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EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE 
OPERATIONS COMMITTEE 

OCTOBER 21,201 0 

SUBJECT: LIGHT RAlL VEHICLE PROCUREMENT 

ACTION: AUTHORIZE NEW PROCUREMENT OF LIGHT RAlL VEHICLES 
( LRVs) 

RECOMMENDATION 

A. Authorize staff to issue a federally funded solicitation for a "Best Valuen LRV 
procurement. The procurement will include 78 vehicles in the base order and 
options for additional vehicles as required for Measure R light rail projects. 

B. Approve an increase in the life-of-pmject budget for CP#206035 - Light Rail 
Vehicle Procurement (P3010) of $1 60,910,000, from $1 74,500,000 to 
$335,410,000. 

C. Approve the attached funding plan totaling $335,410,000 for the first 78 LRVs 
that includes the reprogramming of $21.9 million in federal funds which are 
anticipated savings fmm the procurement of P2550 light rail vehicles. 

0. Amend the FYI 1 budget to add one FTE to Transit Operations to provide 
dedicated project management support and one FTE to Administrative 
Services- Procurement to provide dedicated project and contract administration 
support for the life of the capital project. 

At the September 2010 Board meeting, staff provided an update on the status of 
requests sent to the Federal Transit Administration (FTA) to include certain 
provisions in the P3010 procurement designed to create employment opportunities 
in Los Angeles County and to promote improved air quality in the vehicle 
manufacturing process. 



On July 21, 2010, LACMTA sent a request to the Federal Transit Administration 
(FTA) to include certain provisions in the P3010 procurement designed to create 
employment opportunities in Los Angeles County and to promote improved air 
quality in the vehicle manufacturing process. Specifically, we have asked for 
approval to include the following requirements in the request for proposal and have 
received the following questions or initial responses from the FTA: 

1. The creation of local jobs would be evaluated in the procurement. Proposers 
will be required to submit a detailed plan for creating employment 
opportunities in Los Angeles County in connection with production, delivery, 
acceptance testing, and warranty coverage requirements. 

FTA's initial response is that our request would be difficult to approve, 
primarily because they view a local hiring provision as "exclusionary and 
discriminatory" under applicable FTA procurement rules. 

LACMTA responded to the FTA's initial response with a follow-up letter to the 
FTA on September 30, 2010, restating our request for a timely response to 
our July 21'' letter. LACMTA proposed in the alternative that incentive points 
be awarded for a local hiring program in the procurement scoring and argued 
that it would not constitute an impermissible geographic preference since it 
would be applied equally to all proposers, and as a result, would not conflict 
with FTA's prohibition on the use of "exclusionary and discriminatory 
specifications1' in federally funded procurements. 

2. Inclusion of a project specific Disadvantaged Business Enterprise (DBE) Goal 
for this procurement to create employment and business opportunities for 
DBE firms in the Los Angeles area. 

FTA's initial response is that they are open to this type of provision, but that 
LA CM TA would need to provide a justification of the use of project specific 
goals (rather than the normal practice of reliance on the vehicle 
manufacturer's DBE goals). They have also requested a list of anticipated 
DBE contracting opportunities and prospective DBE firms. 

MTA contacted the FTA Office of Civil Rights to determine how the FTA 
instructs the transit vehicle manufacturers to set the DBE goals for vehicle 
manufacturing. Our current vendor, Ansaldobreda, shared their federal DBE 
program plan with LACMTA which indicates that they have a 9% DBE goal for 
the P2550 Light Rail Vehicle procurement. We have also researched typical 
subcontracting opportunities for light rail vehicle manufacturing and assembly 
and have matched that list with certified DBE subcontractors. LACMTA 
identified over 1,700 potential DBE subcontractors who may be able to 
provide services to a light rail vehicle manufacturer. LACMTA provided this 
information to FTA in its September 3oth follow-up letter. Based on this 
preliminary data we would anticipate setting a DBE goal greater than the 
current goal submission in the P2550 Ansaldobreda contract. 
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3. A requirement that each proposer comply with and provide a certification that 
the manufacturing facilities that it will use to produce and manufacture LRVs 
for LACMTA will meet air quality and emissions standards established by the 
South Coast Air Quality Management District (SCAQMD) under the Clear Air 
Act. 

FTA's initial response is that they have no jurisdiction over the use of this type 
of environmental provision and that LACMTA would need to address it with 
the Environmental Protection Agency (EPA). 

Staff has identified the various LRV production processes and the specific 
applicable SCAQMD regulations that would apply to the manufacture of 
LRVs. We have created contract language and a certification that a 
responsible car-maker must adhere to during LRV production. We had a 
conference call with EPA officials and have submitted a copy of our proposed 
contract requirements and certification to the EPA. We will continue 
discussion with EPA officials on this matter to gain their support. 

4. A requirement that the LRVs be manufactured in the United States and 
contain all U.S. components. 

FTA's initial response is that they may not have a problem with this type of 
provision, but they raised the issue of whether 100% U. S. components could 
be achieved as a practical matter by the rail car suppliers. 

In the September 3oth follow-up letter to FTA, LACMTA reiterated its proposal 
to require all LRV components be of United States origin and that all of the 
manufacturing processes must take place in the United States. In effect, we 
are proposing to apply the Buy America requirements currently applicable to 
the "manufactured products" under the FTA and FHWA Buy America 
regulations rather than the Buy America requirements applicable to rolling 
stock. We stated that it is our belief that our proposed approach supports 
Department of Transportation objectives recently described in public 
speeches on the need for domestically built rail vehicles, given the current 
economic state of our country. 

DISCUSSION 

Award of a contract to provide LRVs will take approximately one year from the date 
of Board approval of the solicitation. MTA has contacted a number of potential 
vehicle manufacturers to discuss schedule requirements. Based on their responses, 
it will take approximately 24-30 months to produce the first vehicle for our testing 
and acceptance. We will ask car makers to deliver four cars per month beginning in 
late 201 3. This expedited schedule will result in complete delivery of the base order 
of 78 LRVs by end of 201 5. 
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To assure timely delivery of the P3010 LRVs, the following procurement 
requirements will be included in the RFP: 

LRV Contractor Selection Process and Evaluation Criteria 

The Best Value RFP will use explicit factors to define the relative importance of the 
evaluation criteria. The criteria will be structured to obtain a reliable and cost 
effective vehicle from a proven car builder. The evaluation factors will consist of the 
following elements: 

1. Experience and Past Performance 
2. Cost 
3. Technical Compliance 
4. Project Management Experience 

Evaluation criterion # I  will be defined to be most important. Criteria # I  and #2 
collectively will be significantly more important than evaluation criteria #3 and #4 
combined. 

Additionally, the RFP will include a local hiring program and an enhanced Buy 
America program as a basis for providing proposers with incentive points in the 
overall review and scoring of proposals. The additional points earned would be used 
as part of the Best Value trade-off process. 

The DBE goal, set by LACMTA according to California subcontracting opportunities 
will be included in the RFP and evaluated in the same manner that all other federally 
funded Metro contracts are evaluated, The applicable SCAQMD regulations for 
clean air and water will be treated as responsiveness and responsibility issues. 
The Best Value selection process, including negotiations with all proposers in the 
competitive range, allows us to review proposal responses in greater depth until we 
are satisfied that the selected contractor has sound technical competence and 
history of timely deliveries. 

Contractor Financial Guarantees 

To provide maximum performance protection and minimize risk to LACMTA, the 
RFP will require the following financial guarantees: 

Performance Bond - secures fulfillment of all contractor's obligations under 
the contract. The performance bond will be required for 100% of the contract 
price. 
Irrevocable Letter of Credit - requires the selected contractor to provide a 
letter of credit or escrow account equal to 6% of the total contract value to 
address delivery and production support of the vehicles. 
Liquidated Damages (LDs) - damages that the contractor agrees to pay when 
contractual milestones or deliverables have been missed. The LDs may be 
assessed up to an amount not to exceed 10% of the total contract price. 
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Retention of Monies from Progress Pavment - 5% from each progress 
payment will be withheld until the contract has been completed. This 
provides security that the contractor will continue to perform until contract 
completion. Additionally, we may increase the retention to 10% if significant 
milestones are not achieved within a reasonable time frame. 

The financial guarantees identified above provide assurances that the contractor will 
perform according to the contract requirements and schedule. 

Contract Data Deliverables and Milestones 

We estimate that the contractor will generally take at least 24 months to design the 
LRV to meet our specifications and produce the first prototype LRV for testing. This 
will be followed by the manufacturing and assembly of production LRVs; 
commissioning of the LRVs; acceptance; and warranty monitoring. Throughout this 
duration, project staff will review key deliverables and monitor milestones, such as 
the following: 

Car design review packages consisting of drawings, analyses, etc. 
Qualification tests for carbody, trucks, and subsystems equipment 
First Article Inspection (FAI) of the LRV and subsystems equipment 
Carshell and truck manufacturing 
Car and truck assembly, including factory tests 
Car delivery, acceptance, testing and commissioning 
Warranty monitoring 

Such in-depth monitoring and oversight will provide internal controls needed to 
manufacture cars that comply with the contract requirements and are built with the 
highest quality and reliability. 

Procurement Management 

The new LRV contract will be long-term and technically complex. It will require 
dedicated and expert technical project management and contract administration 
support. Additional technical support for the LRV design, production and quality 
assurance phases will be provided by consulting firms who specialize in LRV 
procurements. 

A Metro project manager will be assigned to the project to provide stronger review of 
the LRV design documents, increased in-plant inspections, and formal progress 
reports to the Chief Operations Officer and the Board for the life of the project. 
Monthly contract progress review meetings for design, schedule, and technical 
discussions will be held at the contractor's and suppliers' plants. 

A dedicated contract administrator will support program reviews, assess contract 
performance through contract milestone adherence, assess payments and liquidated 
damages in relation to contract milestones, manage and negotiate change orders, 
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assure delivery of all requirements, including spares, tooling, test equipment, 
product documentation, manuals, spares, and will support warranty claims and 
contract close-out. 

Risks 

A risk to proceeding with releasing the RFP prior to FTA approval is that we will 
need to issue amendments to the RFP if the FTA denies any of our request(s). 
Depending upon the complexity of the amendment, additional time will be added to 
the proposal response, if necessary. 

FINANCIAL IMPACT 

The proposed funding plan (Attachment A) is a combination of federal, state, and 
local funds with $265 million from federal sources for the base contract. The funding 
for the options will be identified through the 3011 0 Initiative implementation schedule 
and approved by the Board prior to exercise of any options. The funding required to 
prepare, issue and evaluate the RFP as well as manage and administer the contract 
has been included in the FYI 1 budget in CP#206035. 

Impact on Bus and Rail Operating and Capital Budget 

The funds identified are primarily federal and state capital grants and Measure R 
35% Transit Capital, none of which are eligible for bus and rail operating expenses. 

ALTERNATIVES CONSIDERED 

The Board could choose not to move forward with the RFP to begin the procurement 
process for the LRVs until the FTA has issued its final decision on all of LACMTA's 
requests. This alternative is not recommended because LACMTA needs LRVs to 
satisfy service demands for our expanding network of light rail transit projects. 

NEXT STEPS 

After Board approval of the recommended RFP, staff will prepare and release a 
solicitation to provide consultant support evaluation of P3010 proposals and source 
selection of the P3010 contractor. Additionally, a RFP will be issued to obtain 
technical and inspection services during pre-production and production phases of 
the vehicle development. 

ATTACHMENT A 

A. Financial Plan for LRV Procurement Base Buy 
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Chief Operations Officer 

Chief Executive Officer 
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Attachment A 

Uses of Funds 
Acq of Revenue Vehicle (@$4.3m) 
Parts 
Special Tools 
Test Equipment 
Administration 
Contingency 

Total Project Cost 

Sources of Funds 
Measure R 2% 
Measure R 35% 
Prop 1 BrrCRPlSTlP ('I 
RSTP (Federal) (a 
CMAQ (Federal) 
Reninnal lrnn.Praa (RIP-Federal) 

Federal/State/Local 
Light Rail Vehicle Procurement (78) - CP206035 

Capital Project Funding and Expenditure Plan 
($ in millions) 

Previous ; Revised 10-12-2010P - 
FYI6 FYI7 TOTAL + 

Total Project Funding"' I $  0 .51$15.71$ 38.11$31.61$ 85.51$ 91.81$38.61$33.61$ 335.41 

Surplus (Deficit) I 0.01 0.01 -0.31 0.31 0.01 0.01 0.01 0.01 0.0 
'" Includes TCRP/Stip/Prop 18/ funds spent in prior years. 

'" Funds pending federal approval. 

13' Funding source and cashflow need may change subject to funds availability and final cost. 

Numbers may not add up due to rounding. 
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