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SUBJECT: DIVISION 16: SOUTHWESTERN YARD PROJECT
ACTION:

INCREASE LIFE-OF-PROJECT BUDGET AND AWARD
DESIGN-BUILD CONTRACT C0991

RECOMMENDATION
A.

Approve an increase in Life-of-Project budget (LOP) for Division 16: Southwestern Yard
Project Life-of-Project budget in the amount of $22.0 million increasing the LOP from $285.2
million to $307.2 million to complete final design and construction of the Southwestern Yard
Project; and

B.

Award a firm fixed price contract under Contract No. C0991, to Hensel Phelps/Herzog JV for
the final design and construction of Division 16: Southwestern Yard, in the amount of
$172,312,697 which includes $163,565,200 for base scope, $5,210,000 for provisional sums
and $3,537,497 for two options, subject to resolution of any timely protests.

ISSUE
In December 2010, the Board adopted a Maintenance Facility Consolidated Development Strategy
for the Crenshaw/LAX transit Project, Metro Green Line and its related extensions. Subsequently,
49% of the cost of the Southwestern Maintenance Yard was included in the funding of the Crenshaw
LAX transit project with the remaining 51% to be funded at a later time, as referenced in the July
2011 Board Report - Countywide Light Rail Yard Cost Allocation and First Decade Capital Funding.
On the May 2015 Planning and Programming Committee agenda, this policy is concurrently
recommended for revisions consistent with this report.
On June 26, 2014, the Board authorized staff to use adesign-build process for procuring a contractor
to complete final design and construction of Division 16: Southwestern Yard. A design-build contract
was issued for bid in August 2014 with award and notice to proceed to be issued in spring 2015 to
meet the requirements of the Crenshaw/LAX Transit Project schedule.
The solicitation process has been completed. The low-bid price proposals for the final design and
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construction component have been received and resulted in a $22.0 million higher forecast for the life
-of-project budget, despite a highly competitive procurement. Based on results of the procurement
and relative distribution of bids, staff believes the bids are representative of current market conditions
and that a rebid would not result in a more competitive outcome. Moreover, delays to the Southwest
Yard award could impact interface with the Crenshaw/LAX contract and accommodations for the new
96t" Street Station. This report recommends adopting a total life of project budget with required
additional funding and recommends award of Contract No. C0991 for the base scope, provisional
sums, and two of seven options included in the contract price proposal.
DISCUSSION
Project Description
The Division 16: Southwestern Yard Project is a new Metro Light Rail Vehicle (LRV) operations and
maintenance facility to be constructed within an approximate 18-acre site located in the City of Los
Angeles. The site is bounded by Arbor Vitae Street to the north, Neutrogena Corporation to the west,
industrial buildings and warehouses to the south, and the Crenshaw/LAX Transit Project tracks to the
east. The Southwestern Yard will be connected to the mainline tracks by two at-grade connections.
The Southwestern Yard is intended to support the Crenshaw/LAX Transit Project and provide LRV
transportation maintenance and storage functions, current use and future expansion for Metro
Crenshaw/LAX Project and Metro Green Line LRV fleet. The Southwestern Yard incorporates LRV
and related equipment storage, and service, inspection and maintenance inclusive of LRV cleaning,
LRV washing, LRV blowdown, LRV heavy repairs, LRV body repair, and LRV painting. The base
scope includes construction and storage of up to 48 LRVs with contract options for construction and
storage of an additional 22 LRVs.
Background
The Board in December 2010 adopted a Maintenance Facility Consolidated Development Strategy
for the Crenshaw/LAX transit Project, Metro Green Line and its related extensions. Subsequently, in
April 2011, the Board adopted the Arbor Vitae/Bellanca site near LAX as the Locally Preferred
Alternative Maintenance Facility Site. In July 2011, the Board approved the borrowing of funds
planned for specified heavy rail capital improvements to accelerate capital funding for light rail yards
and facilities.
The estimated cost in year of expenditures dollars for the Southwestern Yard Project was $285.2
million with a cost allocation of 49% for Crenshaw/LAX Transit Project and 51 %for the associated
Green Line related extensions. In addition, a paint and body shop is included in the base scope of
work for Contract C0991 but is funded outside the life of project budget requested in this Board
action.
The award value for Contract C0991, combined with other project costs such as right-of-way,
engineering and contract administrative costs, is $22.0 million or 8% higher than what was originally
estimated for the project budget. A life of project budget of $307.2 million is therefore required to be
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adopted by the Board to award the design-build Contract C0991.
Recommendation A is to fund the cumulative Division 16: Southwestern Yard Project Life-of-Project
budget increasing the cost estimate basis by $22.0 million from $285.2 million to $307.2 million as
per the Attachment BFunding/Expenditure Plan. Of the total $307.2 million, $150.2 million is funded
in the Crenshaw/LAX Transit Project life of project budget which includes the original 49% allocation
amount of $139.4 million plus a new $10.8 million reduction from the Crenshaw/LAX Transit Project
contingency line item in the budget. We do not propose to increase the Life-of-Project budget for the
Crenshaw/LAX Transit Project at this time. The 51 %share associated with future Green Line related
extensions in an amount of $145.8 million will be increased by $11.2 million for a new total of $157.0
million. Please see the Planning and Programming report on its May 2015 agenda for more
information about policy changes and funding strategies to identify this $11.2 million.
Recommendation B is for the award of the base project plus two of seven options. The base project
covers all scope including provisional sums that are required to be funded at the initial award. The
two options to be executed at award are for a wheel truing machine and a base platform 200 foot
canopy. As a cost savings measure, options for additional storage track, test track and cleaning
platform extensions were not accepted.
DETERMINATION OF SAFETY IMPACT
This Board action will not have an impact on established safety standards.
FINANCIAL IMPACT
The funding of $27,964,617 is included in the FY15 budget under Project 860003(Southwestern
Yard Project), in Cost Center 8510 (Construction Project Management). Since this is a multi-year
capital project, the Executive Director, Engineering and Construction, will be responsible for
budgeting in future years.

Impact to Budget
The sources of funds for this project are capital funds identified in the proposed life-of-project budget
shown in Attachment BFunding/Expenditure Plan. These funds include Measure R, which requires
an analysis pursuant to the Unified Cost Management Process and Policy for Measure R Projects
(Attachment C). In the analysis, the Crenshaw/LAX Transit Project contingency will absorb the $10.8
million as described above. We then recommend that the remaining $11.2 million ~~d- be paid from
future ~sjec
-~s-funds ciih°°^* *^'~^°° freed-up by better managinq the costs and new
revenues secured for the entire Metro capital program, as discussed in Attachment C and as
revised herein.
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ALTERNATIVES CONSIDERED
With the low bid price significantly higher than independent cost estimate, staff evaluated the two
options of rebidding and significantly de-scoping the project. With a recovering economy and rising
construction cost indices, there would be no assurance of receiving a better price given the
competitiveness of the bids received. Furthermore, the project has previously undergone a value
engineering process and was specified in conformance with minimum criteria. Significant de-scoping
of the project would necessitate removal of essential services from the facility and would not then be
in conformance with design criteria.
Additionally, the Crenshaw/LAX Transit Project has reached a critical stage where design
coordination with the Southwestern Yard design team has become critical. Rebidding or postponing
award will introduce additional cost and schedule risks to both projects. Given these factors, it is
recommended that the Board proceed with award of this contract..
NEXT STEPS
Upon approval, Metro will issue a notice to proceed to the contractor once bonds and insurance
requirements are submitted and administrative paperwork, including a job plan, have been received
from the contractor. Meetings will be held with the contractor to ensure early submittals such as
quality assurance and safety plans are submitted on time.
ATTACHMENTS
A.
B.
C.

Procurement Summary
Funding/Expenditure Plan
Measure R Unified Cost Management Process and Policy Analysis

Prepared by:
Charles Beauvoir, Deputy Executive Officer and Project Director, Executive Office, Project
Management(323)903-4113
Gary Baker, Deputy Executive Officer, Project Manager (213)922-7221
Tim Lindholm, Executive Officer, Project Management(213)922-7297
David Yale, Managing Executive Officer, Countywide Planning &Development
(213)922-2469
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Martha Welborne, FAIA
Chief Planning Officer

Ivan Page
Interim Executive Director, Vendor/Contract Management

~ ~~ ~
Bryan Pe nington
Executive Director, Engineering and Construction

Phillip .Washington
Chief Executive Officer
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ATTACHMENT A

PROCUREMENT SUMMARY
DIVISION 16: SOUTHWESTERN YARD/CONTRACT NO. C0991
1.
2.
3.
4.

5.

6.
7.

Contract Number: C0991
Recommended Vendor: Hensel Phelps/Herzo JV
Type of Procurement (check one): ~ IFB ❑ RFP ❑ RFP—A&E
❑ Non-Competitive ❑Modification ❑Task Order
Procurement Dates:
A. Issued: Au ust 29, 2014
B. Advertised/Publicized: Au ust 30, 2014
C. Pre-Bid Conference &Site Visit: Occurred on October 1, 2015
D. Proposals/Bids Due: Januar 22, 2015
E. Pre-Qualification Completed: April 24, 2015
F. Conflict of Interest Form Submitted to Ethics: April 15, 2015
G. Protest Period End Date: June 2, 2015
Bids/Proposals Received:
Solicitations Picked up/Downloaded:
Five (5) Bids were received -1 bid was
96 IFB packages were issued.
withdrawn.
Telephone Number:
Contract Administrator:
213-922-2516
Arlene Blazevic
Telephone Number:
Project Manager:
213-922-7297
Timoth Lindholm

A. Procurement Background
This Board Action is to approve the award of Contract No. C0991-Division 16:
Southwestern Yard issued in support of the Crenshaw/LAX Transit Corridor Project
and to provide Light Rail Vehicle (LRV)transportation maintenance and storage
functions for Metro's fleet.
A Two-Step IFB for adesign-build delivery was issued in accordance with Metro's
Acquisition Policy and the contract type is a firm fixed price. The Invitation for Bid
(IFB) No.00991 was issued on August 29, 2014. The notice requesting bids was
published in several newspapers of general circulation on August 30, 2014. In
addition, the IFB was also posted on Metro's website and notice of availability
postcards were mailed to potential bidders.
A Pre-Bid Conference was held on October 1, 2014, in the Board Room with onehundred fifty-four (154) representatives from various firms in attendance. A Site
Visit followed the Pre-Bid Conference; Metro provided transportation to the site.
Preceding the Pre-Bid Conference there was a successful "Meet the Primes" event.
During the solicitation phase there were ninety-six (96) IFB packages issued.
There were three-hundred seventy-one (371) questions asked by the bidders. A
total of seven (7) Amendments were issued as listed:

Amendment No. 1, issued on September 19, 2014, added a Past
Performance Questionnaire and revised the Letter of Invitation for Bids;
Amendment No. 2, issued on October 24, 2014, revised Invitation for Bids,
Article 1-Contract Documents Order of Precedence, SP-24 Safety's First
Incentive Program, SP-58 Disputes Review Board, CP-2 Progress Payment,
Instruction to Bidders, Technical Evaluation Criteria, Supplemental
Instructions to Bidders, Proposed List of Subcontractors, Suppliers and Lower
Tier Subcontractors and Suppliers, Bid Letter, Schedule of Quantities and
Prices, Design-Build Requirements and the bid due date was extended to
December 11, 2014;
Amendment No. 3, issued on November 25, 2014, revised the Invitation for
Bids, SP-06 Insurance Requirements, SP-26 LACMTA Furnished Permits,
SP-58 Dispute Review Board, Key Personnel Requirements,-Bidders Past
Performance, Step-Two Price Bid Requirements, Technical Evaluation
Criteria, DBE Instructions to Bidders and Design/Build Forms, Schedule of
Quantities and Prices and the bid due date was extended to January 8, 2015;
Amendment No. 4, issued on December 18, 2014, revised the Table of
Contents, Invitation for Bids, Article V-Contract Term and Period of
Performance, Article VI-Option, SP-11 Liquidated Damages, Supplemental
Instructions and Design Build Requirements-Appendix C and Specification
Sections 015719-Temporary Environmental Controls and 017145-New Utility
Services, the bid due date was extended to January 22, 2015;
Amendment No. 5, issued on January 12, 2015, revised GC-32 Basis for
Establishing Costs Associated with a Change, Subcontractor Costs, GC-35
Disputes, SP-01 Disadvantages Business Participation, SP-58 Disputes
Review Board, Appendix G-Disputes Review Board Three Part Agreement,
Appendix H-Certificate of Impartiality, Instruction to Bidders-Bid Content and
Prime Contractors Expertise and Experience, and Step-One Technical
Requirements, Technical Evaluation and Schedule of Quantities and Prices,
also added Design-Build Requirements;
Amendment No. 6, issued on February 27, 2015, modified certain portions of
Section 3 Instruction to Bidders which were relied upon to determine the
responsibility of Bidders. This action was taken to clarify Metro's
determination of Bidder qualifications to assure that bidder responsibility
could be determined up to the time of award. Prior to the amendment, all
Bidders were found to have not met at least one element of the minimum
qualifications. The amendment allowed Bidders the opportunity to clarify their
ability to meet the contract requirements and be determined responsible
Bidders; and
Amendment No. 7, issued on March 11, 2015, revised the Project Labor
Agreement and Construction Careers Policy to include Local Targeted
Worker Program and required bidders to submit a bid letter acknowledging
receipt of Amendment #6 & #7.
A total of five (5) Bids were received on January 22, 2015. Upon receipt of the bids
Metro conducted a thorough review of the step-one bids to evaluate technical
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acceptability after the technical bids were updated in response to Amendments 6 &
7. The price bids, of those technical bids determined to be acceptable, were
opened March 25, 2015. Prior to the completion of the step-one bid evaluation one
(1) bidder withdrew their bid due to changes within their joint venture.

B. Evaluation of Bids
A Proposal Evaluation Team (PET) consisting of executive staff from Transit
Projects Delivery, Rail Wayside Systems and Project Management was convened
and conducted a comprehensive technical evaluation of the step-one technical bids
received. The price bids of those that were found to be technically acceptable and
responsible were opened on March 25, 2015, and the bid results are shown below.
The firm recommended for award, Hensel Phelps/Herzog JV, was found to be in full
compliance with the bid requirements.

1.
2.
3.
4.

Pro oser Name
Hensel Phel s/Herzo JV
Balfour Beatt /Kem Bros JV
Walsh
OHL USA Inc.

Price Bid Amount
$181,486,688
$183,747,460
$198,929,000
$214,242,740

All bidders are deemed to be technically acceptable, all are reputable firms in the
industry, in good standings, licensed, bonded, insured and no debarment issues.

C. CostlPrice Analysis
The four price bids are demonstrative of adequate price competition, and the narrow
spread of just 18% between the bid prices also demonstrates the current market
conditions and associated risks for this contract. The recommended bid is fair and
reasonable, based upon adequate price competition and selection of the lowest
price responsive and responsible bidder, even though the total bid price is 24.7%
higher than the Metro Independent Cost Estimate (ICE). The disparity between the
bids received and the ICE may be attributed to current construction market and
inherent risks associated with adesign/build project of this size, location, and
complexity. Without significant changes to the project delivery method and scope of
work a rebid would not likely reduce the contract price to Metro. Rather, Metro could
lose bidders and bids might come back again at the same or greater prices due to
the potential lack of competition.
Proposer Name

1. Hensel Phelps/Herzog JV

Division 16: Southwestern Yard

Total
Evaluated
Bid Amount
$181,486,688

Metro ICE

$145,558,815

Negotiated
or NTE
amount
n/a
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The recommended contract award price is $172,312,697. The recommended
contract award does not include delay compensation and options that are not being
exercised, which were included in the Total Evaluated Bid Amount for determining
the lowest bid price.

D. Background on Recommended Contractor
The recommended firm, Hensel Phelps/Herzog JV has over 280 Design-Build
projects totaling more than $22 billion. Hensel Phelps the principal in this joint
venture is located in Irvine, California and has multiple locations nationwide. They
have been in business for sixty (60) years, is an industry leader in General
Contracting, specializing in design-build and design-bid-build. Hensel Phelps is an
employee-owned general contracting firm with more than 2,000 employees and with
annual revenue nearly $3 billion. Hensel Phelps has a continuous presence in
Southern California's construction industry for over 27 years. Hensel Phelps has
constructed notable projects, in transportation, healthcare, higher education,
hospitality, laboratories and government projects.

E. Small Business Participation - Design
The Diversity and Economic Opportunity Department(DEOD)established a Race
Conscious Disadvantaged Business Enterprise(RC DBE)goal of 20%for Design.
Hensel Phelps/Herzog JV met the goal and made a 20.93% DBE commitment.
SMALL
BUSINESS
GOAL

DBE
20%

DBE Subcontractors

1. JCE Structural Engineering
Grou
2. Bobb Knox Architect
3. V&A, Inc.
4. SKA Desi n
5. JCE Structural Engineering
Grou .Site Re
6. RAW International, Inc
7.
ICI En ineers, Inc.
8.
RSE Associates, Inc.

Division 16: Southwestern Yard

SMALL BUSINESS
COMMITMENT

DBE
20.93%

Ethnicity (only
Applicable for
DBE Contract
Hispanic American

%Committed

His anic American
His anic American
Hispanic American
His anic American
Asian Pacific
American
Asian Pacific
American
Total Commitment

2.06%
0.29%
10.17%
0.37%
5.37%
0.88%
1.52%
0.27%
20.93%
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Small Business Participation - Construction
The Diversity and Economic Opportunity Department(DEOD)established a RC
DBE goal of 16% for Construction. Hensel Phelps/Herzog JV made a 16% RC DBE
commitment. To be responsive to DBE requirements, Hensel Phelps was required
to identify all known DBE subcontractors at time of bid. Hensel Phelps listed ten
known DBE firms as noted below, with commitments totaling 10.10%. In addition,
Hensel Phelps was required to submit a DBE Contracting Plan identifying
construction opportunities to meet its DBE commitment. Hensel Phelps must
update its Contracting Plan monthly, as contract work is bid and awarded to DBE
firms. DEOD reviewed and approved the Contracting Plan submitted by Hensel
Phelps, which included a 16% RC DBE commitment for construction and identified
35 scopes of work for DBE subcontracting opportunities.
SMALL
BUSINESS
GOAL

CBE
16 /o

Known DBE Subcontractors
(Construction)
1.
2.
3.
4.
5.
6.
7.
8.
9.

EW Cor oration
Perez Construction
Su erior Fire, Inc.
DSG Mechanical Cor oration
Lumas Air, Inc.
Certified Air Balance Company,
Inc.
G&C Equipment Corporation
HVACEui
Global Electric
G&C Equipment Corporation
Li htin Materials

10.
AJK Communications
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SMALL
BUSINESS
COMMITMENT
Ethnicity (only
Applicable for
DBE Contract
His anic American
His anic American
His anic American
His anic American
African American
Hispanic American

DBE
16 /o

%Committed

2.66%
0.83%
0.57%
0.51
0.20%
0.02%

African American
His anic American
African American

0.11%
0.06%
1.28%

Subcontinent
Asian American
Total Commitment

3.86%
10.10%
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F. Project Labor Agreement/Construction Careers Policy(PLA/CCP)
This procurement, while federally-funded, will be subject to the Local Hire Program
of Metro's PLA/CCP. In September 2011, the Metro Board of Directors adopted a
policy position that added reforming federal local hire rules to our Agency's
successful America Fast Forward Initiative. In December 11, 2014, Congress
adopted a Consolidated Appropriations Bill for Federal Fiscal Year 2015 (Public Law
No. 113 -235) that included language from The Local Hire Act authored by
Congresswoman Karen Bass(D-CA) on November 22, 2013. On February 9, 2015,
the Federal Transit Administration released its Federal Fiscal year apportionments
in the Federal Register outlining how it intends to allow geographic hiring
preferences in construction contracts that are advertised or awarded in Federal
Fiscal Year 2015, which ends on September 30, 2015. This Local Hire Program
requires that contractors commit to meet the following hiring goals for this
construction contract:

Local Hiring Goals
Community /Local Area
Worker Goal
40%

Apprentice Worker
Goal
20%

Disadvantaged Worker
Goal
10%

&

G. All Subcontractors Included with Recommended Contractor's Bid
Services Provided
Subcontractor
Heating, Air Conditioning and
Ventilation (HVAC)Systems and
Controls
1. ACCO En ineered S stems, Inc.
Plumbin and Mechanical Pi in
2. All Area Plumbin ,Inc.
Structural Steel Fabrication
3. EW Cor oration
Lead Design Firm (Structural
Industrial En ineerin
4. Gannett Flemin ,Inc.
En ineerin Services
Professional
5. Glumac
Plumbin and Process Desi n
6. ICI En ineers, Inc.
Electrical Construction &Low Voltage
S stem
7. D nalectric
Framing, Drywall, Acoustical Ceiling
and Fire Proofing
8. Perez Construction
Fire Sprinkler Systems
9. Su erior Fire Inc.

Division 16: Southwestern Yard
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ATTACHMENT B
Funding /Expenditure Plan
(Dollars in Millions)

Prior

CapitalProjed

FY15

FY16

FY18

FY17

FY19

Total

~ of
Total

Uses of Funds
Construction

0.0

8.6

40.1

51.1

48.0

26.1

173.9

57%

Right-of-Way

81.7

12.5

5.8

0.0

0.0

0.0

100.0

33%

Professional5ervices

1.1

4.4

2.1

3.0

2.8

2.8

16.2

5%

Project Contingency

0.0

1.4

4.2

6.3

4.3

0.9

17.1

6%

82.8

26.9

52.2

60.4

55.1

29.8

307.2

100%

48.8

15.3

32.2

38.9

4.2

1.1

3.3

2.2

2.2

2.0

10.8

3.4

8.5

9.1

2.5

5.8

41.0

Project Cost Total

Sources of Funds
Crenshaw/LAX Project Budget Measure R 35%
Crenshaw/LAX Additional from Project
ContingencyMeasure R 35%
Green Line Existing -Other/Flex

11.7

Airport Metro Connector Project Budget
- Measure R 35%

Z0.0

South Bay Green Line -Other/Flex

2.3

139.4

20.0
7.1

8.2

16.3

10.2

3.9

48.0
18.1

Unallocated - Measure R 2%

18.1

Unallocated -Other/Flexible Funds
(e.g., Prop A 35% or other)

11.8

18.1

29.9

55.1

29.8

307.2

Total Project Funding

Project
Crenshaw
Green Existing(More Serv.)
Green/LAX
Green/So. Bay Ph. 1
Unallocated

60.4

Z6.9

%
49%
13%
7%
16%

$ (millions)
$150
$41
$20
$48

Fund Type
Measure R 35%
Other/Flexible
Measure R 35%
Other/Flexible

16%

$18

Measure R 2%

$30

Other/Flexible

100%

$307

Unallocated
Total Project Funding

52.2

$Z $

Any minor total differences in the tables are a result of rounding.

ATTACHMENT C

ANALYSIS OF UNIFIED COST MANAGEMENT PROCESS AND POLICY FOR
MEASURE R PROJECTS
Introduction

The Measure R Cost Management Process and Policy (the Policy) was adopted by the
Metro Board of Directors in March 2011. The Policy caps Measure R project funding at
the amounts in the Expenditure Plan approved by voters. The intent of the Policy is to
inform the Metro Board of Directors regarding potential cost increases to Measure Rfunded projects and the strategies available to close any funding gaps.
The Southwestern Yard Project Life-of-Project budget requires an increase in cost of
$22.0 million, from $285.2 million to $307.2 million. This Measure R project is subject
to this policy analysis. To increase Southwestern Yard Project Life-of-Project budget,
the Board's Policy calls for approval of an action plan to address the increase at the
project level, i.e. with value engineering, scope reductions, local contributions, corridor
and/or sub-regional contributions, prior to using countywide resources, as described
below.
Measure R Cost Management Policy Summary
The adopted Policy stipulates the following:
If a project increase occurs the LACMTA Board of Directors must approve a plan of
action to address the issue prior to taking any action necessary to permit the project to
move to the next milestone. Increases will be measured against the 2009 Long Range
Transportation Plan (LRTP) as adjusted by subsequent actions on cost estimates taken
by the LACMTA Board of Directors. With certain exceptions, shortfalls will first be
addressed at the project level prior to evaluation for any additional resources using
these methods in this order:
1)
2)
3)
4)
5)
6)

Value engineering and/or scope reductions;
New local agency funding resources;
Shorter segmentation;
Other cost reductions within the same transit corridor or highway corridor;
Other cost reductions within the same sub-region; and finally,
Countywide transit and highway cost reductions and/or other funds will be sought
using pre-established priorities.

The policy was amended in January 2015 to establish Regional Facility Areas at Ports,
airports and Union Station; and states that any:

"...capital project cost increases to Measure R funded projects within the
boundaries of these facilities are exempt from the corridor and subregional cost
reductions. Cost increases regarding these projects will be addressed from the
regional programs share."
The Southwestern Yard Project falls within the Regional Facility Area due to its
proximity to LAX.
Value Engineering and/or Scope Reductions
Recommendation B in the Board Report is for the award of the base project plus two of
seven options. The base project covers all scope including provisional sums that are
required to be funded at the initial award. The two options to be executed at award are
for a wheel truing machine and a base platform 200 foot canopy. As a cost savings
measure and scope reduction, options for additional storage track, test track and
cleaning platform extensions were previously studied in the value engineering process
and were not included.
New local agency fundingresources
As this yard serves several rail lines with previously negotiated local funding
contributions, additional local agency funding resources are not appropriate. Instead,
the Countywide Light Rail Yard Cost Allocation("Allocation Plan") approved by the
Board in July 2011 and proposed for amendment this month should be used to interpret
cost sharing by the affected projects.
Shorter Segmentation
Shorter segmentation does not apply to maintenance yards. Significant size changes to
the Yard could increase engineering costs and could also require Metro to prepare a
supplemental Environmental Impact Statement/ Environmental Impact Report(EIS/EIR)
resulting from significant project changes. The Yard, which originally had a proposed
ultimate build-out capacity of 81 cars, reduced the initial build out to a storage capacity
of up to 48 cars for cost savings with an ultimate build-out capacity of 70.
Other Cost Reductions within the Same Transit Corridor
This maintenance yard serves several transit corridors, and is exempted from this step
by the policy due to its proximity to LAX.
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Other Cost Reductions within the Same Sub-region
Pursuant to the Allocation Plan, the Crenshaw/LAX Transit project shares 49% of the
project cost. Based on that share, there is an increase in total share to $150.2 million
of the Life-of-Project budget of the proposed $307.2 million total. This results in a
$10.8 million difference, which will be taken as a reduction in the project contingency.
The remaining $11.2 million (51 %share of the cost increase) is exempted from subregional cost reductions by the policy due to its proximity to LAX.
Countywide Cost Reductions
For Countywide cost reductions, +Hn
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^,.r^°~ +h° Q^°r,~ ^^.,',~ ~'~^ ^^„~;,~^r we recommend that the Metro Board of
Directors focus on tighter management of costs and new revenues in both the
Metro Capital budget and the Metro operational budget going forward, as described
below.

Metro Capital Budget
In the category of Countywide Cost Reductions, Metro could look to its own capital
projects for reallocation of funds from the LRTP, utilizing funds from the remaining
Measure R transit capital projects that are not yet under construction, savings or from
other reductions in existing project scope. Other examples include vehicle
purchase, state of good repair or facilities improvements in either bus or rail or both.
The staff recommends against deferring these capital maintenance projects as safety
and or reliability problems often follow from such poor practices.
The Metro Board of Directors should also focus anv new State or Federal grant
programs towards existing LRTP commitments to free-up anv existing capital
resources we have to address the shortfall we are forecasting in the capital
program.
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Metro Operational Budget
Budgeting flexible funding has trade-off and policy considerations. Currently, all of
Metro's projected flexible funding resources through the life of the project are
forecasted for other uses in the LRTP. Possible budget trade-offs include transit
service cuts, labor efficiencies, or fare increases.
If unrestricted flexible funds are redirected to the Southwestern Yard, then the following
specific fund uses could be affected:
• Proposition A 35% or Proposition C 40% direct revenues would require the
Board to consider where to defer other capital improvements or reduce transit
service, unless new grant program funds can be found to free-up these
resources instead.
• General Fund Sale/Leaseback funds are usually used to cover certain
transactional costs and replacement of leased rolling stock over the leased term.
• Farebox revenue is used to partially fund the costs of providing bus and rail
service. A service reduction would mean reduced costs, but a projected deficit in
2016 would mean that the revenue may not be freed up by such service
reductions. Use of these funds would only be possible if a greater fare increase
or service reduction is approved.
• Enterprise Fund advertising revenues are usually used for transit operations and
therefore have the same issue as the fare revenues.
With the exception of fare increases and new grant funds, we do not recommend
these options due to their impact on the operation of transit services.
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