Metro

Los Angeles County Metropolitan Transportation Authority
One Gateway Plaza
3rd Floor Board Room

Metro
Agenda - Final

Wednesday, June 19, 2019
12:00 PM

One Gateway Plaza, Los Angeles, CA 90012,
3rd Floor, Metro Board Room

Finance, Budget and Audit Committee

Kathryn Barger, Chair
Paul Krekorian, Vice Chair
John Fasana
Ara Najarian
Mark Ridley-Thomas
John Bulinski, non-voting member

Phillip A. Washington, Chief Executive Officer




METROPOLITAN TRANSPORTATION AUTHORITY BOARD RULES
(ALSO APPLIES TO BOARD COMMITTEES)

PUBLIC INPUT

A member of the public may address the Board on agenda items, before or during the Board or
Committee’s consideration of the item for one (1) minute per item, or at the discretion of the Chair. A
request to address the Board should be submitted in person at the meeting to the Board Secretary.
Individuals requesting to speak on more than three (3) agenda items will be allowed to speak up to a
maximum of three (3) minutes per meeting. For individuals requiring translation service, time allowed will
be doubled.

Notwithstanding the foregoing, and in accordance with the Brown Act, this agenda does not provide an
opportunity for members of the public to address the Board on any Consent Calendar agenda item that
has already been considered by a Committee, composed exclusively of members of the Board, at a
public meeting wherein all interested members of the public were afforded the opportunity to address the
Committee on the item, before or during the Committee’s consideration of the item, and which has not
been substantially changed since the Committee heard the item.

The public may also address the Board on non-agenda items within the subject matter jurisdiction of the
Board during the public comment period, which will be held at the beginning and/or end of each meeting.
Each person will be allowed to speak for up to three (3) minutes per meeting and may speak no more
than once during the Public Comment period. Speakers will be called according to the order in which
the speaker request forms are received. Elected officials, not their staff or deputies, may be called out of
order and prior to the Board’s consideration of the relevant item.

In accordance with State Law (Brown Act), all matters to be acted on by the MTA Board must be posted
at least 72 hours prior to the Board meeting. In case of emergency, or when a subject matter arises
subsequent to the posting of the agenda, upon making certain findings, the Board may act on an item
that is not on the posted agenda.

CONDUCT IN THE BOARD ROOM - The following rules pertain to conduct at Metropolitan
Transportation Authority meetings:

REMOVAL FROM THE BOARD ROOM The Chair shall order removed from the Board Room any
person who commits the following acts with respect to any meeting of the MTA Board:

a. Disorderly behavior toward the Board or any member of the staff thereof, tending to interrupt the due
and orderly course of said meeting.

b. A breach of the peace, boisterous conduct or violent disturbance, tending to interrupt the due and
orderly course of said meeting.

c. Disobedience of any lawful order of the Chair, which shall include an order to be seated or to refrain
from addressing the Board; and

d. Any other unlawful interference with the due and orderly course of said meeting.

INFORMATION RELATING TO AGENDAS AND ACTIONS OF THE BOARD

Agendas for the Regular MTA Board meetings are prepared by the Board Secretary and are available
prior to the meeting in the MTA Records Management Department and on the Internet. Every meeting of
the MTA Board of Directors is recorded on CD’s and as MP3’s and can be made available for a nominal
charge.




DISCLOSURE OF CONTRIBUTIONS

The State Political Reform Act (Government Code Section 84308) requires that a party to a proceeding
before an agency involving a license, permit, or other entittement for use, including all contracts (other
than competitively bid, labor, or personal employment contracts), shall disclose on the record of the
proceeding any contributions in an amount of more than $250 made within the preceding 12 months by
the party, or his or her agent, to any officer of the agency, additionally PUC Code Sec. 130051.20
requires that no member accept a contribution of over ten dollars ($10) in value or amount from a
construction company, engineering firm, consultant, legal firm, or any company, vendor, or business
entity that has contracted with the authority in the preceding four years. Persons required to make this
disclosure shall do so by filling out a "Disclosure of Contribution" form which is available at the LACMTA
Board and Committee Meetings. Failure to comply with this requirement may result in the assessment
of civil or criminal penalties.

ADA REQUIREMENTS

Upon request, sign language interpretation, materials in alternative formats and other accommodations
are available to the public for MTA-sponsored meetings and events. All requests for reasonable
accommodations must be made at least three working days (72 hours) in advance of the scheduled
meeting date. Please telephone (213) 922-4600 between 8 a.m. and 5p.m., Monday through Friday.
Our TDD line is (800) 252-9040.

LIMITED ENGLISH PROFICIENCY

A Spanish language interpreter is available at all Committee and Board Meetings. All other languages
must be requested 72 hours in advance of the meeting by calling (213) 922-4600 or (323) 466-3876.

323.466.3876 x2

Espariol

323.466.3876 x3
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HELPFUL PHONE NUMBERS

Copies of Agendas/Record of Board Action/Recordings of Meetings - (213) 922-4880 (Records
Management Department)

General Information/Rules of the Board - (213) 922-4600

Internet Access to Agendas - www.metro.net

TDD line (800) 252-9040

NOTE: ACTION MAY BE TAKEN ON ANY ITEM IDENTIFIED ON THE AGENDA
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Committee

CALL TO ORDER

ROLL CALL

9.

10.

1.

SUBJECT: FISCAL YEAR (FY) 2016-2018 TRIENNIAL PERFORMANCE 2019-0426
REVIEW REPORT

RECOMMENDATION

RECEIVE AND FILE the:

A. FY 2016-2018 Triennial Performance Review of Los Angeles County
Transit Operators and Metro Operations; and

B. FY 2016-2018 Triennial Performance Review of the Los Angeles County
Metropolitan Transportation Authority (Metro) as the Regional
Transportation Agency (RTPA).

Attachments: Attachment A - FY2016-2018 Triennial Performance Review Executive Summar

Attachment B - FY2016-18 Performance Review

SUBJECT: HIGHLAND PARK BUSINESS IMPROVEMENT DISTRICT 2019-0246
RECOMMENDATION

AUTHORIZE the Chief Executive Officer (CEQ) to sign the Petition to establish
the Highland Park Business Improvement District (BID) for a period of five
years commencing January 1, 2020 through December 31, 2024, for an
estimated amount not to exceed $9,239 over the life of the BID renewal.

Attachments: Attachment A - Map of Highland Park BID

Attachment B - Highland Park BID Renewal Documents

Attachment C - Guidelines on BID Participation

SUBJECT: INFORMATION TECHNOLOGY SERVICES BENCH 2019-0293
RECOMMENDATION

AUTHORIZE the Chief Executive Officer to:

A. INCREASE authorized funding in the amount of $13 million for the
Information Technology Services Bench (IT Bench) to perform information
technology support services on an as-needed task order basis with
multiple approved firms (see Attachment C) increasing the cumulative total
authorized funding from $17 million to $30 million; and

B. AWARD and EXECUTE task orders for a not to exceed amount of $30
million.
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Committee
Attachments: Attachment A - Procurement Summary
Attachment B - Contract Modification Change Order Log
Attachment C - Firms by Discipline
Attachment D - List of Task Orders and Values
Attachment E - DEOD Summary
12. SUBJECT: FY20 AUDIT PLAN 2019-0254
RECOMMENDATION
ADOPT the FY20 Proposed Audit Plan.
Attachments: Attachment A - FY20 Audit Plan
13. SUBJECT: EXCESS LIABILITY INSURANCE PROGRAM 2019-0182
RECOMMENDATION
AUTHORIZE the Chief Executive Officer to negotiate and purchase Public
Entity excess liability policies with up to $300 million in limits with an $8 million
self-insured retention at a cost not to exceed $6.9 million for the 12-month
period effective August 1, 2019 to August 1, 2020.
Attachments: Attachment A - Options, Premiums and Loss History
Attachment B - Proposed Carriers & Structure
14. SUBJECT: FISCAL YEAR 2020 TRANSIT FUND ALLOCATIONS 2019-0243

RECOMMENDATION

CONSIDER:

A. APPROVING $2.4 billion in FY20 Transit Fund Allocations for Los Angeles
County jurisdictions, transit operators and Metro operations as shown in
Attachment A. These allocations comply with federal, state and local
regulations and LACMTA Board approved policies and guidelines;

B. APPROVING fund exchange of Federal Section 5307 discretionary funds
awarded to the Southern California Regional Transit Training Consortium
(SCRTTC) through Long Beach Transit in the amount of $300,000 with
Metro’s TDA Article 4 allocation;

C. APPROVING fund exchanges in the amount totaling $13.8 million of
Metro’s Federal Section 5307 share with Municipal Operators’ shares of
Federal Sections 5337 and 5339;

D. AUTHORIZING the Chief Executive Officer to adjust FY20 Federal Section
5307 (Urbanized Formula), Section 5339 (Bus and Bus Facilities) and
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Section 5337 (State of Good Repair) allocations upon receipt of final

apportionments from the Federal Transit Authority and amend FY20 budget

as necessary to reflect the aforementioned adjustment;

E. AUTHORIZING the Chief Executive Officer to negotiate and execute all
necessary agreements to implement the above funding programs; and

F. ADOPTING a resolution designating Transportation Development Act
(TDA) and State Transit Assistance (STA) fund allocations are in
compliance with the terms and conditions of the allocations (Attachment C).

Attachments: Attachment A - FY20 Transit Fund Allocations

Attachment B - Summary of Significant Information, Methodologies and Assumg

Attachment C - TDA and STA Resolution

15. SUBJECT: LOCAL RETURN PROPOSITION C AND MEASURE R 2019-0366
CAPITAL RESERVE

RECOMMENDATION

AUTHORIZE the Chief Executive Officer to negotiate and execute all
necessary agreements between Los Angeles County Metropolitan
Transportation Authority (LACMTA) and the Cities for their Capital Reserve
Account as approved; and:

A. ESTABLISH Proposition C Local Return funded Capital Reserve Account
for the Cities of Bell, EI Monte, and South Gate; and

B. ESTABLISH Measure R Local Return funded Capital Reserve Account for
the Cities of El Monte and Glendale.

Attachments: Attachment A Project Summary for Proposed New Capital Reserve Accounts.pc
16. SUBJECT: TRANSPORTATION DEVELOPMENT ACT (TDA) ARTICLE 2019-0386
8 FUND PROGRAM
RECOMMENDATION
ADOPT:

A. Findings and Recommendations (Attachment A) for allocating fiscal
year (FY) 2019-20 Transportation Development Act (TDA) Article 8
funds estimated at $28,747,096 as follows:

1. Inthe City of Avalon, there are no unmet transit needs that are
reasonable to meet, therefore TDA Article 8 funds (Attachment B) in
the amount of $164,382 may be used for street and road projects, or
transit projects, as described in Attachment A;
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2.

In the Cities of Lancaster and Palmdale, there are no unmet transit
needs that are reasonable to meet. In the Cities of Lancaster and
Palmdale and the unincorporated portions of North County transit
needs can be met using other existing funding sources. Therefore,
the TDA Article 8 funds in the amount of $6,862,652 and $6,756,613
(Lancaster and Palmdale, respectively) may be used for street and
road purposes and/or transit, as long as their transit needs continue
to be met;

In the City of Santa Clarita, there are no unmet transit needs that are
reasonable to meet. In the City of Santa Clarita and the
unincorporated portions of the Santa Clarita Valley, existing transit
needs can be met through the recommended actions using other
funding sources. Therefore, TDA Article 8 funds in the amount of
$9,170,814 for the City of Santa Clarita may be used for street and
road and/or transit, as long as their transit needs continue to be met;

In the Los Angeles County Unincorporated areas of North County, the
areas encompassing both the Antelope Valley and the Santa Clarita
Valley, transit needs are met with other funding sources, such as
Proposition A and Proposition C Local Return. Therefore, TDA

Article 8 funds in the amount of $5,792,635 may be used for street
and road purposes and/or transit, as long as their transit needs
continue to be met; and

B. A resolution (Attachment C) making a determination of unmet public

transportation needs in the areas of Los Angeles County outside the
Metro service area.

Attachments: Attachment A - FY20 Proposed Findings and Recommendations

Attachment B - TDA 8 Apportionments FY19-20
Attachment C - FY2019-20 TD Article 8 Resolution
Attachment D - History and Definitions TDA 8

Attachment E - FY20 TDA Article 8 Public Hearingprocess

Attachment F - FY20 Summary of the Comments

Attachment G - Summary of Recommendations and Actions Taken FY20

Attachment H - Propsed Recommendation of SSTAC
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17. SUBJECT: ACCESS SERVICES PROPOSED FISCAL YEAR 2020 2019-0423
BUDGET
RECOMMENDATION
CONSIDER:

A. APPROVING local and federal funding request for Access Services
(Access) in an amount not to exceed $103,425,544 for FY20. This
amount includes:

e Local funds for operating and capital expenses in the amount of
$97,870,848;

e Local funds paid directly to Metrolink for its participation in Access’
Free Fare Program in the amount of $2,266,696;

e Programming of Federal Surface Transportation Block Grant (STBG)
Program funds for operating expenses in the amount of $3,288,000;
and

B. AUTHORIZING the Chief Executive Officer to negotiate and execute all
necessary agreements to implement the above funding programs.

Attachments: Attachment A - Access FY20 Budget

Presentation

SUBJECT: GENERAL PUBLIC COMMENT 2019-0468
RECEIVE General Public Comment

Consideration of items not on the posted agenda, including: items to be presented and (if
requested) referred to staff; items to be placed on the agenda for action at a future meeting of the
Committee or Board; and/or items requiring immediate action because of an emergency

situation or where the need to take immediate action came to the attention of the Committee
subsequent to the posting of the agenda.

COMMENTS FROM THE PUBLIC ON ITEMS OF PUBLIC INTEREST WITHIN COMMITTEE’S
SUBJECT MATTER JURISDICTION

Adjournment
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FINANCE, BUDGET AND AUDIT COMMITTEE
JUNE 19, 2019

SUBJECT: FISCAL YEAR (FY) 2016-2018 TRIENNIAL PERFORMANCE REVIEW REPORT
ACTION: RECEIVE AND FILE

RECOMMENDATION

RECEIVE AND FILE the:

A. FY 2016-2018 Triennial Performance Review of Los Angeles County Transit Operators and
Metro Operations; and

B. FY 2016-2018 Triennial Performance Review of the Los Angeles County Metropolitan
Transportation Authority (Metro) as the Regional Transportation Agency (RTPA).

ISSUE
The Transportation Development Act (TDA) requires Triennial Performance Reviews of Transit
Operators and RTPAs. The FY 2016-2018 Triennial Performance Review Report is completed and

the report presents the results of the review.

DISCUSSION

The California Public Utilities Code (PUC) Section 99246, included in the Transportation
Development Act (TDA), requires Metro to conduct an independent performance review of all Los
Angeles County Transit Operators receiving TDA Article 4 funds, as well as operators receiving
Proposition A funds in lieu of TDA funds. The TDA also requires that regional transportation planning
agencies (RTPAs) undergo an independent performance review, focusing particularly on the planning
roles. The review is conducted every three years, and Metro must send a Certificate of Completion
to the California Department of Transportation (Caltrans), so that Metro may receive and allocate
TDA and State Transit Assistance (STA) funds for Los Angeles County.

Under contract to Metro, the firm of BCA Watson Rice, LLP independently conducted the FY 2016-
2018 Performance Review of the Transit Operators, Metro Operations and Metro as the RTPA for Los
Angeles County. The following summarizes the scope of the review:

A. REVIEW OF LOS ANGELES COUNTY TRANSIT OPERATORS AND METRO OPERATIONS

Metro Page 1 of 4 Printed on 4/3/2022
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The following Los Angeles County transit operators were included in this review:

¢ Antelope Valley Transit Authority (AVTA)

e Arcadia Transit

¢ City of Redondo Beach - Beach Cities Transit

e Claremont Dial-A-Ride

e Commerce Transit

e Culver City Bus

e Foothill Transit

e GTrans

e LA County Metropolitan Transportation Authority Operations
e La Mirada Transit

e Long Beach Transit

e Los Angeles Department of Transportation (LADOT)
e Montebello Bus Lines

e Norwalk Transit System

e Santa Clarita Transit

e Santa Monica’s Big Blue Bus (BBB)

e Torrance Transit

e City of Burbank

e City of Glendale

e City of Los Angeles - Community DASH Services
e Pasadena Transit

The FY 2016-2018 Performance Review included all areas that the State mandates. Areas reviewed
were:

Verification of TDA data collection and reporting requirements;
Compliance with (PUC) requirements;

Progress in implementing prior review recommendations;
Review of TDA performance indicator trend analysis; and
High level functional area performance review.

In addition, operators’ data submitted for Metro’s Transit Performance Measurement Program (TPM)
was reviewed. The Metro uses the TPM data to allocate transit subsidy funds to Los Angeles County
Transit Operators, including Metro Operations.

B. REVIEW OF METRO AS THE REGIONAL TRANSPORTATION PLANNING AGENCY (RTPA)

The review of Metro as the RTPA included:

e Progress on implementing prior cycle review recommendations;
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Compliance with PUC requirements; and
Performance results for Metro as the RTPA

Progress on Implementing Prior Cycle Review Recommendations

The prior review of Metro as the RTPA included one recommendation. This recommendation has been implemented.

Compliance with PUC Requirements

The Metro is in full compliance with the applicable PUC requirements.

Performance Results for Metro as the RTPA

The review concluded Metro generally functioned in an efficient, effective, and economical manner during the triennial

period.

It is important to consider the accomplishments achieved by Metro during the three-year period covered by this Triennial
Performance Review. These accomplishments include:

Passage of Measure M with 71 percent of voters approving provided a strong show of faith in the future of
transportation in LA County and the public’s growing awareness of the need to build more transportation and
maintain our existing transit system.

Opening of the Expo and Gold Line light rail extensions.

Construction of the Purple rail line Section 2 and securing the full funding grant agreement.

Extension of the Silver bus line to San Pedro.

Adoption of the updated affordable housing joint development policy.

Launching of Metro’s Bike Share program.

Adoption of the 28 by 2028 transportation construction program and rail construction acceleration initiative.
Development of the unsolicited proposal policy.

Began development of Metro Transportation School, a four-year boarding prep school for disadvantaged youth.
Developed the First / Last mile policy.

Initiated the Nextgen schedule revision including significant market research, travel demand analysis using
location based and TAP fare data, and public outreach and input meetings.

Passage of SB 1 providing increased transportation funding.

Adopted goal of moving to zero-emission buses by 2030.

Revised the safety and security approach and structure for rail and bus lines.

Increased efforts to address the adverse impacts of homelessness on the rail system.

Initiated the update to the Long-Range Transportation Plan (LRTP).

Completed the Vision 2028 Strategic Plan.

Established the Public Private Partnership (P3) program and framework.

Began focusing on transit assets and state of good repair every year.

Negotiated all five labor union contracts and settled before contracts expired and have 5-year contracts instead of
three providing extended labor peace.

Developed a working group of larger municipal operators to work together to consolidate fare rules throughout the
region.

Working with municipal operators, developed the “Ridership Growth Action Plan” to review causes of ridership

Metro
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decline and develop strategies to address major factors.
e Developed a plan to shut down and rebuild Metro Blue Line.

The key findings of the FY 2016-2018 Metro as RTPA Triennial Performance Review are summarized in Attachment B.

FINANCIAL IMPACT
There are no financial or budget impacts as a result of this review.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

Recommendation supports strategic plan goals 4 and 5. Goal 4: Transform LA County through regional collaboration and
national leadership. Goal 5: Provide responsive, accountable, and trustworthy governance within the Metro organization.

NEXT STEPS

As required by PUC §99246, staff will transmit the FY 2016-2018 Triennial Performance Review reports to the State
Department of Transportation. Copies of the reports are available upon request.

ATTACHMENTS

Attachment A - FY2016-2018 Triennial Performance Review Executive Summary
Attachment B - FY2016-18 Performance Review

Prepared by: Armineh Saint, Senior Manager, Transportation Planning (213) 922-2369
Drew Phillips, Director, Budget (213)-922-2109

Reviewed by: Nalini Ahuja, Chief Financial Officer, (213) 922-3088

g

Phillip A. Washington \
Chief Executive Officer '
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Legislative Mandate

The California Public Utilities Code (PUC) Section 99246, included in the Transportation
Development Act (TDA), requires Metro to conduct an independent performance review
of all Los Angeles County Transit Operators receiving TDA Article 4 funds, as well as
operators receiving Proposition A funds in lieu of TDA funds. The review is conducted
every three years, and Metro must send a Certificate of Completion to the California
Department of Transportation (Caltrans), so that Metro may receive and allocate TDA
and State Transit Assistance (STA) funds for Los Angeles County.

The three-year period reviewed encompasses the period from July 1, 2015 through
June 30, 2018. The performance review included a review of the following:

e Compliance with PUC - ensuring compliance with applicable PUC requirements.

e Data Collection and Reporting - verification of TDA data collection and reporting
procedures.

e Prior Review Recommendations - reporting on implementation of the prior
triennial performance review recommendations.

e Performance Trends - summaries of performance indicators for the review
period.

e Functional Review - high-level review of key functional areas surveyed as part of
the process of conducting the review, resulting in suggestions for operational and
management improvements.

Municipal Operators

Summary of Key Findings

The municipal operators were generally in compliance with the requirements set forth in
the PUC. The most common compliance-related issues or issues in addressing prior
triennial performance review recommendations included the following:

e Data consistency — the consistency of data reporting was an issue for many of
the operators, but most of these issues related to timing differences in when
reports were submitted and definitional differences in how certain categories of
metrics were defined by the different agencies.

e Farebox Recovery Ratio — in prior reports, some municipal operators had
recommendations related to raising their farebox recovery ratio in lieu of using
local subsidies. However, in many instances, the municipal operators made a
policy decision not to raise bus fares in an effort to maintain affordable transit
options for their services.

BCA Watson Rice WR, LLP, Altmayer Consulting, Inc., SGN & Associates, LLC
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Key Challenges

The most common challenges faced by the municipal operators related to two key
issues:

Declining Fixed Route Ridership — over the last several years, most municipal
operators have experienced some level of decline in their fixed route ridership.
The general consensus on the reasons for the decline include increased car
ownership, easier access to drivers’ licenses, stable gas prices and increased
use of micro-transit options such as Uber and Lyft.

Challenges in Recruiting and Retaining Bus Operators — many municipal
operators indicated that in the current labor market, they have been experiencing
greater challenges in recruiting and retaining bus operators and, to a lesser
degree, bus maintenance staff.

Key Accomplishments

Each operator had their own unique set of accomplishments during the review period.
Listed below is one key accomplishment for each operator:

AVTA -- issued purchase orders for 80 new all-electric zero emission buses,
becoming the first transit agency in the United States to commit to an all-electric
fleet. The new buses will all be on site by the end of 2019.

Arcadia -- conducted a comprehensive review of its ridership from FY17 in an
effort to make adjustments to the newly implemented fixed route and demand
response system. Recommended changes to the system included schedule
modifications, bus stop relocations and additions, and route extensions.

Beach Cities Transit — added Beach Cities Transit general and senior/disabled
monthly passes to TAP and posted promotional information on the use of mobile
validators on fixed route services.

Burbank -- completed a comprehensive operational analysis. The report
provides a line-by-line analysis with recommendations for each route. The report
reviewed, among other things, ridership levels, running times, and on-time
performance.

Claremont -- underwent a comprehensive assessment of its services in FY17.
The goal of the assessment was to document the service characteristics of riders
and the nature of their trips, identify gaps in services, areas of unmet need or
latent demand.
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e Commerce -- added a new “Purple Route” during the review period which
operates Monday through Friday through the heart of the City serving shopping
areas, the Citadel and City Hall, among other locations.

e Culver City — in collaboration with Culver City Unified School District on safe
routes to school, Culver CityBus expanded marketing outreach to develop a
dynamic transit video to increase education and awareness of transit programs.

e Foothill Transit — assumed operation of Lines 190, 194 and 270 from Metro,
representing Foothill's largest service expansion in 14 years.

e Gardena — conducted a fare analysis to address restructuring options for
increasing revenues, while adding regional TAP fare integration and incentives.

e Glendale -- began the process of building a new maintenance and operations
facility which should provide significant benefits to the maintenance and storage
of the Beeline vehicles.

e La Mirada -- conducted a competitive bid process for its transit services and
executed a four-year contract with MV Transportation to provide its demand
response services.

e LADOT - conducted over 40 public meetings and engaged more than 1,600
members of the public in completing a systematic evaluation of each DASH and
Commuter Express route, and the Cityride paratransit program.

e Long Beach Transit -- conducted a comprehensive operational analysis in 2017,
its first in 13 years which included a number of short-, medium- and long-term
service recommendations.

¢ Montebello -- implemented a new scheduling software and hired a management
analyst to review routes on an on-going basis to improve productivity.

e Norwalk -- in 2016, assumed operation of Metro Line 270, renaming it Route 7
and realigning it to operate between El Monte Station and Norwalk’s Green Line
Station.

e Pasadena — in 2017, was awarded the Outstanding Transportation Agency by
the California Association of Coordinated Transportation, the largest state transit
association in the country.

e Santa Clarita -- began the process of developing a ten-year Transportation
Development Plan to address the needs and transportation dynamics within the
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Santa Clarita Valley. The City began the process in April of 2018 and it is
expected to be completed in 2019.

e Santa Monica — in 2016, received the American Public Transportation
Association Sliver Status award for Sustainability.

e Torrance — in 2018, developed the Torrance Transit Mobile App, in partnership
with Google Maps, to allow patrons to access real-time bus information from
smart phones and computers.

Metro Operations
Summary of Key Findings

Metro Operations met all compliance requirements with respect to the PUC.
Additionally, Metro’s data reporting was largely consistent with minor inconsistencies
being the likely result of timing differences in the submission of reports or noted
inconsistencies in category definitions by the reporting agencies. Metro Operations
complied with all prior triennial performance review recommendations.

Key Challenges

Similar to the municipal operators, Metro Operations struggled with both a decline in
fixed route ridership as well as difficulties in recruiting and retaining both bus operators
and maintenance staff. In addition, due to delays in procuring and receiving new buses,
Metro took approximately 340 buses out of retirement for a period of time during the
review period as a means of maintaining its bus fleet at appropriate levels.

Key Accomplishments

Metro Operations had a series of significant accomplishments during the review period
including the following:

e Metro opened Division 13, a state-of-the-art bus maintenance and operations
facility. The new facility will accommodate 200 CNG buses, fueling equipment
and transportation offices for staff. The facility was, in part, funded by $53.2
million in federal funding which contributed to the $120 million total cost.

e Metro began a collaborative entitled the Regional Ridership Improvement Task
Force to address the issue of declining ridership from a regional perspective.
Metro brought together seventeen different transit agencies from the region to
review ridership and travel trends.

e Metro initiated a comprehensive look at the future of transit within Los Angeles
County entitled the NextGen Bus Study. The study is, in part, a response to the
regional decline of bus route ridership in Los Angeles County.
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Countywide Performance

The following is a summary of total system trends for Municipal Operators and Metro
Operations. The importance of these trends is to show the general change in
performance related to the overall system.! The key takeaway from these metrics is
that ridership declines are impacting overall efficiency and productivity of the overall
system.

Ridership

Overall, ridership for both the Municipal Operators and for Metro Operations declined
over the review period. While some demand response systems and Metro’s light rail
system showed ridership gains, virtually all of the fixed route systems had a decline in
ridership which impacted the overall system numbers. The following charts show the
aggregate ridership numbers and the percentage change since the FY 2015 base year:

Municipal Operators
Total System -- Unlinked Passengers
FY15 FY16 FY17 FY18 % Change
119,992,290|/110,970,815(101,880,973| 96,618,965| -19.48%

Metro Operations
Total System -- Unlinked Passengers
FY15 FY16 FY17 FY18 % Change
457,355,979(386,981,387|407,153,682(394,361,657| -13.77%

Vehicle Service Hours

Overall, Vehicle Service Hours showed a small rise for Municipal Operators while Metro
Operations experienced relatively stable numbers. The following charts show the
aggregate vehicle service hours and the percentage change since the FY 2015 base
year:

Municipal Operators
Total System -- Vehicle Service Hours
FY15 FY16 FY17 FY18 % Change
4,208,475 | 4,367,319 | 4,455,602 | 4,537,714 7.82%

1 1t is important to note that these numbers reflect the “total system” for the Municipal Operators which includes both fixed route and
demand response services. Likewise, the numbers for Metro Operations include fixed route, heavy rail and light rail.
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Metro Operations
Total System -- Vehicle Service Hours
FY15 FY16 FY17 FY18 % Change
8,066,619 | 8,130,883 | 8,084,889 [ 8,030,689 -0.45%

Cost Per Passenger

Cost per passenger rose sharply for both Municipal Operators and Metro Operations
during the review period, a reflection of the decrease in ridership numbers experienced
almost across the board by the agencies. The following charts show the aggregate cost
per passenger and the percentage change since the FY 2015 base year:

Municipal Operators

Total System -- Cost Per Passenger
FY15 FY16 FY17 FY18 % Change
$3.90 $4.32 $5.07 $5.72 47.0%

Metro Operations

Total System -- Cost Per Passenger
FY15 FY16 FY17 FY18 % Change
$3.07 $4.07 $4.28 $4.51 46.9%

Cost Per Vehicle Service Hour

Cost per vehicle service hour rose for both Municipal Operators and Metro Operations
during the review period. The following charts show the aggregate cost per vehicle
service hour and the percentage change since the FY 2015 base year:

Municipal Operators
Total System -- Cost Per Vehicle Service Hour

FY15 FY16 FY17 FY18 % Change
$111.06 $109.64 $115.92 $121.89 9.75%
Metro Operations
Total System -- Cost Per Vehicle Service Hour
FY15 FY16 FY17 FY18 % Change
$174.15 $193.79 $215.46 $221.31 27.08%
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1. Executive Summary

Background, Scope and Methodology

The California Public Utilities Code requires all Regional Transportation Planning Entities
(RTPE) to conduct an independent Triennial Performance Review in order to be eligible
for Transportation Development Act (TDA) funding. In July 2018, Metro selected BCA
Watson Rice, LLP to conduct a Triennial Performance Review of itself as the RTPE and
operator, as well as the twenty-one municipal operators to which Metro allocates funding.
This Triennial Performance Review covers a three-year period ending June 30, 2018.

This Triennial Performance Review was conducted in accordance with Generally
Accepted Government Auditing Standards (GAGAS) and in accordance with the
processes established by the California Department of Transportation, as outlined in the
Performance Audit Guidebook for Transit Operators and Regional Transportation
Planning Entities.

The review methodology for this Triennial Performance Review of Metro as the RPTE
included four tasks:

Project Initiation

Initial Review

Detailed Review

Documentation of Performance Audit Results

hoObd =

This Triennial Performance Review included the following elements:

Compliance Requirements

Follow-up of Prior Recommendations
Review of Metro Functions

Findings and Recommendations

b~

Key Accomplishments

It is important to consider the accomplishments achieved by Metro during the three-year
period covered by this Triennial Performance Review. These accomplishments include:

e Passage of Measure M with 71 percent of voters approving provided a strong show
of faith in the future of transportation in LA County and the public’'s growing
awareness of the need to build more transportation and maintain our existing
transit system.
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e Opening of the Expo and Gold Line light rail extensions.

e Construction of the Purple rail line Section 2 and securing the full funding grant
agreement.

e Extension of the silver bus line to San Pedro.

e Adoption of the updated affordable housing joint development policy.

e Launching of Metro’s Bike Share program.

e Adoption of the 28 by 2028 transportation construction program and rail
construction acceleration policy.

e Development of the unsolicited proposal policy.

e Began development of the Metro Transportation School, a four-year boarding prep
school for disadvantaged youth.

e Developed the first / last mile policy.

e Initiated the Nextgen schedule revision including significant market research,
travel demand analysis using location based and TAP fare data, and public
outreach and input meetings.

e Passage of SB 1 providing increased transportation funding.

e Adopted goal of moving to zero-emission buses by 2030.

e Revised the safety and security approach and structure for rail and bus lines.

¢ Increased efforts to address the adverse impacts of homelessness on the rail
system.

¢ Initiated the update to the Long-Range Transportation Plan (LRTP).

e Completed the Vision 2028 Strategic Plan.

e Established the Public Private Partnership (P3) program and framework.

e Began focusing on transit assets and state of good repair every year.

e Negotiated all five labor union contracts and settled before contracts expired and
have 5-year contracts instead of three providing extended labor peace.

e Developed a working group of larger municipal operators to work together to
consolidate fare rules throughout the region.

e Working with municipal operators, developed the “Ridership Growth Action Plan”
to review causes of ridership decline and develop strategies to address major
factors.

¢ Developed a plan to shut down and rebuild the Metro Blue Line.
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Compliance Requirements

To determine Metro’s compliance with requirements the review team identified key
compliance requirements, discussed compliance requirements with Metro
representatives, and gathered and reviewed evidence of compliance. Metro was found
to be in compliance with all applicable requirements evaluated as part of this Triennial
Performance Review.

Follow-Up of Prior Recommendations

The prior Triennial Performance Review completed in 2016 included no compliance
recommendations and one functional recommendation.

1. Enhance coordination between the Office of Management and Budget (OMB) and
Planning departments.

Status: Implemented — Coordination between OMB and Planning has improved.

Review of Metro Functions

The following sections discuss the results of the review of Metro functions.

Planning and Programming of Transportation Funds

The planning and programming of transportation funds in Los Angeles County has
challenges unlikely to be found elsewhere including programming authority for 50 distinct
local, state, and federal sources of funds; responsibility for allocating over $6 billion
annually in funds; a need to assess, refine, and program funding requests in a way that
is fair, transparent, and consistent with multiple needs; political and public expectations
to move quickly and boldly to increase capacity on a badly strained transportation system.

Within this context, successfully planning and programming transportation funds requires
several key elements including accurately forecasting available funds, developing criteria
for evaluating funding choices, evaluating capital funding requests, and balancing
revenue and expenditures. The review team concluded Metro has planned and
programmed transportation funds and addressed the challenges faced methodically,
effectively, and efficiently over the triennial period.

Transportation Funds Administration

Metro administers several funds. Successful administration of these funds requires
several elements including clear identification of guidelines or requirements, appropriate
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tracking and certifying of the use of funds, reasonable flexibility, and coordination and
assistance to municipal operators receiving funds. The review team concluded that Metro
has developed approaches to each of these elements, and effectively and efficiently
administered transportation funds for the region during the triennium.

Rail Construction Program

Metro is responsible for planning and building a rail transit system. This undertaking
includes alternative analysis, design, construction, and pre-start-up operations of the
project. Ultimately, the rail transit system will serve the San Fernando Valley, West Los
Angeles; South-Central Los Angeles/Long Beach; South Bay/Harbor; Century Freeway
Corridor; and the San Gabriel Valley. Since July 2015, Metro has opened one new line,
greatly expanded a second, started construction on four others, and completed the draft
environmental impact report on five more.

Metro has implemented several practices to accelerate rail construction including life
cycle costing, project labor agreements, programs to work with communities affected by
rail construction, involving operations in the early stages of project design, consolidating
construction contracts, revised authority for certain change orders, implementation of
strict ethics requirements for employees and contractors, and development of a detailed
Project Management Plan.

The review team concluded Metro continues to be effective in planning, designing and
constructing a rail transit system for Los Angeles County.

Legislative Proponent and Analysis (Government Relations)

Metro's ability to plan, program and deliver transportation services is greatly impacted by
federal, state and local legislation. Having an effective legislative proponent and analysis
program is essential to Metro’s ongoing ability and success in delivering transportation
services to Los Angeles County.

Metro has an effective government relations function that includes a clear scope and
direction, active monitoring of legislative initiatives and activities and active pursuit and
advocacy of legislative priorities and positions in coordination with others. The review
team concluded Metro’s Government Relations function provides a well-focused, well
structured, comprehensive and effective legislative proponent and analysis for Metro.
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Air Quality Management Plan (AQMP)

The Air Quality Management Plan is a regional blueprint for achieving the federal air
quality standards and healthful air. The South Coast Air Quality Management District
(SCAQMD) is responsible for clean air in the South Coast Air Basin, an area that includes
Orange County and the non-desert portions of Los Angeles, Riverside and San
Bernardino counties. The SCAQMD develops the AQMP every five years, with the most
recent plan developed in 2016.

Metro’s role in the AQMP is to develop and implement transportation strategies that
reduce vehicle miles travelled and related emissions. These strategies are submitted to
SCAG and included in the Regional Transportation Plan (RTP) developed by SCAG. The
review team concluded Metro meets or exceeds its obligations to support and improve air
quality in the Southern California region and the regional Air Quality Management Plan
(AQMP).

Consolidated Transportation Services Agency (CTSA)

Consolidated Transportation Services Agencies were originally created by the Social
Services Transportation Improvement Act in 1979 to coordinate and improve social
service transportation services.

Metro has taken or directed several key actions to fulfill its CTSA responsibilities including
designating Access as the CTSA for Los Angeles County in 1994, developing the Public
Transit-Human Services Transportation Action Plan for Los Angeles County in 2008,
developing the Social Service Transportation Inventory and Survey (through Access) in
2014, and adopted the 2016-2019 Coordinated Public Transit — Human Services
Transportation Plan for Los Angeles County in 2015. The review team concluded Metro
has met legislatively mandated responsibilities related to planning for coordination and
improvement of social service transportation services.

Management Performance

The review of Metro’s management performance included a review of Metro’s goal setting
and monitoring including related policy decisions, Metro’s governance structure and the
role of the Board in providing leadership, and allocation of administrative funds.

Metro’s goal setting and monitoring processes through the Metro Vision 2028 Strategic
Plan and the Equity Platform Framework provide well-founded, well-structured and strong
direction for the Metro Board and agency. These efforts and policy statements will serve
Metro and those served by Metro over the next decade.
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Metro’s Board of Directors guides the agency’s priorities, projects and activities, and
includes 13 members who represent areas throughout Los Angeles County. The Metro
Board’s governance approach and structure, including the use of committees and
advisory bodies, provides Metro with an effective leadership and decision-making system.

The review team concluded Metro’s administrative funds were adequately and effectively
allocated in order to achieve Metro’s stated goals through the budget process.

Internal Administration

This review of Metro’s internal administration included determining if the budget is being
used as an effective management tool, if internal controls are adequate and provide
appropriate information to management, if accounting procedures are adequate to make
fund balances available, and if the organization and reporting structure could be
improved.

A good budget process is a broadly defined process that has political, managerial,
planning, communication, and financial dimensions. A good budget process incorporates
a long-term perspective, establishes linkages to broad organizational goals, focuses
budget decisions on results and outcomes, and involves and promotes effective
communication with stakeholders. The review team concluded Metro’s budget
development process incorporates these key characteristics necessary to provide an
effective budget for the organization.

Internal controls are designed to safeguard organization’s assets from error, loss, theft,
misuse, misappropriation, and fraud. Effective programs of internal controls provide
reasonable assurance that these objectives are met consistently. The review team
concluded Metro has multiple internal controls approaches and systems in place to
safeguard its assets from error, loss, theft, misuse, misappropriation, and fraud.

Formal documentation of accounting policies and procedures is an essential component
in providing effective controls over accounting and financial reporting, as well as providing
a comprehensive framework of internal controls. The review team concluded Metro has
adequate accounting procedures and properly accounts for and makes available on a
monthly basis its fund balances.

An organization’s structure should provide a framework of functional areas within which
individuals can achieve the organization’s goals. An effective organization structure
clearly reflects the priorities of the organization, facilitates effective service delivery and
problem solving, ensures consistency of direction and management control, minimizes
obstacles and barriers to performance, and stimulates a culture of shared
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accomplishment and teamwork. The review team concluded Metro has established a
well thought out and focused organization structure that provides an effective framework
of functional areas within which individuals can achieve the organization’s goals.

Findings and Recommendations

We find the Los Angeles Metro, functioning as the RTPE, to be in compliance with the
requirements of the Transportation Development Act. In addition, Metro generally
functioned in an efficient, effective, and economical manner during the triennial period.
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FINANCE, BUDGET AND AUDIT COMMITTEE
JUNE 19, 2019

SUBJECT: HIGHLAND PARK BUSINESS IMPROVEMENT DISTRICT
ACTION: APPROVE RECOMMENDATIONS

RECOMMENDATION

AUTHORIZE the Chief Executive Officer (CEQ) to sign the Petition to establish the Highland Park
Business Improvement District (BID) for a period of five years commencing January 1, 2020 through
December 31, 2024, for an estimated amount not to exceed $9,239 over the life of the BID renewal.

ISSUE

Per established Metro Board Guidelines, all BIDs that have not yet been approved by the Metro
Board of Directors require board authorization to participate. Thereafter, those BIDs less than
$500,000 may be re-authorized by the appropriate Metro official depending on financial authority
limits required.

BACKGROUND

The Highland Park BID is one of the City of Los Angeles’ 42 BIDs. Metro owns one parcel within the
boundaries of the Highland Park BID which comprises a quarter of one percent of the total assessed
property within the BID boundaries. Metro acquired this property as part of the purchase of the
Pasadena Subdivision from the Southern Pacific Railroad (now Union Pacific Railroad) in 1992. The
BID, first formed in 2010, is seeking authorization for an additional five years.

Annual assessment payments to the BID are made to the City of Los Angeles Clerk’s Office as
fiduciary collecting for all BIDs citywide.

DISCUSSION

Given Metro’s marginal amount of assessed land (see Attachment A), staff had foregone submission
to the Board of Directors for authorization of the Highland Park BID in 2010 and renewal in 2015.
Even without Metro’s return of a petition, the BID was approved by a majority of business owners and
Metro was required to pay its annual assessment over the BID’s authorized periods spanning ten
years. However, for this petition cycle, the BID has asked Metro to return the petition to ensure
representation of all BID stakeholders.
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Per Metro’s established guidelines (Attachment C), Real Estate has evaluated the property within the
Highland Park BID and determined it is Tier 1 - No Benefit to Metro given the property use is
operating right-of-way for the Gold Line light rail transit.

However, participation in the BID provides community benefit for local businesses impacted
continually by Metro transit operations. But for the BID, the crucial community services may not be
provided. Several owners have publicly stated that the community is well served with the BID
services.

Equity Platform:

BID assessments support equity by providing for a general subsidy to support neighborhood
cleanliness, hygiene, and safety.

DETERMINATION OF SAFETY IMPACT

Approval of participation in the BID will have no impact on safety to Metro operations or customers.

FINANCIAL IMPACT

Authorization and participation in the BID, if approved by a majority of businesses in the BID’s extent,
would have a total cost of $9,239 over the life of the five-year term.

Impact to Budget

All BID payments are funded from the General Fund - Real Estate Lease Revenue. Costs are
budgeted under Cost Center 0651 (ND Real-Estate), Account No. 50799 (Taxes).

IMPLEMENTATION OF STRATEGIC PLAN GOALS

Participating in the BID provides responsive, accountable, and trustworthy governance as stated in
Strategic Plan Goal #5 by demonstrating Metro’s commitment to be civically engaged in the
communities which it owns property.

ALTERNATIVES CONSIDERED

The board could choose not to participate in the BID at which point no additional steps would be
required by Metro. Given the small proportion of Metro’s land within the BID, Metro not participating
in the petition would be unlikely to impact whether or not the BID petition is successful. However, this
would be the first BID that Metro did not support and may cause ill will towards Metro from the
community. If the BID passes, regardless of whether or not Metro supports it, Metro will still be
responsible for the annual payments.

NEXT STEPS
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1. Upon Board approval, Real Estate staff will return the petition to BID management and if the
BID passes, will make annual payments as assessed by the City of Los Angeles Clerk’s Office
each year of the BID’s five-year term.

2. Infall 2019, staff will bring back to the Board a revised policy for participation in Business
Improvement Districts to allow for authority to be delegated to the Metro CEO to sign petitions
under an established threshold and to revise the Tier description language to ensure that the
descriptions reflect the benefit received.

ATTACHMENTS

Attachment A - Map of Highland Park BID
Attachment B - Highland Park BID Renewal Documents
Attachment C - Guidelines on BID Participation

Prepared by: John Potts, Executive Officer, Countywide Planning & Development, (213) 928-3397
Holly Rockwell, Sr. Exec. Officer - Real Estate, Transit Oriented Communities and
Demand, (213) 922-5585

Reviewed by: Laurie Lombardi, Interim Chief Planning Officer, (213) 418-3251

Rl

Phillip A. Washington \
Chief Executive Officer '

Metro Page 3 of 3 Printed on 4/5/2022

powered by Legistar™


http://www.legistar.com/

Attachment A - Map of Highland Park BID
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Attachment B - Highland Park BID Renewal Documents

North Figueroa Association

Highland Park Business Improvement District
Office: 323-255-5030 Security 800-350-1944 Maintenance 213-545-0812
Website: oldla.org Email: Misty@oldla.org

March 7, 2019

Dear Fellow Property Owner,

As | am sure you are aware, for the last 17 years the North Figueroa Association has
been providing security patrols, sweeping, graffiti removal, trash pickup and many
other services along the North Figueroa corridor. The NFA is a not for profit Business
Improvement District that is run for and by the commercial property owners on
Figueroa, from Avenue 50 to Piedmont Avenue. | would like to thank you for your
support of this organization through your property tax assessments and for voting for
its renewal over the years.

| am sure that like me, you have seen the changes brought about by the NFA. The
streets are cleaner, violent crime is way down and the theft rate has dropped
dramatically. People are coming to shop at the Farmers Market and attend events
staged along Figueroa. Buildings are being renovated. People are coming to North
Figueroa. The result of this is that our vacancy rates have dropped, and the sales at
our businesses and tenant's businesses have increased.

In order to continue to provide security, safety and sanitation along our street, we must
now renew the NFA’s charter through the enactment of a new Management District
Plan. This is a requirement of all Business Improvement Districts, one that we have
all been through before. This plan continues the work of the NFA and extends its reach
through York Boulevard. | have enclosed a copy of the plan, as well as our engineer's
report and a petition for you to sign and return. This petition allows us to start the
process of renewal, which will culminate in a vote of all property owners later this year,
after the City of Los Angeles has given its approval.

The work of the North Figueroa Association has greatly benefitted my property, which
is why | am proud to be on its volunteer Board of Directors along side the other North
Figueroa property owners listed on the side of this letter. | urge you to sign this petition
and return it as soon as possible so that we can continue this important work.

Thank you for all your help,

THomas B. Wilson
outhwest Shopping Centers
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North Figueroa Association

Highland Park Business Improvement District
Office: 323-255-5030 Security 800-350-1944  Maintenance 213-545-0812
Website: oldla.org Email: Misty@oldla.org

To Highland Park BID Property Owners:

The North Figueroa Association would like to thank all of you, our property owners, for
supporting the Highland Park Business Improvement District (BID) through your BID
assessment for the past 18 years.

This is how your Highland Park BID $'s are working for you, these activities took place in
2018:
Maintenance (Clean Team):

2018 2020 if not renewed
o 11,015 Number of trash bags removed 0
o 253,345 Lbs. of trash were removed 0
° 2,272 Graffiti tags were removed 0
o 952 Bulky items were removed 0

In addition to removing of weeds, tree and flower watering, sidewalk sweeping, tree trimming
and any special maintenance requests requested by property owners. Maintenance Hotline is:
213-545-0812

Security (Safe Team):

2018 2020 if not renewed
° 356 patrol calls for service 0
° 1965 patrol client contacts 0
o 3280 public contacts 0

Security officers are patrolling 7 days per week. Security Hotline is: 800-350-1944
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Marketing & Promotion:
Quarterly newsletters
Community awareness cards
Old L.A. Certified Farmers Market- now accepts EBT and offers Market Match
Special Events including Easter, Halloween, and Christmas to name a few.

With your ongoing support of the BID, the district has seen an increase in foot traffic and lower storefront
vacancies, due in part to the Clean and Safe programs. We have partnered and received generous grants
from L.A.N.I. (L.A. Neighborhood Initiative) for sidewalk mosaic tiles design and installation, Angels Walk for
Angels Walk Self-Guided Historic Trail stanchions, and the National Park Service and community partners for
the relighting of the historic Highland Theatre and Mannings Coffee Store rooftop signs to highlight the history
and uniqueness of our commercial corridor.
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As we move forward with the renewal of the Highland Park BID, enclosed is a petition from the North Figueroa

Association. This is the first step in a multi-step process which culminates into a vote that you the property
owner will vote on.

Please mark the petition “YES” to continue making Highland Park Clean and Safe. Send it as soon as
possible by fax: 323-257-1036 or email: misty@oldla.org.

If you have any questions, please don't hesitate to reach out at 323-255-5030.

Sincerely,

70”# Wffdan D(]&z.,.b&yp tg«m/m/l‘d/u.

Tom Wilson, President Misty Iwatsu, Executive Director
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Highland Park Business Improvement District

Section 1
Management District Plan

Executive Summary

The name of the assessment district is the Highland Park Property Business Improvement District (HPPBID). The
district is being established pursuant to the Property and Business Improvement District Law of 1994 as amended
(Streets & Highways Code Section 36600 et seq.; hereinafter the "State Law"). The HPPBID is the successor to the
"Alpha BID," formed in 2011 and expired December 31, 2019. This document is the Management District Plan
(MDP) required by Section 36622 of the State Law. It proposes improvements and activities that revitalize and
enhance the area and convey special benefits to assessed properties located within the boundaries of the HPPBID.

Services and improvements provided by the HPPBID are designed to convey special benefits to the assessed
parcels within the district in the form of improving the economic and environmental vitality while preserving and
strengthening the historical nature of the district. HPPBID programs provide special benefits to assessed parcels
with retail, mixed use commercial, parking, restaurant, art, industrial and office uses.

The HPPBID will provide improvements and activities, including but not limited to street cleaning, security,
beautification, marketing, administration and other special programs like the Old L.A. Certified Farmers Market
within the district boundaries. All of the services and activities provided are over and above the City of Los Angele’s
(City) baseline of services, are not provided by the City, and are not provided outside of the District.

The City of Los Angeles (LA), is a major property owner in the district. The City parcels will be deriving special
benefits since the peripheral cleaning of parking lots will attract more visitor and vehicular traffic, which creates
additional sales tax and parking revenue for the City, which will in turn provide greater economic prosperity for the
district. In addition, the current base level of services that exists in and around City parcels will be supplemented
by the assessment district and will ensure a system of cleanliness, beautification and reduction of criminal activity
around many of these vacant or underutilized City owned parcels. Only special benefits can be assessed and the
inclusion of City parcels into the HPPBID will result in a cleaner, more attractive and inviting parking experience,
which helps increase the number of visitors to the shopping areas, and directly relates to fulfilling its public service
mission. Article XIll D of the California Constitution was added in November of 1996 to provide for these
assessments. It specifically states in Section 4(a) that "Parcels within a district that are owned or used by any
agency ... shall not be exempt from assessment unless the agency can demonstrate by clear and convincing
evidence that those publicly owned parcels in fact receive no special benefit."

Boundary

Setting

Highland Park is a community that developed in the latter part of the nineteenth century along the axis provided
by the Arroyo Seco and Figueroa Street, the principal transportation route between downtown Los Angeles, South
Pasadena, and Pasadena to the north and east. Highland Park was the earliest artist colony in the emerging
metropolis and a vibrant center of the Arts and Crafts movement in the early Twentieth Century. This history is
represented by a rich architectural heritage. It includes a well-developed low-rise commercial strip on Figueroa
Boulevard

Highland Park contains some of the oldest traces of urban development in Northeast Los Angeles, dating from the
1870's. This is a result of the proximity to the center of Los Angeles. special historic designation as one of the final
legs of Route 66, which served as the first east-west freeway in the United States. It remains a major thoroughfare
and is the anchor for the HPPBID boundaries. The district is located directly to the west of and running parallel to
the historic Arroyo Seco freeway, (110).

HPPBID BOUNDARIES
General Boundary Description
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The Highland Park PBID encompasses 13 blocks centered along N. Figueroa Street in Los Angeles between
Avenue 50 on the south(west) and York Boulevard on the north (east). See section 2 for detailed boundary
description.

Benefit Zones
There is one benefit zone within the proposed District.

Budget

The total District budget for the first year of operation is approximately $627,850 and is composed of the following
elements:

Sidewalk Operations & Beautification (78%)
Security (Safe), Street Maintenance (Clean), Beautification, Design Elements and any Right-of-Way consulting, etc.

Corporate Identity, Organization and Contingency/Reserve (22%)
Organization, marketing and promotions and contingency/reserve

Programs % of Budget Annual Cost (Year 1)
Sidewalk Operations & Beautification 78% $489,723 |
District Identity, Organization & 22% $138,127 }
Contingency/Reserve |
Total 100% $627,850 |

Source or Method of Financing

The basis of funding shall be through special benefit assessments levied on real property based on building square
footage, parcel square footage and parcel front linear footage.

Benefit Zones

The State Law and State Constitution Article XIIID require that special assessments be levied according to the
special benefit each parcel receives from the improvements. There is one benefit zone.

Cost

Annual assessments are based upon an allocation of program costs and a calculation of assessable footage. Three

property assessment variables, linear frontage, lot square footage, building square footage, will be used in the
calculation.

District Formation
District formation requires submission of favorable petitions from property owners representing more than 50% of
total assessments to be paid and the return of mail ballots evidencing a majority of ballots cast in favor of the

assessment. Ballots are weighted by each property owner's assessment as proportionate to the total proposed
District assessment amount.

Duration
The District will have a 5-year life beginning January 1, 2020 and ending December 31, 2024.

Governance
The North Figueroa Association will review District budgets and policies annually within the limitations of the
Management District Plan. Annual and quarterly reports, financial statements and newsletters will be filed with the

City of Los Angeles (City). The North Figueroa Association will oversee the day to day implementation of services
as defined in the Management District Plan.
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Section 2
Highland Park PBID Boundary

Highland Park is a community that developed in the latter part of the nineteenth century along the axis provided
by the Arroyo Seco and Figueroa Street, the principal transportation route between downtown Los Angeles, South
Pasadena, and Pasadena to the north and east. Highland Park was the earliest artist colony in the emerging
metropolis and a vibrant center of the Arts and Crafts movement in the early Twentieth Century. This history is
represented by a rich architectural heritage. It includes a well-developed low-rise commercial strip on Figueroa
Boulevard

Highland Park contains some of the oldest traces of urban development in Northeast Los Angeles, dating from the
1870's. This is a result of the proximity to the center of Los Angeles. special historic designation as one of the final
legs of Route 66, which served as the first east-west freeway in the United States. It remains a major thoroughfare
and is the anchor for the HPPBID boundaries. The district is located directly to the west of and running parallel to
the historic Arroyo Seco freeway, (110).

The Higland Park Property Business Improvement District is being established for a five (5) year term. The proposed
District is located in the northeast section of Los Angeles on North Figueroa. Generally, the District extends along
North Figueroa from York Blvd east to Avenue 50 west. This area includes commercially and industrially zoned
parcels that encompass a dynamic traditional shopping and dining business center surrounded by charming historic
neighborhoods.

General Boundary Description

The Highland Park PBID encompasses 13 blocks centered along N. Figueroa Street in Los Angeles between
Avenue 50 on the south(west) and York Boulevard on the north (east).

Benefit Zones
There is one benefit zone within the proposed District.

Detailed Boundary Description

The proposed HPPBID includes all parcels fronting along both sides of the N. Figueroa Street corridor between
Avenue 50 and York Boulevard as well as 31 parcels (identified below) with non - N. Figueroa Street frontage. It is

noted that the proposed HPPBID boundaries and the general grid street system within, lie at an angle of
approximately 30 degrees to the northeast of north. For simplicity in describing the boundaries herein, the terms of

north, east. south and west are used instead of northeast, southeast, southwest and northwest. respectively. This
means that N. Figueroa Street will be assumed to lie on a “north/south” axis.

Northern Boundary
The northern boundary of the proposed HPPBID coincides with the centerline of York Boulevard.

Eastern Boundary
The eastern boundary of the proposed HPPBID is irregular and generally lies along the eastern boundaries of
those parcels fronting along the east side of N. Figueroa Street between York Boulevard and Avenue 50 and also
includes the following parcels starting from north to south:

York Blvd. to Marmion Way — one parcel deep plus, APN 5492-034-901

Marmion Way to Avenue 61 — one parcel deep only
Avenue 61 to Avenue 60 — one parcel deep plus, APN 5492-024-014

Avenue 60 to Avenue 59 — one parcel deep plus, APN 5492-015-007
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Avenue 59 to Avenue 58 — one parcel deep plus, APNs 5492-011-900 & 901

Avenue 58 to Avenue 57 — one parcel deep plus, APNs 5492-002-008, 013, 028, 900 & 901
Avenue 57 to Avenue 56 — one parcel deep plus APNs 5468-032-901, 902 & 903

Avenue 56 to Roselawn Place — one parcel deep plus APNs 5468-025-017, 900 & 901
Roselawn Place to Avenue 50 — one parcel deep only

Southern Boundary
The southern boundary of the proposed HPPBID coincides with the centerline of Avenue 50.

Western Boundary

The western boundary of the proposed HPPBID is irregular and generally lies along the western boundaries of
those parcels fronting on the west side of N. Figueroa Street between York Boulevard and Avenue 50 and also
includes the following parcels starting from north to south:

York Blvd. to Avenue 59 — one parcel deep only

Avenue 59 to Avenue 58 — one parcel deep plus, APNs 5492-012-021 & 900

Avenue 58 to Avenue 57 — one parcel deep plus, APNs 5492-001-007, 900, 901 & 902
Avenue 57 to Avenue 56 — one parcel deep plus, APNs 5468-033-015, 900, 901, 902 & 903
Avenue 56 to Avenue 55 — one parcel deep plus APN 5468-024-006

Avenue 55 to Avenue 54 — one parcel deep plus APNs 5468-021-024 & 030
Avenue 54 to Avenue 50 — one parcel deep only

The boundary of the proposed HPPBID and parcels within it are shown on the map of the HPPBID attached as
Appendix 2 to this Report.

There is one benefit zone within the proposed District.

District Boundary Rationale
The HPPBID boundaries encompass the commercial core parcels where the main economic activity of Historic
Highland Park is centered along N. Figueroa Street (Old Route 66). These parcels showcase a unique array of uses

- retail, restaurant, service, office, art studios, light industrial and commercial parking that form the “cohesive
commercial fabric” of Highland Park.

The District boundaries were chosen to include all of the general commercial parcels that comprise the

commercial core that attracts customers and visitors to the area centered along N. Figueroa Street between York
Boulevard and Avenue 50.

As described earlier, for description simplicity, N. Figueroa Street will be assumed to lie on a “north/south” axis.

Northern Boundary

The northern boundary of the HPPBID is the centerline of York Boulevard. The area to the north of York
Boulevard along N. Figueroa Street is comprised of commercial parcels with businesses that have different
marketing needs and focus than the parcels within the HPPBID. It was determined during the boundary feasibility
phase that HPPBID programs and services such as Sidewalk Operations, District Identity and Place Making,
Administration and Contingency, Reserve & Uncollected Funds would not specially benefit the parcels and business
north of York Boulevard. Therefore commercial parcels and businesses north of the northern boundary are not
included in the HPPBID. No HPPBID services will be provided north of the northern boundary.
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The HPPBID will only provide services to the individual assessed parcels within the boundaries; services will not
be provided to parcels that are not assessed. No District programs and services will be provided north of the
northern District boundary.

Eastern Boundary

The eastern HPPBID boundary is irregular but includes all commercial parcels and uses along the east side
of N. Figueroa Street generally only one parcel deep but inclusive of adjacent commercial parking lots and
extended commercial uses. Parcels to the east of the eastern boundary are either zoned residential and/or
parcels with residential uses. These parcels will not specially benefit from the HPPBID programs, improvements
and services which are designed to improve commerce and economic vitality of assessed parcels within the
HPPBID. Further, the Property and Business Improvement District Law of 1994, California Streets & Highway Code
§ 36632 states, “Properties zoned solely for residential use......... are conclusively presumed not to benefit from
the improvements and service funded through these assessments, and shall not be subject to any assessment
.....". For these reasons, no residentially zoned parcels or residential uses east of the HPPBID eastern boundary
are included in the District.

The HPPBID will only provide services to the individual assessed parcels within the boundaries; services will not
be provided to parcels that are not assessed. No District programs and services will be provided east of the eastern
District boundary.

Southern Boundary

The southern boundary of the HPPBID is the centerline of Avenue 50. The area to the south of Avenue 50 along
N. Figueroa Street is comprised of commercial parcels with businesses that have different marketing needs and
focus than the parcels within the HPPBID. It was determined during the boundary feasibility phase that HPPBID
programs and services such as Sidewalk Operations, District Identity and Place Making, Administration and
Contingency, Reserve & Uncollected Funds would not specially benefit the parcels and business south of Avenue
50. Therefore commercial parcels and businesses south of the southern boundary are not included in the HPPBID.

The HPPBID will only provide services to the individual assessed parcels within the boundaries; services will not
be provided to parcels that are not assessed. No District programs and services will be provided south of the
southern District boundary.

Western Boundary

The western HPPBID boundary is irregular but includes all commercial parcels and uses along the west side
of N. Figueroa Street generally only one parcel deep but inclusive of adjacent commercial parking lots and
extended commercial uses. Parcels to the west of the western boundary are either zoned residential and/or
parcels with residential uses. These parcels will not specially benefit from the HPPBID programs, improvements
and services which are designed to improve commerce and economic vitality of assessed parcels within the
HPPBID. Further, the Property and Business Improvement District Law of 1994, California Streets & Highway Code
§ 36632 states, “Properties zoned solely for residential use......... are conclusively presumed not to benefit from
the improvements and service funded through these assessments, and shall not be subject to any assessment
..... ". For these reasons, no residentially zoned parcels or residential uses west of the HPPBID western boundary
are included in the District. It is also noted that the Gold Line Metro Tracks form a natural boundary in parts along
the eastern District Boundary.

The HPPBID will only provide services to the individual assessed parcels within the boundaries; services will not be
provided to parcels that are not assessed. No District programs and services will be provided west of the western
District boundary.

Boundary Summation
All identified assessed parcels within the above-described boundaries shall be assessed to fund supplemental
special benefit programs, services and improvements as outlined in this Report and in the Management District Plan.
All HPPBID funded services, programs and improvements provided within the above described boundaries shall
confer special benefit to identified assessed parcels inside the District boundaries and none will be provided outside
of the District. Each assessed parcel within the HPPBID will proportionately specially benefit from the District funded

North Figueroa Association Page 7 3719



Attachment B - Highland Park BID Renewal Documents *
Highland Park Business Improvement District

programs and services (i.e. Sidewalk Operations, District Identity and Place Making, Administration and
Contingency, Reserve & Uncollected Funds). These services, programs and improvements are intended to improve
commerce, employment, occupancy rates and investment viability of assessed parcels and businesses within the
HPPBID. The HPPBID confers special benefits on each and every individually assessed parcel by reducing crime,
improving aesthetics and marketing goods and services available from individually assessed parcels and the
businesses on them within the District, all considered necessary in a competitive properly managed business district.
All District funded services programs and improvements are considered supplemental, above normal base level
services provided by the City of Los Angeles and are only provided for the special benefit of assessed parcels within
the boundaries of the proposed renewed HPPBID.

The District includes 162 parcels identified as assessable within one Benefit Zone and which are listed in the
Assessment Roll included as Appendix 1. For further information, a District Boundary Map is included as Appendix
2.

Section 3
District Improvement and Activity Plan

Process to Establish the Improvement and Activity Plan

Through a series of property owner meetings, the Highland Park Business Improvement District Steering Committee
collectively determined the priority for improvements and activities to be delivered by the business improvement
district. The primary needs as determined by the property owners were:
* Right of Way programs, includes but is not limited to: Security (Safe), Street Maintenance (Clean) and
Beautification, Design Elements and any Right-of-Way consulting, etc.

* District Identity, Organization & Contingency, includes but is not limited to: branding, organization operation,
communication, image and contingency.

The cost of providing programs and services may vary depending on the market cost for those programs and
services. Expenditures may require adjustment up or down to continue the intended level of programs and services.
The Highland Park HPPBID shall have the right to reallocate up to 10% of the budget allocation by line item within
the budgeted categories. Any change will be approved by the Highland Park HPPBID board of directors and
submitted to the City of Los Angeles within its annual planning report. Pursuant to Section 36650 of the California
Streets and Highways Code. The overall budget shall remain consistent with this MDP.

Services and improvements provided by the Highland Park HPPBID are designed to provide special benefits in the
form of improving the economic and environmental vitality while preserving and strengthening the historical nature
of the District. Highland Park HPPBID programs provide special benefits to assessed parcels with retail, mixed use
commercial, parking, restaurant, art, industrial and office each benefit specifically from the District's sidewalk
operations and beautification which incorporate the clean and safe programs for assessed parcels.

In order to ensure that parcels outside of the District will not specially benefit from the improvements and services
funded with the assessments, improvements and services will only be provided to each individually assessed parcel
within the boundaries of the District. Specifically, cleaning personnel, and similar service providers employed in
connection with the Highland Park HPPBID will only provide services to each individually assessed parcel within
the District and will not provide services outside of District boundaries. Nor will Highland Park HPPBID promotional
efforts, which are designed to increase economic activity for businesses within the assessed parcels, promote
activities outside of District boundaries.

Special Benefit Definition- Please refer to Engineers Report
General Benefit Definition Please refer to Engineers Report

The service provider shall allocate the special benefit services based upon the assessments generated in each
Benefit Zone. The percentages listed in Table 1.
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TABLE 1

PROGRAMS & ACTIVITIES FUNDED (SPECIAL BENEFITS ONLY
3 - Percent of Budget Annual Costs
Program or Activity funded by Highland Park HPPBID 2020 2020

Sidewalk Operations & Beautification 78% $489,723
District Identity, Organization & Contingency/Reserve 22% $138,127
Total 100% $ 627,850

SIDEWALK OPERATIONS & BEAUTIFICATION (78%)

Safe Program
Private security will be provided based upon the proportionate amount assessed on parcels within each benefit

Zone.

Examples of these special benefit services include but are not limited to regular security patrols on foot, etc. These
services are over and above those services currently provided by the Los Angeles Police Department.

Clean Program

Cleaning services, such as trash pickup and removal from the district; landscape services; and equipment expenses
are included in this program. Clean services will be provided to assessed parcels within District boundaries. In order
to consistently deal with cleaning issues, a multi-dimensional approach has been developed consisting of the
following elements:

Sidewalk Cleaning: Uniformed personnel sweep litter, debris and refuse from sidewalks, along fence lines,
the public right of way, and gutters of the District. District personnel may pressure wash the sidewalks.
Clean sidewalks support an increase in commerce and provide a special benefit to each individually
assessed parcel in the district.

Trash Collection: Collector truck personnel collect trash from sidewalk trash receptacles.

Graffiti Removal: Painters remove graffiti tags by painting, using solvent and pressure washing. The
District maintains a zero-tolerance graffiti tag policy.

Weed Abatement: Weeds are removed as they become unsightly or as needed.

Landscape Maintenance: Landscape maintenance is an important program that works to attract increased
customers to the district. Landscape maintenance includes maintaining tree wells, planters and weed
abatement. A well-landscaped district supports an increase in commerce and provides a special benefit to
each individually assessed parcel in the district.

Parcels that are under construction and/or vacant within the BID will be monitored for maintenance and
security problems. For example, a broken security fence allowing access to the site would be reported to
the property owner.

Paper Sign and Handbill Removal: Paper signs and handbills scotch taped or glued on public and private
property are removed by hand within the BID boundaries. The above services will only be provided to the
individual assessed parcels within the BID boundaries and therefore parcels outside of the boundaries will
not receive this special benefit.

Special Collections: Collector truck personnel are dispatched to collect large bulky items illegally dumped
within the BID boundaries. The above services will only be provided to the individual assessed parcels
within the BID boundaries and therefore parcels outside of the boundaries will not receive this special
benefit.

Maintenance Problems Requiring Third Party Intervention: Blighted or unsafe conditions created within
the District but that are not within the authority/jurisdiction of the BID to address will be monitored. Service
requests are made to the responsible party/agency for service. Types of conditions include blocked or
damaged sewers or drains, damaged sidewalks/streets/alleys, non-operating streetlights, damaged or
missing street signs, etc., within the HPPBID boundaries. The above services will only be provided to the
individual assessed parcels within the HPPBID boundaries and therefore parcels outside of the boundaries
will not receive special benefit.
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Beautification Program

Design, Streetscape Strategies & Consuiting: Design, installation and maintenance of gateway signs;
design, installation and maintenance of banner brackets and banner production; design and branding of
logo; design, purchase, install and maintain street furniture and streetscape; purchase, installation, removal
and maintenance of holiday decoration program. The above services will only be provided to the individual
assessed parcels within the HPPBID boundaries and therefore parcels outside of the boundaries will not
receive special benefit. Develop strategies for economic development and possible expansion; develop
plan of action for the implementation of and strategies for traffic calming and pedestrian safety related to
business attraction and retention, and promotion of the area to prospective businesses; seek private and
public grant funds to facilitate the work of the HPPBID. The above services will only be provided to the
individual assessed parcels within the BID boundaries and therefore parcels outside of the boundaries will
not receive special benefit.

Special Projects: Special projects are designed to enhance the assets and the image of the HPPBID, for.
example the Old LA Certified Farmers Market within the HPPBID boundaries. Special project funds will only
be used to specially benefit parcels within the District. The benefit to individual parcels within the District
from these services is increased commercial activity and increase in the attraction of pedestrians from
transit ridership, which directly relates to increases in lease rates and enhanced commerce. The above
services will only be provided to the individual assessed parcels within the BID boundaries and therefore
parcels outside of the boundaries will not receive special benefit.

DISTRICT IDENTITY, ORGANIZATION & CONTINGENCY/RESERVE (22%)

It is important to not only provide the services needed in the District, but to tell the story of improvement in the
District. The benefit to property owners from these services is increased commercial activity.

District ldentity & Communications- Advertising, Marketing and Promotions strategies such as website
maintenance and maintenance, Communications like newsletters, signage, holiday decorations, phones,
fax, internet and email & social media marketing will create an environment that provides a unique shopping
experience for customers, tenants and employees. The special benefit to assessed parcels from these
services is an increased likelihood of lease rates, increased sales, parking revenue and higher tenant
occupancy because of an increase in commercial activity, and an overall increase in district activity.

Organization- A professional management staff oversees the HPPBID services, which are delivered seven
days per week. Management staff actively works on behalf of the HPPBID to insure City and County
services and policies support the District. Included in this line item are management labor, corporate
operations, office expenses and organizational expenses such as insurance and the cost to conduct a
yearly financial review and tax filing. A well-managed District provides necessary HPPBID program
oversight and guidance that produces higher quality and more efficient programs. The special benefit to
assessed parcels from these services is an improved lease rates and tenant occupancy because of an
increase in commercial activity, an increase in customers and residential serving businesses in part due to
the work of the management staff as stated above.

Contingency/Reserve/City Costs- Included in this budget item are City fees, delinquencies, no pays
included are cots to renew the BID. Delinquencies- Up to ten percent (10%) of the budget is held in reserve
to offset delinquent and/or slow payment from both public and private properties. City Fees- Assessments
are budgeted in order to fund the expenses charged by the City of Los Angeles and County of Los Angeles
for collection and distribution of HPPBID revenue. These reserves may be carried forward from year to year
for a specific purpose or shall be reallocated to the designated budgetary categories found within the MDP.

City Baseline Services
All of the services provided to assessed parcels within the HPPBID are over and above the city baseline services.
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General Benefit

As stipulated in Article XIIID Section 4(b) of the California Constitution, assessment district programs and
activities confer a combination of general and special benefits to properties, but the only program benefits that
can be assessed are those that provide special benefit to the assessed properties. For the purposes of this
analysis, a “general benefit” is hereby defined as: “A benefit to properties in the area and in the surrounding
community or benefit to the public in general resulting from the improvement, activity, or service to be provided by
the assessment levied”. “Special benefit" as defined by the California State Constitution means a distinct benefit
over and above general benefits conferred on real property located in the district or to the public at large.

The property uses within the boundaries of the District that will receive special benefits from District funded
programs and services are currently a mix of general commercial, retail, office, entertainment, industrial, parking,
residential, education and government facilities. Services, programs and improvements provided and funded by
the District (i.e. Sidewalk Operations & Beautification; District Identity, Organization & Contingency) are primarily
designed to provide special benefits to identified assessed parcels and the array of land uses within the
boundaries of the HPPBID as described in the Special Benefits Details.

5 Year Operating Budget (Special and General Benefit Costs)

A projected five-year operating budget for the HPPBID is provided in Table 2. The projections are based upon a
5% maximum annual assessment rate increase: Revenues for specific programs may be reallocated from, year-
to-year, among District activities within a 10% range. Budget reallocations above 10% must be approved by the
City of Los Angeles. However, the overall budget shall remain consistent with this Management District Plan.

*Assumes 5% yearly increase on all budget
Note: Any accrued interest or delinquent payments will be expended in the above categories.

Table 2
Projected Budget for 2020-2024
Projected Budget % of 2020 2021* 2022 2023* 2024
Budget
Sidewalk Operations & 78 $486,640.00 $ 514,209 $539,919 $566,915 $595,261
Beautification
District ID, 22 $140,885.47 $ 145,033 $152,285 $159,899 $167,894
Organization,
Contingency/Reserve
Total Assessment 100 $627,525.47 $ 659,242 $692,204 $726,814 $763,155
Table 3

Assessment Variable

Projected nnual Assessment Schedule

Assessment Variable
Total

Assessable Benefit Units
Building sq/ft

Lot sq/ft
2,151,189

904,811

Lot Size (per square foot) $ .144 $.159 $.167

Building Size (per square foot) $.22 $.231 $.243 $.255 $.268

Street Frontage (per linear foot) $11.95 $12.55 $13.18 $13.84 $14.53
Table 4

Frontage by Linear ft
11,220

Assessment Variable

Lot Size (per square foot)

Amount Generated by Pro

$204,713 |

Table 5

$309,449

perty Variable

$324,921

$ 341,167

$358,225
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Building Size (per square foot) $199,058 $ 209,011 $ 219,462 $ 230,435 $241.957
Street Frontage (per linear foot) $134,079 $140,783 $147,822 $155,213 $162,974
Total $627,850 $659,243 $692,205 $726,815 $763,156

Implementation Timetable

The HPPBID is expected to be established and begin implementation of the MDP on January 1, 2020. Pursuant
to State Law the HPPBID will have a five-year life beginning January 1, 2020 through December 31, 2024.

Budget Adjustments

Any annual budget surplus will be rolled into the following year's District budget. The budget will be set accordingly,
within the constraints of the MDP to adjust for surpluses that are carried forward.

District Rollover

Any unexpended funds at the end of the current HPPBID will be rolled over into the Highland Park HPPBID. A
portion of remaining funding may be used for HPPBID renewal activities. Parcels that were not in the current
Highland Park HPPBID but are in the proposed Highland Park HPPBID will not receive any services paid for by
rolled over funds.

Parcels that are in the current HPPBID, but are not in the proposed HPPBID will receive a refund if any, unexpended
funds that remain after paying all expenses of the current Highland Park HPPBID.

Cap

The cost of providing programs and services may vary depending on the market cost for those programs and
services. Expenditures may require adjustment up or down to continue the intended level of programs and
services. Assessments may be subject to annual increases not to exceed the assessment rates in Table 2 for any
given year. Increases will be determined and approved by the North Figueroa Association and will vary between
0% and 5% in any given year. Any change will be submitted to the City within the annual planning report,
pursuant to Section 36650 of the California Streets and Highways Code.

Section 4
Assessment Methodology

The methodology to levy assessments upon real property that benefit from the improvements and activities of the
Highland Park Business Improvement District are Street Front Footage, Parcel Square Footage and Building
Square Footage as the three assessment variables. See Attachment I, the Assessment Engineers Report, for a
complete analysis of the assessment methodology.

Calculation of Assessments

As stipulated in Article XIIID Section 4(b) of the California Constitution, assessment district programs and activities
confer a combination of general and special benefits to properties, but only programs that provide special benefit
to parcels can result in its assessment.

No assessment shall be imposed on any parcel, which exceeds the reasonable cost of the proportional special
benefits conferred upon that parcel. Only special benefits are assessable and these benefits must be separated
from any general benefits.

A general benefit is defined as a benefit to properties in the surrounding community or a benefit to the public in
general resulting from improvement, activity or service to be provided by the assessment levied.
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Linear Street Frontage Defined

Properties are assessed for all street frontages. Street frontage footage was obtained from the County Assessor’s
parcel maps and is a direct measure of the static utilization of each parcel and its corresponding impact or draw on
HPPBID funded activities, many of which are linear in nature (i.e. Sidewalk Operations).

Building Area Square Footage Defined

Building square footage is defined as gross building square footage as determined by the outside measurements
of a building. Building square footage is obtained from the County Assessor's parcel maps. It is relevant to the
interim use of a property and is a direct measure of the static utilization of each parcel and its corresponding impact
or draw on HPPBID funded activities.

Lot Area Square Footage Defined

Lot square footage is defined as the total amount of area within the borders of the parcel. The borders of a parcel
are obtained from the County Assessor parcel maps and is a direct measure of the current and future development
capacity of each parcel and its corresponding impact or draw on HPPBID funded activities.

Assessment Calculation Formula
Please refer to Engineers Report

Maximum Annual Assessment Adjustments

Assessment annual increases cannot exceed 5% per year. Increases will be determined and approved by the
Owners’ Association and will vary between zero and 5% in any fiscal year. The cost of providing programs and
services may vary depending on the market cost for those programs and services. Expenditures may require
adjustment up or down to continue the intended level of programs and services.

The District shall adhere to the budget and Management District Plan. While some variation is permissible to
account for unexpected circumstance, the funding allocated to each funding category expressed as a percentage
n the Management District Plan. Any proposed variation that exceeds 10% of total budget shall be subject to review
and approval of the City of Los Angeles City Clerk office, pursuant to Section 36650 of the California Streets and
Highways Code. The overall budget shall remain consistent with this MDP.

Total Assessable Footage

There are no benefit zones or sub-districts within the proposed district. Properties or portions of properties used
for residential purposes shall be exempt from being assessed until such time that the property use is converted to
commercial/retail or other non-residential usage. All private, public and non-profit properties, excepting residential,
shall be assessed.

Future Development

As a result of continued development, the District may experience the addition or subtraction of assessable
commercial footage for parcels included and assessed within the District boundaries. The modification of parcel
improvements assessed within the District may then change upwards or downwards the amount of total footage
assessment for these parcels. In future years, the assessments for the special benefits bestowed upon the included
BID parcels may change in accordance with the assessment methodology formula listed in the Management District
Plan and Engineer’s Report provided the assessment rate does not change. If the assessment formula changes,
then a Proposition 218 ballot will be required for approval of the formula changes. Pursuant to Government Code
section 53750.

Time and Manner for Collecting Assessments

As provided by State law, the District assessment will appear as a separate line item on annual property tax bills
prepared by the County of Los Angeles. The Los Angeles City Clerk's office may direct bill the first year's
assessment for all property owners and will direct bill any property owners whose special assessment does not
appear on the tax rolls.
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The assessments shall be collected at the same time and in the same manner as for the ad valorem property tax
paid to the County of Los Angeles. These assessments shall provide for the same lien priority and penalties for
delinquent payment as is provided for the ad valorem property tax. However, assessments may be billed directly
by the City for any fiscal year of operation and then by the County for subsequent years. Any delinquent
assessments owed for a year for which the City billed will be added to the County property tax roll for the following
year. The "property owner" means any person shown as the owner/taxpayer on the last equalized assessment roll
or otherwise known to be the owner/taxpayer by the City.

Public Agency Assessments

The City of Los Angeles is a major property owner in the District. The City parcels will derive special benefits from
the peripheral cleaning of City parking lots, which may attract more visitors and pedestrian traffic, and, in turn,
generate additional parking revenue for the City. The additional parking usage and revenues may also yield greater
sales tax revenues and provide greater economic prosperity for the City. In addition, HPPBID programs and
services will supplement the current base level of services that exists in and around the City parcels to ensure a
system of cleanliness and order around many of these vacant or underutilized City owned parcels. The HPPBID
will convey a cleaner, more attractive and inviting environment, which will enhance the parking experience to visitors
to the District shopping areas.

Each publicly owned parcel within the District will proportionately benefit from the District funded supplemental
sidewalk operations (clean and safe) and beautification, district identity (newsletter and website) and organization
(management). Each of these parcels specially benefit from District funded programs and services from cleaner
and safer entrances and perimeters. In addition, the District funded marketing and district identity programs benefit
publicly owned parcels by announcing public events and activities held at these public facilities and apprise
employees of important District news, security issues and alerts and crime statistics. These services and programs
are designed to improve the safety and cleanliness and usability of each publicly owned assessed parcel and facility
within the District by reducing crime, litter and debris, all considered detractions to employment, visitation and use
of public facilities.

Public Agency Site Address 2020 % of Total
Owner Assessment
5468-025-900 LACITY Parking Lot $1,815.25 0.289%
5468-025-901 LACITY Parking Lot $586.36 0.093%
5468-032-901 LACITY Parking Lot $1,938.55 0.309%
5468-032-902 LACITY 115 S AVE 56 Community Garden $1,438.50 0.229%
5468-032-903 LACITY Community Garden $569.92 0.091%
5468-033-900 LACITY 119 N AVE 56 Parking Lot $1,395.76 0.222%
5468-033-901 LACITY Parking Lot $1,395.76 0.222%
5468-033-902 LACITY 117 N AVE 56 Parking Lot $630.20 0.100%
5468-033-903 LACITY Parking Lot $1,356.30 0.216%
5468-033-905 LACITY 5601 N FIGUEROA ST Office $3,901.80 0.621%
5492-001-900 LACITY 5712 MARMION WAY Parking Lot $2,996.88 0.477%
5492-001-901 LACITY Parking Lot $1,027.50 0.164%
5492-001-902 LACITY Parking Lot $1,284.38 0.205%
5492-002-900 LACITY Parking Lot $1,246.70 0.199%
5492-002-901 LACITY Parking Lot $163.03 0.026%
5492-011-900 LACITY 117 S AVE 58 Parking Lot $959.00 0.153%
5492-011-901 LACITY 113 S AVE 58 Parking Lot $959.00 0.153%
5492-012-900 LACITY 5826 MARMION WAY Parking Lot $1,849.50 0.295%
5492-013-900 LACITY 5921 N FIGUEROA ST LA City Fire Dept $4,595.00 0.732%
5492-024-900 LACITY 6000 N FIGUEROA ST Office $8,857.80 1.411%
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5492-025-900 LACITY LA City Playground $43,494.01 6.927%
5492-025-901 LACITY 6145 N FIGUEROA ST LA City Library $9,095.49 1.449%
5492.034-900 LACITY Triangle Park $1,115.10 0.178%
5492-034-901 LACITY 6152 N FIGUEROA ST Senior Citizen Center $17,442.67 2.778%
5492-034-902 LACITY Senior Citizen Center $13,017.87 2.073%
SUBTOTAL LA CITY $123,132.33 19.612%
5492-025-902 LACMTA Transit Corridor $1,672.20 0.266%
SUBTOTAL LACMTA $1,672.20 0.266%
GRAND TOTAL PUBLIC AGENCIES $124,804.53 19.878%

Residential Assessments

In accordance with Section 36632 (c) of the California Streets and Highways Code, properties zoned solely for
single family residential or agricultural use are conclusively presumed not to receive special benefit from the
improvements and service funded through the assessments of the District and are not subject to any assessment
pursuant to Section 36632 (c). Therefore, properties zoned solely for residential or agricultural use within the
boundaries of the District, if any, will not be assessed.

Section 5
District Rules and Regulations

Pursuant to the Property and Business Improvement law of 1994, as amended, a business improvement district
may establish rules and regulations that uniquely apply to the District. The District has adopted the following rules:
Competitive Procurement Process

The Owner’s Association shall develop a policy for competitive bidding when purchasing substantial amounts of
services, products and/or equipment. The policy will aim to maximize service, quality, efficiency and cost
effectiveness.

Renewal
District funds may be used for renewing the district.

Bonds
The District will not issue any bonds to finance any services or improvements in the district.

District Formation

District formation requires submission of petitions from property owners representing over 50% of the total weighted
assessments. Once the petitions have been submitted to the City Clerk’s office, the Los Angeles City Council will
adopt an Ordinance of Intention to establish the district and mail out ballots to all affected property owners. The
district is formed if the weighted majority of returned ballots support the district formation.

Duration

The HPPBID shall have a five-year term, which shall commence on January 1, 2020 and expire on December 31,
2024.

Governance

The Owners’ Association, as defined by Ordinance No. 173167 amending Los Administrative Code Chapter 9,
Sections 6.600 to 6.620 will review the District Budget and policies annually within the limitations of the MDP as
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defined in Section 6.616 of Chapter 9 of the Administrative Code. Annual and quarterly reports will be filed with the
City Clerk's office.

The Owners' Association may contract with the City of Los Angeles to implement the improvements and activities
and oversee the day-to-day implementation of the MDP as well as submit recommendations to the City on issues
including the annual budget and work plan.

Disestablishment

California State Law Section 36670 provides for the disestablishment of a District. Upon the termination of this
District any remaining revenues shall be transferred to the renewed District, if one is established, pursuant to Streets
and Highways Code Section 36660 (b). If disestablished, unexpended funds will be returned to property owners
based upon each parcel percentage contribution.

Appendix A

Property Owner Parcel Information

2020 % of Total 5468017028 $712.80 0.114%
Assessment

5468017031 $2,543.94 0.405%

5468003004 643, ‘
$e43.50 8102 5468020002 $2,229.70 0.355%

5468003005 36 0.099%
b 5468020003 $2,362.35 0.376%

5468003007 2,151.6 3437
$ 4 i 5468020013 $2,976.40 0.474%

5468003008 2,209.95 0.352%
32200 5468020014 $2,020.94 0.322%

5468003020 5.162.6 8229
$ b o 5468020015 $6,435.55 1.025%

5468003021 2,020.72 0.322%
: : 5468020025 $4,333.26 0.690%

5468004006 $5,412.46 0.862%
5468021014 $2,586.62 0.412%

5468004009 4.875.68 TTT%
$ i 5468021024 $2,107.23 0.336%

5468004022 8.917.00 1.420%
» ° 5468021025 $6,118.26 0.974%

5468005032 3,080.70 0.491%
.0 5468021030 $5,684.11 0.905%

5468005042 $4,622.30 0.736%
5468021031 $20,560.13 3.276%

5468005044 $7.071.27 1.126%
5468024006 $892.54 0.142%

5468005045 38,237.03 6.000%
3 5468024007 $5,593.85 0.891%

5468014001 1,758, 280%
$1.758:35 0-280% 5468024008 $7,468.68 1.190%

5468014002 $1,689.58 0.269%
5468024009 $4,076.80 0.649%

5468014003 2,659.78 0.424%
3 5468024010 $6,134.40 0.977%

5468014028 $9,058.49 1.443%
5468025001 $3,056.63 0.487%

5468015001 2,990.09 0.476%
5 5468025002 $988.30 0.157%

5468015002 2,653.97 0.423%
£ ° 5468025003 $3,506.78 0.559%

5468015003 2,465.43 0.393%
3 ’ 5468025004 $1,290.06 0.205%

5468015015 1,712.59 0.273%
¥ » 5468025005 §1,770.37 0.282%

5468015016 34214 0.545°
s . R 5468025016 $3,195.43 0.509%

58015033 2.275.26 0.362%
i 5 ’ 5468025017 $586.36 0.093%

5468016001 6,397.56 1.019%
36,39 5468025027 $1,846.47 0.294%

5468016002 $1,787.50 0.285%
5468025300 $1,815.25 0.289%

68016040 2,706.91 0.4319
o 5 e 5468025901 $566.36 0.093%

5468016044 3,713.54 0.591%
3 = 5468026001 $1,042.39 0.309%

5468017001 1,654.20 0.263%
s 5468026012 $5,119.69 0.815%

5468017023 2,548.47 0.406%
5 ’ 5468026021 $1,688.28 0.269%

5468017024 $2,058.55 0.328%
5468026023 $2,813.67 0.448%

5468017025 1,782. 0.2849
$ il ik 5468026030 $7,730.79 1.231%

68017027 2,030.1 0.3239
5 s . % 5468032001 $8,016.12 1.277%
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5468032014 $3,039.99 0.484% 5492002300 $1,246.70 0.199%
5468032015 $2,159.58 0.344% 5492002801 $163.03 0.026%
5468032016 $2,291.99 0.385% 5492011002 $1,941.20 0.309%
5468032017 $2,831.24 0.451% 5492011019 $3,078.54 0.490%
5468032018 $5,024.11 0.800% 5492011020 $2,340.00 0.373%
5468032901 $1,938.55 0.309% 5492011021 $2,370.58 0.378%
5468032802 $1,438.50 0.229% 5492011024 $3,432.37 0.547%
5468032903 $569.92 0.091% 54920119800 $959.00 0.153%
5468033015 $830.72 0.132% 5492011901 $959.00 0.153%
54688033017 $1,908.00 0.304% 5492012021 $13,615.34 2.169%
5468033018 $1,420.87 0.226% 5492012025 $17,988.25 2.865%
5468033019 $5,469.66 0.871% 5492012900 $1,849.50 0.295%
5468033020 $3,763.44 0.599% 5492013020 $3,239.30 0.516%
5468033021 $4,379.00 0.697% 5492013021 $2,196.06 0.350%
5468033023 $3,399.50 0.541% 5492013022 $2,322.40 0.370%
5468033900 $1,395.76 0.222% 5492013023 $2,729.62 0.435%
5468033901 $1,395.76 0.222% 5492013024 $2,355.40 0.375%
5468033902 $630.20 0.100% 5492013900 $4,595.00 0.732%
5468033303 $1,356.30 0.216% 5492014017 $7,485.66 1.192%
5468033305 $3,901.80 0.621% 5492014019 $9,080.69 1.446%
5484032002 $2,245.12 0.358% 5492014020 $3,865.55 0.616%
5484032003 $3,455.68 0.550% 5492015002 $1,611.30 0.257%
5484032004 $2,120.00 0.338% 5492015003 $2,407.32 0.383%
5484032005 $2,351.88 0.375% 5492015004 $2,780.00 0.443%
5484032006 $360.80 0.057% 5492015005 $2,416.12 0.385%
5484032007 $319.44 0.051% 5492015006 $1,135.50 0.181%
5484032010 $650.00 0.104% 5492015009 $2,835.00 0.452%
5484032011 $467.28 0.074% 5492015010 $7,315.38 1.165%
5484032012 $320.54 0.051% 5492015027 $7,809.04 1.244%
5484032021 $564.08 0.090% 5492015028 $4,028.50 0.642%
5484032022 $1,766.88 0.281% 5492024004 $5,243.66 0.835%
5492001007 $856.25 0.136% 5492024014 $5,926.20 0.944%
5492001012 $2,725.00 0.434% 5492024015 $8,984.68 1.431%
5492001013 $2,615.00 0.417% 5492024900 $8,857.80 1.411%
5492001014 $1,302.00 0.207% 5492025001 $806.52 0.128%
5492001015 $3,275.00 0.522% 5492025900 $43,494.01 6.927%
5492001016 $3,165.00 0.504% 5492025901 $9,095.49 1.449%
5492001017 $2,786.60 0.444% 5492025902 $1,672.20 0.266%
5492001018 $1,931.20 0.308% 5492026005 $2,275.87 0.362%
5492001900 $2,996.88 0.477% 5492026007 $2,586.47 0.412%
5492001901 $1,027.50 0.164% 5492026022 $1,657.33 0.264%
5492001902 $1,284.38 0.205% 5492026024 $2,485.99 0.396%
5492002008 $86.53 0.014% 5492026025 $6,537.94 1.041%
5492002013 $68.50 0.011% 5492026027 $6,657.34 0.901%
5492002025 $5,048.18 0.804% 5492034900 $1,115.10 0.178%
5492002026 $3,060.18 0.487% 5492034901 $17,442.67 2.778%
5492002027 $927.18 0.148% 5492034902 $13,017.87 2.073%
5492002028 $690.48 0.110% Total $627,850.31 100%
5492002029 $2,036.30 0.324%
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(HISTORIC ROUTE

“PETITION o ESTABLISH the

| OLOLAORG

LEGAL OWNER LACMTA

Highland Park Business Improvement District

PURSUANT TO (SECTION 36600 ET. SEQ OF THE
CALIFORNIA STREETS AND HIGHWAYS CODE)

ASSESSMENT

APN NUMBER SITE ADDRESS AMOUNT PERCENTAGE
5492-025-902 $1,672.20 0.266%
TOTALS | $1,672.20

YES, | want my property(ies) to be included in this Business Improvement District.

Property Owner’'s Name
(Please Print or Type)

Signature
Property Owner's OR Duly Authorized Representative’s

Title
(Please Print or Type)

Date

STATEMENT OF AUTHORITY TO SIGN THIS PETITION — (Must be completed by petition signer)

PRINT NAME CLEARLY

the best of my knowledge as of / / . Petitioner Signature:

l, , hereby certify (or declare) under penalty of perjury under the laws of the

State of California that | am legally authorized as owner, or legal representative of owner, to accept the levy of liens
(assessment amounts) on the property(ies) listed above. This statement is true, correct, and complete to

MONTH DAY YEAR

NOTE: ALL FIELDS MUST BE COMPLETED. PETITIONS WITH EMPTY FIELDS WILL BE REJECTED.

Return to us ASAP
Please Return To:

By mail: North Figueroa Assn, 5651 Fallston St., Los Angeles, CA 90042
By Fax: 323-257-1036
By Email: misty@oldla.org



Attachment C - Guidelines on BID Participation

Los Angeles County . . One Gateway Plaza 213.922.2000 Tel
Metropolitan Transportation Authority Los Angeles, CA goo12-2g952 metro.net

REVISED

FINANCE, BUDGET AND AUDIT COMMITTEE
MAY 14, 2014

SUBJECT: GUIDELINES ON LACMTA’S PARTICIPATION IN PROPOSED
BENEFIT ASSESSMENT DISTRICTS (BID)

ACTION: DELEGATION OF AUTHORITY

RECOMMENDATION

Delegate authority to the Chief Executive Officer to determine the Los Angeles County
Metropolitan Transportation Authority’s (‘LACMTA”) participation in Benefit Assessment
District where the total assessment over the term of the BID does not exceed $500,000,

and where the action represents a renewal of a BID previously approved by the
Board.

BACKGROUND

The MTA Board adopted Guidelines on LACMTA Participation in Proposed Assessment
Districts (“Guidelines”) in June 1998 (See Attachment A). The Guidelines require staff
to analyze each assessment district and/or improvement based on whether they
improve MTA property or facility, benefit MTA employees, benefit Metro’s passengers,
or reduce costs for the agency. Staff is to provide the Board with an analysis, on a
case by case basis, that determines whether MTA property benefits from the proposed
services or improvements; and whether the benefit to the property exceeds the cost of
the assessment. Based on the guidelines, the Board must determine whether or not to
participate in the proposed district.

DISCUSSION

The existing policy specifically requires that staff analyze each new assessment
district’s services and provide the MTA Board with an analysis, on a case by case basis.
Many of the BIDS are at levels that are significantly below the current delegated
authority of the Chief Executive Officer of $500,000. In addition, the analysis of the
benefit to LACMTA is routine and warrants the agency’s participation. Staff would

prepare the same level of review and analysis of the benefits of participation in

the BID and submit to the CEO for review and approval. In any case where the total
assessment for a BID’s renewal exceeds $500,000 over the term of the BID, the
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Attachment C - Guidelines on BID Participation

analysis will be completed and submitted to the Board for approval. Any participation

in a newly proposed BID will be subject to Board approval. Staffwould-still-prepare

DETERMINATION OF SAFETY IMPACT

The Board action will not have an impact on safety standards for Metro. However,
generally a BID's safety program will increase safety and crime prevention in the area
around LACMTA owned properties.

FINANCIAL IMPACT

LACMTA currently participate in 48 41 BIDs and street lighting districts. The annual
budget as of FY14 is approximately $517,000.00. Funding to participate in the
established BIDs is included in Cost Center 0651, Account No. 50799 (Taxes). Funds
are budgeted for each fiscal year. Funding for the BIDS are allocated from the
revenue generated from the General Fund - Right of Way Lease Revenue.

ALTERNATIVES CONSIDERED

The Board could not approve this recommendation to delegate authority to the Chief
Executive Officer and staff would continue to bring BID renewals these-requests to the
Board for approval. The efficiency and the time involved in agendizing the request on
the Board’s agenda is often constrained by the timeline established by the BID to obtain
MTA's approval. In those cases, MTA would not be able to sign the petition circulated
to property owners affected by the BID for renewals.

ATTACHMENTS
Attachment A Guidelines on MTA Participation in Proposed Assessment District dated
June 18, 1998
Prepared by: Velma C. Marshall, Deputy Executive Officer — Real Estate
(213) 922-2415
Calvin E. Hollis, Managing Executive Officer- Countywide Planning

and Development
(213) 922-7319

Guidelines on LACMTA's Participation in proposed Benefit Assessment Districts (BID) 2
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Martha Welborne, éAl%i

Chief Planning Officer

A
k.
Arthur T. Leahy v

Chief Executive Officer

Guidelines on LACMTA’s Participation in proposed Benefit Assessment Districts (BID)
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ATTACHMENT A

METRO

: GENERAL GUIDELINES
for MTA Participation in Proposed Assessment Districts

1. ipation in |3 cts

Assessment districts can provide a wide variety of services and improvements. However, the
MIAmustdecideindividnallywheﬁnwnotspedﬁchApmpatyhemﬂs from such
services and improvements. Such determination shall be dependent spon:

¢ theuse of MTA property, and
] thesavimoximptovemenispmvidedbyﬂmmwaisﬁct.

2. Evaluation Cyiteria
Theﬁ:ﬂowhgcﬁtaiadmubensedmevahatewheﬁmmmtmmdisﬁawﬁcs

mﬂlorﬁnpmvanentswﬂlbmeﬁtMTAisﬁwextmtthatﬁmsuvicesorhnpmva
specifically:

improve MTA property or facilities,
benefit MTA employees,

benefit the MTA riding public, or
reduce costs for the MTA.

3. Determination of Benefit

Bach proposed assessment district oomniningMI‘Apmpcttywillbemalyzedonacase-lgy-ga.se
basis; however, general guidelines ﬁordetmniningbeneﬁttoMIApmpetﬁwmasouﬂmedm
the following:

TIER 1 - NO BENEFIT
o Subsurface easements
s Aecrial easements
o’ Rights of Way
TIER 2 - MINOR OR NO POTENTIAL BENEFIT

e Vacant Land
e Parking Lots

Guidelines on LACMTA's Participation in proposed Benefit Assessment Districts (BID) 4
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'Y Busm ’
TIER 3 - MINOR OR SOME POTENTIAL BENEFIT

Bus Divisions

Bus Terminals

Customer Service Centers
USG Headquarters Building
Maintenance Facilities

Rail Division

Rail Terminus

Stations

TIER 4 - ACTUAL BENEFIT

e Joint Development Projects

Guidelines on LACMTA’s Participation in proposed Benefit Assessment Districts (BID)



Los Angeles County
M etrO Metropolitan Transportation

Authority
One Gateway Plaza

@ 3rd Floor Board Room
) B r R Los Angeles, CA
Metro oard Report

File #: 2019-0293, File Type: Contract Agenda Number: 11.

FINANCE, BUDGET AND AUDIT COMMITTEE
JUNE 19, 2019

SUBJECT: INFORMATION TECHNOLOGY SERVICES BENCH
ACTION: APPROVE ADDITIONAL FUNDING

RECOMMENDATION

AUTHORIZE the Chief Executive Officer to:

A. INCREASE authorized funding in the amount of $13 million for the Information Technology
Services Bench (IT Bench) to perform information technology support services on an as-needed
task order basis with multiple approved firms (see Attachment C) increasing the cumulative total
authorized funding from $17 million to $30 million; and

B. AWARD and EXECUTE task orders for a not to exceed amount of $30 million.
ISSUE

The Information and Technology Services (ITS) department manages multiple programs to support
the Agency’s technology goals and objectives. Each program utilizes specialized technical services
to support governance, planning, implementation, maintenance and enhancement services.

When delivering technology projects, based on project schedule needs, multiple support from various
technical disciplines are required throughout the lifecycle. The number of concurrent resources
required for limited durations may exceed the number of available budgeted full-time equivalents in
the ITS department. To meet these resource demands, use of contracted resources on an as-
needed basis is the most cost-effective method to fulfill the varied project support requirements in a
timely manner. An IT Bench was developed in 2015 through a competitive process, establishing
prequalified vendors to enable small/mid-scale task orders to be awarded more efficiently.

The IT Bench has been successful by quickly providing temporary resources to support many of the
technology programs and enterprise systems including the Agency’s Business Financial & Transit
Operations Systems, Measures M & R Construction Projects, SCADA and TAP. Technology service
coverage is needed in areas such as IT Governance & Strategic Planning, Network & Data
Communications Infrastructure, Cyber Security, Programming & database services and Project
Management Services.

Metro Page 1 of 5 Printed on 4/3/2022
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The success of the IT Bench has exhausted the Bench'’s funds faster than anticipated. To meet the
delivery of both current and approved planned technology initiatives which support the goals of
Metro’s Vision 2028 Strategic Plan, additional funds are being requested to add to the IT Bench
contract. The IT Services Bench will support the following current projects that are in process:

vV Vv VvV YV V¥V VY ¥V V ¥V V VY V

Connect Bus, Rail and Facilities cellular/WiFi Project

Technology Expansion for all new facilities supporting Measures M & R
Enterprise Asset Management Project

Payroll Program Replacement Project

Real Estate Replacement Project

Enterprise Safety Management System Project

Enterprise HR/Human Capital Systems Project

Enterprise Unified Communications/Phone System Project

Enhancing Camera/Video/ technology to improve Video Surveillance Project
Nextrip Digital Signage Project

Agency Information Security & Compliance Project

Windows 10 Upgrade Project
Technology Experience for the Customer Enhancement

BACKGROUND

In August 2015, using the IT Bench, the ITS Department issued 27 contracts for part time staff
resources and professional services to support many of the Agency’s technology initiatives.

DISCUSSION

The IT bench consists of vendors deemed qualified to participate in IT requirements for the

following16 technical disciplines. The IT bench was established for a five-year period to perform
professional services for a cumulative total value of $17 million. Individual task orders will continue to
be awarded based on competition via the Request for Proposal (RFP) process.

1.

2.

Platform / End User Computing Systems

Database Services / Data Management

Metro

Page 2 of 5 Printed on 4/3/2022

powered by Legistar™


http://www.legistar.com/

File #: 2019-0293, File Type: Contract Agenda Number: 11.

3. Storage Services

4. Telecom and Network Communication Services

5. Applications and Web Development

6. Business Intelligence and Analytics
7. Content Management

8. Mobile Solutions

9. Oracle E-business Suite

10.  Transit Operations and Automated Fare Collection Systems

11.  Asset Material and Management Systems

12.  Intelligent Transportation/Transit services

13.  Project / Program Management

14. IT Strategy Planning / Enterprise Architecture / Governance

15.  Agency-Wide Information Security and Compliance

16. SCADA Control Systems Cyber Security

The IT Bench model has proven to be a successful method in reducing staff resources expended on the procurement of
service contracts and has allowed for projects to be completed in a more efficient manner.

The IT Bench supports the core services provided by the ITS Department.

> The Business Application Services (BAS) program provides functional, business, and technical programming
services to support approximately 145 business applications used daily for Transit Operations, Financial,
Administrative Services, and other business units in Metro.

> The Operations and Service Delivery (OSD) program provides 24x7 installation and maintenance services for
Metro’s enterprise technology infrastructure including over 4,000 desktop/laptop/kiosk computers, 55 telephone
PBX/VOIP systems, 9,000 phone devices, 2,100 telecommunications data lines and audio-visual services covering
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the USG facility, over 35 divisions and other Metro locations.

> The Information Security Services program provides the Agency’s cyber security activities protection and ensures
the confidentiality, integrity and availability of the agency’s critical information assets while ensuring its goals and
objectives are being met.

> The Systems Architecture and Technology Integration program provides system administration, 24/7 data center
operations, and disaster recovery services for Metro’s enterprise technology network communications and database
infrastructure.

> The ITS Program Office provides Strategic Planning, Governance, Project Management and technology support
for Measure M & R construction projects.

> The Research and Records Information Management program administers the well-regarded transportation
research library, as well as creates and governs policy on storage of Metro records.

> The Digital Strategy and Innovation Services program develops the roadmap for investment in technology to

meet Metro’s customers’ needs.

AWARDS

Since the start of the IT Bench, 31 task orders have been issued. Of the initial $17M total contract value, approximately
$15.5M (91%) in task orders have been awarded, leaving a balance of $1.5M with 15 months (of the original 60 months)
remaining for the period of performance. The IT Bench consists of 27 vendors, 11 of which are SBE’s.

DETERMINATION OF SAFETY IMPACT

A critical role of effective transit service is the prompt and accurate dissemination of information to the public and to
provide a safe environment for the public to travel. Many current IT projects, supported through the IT Bench, facilitate
this effort.

FINANCIAL IMPACT

Funding for FY19 is included in the department, cost center budgets. Each task order awarded to a Contractor will be
funded with the source of funds identified for that project. Since this is a multi-year contract, the departmental cost center
managers will be responsible for budgeting costs in future years.

Impact to Budget

The funding for these task orders is dependent upon the specific project.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

The recommended action supports GOAL 5: Provide responsive, accountable, and trustworthy governance within the
Metro organization. The IT Bench allows the Agency to be efficient and agile in acquiring professional services that
support many of the Agency’s key technology initiatives.

ALTERNATIVES CONSIDERED

1. Solicit competitive proposals for each individual task as it becomes due. This is not recommended as it would
require extensive additional staff time to process each request and result in project delays due to the lead time
required to complete each procurement cycle. Additionally, procuring these services on a per assignment basis does
not provide opportunities for economies of scale.

2. Utilize the existing ITS staff to provide the required technical support. This is not feasible as the current budgeted ITS
capacity is fully utilized to maintain Metro’s existing computer and network systems. There would not be sufficient
existing staff to re-assign to provide technical support to the various ITS capital projects.

NEXT STEPS
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Upon Board approval, staff will increase funding to the IT Bench Contracts for the continuation of the IT services.

ATTACHMENTS

Attachment A - Procurement Summary

Attachment B - Contract Modification/Change Order Log
Attachment C - Firms by Discipline IT Services Bench
Attachment D - List of Task Orders and Values
Attachment E - DEOD Summary

Prepared by:  William Balter, Sr. Director ITS - Program Management Office (213) 922-4511

Reviewed by: Bryan Sastokas, Chief Information Technology Officer, (213) 922-5510
Debra Avila, Chief Vendor/Contract Management Officer, (213) 418-3051

Rl

Phillip A. Washington \
Chief Executive Officer '
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ATTACHMENT A

PROCUREMENT SUMMARY

INFORMATION TECHNOLOGY SERVICES BENCH

1. Contract Number: Various
2. Contractor: IT Bench (multiple contractors — see Attachment C)
3. Mod. Work Description: Continue IT services
4. Contract Work Description: IT services work related to 16 technical disciplines
5. The following data is current as of: May 14, 2019
6. Contract Completion Status Financial Status
Contract Awarded: | July 23, 2015 Contract Funding $17,000,000
Amount:
Notice to Proceed N/A Total of $0.00
(NTP): Modifications
Approved:
Original Complete August 5, 2020 Pending $13,000,000
Date: Modifications
(including this
action):
Current Est. August 5, 2020 Current Contract $30,000,000
Complete Date: Funding (with this
action):
7. Contract Administrator: Telephone Number:
Victor Zepeda (213) 922.1458
8. Project Manager: Telephone Number:
William Balter (213) 922.4511

A. Procurement Background

This Board Action is to approve additional funding in the amount of $13,000,000 to
the IT Bench Contract, issued in support of the ITS department for information
technology support services.

Future Task Orders will be processed in accordance with Metro’s Acquisition Policy
and the contract type is a firm fixed price.

On July 23, 2015, the Board of Directors authorized the Chief Executive Officer to
establish the IT Bench Contract with qualified firms for IT support services for a
period of five years.

Please refer to Attachment B for Contract Modification/Change Order Log, and
Attachment D for List of Task Orders and Values.

B. Cost/Price Analysis

All future task orders and modifications will be determined to be fair and reasonable
in accordance with Metro’s Acquisition Policy at the time of issuance and award.

No. 1.0.10
Revised 10/11/16



ATTACHMENT B
CONTRACT MODIFICATION/CHANGE ORDER LOG

INFORMATION TECHNOLOGY SERVICES BENCH

Mod. Description Status Date Amount

No. (approved
or

pending)

1 Additional Contract Authority Pending | 06/27/19 | $13,000,000

Modification Total: $13,000,000

Original Contract Funding: $17,000,000

Total Funding: $30,000,000

No. 1.0.10

Revised 10/11/16




ATTACHMENT C

FIRMS BY DISCIPLINE
IT SERVICES BENCH

A. Platform/End User Computing Systems

B. Database Services/Data Management

22nd CENTURY TECHNOLOGIES INC (DBE)

AURIGA CORPORATION (DBE/SBE)

EPLUS TECHNOLOY INC

INFORMATION MANAGEMENT RESOURCES
(DBE/SBE)

INTRATEK COMPUTER INC

INTRATEK COMPUTER INC

INTUEOR CONSULTING INC (DBE/SBE)

PI TECHNOLOGY INC (SBE)

SIERRA CYBERNETICS INC

ZENSAR TECHNOLOGIES INC

VISION TECHNOLOGIES INC

ZENSAR TECHNOLOGIES INC

C. Storage Services

D. Telecom and Network Communication Svcs.

22nd CENTURY TECHNOLOGIES INC (DBE)

AURIGA CORPORATION (DBE/SBE)

BIRDI & ASSOCIATES INC (DBE/SBE)

BLACK BOX NETWORK SERVICES

EPLUS TECHNOLOY INC

CH2M HILL INC

INTUEOR CONSULTING INC (DBE/SBE)

EPLUS TECHNOLOY INC

SIDEPATH INC

WEST COAST CABLE INC (SBE)

ZENSAR TECHNOLOGIES INC

E. Applications and Web Development

F. Business Intelligence and Analytics

22nd CENTURY TECHNOLOGIES INC (DBE)

22nd CENTURY TECHNOLOGIES INC (DBE)

ECO & ASSOCIATES (DBE/SBE)

AURIGA CORPORATION (DBE/SBE)

INTRATEK COMPUTER INC

INTRATEK COMPUTER INC

INTUEOR CONSULTING INC (DBE/SBE)

VIVA USA INC (DBE)

PI TECHNOLOGY INC  (SBE)

ZENSAR TECHNOLOGIES INC

ZENSAR TECHNOLOGIES INC

G. Content Management

H. Mobile Solutions

HERSHEY TECHNOLOGIES

AEON GROUP LLC (DBE/SBE)

INFORMATION MANAGEMENT RESOURCES

ALINC CONSULTING INC (DBE/SBE)

(DBE/SBE)
INTRATEK COMPUTER INC BIRDI & ASSOCIATES INC (DBE/SBE)
MYTHICS CIVIC RESOURCE GROUP (CRG)

PI TECHNOLOGY INC (SBE)

Pl TECHNOLOGY INC (SBE)

ZENSAR TECHNOLOGIES INC

ZENSAR TECHNOLOGIES INC




I. Oracle E-business Suite

J. Transit Operations and Automated Fare
Collection Systems

AURIGA CORPORATION (DBE/SBE)

ALINC CONSULTING INC (DBE/SBE)

INTRATEK COMPUTER INC

AURIGA CORPORATION (DBE/SBE)

MYTHICS

CH2M HILL INC

PI TECHNOLOGY INC (SBE)

E DEMAND INC (SBE)

ZENSAR TECHNOLOGIES INC

INFORMATION MANAGEMENT RESOURCES
(DBE/SBE)

K. Asset Material and Management Systems

L. Intelligent Transportation/Transit Services

22nd CENTURY TECHNOLOGIES INC (DBE)

AEON GROUP LLC (DBE/SBE)

CH2M HILL INC

AURIGA CORPORATION (DBE/SBE)

INTUEOR CONSULTING INC (DBE/SBE)

CH2M HILL INC

PI TECHNOLOGY INC (SBE)

INFORMATION MANAGEMENT RESOURCES
(DBE/SBE)

TSTREET SOLUTIONS LLC

INTUEOR CONSULTING INC (DBE/SBE)

M. Program / Project Management

N. IT Strategy Planning/Enterpriser
Architecture/Governance

AEON GROUP LLC (DBE/SBE)

AEON GROUP LLC (DBE/SBE)

E DEMAND INC  (SBE)

CH2M HILL INC

INTUEOR CONSULTING INC (DBE/SBE)

E DEMAND INC (SBE)

PI TECHNOLOGY INC (SBE)

INFORMATION MANAGEMENT RESOURCES
(DBE/SBE)

PLANTE MORAN PLLC

INTUEOR CONSULTING INC (DBE/SBE)

ZENSAR TECHNOLOGIES INC

PLANTE MORAN PLLC

O. Agency-Wide Information Security and
Compliance

P. SCADA Control Systems Cyber Security

22nd CENTURY TECHNOLOGIES INC (DBE)

AURIGA CORPORATION (DBE/SBE)

DIGITAL SCEPTER (SBE)

DIGITAL SCEPTER (SBE)

EPLUS TECHNOLOQOY INC

EPLUS TECHNOLOY INC

PI TECHNOLOGY INC (SBE)

INFORMATION MANAGEMENT RESOURCES
(DBE/SBE)

PLANTE MORAN PLLC

VAN ASSOCIATES




IT BENCH
LIST OF TASK ORDERS AND VALUES

IT Bench Contract No. |Project Description Total Task Order
Task Order # |Consultant
1| Pi Technology | PS3547800 |Systems Support Staff Augmentation $ 487,680.00
$ 377,992.00
2| Black Box PS3629500 [Telecomm Support
$ 696,791.27
3| eDemand PS3546600 |UFC Update
$ 392,679.00
4| Pi Technology | PS3547800 [Sharepoint Staff Augmentation
$ 366,928.00
5| Pi Technology | PS3547800 [System Architect Support (for TAP)
$ B
6] N/A N/A CANCELED
$ 264,022.00
7[ IMRI PS3609000 [ORACLE APEX CONSULTANT
$ 470,005.00
8-pc| eDemand PS3546600 |Project Coordinator
$ 806,400.00
8-spm| Pi Technology | PS3547800 |Sr. Project Manager
$ 773,556.00
8-brm| AEON PS6609400 |Business Relationship Manager
$ 881,416.41
8-pmo| AEON PS6609400 [Project Manager Officer
$ B
9[ N/A N/A CANCELED
$ 678,661.00
10| eDemand PS3546600 [Cyber Security
$ B
11] N/A N/A CANCELED
$ _
12| N/A N/A CANCELED
$ 314,800.00
13| Pi Technology | PS3547800 |Financial Applications (Apex Oracle Developer)
$ 182,474.40
14| CH2M PS36700000 [Systems Analyst (for CFO)
$ 349,200.00
15-3| Zensar ps3547000 |Salesforce Software Services
West Coast $ 747,500.00
16|Cable PS3555900 [Cabling Services
$ B
17| N/A N/A CANCELED
$ 352,650.00
18] Digital Scepter | PS3549500 |Palo Alto Firewall Support
$ 252,000.00
19| Pi Technology | PS3547800 |PM SalesForce
$ 399,821.00
20| Pi Technology | PS3547800 [Net Developer
$ 224,999.68
21| Intueor ps3546500 |PM Support Services (for Regional Connector)
$ 27,762.50
22| T-Street PS3550000 [Oniqua OAS Support
$ 365,457.00
23| Pi Technology | PS3547800 |Accounts/Email Support
$ 865,558.00
24| eDemand PS3546600 [UFS Support Services
$ 471,500.00
25| Pi Technology [ PS3547800 |Sharepoint Support Services
$ 248,712.00
26| Auriga ps3546200 |VDI Support (SCADA)
$ B
27| N/A N/A CANCELED
$ 352,879.00
28| eDemand ps3546600 |Taleo Systems PM
West Coast $ 1,750,000.00
29|Cable ps3559000 [POE CABLILNG SERVICES
$ 120,696.00
30| Auriga ps3546200 |SCADA SUPPORT SERVICES
$ 99,000.00
31| Pi Technology | PS3547800 |Apex
$ 991,000.00
32| Pi Technology | PS3547800 |Database Configuration
$ 953,030.00
33| Intueor ps3546500 |PM Support for EAM
solicitation in- $ _
34 progress IT SECURITY - Engineer
solicitation In- $ N
35 progress IT SECURITY - Analyst Lead
$ 220,400.00
36| Pi Technology | PS3547800 |IT SECURITY - ORG Chart/Comm Specialist

Total Task Order Values:

$15,485,570.26

Contract No. PS92403383

lofl
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ATTACHMENT E

DEOD SUMMARY
INFORMATION TECHNOLOGY SERVICES BENCH

A. Small Business Participation

DEOD established an overall 12% goal for this Task Order/Bench contract for the
participation of Disadvantaged Business Enterprise (DBE) and Small Business
Enterprise (SBE) certified firms. The overall 12% goal is applied to all task orders
issued and the type of participation is based on the funding source. Each bench
participant met or exceeded the 12% DBE or SBE commitment. The overall
DBE/SBE patrticipation is based on the cumulative value of all task orders issued.
There are twenty-seven (27) Primes on the Bench; of which nine (9) are DBE firms
and eleven (11) are SBE firms.

To date, thirty-one (31) task orders have been awarded to twelve (12) primes on the
bench. Listed below are the bench participants that have been awarded task orders
and their current level of DBE/SBE participation. Based on payments, the
cumulative DBE patrticipation of all task orders awarded is 88.50%, and the
aggregate SBE participation is 81.59% which exceeds the DBE/SBE commitment.

Small Business 12% DBE/SBE Small Business 88.50% DBE
Commitment Participation 81.59% SBE
Current
DBE/SBE Primes & Subcontractors Participation
DBE SBE
1 | AEON Group LLC (DBE/SBE Prime) 100% -
Total 100% -
2 | Auriga Corporation (DBE/SBE Prime) - 48.35%
Total - 48.35%
3 | Black Box - -
Total - -
4 | CH2M - -
Total - -
5 | Digital Scepter (SBE Prime) - 51.54%
Total - 51.54%
6 | eDemand Inc. (SBE Prime) - 92.97%
Total - 92.97%
7 | Information Management Resources (DBE/SBE Prime) - 10.71%
Total - 10.71%
No. 1.0.10

Revised 01-29-15



8 | Intueor Consulting Inc. (DBE/SBE Prime) - 100%
Total - 100%
9 | PI Technology (DBE/SBE Prime) - 100%
Total - 100%
10 | T-Street - -
Total - -
11 | West Coast Cable (SBE Prime) - 17.97%
Total - 17.97%
12 | Zensar Technologies 0% -
Trunorm Inc. (DBE Subcontractor) 14.66%
Total | 14.66% -

B. Living Wage and Service Contract Worker Retention Policy Applicability

The Living Wage and Service Contract Worker Retention Policy is not applicable to
this contract.

C. Prevailing Wage Applicability

Prevailing wage is not applicable to this contract.

D. Project Labor Agreement/Construction Careers Policy

Project Labor Agreement/Construction Careers Policy is not applicable to this
Contract. Project Labor Agreement/Construction Careers Policy is applicable only to
construction contracts that have a construction contract value in excess of $2.5
million.

No. 1.0.10
Revised 01-29-15
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File #: 2019-0254, File Type: Plan Agenda Number: 12.

FINANCE, BUDGET AND AUDIT COMMITTEE
JUNE 19, 2019

SUBJECT: FY20 AUDIT PLAN
ACTION: ADOPT AUDIT PLAN

RECOMMENDATION

ADOPT the FY20 Proposed Audit Plan.
ISSUE

Management Audit Services’ (Management Audit) must provide its Annual Audit Plan to Metro’s
Board of Directors for input and approval.

BACKGROUND

At its January 2008 meeting, the Board adopted modifications to the FY0O7 Financial Stability Policy.
The Financial Stability Policy requires Management Audit Services (Management Audit) to develop a
risk assessment and an audit plan each year and present it to the Board. It also requires that the
Finance, Budget and Audit Committee, as the audit committee for the agency, provide input and
approval of the audit plan.

DISCUSSION

Instrumental to the development of the FY20 Audit Plan was the completion of the FY19 agency-wide
risk assessment. The agency-wide risk assessment is continually being refined and adjusted based
upon events, issues identified during audits and agency priorities. The risk assessment continues to
place a strong emphasis on the agency’s internal control framework and vulnerability to fraud. We
believe this year’s risk assessment portrays the agency’s risks in light of the changes to our risk
environment and the challenges the agency faces in the next few years. The result is the FY20
Proposed Audit Plan (Attachment A).

This is the fifteenth year an audit plan has been developed and presented to the Board for input and
adoption.

Policy Implications
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An audit plan defines the work that will be completed or directed by Management Audit each fiscal
year. Itindicates both the depth and breadth of audit activities addressing financial, operational and
compliance risks for the agency. The audit plan also identifies the extent to which controls are being
assessed by routine audit activities, addressed proactively through advisory services, or as a result of
concerns from management.

The annual audit plan is driven by two key factors: (1) risk assessment results, and (2) audit
resources. The goal in drafting the audit plan is to address the highest risk areas at the agency given
the resources available to complete the audits. In addition, urgent requests may arise that need audit
support. When this occurs, the plan must be reassessed and Management Audit may supplement
internal resources with outside consultants as long as there is funding and consultants available for
the task. Therefore, not all planned audit work may be completed and the audit plan may be
reassessed and adjusted during the year for unanticipated risks and work.

DETERMINATION OF SAFETY IMPACT

Approval of this item will not impact the safety of Metro patrons or employees.

FINANCIAL IMPACT

Funding for the annual audit plan has already been included in the FY20 budget in Management
Audit’s cost center and the appropriate projects throughout the agency.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

Approval of this item supports Metro Vision 2028 Goal #5: Provide responsive, accountable, and
trustworthy governance within the Metro organization. However, the projects included in the plan
directly or indirectly support all five Vision 2028 goals identified in Metro’s Strategic Plan.

ALTERNATIVES CONSIDERED

One option would be not to complete an annual audit plan. This is not recommended since the audit
plan is a management tool to systematically assign resources to areas that are a concern or high risk
to the agency. Communicating the audit plan to the Board is required by audit standards.

NEXT STEPS
Upon Board approval, Management Audit will develop the audit schedule for FY20. Management
Audit will report to the Board quarterly on its progress in completing the annual audit plan.

ATTACHMENTS

Attachment A - FY20 Annual Business Plan and Proposed Audit Plan

Prepared by: Alfred Rodas, Sr. Director, Audit, (213) 922-4553
Monica Del Toro, Audit Support Manager, (213) 922-7494
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Reviewed by: Diana Estrada, Chief Auditor, (213) 922-2161
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Phillip A. Washington
Chief Executive Officer '
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Executive Summary
OVERVIEW

Annually, the Board requires Management Audit Services (Management Audit) to
complete an agency-wide risk assessment and submit an audit plan to the Board for its
input and approval.

An agency-wide risk assessment is the process of understanding an organization’s
strategic, operational, compliance and financial objectives to identify and prioritize
threats/risks that could inhibit successful achievement of these objectives. Risk
assessments provide management with meaningful information needed to understand
factors that can negatively influence operations and outcomes.

An audit plan is driven by two key factors: 1) risk assessment results, and 2) audit
resources. The goal of preparing an audit plan is to address the highest risk areas at
the Agency given the resources available to complete the audits.

RISK ASSESSMENT

Instrumental to the development of the FY20 Audit Plan was completion of the FY19
agency-wide risk assessment. The agency-wide risk assessment is continually being
refined and adjusted based upon events, issues identified during audits and agency
priorities. The categorization of risks used corresponds with the current five Vision 2028
goals identified in Metro’s Strategic Plan:

Provide high-quality mobility options that enable people to spend less time traveling.
Deliver outstanding trip experiences for all users of the transportation system.
Enhance communities and lives through mobility and access to opportunity.
Transform Los Angeles County through regional collaboration and national
leadership.

Provide responsive, accountable, and trustworthy governance within the LA Metro
Organization.

b=

o

The risk assessment continues to place a strong emphasis on the Agency’s internal
control framework and vulnerability to fraud. We believe this year’s risk assessment
portrays the agency’s risks in light of the changes to our risk environment and the
challenges the agency faces in the next few years.

The risk environment evolves while the Agency prioritizes based on its Strategic Plan
and continues to strive to achieve all of its goals successfully with available funding and
staffing.

The agency-wide risk assessment process began by reviewing and analyzing key
documents such as the annual budget, the Comprehensive Annual Financial Report
(financial statements), Strategic Plan, Annual Program Evaluation, Board/Committee
Reports, status reports on major construction projects, past audit reports and industry
journals and trends. We conducted interviews with key personnel to obtain additional
information. All of this information was used to identify risks and concerns specific to
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individual cost centers as well as risks impacting the entire agency. In addition, similar
to last year we evaluated risks related to five outside agencies that receive significant
funding from Metro: Access Services, Metrolink, High Speed Rail, Pasadena Foothill
Extension Authority (Foothill), and Alameda Corridor East (ACE). Risks were then
scored using two factors, magnitude of impact and likelihood of occurrence. As in prior

years, a heat map is still being used to display the overall risk assessment of the
agency.

Organizational Risk Heat Map

Likelihood

A. Human Capital & Development J Information Technology

B. Security & Law Enforcement K Communications

C. Congestion Reduction L Extraordinary Innovation

D. Vendor/Contract Management M. Metro Operations

E. Civil Rights & EEO N. Pasadena Gold Line Con. Authority
F. Program Management O. Alameda Corridor East

G. Planning & Development P Metrolink

H. Risk, Safety & Asset Mgmt. Q Access Services

I Finance & Budget R High Speed Rail
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High Risk Areas

The top internal risks continue to be acquisition of qualified staff and contractors,
completion of multiple mega projects, safety and security, declining ridership, fiscal
discipline, aging infrastructure and deferred maintenance, dated information systems,
and a lengthy procurement process.

1)

2)

3)

The ability to hire qualified technical staff and contractors to complete projects, while
improving overall performance, continues to be a pervasive concern throughout the
Agency. Given competitive current market conditions, the agency is challenged to
hire top talents. The scope and magnitude of the projects that the agency is
undertaking requires a delicate balance of investing the right staff resources to our
existing and emerging priorities. Metro is employing a combination of long and short
term strategies such as: Career Pathways, the Expose, Educate, Employ (E3)
Initiative, Transportation School, expanding the veteran hiring initiative,
implementing the Workforce Initiative Now (WIN-LA) Program, establishing the
Women and Girls Governing Council, partnering with local institutions, promoting
internal and external leadership training opportunities to establish our reputation as
an employer of choice and develop tomorrow’s workforce. To address the shortage
of qualified contractors Metro continues to improve various programs that assist
small, medium and large contractors to efficiently do business with Metro, with the
goal of expanding the pool of qualified contractors.

Metro is undertaking one of the largest transportation capital programs in the nation,
with the number of mega-projects including the completion of 28 key projects in time
for the 2028 Summer Olympics. The risk is further compounded by the growing
level of uncertainty due to emerging regulatory policy changes that impact our
purchasing and project delivery ability. Management is closely monitoring regulatory
and funding source changes (e.g. New Starts Transit Program) to determine the
potential impacts to Metro with regards to possible Federal ban to purchase rail cars
from China and the impact of the steel tariff. To address the shortage of qualified
contractors the Agency has employed efforts including Small Business Prime (Set-
Aside), Medium-Size Business Enterprise, and Contracting, Outreach & Mentoring
Plan (COMP). To address the schedule and cost challenges associated with the
completion of multiple capital projects, management is taking mitigating measures
including conducting an Annual Program Evaluation (APE) of our capital program to
ensure that current factors are always considered when assessing project risks
associated with costs and schedules. In addition, Program Management is
implementing various strategic initiatives to improve the planning and consistency of
project delivery including: implementing a systematic approach to quality assurance,
enhancing its project management procedures, establishing a new training program
and employing best practices. In its efforts to ensure quality is maintained
throughout all projects, Metro has multi-year quality assurance contract to develop
the new quality oversight program. Although we have made certain developments
regarding utility relocations there are still challenges outside of the Agency’s control
pertaining to certain cities’ complex and lengthy processes.

Terrorism and other crimes continue to be potential threats to the Agency and
ridership. System Security and Law Enforcement has started to implement
innovative ways to use technology and has partnered with the Sheriff's Department,
Los Angeles Police Department, Long Beach Police Department, and the community
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4)

5)

to secure high risk areas. Increased law enforcement visibility, since the multi-
agency contracts began, has resulted in a significant reduction in crime. In addition,
System Security is exploring the use of various technological improvements such as
motion detection lasers, “dark screen” monitoring and drones to assist them in
improved monitoring and intrusion detection throughout our system. Systems
Security has completed, through use of experts, a risk assessment of physical
security of Metro facilities to create a prioritization plan to ensure the safety and
security of staff and assets.

The Agency, like many transit agencies in the country, has suffered from a steady
decline in ridership. To address the declining ridership, management has undertaken
a comprehensive analysis of all existing bus service (NextGen) to identify the needs
of current and potential riders in order to restructure routes and schedules most
effectively. Also, the Agency is evaluating all aspects of conditions to improve the
overall customer experience and is employing various strategies such as utilization
of digital signage, systemwide Wi-Fi, expansion of Transit Oriented Development,
First/Last Mile Program, MicroTransit Pilot Program, and reduced-fare discounted
pass programs. The Agency has created a task force and continues to partner with
local jurisdictions to address the challenge of homelessness which impacts the
customer experience. Additionally, we have increased security presence in focused
areas using data that is regularly analyzed for incidents. Metro is undertaking an
extensive modernization of the Blue Line which will extend the service life of the
Blue Line, improve reliability and resiliency, and enhance safety.

Metro’s ability to provide a world-class transportation system necessitates both
effective fiscal management and prioritization of financial resources. This is
heightened by current market conditions resulting in higher than anticipated material
and labor costs which impact the costs of construction and operations. In addition, a
continued decline in ridership could jeopardize our share of valuable state and
federal funds. In addition, Agency closely monitors potential changes in Federal and
State policies that may impact available funding for both Construction and
Operations. The Agency is aware of project cost increases due to higher cost than
initial cost estimates. As a result, the Agency adopted an annual Work Program,
which initiates future quarterly updates on significant projects and programs to assist
with the direction and decisions about significant policy and planning efforts. The
Agency continues to explore a combination of funding strategies that will both ease
congestion and assist with funding for potential project acceleration. Management
continuously assess and improve various fiscal management tools such as the 10-
year budget process, Performance Management System, and Long Range
Transportation Plan Update in order to effectively plan, allocate resources, monitor
performance, strengthen fiscal discipline, and ensure accountability. The Agency
completed the 10-Year Strategic Plan which will be continuously used to drive the
prioritization of our projects and funds.

6) Although condition assessments of equipment, rolling stock, infrastructure, and

facilities are ongoing to address the needs for State of Good Repair the resulting
prioritization, based on needs, will require balancing of available resources. The
Agency is making its best effort to take advantage of the innovations available while
ensuring that deferred maintenance needs are addressed in a timely manner to
minimize disruptions. Additionally, competing priorities such as technological
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upgrades and short and long-term maintenance work pose challenges to Operations
resources. For example, the Agency is in the process of replacing
outdated/unsupported key systems including the Material and Maintenance
Management System (M3) which is a multiyear process. In addition, management is
actively pursuing ways to expedite acquisition of rolling stock to replace aging
assets. The Agency continues to employ an integrated approach to ensure that key
business units and appropriate external partnerships explore the best methodologies
and approaches for effective project delivery.

7) Information Technology risk continues to be driven by the need to integrate key
systems and upgrade and replace aging systems. Having reliable, complete and
timely information is becoming more critical in order to achieve efficiencies and allow
informed decision-making. Management has developed a plan to upgrade and/or
replace aging systems. Concerns over cyber security vulnerabilities require a more
robust approach to monitor and keep up with our security strategy in ensuring
system reliability and data integrity. The Agency is also monitoring implications of
General Data Protection Regulation (GDPR) and California Consumer Privacy Act
(CCPA) to our data protection practices. Information Technology and Risk, Safety
and Asset Management are collaborating on the business continuity disaster
recovery plan to resume operations in the aftermath of a catastrophic event. Also,
management has established an Information Technology governance framework to
ensure the administering of IT resources by the processes of strategic planning,
prioritization, decision-making, and performance measurement. The Agency is also
investing in transforming its culture to achieve an integrated data approach as we
replace and upgrade legacy systems.

8) Procurement of goods and services is expected to increase due to our expansive
capital program projects. In addition, the expansion of P3 projects such as West
Santa Ana Branch, Sepulveda Transit Corridor, requires a more innovative contract
approach. Management has prioritized streamlining the procurement process such
as expediting the change order process to improve the timely awarding of contracts
to meet agency needs. This streamlining effort also includes simplifying the process
for Small and Disadvantaged Businesses. In addition, Vendor / Contract
Management is continuously reviewing policies and processes to improve the
procurement process.
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AUDIT PLAN

For purposes of the audit plan, the agency has been organized into 13 departmental
functions and 5 other agencies funded by Metro. The audits in the FY20 proposed audit
plan are distributed across the organizational structure as follows:

Program Office of Agencywide
Management Extraordinary 8%

15% Innovation

1%

Communications
Vendor / Contract 3%
Management*

35%

Information
Technology
6%

Metro
Operations
13%

Planning &
Development
19%

* Includes audit requests generated by Vendor / Contract Management that support various business units.

A detailed list of audits is included in Appendix A.

Audit Plan Strategy

The audit plan is based on the information obtained during the agency-wide risk
assessment process and includes audits in those areas identified as high risk to the
agency.

The projects proposed in the audit plan directly or indirectly support the five Vision 2028
goals identified in Metro’s Strategic Plan:

Provide high-quality mobility options that enable people to spend less time traveling.
Deliver outstanding trip experiences for all users of the transportation system.
Enhance communities and lives through mobility and access to opportunity.
Transform Los Angeles County through regional collaboration and national
leadership.

Provide responsive, accountable, and trustworthy governance within the LA Metro
Organization.

Powh =

o
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The following chart summarizes the audits by the primary Vision 2028 goal.

Enhance High-quality
communities and Mobility Options
lives through 8% . .
ousening o
4(y [T111 9.,
D S 6%
Tt
111
1
“
Trustworthy
governance

within LA Metro
82%

ALLOCATION OF AUDIT RESOURCES

Our FY20 proposed audit plan is based on 25,500 audit hours to be provided by staff
and contracted subject matter experts. The audit hours are allocated as follows:

e 23,000 hours for audits identified in the plan, and
2,500 hours for CEO requested projects.

Urgent requests from the CEO or Executive Management may arise that require audit
support. When this occurs, Management Audit will reassess the plan and may
supplement internal resources with outside consultants, pending available funding.
Management Audit may also use external consultants to provide subject matter
expertise when necessary.

The FY20 proposed audit plan included in Appendix A attempts to provide a balanced
and effective review of the entire agency constrained by Management Audit resource
limitations.

The CEO has the discretion based on agency need or Board direction to reprioritize

audit resources. We are dedicated to completing our audit plan while continuing to be
flexible and responsive to the agency’s needs.
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AUDIT PLAN AREAS

Internal Audits
The audits identified for the FY20 proposed audit plan were selected based on one of
the following four strategic audit objectives:

1. Support agency-wide goals and objectives

2. Evaluate governance, risk and internal control environment
3. Review efficiency and effectiveness of operations

4. Validate compliance to regulatory requirements

We strive to identify business process improvements and innovative ways to support the
agency’s strategic initiatives on every audit. This is in addition to our traditional
assurance work on “hard controls”, such as segregation of duties, safeguarding agency
assets, reliability of financial and operational information, and compliance with
regulations, contracts, and memorandums of understanding (MOUs). Since the agency
is currently undertaking numerous major IT system enhancements and development,
audit resources will also provide assurance that the internal controls of critical systems
are adequate and working effectively.

Contract Pre-Award & Incurred Cost Audits

Incurred Cost Audits review costs associated with MOUs issued under the Call for
Projects, Transit Oriented Development programs and Measure R Highway Capital or
contract incurred costs. Contract Pre-award Audits review costs proposed for contracts
and change orders issued by Vendor/Contract Management. The audits included in the
FY20 proposed plan are based on discussions with project managers and contract
administration staff.

The highest priority for FY20 are contract audits for large construction, corridor, and
rolling stock regulatory projects followed by pre-award audits for all other projects. This
is followed by incurred cost and closeout audits in the priority list. External resources
will be used if there are available funds to meet critical project deadlines.

External Financial and Compliance Audits

In 2009, Management Audit assumed the responsibility for managing the agency’s
planned audits by external auditors. The FY20 proposed audit plan includes hours to
ensure that these audits are completed within the scope and schedule of the contracts.

Special Request Audits

The FY20 proposed audit plan also includes 2,500 hours for special projects requested
by the CEO. These hours provide some flexibility in the audit plan to respond to
emerging issues where the CEO may need audit resources to address an unanticipated
issue or heightened concern.

In order to comply with Government Accountability Office’s Generally Accepted
Government Auditing Standards and the Institute of Internal Auditor’s (lIA) International
Standards for the Professional Practice of Internal Auditing Standards, internal audit
must adopt a process to monitor and assess the overall effectiveness of the audit
quality process. This self-assessment measures compliance to the Standards and to
Management Audit’'s Charter, mission statement, objectives, audit policy manual,
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supervision, and staff development. In addition, the internal quality assurance review
assesses our effectiveness and promotes continuous improvement within Management
Audit.

OTHER PLANNED ACTIVITIES

Audit Tracking and Follow-up

In compliance with the Standards, Management Audit tracks and follows up on the
implementation of all audit recommendations from both internal and external audit
groups including OIG, State of California, FTA, etc. Management Audit also reports all
outstanding audit issues to the CEO and Board of Directors on a quarterly basis to
ensure that any significant risks to the agency are addressed in a timely manner.

Small and Disadvantaged Business Enterprises Training

In our continuous audit streamlining efforts to support SBE/DBE goals, Management
Audit Services will continue to provide ongoing training in conjunction with
Vendor/Contract Management. A minimum of two half-day training sessions will be
conducted annually.

MANAGEMENT AUDIT SERVICES FRAMEWORK

Metro’s vision is excellence in service and support. Management Audit is committed to
providing essential support to achieve this vision. To do this we have developed our
department vision which is to deliver value by driving positive change through
partnership and trust. In order to ensure the reliability, independence and objectivity of
our work, Management Audit follows the framework of our Board approved Audit
Charter. The Audit Charter includes Management Audit’'s mission, the standards we
must comply with, and our department’s objectives and core function.

Mission

Our mission is to provide highly reliable, independent, objective assurance and
consulting services designed to add value and improve operations. The department
accomplishes this by understanding LACMTA's strategies and by bringing a systematic,
disciplined, and risk-based approach in evaluating and recommending improvements to
the effectiveness of risk management, controls and governance processes.

Standards

The Institute of Internal Auditors (IIA) defines internal auditing as: “independent,
objective assurance and consulting activity designed to add value and improve an
organization's operations. It helps an organization accomplish its objectives by bringing
a systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control, and governance processes.”

To meet our client’s expectations and for us to function with reliability and credibility,
Management Audit must ensure our audits are independent and objective. Therefore,
Management Audit follows the ethical and professional standards promulgated by the
Government Accountability Office, Generally Accepted Government Auditing Standards
(GAGAS) and the Institute of Internal Auditor’s International Professional Practices
Framework. Depending on the type of audit being done, Management Audit also
follows the standards promulgated by the American Institute of Certified Public
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Accountants (AICPA) and by the Information Systems Audit and Control Association
(ISACA).

Objectives and Core Functions

As summarized in our Audit Charter, the primary objective of Management Audit is to
assist the CEO and his management team with their important business and financial
decisions by:

Monitoring and verifying key regulatory and legislative compliance;

Assessing internal controls’ design and effectiveness;

Evaluating cost reasonableness of contracts and grants;

ldentifying and recommending business process improvements;

Evaluating and recommending efficiencies and effectiveness of programs and

functions;

e Evaluating safety and security of agency systems, assets and other resources;
and

e Tracking and reporting on all outstanding external and internal audit findings and

status of corrective actions.

In addition, Management Audit’s objective is to foster a system and environment that
supports the highest level of integrity and ethical conduct and provides assurance of an
acceptable level of risk to management for all key business processes.
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APPENDIX A

DETAILED LISTING OF AUDITS

11 of 14



FY20 Proposed Audit Plan Appendix A

Vision 2028 Goal #1 — Provide high-quality mobility options that enable people to spend less time
traveling

Performance Audit of . . .
. Determine the adequacy and effectiveness of internal controls ..
1. Expanded Discount ) Communications
over expanded discount programs.
Programs
5 Performance Audit of M3 Evaluate the adequacy of project management over the System  Information
" System Replacement Development Life Cycle Early Stage to replace M3. Technology
. . . , . s Office of
Audit to Support Microtransit Evaluate the contractor’'s compliance and data reliability of .
3. . . . . Extraordinary
Contract information reported for Microtransit. .
Innovation

Vision 2028 Goal #2 — Deliver outstanding trip experiences for all users of the transportation
system

1 Performance Audit of Determine the reliability of data used to report on customer
" Customer Experience KPI experience KPI.

Agencywide

Performance Audit of
2. Wayside Training Curriculum
and Methodologies

Evaluate the completeness of Wayside training curriculum and

) . Metro Operations
effectiveness of methodologies P

Performance Audits of Evaluate the adequacy of Bus Operations’ / Rail Operations’
3.  Continuity of Operations COOP and Standard Operating Procedures (SOPs) to support Metro Operations
Plan — Bus/Rail Operations  their mission essential functions during emergencies.
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FY20 Proposed Audit Plan Appendix A

Vision 2028 Goal #3 — Enhance communities and lives through mobility and access to
opportunity

Performance Audit of Low
1. Income Housing
Targets/Goals

Determine adequacy of monitoring the compliance with Low Planning &
Income Housing Targets/Goals. Development

Vision 2028 Goal #5 — Provide responsive, accountable, and trustworthy governance within the
Metro organization

. : . Vendor / Contract
1. Pre-Award Audits Pre-award audits for procurements and modifications.
Management
2 Incurred Cost Contract Incurred cost audits to verify costs are reasonable, allowable and Vendor / Contract
Audits allocable on cost reimbursable contracts for contractors. Management
Planning &

Grant audits to verify costs are reasonable, allowable and

3. Incurred Cost Grant Audits  allocable on cost reimbursable contracts for Caltrans, Cities & Development/
Program
County MOUs.
Management
4. Financial and Compliance Complete legally mandated financial and compliance audits Agencywide
External Audits P galy P ' gencyw
5. Buy America Post-Award Conduct Buy America Post-Award / Post- Delivery Audits for Vendor / Contract
and Post-Delivery rolling stock procurements. Management
6 US Employment and Local Determine vendor's compliance with the US Employment and Vendor / Contract
Employment Program Local Employment Program terms and conditions. Management
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Follow-up Audit of e . : .
7 P . Evaluate if prior Contracted Bus Service Project Management .
. Contracted Bus Service . . . Metro Operations
. corrective actions were implemented.
Project Management
8 Performance Audit of Pre-  Evaluate adequacy of the process performed by contract Vendor / Contract
Award Cost-Price Analysis  administrators for pre-award cost-price analysis. Management
Performance Audit of . - S
. Determine adequacy of training and utilization of personal
9 Training and Personal . . . .
. ; . protective equipment by Metro workers performing clean-ups of Metro Operations
Protective Equipment for e y L
. Metro facilities impacted by activities of homeless individuals.
Maintenance Employees
10 Performance Audit of IT Evaluate the extent of security awareness for selected business  Information
Security Awareness units within the Agency. Technology
11 Follow-up Audit of Evaluate if prior Information Security corrective actions were Information
Information Security implemented. Technology
12 Annual Audit of Business Evaluate compliance with Business Interruption Fund Vendor / Contract
Interruption Fund administrative guidelines and fund and disbursement procedures. Management
13 Performance Audit of Determine contractor’'s compliance with the contract terms .
. - - ) Communications
Advertising Contract pertaining to Metro’s revenue share.
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File #: 2019-0182, File Type: Program Agenda Number: 13.

FINANCE, BUDGET AND AUDIT COMMITTEE
JUNE 19, 2019

SUBJECT: EXCESS LIABILITY INSURANCE PROGRAM
ACTION: APPROVE RECOMMENDATION

RECOMMENDATION

AUTHORIZE the Chief Executive Officer to negotiate and purchase Public Entity excess liability
policies with up to $300 million in limits with an $8 million self-insured retention at a cost not to
exceed $6.9 million for the 12-month period effective August 1, 2019 to August 1, 2020.

ISSUE

The Public Entity (which includes transit rail and bus operations) excess liability insurance policies
expire August 1, 2019. Insurance underwriters will not commit to final pricing until roughly six weeks
before our current program expires on August 1. Consequently, we are requesting a not-to-exceed
amount for this renewal pending final pricing and carrier selection. Without this insurance, Metro
would be subject to unlimited liability for bodily injury and property damage claims resulting from,
primarily, bus and rail operations.

DISCUSSION

Our insurance broker, USI Insurance Services (“USI”), is responsible for marketing the excess liability
insurance programs to qualified insurance carriers. Quotes are in the process of being received for
our Public Entity program by our broker from carriers with A.M. Best ratings indicative of acceptable
financial soundness and ability to pay claims.

Staff and USI developed a 2019 - 2020 Public Entity excess liability insurance renewal strategy with
the following objectives. First, our insurance underwriter marketing presentations emphasized the
low risk of light rail and bus rapid transit services in addition to safety enhancements and pilot
programs added over the past years in order to mitigate insurer’s concerns with increased operating
exposures. Second, we desired to maintain a continuing diversified mix of international and domestic
insurers to maintain competition and reduce our dependence on any single insurance carrier. Third,
we desired to maintain total limits of $300 million while maintaining an $8 million self-insured
retention but were open to increasing our self-insured retention if needed to retain reasonable
premium pricing. The 2015 Fixing America’s Surface Transportation (FAST) Act raised the liability
cap for commuter rail transit providers for passenger liability to $295 million. Metro’s total limits of
$300 million meet the FAST minimum requirements.
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USI is presenting Metro’s submission to competing insurers in order to create competition in the
layers of our insurance program. Our broker communicated with principals in the markets in April,
May and June. Insurance executives both nationally and internationally expressed continuing
increased underwriting discipline particularly for transportation risks. Insurers asked for detailed loss
information on Metro risks and perform detailed actuarial valuations on our book of business to
establish their premiums. We are awaiting final insurance quotes from carriers for the Public Entity
policies from our broker.

Since Metro has a newer rail system, implemented industry leading safety enhancements before
other transit agencies, and a robust claims management process, we benefit from favorable
acceptance of our risk in the marketplace which differentiates us from other transit risk profiles. Last
year, we obtained $300 million in Public Entity coverage with $8 million retention for $4.1 million. We
have enjoyed a relatively calm market for over 16 years; however, substantial loss development
specifically related to auto liability, has caused the market to “harden” significantly in the past year.
“‘Commercial insurance buyers are facing upward pricing pressure across most lines of business in
2019, driven in part by escalating losses in the casualty insurance market”, according to a report
released by Willis Towers Watson (Marketplace Realities 2019). Consequently, we are anticipating a
significant rate increase in our Public Entity general liability program premiums given the present
state of the insurance marketplace.

To put the insurance marketplace in perspective, our insurance broker’s recent Market Update
describes the current marketplace succinctly-- “Following a relatively subdued January 15 renewal
season, the property and casualty insurance market’s push for rate increases has shifted into high
gear. Under the weight of back-to-back years of loss accumulation and despite the abundant
capacity, property insurers are questioning the adequacy of rates. Similarly, casualty insurers are
reevaluating their book of business, driven by the protracted soft market and adverse loss trends.
The primary carriers are not only demanding higher rates but tightening underwriting guidelines and
exiting specific classes of businesses in certain cases.” (US| Property & Casualty Insurance Market
Update | Q1 2019)

One person accidents that previously would have settled for $3 million to $8 million, are now settling
for $30 million to $45 million in California and upwards of $75 million in New York. Carrier results
from public agencies, particularly in California, have been significantly worse than other states and
carriers have been leaving this niche consistently for the past 8-10 years. A very limited pool of
carriers is willing to even consider writing public entity policies including Metro. This is primarily due
to the size of our system and the fact that we are in Los Angeles County (widely considered to be the
most plaintiff-friendly jurisdiction in the country). The loss development the carriers are experiencing
on their accounts this year resulted in many of the carriers ceasing operations entirely in California,
with some of them pulling out of the U.S. entirely.

Metro’s August 1%t insurance placement will reflect higher insurance premiums resulting from
tightened underwriting guidelines, the need to replace carriers who exited our class of business and
negative developments in auto liability losses. Metro is not alone in facing rate increases. Douglas
O’Brien, USI National Practice Division Manager, Casualty and Alternative Risk, said, “Since January
15t a bigger percentage of large risk management and upper middle market companies across
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different industries have faced rate increases and capacity reduction. This cuts across industry
classifications and is regardless of loss history or tenure with their insurance carriers. A handful of
companies have also been non-renewed,” O’Brien said. (US| Property & Casualty Insurance Market
Update | Q1 2019)

Attachment A provides an overview of the current Public Entity program, renewal options and
estimated associated premiums, and the agency’s loss history. The Recommended Program, Option
A, includes total limits of $300 million with $8 million retention and provides terrorism coverage at all
levels. Attachment B shows the tentative Public Entity program carriers selected and program
structure.

DETERMINATION OF SAFETY IMPACT

Approval of this recommendation will not impact the safety of Metro's patrons or employees.

FINANCIAL IMPACT

Funding for eleven months of $6.3 million for this action is included in the FY20 budget in cost center
0531, Risk Management - Non Departmental Costs, under projects 300022 - Rail Operations - Blue
Line, 300033 - Rail Operations - Green Line, 300044 - Rail Operations - Red Line, 300055 - Gold
Line, 300066 - Rail Operations - Expo Line, 301012 - Metro Orange Line, 306001 - Operations
Transportation, 320011 - Union Station, and 405533 - Commuter Rail in account 50602 (Ins Prem For
Gen Liability). Additional funds required to cover premium costs beyond FY20 budgeted amounts will
be addressed by fund reallocations during the year.

The remaining month of premiums will be included in the FY21 budget request, cost center 0531,
Risk Management - Non Departmental Costs, under projects under projects 300022 - Rail Operations
- Blue Line, 300033 - Rail Operations - Green Line, 300044 - Rail Operations - Red Line, 300055 -
Gold Line, 300066 - Rail Operations - Expo Line, 301012 - Metro Orange Line, 306001 - Operations
Transportation, 320011 - Union Station, and 405533 - Commuter Rail in account 50602 (Ins Prem For
Gen Liability). In FY19, an estimated $4.5 million will be expensed for excess liability insurance.

Impact to Budget

The current fiscal year funding for this action will come from the Enterprise, General and Internal
Service funds paralleling funding for the actual benefiting projects charged. No other sources of
funds were considered because these are the activities that benefit from the insurance coverage.
This activity will result in an increase to operating costs from the prior fiscal year.

ALTERNATIVES CONSIDERED

Various deductibles and limits of coverage options were considered as outlined in Attachment A for
the Public Entity program of insurance. Option A maintains $300 million limits and maintains the
current self-insured retention (SIR) at $8 million. Option B maintains $300 million limits but increases
the SIR to $10 million. Option A is reco