 170,000-200.000
1.700-2,000 230,000-270,000

PF (Public Facilities) 
OS (Open Space) 

PF, C4 
C2, M3 $450

$291.7 $375.2Total

We estimate the Subject Properties’ ground lease payments based on a market supported capitalization 
rate of 6.0% to 8.0%. Additionally, we assume the Subject Properties' ground leases would be long-term, 
ranging from 40 (with extension options up to 99 years) to 99 years.

Table 34: Summary of Ground Lease Payments for the Subject Properties

Range of annual ground lease 
payments (million)

Min cap 
rate

Max cap 
rate

Subject Property Location Zoning Entitled units Land area (Acre)

$0 $0 $2.2 $3.8Subject Property 1 
Subject Property 2 
Subject Property 3 
Subject Property 4 
Subject Property 5

Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA

C2 100,000-110,000 
80,000 - 90,000 

1,300-1,500 170,000-200,000
1,300-1,500 170,000-200,000
1,700-2,000 230,000-270,000

750-800 
600 - 650 $0 $0 $3.1PF (Public facilities) 

OS (Open space) 
PF, C4 
C2, M3

$1.8
$0 $0 $4.1 $7.0
$0 $4.2$0 $7.2
$0 $0 $5.3 $9.0

$17.5 $30.0Total

As mentioned above, our analysis is based on comparable transactions within Downtown Los Angeles, 
which occurred within the past two years. Land price per sq. ft. ranges from $311 to $585, with an 
average of $444 per sq. ft.
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Table 35: Comparable Transactions in Downtown Los Angeles

Current
improvement

Parking lot 
Warehouse 
Warehouse 
Parking lot 
Parking lot 
Parking lot 
Parking lot 
Parking lot 
Parking lot

And area 
(Acre)

Price/SFSales Date Sale PriceAddress City, State Zoning

$4,633,000
$26,000,000
$11,500,000
$7,500,000

$13,250,000
$12,500,000
$13,000,000
$37,500,000
$23,050,000

$475
$585
$503
$478
$435
$326
$311
$379
$495

0.2842 S Grand Ave 
1201 S Grand Ave 
1045-1057 S Olive St 
845 S Olive St 
732-742 Spring St 
737-751 Spring St 
348 S Hill St 
427 W 5th St 
801 S Olive St

Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA 
Los Angeles, CA

R5 May-15 
Feb-15 
Jan-15 
Dec-14 
0ct-14 
Oct-14 
Jul-14 
Jun-14 
Mar-14

1.0R5
R5 0.5

LAR5
LAC2
LAC5

0.4
0.7
0.9

C2 1.0
LAC2 2.3

C2 1.1

Minimum
Maximum
Average

Range

Source: CoStar, Real Capital Analytics, Buildzoom
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Appendix D - Case Studies

Purple Line LRT - Maryland
Project Presentation

The Purple Line is a 16-mile light rail transit (LRT) 
line DBFOM project that will operate mainly in 
dedicated lanes, allowing fast transit with 21 
planned stations serving five major activity 
centers in Maryland, as well as providing direct 
connection with local bus services, Amtrak and 
Regional Commuter train services.
The project also includes improvement in existing 
infrastructure of light rail system in Maryland.
The MTA and the Maryland Department of Transportation (MDOT) entered into a P3 to design, build, 
finance, operate, and maintain the project that reached financial close in June 2016.
Owner retains the right and discretion to set and adjust fares and all other charges payable by users. 
During the design and construction period, the owner will make milestone payments capped at 85% of 
design-build work.
MTA will be using Availability Payment approach that will be subject to performance deductions and 
will provide strong incentives to the concessionaire to deliver high quality service.
MDOT and MTA opted for a P3 approach for Purple Line because of the following factors:

1) Operational factors:
► It leads to consistency in work quality and highly responsive service as payments are tied with 

pre-determined performance parameters
► Incentivizes private party to maintain punctuality during the term
► Responsibility for effective coordination among different stakeholders lies with the 

concessionaire
2) Risk transfer:

► Unlike traditional projects where government authority assumes full responsibility and 
associated risks, P3 can optimally allocate risks among public and private partners

► Further, the concessionaire is also required to obtain and repay finance (including TIFIA finance) 
at its own risk

3) Innovation:
► Enhanced opportunity for innovation as P3 arrangement encourages concessionaire to propose 

innovative approaches to achieve performance benchmark defined by the authority

Funding Structure

$867 millionProgress/Final Payments

$140 millionEquity

$931 millionTIFIA (ind. Capitalized Interest)

Private Activity Revenue Bonds (incl. 
Capitalized I nterest)........ ........... .........

Total

i $375 million
■s
: $2.6 billion

Highlights
Costs Reduction Strategies: In June 2015, new Maryland Governor Hogan asked MDOT to find ways to 
reduce project cost. As a result, bidder changed some scope of work, such as:

► Service at 7.5-minute frequency instead of every 6 minutes during peak periods, reducing 
number of light rail vehicles needed

► Line's Art-in-Transit budget reduced by 50%
► Alternatives to glass for canopy would be used for cost reduction
► Reduction in landscaping at stations
► Standard canopies and windscreen instead of large structures
► Crushed stone to be used instead of green track previously decided
► Train storage yards to be reduced to accommodate smaller fleet
► Number of elevators are reduced at a few stations

Sources
Infranews
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Denver RTD Eagle Project - Colorado
Project Presentation

RTD's $2.2 billion Eagle project was the first passenger rail DBFOM P3 in the United States. The Eagle 
P3 project facilitated the construction of three commuter rail lines totaling over 35 miles (including 
the line linking Denver's Union Station to the Denver International Airport, which opened for service in 
April 2016) and a commuter rail maintenance facility. These projects are part of RTD’s 2004 voter- 
approved FasTracks plan to expand transit across the Denver metro region.
RTD sets fares and fare policies and keeps all project revenues; Availability Payments will be made to 
the concessionaire based on established performance metrics.
Availability payments are broken down into two components

► the TABOR (Colorado’s Tax Payer Bill of Rights) portion, structured to cover capital expenditures 
and financing, is subject to appropriation and secured by a pledge of RTD 1.0% sales tax 
revenues subordinate to the RTD sales tax bonds, but senior to O&M expenses; and

► the Non-TABOR portion structured to cover O&M costs is subject to appropriation and is not 
counted as debt by RTD (TABOR limits ability for Colorado government agencies to borrow 
without voter approval).

0 <•'■/ . 6% 8e»w 3«re* S AHlay
I y

Senior Bonds Debt 
Service (Aa2/AAA/AA+)

FasTracks Bonds Debt 
Service (Aa2/AA*/AA)

Excess

v
‘-a'o and Ofter 

(»ncJ Gcv&mr
Orcms)

TABOR Portion TABOR Portion Allocated to FasTracks Eagle P3 ■V

* y
FasTracks Eagle P3 
Service Payments

RTD Appropriated 'ternsRevenue Account j-l

T T ;v V
Certificated of
p artidpalfcn 

(Aa3/A+,#AA-J

Appropriated payments 
to FasT racks Eagle P3

Ongoing and
MaintenanceNon-TABOR Portion

Highlights
Used as a template for rail P3 projects in the US: Performance securities were evaluated using a worst- 
case scenario analysis, identifying expected value at risk in the contract and taking into account 
milestone payments, liquidated damages for delays and mobilization costs of a replacement 
contractor. The project is also notable for its innovative and multi-faceted funding structure that 
incorporated elements of public and private financing in a way that minimized cost to RTD, including:

► $1.03 billion federal New Starts grant,
► $397.8 million Private Activity Bonds secured by Availability Payments from RTD 

(payable from FasTracks sales tax revenues)
► Proceeds of sales tax revenue bonds issued by RTD;
► Private equity; and
► A $280 million TIFIA loan secured by sales tax revenues.

Structure using sales tax revenues to fund availability payment: Capital portion structured as a 
subordinated "sales tax bond” under indenture (subject to TABOR) and O&M portion paid out of 
operating budget, subject to annual appropriation
Financial structure used to provide flexibility to RTD: The Eagle project was the only project under the 
USDOT’s transit P3 pilot program to reach financial close. The private procurement structure drove 
innovation that resulted in substantial cost savings, allowing RTD to move forward with an additional 
$300 million in projects during a period of constrained resources.

Sources
https://ijglobal.com/articles/64432?ArticlelD=64432
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City of Miami Beach Light Rail/Modern Streetcar - Florida
Project Presentation

The City of Miami Beach received an unsolicited proposal to design, build, finance, operate and 
maintain a bi-directional loop streetcar line in Miami Beach.
The City is currently conducting the environmental process in parallel the procurement process.
The project will consist of two phases, each approximately 2.5 miles in length with stations spaced 
every 1/4 to 1/3 mile. It will operate in exclusive lanes and use catenary-free/off-wire technologies.
Capital costs are estimated at $388 million for both phases. Potential funding options in the 
preliminary financial plan include:

► City funds (50%): resort tax, parking revenues, redevelopment agencies revenues, etc.
► State and County funds (50%, replacing Federal New Starts Funding): transit surtax sales 

tax and Florida DOT transit capital grants
Operating costs are estimated at $16 million per year of O&M and replacement costs assuming 6 
minute headways, potentially funded by:

► Fares and advertising fees (25%)
► Special assessment fee on property owners close to the project alignment (25%)
► City funds (50%) through appropriation

The City anticipates that milestone payments during construction would cover at least 50% of the 
capital costs to reduce cost of financing.

Highlights
1-y procurement schedule: The City decided to start the procurement of the Project following the 
receipt of the unsolicited proposal and before finalizing the project funding plan, achieving key 
milestones of the environmental process and deciding on the retained preferred route alignment, stops 
and MSF site.
MSF location: Considering the real-estate prices in Miami Beach, the location of the MSF is a key part 
of the development of the project. The City initially selected 9 potential locations for the vehicle 
storage, maintenance and operation facility. After an initial screening, the City narrowed the list to 2 
potential sites meeting certain key criteria, including a minimum practical size of 2 acres to 
accommodate fleet of 12 to 14 streetcar vehicles: oblong or rectangular in shape and located close to 
the streetcar. One of the sites includes the option for a parking development above the MSF
Funding Plan without Federal New Starts Funding: At this stage, the City doesn't contemplate applying 
for federal funding.

2016 2017
23456789 10 11 12 1234

Project Development 
Survey

Environmental Process 

Public Outreach 

Project Funding Plan

• Draft PEIR Submitted

• Draft Report Submitted

Sources
http://www.miamibeachfl.gov/WorkArea/DownloadAsset.aspx?id=88018
http://www.miamibeachfl.gov/WorkArea/DownloadAsset.aspx?id=88007
http://www.miamiherald.com/news/local/community/miami-dade/miami-beach/article51285235.html
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Nottingham LRT Phase 2 - UK
Project Presentation

Nottingham Express Transit is a light-rail transit i 
network in United Kingdom. Its alignment is I 
mostly at grade and includes sections running in j Senior Debt

Equity (or equivalent)

Total

Funding Structure

I £420 million j
mixed traffic. £115 million
The light rail network's construction was 
implemented in two phases:

1) Phase 1 consisted in the construction of a first line which opened in March 2004, and
2) Phase 2 consists in the construction of two new lines (Lines 2 and 3) and includes:

► Design and construction of two additional LRT lines (11.6 Miles)
► Takeover of the operation and maintenance of Line 1 and its existing LRT fleet
► Operation and maintenance of the 2 new lines with their additional new fleet

£520 million

A consortium won the P3 contract for the realization of Line 1 in 2000. As the Phase 2 was too large 
to be incorporated into the original contract, the authority launched a new procurement combining the 
takeover of Line 1 and the DBFOM of the two new lines for the Phase 2 with a term of 23 years. 
Service started in December 2014.

Highlights
Flexibility for future service adjustment and potential expansion: The closing of Phase 2 included the 
two separate transactions: termination of Phase 1 and closing of Phase 2. The initial concessionaire 
received a compensation calculated under a market valuation approach of the contract. Assumptions 
retained for compensation of termination of revenue-risk projects are critical. Moreover, the new 
concessionaire was required to upgrade the existing Line 1 under operation to ensure technologies 
interoperability.
Schedule delay due to third party: The project reached financial close later than expected partly due to 
delays in settling the contract with the former concessionaire for Line 1 and financial market 
conditions. Moreover, the procurement was delayed due to affordability discussions with the 
Department of Transport.
Farebox revenues risk: The project’s income is below original forecasts due to lower-than-expected 
traffic volumes.

Sources
http://www.allenovery.com/SiteCollectionDocuments/Termination_Report.pdf
http://www.thetram.net/Userfiles/About/Key5420Documents/Nottingham%20Express%20Transit)(20Phase%20Two%20Full%20Busi
ness%20Case%20July%202010.pdf
http://www.infra-news.com/news/transport/841053/nottingham-tram-ppp-delayed-due-to-affordability-discussions.thtml
http://www.infra-news.com/news/transport/1595626/nottingham-tram-phase-ii-refi-launch-expected-shortly.thtml
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BART Oakland Airport Connector - California
Project Presentation

The Oakland Airport Connector (OAC) is a 3.2 
mile-long extension of the San Francisco Bay Area 
Rapid Transit District (BART) rail system from the 
Oakland Coliseum station to the Oakland 
International Airport using an automated, fixed
guideway system technology.
The project replaced the former AirBART shuttle 
bus to reduce average travel, increase passenger j bart Financing 
capacity, and provide a more reliable connection 
between the Oakland International Airport and 
BART's network.
The project was initially procured as a Design-Build-Finance-Operate-Maintain (DBFOM) but cancelled 
during the Great Recession. The project was successfully re-procured under a Design-Build-Operate- 
Maintain (DBOM) delivery method, associating a 3.5-year DB contract and a 20-year O&M contract. 
The project was awarded in September 2010 and successfully opened to revenue service in November 
2014.
Operation and maintenance costs are covered by farebox revenues from the OAC and induced on the 
core system, and BART sales tax funding.

Funding Structure

$245 million jLocal Government Funds

$79 millionState Funds

i $30 millionPort of Oakland PFCs

$25 million 

; $106 million
I •....................... -

$484 million

Federal Exempt New Starts .A .

I Total

Highlights
Early affordability study: Analysis of earlier farebox revenue forecasts led BART to cancel a precursor 
P3 procurement for the Oakland Airport Connector due to affordability concerns.
Competitive procurement: BART incentivized the strategic use of cost-efficient technologies in the 
evaluation criteria. The competitive bidding environment of the re-procurement led to a winning bid 
$55m lower than BART's engineering estimates.
Stakeholders: The project funding plan was impacted by the reduction of Federal funding but benefiting 
form a total of 12 different funding sources, including local, state and Federal contributions.

Sources
Infranews
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Cincinnati Streetcar - Ohio
Project Presentation

The Cincinnati Streetcar is a 3.6-mile single- I 
tracked streetcar system connecting the City j 
Riverfront area and Downtown.

Funding Structure

i $16 million • 

I $4 million 

! $25 million 

i $85 million 

: $11 million

Utilities and other Private Contributions j $7 million

: $148 million

I USDOT TIGER 

! CMAQ 

I FTA Program

i-

The project is the first phase of a streetcar system 
with an uptown extension under consideration.
The City issued a RFO to Design, Build, Operate, j City Funding...  .......
and Maintain the $148 million first phase, which is j Tax increment Financing 
currently under construction and anticipated to 
open for service in fall 2016.

-■

Total
The project has experienced several challenges:

► Re-procurement in 2013 following FTA’s decision to consider that the initial 2009 
solicitation didn't meet FTA's procurement requirements:

► Two local referenda to stop the project realization;
► Reduced State funding following a change in the Governor's office;
► Bids received were above city's estimates;
► Litigation with one of the utility provider on the cost sharing mechanisms for utilities 

relocation;
► Following the election of Mayor Cranley, an opponent of the project, the city conducted 

a study to estimate the costs of suspending the project (contractor’s claims and 
reimbursement of the Federal government funding). As demobilizing the project would 
have cost more than 50% of the project capital costs, the city allowed construction to 
proceed.

Highlights
Ancillary revenues: The city is experiencing difficulties to secure the forecasted naming rights and 
advertising revenues.
FTA requirements: FTA's decision to consider that the initial 2009 solicitation didn’t meet FTA's 
procurement requirements resulted in schedule delays and ineligibility of certain project expenditures.
Utilities costs: The city ultimately lost the litigation against Duke Energy over utilities relocation costs 
sharing. In addition, the extension of the streetcar is encountering a serious obstacle with utility 
relocation costs estimated at approximately $38 million to expand the streetcar route about one mile 
uptown (compared to approximately $15 million of utilities costs for the 3.6-mile initial phase).

Sources
http://www.wlwt.com/news/city-council-gets-update-on-streetcar-project-revenue/37775644
http://www.go-metro.com/news/609/58/Local-firm-to-sell-Cincinnati-Streetcar-vehicle-naming-rights-and-advertising
http://www.wcpo.com/news/insider/pressure-is-on-to-sell-naming-rights-for-cincinnatis-streetcar
http://wvxu.Org/post/cincinnati-company-working-sell-streetcar-naming-rights-adsftstream/0
http://www.metrocouncil.org/METC/files/20/20532879-d6b9-4dc8-9376-ef08d375441b.pdf
http://www.fhwa.dot.gov/ipd/project_profiles/or_portland_streetcar.aspx
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