
I 

Metropdin Transportation Authority One Gateway Plaza 213.922.2000 4 
Los Angeles, CA 90012-2952 metro.net 

I 

i 
3 

@ Metro 

REGULAR BOARD MEETING 
DECEMBER 9,201.0 

SUBJECT; METROLINK ROLLING STOCK LOAN 

ACTION: APPROVE BUDGET AMENDMENT 

RECOMMENDATION 

Authorize the Chief Executive Officer (CEO) to amend the FY 201 0-1 1 Budget to 
include an additional $18 million in Measure R funds to the Southern California 
Regional Rail Authority (SCRRA) to exercise a 20 car option for ROTEM commuter rail 
cars. 

In October 2010 the Metro Board approved an urgency motion directing the CEO to 
execute an agreement to loan up to $18 million to SCRRA to finance the purchase of 
20 additional Rotem commuter rail cars. The motion also directed the CEO to return at 
the December 2010 Board Meeting to present the details of this action. This action also 
requires that the FY 2010-1 1 Budget be amended. 

POLICY IMPLICATIONS 

SCRRA is in the process of receiving 11 7 new Rotem commuter rail cars, complete with 
Crash Energy Management (GEM) technology and other new safety features. Due to 
the safety benefits and favorable pricing terms, SCRRA would like to exercise an 
additional 20 car option. In October 2010, the LACMTA Board approved an urgency 
motion (see attachment A) directing the CEO to loan up to $18 million to SCRRA for the 
purchase of the rail cars. The motion also directed that agreement be reached with 
each of the five SCRRA member agencies to provide their share of the costs in an 
equitable manner. 

In response to the motion, SCRRA developed a a Rotem Car Financing Plan (see 
Attachment B) which uses primarily Proposition 1 B California Transportation Security 
Grant Program (CTSGP) funds to pay for the 20 car option. CTSGP funds are 
allocated directly by the State to SCRRA on behalf of each of the five member 
agencies, and can be used for eligible safety and security projects, such as CEM cars. 
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Initially, LACMTA will loan SCRRA between $1 5 - $18 million as down payment, to 
secure the contract option. Thereafter, each year SCRRA will repay the loan to 
LACMTA, plus interest, at 3.52% annually, with the CTSGP funds. It is anticipated that 
by FY 201 5-1 6 the loan to LACMTA will be repaid and that the 20 car option will be fully 
paid for. Excess CTSGP funds can be used for other systemwide safety projects such 
as Positive Train Control (PTC) and sealed corridor. 

There is a risk, given the State's uncertain financial climate, that there could be delays 
in payment of the Prop. 1 B CTSGP bond funds to SCRRA. The Promissory Note 
between LACMTA and SCRRA includes language that should the Prop. 1 B funds not 
be available, SCRRA shall use any other funds to repay the loan. 

OPTIONS 

One option would be to not amend the FY 2010-1 1 budget. This option is not 
recommended since the Board already approved the motion to finance the 20 car 
option and sufficient funds need to be budgeted to fund the loan. 

Another option would be to use an alternate source of funds, such as Proposition C 
10% funds. This is not recommended since Proposition C 10% funds are fully 
committed for Metrolink commuter rail operations, renovation, capital projects, and 
LACMTA Call For Projects. 

FINANCIAL IMPACT 

Because LACMTA cannot use Measure R bonds as a loan to SCRRA due to income 
tax restrictions, staff proposes to use Measure R 3% cash funds previously budgeted 
for the PTC project to fund the Rotem 20 car option. Measure R bond funds will be 
used to pay for PTC capital expenses. 

For FY 2010-1 1, $1 7,000,000 in Measure R 3% funds were budgeted to SCRRA for the 
PTC project, project 460064, task 01. An additional $1 8,000,000 will be added to the 
FY 201 0-1 1 Measure R 3% budget, totaling $35,000,000 to fund both the loan to 
SCRRA for the Rotem 20 car option and the PTC program. 

There is no impact to the Enterprise fund as Measure R 3% funds can be used only for 
commuter rail capital expenses. 

BACKGROUND - 

SCRRA is the first commuter rail system in the nation to acquire these state-of-the-art 
CEM cars, which feature collision-absorption technology. The cars feature crush zones 
which absorb impact at each end of the cars, enhanced bumpers and couplers that 
absorb, balance and dissipate force from an impact, frangible work tables, reconfigured 
seats with higher seat backs, improved lighting and other safety features. The first 
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group of cars arrived in mid 2010 for testing and will be placed into service this month. 
Additional cars will be placed into service in 201 1. 

SCRRA will exercise the option for the 20 rail cars which are expected to be placed into 
service in mid 2012. At that point, 137 of SCRRA's 160 rail car current daily operating 
fleet will be equipped with the CEM technology. 

A. October 28,201 0 LACMTA Board Motion 
B. Rotem Car Financing Plan 
C. Promissory Note 

Prepared by: Jay Fuhrrnan, Transportation Manning Manager 
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Chief ~xecutiv;! Officer 
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ATTACHMENT A 

October 28,2010 

MOTION 
Directors Antonovich, Villaraigosa, Knabe, Katz and Najarian 

Metro's commitment to passenger safety on the Southan California Regional 
Rail Authority (Metrolink) system has included major investment in Automatic 
Train Stop, Positive Train Control, doubletracking and grade separations. 
With a rail system that includes hundreds of at-grade railhighway crossings, 
heavy %ght train volume and multiple operators, it is also vital that we invest 
in safety improvements for the rail cars that will carry our passengers, 
especially with two major accidents in Glendale and Chatsworth over the past 
five years. 

In 2006 Metrolink placed an order with Hyundai Rotem for 1 17 rail cars, all of 
which will be delivered and put into service on the Metrolink system by 20 1 1. 
These Rotem cars are the h t  in the nation to include "crush zoneyy technology 
and "crash energy management" (CEM) design. This technology is estimated 
to reduce fatafties by 75 percent in a 35 mile per hour crash, according to the 
F e d d  Railroad Administration (FRA) - a technologid advance important 
enough to be adopted as part of the FRA's new safety standards for passenger 
rail cars. 

Metrolink now has an opportunity to replace 20 more aging rail cars without 
CEM features that are in service by exercising an option from the original 
contract with Rotern. Without this option, Metrolink would have to spend a 
similar amount of money per rail car to rehabilitate the older cars currently in 
service in order to maintain its fleet, despite these rehabilitated cars not being as 
safe or as long-lasting as the new rail cars with CEM technology. 

This option expires November 3oh, 20 1 0. 

No Metro Board meeting is scheduled in November, so action is needed today. 

To secure this option,~ebr,link will need to present 40% of the purchase price, 
which would range between $13 million and $16 million, on this option 
expiration date. Ideally each county would pay its share of the rail car costs but 
so far that agreement has not yet been reached among the five counties. One 
county paying more than its share in order to secure cars for the entire region, 
with the promise of repayment at a later date, has precedent with Orange 
County's contribution tow& paying for the original Rotern contract. 



I THEREFORE MOVE that the Metro Board direct the CEO to do the 
following: 

(1) negotiate and execute an agreement with Metrolink to finance the 
purchase of the 20-car option for more Rotem rail cars in an amount not 
to exceed $18 million; 

(2) return to the Metro Board at the December Board meeting to present the 
details of this action; 

(3) work with the Metrolink CEO and the appropriate representatives from 
Orange, San Bernardino, Ventura and Riverside Counties to secure an 
agreement to provide their share of the necessary funding to finance the 
entire 20-car option contract for Rotem rail cars in a manner that 
distributes costs to the five member agencies equitably; 

** This language was subsequently removed from the motion. 
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ATTACHMENT C 

PROMISSORY NOTE 

For value received , this 23rd day of November, 2010, Southern California 
Regional Rail Authority ("SCRRA"), a public body corporate and politic ("Maker"), 
promises to pay to the Los Angeles County Metropolitan Transportation Authority, a 
California county transportation authority existing under the authority of §§ 130050.2 et 
seq. of the California Public Utilities Code, or its successors in interest (collectively, 
"Holder"), on or before June 30,2017 (the "Maturity Date") the principal sum of 
Eighteen Million dollars ($1 8,000,000) (the "Principal Amount'), with accrued interest 
on the Principal Amount in the manner and at the rate set forth below. 

1 Interest. lnterest (the "lnterest') on the unpaid balance shall (a) 
commence to accrue on (the "Origination Date"), the date the 
Loan is made, and shall continue to accrue until the entire unpaid balance (including all 
lnterest has been paid in full to Holder, (b) at the rate of 3.52% annually, (c) compound 
monthly, and (d) be calculated on the basis of a 365-day year and actual days elapsed. 

2. Receipt of Principal Amount. As of the Origination Date, Maker shall 
have received the entirety of the Principal Amount. Maker shall use the Principal 
Amount for costs of its timely exercise of its Option No. 4 to Contract No. EP142-06 with 
Hyundai-Rotem for the purchase of 20 trailer rail cars. 

3. Re~avment of Pr inci~al Amount, lnterest and anv Fees. The Principal 
Amount and all lnterest (the "Total Amount Due") shall be all due and payable by 
Maker to Holder on the Maturity Date. On or before the Maturity Date, Maker shall pay 
Holder the Total Amount Due, in lawful money of the United States of America, at One 
Gateway Plaza, Los Angeles, California 90012 (or at such other location as the Holder 
may designate in writing). All payments shall be first applied to interest and then to the 
outstanding balance of the Principal Amount. Maker shall use its CalEMA Proposition 
I B Transit Security Grant Program Funds (the "Prop I B Funds") to repay the Total 
Amount Due and if such Prop 1 B Funds are not available, Maker shall use any other 
funds to repay the Total Amount Due. 

4. Rinht to Prepav. Maker may, at its sole discretion, elect to prepay, in 
whole or in part, the Principal Amount and all then-accrued lnterest (the "Total Amount 
Due") at any time prior to the Maturity Date without penalty, premium or discount. 

5. Default. If Holder is not paid the Total Amount Due within fifteen (15) days 
after the Maturity Date, then Maker shall have defaulted on its obligations under this 
Promissory Note (a "Default'). 

6. Remedies. In the event of a Default, Holder may take any action against 
and pursue any remedy against Maker available to Holder under this Promissory Note, 
in law or equity. 

7. Waiver. Maker hereby waives any rights of Presentment and Notice of 
Dishonor or any other rights requiring the provision of notice or allowing Maker to in any 



way dispute its obligation to timely pay the Total Amount Due. "Presentment" means 
any right to require the Holder to demand payment of amounts due. "Notice of 
Dishonor" means any right to require the Holder to give notice to other persons that 
amounts due have not been paid. 

8. No Waiver. No waiver by the Holder of any right or remedy shall be 
effective unless in writing and signed by the Holder, and no such waiver, on one 
occasion, shall be construed as a waiver on any other occasion. The acceptance of any 
payment hereunder that is less than the Total Amount Due shall not constitute a waiver 
of any of Holder's rights or Holder's exercise of those rights at such time or at any 
subsequent time. 

9. No Assinnment bv Maker. Maker's obligations hereunder are personal 
to Maker and cannot be assigned by Maker or assumed by any third party. 

10. California Law. This Promissory Note shall be construed and enforced in 
accordance with the laws of the State of California. 

MAKER: 

Southern California Regional Rail Authority 

Chief Executive Officer 




