LOSSAN

BOARD OF DIRECTORS AGENDA

LOSSAN RAIL CORRIDOR AGENCY
BOARD OF DIRECTORS MEETING

Monday, March 18, 2019
11:15 a.m. to 12:45 p.m.

Orange County Transportation Authority Headquarters
Board Room — Conference Room 07

550 South Main Street

Orange, California

Teleconference Sites:

California Department of Transportation, Lanatt Street Warehouse
3390 Lanatt Street

Conference Room 1B/HQ — 1st Floor

Sacramento, CA

County of Santa Barbara Administration Building

105 East Anapamu Street

Board of Supervisors Private Conference Room 405 — 4th Floor
Santa Barbara, CA

Del Mar City Hall

1050 Camino Del Mar

Lobby Conference Room — 1st Floor
Del Mar, CA

Poway City Hall

13325 Civic Center Drive

City Manager’s Office

Conference Room 2118 - 2nd Floor
Poway, CA

San Diego Metropolitan Transit System

1255 Imperial Avenue

Executive Committee Conference Room- 10th Floor
San Diego, CA

Ventura County Criminal Justice Training Center
106 Durley Avenue

Instructor of Record Office — 1st Floor

Camarillo, CA
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Any person with a disability who requires a modification, accommodation or agenda materials
in an alternative format in order to participate in the meeting should contact the LOSSAN
Clerk of the Board, telephone 714-560-5676, no less than two (2) business days prior to this
meeting to enable LOSSAN to make reasonable arrangements to assure accessibility to this
meeting.

Agenda Descriptions

The agenda descriptions are intended to give members of the public a general summary of
items of business to be transacted or discussed. The posting of the recommended actions
does not indicate what action will be taken. The Board of Directors may take any action which
it deems to be appropriate on the agenda item and is not limited in any way by the notice of
the recommended action.

Public Comments on Agenda ltems

Members of the public may address the Board of Directors regarding any item. Please
complete a speaker’s card and submit it to the Clerk of the Board or notify the Clerk of the
Board the item number on which you wish to speak. Speakers will be recognized by the
Chairman at the time the agenda item is to be considered. A speaker’'s comments shall be
limited to three (3) minutes.

All documents relative to the items referenced in this agenda are available for public
inspection at www.lossan.org or through the LOSSAN Clerk of the Board'’s office at the OCTA
Headquarters, 600 South Main Street, Orange, California.
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2019 BOARD OF DIRECTORS

(revision as of -1-30-19)

County Members Alternates
San Luis Fred Strong Jeff Lee
Obispo: Council Member, Mayor,
1vote City of Paso Robles City of Grover Beach
Member, Member,

San Luis Obispo Council of Governments

San Luis Obispo Council of Governments

Andy Pease

Vice Mayor,

City of San Luis Obispo

Member

San Luis Obispo Council of Governments

Santa Barbara:  Gregg Hart Cathy Murillo
1vote Supervisor, 2nd District Mayor,
Santa Barbara County Board of Supervisors City of Santa Barbara
Member, Member,
Santa Barbara County Association of Santa Barbara County Association of
Governments Governments
Ventura: Bryan MacDonald Jim White
1vote Council Member, Representative,
City of Oxnard Ventura County Transportation
Member, Commission
Ventura County Transportation Commission
Los Angeles: (Vacant) David Perry
2 votes Representative,
Los Angeles County Metropolitan
Transportation Authority
John Fasana Mary Lou Echternach
Mayor, Representative,
City of Duarte Los Angeles County Metropolitan
Member, Transportation Authority
Los Angeles County Metropolitan
Transportation Authority
Orange: Al Murray (Chairman) Laurie Davies
2 votes Executive Director, Mayor Pro Tem,
City of Tustin Chamber of Commerce City of Laguna Beach
Representing, Member,
Orange County Transportation Authority Orange County Transportation Authority
Tim Shaw Mark A. Murphy
Council Member, Mayor,
City of La Habra City of Orange
Member, Member,
Orange County Transportation Authority Orange County Transportation Authority
County Members Alternates
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Riverside: Dana Reed (Vice Chairman) (Vacant)
1vote Council Member,
City of Indian Wells
Member,
Riverside County Transportation Commission
San Diego: Jewel Edson Priya Bhat-Patel
2 votes Deputy Mayor, Mayor Pro Tem,
City of Solana Beach City of Carlsbad
Member, Member,
North County Transit District North County Transit District
Caylin Frank Bill Sandke
Council Member, Mayor Pro Tem,
City of Poway City of Coronado
Member, Member,
San Diego Metropolitan Transit System San Diego Metropolitan Transit System
Ellie Haviland Ron Morrison
Deputy Mayor, Vice Mayor,
City of Del Mar City of National City
Member, Member,
San Diego Association of Governments San Diego Association of Governments
Ex-Officio
Members:
Amtrak Eric Hosey
Representative,
Amtrak
California Kyle Gradinger
Departmentof  Representative,

Transportation

California Department of Transportation

California
High-Speed
Rail Authority

Michelle Boehm
California High-Speed Rail Authority

Southern
California
Association of
Governments

Alan D. Wapner

Council Member,

City of Ontario

Member,

Southern California Association of Governments

Page 4 of 9




LOSSAN
BOARD OF DIRECTORS AGENDA

Call to Order
Pledge of Allegiance

1. Public Comments

At this time, members of the public may address the Board of Directors regarding any
items within the subject matter jurisdiction of the Board of Directors, but no action
may be taken on off-agenda items unless authorized by law. Comments shall be
limited to three (3) minutes per speaker, unless different time limits are set by the
Chairman subject to the approval of the Board of Directors.

Special Calendar
There are no Special Calendar Matters.

Consent Calendar (Items 2 through 5)

All items on the Consent Calendar are to be approved in one motion unless a
Board Member or a member of the public requests separate action or discussion
on a specific item.

2. Approval of Minutes

Approval of the minutes of the LOSSAN Board of Directors meeting of
February 20, 2019.

3. Fiscal Year 2018-19 Second Quarter Budget Status Report
Jason Jewell

Overview

The Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency’s
Fiscal Year 2018-19 budget was approved by the Board of Directors on
March 29, 2018, in conjunction with the approval of the annual business plan for
Fiscal Years 2018-19 and 2019-20. This report provides a summary of financial
activities and performance through the second quarter of Fiscal Year 2018-19.

Recommendation

Receive and file as an information item.
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Amendment to Cooperative Agreement No. L-8-0013 for the Rail 2 Rail Program
with the North County Transit District and National Railroad Passenger
Corporation

James D. Campbell

Overview

On July 16, 2018, the Los Angeles - San Diego - San Luis Obispo Rail Corridor
Agency Board of Directors approved a cooperative agreement between the
North County Transit District and the National Railroad Passenger Corporation for
the Rail 2 Rail Program between Pacific Surfliner and COASTER services on the
Los Angeles - San Diego - San Luis Obispo rail corridor. This agreement will
expire on July 31, 2019, and an extension is necessary to continue the program.

Recommendation

Authorize the Managing Director to negotiate and execute Amendment No. 1 to
Cooperative Agreement No. L-8-0013 between the Los Angeles - San Diego —
San Luis Obispo Rail Corridor Agency, the North County Transit District, and the
National Railroad Passenger Corporation for an additional term of one year through
July 31, 2020, and increase the reimbursement rate to $4.44 per boarding.

Cooperative Agreement for Continuance of the Rail 2 Rail Program with the
Southern California Regional Rail Authority and the National Railroad
Passenger Corporation

James D. Campbell

Overview

The Rail 2 Rail Program provides significant benefits to passengers traveling on
the Los Angeles - San Diego - San Luis Obispo rail corridor by increasing the
number of train options for travel along the corridor. The agreement to provide
the Rail 2 Rail Program between the Pacific Surfliner and Metrolink services
expires on June 30, 2019, and a new agreement is necessary to continue the program.

Recommendations

A. Authorize the Managing Director to negotiate and execute Agreement
No. L-9-0005 between the Los Angeles - San Diego - San Luis Obispo
Rail Corridor Agency, Southern California Regional Rail Authority, and
National Railroad Passenger Corporation to continue the Rail 2 Rail
program for a term of one year through June 30, 2020 for a total contract
value of $2,400,000.
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(Continued)

B. Direct the Managing Director to continue to work with the Southern California
Regional Rail Authority and National Railroad Passenger Corporation to
pursue a step-up fare program to facilitate cost-sharing of the program with
Rail 2 Rail passengers.

Regular Calendar

6.

Legislative Update
Jaymal Patel

Overview

An update is provided on the federal fiscal year 2018-19 funding bills and
discussions surrounding the California High-Speed Rail project. An overview of
transportation-related legislative hearings and a report issued by the Federal
Railroad Administration on preventing trespassing incidents is also included.

Recommendation

Receive and file as an information item.

Cooperative Agreement with National Railroad Passenger Corporation for
Design Services in Support of the Expansion of the Pacific Surfliner Layover
Facility in the City of Goleta

James D. Campbell

Overview

The Goleta Layover Facility Expansion Project will expand the storage capacity of
the existing Amtrak layover facility in the City of Goleta to accommodate
proposed service expansion and enhancement goals. A cooperative agreement
with the National Railroad Passenger Corporation is required to define roles,
responsibilities and funding for the design of the Goleta Layover Facility
Expansion Project.

Recommendation

Authorize the Managing Director to negotiate and execute Agreement
No. L-9-0001 between the Los Angeles - San Diego - San Luis Obispo
Rail Corridor Agency and the National Railroad Passenger Corporation, in the
amount of $383,000, for Design Services for the expansion of the
Pacific Surfliner Layover Facility in the City of Goleta.
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Approval of the Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency
Business Plan for Fiscal Years 2019-20 and 2020-21
Roger M. Lopez

Overview

The Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency is required
to submit an annual business plan to the California State Transportation Agency
by April 1 of each year. The business plan is a two-year planning document that
outlines operations and service goals, discusses any proposed changes to the
Pacific Surfliner service, and provides the basis for the annual budget request.
The Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency business plan
for fiscal years 2019-20 and 2020-21 is presented for review and approval.

Recommendations

A. Adopt the Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency
business plan for fiscal years 2019-20 and 2020-21.

B. Direct staff to submit the Los Angeles - San Diego - San Luis Obispo Rall
Corridor Agency business plan for fiscal years 2019-20 and 2020-21 to the
Secretary of the California State Transportation Agency by April 1, 2019.

C. Direct staff to return to the Board of Directors in June 2019 with an
updated business plan that includes revised budget assumptions
consistent with the revenue and expense estimates provided by Amtrak for
federal fiscal year 2019-20.

Discussion ltems

9.

10.

11.

12.

2019 Board of Directors Initiatives
Jennifer L. Bergener

Staff will present an overview of the draft 2019 Board of Directors Initiatives.

Managing Director's Report
Board Members’ Report
Closed Session

There is no Closed Session scheduled.
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13.

Adjournment

The next regularly scheduled meeting of this Board will be held:

Monday, May 20, 2019

11:15a.m.-12:45 p.m.

Orange County Transportation Authority Headquarters
Board Room — Conference Room 07

550 South Main Street

Orange, California
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Item 2

MINUTES

Board of Directors' Meeting

Call to Order

The February 20, 2019 Board of Directors (Board) meeting of the Los Angeles - San Diego -
San Luis Obispo (LOSSAN) Rail Corridor Agency (Agency) was called to order by
Chairman Murray at 11:16 a.m., at the Orange County Transportation Authority (OCTA)
Headquarters, Board Room — Conference Room 07, 550 South Main Street, Orange,

California.

Chairman Murray announced that several of the Directors would participate in today’s
meeting via teleconferencing, and all votes would be taken by roll call.

Directors Present:

Directors Absent:

Staff Present:

Al Murray, Chairman

Dana Reed, Vice Chairman

MaryLou Echternack, Metro (teleconference)
Jewel Edson, NCTD

Caylin Frank, SDMTS (teleconference)
Gregg Hart, SBCAG

Ellie Haviland, SANDAG

Bryan MacDonald, VCTC

Tim Shaw, OCTA

Fred Strong, SLOCOG

Michelle Boehm, CHSRA, Ex-Officio
Eric Hosey, Amtrak, Ex-Officio

John Fasana, Metro
Kyle Gradinger, Caltrans, Ex-Officio
Alan D. Wapner, SCAG, Ex -Officio

Jennifer L. Bergener, Managing Director
Gina Ramirez, LOSSAN Agency Deputy Clerk of the Board
James Donich, General Counsel

February 20, 2019
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Pledge of Allegiance

The pledge of allegiance was led by Director Haviland.

Public Comments
Public comments were heard from:

Eric Reese, (via teleconference from Los Angeles), asked the LOSSAN Agency’s
Board and staff consider constructing a flyover track bridge at the BNSF Railway/
Metrolink Fullerton junction, just east of the Fullerton Station, and to extend the
existing southern platform for through train movements. Mr. Reese highlighted the
benefits for his recommendation.

Mr. Reese encouraged the LOSSAN Agency to work with Amtrak, Metrolink, the
California High-Speed Rail (CHSR) Authority, and the BNSF Rail in their design
analysis of the Los Angeles to Anaheim corridor. He added that he forwarded this
public comment, along with his design renderings, to LOSSAN Agency staff for
consideration and is inviting the Board to look these over.

Paul Herstein, (via teleconference from San Diego), representing the Train Coalition,
Santa Fe Depot, stated that the Train Coalition understands that there are a limited
number of Charger engines currently in use for the Pacific Surfliner service, and that
four of those engines should be allocated to the four trains which layover in their
immediate neighborhood at night. He added that nearly 2,000 people who live
around the Santa Fe Depot are subjected to the old P-42 engines. He asked that as a
matter of public health and as a courtesy, the LOSSAN Agency provide a detailed
explanation of why the four charger engines are not assigned to the layover trains at
the Santa Fe Depot, and asked for a timetable for compliance for this request.

Special Calendar

There were no Special Calendar Matters.

Consent Calendar (Iltems 2 and 3)

2.

Approval of Minutes

A motion was made by Director Strong, seconded by Director Hart, and following
a roll call vote, declared passed 10-0, to approve the minutes of the LOSSAN
Board of Directors meeting of January 30, 2019.
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3. Amendments to Pacific Surfliner Transit Transfer Agreements

A motion was made by Director Strong, seconded by Director Hart, and following
a roll call vote, declared passed 10-0, to:

A.

Authorize the Managing Director to negotiate and execute Amendment
No. 3 to Cooperative Agreement No. L-6-0010 with Anaheim
Transportation Network in the amount of $84,000 to provide ongoing
reimbursement for transit transfers by Pacific Surfliner passengers. This
will increase the maximum obligation of the cooperative agreement to a
total value of $124,000.

Authorize the Managing Director to negotiate and execute Amendment
No. 3 to Cooperative Agreement No. L-6-0016 with the City of Glendale
in the amount of $30,000 to provide ongoing reimbursement for transit
transfers by Pacific Surfliner passengers. This will increase the maximum
obligation of the cooperative agreement to a total value of $35,000.

Authorize the Managing Director to negotiate and execute Amendment
No. 3 to Cooperative Agreement No. L-6-0005 with the Santa Barbara
Metropolitan Transit District in the amount of $144,000 to provide ongoing
reimbursement for transit transfers by Pacific Surfliner passengers. This
will increase the maximum obligation of the cooperative agreement to a
total value of $184,000.

Authorize the Managing Director to negotiate and execute Amendment
No. 3 to Cooperative Agreement No. L-6-0012 with the Ventura County
Transportation Commission in the amount of $72,000 to provide ongoing
reimbursement for transit transfers by Pacific Surfliner passengers. This
will increase the maximum obligation of the cooperative agreement to a
total value of $87,000.

Regular Calendar

4.

Agreement for San Diego County Layover and Maintenance Facility

Study

A public comment was heard from:

Eric Reese, (via teleconference from Los Angeles), who suggested that the LOSSAN
Agency and the selected contractor look into the current San Diego Metropolitan
Transit System (SDMTS) trolley maintenance facility, and highlighted how this could
be accomplished.
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Board of Directors' Meeting

4. (Continued)

Mr. Reese provided additional suggestions and benefits of considering the
SDMTS trolley maintenance facility for this study. Mr. Reese also stated that through
cost allocation, the North County Transit District (NCTD) and the LOSSAN Agency
could work together to create a layover facility that benefits both agencies.

Jennifer L. Bergener, Managing Director, reported that the layover facility in
San Diego is located adjacent to the Santa Fe Depot and four trains are currently
stored there overnight. She added that capacity of that facility has been reached
and, in order to expand the Pacific Surfliner service, an alternate location needs
to be identified where the daily layover activities can be performed.

Ms. Bergener provided information on the procurement process and added that
the Train Coalition and stakeholder groups will have an opportunity to comment
and participate throughout the process and, as sites are identified or as the work
progresses, there will be designated meetings for public input.

A motion was made by Vice Chairman Reed, seconded by Director MacDonald,
and following a roll call vote, declared passed 10-0, to:

A. Approve the selection of WSP USA, Inc., to identify and evaluate potential
locations for a new maintenance and layover facility for the Pacific Surfliner
intercity passenger rail service in San Diego County.

B. Authorize the Managing Director to negotiate and execute Agreement
No. L-9-0003 between the Los Angeles - San Diego - San Luis Obispo
Rail Corridor Agency and WSP USA, Inc., in the amount of $299,600
for a one-year term to identify and evaluate potential locations for a
new maintenance and layover facility for the Pacific Surfliner intercity
passenger rail service in San Diego County.

5. Draft Business Plan for Fiscal Years 2019-20 and 2020-21

Eric Reese, (via teleconference from Los Angeles), recommended that the
Draft Business Plan (Plan) include a provision for the introduction of station
ambassadors to help improve customer service and increase on-time performance
and to achieve shorter station dwell times. Mr. Reese added that at unstaffed
locations there is lack of public signage and public announcements to help guide
new travelers and indicate where the train doors line up.

Mr. Reese provided the benefits for having train ambassadors and suggested that the
LOSSAN Agency consider partnering with the Station Host Association of California,
as they currently provide volunteer “station hosts” in Northern California the
San Luis Obispo Station.
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5. (Continued)

Fred Hottinger (via teleconference from San Diego), Train Coalition, Santa Fe Depot,
thanked the Board for giving him an opportunity to comment on the Plan.
Mr. Hottinger stated that there was no mention of the San Diego Layover Facility
Study and felt it merits a paragraph in the Plan. Mr. Hottinger added to indicate in
the Plan the time slots of the 13" and 14" trains to San Diego.

Roger Lopez, Manager of Planning and Analysis, provided background information
on the process of developing and finalizing the Plan. Mr. Lopez added that there
have been no significant material changes to the Plan following comments
received from the Technical Advisory Committee, and only minor revisions to
historical information.

Director Hart inquired about Chapter 7 of the Plan and reference to the CHSR project.
Director Hart suggested that in the future, staff provide an update to the LOSSAN
Agency Board about the status of the HSR project, particularly as it relates to how
any future changes will impact Pacific Surfliner service connectivity.

Jennifer L. Bergener, Managing Director, reported that she had a conversation
with California State Transportation Agency Secretary Brian Annis and
Deputy Secretary Chad Edison regarding the State of the State speech, and
one important point to clear up is that the money that exists will be used to
complete the 171-mile segment.

Ms. Bergener also stated that the State administration remains committed to what
has been referred to as the “bookend” projects for the last several years. She
added that if there is ever money freed-up, the LOSSAN Agency has advocated
for any funding made available to come to intercity rail. Ms. Bergener commented
that staff will continue to monitor and return to the Board with updates as available.

Director Boehm reported that in the short-term, the CHSR Authority is working on
the environmental clearance for the entire Phase 1 system (from San Francisco to
Anaheim) and ensuring that investments in the bookends are put in place. She
offered to provide a more detailed update at the next LOSSAN Board meeting.

Director Strong stated that Chapter 14: Emerging Corridors of the Plan discusses
four actions needed to advance the Coast Daylight project. Director Strong
suggested that, in light of the possible delay of the HSR, this be one of the
LOSSAN Agency’s highest priorities for an additional secure connection between
San Diego and San Francisco.
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Board of Directors' Meeting

5. (Continued)

A motion was made by Director Strong, seconded by Chairman Murray, and
following a roll call vote, declared passed 10-0, to direct staff to incorporate
comments received from the Technical Advisory Committee, member agencies,
and the Board of Directors into the Los Angeles - San Diego - San Luis Obispo
Rail Corridor Agency Business Plan for Fiscal Years 2019-20 and 2020-21, and
return to the Board of Directors on March 18, 2019 to seek final approval.

6. Pacific Surfliner Marketing Update

Emilia Doerr, Marketing & Communications Officer, provided an overview and a
PowerPoint presentation on this item as follows:

Performance Summary;

Year-Over-Year Performance;

Always-On Campaigns;

Driving Awareness;

Driving Consideration;

Driving Conversions;

Campaign Fare Promotion;

Pacific Surfliner Game of the Week (a short video clip with highlights of
the game was shown);

Big West Conference;

Map of the Big West Universities on Pacific Surfliner Route was Shown,;
California Everyday Discounts for United States (U.S.) Veterans; and
Looking Ahead.

Chairman Murray thanked Ms. Doerr for the presentation and encouraged
her to seek all possible venues associated with the U.S. Veterans outreach efforts.
Chairman Murray felt that a lot of veterans would take advantage of the discounts.

Director Edson asked if the companion fare discount being offered Monday
through Thursday was for both business and coach class fares. Ms. Doerr
responded that the discount would be only for coach class fares.

Director Edson also inquired if there is feasibility of the LOSSAN Agency
collaborating with NCTD and Metrolink on marketing programs and incentives in
the future. Jennifer L. Bergener, Managing Director, responded yes, and staff will
continue to look for enhanced collaboration in the coming year.
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6. (Continued)

Director MacDonald suggested that staff continue to work on enhancing
advertising of the “pacificsurfliner.com” link, such as by putting a silhouette of a
train as the background and the contrasting lettering (link) on top to really catch
the eye.

Director Shaw asked if the Pacific Surfliner advertising is still being shown at
Angels baseball games. Ms. Doerr responded that the LOSSAN Agency is still
active in its partnership with both the Angels and the San Diego Padres.

Director Hart congratulated Ms. Doerr and staff for a fantastic, high-quality
marketing effort on the Pacific Surfliner. He added that the public agrees because
doubling the referral sales revenue is a very important statistical milestone and
evidence of success.

No action was taken on this receive and file information item.

Discussion Items
7. Managing Director's Report
Jennifer L. Bergener, Managing Director, reported on the following:

o A more comprehensive update on the HSR project is expected to be
provided at the next Board meeting.

o There was an issue with one of the ground power stations failing at the
Santa Fe Depot and staff believes it will be resolved today. An email was
sent to the Train Coalition, the LOSSAN Chairman, and Members of the Board
who were directly affected.

o At the March 18, 2019 Board meeting, the Board will be taking action
on the renewal of both Rail 2 Rail programs with NCTD and Metrolink, and
the Final Business Plan for submittal to the State. Both items are very significant
and represent huge accomplishments for the LOSSAN Agency.

o There are only four Siemens Charger engines in service today. One of the
engines is damaged due to striking a tree on the north end of the corridor.
The other engines are out of service due to various issues, and staff is working
with Siemens, the State, and Amtrak to get the issues resolved as quickly as
possible.
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Board of Directors' Meeting

8. Board Members’ Report

Director Hart asked Jennifer L. Bergener, Managing Director, when the Board will
be receiving an update on the Transit and Intercity Rail Capital Program grant
projects. Ms. Bergener responded that staff is working on scheduling a briefing
with LOSSAN Board Member on the north end of the corridor and with the Union
Pacific Railroad to discuss the specific infrastructure projects. Staff can provide
information on the layover facility efforts at a future Board meeting.

Director Strong reported that the National League of Cities (NLC) has named him
Rail Co-Chair for the United States NLC. In addition, last week he met with the Vice
President of the Transportation Committee for the House of Representatives in
Washington, D.C., and will return in two weeks to meet with the Chairman and
promote rail as much as possible.

Director Haviland reported that earlier this month, the San Diego Association of
Governments (SANDAG) received Coastal Commission approval to begin Phase 4
of the stabilization projects on the Del Mar bluffs, and work will begin this
summer or fall.

Director Haviland also reported that SANDAG and NCTD are preparing a federal
grant application to fund Phase 5 to stabilize the Del Mar bluffs, as well as to make
seismic and drainage improvements. Director Haviland stated that SANDAG and
NCTD are hoping for a letter of support from the LOSSAN Agency. Ms. Bergener
responded that the letter of support is forthcoming and can be expected to be received
tomorrow.

Director MacDonald thanked staff for reviewing train schedules and accommodating
the Board Members with a slightly different meeting time to allow those Members that
ride the train from both the south and north end of the corridor to arrive to the meetings
in a timely manner and have spare time before they board the train to return.

Director Shaw reported that an official ribbon-cutting event took place yesterday for
the new parking structure at the rail station in downtown Orange. The new parking
structure has 608 parking spaces, solar panels, and electric vehicle charging stations.
There are 500 parking spaces for people using the rail service, and 108 spaces are
for folks that visit downtown Orange.

Director Edson thanked the Board for welcoming her to the LOSSAN Board.
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9. Closed Session

There was no Closed Session scheduled.

10. Adjournment

The meeting of the LOSSAN Agency’s Board adjourned at 12:06 p.m. The next
regularly scheduled meeting of this Board will be held:

Monday, March 18, 2019

11:15a.m.-12:45 p.m.

Orange County Transportation Authority Headquarters
Board Room — Conference Room 07

550 South Main Street

Orange, California

ATTEST:
Gina Ramirez
Al Murray LOSSAN Agency
LOSSAN Chairman Deputy Clerk of the Board
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March 18, 2019

To: Members of the Board of Directors

ft:
S|
- ~ |

From: Jennifer L. Bergener, Managing Direétor /

Subject: Fiscal Year 2018-19 Second Quarter Budget Status Report

Overview

The Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency’s
Fiscal Year 2018-19 budget was approved by the Board of Directors on
March 29, 2018, in conjunction with the approval of the annual business plan for
Fiscal Years 2018-19 and 2019-20. This report provides a summary of financial
activities and performance through the second quarter of Fiscal Year 2018-19.

Recommendation
Receive and file as an information item.
Background

On March 29, 2018, the Los Angeles — San Diego — San Luis Obispo (LOSSAN)
Rail Corridor Agency (Agency) Board of Directors (Board) approved the
LOSSAN Agency Annual Business Plan for Fiscal Year (FY) 2018-19 and
FY 2019-20 (Business Plan), as well as the FY2018-19 budget. Included in both
the adopted budget and the Business Plan is funding for FY 2018-19
administrative and marketing services in the amount of $6,174,329, as well as
$36,493,957 for net train operations (including $500,000 for minor projects and
$1,177,275 for reimbursement from other agencies), and $8,900,000 for grant
programs, bringing the total adopted budget to $51,568,286. The adopted
budget for operations was based on preliminary cost estimates available at the
time of adoption.

The LOSSAN Agency received Amtrak’s federal FY (FFY) 2018-19 operating
revenue and expense forecast on March 30, 2018. The California State
Transportation Agency (CalSTA) allowed for the LOSSAN Agency to submit a
revised budget and resubmittal of the Business Plan by June 30, 2018, in order
to incorporate Amtrak’'s FFY 2018-19 forecast. A budget amendment was
approved by the Board on June 18, 2018, which adjusted the net train operations

Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency
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Fiscal Year 2018-19 Second Quarter Budget Status Report Page 2

budget to $44,489,186 (including $500,000 for minor projects), to align the
budget with the Amtrak forecast. The budget includes estimates to implement
an additional round trip, one-time positive train control host railroad costs,
emergency bus bridge services, design for Coachella special train service, minor
projects, and a reimbursement from other agencies of $1,177,275. The gross
train operations budget including minor capital is $45,666,461. The budget
amendment also increased grant revenues and expenses by $1,500,000 and
increased administration revenues and expenses by $258,775, bringing the total
budget to $62,499,565.

Amtrak operates on a FFY of October 1 — September 30; thus, the operating
contract has historically been executed on a FFY basis.

Discussion

The LOSSAN Agency bylaws state that a quarterly written report shall be filed
with the Board reporting the amount of money held, the amount and source of
receipts since the last report, and the amount and recipient of the amounts paid
out since the last report. The Quarterly Budget Status Report (Attachment A)
provides a detail-level overview of financial activity, including a comparison of
budget to actuals and explanations for any budget-to-actual variances through
the second quarter of FY 2018-19 (October 2018 through December 2018).
A summary of these activities is provided below.

Budgeted revenues through the second quarter of FY 2018-19 totaled
$24,786,708 which is comprised of $18,695,156 in state advance operating
funds, $1,625,000 in grant funds, $2,214,452 in State Administrative Funding,
$2,000,000 in State Marketing Funding, $250,000 in State Capital Funding, and
$2,100 for interest revenue.

Actual revenues through the second quarter totaled $11,801,082, versus a
budgeted amount of $24,786,708. The actuals are comprised of operating funds
from the state of $11,456,761, grant funds of $297,863, and interest revenue of
$46,458. The variances are primarily due to operating funds being provided by
the state at the FFY 2018-19 Amtrak forecast amount of $26.4 million
(less $1.2 million in other agency reimbursement) vs. the net train operating
funding level approved by CalSTA at $33.8 million, which includes the operating
funds to implement additional Pacific Surfliner service and additional operating
items. This represents approximately $4.3 million of the variance through the
second quarter. The remainder of the variance in net state operating funding of
approximately $2.9 million is due to lower than anticipated actual revenues
recognized to offset expenses due to overall lower than anticipated net train
operating expenses. The budget versus actual variances are further detailed in
Attachment A.
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Budgeted expenses through the second quarter of FY 2018-19 total
$23,414,734, which is comprised of $18,695,157 for Amtrak operations,
$1,625,000 for grant programs, and $3,094,577 for administrative and marketing
services. Actual expenses through the second quarter totaled $13,487,936
versus a budgeted amount of $23,414,734. The major areas experiencing
budget variances are within net train operating expenses, grant programs,
administrative staffing, and marketing services. These variances are further
detailed in Attachment A.

The LOSSAN Agency bylaws also call for a report of all expenditures under
$100,000 to be provided on a quarterly basis. This report is included as
Attachment B.

The LOSSAN Agency Board has also directed staff to provide a listing of all open
agreements, including vendor, description of purchase, contract number,
contract amount, amount spent, remaining balance, and expiration date on a
guarterly basis. This report is provided in Attachment C.
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Summary

Through the second quarter of Fiscal Year 2018-19, the Los Angeles —
San Diego — San Luis Obispo Rail Corridor Agency’s actual revenues and
expenses are below budget. A portion of the variance in both net train operating
revenues and expenses are due to operating funds provided by the state at the
federal fiscal year 2018-19 Amtrak forecast level of $26.4 million
(less $1.2 million in other agency reimbursement) versus the California State
Transportation Agency approved funding amount of $33.8 million (excluding
$500,000 for minor projects). The remaining variance in both net train operating
revenues and expenses are mainly due to higher budget allocations from the
first quarter due to cyclicality. Additional expense variances are due to vacant
administrative positions, and lower than expected activity within grant programs
and marketing.

Attachments

A. Quarterly Budget Status Report, Second Quarter of Fiscal Year 2018-19

B. Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency,
Second Quarter Financial Activity Report, Fiscal Year 2018-19

C. Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency,
Open Agreements Listing as of December 31, 2018

Prepared by:

Jason Jewell
Finance and Administration Manager
(714) 560-5086



ATTACHMENT A

Quarterly Budget Status Report

LOSSAN
Second Quarter of Fiscal Year 2018-19
FY 2018-19 Budget to Actuals Year-To-Date
Total $24,787
Revenues
$11,801
Net Train $18,695
Operating
Expenses $11,457
Total $3,095
Admin
Expenses $1,975
SO $5,000 $10,000 $15,000 $20,000 $25,000 $30,000
W FY 2018-19 Budget YTD FY 2018-19 Actuals YTD *in thousands
OVERVIEW $500,000 for minor projects) to align the budget with the

On March 29, 2018, the Board of Directors (Board) approved
the Los Angeles — San Diego — San Luis Obispo (LOSSAN)
Rail Corridor Agency (Agency) Business Plan for
Fiscal Year (FY) 2018-19 and FY 2019-20 (Business Plan) as well
as the FY 2018-19 budget. Included in the Business Plan and
budget is funding for FY 2018-19 administrative and marketing
services in the amount of $6,174,329, as well as $ 36,493,957
for net train operations (including $500,000 for minor projects
and $1,177,275 reimbursement from other agencies), and
$8,900,000 for grant programs, bringing the total adopted
budget to $51,568,286. The adopted budget for operations
was based on preliminary cost estimates available at the time
of adoption.

The LOSSAN Agency received Amtrak’s operating revenue and
expense forecast for federal FY (FFY) 2018-19 on
March 30, 2018. The California State Transportation Agency
(CalSTA) allowed for a revised budget and resubmittal of the
business plan by June 30, 2018, in order to incorporate
Amtrak’s FFY 2018-19 forecast.
approved by the Board on June 18, 2018, which adjusted the
net train operations budget to $44,489,186 (including

A budget amendment was

Amtrak forecast.

The budget includes estimates to implement additional round
trips, one-time positive train control host railroad costs,
emergency bus bridge services, design for Coachella special
train service, minor projects, and a reimbursement from other
agencies of $1,177,275. The gross train operations budget
including minor capital is $45,666,461. The budget amendment
also increased grant revenues and expenses by $1,500,000, and
increased administration revenues and expenses by $258,775,
bringing the total budget to $62,499,565.

The LOSSAN Agency submitted a revised FY 2018-19 and
FY 2019-20 Business Plan to CalSTA on June 18, 2018 for
approval, which was subsequently approved by CalSTA on
September 11, 2018. The net train operating funding level
approved by CalSTA includes the FFY 2018-19 Amtrak forecast
amount for train operations at $26,442,664, less $1,177,275
revenue cost share for re-timed trains from the Santa Barbara
County Association of Governments (SBCAG). The approved
funding also includes $8,065,754 to implement an additional
round trip from San Diego to San Luis Obispo, as well as
funding for emergency bus bridge services ($120,000) and

design for Coachella special train service ($300,768). The
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FFY 2018-19 Amtrak forecast amount for train operations of
$26,442,664, was based on the current service levels at the
time of execution, and does not include additional round trips,
bus bridge service, or Coachella special train service. As these
services are implemented, amendments will be brought to the
Board to amend the Amtrak agreement and adjust the state

other state funding, $250,000 in state capital funding, and
$2,100 for interest revenue. Actual revenues through the
second quarter totaled $11,801,082 versus the budgeted
amount of $24,786,708. The actuals are comprised of state
operating funds of $11,456,761, other state funding of
$297,863, and interest revenue of $46,458.

funding supplements as necessary. Included in the FY 2018-19
LOSSAN Agency working budget is $9,000,000 for one-time
positive train control host railroad costs. The state has funded
this from FY 2017-18 funds.

The majority of the variance in revenues through the second
quarter is in state operating funding. Part of this variance is
due to operating funds being provided by the state at the
FFY 2018-19 Amtrak forecast amount of $26,442,664 (less
$1,177,275 SBCAG revenue) vs. the LOSSAN Agency budget
amount, which includes an additional $8.5 million for

Amtrak operates on a FFY of October through September,
thus the operating contract has historically been executed on
a FFY basis. The LOSSAN Agency operates on a FY between additional round trips, emergency bus bridge service, and

July and June. Coachella special train service which have not been

implemented yet. Funding will be provided by the State as
The FY 2018-19 adopted budget assumes the California

Department of Transportation Division of Rail and Mass

these projects are implemented. This contributes to

approximately $4.3 million in budget variance for state

Transportation will directly fund equipment capital charges for operating funds through the second quarter. The remainder

the Amtrak-owned railcars and locomotives used on the three of the variance in net state operating funding of approximately

state-supported corridors. As a result, equipment capital

$2.9 million is due to lower than anticipated expenses, causing
charges are not included in the operating agreement between

Amtrak and the LOSSAN Agency.

lower than anticipated actual revenues recognized to offset
the expenses. The variance in net train operating expenses is
State
collectively

explained in the operating expenses section.

This report highlights the major variances between the budget o ) ] )
administrative and marketing funding are
and actual revenues and expenses through the second quarter

of FY 2018-19. contributing a variance of $4,214,452 in the second quarter.

The variance is due to timing. It is anticipated that funding will
be received in the third quarter.

REVENUES

The variance of $1,327,137 in other state funding is primaril
Budgeted revenues through the second quarter of FY 2018-19 ? gisp 4

are $24,786,708 which is comprised of $18,695,156 in state
advance operating funds, $2,214,452 in state administrative
funding, $2,000,000 in state marketing funding, $1,625,000 in

due to lower reimbursements in Transit & Intercity Rail Capital
Program grant funds (for the transit transfer program and
corridor optimization study) due to lower than anticipated
expenses. The variance also includes lower than anticipated

REVENUES
FY 2018-19 FY 2018-19 FY 2018-19 FY 2018-19 Percent of
Adopted Working Working Budget Actual $ Variance % Variance Budget Used to
Budget Budget Year To Date  Year To Date  Year To Date Year To Date Date

State Administrative Funding S 4,170,129 S 4,428904 S 2,214,452 S - S (2,214,452) N/A 0.0%
State Marketing Funding $ 2,000,000 $ 2,000,000 $ 2,000,000 S - S (2,000,000) N/A 0.0%
State Operating Funding S 33,639,407 S 43,989,186 S 18,695,156 $11,456,761 S (7,238,395) -39% 26.0%
Other State Funding? $ 8,900,000 $ 10,400,000 S 1,625,000 S 297,863 S (1,327,137) -82% 2.9%
Reimbursements from other Agencys S 1,177,275 S 1,177,275 $ - S - S - N/A 0.0%
State Capital Funding? S 500,000 $ 500,000 S 250,000 S - S (250,000) N/A 0.0%
Net State/Other Agency Funded $ 50,386,811 $ 62,495,365 $ 24,784,608 $11,754,625 $ (13,029,984) -53% 18.8%
Interest Revenue S 4,200 $ 4,200 S 2,100 S 46,458 S 44,358 2112% 1106.1%
Total Revenues $ 50,391,011 $ 62,499,565 $ 24,786,708 $11,801,082 S (12,985,626) -52% 18.9%

1 Includes Transit & Intercity Rail Capital Program, California Transit Security Grant Program, State Rail Assistance and State Transportation Improvement Program Funds
2 Includes State Minor projects funding
Working budget is the adopted budget plus any amendments approved during the year.
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revenues recognized for California Office of Emergency
Services (CalOES) grant funded station improvement projects,
due to lower than anticipated project expenses.

The variance in revenues for state capital funding is due to no
minor project expenses through the second quarter. Expenses
for minor projects are anticipated in the fourth quarter.

OPERATING EXPENSES

Budgeted expenses through the second quarter of FY 2018-19
total $23,414,734, which is comprised of $18,695,157 for net
$3,094,577 for
marketing services, and $1,625,000 for grant programs. Actual

Amtrak operations, administrative and
expenses through the second quarter totaled $13,487,936
versus a budgeted amount of $23,414,734. The major areas
experiencing budget variances are within net train operating
administrative staffing, and

expenses, grant programs,

marketing expenses.

The actuals in these categories are comprised of net train
operating expenses of $11,456,761, total administrative
services (including marketing) of $1,974,986 and grant
program expenses of $56,189. As explained in the revenue
section, part of this variance is due to operating funds being
provided by the state at the executed FFY 2018-19 Amtrak
agreement amount of $26,442,664 (less $1,177,275 in SBCAG
revenue) vs. the LOSSAN Agency budget amount, which
includes an additional $8.5 million (for funding capacity for
additional round trips, emergency bus bridge service for
Coachella special train service). This creates approximately a
$4.3 million budget variance in both state operating revenues
and net train operating expenses through the second quarter.

The remaining budget variance within net train operations of
$2.9 million is due to overall route costs and additives coming
in lower than forecast by approximately $2.93 million and host
railroad fees lower than forecast by $344,000. This is primarily
due to a higher budget allocation from July through September
anticipating higher net expenses during the summer months,
which did not occur. In addition, total revenue is coming in
over forecast by $89,000. The route costs, additives, and host
railroad fees coming in under forecast (as well as total revenue
over forecast), is offset by fuel costs being higher than forecast
This is due to the budget
assumption of $2.33 cost per diesel gallon of fuel compared to

by approximately $551,000.

the average actual price of $2.54 per gallon during the second

quarter. This expense will continue to be monitored

throughout the year. The LOSSAN Agency has approximately
$4.1 million in operating reserve funds that can be used to
fund variances in operating expenses if needed.

The grant programs expenses are lower than budgeted by
$1,568,811. The variance is due to lower than anticipated
expenses for the transit transfer program and the corridor
optimization study. Expenses are anticipated to be incurred in
the third and fourth quarter. In addition, the CalOES-funded
station improvement project related expenses have been
lower than anticipated.

The administrative staffing line item budget variance is driven
by five administrative positions which remained vacant
throughout the first quarter. Three of the five vacant positions
were filled during the second quarter. The LOSSAN Planning &
Analysis Manager position was filled internally by LOSSAN staff
during the second quarter, creating a vacancy for a LOSSAN
Transportation Analyst, Principal. The vacant positions
remaining at the end of the second quarter include the LOSSAN
Mechanical and Equipment Manager, LOSSAN Marketing
Specialist, Principal, and the LOSSAN Transportation Analyst,

Principal.

Marketing expenses came in lower than budgeted by

$346,761. Marketing expenses are anticipated to increase
through the third quarter, as a major media marketing

campaign and major league baseball partnership

commitments are underway.
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EXPENSES
FY 2018-19
FY 2018-19 FY 2018-19 FY 2018-19 FY 2018-19 Percent of
Adopted Working Working Budget Actual S Variance % Variance Budget Used to
Adminstrative Budget Line Iltems Budget Budget Year To Date Year To Date  Year To Date Year To Date Date
Administration - Staffing S 3,831,179 S 4,089,954 S 2,044977 $§ 1,212,095 S 832,882 41% 29.6%
Legal Services S 50,000 S 50,000 S 25,000 S 11,623 S 13,377 54% 23.2%
Travel S 26,950 S 26,950 S 12,500 S 10,484 S 2,016 16% 38.9%
Marketing $ 2,000,000 $ 2,000,000 S 1,000,000 S 653,239 S 346,761 35% 32.7%
Insurance S 57,000 $ 57,000 $ - S 67,349 S (67,349) N/A 118.2%
Contracted services (Audit, Planning) $ 200,000 $ 200,000 $ 10,000 $ 16,435 ¢ (6,435) -64% 8.2%
Dues & Memberships S 5000 $ 5000 $ - S - S - N/A 0.0%
Net State Funded Services $ 6,170,129 S 6,428,904 S 3,092477 $ 1971225 $ 1,121,252 36% 30.7%
Banking Services S 4,200 S 4,200 $ 2,100 $ 1,048 S 1,052 50% 25.0%
Total Admin Services $ 6,174,329 S 6,433,104 S 3,094,577 $ 1,972,273 $ 1,122,304 36% 30.7%
Non Budgeted Expenses
Other Business Expenses - S - S - S 2,712 S (2,712) N/A N/A
Non Budgeted Admin Services 5 - S - S - S 2,712 §$ (2,712) N/A N/A
Total Administrative Services $ 6,174,329 $ 6,433,104 $ 3,094577 $ 1,974,986 S 1,119,591 36% 31%
FY 2018-19
FY 2018-19 FY 2018-19 FY 2018-19 FY 2018-19 Percent of
Adopted Working Working Budget Actual S Variance % Variance Budget Used to
Operating/Capital Budget Line Items Budget Budget Year To Date Year To Date Year To Date Year To Date Date
Net Train Operating Expenses S 35,993,957 S 45,166,461 S 18,695,157 $ 11,456,761 S 7,238,396 39% 25.4%
Minor Projects S 500,000 $ 500,000 $ = S - S = N/A 0.0%
Grant Programs? S 8,900,000 S 10,400,000 S 1,625,000 S 56,189 S 1,568,811 97% 0.5%
Total Operating/Capital Budget $ 45,393,957 S 56,066,461 S 20,320,157 $ 11512951 $ 8,807,206 43% 20.5%
Total Budget $ 51,568,286 S 62,499,565 S 23,414,734 $ 13,487,936 $ 9,926,798 42% 21.6%

1Includes Transit & Intercity Rail Capital Program, California Transit Security Grant Program, State Rail Assistance and State Transportation Improvement Program Funds
Working budget is the adopted budget plus any amendments approved during the year.
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Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency
Second Quarter Financial Activity Report

Fiscal Year 2018-19
Date Payee Debit Credit Balance
October
10/1/2018 Bank Account Balance Forward 32,322,966.89
10/2/2018 Joanna Capelle - Professional services 1,950.00 32,321,016.89
10/2/2018 PR Newswire Professional Marketing Services 835.00 32,320,181.89
10/2/2018 PR Newswire Professional Marketing Services 835.00 32,319,346.89
10/2/2018 Woodruff, Spradlin & Smart - September - Legal Services 1,310.60 32,318,036.29
10/10/2018 Bank of the West - Credit Card Charges Various 2,424 .31 32,315,611.98
10/10/2018 Outfront Media - Advertising 5,600.00 32,310,011.98
10/11/2018 Outfront Media - Advertising 47,267.00 32,262,744.98
10/11/2018 PR Newswire Professional Marketing Services 2,082.00 32,260,662.98
10/16/2018 Managing Director Travel 48.00 32,260,614.98
10/23/2018 ACE Agency - Professional Marketing Services 11,430.14 32,249,184.84
10/23/2018 Goal Productions - Videography 7,675.00 32,241,509.84
10/23/2018 Deputy Managing Director Travel 102.10 32,241,407.74
10/23/2018 Amtrak - Station Upgrades 2,186.58 32,239,221.16
10/23/2018 Outfront Media - Advertising 46,692.00 32,192,529.16
10/23/2018 Web Advanced - Web Marketing Services 1,477.50 32,191,051.66
10/30/2018 Joanna Capelle - Professional services 975.00 32,190,076.66
10/30/2018 Marketing Manager - Travel 37.10 32,190,039.56
10/30/2018 Google - Advertising 29,922.03 32,160,117.53
10/30/2018 San Luis Obispo Regional Transit Authority - Transit Transfer Program 9.96 32,160,107.57
10/25/2018 Deposit - Managing Director Reimbursement 8.02 32,160,115.59
10/31/2018 Bank of the West - Interest 1,480.40 32,161,595.99
November 32,161,595.99
11/6/2018 Amtrak - Station Upgrades 14,544.38 32,147,051.61
11/6/2018 OCTA Administrative Services July-September 561,928.32 31,585,123.29
11/6/2018 Pacific Graphics, Inc. - Printing 18,867.52 31,566,255.77
11/6/2018 Woodruff, Spradlin & Smart - October - Legal Services 937.20 31,565,318.57
11/9/2018 Bank of the West - Credit Card Charges Various 981.43 31,564,337.14
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Date Payee Debit Credit Balance
11/13/2018 ACE Agency - Professional Marketing Services 1,337.50 31,562,999.64
11/13/2018 Deputy Managing Director Travel 192.30 31,562,807.34
11/13/2018 Operations, Compliance & Safety Manager - Travel 182.67 31,562,624.67
11/13/2018 PR Newswire Professional Marketing Services 19,801.80 31,542,822.87
11/13/2018 Truth and Advertising - Marketing professional services 13,700.00 31,529,122.87
11/20/2018 Google - Advertising 22,055.56 31,507,067.31
11/27/2018 Facebook - Advertising 6,774.09 31,500,293.22
11/27/2018 Goal Productions - Videography 1,200.00 31,499,093.22
11/27/2018 Deputy Managing Director Travel 198.50 31,498,894.72
11/28/2018 Monarch Sport LLC - Pacific Surfliner Marketing 9,510.00 31,489,384.72
11/27/2018 Amtrak - Station Upgrades 12,866.11 31,476,518.61
11/27/2018 Santa Barbara Metropolitan Transit District -Transit Transfer Program 10,344.50 31,466,174.11
11/27/2018 Ventura County Transportation Commission - Transit Transfer Program 7,124.12 31,459,049.99
11/27/2018 Web Advanced - Web Marketing Services 472.50 31,458,577.49
11/30/2018 Bank of the West - Interest 14,639.90 31,473,217.39
December 31,473,217.39
12/4/2018 Deputy Managing Director Travel 360.25 31,472,857.14
12/4/2018 IT Works Inc. Wifi Landing Page 10,503.00 31,462,354.14
12/4/2018 Vavrinek Trine and Day - Audit Services 13,510.00 31,448,844.14
12/4/2018 Web Advanced - Web Marketing Services 672.25 31,448,171.89
12/4/2018 Woodruff, Spradlin & Smart - October - Legal Services 1,748.70 31,446,423.19
12/11/2018 Bank of the West - Credit Card Charges Various 5,125.23 31,441,297.96
12/11/2018 OCTA Administrative Services September-October 187,309.44 31,253,988.52
12/4/2018 Web Advanced - Web Marketing Services 428.75 31,253,559.77
12/18/2018 Anaheim Ducks - Advertising 65,000.00 31,188,559.77
12/18/2018 Operations, Compliance & Safety Manager - Travel 161.67 31,188,398.10
12/18/2018 Facebook - Advertising 4,884.53 31,183,513.57
12/18/2018 Google - Advertising 27,911.36 31,155,602.21
12/18/2018 Making Waves - Web Marketing Services 8,710.87 31,146,891.34
12/18/2018 Marsh Risk and Insurance - Brokerage Fee 10,000.00 31,136,891.34
12/18/2018 Monarch Sport LLC - Pacific Surfliner Marketing 2,987.40 31,133,903.94
12/18/2018 North County Transit District - Transit Transfer Program 1,316.53 31,132,587.41
12/18/2018 San Diego Visitor's Magazine - Advertising 4,800.00 31,127,787.41
12/18/2018 ACE Agency - Professional Marketing Services 7,234.23 31,120,553.18
12/18/2018 Senior Accounting Analyst - Travel 31.20 31,120,521.98
12/18/2018 Woodruff, Spradlin & Smart - November - Legal Services 3,300.50 31,117,221.48
12/20/2018 OCTA Administrative Services October-November 290,481.41 30,826,740.07



Date Payee Debit Credit Balance

12/26/2018 Marsh Risk and Insurance - Insurance 57,348.87 30,769,391.20
12/26/2018 Amtrak - Station Upgrades 11,102.17 30,758,289.03
12/31/2018 Bank of the West - Interest 26,905.71 30,785,194.74




Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency

Open Agreements Listing as of December 31, 2018

AGREEMENT CONTRACT AMOUNT PAID CONTRACT CONTRACT
NUMBER VENDOR DESCRIPTION EXECUTED | TERMINATES AMOUNT TO DATE BALANCE STATUS
A ) Professional legal services. Piggyback off of Orange County
C-4-1816 Woodruff Spradlin & Smart Transportation Authority's (OCTA) contract. 7/11/15 6/30/29 $160,000 $124,510 $35,490 OPEN
Professional services for financial programming, coordination
C-5-3490 Joanna Capelle and reporting services relating to grants. Piggyback off of 9/4/15 9/30/19 $44,550 $12,740 $31,810 OPEN
OCTA's contract.
L-5-0002 N/A Joint Powers Agreement Concerning the LOSSAN Agency N/A N/A N/A N/A N/A OPEN
. Consultant Services for Website Development and
L-5-0005 Web Advanced Corporation Implementation for the LOSSAN Agency - Pacific Surfiiner. 4/6/16 12/31/18 $250,000 $111,918 $138,082 OPEN
L-5-0006 Goal Productions Consultant Services for Professional Video services for the | g7 /1¢ 12131119 $200,000 $182,762 $17,238 OPEN
LOSSAN Agency - Pacific Surfliner.
L-5-0012 Va"g';‘:nkb;xi&f‘y & Independent Auditing Services for the LOSSAN Agency 411116 3/31/19 $75,000 $49,208 $25,702 OPEN
A Southern California Regional Cooperative Agreement with SCRRA, Amtrak for Rail 2 Rail No Funds Flow
L-6-0003 Rail Authority (SCRRA), Amtrak Program. 7S 6/30/19 Through LOSSAN NIA NIA OPEN
A Santa Barbara Metropolitan Cooperative Agreement with Santa Barbara Metropolitan
L-6-0005 Transit District Transit District for Pacific Surfliner Transit Transfer Agreement 6/6/16 6/30/21 $40,000 $31,687 $8,313 OPEN
L-6-0006 San Luis Obispo Transit Cooperative Agreement with San Luis Obispo Transit for 71116 6/30/21 $10,000 $20 $9,080 OPEN
Pacific Surfliner Transit Transfer Agreement.
L-6-0007 South County Transit Cooperative Agreement with South County Transit for Pacific | ¢, 1 6/30/21 $5,000 $24 $4,976 OPEN
Surfliner Transit Transfer Agreement.
L-6-0009 OCTA Cooperative Agreement with OCTA for Pacific Surfliner Transit 6/6/16 6/30/21 $95,000 $31,509 $63,491 OPEN
Transfer Agreement.
L-6-0010 Anaheim Resort Transit Cooperative Agreement with Anaheim Resort Transit for 6/2/16 6/30/21 $40,000 $35,274 $4,726 OPEN
Pacific Surfliner Transit Transfer Agreement.
1-6-0012 Ventura County_Trgnsportatlon Coop(_era_nve Agreer_’n_ent W|t_h Ventura_County Transportation 6/1/16 6/30/21 $15,000 $7.196 $7,804 OPEN
Commission Comission for Pacific Surfliner Transit Transfer Agreement
L-6-0013 Gold Coast Transit Cooperative Agreement with Gold Coast Transit for 71116 6/30/21 $20,000 $1,158 $18,842 OPEN
Pacific Surfliner Transit Transfer Agreement.
San Luis Obispo Regional Cooperative Agreement with San Luis Obispo Regional
L-6-0015 'SP glo! Transportation Authority for Pacific Surfliner Transit Transfer 6/1/16 6/30/21 $18,000 $22 $17,978 OPEN
Transportation Authority
Agreement.
L-6-0016 Glendale Beeline Cooperative Agreement with Glendale Beeline for Pacific 6122116 6/30/21 $7,500 $2,967 $4,533 OPEN
Surfliner Transit Transfer Agreement.
L-6-0017 North County Transit District Cooperative Agreement with NCTD for Transit Transfer 6/6/16 6/30/21 $95,000 $3,632 $91,368 OPEN
(NCTD) Agreement
Cooperative Agreement with OCTA and Amtrak for
L-6-0023 Amtrak and OCTA Emergency bus bridge agreement. Funds flow between 7110/17 5/31/19 $50,000 N/A N/A OPEN

Amtrak and OCTA.
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Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency

Open Agreements Listing as of December 31, 2018

AGREEMENT CONTRACT AMOUNT PAID CONTRACT CONTRACT
NUMBER VENDOR DESCRIPTION EXECUTED | TERMINATES AMOUNT TO DATE BALANCE STATUS
Consulant services for professional marketing, branding,
L-7-0003 Truth and Advertising public outreach services for the LOSSAN Agency - Pacific 10/2/17 8/31/18 $300,000 $292,480 $7,520 OPEN
Surfliner
Consultant services for integrated advertising and direct
L-7-0004 Truth and Advertising response marketing for the LOSSAN Agency - Pacific 10/2/27 8/31/18 $1,150,000 $718,353 $431,647 OPEN
Surfliner
= Operating Agreement with Amtrak for the provision of
L-7-0008 Amtrak passenger rail service for Fiscal Years 2017-18 and 2018-19 10/1/27 9/30/19 $26,891,144 $24,557,579 $2,333,565 OPEN
L-7-0011 Marsh Rglére\\l?cdelsnsurance Consultant services to provide Insurance brokerage services 71117 6/30/22 $50,000 $20,000 $30,000 OPEN
L-7-0013 Amtrak Security Projects for LOSSAN Corridor with Amtrak 3/12/18 Project Completion $1,887,000 $267,398 $1,619,602 OPEN
Union Pacific Rail Road Corridor analysist reimbursement agreement for proposed
L-7-0014 Corporation additional Pacific Surfliner intercity passenger rail service 12/8/17 At Completion $35,000 $17,500 $17,500 OPEN
P (Capacity analysis)
L-7-0016 Marsh Risk and Insurance Purchase Order: General liability, crime, and errors & 1/1/18 12/31/18 $44,224 $44,224 $0 OPEN
omissions insurance policy
L-7-1017 Making Waves USA, Inc Consultant services for website design and development 3/28/18 3/15/20 $650,000 $92,801 $557,109 OPEN
B services for the LOSSAN Agency - Pacific Surfliner ’ ! !
L-8-0001 Bank of the West Commercial Banking Services 9/6/18 8/31/23 $25,000 $0 $25,000 OPEN
L-8-0003 Monarch Sport LLC Pacific Surfliner Field Marketing 7/16/18 7/15/19 $50,000 $12,497 $37,503 OPEN
L-8-0004 Outdoor Media Sole Source Purchase Order for Outdoor Advertising for 6/4/18 9/30/18 $99,561 $99,559 $2 OPEN
Summer Campaign
L-8-0005 Ace Agency Pacific Surfliner Public Relations 8/8/18 6/30/19 $50,000 $20,002 $29,998 OPEN
L-8-0006 Pacific Graphics Specialty Printing Services for the Pacific Surfliner 6/26/18 6/30/19 $50,000 $34,977 $15,023 OPEN
L-8-0007 Meringcarson Email Marketing and Passenger Communications Program 1/7/19 12/31/19 $49,800 $0 $49,800 OPEN
L-8-0008 Pastilla Creative Design and Strategic Communications Program 10/9/18 8/31/19 $50,000 $0 $50,000 OPEN
a, California Department of Interagency Transfer Agreement Between State of California
L-8-0009 Transportation Department of Transportation and the LOSSAN Agency 7ns 6/30/21 NIA NIA NIA OPEN
L-8-0010 OCTA Managing Aggncy Agreemgnt for OCTA to provide 7118 6/30/21 Reimbursable $994.617 N/A OPEN
administrative services to LOSSAN Agreement
L-8-0011 Civilian, Inc. Creative Services and Asdu"rﬁir:z'r”g Marketing for Pacific 1/9/19 12/31/19 $1,000,000 $0 $1,000,000 OPEN
L-8-0013 NCTD, Amtrak Rail to Rail Cooperative Agreement with the LOSSAN Agency, 8/1/18 7/31/19 No Funds Flow N/A N/A OPEN

NCTD & Amtrak

Through LOSSAN



../../FY18/3rdQtrBudgetStatus/L-8-0004
../../FY18/3rdQtrBudgetStatus/L-8-0006
../../FY18/3rdQtrBudgetStatus/L-8-0009
../../FY18/3rdQtrBudgetStatus/L-8-0010

Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency

Open Agreements Listing as of December 31, 2018

AGREEMENT CONTRACT AMOUNT PAID CONTRACT CONTRACT
NUMBER VENDOR DESCRIPTION EXECUTED TERMINATES AMOUNT TO DATE BALANCE STATUS
L-8-0014 Sparkloft Media Pacific Surfliner Social Media Marketing 11/2/18 3/31/19 $50,000 $0 $50,000 OPEN
L-8-0015 PR Newswire Association LLC PR Newswire Services 10/3/18 9/4/21 $63,080 $19,802 $43,278 OPEN

Amtrak, Capitol Corridor Joint Cooperative agreement for Amtrak to install conencting motor
L-8-0016 Powers Authority, San Joaquin p 9 . 9 12/15/2017 |Project Completion $61,521 $61,521 $0 OPEN
X N coach branding decals
Joint Powers Authority
L-8-0020 IT Works Inc DBA Volanno WiFi Landing Page Services 10/19/2018 6/30/2019 $10,503 $10,503 $0 OPEN
. Purchase order for general liability, crime, errors and
L-8-0024 Marsh Risk Insurance o - 12/1/2018 12/1/2019 $57,349 $0 $57,349 OPEN
omissions insurance




LOSSAN

March 18, 2019

To: Members of the Board of Directors
e

From: Jennifer L. Bergener, Managing Director J

Subject: Amendment to Cooperative Agreement No. L-8-0013 for the
Rail 2 Rail Program with the North County Transit District and
National Railroad Passenger Corporation

Overview

On July 16, 2018, the Los Angeles — San Diego — San Luis Obispo Rail Corridor
Agency Board of Directors approved a cooperative agreement between the
North County Transit District and the National Railroad Passenger Corporation for
the Rail 2 Rail Program between Pacific Surfliner and COASTER services on the
Los Angeles — San Diego — San Luis Obispo rail corridor. This agreement will
expire on July 31, 2019, and an extension is necessary to continue the program.

Recommendation

Authorize the Managing Director to negotiate and execute Amendment No. 1 to
Cooperative Agreement No. L-8-0013 between the Los Angeles — San Diego —
San Luis Obispo Rail Corridor Agency, the North County Transit District, and the
National Railroad Passenger Corporation for an additional term of one year through
July 31, 2020, and increase the reimbursement rate to $4.44 per boarding.

Discussion

The Rail 2 Rail (R2R) Program with the North County Transit District (NCTD)
was initiated in August 2013 through a cooperative agreement between
the California Department of Transportation (Caltrans), NCTD, and the
National Railroad Passenger Corporation (Amtrak) to allow for Pacific Surfliner
and COASTER passengers with certain Amtrak or NCTD tickets to utilize either
service within the limits of their ticket at no additional charge. The R2R Program
continued in substantially the same format through 2017.

In July 2018, recognizing the ongoing benefits of the R2R Program,
the LOSSAN Agency Board of Directors (Board) approved the terms for the
continuance of the R2R Program with NCTD and authorized the

Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-5598
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Rail 2 Rail Program with the North County Transit District and
National Railroad Passenger Corporation

Managing Director to enter into an agreement to continue the R2R Program.
The R2R Program currently provides for all Amtrak-operated Pacific Surfliner
trains to accept valid COASTER Regionplus day passes, monthly, or 30-day
passes and for all COASTER trains to accept valid Amtrak tickets, within the
limits of the ticket, for all shared stations between Oceanside and San Diego.

The R2R Program provides improved passenger rail service along the
LOSSAN rail corridor by allowing greater flexibility for rail passengers and
making rail transit a more viable alternative. The R2R Program also provides
mutual benefit for both the Pacific Surfliner and COASTER services by allowing
NCTD to offer up to 24 additional daily trips to its passengers at a fraction of the
cost to provide that service independently. Several of the Pacific Surfliner
trains also provide service during time periods not currently serviced by
COASTER trains.

Furthermore, the LOSSAN Agency is required, per the interagency transfer
agreement with Caltrans, to maintain specific performance standards related to
passenger miles, ridership, and farebox recovery. The R2R Program helps the
Pacific Surfliner to achieve these performance standards by increasing ridership
and providing a modest revenue increase. The R2R Program has proven to be
a success, providing benefit to passengers and both services.

To ensure continued benefit to passengers, staff is recommending the
continuance of the R2R Program with NCTD for an additional term of one year,
through July 31, 2020, and to increase the reimbursement rate from $4.42 to
$4.44 per boarding, which is consistent with the average COASTER revenue per
boarding identified in NCTD’s Fiscal Year 2017-18 Comprehensive Annual
Financial Report.
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Rail 2 Rail Program with the North County Transit District and
National Railroad Passenger Corporation

Summary

Staff requests Board of Directors approval for the Managing Director to negotiate
and execute Amendment No. 1 to Cooperative Agreement No. L-8-0013
between the Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency,
the North County Transit District, and the National Railroad Passenger
Corporation for an additional 12 months through July 31, 2020, and to increase
the reimbursement rate to $4.44 per boarding for the Rail 2 Rail program
between Pacific Surfliner and COASTER services on the Los Angeles —
San Diego — San Luis Obispo rail corridor.

Attachment

None.

Prepared by: y.
7 g s 4

/james D. Campbell
Deputy Managing Director
(714) 560-5390
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To: Members of the Board of Directors P
"1.4""—‘»\:.':\1;" ) ! J;
From: Jennifer L. Bergener, Managing Director ./
Subject: Cooperative Agreement for Continuance of the Rail 2 Rail Program

with the Southern California Regional Rail Authority and the
National Railroad Passenger Corporation

Overview

The Rail 2 Rail Program provides significant benefits to passengers traveling on
the Los Angeles — San Diego — San Luis Obispo rail corridor by increasing the
number of train options for travel along the corridor. The agreement to provide
the Rail 2 Rail Program between the Pacific Surfliner and Metrolink services
expires on June 30, 2019, and a new agreement is necessary to continue
the program.

Recommendations

A. Authorize the Managing Director to negotiate and execute Agreement
No. L-9-0005 between the Los Angeles — San Diego — San Luis Obispo
Rail Corridor Agency, Southern California Regional Rail Authority, and
National Railroad Passenger Corporation to continue the Rail 2 Rail
program for a term of one year through June 30, 2020 for a total contract
value of $2,400,000.

B. Direct the Managing Director to continue to work with the
Southern California Regional Rail Authority and National Railroad
Passenger Corporation to pursue a step-up fare program to facilitate
cost-sharing of the program with Rail 2 Rail passengers.

Discussion

The Rail 2 Rail (R2R) Program was initiated in 2003 through a cooperative
agreement between the California Department of Transportation (Caltrans),
Southern California Regional Rail Authority (Metrolink) and the National Railroad
Passenger Corporation (Amtrak). The R2R Program was intended to leverage
available capacity on the Pacific Surfliner trains for the mutual benefit of both

Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency
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Program with the Southern California Regional Rail Authority
and the National Railroad Passenger Corporation

Metrolink and Pacific Surfliner passengers. The R2R Program has continued
in substantially the same format, with the Los Angeles — San Diego —
San Luis Obispo (LOSSAN) Rail Corridor Agency (Agency) assuming
administrative responsibility in 2015.

The R2R Program with Metrolink currently provides for all Amtrak-operated
Pacific Surfliner trains to accept valid monthly Metrolink tickets, and for
all Metrolink trains to accept valid monthly Amtrak tickets within the limits of
the tickets, subject to certain restrictions and blackout dates. The R2R Program
also allows for Pacific Surfliner trains to accept all valid Metrolink fare media
between Los Angeles Union Station and the Burbank Airport — South station,
providing additional options for travelers who want to take the train to and from
Burbank Airport instead of renting a car.

The R2R Program provides improved passenger rail service along the
LOSSAN rail corridor by allowing greater flexibility for rail passengers and
making rail transit a more viable alternative. The R2R Program also provides
mutual benefit for both the Pacific Surfliner and Metrolink by allowing Metrolink
to offer up to 24 additional daily trips to its passengers at a fraction of the cost to
provide that service independently. These additional Pacific Surfliner trains
serve as express trains along the corridor and provide service in currently
unserved timeslots, requiring minimal financial contribution from Metrolink
member agencies. The R2R Program benefits the Pacific Surfliner by increasing
ridership and providing a modest revenue increase. The R2R Program has
proven to be a success, providing benefit to passengers and both services.

The LOSSAN Agency is required, per the interagency transfer agreement with
Caltrans, to maintain specific performance standards related to passenger miles,
ridership, and farebox recovery. The R2R Program provides incremental
increases in ridership, fare revenue, and overall passenger miles. These
increases are beneficial in maintaining the performance standards of the
Pacific Surfliner service and allow for cross-promotion between the services.
The R2R Program is consistent with the draft LOSSAN Agency Business Plan
for Fiscal Year (FY) 2019-20 and FY 2020-21 (Business Plan), providing
improved service and connectivity along the LOSSAN rail corridor.

The current R2R Program agreement expires on June 30, 2019. Based on the
performance of the R2R Program to date and the consideration of the program
in the draft Business Plan, LOSSAN Agency staff recommends the continuance
of this program for a term of one year, through June 30, 2020. A reimbursement
rate of $7.00 per boarding is recommended with a contract value of $2,400,000,
which is consistent with the draft FY 2019-20 Metrolink budget.
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To continue the development of options for the long-term continuance of the
R2R Program and also to ensure continued integration efforts on the LOSSAN
rail corridor, LOSSAN Agency staff will continue discussions with Metrolink and
Amtrak to pursue the development of a mobile-based or similar option for a
step-up fare program for the R2R Program. This program will facilitate cost
sharing by off-setting some of the reimbursement costs paid by Metrolink
member agencies through an adjusted ticket price paid by those passengers
who choose to participate in the R2R Program. It is envisioned that this proposed
step-up program will also assist with managing the passenger loads on certain
peak-period trains.

LOSSAN Agency staff, working in coordination with Metrolink and Amtrak, has
developed a draft cooperative agreement consistent with the terms above for the
continuance of the R2R Program.
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Summary

Staff requests Board of Directors approval for the Managing Director to negotiate
and execute Cooperative Agreement No. L-9-0005 to continue the Rail 2 Rail
Program for a term of one year, through June 30, 2020 for a total contract value
of $2,400,000. Staff will continue to work with Metrolink and Amtrak to pursue
the development of a mobile based or similar option for a step-up fare program
to help facilitate cost-sharing of the Rail 2 Rail Program

Attachment

None.

Prepared by:
'y xﬂ
y

James D. Campbell
Deputy Managing Director
(714) 560-5390
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To: Members of the Board of Dire}gt_ors'
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From: Jennifer L. Bergenef,/Managing-Director

Subject: Legislative Update

Overview

An update is provided on the federal fiscal year 2018-19 funding bills and
discussions surrounding the California High-Speed Rail project. An overview of
transportation-related legislative hearings and a report issued by the Federal
Railroad Administration on preventing trespassing incidents is also included.

Recommendation

Receive and file as an information item.
Discussion

Federal Appropriations Process Update

Prior to the start of federal fiscal year (FFY) 2018-19, the President signed five
of the 12 appropriations bills into law, funding a portion of government operations
for the duration of the fiscal year. The remaining seven appropriations bills,
including the Transportation, Housing and Urban Development (THUD) bill, were
funded wunder a series of continuing resolutions that expired on
December 21, 2018. After a 35-day lapse in appropriations, another continuing
resolution was passed on January 25, 2019, that reopened the closed
government agencies through February 15, 2019. A separate measure was also
passed providing backpay for federal workers impacted by the partial
government shutdown.

On February 14, 2019, the House signed omnibus appropriations legislation by
a vote of 300 to 128. The Senate passed the bill shortly thereafter by a vote
of 83-18. On February 15, 2019, the President signed the bill into law, funding
the remaining seven appropriations bills through the end of the fiscal year. The
THUD division received $71.1 billion in discretionary funding, $23.1 billion above
the President’s budget request and $1 billion above the FFY 2017-18 enacted

Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency
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level. The portion of the omnibus bill that funds the Department of Transportation
provides $85.6 billion overall.

The omnibus bill provides more than $16 billion for public transportation and
intercity passenger rail grants, which is $1.2 billion above authorized levels in
the Fixing America’s Surface Transportation (FAST) Act. Within the $13.4 billion
provided for public transportation grants is $2.55 billion for the
Capital Investment Grants (CIG) program. The bill allocates $1.27 billion
for New Starts projects, $635 million for Core Capacity projects, and
$526.5 million for Small Starts programs. In addition, the bill also includes
language directing the Federal Transit Administration to obligate $2.17 billion of
the CIG funds in a timely manner, specifically by December 31, 2020. There was
also language emphasizing that the CIG program should be administered
pursuant to the policies authorized in the FAST Act.

The $2.6 billion provided for intercity passenger rail grants consists of
$1.94 billion for Amtrak, $400 million for Federal-State Partnership for State of
Good Repair grants, and $255 million for the Consolidated Rail Infrastructure
and Safety Improvements program, among other programs. Of the $1.94 billion
included for Amtrak, the bill allocates $650 million for Northeast Corridor grants
and $1.29 billion for the National Network. As for the Federal-State Partnership
for State of Good Repair program, the bill also directs the Federal Railroad
Administration (FRA) to release funding for FFY 2016-17, 2017-18, and 2018-19
grants within 30 days of enactment of this bill to expedite the timeline of grant
notices and awards.

The omnibus bill also provides $900 million for the competitive Better Utilizing
Investments to Leverage Development (BUILD) program, which funds surface
transportation projects that include multi-modal investments. The bill requires
BUILD grants to be split evenly between large urban areas and rural areas with
a population of under 200,000. The bill also contains language requiring that the
FFY 2018-19 funding application process commence within 60 days of
enactment. Staff will continue to monitor the implementation of these funds as it
relates to intercity passenger rail service.

California High-Speed Rail Project Update

Since voters approved Proposition 1A in 2008, the high-speed rail project has
experienced significant cost increases that have resulted in an estimated
$50 billion funding gap to complete Phase | of the project, which would run
from San Francisco to Anaheim. In the State of the State speech,
Governor Gavin Newsom signaled a shift in California’s approach to the project.
Specifically, the Governor announced his intention to utilize the authorized
funding to complete a segment of the project between Merced and Bakersfield,
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while also continuing work on the environmental reviews for the remainder of
Phase I.

In response to the Governor's announcement, the FRA declared its intention to
cancel a $929 million federal grant appropriated in 2009. The letter from the FRA
detailing its reasoning behind the potential de-obligation of these funds is
included as Attachment A. In the letter, the FRA argues that the
California High-Speed Rail Authority (CHSRA) has failed to meet the terms of
the Cooperative Agreement entered into with the FRA when the grant was
executed. The FRA is also considering legal options to get back another
$2.5 billion federal grant the CHSRA has already spent on the project.

On March 4, 2019, the CHSRA responded to the FRA in a letter included as
Attachment B. In this letter, the CHSRA explains how the agency is focused on
meeting the conditions laid out in the federal grant agreement. Specifically, the
letter discussed the progress made on the project, which includes 119 miles of
construction, and the advancing of environmental permits. In addition, the letter
notes that the CHSRA fulfilled its commitment to fully expend the other
$2.5 billion in federal funds discussed in connection with the FRA’s letter.

It is expected that both the Legislature and Congress will continue to analyze
and evaluate the project’'s next steps. Staff will continue to provide additional
updates as the situation continues to develop.

Federal Railroad Administration’s Report on Preventing Trespassing

On February 19, 2019, the FRA issued a report to Congress entitled,
“‘National Strategy to Prevent Trespassing on Railroad Property,” which is
included as Attachment C. At the request of the U.S. House of Representatives
Committee on Appropriations, the report analyzes the leading factors of
trespassing incidents on railroad property, as well as develops a national
strategy to prevent future trespasser incidents. Specifically, the FRA identified
several contributing factors, such as the behavioral choices of individuals, the
lack of knowledge of trespassing dangers, the focus of finite resources on higher-
priority law enforcement issues, community-planning decisions, and the lack of
prosecutions associated with violations.

In addition, the FRA examined trespasser casualties over a four-year period
between November 2013 and October 2017 and identified the ten counties with
the highest pedestrian trespasser casualties, which includes the Counties of
Los Angeles and San Diego. Considering these high-risk areas and the increase
in trespasser fatalities at grade crossings and other railroad rights-of-way, the
FRA developed a national strategy that focuses on four strategic areas: data
gathering and analysis, community site visits, funding, and partnerships with
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stakeholders. The focus on these areas is expected to allow the FRA to transition
its trespasser prevention program to a centrally managed, data driven program
designed to identify and mitigate trespassing hot spots more effectively.

Informational Hearing on Senate Bill 1

On February 26, 2019, the Senate Transportation Committee held an
informational hearing on Senate Bill 1 (SB1) (Chapter 5, Statutes of 2017).
This hearing focused on the benefits that SB 1 funding has been able to provide
for local streets and roads, transit, highways, rail, active transportation, research,
and the economy. The witnesses included Chad Edison, Deputy Secretary of the
California State Transportation Agency, and Darrell Johnson, Chief Executive
Officer of the Orange County Transportation Authority. Deputy Secretary Edison
spoke about the increase in funding for the Transit and Intercity Rail Capital
Program and the State Rail Assistance Program, which has allowed for
investments in operations and capital improvements for intercity and commuter
rail service, as well as transit service improvements and electrification efforts.
Darrell Johnson shared how SB 1 has provided immediate benefits to localities
and regions by doubling local streets and roads funding for each city and county,
stabilizing the State Transportation Improvement Program, augmenting transit
funding, and providing a new revenue source for intercity and commuter rail. In
addition, a common theme that was discussed by the Senate Transportation
Committee and the witnesses was the need for more robust workforce
development efforts to address future employment needs in the construction and
equipment manufacturing sectors.

House Transportation and Infrastructure Committee Hearing

On February 26, 2019, the House Transportation and Infrastructure Committee
held a hearing entitled, “Examining How Federal Infrastructure Policy Could Help
Mitigate and Adapt to Climate Change.” Committee members and witnesses
discussed how transportation policy impacts the environment and, specifically,
how federal transportation policy might be altered to achieve both infrastructure
and climate goals. Committee members discussed how the transportation sector
is one of the largest contributors to climate change and, as such, transportation
policy should reward local transportation agencies for pursuing low-carbon
technologies and strategies. California Air Resources Board Member Dr. Daniel
Sperling testified about policies implemented in the State of California, most
notably regional greenhouse gas emission reduction targets, as well as the
importance of funding in incentivizing transportation agencies to achieve climate
goals. Committee members and witnesses also focused on the airline industry’s
success in achieving emissions reductions as an example of a market-based
approach to protecting the environment. According to a witness from Airlines for
America, the air travel industry is responsible for driving five percent of gross
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domestic product, yet airlines are only responsible for two percent of greenhouse
gas emissions. These statistics, and others like them, generated significant
discussion about the need for market-based policies to combat greenhouse gas
emissions as opposed to top-down environmental mandates that might harm
taxpayers.

Summary

An update is provided on the appropriations process, trespasser incidents, the
California High-Speed Rail Project, and transportation-related hearings.

Attachments

A. Federal Railroad Administration’s Letter to the California High-Speed Rail
Authority

B. The California High-Speed Rail Authority’s Letter to the Federal Railroad
Administration

C. Report to Congress, National Strategy to Prevent Trespassing on
Railroad Property

D. Los Angeles — San Diego — San Luis Obispo Rail Corridor Agency
Legislative Matrix

Prepared by:
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' VAN

Jaymal Patel
Associate Government Relations Representative
(714) 560-5475
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US. Department 1200 New Jersey Avenue, SE
of Transportation Washington, DC 20590

Federal Railroad
Administration

February 19,2019

Mr. Brian Kelly (via electronic mail to brian.kelly@hsr.ca.gov)
California High-Speed Rail Authority

770 L Street, Suite 620

Sacramento, California 95814

Subject: Notice of Intent to Terminate Cooperative Agreement No. FR-HSR-0118-12-01-01
Dear Mr. Kelly,

This letter provides notice to the California High-Speed Rail Authority (CHSRA) that the
Federal Railroad Administration (FRA) intends to terminate Cooperative Agreement No. FR-
HSR-0118-12-01-01 (Agreement) effective March 5, 2019. Following termination, FRA also
intends to promptly de-obligate the full $928,620,000 obligated under the Agreement.

FRA has determined that CHSRA has materially failed to comply with the terms of the
Agreement and has failed to make reasonable progress on the Project (as defined in the
Agreement), significantly endangering substantial performance. Considering this
determination, FRA intends to exercise its right to terminate the Agreement, consistent with
Section 23 of the Agreement.! FRA’s determination is based on many factors, including:

e CHSRA'’s failures relating to required State expenditures necessary to advance the
Project according to the Project’s schedule.

o CHSRA has failed to achieve the State contribution rates described in its quarterly
Funding Contribution Plan (FCP). For example, CHSRA committed to a $141.8
million State contribution to advance final design and construction activities in
December 2018, but reported only $47.9 million of actual expenditures in that
month. This almost $100 million difference shows not only CHSRAs inability to
deliver State contributions as outlined in the FCP, it is also an example of
CHSRA's failure to advance construction work and expend funds at a pace
necessary to complete the Project according to its schedule. Other months show
the same shortfall of expenditures as compared to the State contribution
commitment.

1 Section 22902(a) of Title 49 (Previously codified at 24402(a) of Title 49) authorizes the Secretary of
Transportation to require terms, conditions, and other requirements that the Secretary deems necessary or
appropriate on grants awarded under Section 301 of the Passenger Rail Investment and Improvement Act of 2008,
which is one of the authorized programs included in the High-Speed Intercity Passenger Rail grant program.
Additionally, 49 CFR § 18.43(a), provides the general authority for Federal awarding agencies to terminate
awards if the grantee “materially fails to comply with any term of [the] award, whether stated in a Federal statute
or regulations, an assurance, a notice of award, or anywhere else.”



e Based on CHSRA Board of Directors reports, FRA has determined that CHSRA will not
complete the Project by 2022, the end of the Agreement’s period of performance.

o FRA’s evaluation of the various documents submitted to FRA, or publicly
available (e.g., CHSRA’s 4th Quarter 2018 Summary Schedule and CHSRA’s
February 2019 Finance and Audit Committee reports) shows CHSRA cannot
complete the Project by 2022.

o When compared against the amount of funds expended, the pending contractual
completion dates show CHSRA is failing to make the type of sustained progress
necessary to meet the 2022 deadline. For example, according to CHSRA’s
February 2019 Finance and Audit Committee report on Construction Package
(CP) 4, the contractor has expended 25.1% of the contract price but approximately
86.5% of contract’s period of performance has elapsed, demonstrating that
CHSRA is not advancing construction work at the pace necessary to maintain the
Project’s schedule. Numerous prior quarterly reports reflect the same failure to
expend contract dollars consistent with the contract period of performance.

e CHSRA’s failure to submit required critical grant deliverables adequate to demonstrate
CHSRA is effectively managing delivery of the Project. Such deliverables include
Funding Contribution Plans.

o CHSRA has failed to provide FRA with timely and satisfactory financial reports
and other related deliverables. Without these deliverables, CHSRA has not
demonstrated that it is making reasonable progress or effectively managing the
Project. For example, since 2016, FRA has found over 40 reports and
deliverables are delinquent or do not contain the type of information or level of
detail necessary to allow FRA to oversee CHSRA’s performance of the Project;
this represents a very large portion of the reports and deliverables due over that
timeframe. A portion of these delinquent or unsatisfactory deliverables are also
required by Cooperative Agreement No. FR-HSR-0009-10-01-06; however, they
generally show CHSRA’s repeated failure to meet its obligations to FRA.

e Based on findings from FRA’s oversight and monitoring, CHSRA has failed to take the
appropriate corrective actions to ensure delivery of the Project.

o FRA has regularly communicated its concerns on the above issues to CHSRA
through: routine monitoring with CHSRA staff; individual meetings with CHSRA
leadership; Quarterly Executive Meetings; and feedback on the Authority’s
reports and deliverables as part of FRA’s routine business practice. CHSRA has
consistently failed to take the appropriate corrective actions.



o FRA identified areas of interest in the 2017 annual monitoring (e.g., failure to
develop and submit to FRA realistic Project schedules and budgets based on past
performance and trends). During its most recent November 2018 monitoring,
FRA found that CHSRA failed to satisfactorily address those areas of interest.

Reinforcing FRA’s concerns about CHSRAs past performance, and the likelihood CHSRA
will deliver on its obligations, is the significant change in the State of California’s plans for its
high-speed rail system. As described in the Agreement and in the various CHSRA applications
for Federal financial assistance, the Project is a component part of the larger high-speed rail
system that would, ultimately, connect San Francisco in the north and Los Angeles and
Anaheim in the south. During his recent State-of-the-State address, Governor Newsom
presented a new proposal that represents a significant retreat from the State’s initial vision and
commitment and frustrates the purpose for which Federal funding was awarded (i.e., an initial
investment in the larger high-speed rail system).

If you believe there is information showing that: (1) CHSRA has satisfied its commitments and
obligations under the Agreement; (2) is making reasonable progress to deliver the Project; and
(3) that the Governor’s announcement does not constitute a fundamental change in the purpose
of the overall project for which Federal funding was awarded, FRA will take that information
into consideration prior to taking any final action regarding termination of the Agreement.

You may submit any such information before March 5, 2019, to Ms. Jamie Rennert, FRA’s
Director of Program Delivery at jamie.rennert@dot.gov.

FRA reserves its rights under all other grant or cooperative agreements with CHSRA and is
exploring all available legal options, including termination of Cooperative Agreement No. FR-
HSR-0009-10-01-06 and the recovery of the Federal funds expended under that Cooperative
Agreement.

By e-mail to: brian.kelly@hsr.ca.gov

cc: The Honorable Gavin Newsom
Governor
State of California

The Honorable Brian C. Annis
Secretary
California State Transportation Agency
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March 4, 2019

Ms. Jamie Rennert

Director, Office of Program Delivery
Federal Railroad Administration
1200 New Jersey Avenue, SE
Washington, DC 20590

Subject: Notice of Intent to Terminate Cooperative Agreement No. FR-HSR-0118-12-01-01

Dear Ms. Rennert:

I am responding on behalf of the California High-Speed Rail Authority (“CHSRA”) to Ronald
Batory’s February 19, 2019 notification that the Federal Railroad Administration (“FRA”)
intends to terminate Cooperative Agreement No. FR-HSR-0118-12-01-01 (“FY10 Agreement” or
“Agreement”) and de-obligate the $928,620,000 obligated under the Agreement effective

March 5, 2019.

I urge the FRA to reconsider the precipitous and unjustified action it is contemplating.
Termination of the FY10 Agreement would be unwarranted, unprecedented, and legally
indefensible, and it would gravely harm a historic project on which the FRA and the CHSRA
have collaborated productively for nearly a decade.

As detailed below, the CHSRA is meeting its commitments under the FY10 Agreement and
Cooperative Agreement No. FR-HSR-0009-10-01-06 (the “ARRA Agreement”). The CHSRA is
making reasonable progress on the Project.! And, far from abandoning the ultimate vision of a
California high-speed rail system running from northern to southern California, Governor
Newsom is proposing billions of dollars in additional state funding to expand the initial
construction project in the Central Valley required by the ARRA Agreement. This expanded
system will connect three of the largest cities in the Central Valley (Merced, Fresno, and
Bakersfield), providing service to millions of individuals and transforming the economy of one of
the nation’s most economically distressed regions, as well as providing important transit
connectivity to Los Angeles, the Bay Area, and Sacramento. The threatened termination of
funding, by contrast, would cause massive disruption, dislocation, and waste, damaging the
region and endangering the future of high-speed rail in California and elsewhere in the nation.

Accordingly, the FRA should reconsider the rash and unlawful action it is contemplating and
instead engage in reasoned and structured discussion with the CHSRA of its concerns. The
FRA’s threat to terminate funding under the FY10 Agreement on two weeks’ notice is a sharp
departure from the productive, collaborative relationship previously enjoyed by the FRA and the
CHSRA. In light of that relationship, and the disruption and waste that abrupt termination of the
Agreement would cause, we owe it to the residents of the Central Valley, state and federal

' Unless otherwise indicated by context, “Project” refers to Tasks 1 through 10 listed in the FY10
Agreement and the ARRA Agreement.
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taxpayers, and the nation as a whole to continue cooperating on our historic and transformative high-
speed rail project.

EXECUTIVE SUMMARY

The February 19, 2019 notification letter from Mr. Batory (the “Notice”) asserts that the CHSRA has
materially breached the FY10 Agreement based on four factors. But none of the conduct identified by the
Notice constitutes a material breach of the Agreement, and the Notice’s assertions of additional
unidentified breaches are contradicted by the FRA’s previous acknowledgements that the CHSRA has
been complying with the essentially identical terms of the ARRA Agreement.

For example, although the Notice asserts that the CHSRA has failed to make required expenditures, the
only shortfall that it identifies is the failure to meet projected design and construction expenditures in
December 2018. Deviations from projected expenditures are, however, routine in any large construction
project, and nothing in the FY10 Agreement makes such a deviation a breach, much less a material one.

Moreover, far from asserting any prior material breaches, the FRA repeatedly has acknowledged that the
CHSRA was complying with its obligations. Under the ARRA Agreement, the FRA was permitted to
release funds only if the CHSRA was complying with the Agreement Nevertheless, the FRA released all
_ the ARRA funds, making over 450 separate payments to the CHSRA from March 2011 to September
2017, when the account closed thereby acknowledging the CHSRA’s compliance with its spending (and
other) obligations.

The Notice’s other assertions of non-compliance are similarly unsupported. While the Notice concludes
that the CHSRA will not complete the Project by the end of 2022, the only documents cited in support of
this conclusion expressly state that the Project will be completed by then, Even more fundamentally, the
Notice does not point to any “time is of the essence” clause or other provision in the Agreement making
completion by 2022 material. The Notice similarly fails to identify any specific deliverables that the
CHSRA has failed to satisfy, much less to explain why such failures would be material and cannot be
cured. Finally, contrary to the Notice’s assertion, the CHSRA has not failed to take any corrective action
required by the FRA: indeed, the FRA has notified the CHSRA of only one corrective action, which the
CHSRA completed.

The Notice also asserts that the CHSRA has failed to make reasonable progress on the Project. Here
again, the Notice’s assertion is belied by the FRA’s prior conduct. In addition to prohibiting the release of
funds absent compliance, the ARRA Agreement prohibited the release of funds unless the CHSRA was
making adequate and timely progress. As a consequence, when FRA released funds under that Agreement
from March 2011 through September 2017, it necessarily acknowledged that the CHSRA was making
reasonable progress. Moreover, nothing in the Notice suggests that the CHSRA has stopped doing so. To
the contrary, in the last year the CHSRA has made important progress in completing the Project. Indeed,
there are now 24 active or completed construction sites in the Central Valley, employing more than 2,600
workers, who are realigning roads and utilities, building bridges, viaducts, and crossings, as well as
grading roads and constructing embankments.

California has not changed the overall purpose of its High-Speed Rail Plan, nor has it frustrated the
purpose of the Agreement. To the contrary, Governor Newsom has reiterated his support for the vision of
his predecessors. He is, however, focused on completing the current project in the Central Valley and
maximizing thé benefits of that project. Far from frustrating the purpose of the Agreement, he is
proposing to expand the construction contemplated by the Agreement so that the first building block of
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the high-speed rail program will bring the benefits of high-speed rail to three of the largest cities in the
Central Valley and three of the fastest growing counties in California.

The threatened termination of the FY10 Agreement on two weeks’ notice is a sharp and wasteful
departure from the FRA'’s fruitful collaboration with the CHSRA, which is necessary to complete any
large infrastructure project. If this abrupt termination occurs, the FRA will not only endanger the historic
project on which it has collaborated for nearly a decade; it also will set a troubling precedent that may
undermine future infrastructure projects funded through state-federal partnerships. Accordingly, the
CHSRA urges the FRA to reconsider its contemplated action or, at a minimum, to engage in structured
discussions to share facts, clarify misunderstandings, and resolve disagreements.

DISCUSSION

I. THE CSHRA HAS NOT MATERIALLY BREACHED THE FY10 AGREEMENT

The Notice asserts that the CHSRA has materially breached the terms of the FY10 Agreement based on
four specified factors.? The Notice, however, fails to identify any material breaches and thus fails to
provide any legitimate ground for terminating the Agreement for non-compliance. 4

A. The CHSRA has Committed and Spent More Than Sufficient State Funds for the Project

The first factor specified in the Notice is the failure to make required State expenditures. The Notice,
however, identifies only one specific shortfall: the CHSRA’s expenditure of $47.9 million rather than
the $141.8 projected on final design and construction in December 2018. It is true that the last quarterly
Funding Contribution Plan projected design and construction expenditures of $141.8 million in
December 2018, and that only $47.9 million was actually spent. But nothing in the FY10 Agreement
required a $141.8 million expenditure in December 2018 or that the CHSRA meet its expenditure
projections each month.,

Projections are just estimates for a given period. A deviation from such estimates is not a material
breach. In any civil infrastructure project, the exact pace of the final design and construction activities
varies over the duration of the project. If the projected progress in one month does not match the actual

~ progress, the pace of the progress in subsequent months can be accelerated. This is especially true with
delays early in a project when critical path items are being constructed because such delays may delay
the commencement of others. But later noncritical path items can be accelerated to make up for the lost
time and bring the project back on schedule.

The Notice’s assertion that the current pace of state expenditures breaches the FY10 Agreement is also
puzzling because CHSRA is not yet making expenditures under the FY10 Agreement. The FY10
Agreement funds the final set of tasks needed to complete the Project. The rest of the funding for the
Project is being provided by the State and by the ARRA Agreement. Although the federal money
granted under the ARRA Agreement was exhausted in September 2017, when the ARRA appropriation
account closed, the CHSRA is still in the process of spending $2.5 billion in matching state funds under
the ARRA Agreement,

2 The Notice states that that the FRA’s assertion of material breach is based on “many” factors, but only identifies
four areas of noncompliance. The CHSRA cannot respond to allegations concerning factors that have not been
identified, and it would be fundamentally unfair for the FRA to terminate the Agreement based on factors that it has
not given the CHSRA a chance either to contest or to cure,
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Far from finding that the State materially breached the terms of the ARRA Agreement, the FRA
repeatedly has recognized the CHSRA’s compliance with that agreement. Under Section 7(b) of the
General Provisions in Attachment 2 of the ARRA Agreement, the FRA may authorize release of funds
only if it receives adequate documentation of a cost and the CHSRA is “complying with its obligations”
under the ARRA Agreement. Pursuant to this provision, the FRA made over 450 separate payments to
CHSRA from March 2011 through September 2017, thereby acknowledging that the CHSRA has been
complying with its obligations.

Moreover, California is well ahead of schedule in meeting its matching obligation under the ARRA
Agreement. As of December 2018, the CHSRA has submitted for FRA approval $970 million in state
matching funds, which is 39% of California’s $2.5 billion match requirement. As only 26% of the period
for achieving this match has expired, California is plainly on track to meet its state match funding
obligation under the ARRA Agreement, Furthermore, in 2018 the CHSRA committed an additional $3.1
billion in state funding toward the Project, which would result in a total State contribution of 71% of the
Project’s cost. Thus, the State has committed to more than its fair share of the Project, and there has been
no breach of the State’s spending obligations.

B. -~ The CHSRA Remains Committed to Completing the Project by December 31, 2022

The second factor identified by the Notice is that the CHSRA will not complete the Project by
December 31, 2022. Here again, the facts identified by the Notice fall short.

The Notice asserts that the FRA’s evaluation of various documents shows that the CHSRA cannot
complete the Project by the end of 2022. But the only documents that the Notice identifies are
CHSRA'’s Fourth Quarter 2018 Summary Schedule and its February 2019 Finance and Audit
Committee reports. Far from showing that the Project will not be completed by 2022, the Fourth
Quarter 2018 Summary Schedule shows that most work on the Project will be-completed by March
2022 and the four final tasks by the end of that year. The Notice’s reliance on the 2019 Finance and
Audit Committee Reports is equally misplaced. According to the monthly report that the committee
received this February, the construction packages in the Central Valley will be completed by December
31, 2020, August 31, 2021, March 31, 2022, and December 31, 2022,

Completing these packages on this schedule will be challenging. But as most recently outlined at the
February 19, 2019 Finance and Audit Committee meeting with the public in attendance, the CHSRA
acknowledges the risks to the project schedule that must be monitored and mitigated to keep the Project
on track. The Authority is therefore implementing strategies to meet those challenges, and its Chief
Operating Officer has set out the construction expenditure plan required to' meet the December 31, 2022
deadline as well as creating cross-functional Strike Teams to clear project work sites, establishing teams
to resolve commercial contractor charges and claims, and appointing an Executive COO and a Deputy
COO focused solely on increasing construction productivity. The Notice does not—and cannot—
explain why despite these actions the CHSRA cannot complete the Project by the end of 2022,

The FRA also notes one report submitted to the CHSRA’s Finance and Audit Committee shows that a
contractor has expended only 25.1% of a contract price even though 86.5% of the contract period has
elapsed. But this report concerns “Construction Package 4,” which is just one of four contract packages.
The Notice offers no reason to believe that a delay in the completion of this one aspect of the Project
will prevent completion of the overall Project by December 31, 2022, which is still more than three
years away. Indeed, as the FRA knows, the CHSRA has been in active negotiations to correct the
completion date for that contract package consistent with completlon of the overall Project by the end
of 2022.
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Even more fundamentally, the Notice does not explain why a delay in completion of the overall Project
would constitute a material breach of the FY10 Agreement. The Agreement contains no “time is of the
essence” provision. Nor does the Agreement’s termination provision state that failure to achieve 100%
completion by the end of 2022 constitutes grounds for termination, To the contrary, Section 23.¢ of the
General Provisions in Attachment 2 of the Agreement states that “[e]xpiration of any Project time period
established for this Project does not, by itself, constitute an expiration or termination of this Agreement.”

It is also surprising to us that the FRA is now finding the Project hopelessly and fatally delayed,
because the agency has refused for nearly a year to take simple actions that would accelerate the
Project. In June 2018, the CHSRA applied to conduct environmental reviews under the National
Environment Policy Act concurrent with our robust state environmental review process. As staff at the
United States Department of Transportation as well as the FRA have acknowledged, this simple
measure would save months in project review (as well as millions of dollars in redundant expenses).
Nevertheless, the FRA has not acted on our application, and, to make matters worse, since last August it
has failed to conduct even the most routine review and approval of documents necessary to advance the
environmental clearance process. The FRA should not point to delays, assert that future deadlines will
be missed, and abandon the Project when it has failed to take simple steps to reduce delays.

The need to amend an interim schedule does not suggest or establish that a project cannot be completed
or that its ultimate value will be diminished, and it certainly provides no reason to terminate the FRA’s
participation in a multi-billion-dollar project. The FRA should be working with the CHSRA on ways to
limit those delays and expedite completion of the Project. Large design-build public transportation
projects encounter scores of challenges and therefore require pers1stence creativity, and inter-agency
cooperation.

C. The CHSRA Is Meeting Its Obligations to Submit Deliverables

The Notice asserts that the CHSRA has failed to submit “critical grant deliverables,” including Funding
Contribution Plans. In particular, it asserts that the FRA has found over 40 reports and deliverables
either delinquent or lacking sufficient information. This is the first time that the FRA has identified
deliverables as an issue so‘major that it might justify termination of the FY10 Agreement, and because
the Notice fails to identify any particular report or deliverable, much less the deficiency in it, the
CHSRA is not in a position to respond fully to this concern at this time. Nonetheless, it is clear that

“ these asserted deficiencies do not justify termination of the Agreement.

First, a lack of sufficient information in deliverables is no basis for declaring a material breach, much
less termination, because such deficiencies are obviously curable.

Second, while the Notice asserts that the FRA has found 40 reports and deliverables deficient since
2016, the FRA previously recognized that there were no material deficiencies before September 2017.
As noted above, until the ARRA Agreement funds were exhausted in September 2017, the FRA
approved payments under that agreement, thereby acknowledging that CHSRA was in compliance with
the agreement. As the deliverables under the ARRA Agreement overlap with those under the FY 10
Agreement, there could not have been any material breach of the latter concerning deliverables prior to
September 2017, Moreover, nothing in the Notice suggests that any deficiencies since that time are any
different in kind or number than those before.

Third, the CHSRA has made substantial submissions to the FRA. In total, it has delivered to the FRA
121 documents and plans specifically identified in the Agreements, including detailed reports,
environmental documents, design plans, and other plans. The CHSRA is unaware of any deliverables
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that have not been submitted other than four that were due at the end of last year, which the CHSRA
has been unable to deliver because of the government shutdown and the FRA’s subsequent delay in
providing routine guidance concerning the content of those documents requested by the CHSRA.

While some other deliverables have been delayed, many of the delays were also attributable to the FRA.
For example, environmental deliverables were delayed when the FRA ceased all work on
environmental approvals pending resolution to the CHSRA’s NEPA Assignment request. Other
deliverables, such as the Interim Service Development Plan, were delayed while the CHSRA awaited
guidance on the content of those documents, and still others such as the Program Management Plan
were delayed because the FRA changed the guidance it provided or requested additional information.
Because the Notice fails to identify the deliverables it contends were deficient, it is impossible to say
how many of the deficiencies asserted by the FRA are attributable to its own action or inaction.

D. The CHSRA Has Not Failed to Take Corrective Actions or Respond to The FRA’s Monitoring

Finally, the Notice asserts that the CHSRA has consistently failed to take appropriate corrective action.
That is simply false. Under the procedures established by the FRA, if the FRA determines that a
corrective action is required, it is supposed to issue a finding and a notice of the corrective actions
required, usually in its monitoring reports. The FRA has issued only one such finding and notice under
the ARRA and FY10 Agreements. That was in a 2014 review related to the CHSRA’s oversight of a
contractor’s compliance with permit requirements, and the CHSRA promptly 1mplemented a correctlve
action plan, which resolved the matter.

The FRA’s own reports confirm that, contrary to the Notice’s suggestion, the CHSRA has not failed to
take corrective actions. The last monitoring report CHSRA received from the FRA was dated February
12, 2018, and the summary table of items requiring corrective action in the report is empty.

The Notice asserts that the FRA identified areas of interest in the 2017 annual monitoring review,
which the CHSRA failed to satisfactorily address. This does not support the Notice’s assertion that the
CHSRA has failed to take corrective actions because the FRA never notified the CHSRA that corrective
action was required,

Moreover, contrary to the Notice’s suggestion, the CHSRA has spent considerable time and effort
responding to issues raised in the FRA’s annual monitoring reviews. Indeed, every year the FRA and
the CHSRA conduct a Site Monitoring Review, which includes a one-day site review at the CHSRA’s
Sacramento headquarters office and three days in the Central Valley reviewing each construction
package (this includes a one-day site tour of the construction packages). This week-long review covers
multiple topics and involves every aspect of the program from grant management to construction
oversight, providing the CHSRA and the FRA an opportunity to review issues that have arisen over the
year and ongoing future needs and concerns. There has never been a suggestion before that the CHSRA
fails to address the issues raised by the FRA or has failed to satisfactorily address them.

The Notice offers only one example of a supposed failure to respond to its monitoring: the CHSRA, it
asserts, has not developed “realistic Project Schedules and budgets based on past performance and
trends.” In fact, however, the CHSRA has made extensive efforts to update and improve its scheduling
and budgeting process. For example, in June 2018, as part of its business plan process, the CHSRA
completed an updated baseline cost estimate and budget to complete the work underway, an updated
schedule for completion, and an implementation plan for passenger service and completion of the
federal grant agreement.
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In addition, numerous examples of the CHSRA responding to the FRA concerns can be cited. For
example:

o Staff Capability and Capacity—In response to the FRA’s suggestion that the CHSRA reorganize
staff to facilitate project delivery and fill key positions with project delivery experts, in August
2017, the CHSRA created a new Program Delivery Office, restructured to focus on program
delivery and made improvements in its governance and decision-making structure to improve
internal communications.

o Internal Processes—In response to the FRA’s suggestion to implement a control system
addressing Program Management Plan requirements, the CHSRA established a Program
Management and Oversight branch and implemented a more formalized process of configuration
management and change control.

o Service Development Planning—In response to the FRA’s suggestion that the CHSRA explain
the independent utility of the Central Valley portion of the high-speed rail program, the CHSRA
contracted with an Early Train Operator consultant, which evaluated different service options,
including a Merced to Bakersfield approach, that were discussed in the CHSRA’s 2018 Business
Plan and will be discussed further in a report to the Legislature in May 2019.

® Right-of-Way Acquisitions—In response to the FRA’s suggestion to increase the pace of right-
of-way acquisitions, the CHSRA stepped up its acquisitions so, for example, acquisitions for
Construction Package 4, increased from 39% complete in 2017 to 80% by December 2018. For
all Construction Packages, 74% of the property needed has been delivered to the design-build
contractors.

Here again, the Notice has failed to show any material breach of the terms of the FY10 Agreement that
could justify termination of the Project. :

IL. THE CHSRA IS MAKING REASONABLE PROGRESS ON THE PROJECT

In addition to asserting that the CHSRA materially breached its commitments and obligations under the
Agreement, the Notice contends that the CHSRA 1is not making reasonable progress on the Project. That
is also wrong,

Since the CHSRA has not yet accessed FY10 Agreement funding as it spends down the required State
matching dollars, progress must be measured against the ARRA Agreement. In releasing funds under the
ARRA Agreement, however, the FRA has acknowledged that the CHSRA has been making reasonable
progress. In addition to prohibiting payments absent compliance, the ARRA Agreement prohibited
payments unless the CHSRA was “making adequate and timely progress toward Project completion.” As
the FRA made over 450 payments under the ARRA Agreement from March 2011 through September
2017, the CHSRA must have been making adequate progress into at least the third quarter of 2017,

Nothing in the Notice shows that progress has materially stalled since then. To the contrary, CHSRA has
continued to make substantial progress. Indeed, at this point:

e 90% of the design work on the Project has been completed, and 74% of the rights of way have
been delivered to the CHSRA’s contractors;

e There are more than 24 active or completed construction sites in the Central Valley;
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e State Route 99 has been realigned, and the realignment of other roads as well as utilities is in progress;

e Two overhead crossings; a bridge, and a viaduct have been completed; two other viaducts as well
as a trench in Fresno are in progress; and abutments for bridges and ponds are being constructed;

e Over 44 miles of grading and embankment work is either finished or in progress; and

o In total, the Project has employed more than 2,600 workers in the Central Valley, involved 488
small businesses, and achieved nearly $6 billion in economic output.

Overall, the CHSRA has made significant progress on multiple sections in the Central Valley portion of
the high-speed rail program concurrently to more quickly deliver statewide mobility and environmental
benefits. In light of these significant and visible achievements, it is critical for both the FRA and the
CHSRA, as stewards of the significant taxpayer funds invested so far, to complete the Project. Otherwise,
we risk both failure and the unthinkable abandonment of a partially completed Project that would not be
fit for the purpose for which the taxpayers have made this investment.

III. CALIFORNIA HAS NOT CHANGED THE OVERALL PURPOSE OF THE HIGH-SPEED RAIL SYSTEM

The Notice’s final objection is that Governor Newsom, in his recent State of the State Address, changed
the overall goal for High-Speed Rail in California and made a proposal that frustrates the purpose for
which federal funding was awarded. Nothing could be further from the truth.

In his State of the State Address, Governor Newsom expressly confirmed that he shares that ambitious
vision for high-speed rail of his predecessors Governors Brown and Schwarzenegger. Moreover, as I
made clear in a recent memorandum to the chairman of the High-Speed Rail Authority, the Authority’s
ultimate goal remains a high-speed rail system that connects San Francisco to Los Angeles/Anaheim and
that eventually will reach north to Sacramento and south to San Diego, The Governor merely identified a
pragmatic, near-term focus, which is to “get trains on the ground” in the Central Valley and to lay the
foundation for the San Francisco to Los Angeles/Anaheim service. Like all mega-infrastructure projects,
the California high-speed rail system will be completed in building blocks with each block placed in
service upon completion with future funding and construction eventually expanding the system to its -
ultimate extent.

Far from frustrating the purpose of the FY10 and ARRA grants, the Governor’s focus expands that
purpose and maximizes the utility of the first building block in the high-speed rail program. These grants
are for construction of the initial portion of the high-speed rail system, and they require the CHSRA to
construct a 119-mile segment from Poplar Avenue, approximately 15 miles north of Bakersfield, to
Madera. Governor Newsom is proposing to expand this project by 50 miles—with California bearing the
expense of doing so—to reach south into downtown Bakersfield and north to Merced, so that this initial
segment will connect three of the largest cities in the Central Valley (Merced, Fresno, and Bakersfield),
three major universities and three of the fastest growing California counties, as well as providing
important transit connectivity to the Altamont Corridor Express (ACE) and Amtrak traveling to the Bay
Area and Sacramento and to bus services traveling from Bakersfield to Los Angeles.

This expansion will make the initial building block of the high-speed rail program more immediately
productive, which furthers, rather than frustrates, the purpose of the federal grants. The expanded Central
Valley project also furthers the ultimate goal of a statewide high-speed rail system by ensuring that the
first step in California’s high-speed rail system brings tangible benefits that will encourage extension to
the San Francisco Bay area and then to the Los Angeles basin.




Ms. Jamie Rennart
March 4, 2019
Page 9

IV. 'THE THREATENED TERMINATION OF THE FY10 AGREEMENT IS A SHARP AND
UNFORTUNATE DEPARTURE FROM PRIOR PRACTICE

In addition to being unjustified, the FRA’s sudden threat to end the Project on two weeks’ notice is a
sharp—and wasteful—departure from its fruitful collaboration until now with the CHSRA.

For nearly a decade, the CHSRA and the FRA have been working together toward our common goal of
achieving the first true high-speed rail system in the United States. A project of this magnitude faces
challenges at every stage, from planning, funding, environmental review, and acquisition of private
property to the physical challenges of construction that cannot be fully predicted or addressed until dirt is
actually moved. Consequently, the cooperation and, at times, patience of numerous agencies and
municipalities is required. Until now, the CHSRA and the FRA have enjoyed such cooperation including,
among other things, amending the ARRA Agreement six times to accommodate various changes.

Together, the agencies have overcome numerous hurdles since the original execution of the grant
agreements in-2010 and 2011. For example, in 2012, after litigation challenging the Project was filed, the
FRA and the CHSRA renegotiated the ARRA grant terms to allow a tapered match payment arrangement
whereby the federal ARRA funds would be used first to pay for capital costs until fully expended, which
occurred in September 2017, followed by state match until the full match amount is spent. Similarly, in
late 2013, as the same litigation was on appeal, the FRA and the CHSRA mutually agreed to slow down
the project construction, pending the results of the appeal or access to alternative state matching funds.
And the FRA and the CHSRA continued to cooperate under a tapered match arrangement to assure the
‘full use of the federal ARRA funds prior to the September 2017 statutory deadline. '

While much remains to be done, we are proud of the progress we have made. Terminating the FY10
Agreement now, especially without providing the CHSRA a fair and reasonable opportunity to be heard,
would have grave consequences. Especially if paired with the clawback that the Notice threatens,
termination would create uncertainty over the future of a project that has created 2,600 jobs in the Central
Valley, a region that has struggled economically, and ultimately may leave that area strewn with
unfinished bridges, overpasses, and viaducts.

This termination, should it go forward, also would set a troubling precedent that would undermine future
infrastructure projects nationwide. Especially given the precipitous manner in which termination and
withdrawal of funds has been threatened, the termination would cast doubt on the reliability of the federal
government as a partner in delivering on its funding commitments. As a result, states may be unwilling to
join the federal government in investing billions of dollars on future infrastructure projects, leaving the
federal government with the unenviable choice of funding those projects itself or leaving them undone.

Iurge the FRA and the Federal Government to focus on the important goal we have set together for
California and the rest of the nation: to complete the first building block of a statewide high-speed rail
system. That goal was established in partnership with the FRA in 2010 and 2011 when the ARRA and
FY10 grant funds were awarded. Since that time, California has appropriated matching state funds,
including Proposition 1A and Greenhouse Gas Reduction funds. Thus, based on the best available
estimates the state and federal funds needed to satisfy capital costs to complete Central Valley
construction, including right of way acquisition, construction management, environmental mitigation,
final design, construction, and interim service, have all been committed or identified. Moreover, extensive
construction is already underway. The FRA should not step away and waste all of these efforts,

At a minimum, in light of the massive disruption and waste that an abrupt termination would cause, I ask
. the FRA to agree to engage in a sincere effort to work through the issues raised in the Notice and save the
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nearly decade of collaboration on our historic high-speed rail project. Before any precipitous and
potentially irreparableaction is taken, the FRA should specify the deficiencies that the Notice only
vaguely references and give the CHSRA an opportunity to respond to them individually and, where
justified and still live, to discuss ways in which to cure or mitigate them. We also should engage in a
meaningful discussion of how such issues may be cured in a more prompt and productive fashion without
endangering a multibillion dollar project employing thousands of workers. And, finally, before
concluding that the Project cannot be completed and abandoning it, the FRA officials should come to
California and inspect the Project so that they can see for themselves both the great progress that has been
made and the devastating harm that abandoning the Project at this stage would cause.

Please contact us so that we can begin to make these arrangements as soon as possible and remove any
cloud over the Project. We owe it to taxpayers to continue our cooperation on this historic endeavor and
to act in good faith as stewards of the funds spent and to be spent in the Agreement.

CONCLUSION

Based on the above, I urge the FRA to decide that the FY10 Agreement should not be terminated or, at a
minimum, that it defer any final termination decision and meet constructively with the CHSRA to resolve
any and all issues of concern and preserve the historic Project on which we have cooperated for so long.

Thank you for your consideration.
