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TO:

1990
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SUBCOMMITTEE
TECHNICAL
ADVISORY
COMMITTEE
11/27/90 JOINT MEETING
JULIE AUSTIN, PROJECT
TRANSPORTATIONPOLICY
PROPOSITION

MANAGER,

A DISCRETIONARY

GUIDELINES

REVISIONS

ISSUE
Proposed

revisions

to the

Proposition

A Discretionary

Guidelines.

RECOMM~/DATION
Review.and
comment on proposed
Proposition
A Discretionary
Guideline
revisions.
Action
is requiredprior
to the December
1990 LACTC meeting.

19,

BACKGROUND
The Commission
periodically
revises the Discretionary
Guidelines
to
address
changing
economic
conditions
and revised
policies.
In
accordance
with the SCRTD/LACTC
Eight-Point
Agreement,
LACTC
adopted a formal amendment
process relating
to the Proposition
A
Discretionary
Guidelines
in March, 1989. This process
requires
any
poli~y changes to be reviewed
by appropriate
technical
committees
and adopted by the Commission
at least six months prior to the
effective
date. Policy changes are defined
under the guidelines
as
those revisions
which could impact the total amount of funds
received
by an operator.
Administrative
changes
are technical
or
procedural
changes which would not impact operating
costs or funds
received (i.e., reporting
requirements).
Commission
staff has completed
a draft-30-year
financial
plan which
lists objectives
based on specific
financial
projections.
In order
to remain within the revenueprojections
of the 30-year
plan, it
is. necessary
to analyze existing and new cost control mechanisms.
Given the controversy
over past financial
penalties
applied to
operators,
staff is proposing
revisions
to the Discretionary
guidelines
which encourage
operators
to control costs through their
labor contracts,
without risking
the loss of I00 percent
of their
Discretionary
formula
funds. For example,
under the current
guidelines,
operators
whose labor contracts
effectively
preclude
them from contracting
for services
are not eligible
for
discretionary funds.
:.~,.~

Leading
theWay
to Greater
Mobility

Discretionary
Page 2.

Guidelines

Revisions

The amendments
proposed
in Attachment
A examine
methodsof
reducing
costs and improving
productivity
through provisions
affecting
labor
contracts.
The amendments
focus on revisions
adopted
by LACTC in
FY 1988, which added three labor-related
requirements
to the
Discretionary
Guidelines:
i) That any labor contracts
in effect on
or after July I, 1988 must contain a management
rights clause; 2)
operators
whose cost per hour exceeds the county average,
and whose
contracts
include automatic
(nonrCOLA)
pay increases
not tied
"pay for performance"
may be penalized;
and 3) An operator
cannot
be effectively
precluded
from Contracting
for services.
The effectiveness
Of each of the current labor clauses was analyzed
based on a review of labor agreements
currently
in effect for
SCRTD, Long Beach Transit, and Santa Monica Municipal
Bus Lines.
The current LACTC/SCRTD
Eight,Point
Agreement,
which waives
financial
penalties
for noncompliance
by the SCRTD from two of the
three labor-related
requirements
in the current guidelines , expires
at the close of this fiscal year.
The proposed revisions
in Attachment
A are in accordance,
with
Commission
policy to encourage
the efficient
and cost-effective
utilization
of transit funds while~maintaining
quality service.
The bulk of transit operating
expenses
are comprised
of labor
costs, and revisions
in this area are particularly
timely in view
of SCRTD’s
upcoming
labor negotiations.
SUMMARY OF PROPOS~ REVISIONS

..

Proposed
revisions
to the Proposition
A Discretionary
Guide].ines
in
the attached
report establish
limits on total labor cost increases
allowed each year, providing
both a five percent penalty and a 50
percent
buyback
provisio n. The proposed
revisions
also reduce the
penalty for being effectively
precluded
from contracting
from
complete
(100%) ineligiblity
for Discretionary
Funds to a ten
percent penalty
with a 50% buyback
provision.

Prepared

by:~J~iE

AUSTIN

Project Manager
~
Transportation
Policy
Attachment

EXECUTIVE

SUMMARY

This report
presents
a review
of existing
and potential
Proposition
A Discretionary
Program
Guideline
clauses addressing
opportunities
to reduce
costs and improve
productivity
through
changes in labor contracts.
This review is intended to support the
readoption
process
of the Guidelines.
The conduct
of.this
review
is administered
by the Los.
Angeles
County
Transportation
Commission,
and prepared
by Booz, Allen & Hamilton
in association
with Matt/Graczyk
& Associates.
A.

OBJECTIVES

OF THE

DISCRETIONARY

PROGRAM

GUIDELINE

REVIEW

The objectives
of this review are related to the Commission’s
continued
emphasis
on utilizing
funds in an efficient
and cost
effective
manner,
while operating
quality
transit
service.
This
review provides a useful tool in assessing the effectiveness
of the
specific
Discretionary
Guideline
clauses
related
to ~.abor
contracts, including three clauses added to the guidelines in FY88.
Study objectives
are as follows:
o

Assess
operator
compliance
with
each
of the three
Discretionary
Program
Guideline
clauses
added in FY88
(i.e., management
rights, pay for performance,
service_
contracting).

o

Determine
Whether or not the three Discretionary
Guideline
clauses added in FY88.havea
beneficia!
on labor contracts
and cost efficiency.

o

Determine
the three

o

Identify a~d quantify additional opportunities
t~ impact
cost efficiency
through
changes
in the Discretionary
Guidelines
relating to labor contract issues.
.

o

Recommend
changes
and/or
Discretionary
Guidelines
readoption process.

OVERVIEW

the potential
Discretionary

OF PROPOSITION

benefits
Guideline

Program
impact

of maintaining
eachof
clauses added in FY88.

enhancements
to I the present
for consideration
during the
¯

A DISCRETIONARY

PROGRAM

GUIDELINE~

On a periodic basis, the LACTC reviews, revises, and readopts
the Proposition
A Discretionary
Program Guidelines.
The readoption
process has focused on clearly identifying
those objectives
which
the LACTC wishes to influence over the next three years, as well as
a review of what the LACTC has achieved
through the Discretionary
Program over the prior years.

In the FY86-FY88
Guidelines,
the focus was on cost efficiency
and maintaining
fare increases
to no more than increases
in the
Consumer Price Index (CPI). In the FY89-FY91
Guidelines,
the focus
was on transit operator labor contractprovisions
(i.e~, management
rights,
automatic
increases
linked
to pay for performance,
and
ability
to contract
for services).
Changes
made to the
Discretionary
Guidelines
in FY88 focused on labor contract
issues
because
labor
costs
comprise
the bulk
of transit
operating
expenses.
Even minor
changes
in productivity,
wage rates,
benefits,
or work rules can yield significant
payoffs;
they can
also negatively
impact costs depending
on the results of contract
negotiations
and clauses.
It is important
to note that the LACTC
¯has ¯ a history
of
analysis of and policy direction
related to transit operator
labor
contract
issues.
Prior LACTC efforts
in this area include:
The FY86 Triennial
Performance
¯Audit of the SCRTD Phase
II study
efforts
focused
on operator
and maintenance
employee
absence reduction ¯ programs.
These efforts
included
a detailed
review
of SCRTD
labor
contracts
compared
to other transit
operator
contracts.
Specific
clauses
were identified
for inclusion
or revision
in
SCRTD’s labor contracts.
The changes recommended
focused
on reducing
absenteeism
and concomitant
costs.
A review of SCRTD law and labor contract
provisions
was
conductedby
the LACTC in January ¯1988 in response
to a
motion by the Board of Supervisors on September 29, ].987.
statutory
and labor contract
clauses which add costs to
the SCRTD’s operation were identified
along with examples
of provisions
more favorable
to management
used by other
transit
agencies.
The results
of this analysis
were
instrumental
in subsequent
changes
to the Proposition
A
¯ Discretionary
ProgramlGuidelines.
In FY89, the LACTC sponsored
a review
of S~RTD’s
newly
negotiated
and executed
labor
contrac¯ts
to assess
compliance
with Propositio
Program
n A¯ Discretionary
Guidelines.
Contract
changes¯
relative
to those
recommended
in the FY86 Performance
Audit of SCRTD were
also reviewed.
The District
was not in full compliance
with Proposition
A Guidelines.
The eight-point
plan
negotiated
between
the LACTC and SCRTD waved financial
penalties
related
to noncompliance
over the current
contract period.

ii

The FY89 Triennial
Performance
Audits
of Los Angeles
County Transit Operators
included
a labor contract
COLA
cost analysis
for bus mechanic
and driver
contracts.
This analysis included both COLA and other automatic wage
increases
in effect
between
FY86 and FY89. The review
concluded
that SCRTD’s contract negotiations
resulted in
significantly
higher labor rates over prior contract COLA
and automatic
wage increase provisions.
Similar findings
were made for some of the municipal
transit operators
as
well.
o

In support
of the Zone litigation
defensel
the LACTC
prepared
a detailed
comparison
of SCRTD labor contract
clauses relative to labor contracts,
with other unions.

In preparation
of revising
the Discretionary
Guidelines,
the
LACTC is interested
in effects that prior Discretionary
Guideline
changes have had on transit operator labor contracts.
In addition,
the LACTC is interested
in identifying
other labor Contract clauses
that
have a potential
to significantly
impact
costs
(either
positively
or negatively)
and improve productivity.
C.

SUMMARY

OF FINDINGS

Findings have been made in three areas: managemen~
rights; pay
for performance
and cost containment;
and contracting
for service
provision.
Compliance
with the existing
Discretionary
Guidelines
and the results
of peer comparisons
are discussed
for each area.
In evaluating
the effectiveness
of the prior FY88 Discretionary
Program
Guidelines,
three
Los Angeles
County
transit
operator
contracts
were reviewed
(i.e., Southern
California
Rapid Transit
District
(SCRTD),
Long Beach
Transit
(LBT),
and Santa
Monica
Municipal
Bus Lines (SMMBL)).
Manaqement
Summary
O

Rights

findings

Clausm
include:

Management
rights clauses were included
in all three of
the contracts
reviewed
before the FY88management
rights
clause
requirement.
Changes
to the management
riqhts
language of these contracts have not been made since-the
addition of the FY88 Discretionary
GUideline
revisions.
SMMBL’s
clause
is particularly
well
worded
and
comprehensive.
Despite
the existence
of a management
rights clause, a
detailed revlew of the three labor agreements
indicates
that management
rights
are limited
by other
clauses
contained
in the same contracts
(e.g., use of part-time
employees).

lll

0nly one of the 18 peer,
contracts
reviewed
did not
contain a management
rights clause. Houston’s
and Orange
County’s
management
rights clauses
are good examples
to
use.
Future focus may center on those surrendered
rightswhich
fall outside
of any protection
the inclusion
of management
rights clauses.
Pay

For

Summary

Performance
findings

management
afforded
by

Clause

include:

The current Guidelines
exempt all operators
from the pay
for performance
requirement
with the exception
of the
SCRTD -- its weekday system-wide
average cost per hour is
the only one that exceeds the County-wide
average. SCRTD
is not
in compliance,
with
pay
for
performance
requirements.
Labor costs comprise the bulk of transit operator costs.
COLA and automatic wage increases,
coupled with increases
in benefits,
contribute
substantially
to cost growth for
all Los Angeles transit operators.
The SCRTD labor costs per
wages and Salaries
as well
(based on the¯CPI) by 1.79
FY89, respectively.
Fringe
FY89 increased
by 10.9respectively.

revenue
hour, which includes
as benefits outgrew inflation
and 2,02 percent for FY88 and
benefits
costs for F¥88 and
percent
and 14.97
percent,

The LBT FY88 labor
costs
per revenue
hour were 8.99
percent less than infiation but increased by 4.96 percent
more than inflation
in FY89~
SMMBL’s
labor
costs
per
revenue hour were 1.22 and 1.¯89 percent below inflation
for FY88 and FY89, respectively.
Cost
identified

"drivers
related
as follows:
The SCRTD
increases

to

labor

¯contract

articles

contract
which includes
automatic
is very rare in the industry.

The frequency
of COLA adjustments
the SCRTD
$3 million
annually
adjustments).

and

were

COLA

(i.e. quarterly)
costs
(compared
to annual

SCRTD vacation
payments
are based on 45¯ hours per week
resulting
in an ii percent
raise
for vacation
time
payment.
This "raise"
costs the SCRTD $1.9 million
annually.
iv

The starting operators’ wage rate is set at 75 percent of
the top rate
for SCRTD,
65 ~ercent
for LBT,
and 81
percent
for SMMBL. It takes new operators
42 months to
-reach the top rate at SCRTD, 48 months at LBT, and five
years at SMMBL.
Certain
work rule
clauses
influence
the total
cost
picture.
Layover
time,
~pread
time,
report
time and
overtime
rules all contribute
to overall
cost.
The
following
table
illustrates
some of the FY89 costs
associated
with SCRTD work rule~:

o

Cost

Report Time
Turn-in Time
Travel Time
Scheduled
OT
Unscheduled
OT
Minimum Daily Guarantee
Standby Time

$1.8
$0.9
$3.0
$6.8
$2.6
$2.6
$3.4

Million
Million
Million
Million
Million
Million
Million

~The District’s
costs for employee health plans increased
by 7.6 and 8.0 percent between FY88 and FY89 compared to
an inflationary
increase of five percent. The District’s
control over how these contributions
are administered
is

A peer review
o

Item

of 18 national

operators

revealed

the fol!owing:

Only five out of 18 peer contracts
reviewed included pay
for performance
clauses. Most Of the pay for perfo~nance
was in lump sum payments.
The SCRTD ranks sixth in the nation in terms of operator
wage rates (of systems serving urbanized
areas over one
million people with over 1,000 employees).
A number
of transit
systems
retained
the COLA provisions
indicated they were inactive.

With
inthe

COLA formulas
have
labor agreement
but
~

Some agencies share annual savings where employees
to a less
expensive
plan
or where
eligible,
coverage
under a spouse plan, to control premium

switch
elect
costs.

The District has one of the highest retirement sick leave
payoffs
of accrued
sick leave. It pays off I00 percent
of an employee’s
unused sick leave up to 2120 hours.

3.

Contractinq
Summary

For

findings

Services

Clause

include:

The Discretionary
Program clause regarding contracting
is
inzended to encourage
manL~ement
to gain and/or maintain
maximum flexibility
to contract for services should there
be a probable
benefit
(e.g.,
lower
costs,
improved
servize
quality).
State
Transit
Assistance
(STA)
requirements
had been previously
established
with the
same intent.
The current
SCRTD - ATU contract
expiring
in June 1991
allows contracting
only in emergencies
and then only if
the total number
of employees
represented
by the ATU
falls below 1,195.
The
curren~
Long
Beach
" ATU
contract
limits
subcontracting
of vehicle
maintenance
activities,
but
does not prohibit
subcontracting
of all maintenance
activities.
¯ The LBT - ATU contract is silent regarding
contracting
of transit
services
and is therefore
compliance.
The SMMBL
labor
agreement
for Operators
is silent
regarding
subcontracting,
and therefore
in compliance.
None of the three
operators
(SMMBL,
LBT and SCRTDI
contract.any
fixed-route
services.
LBT does contract
demand
response
service
and the SCRTD made efforts
to
contract
the Blue Line shuttle service,
but failed.
According to current Discretionary
Guidelines,
failure ~o
achieve
the flexibility
~o contract
for service
during
labor negotiations
should result in the withholding
of
all Discretionary
funds.
The severity
of this penalty
has received considerable
attention.
There are other opportunities
for the SCRTD to provide
services
at lower
costs
Within
the existing
labor
agreement.
The ~ SCRTD
contract
allows
for the
implementation
of Business
Development
Operating
Facilities
(BDOFs)
for new services
and ~pecifies
wage
rates
to be approximately
17 percent
below
regular
employee rates. Encouraging
implementation
of lower cost
operating units is an appropriate
objective for inclusion
in the Discretionary
Guidelines.

vi

A peer
following:

review

of 18 national

Six contracts

were

operator

silent

Two contracts
contained
subcontracting.

contracts

regarding

language

revealed

the

subcontracting.

absolutely

prohibiting

Three contracts provided for limited subcontracting
under
emergency conditions or where historically
subcontracted.
Seven addressed
to subcontract.
D.

managements’

clear

and unambiguous

right

RECOMMENDATIONS

Six recommendations
Discretionary
Guidelines

for revisions
have been made.

Section 8.7 and the five
to include
a management
should remain unchanged.

percent
rights

to

penalty
clause

the

Proposition

attached
in labor

A

for failure
agreements

Based
on a review
of the
SCRTD,
SMMBL,
and
LBT labor
contracts,
we concluded
that Discretionary
Guideline
provisions
which require a management
rights clause are being followed.
However,
it is important
to note that the management
rights
clauses
address
only those
rights
not already
negotiated
away.
Future
focus may center
on those surrendered
management
rights
which fall outside of any protection
afforded
by the inclusion
of
management
rights clauses.
The current pay for performance
clause should be replaced with
a broad cost containment
objective
that links total labor
costs (i.e., waqes and fringe.benefits)
increases per revenue
hour to the expected
revenue
increases
per the thirty year
plan (i.e.~ CPI increases).
Penalties.up
to five percent
would be assessed when operator and maintenance
employee labor
costs per revenue hour exceed the cost containment
standard.
The current exemptions
(i.e., transit agencies whose systemwide weekday .cost per revenue hour is below the County-wide
weighted
average)
should
be replaced
with a tiered
cost
containment
standard
based
on the County-wide
unweighted
average
costs per revenue
hour for general
public services
(i.e.,
CPI increase
less one for those .agencies
that are
greater
than i. I0 of the average~
CPI increases
for those
agencies
that are equal
to or between
i.i0 and .90 of the
average;
and CPI increases
plus~one
for those agencies
less
than .90 of the average).

vii

Linking
automatic
wage increases
to performance
is but one.
method
of encouraging
cost efficiency.
However,
unless
the.
Guidelines
specify in detail the method of linking automatic
wage
increase
to performance,
the overall objective
of cost efficiency
may not be realized.
Other significant
labor related
cost drivers
exist Within the contracts~
Instead
of addressing
each clause
individua±ly,
the Guidelines
should be broadened
to include
all
labor cost drivers.
This provides
management
flexibility
in
putting together negotiating
strategies.
It also meets broad ~kCTC
objectives
of encouraging
cost efficiency.
Furthermore,
no operators
should
be exempt
from
the
recommended
change.
This would discourage
lower cost operators
from increasing
their labor costs per revenue hour drastically
as
was the case for Gardena and Montebello
in FY88, and LBT, La Mirada
and Montebello
in FY89.
Recognizing
that there are existing
differences
in labor and total operating
costs, a tiered approach
linked
to the CPI has been-ecommended.
Transit
operators
whose
total
costs
per revenue
hour are more than Ii0 percent
of the
County-wide
unweighted
average
have the most
stringent
cost
containment
requirements
(i.e., CPI increases
less one percent).
Transit
operators
whose costs per revenue
hour are more than ten
percent
below the County-wide
average
are given some flexibility
(i.e., CPI increases plus one percent).
Transit operators
who contract general public
Arcadia,
~laremont,
Redondo
Beach)
are exempt
clauses relating to labor contracts.

Services (i.e.,
from Guideline

The data to monitor complianceis
avaiiable
in the operators’
Section
15 reports
and therefore
no additional
administrative
effort
is required..
FY90 data would
be the base year for
determining
target
labor
costs
per revenue
hour.
CPI cost
containment
standards
would
be adjusted
annually
based
on the
"
County-wide
average
costs
per revenue
hour of general
public
services.
Discretionary
Grant formula funds (exciusiveof
potentlal
TPM
bonus funds) would be reduced on a dollar for dollar basis up
to five percent dependingon
operator and maintenance
employee
wage and benefit
costs per revenue
hour increases
above the
standard.
Annual
targets
would
be calculated
on the prior
year target and appropriate
CPI standard.
The penalty
structure
for violators
of the proposed
"cost
containment"
clause should depend on how much the yearly cost per
revenue hour increases
compared
to the standard (i;e., CPI percent
increase
less one percent,
CPI, or CPI plus one percent).
Annu.~l
operator
and maintenance
employee
labor
cost per revenue
hour
targets would be calculated
based on the prior year target (not t~e
prior year actual labor cost per revenue
hour) and CPI standard.
Shown
below is an example
of how the cost containment
standard
viii

would be applied to a £ransit
were greater than ii0 percent
New Year

Target

= (CPI

agency
of the

% Increase

whose costs
County-wide

per revenue
average,

- 1%) * (Prior

Year

hour

Target)

If a transit operator fails to meet its target in one year, it
has to reduce costs beyond the CPI increase less one percent in the
following
year to avoid penalties.
On the other hand, if a transit
operator cuts costs or increases labor costs per revenue hour below
the target,
the transit
operator
may increase
costs
by a rate
higher than the CPI less one percent in the following year without
penalty.
The penalty
amount assessed
should equal the excess dollar
amount
spent
up to a reasonable
limit.
The maximum
penalty
assessed
should be set at five percent of the Discretionary
Grant
formula
funds, which is the existing
penalty
associated
with the
pay for performance
clause.
The table shown below illustrates
a simplified
application
the proposed penalty structure.
The proposed penalty assessment
proportional
to the excess cost increase,
if any.

SAMPLE

OF THE

PROPOSED

CPI
CPI

Percent

Increase

CPI

Percent

Increase

Labor

Costs

Actual
Target
Revenue
Penalty
(up to

Per

Year 1

Year

120

126

- 1%
Hour

$40.00

Guideline

PENALTY
2

(000)

Assessed

($000)

CLAUSE

Year 3
130

5%

3%

4%

2%

$44.00

$48.00

$41.60
(1.04"$40)

Cost Compared
To Target
Exceeded/(Below
Target)-Hours

CONTAINMENT

--

Per Revenue

Allowable
Cost
(i.e., Target)

COST

$42.43
1.02-$41.60)

$2.40

$5.57

--

i,i00

I,i00

--

$2,640

$6,127

5%)

ix

of
is

Operators
should be allowed
to buy-back
up to 50 percent
of
the cost containment
penalty
assessed
for linking
automatic
wage increases
to performance
(e.g.,
attendance,
on--time
performance,
safety).
Incorporated
with this
clause,
we recommend
including
a
penalty buy-back
provision.
Any operator
that will link automatic
wage
increases
to performance
based
on attendance,
on--time
performance
and safety in negotiated
contracts
may earn 50 percent
of the cost containment
penalty
assessment.
This provision
will
encourage
the implementation
of pay for performance
clauses within
the contracts,
yet emphasize
the total cost impacts more.
In subsequent
years,
transit
operators
with
pay
for
performance
clauses would be allowed to continue penalty buy-backs
as long as agency performance
relative to the performance
criteria
in labor contracts is improving.
¯
5.

operators
shall not be effectively
precluded
from contracting
existing,
new or restructured
services.
Failure
to comply
shall result in the withholding
of funds of ten percent of the
operator,s
formula share.

The existing
clause regarding
contracting
flexibility
has nQt
been effective
in SCRTD labor negotiations
-- SCRTD does not have
the flexibility
to contract
services
where
there
are probable
benefits
except in very limited
circumstances.
Requiring
that
operators
not be effectively
preclude d from contracting
existlng
and. new services where contracting
has a probable benefit in terms
of cost reduction or service improvement
is still a valid objective
for inclusion
in discretionary
guidelines.
The effectiveness
of such a clause
may be enhanced
with .a
lessening
of the penalty
associated
with non-compliance.
A ten
percent
penalty
is a realistic
leverage
to force change
that is
likely to be sustained
by the LACTC and potential
litigation
6.

Operators
who are assessed a ten percent penalty for failing
¯ ¯ to~ comply with contracting requirements can buy-back up to 50
percent of the ten percent funding withheld,
for implementing
service
that has a lower operating
cost due to lower labor
rates (i.e., Wages plus benefits),
or a separate
cost center
with lower administrative
overhead.
The funds which
an
operator
may
buy-back
shall
be pro-rated
based
on
implementation
dates.

Opportunities
no implement
lower cost service
(e.g., BDOFs)
have not been taken full advantage
of and the LACTC may wish to
offer further
encouragement
to do so with an incentive
approach.
The potential
to earn funds back may encourage
implementation
of
lower cost operating units which have not been implemented
to date.
Pro-rating
the funds that an operator
may earn back may encourage
earlier implementation.

The buy-back
is less than the full penalty
to encourage
operators
such as the SCRTD who are effectively
precluded
from
contracting
to continue
to seek changes in labQr agreements..

The maximum allowable penalty that.w0uld
be assessed based on
the above recommendations
is 20 percent. The potential
to buy-back
7.5 percent of these penalties exists, thus allowing operators with
maximum
penalties
to reduce these to 12.5 percent.
Exhibit
1
compares
the penalty
impacts
of proposed
changes
to existing
penalty
impacts
using
historical
data. Bhy-backs
have not been
assumed in this example, but could reduce the cost containment
and
contracting
penalties
by half if pay for performance
clauses
and
BDOFs were implemented.

xi

Exhibit 1
Comparison

of Financial

FY91 POTENTIAL

hnpacts

Management
Rights

Existing

PENALTIES

EXISTING
OP~{ATORS

--

"Cost
Containment

Clauses

Versus

Proposed

FOR NON-COMPLIANCE

¯

PROPOSED
Contracting

Management
Rights

Cost
Containment

Contracting

Arcadia

$0

$0

$0

$0

$0

$0

Clare~nont

St)

$0

$0

$0

$0

$0

Commerce

$0

$0

$0

$0

$0

$0

Culver City

$0

$0

$0

$0

$0

$0

Gardena

$0

St)

$0

$0

$18,712

$0

La Mirada

$0

$0

$0

$0

$3,875

$0

Long Beach

$0

St)

$0

"$0

$0

Montebello

$0

$0 "

$0

$0

Norwalk

$0

$0

$0

$0

.$0

$0

Redondo Beach

$0

$0

’$0

$0

$0

$0

Santa Monica

$0

$0

$0

, .$0

$0

$CRTD

$0

Torrance

$0
$0

. $5,426,653(a)’
$0
$5,426,653

(a) Waivedas part of the ei,~ht point agreement.

$108,533,065
(a) "
$0
08,533,065

$0
$0
$0

$99,231

$5,426,653

$0

$10,853,306

$0
$5,548,471

$10,853,306
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1990
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SUBJECT:

FEDERAL

LEGISLATIVE

EFFORTS

IN 1990

For your review,
I am enclosing
a report
presented
to the
Legislative
and Administrative
Services Committee highlighting
the Commission’s
actions at the federal level in 1990.
We appreciate

your

interest~
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12,

TO:

1990

LEGISLATIVE
AND ADMINISTRATIVE
SERVICES
COMMITTEE
- NOVEMBER
14 MEETING

FROM:

NEIL

SUBJECT:

FEDERAL

PETERSON
LEGISLATIVE

EFFORTS

IN 1990

ISSUE
On October 28, 1990, the second session of the 101st Cpngress
adjourned.
This report reviews
final action taken on issues
of concern to LACTC on a Variety of issues including
tranSit
funding,
the environment,
and numerous
other policy matters
affecting our programs..
It should be noted that we were extremely
successful,
despite
the difficult
budgetary
climate, in achieving
our goals. Much
of.
this
credit
goes
to our
excellent
Washington
representatives
Cliff Madison of Cliff Madison and Associates
and
Ed Hamberger
and
Regina
Sullivan
of the
Baker,
Worthington,
Crossley,
Stansberr~
and Woolf law firm and to
our Los Angeles
Congressional
delegation
who have
been
incredibly
effective
advocates
for our efforts.
We are
fortunate
to have-such
outstanding
representation.
We expect
to undertake
an even more ambitious
program
next
year, when Congress
reauthorizes
the Surface
Transportation
Act, and 10ok to the involvemen t of all of our Commissioners
in this important
process.

TRANSIT/HIGHWAY

FUNDING

Congress approved the 1991Transportation
HR 5229 (Public Law 101-516),
providing
and highway
funding
generally
and for
Red Line, in specific.

Appropriations
bill,
increases
for transit
the Los Angeles
Metro

Leading
theWay
to Greater
Mobility
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This bill provides $150 million in Section 3 New Start funding
for MOS-2,
more than a $i0 million
increase
over the 1990
level.
A chart
is attached
whichcompares
the requests
and
approved levels for the 20 cities funded under this category.
Once again,
Los Angeles
has received
the highest
level
of
SeCtion
3 funding
in the ¯¯ nation
and the percentage
of
requested
funds approved
rates extremely
high.
We have enjoyed
tremendously
strong bipartisan
support
from
the House and Senate Appropriations
COmmittees
for the Metro
Red Line
project
and we hope
to have
many
of these
key
decision
makers
visit
us in the coming
year
to see the
progress which has been made with completion
Of MOS-I and the
upcoming ground breaking on MOS~2.
~
Overall,
the 1991 Appr0priations
bill provides
a 7% increase
¯ in transit
funding
over
the 1990
level.
Section
3
Discretionary
grant
funding
totals
$1.2
billion
which
represents
a $2 million
increase
over 1990 and does not
reflect
$200
million
in Section
3 trust
¯fund
dollars
transferred
to the Section 9 formula
grant program under the
9(b) blending provlsions~
Funding
for the Section
9 formula
grant program
is retained
at the 1990 level of $1.805 billion, and the cap on operating¯.
expenses from last year, at $802.3 million, is also¯retained,
despite efforts to eliminate
operating
assistance.
The Appropriations
bill sets the highway
obligation
ceiling
at $14.5 billion for 1991, which is an 18% increase
from the
$12.210
billion
for 1990.
The conference
report
for this
appropriations
b~ll lists preliminary
obligation
limits for
California
at $1,117,412
million.~
Funding
for Intelligent
Vehicle
Highway
Systems
Programs,
which include smart Corridor
projects,
under FHWA was raised
from $13 million requested
by President
Bush to $25 million,
for 1991. Although
LACTC and other local agencies
had been
assured
that there would not be ¯individual
earmarking
for
IVHS/Smart
Streets projects,
ultimately
projects inNew Jersey
and Minnesota
received
funding
designation
Because
a
s.
funding
shortfall
has been identified
for the Santa Monica
Freeway Smart Streets project,
LACTC has worked closely with
Senator
Pete Wilson/
who then wrote to FHWA Administrator
Larson
Seeking
a $i million
grant
for the System
Manager
contract.
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Discussions
between the FHWA Region IX offices and LACTC staff
provide encouragement
that such a grant is a good possibility
for this year. We will continue
to closely monitor this issue
in hopes of securing
needed funding for its implementation.
DEFICIT

REDUCTION/

GAS

TAX

INCREASE

The final
deficit
reduction
measure
approved
by CongreSs
contains
a five cents per gallon increase
effective
December
I, 1990. Two-and-a-half
cents will go to the Highway
Trust
Fund, including
a one-half
cent to the Mass Transit Account.
The other two-and-a-half
cents will be. earmarked
for deficit
reduction,
but only for the five year period covered
by the
budget agreement.
The five cent increase
is also applicable
to diesel
gasohol and a 2.5 cents per gallon tax was applied
fuels used by railroads,,
with all of those revenues
to deficit reduction.

fuels and
to diesel
dedicated

The LACTC expressed its clear opposition
to the use of gas tax
revenues
for deficit
reduction,
and also indicated
concern
that without
statutory
changes
it would not be possible
to
program~additional
trust funds for transit/highway
programs.
This will clearly
be an issue for Congress
to consider
next
session.
MODIFICATION

OF CONTRACT

DISCLOSURE

REQUIREMENTS

The 1990 Treasury,
Postal
service
and General
Government
Appropriations
Act carried an amendment
requiring
all federal
grantees
undertaking
third party procurements
of $500,000
or
more to disclose in any bid solicitation
the amount of federal
funds involved
and to provide thepercentage
of federal funds~
in the total project cost.
This created
concern
that providing
the amount
of federal
funds and overall percentage
gave prospective
bidders overall
Project
costs and could thereby
inflate
costs. Working
with
the amendments
author, Senator Ted Stevens
of Alaska and the
Chairman
of the House Treasury-Postal
Service
Subcommittee,
Congressman
Ed Roybal,
the LACTC
was able to successfully
modify
this amendment
so that the notification
of federal
funding
is made after contract
award rather than in the bid
announcementa
We have received
expressions
of appreciation
from APTA and other transit agencies
for our efforts in this
regard.
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TRANSIT

BENEFITS

One of LACTC’s
major
priorities
has been to increase
the
allowable
nontaxable
employee
fringe
benefit
for public
transit
from $15 to $60 or more per month.
During
the
consideration
of the deficit
reduction
legislation,
it
appeared
that
energy
conservation
provisions
could
be
incorporated
under
energy
tax incentives
proposed
by the
original budget summit agreement.
The LACTC sponsored a Southern California
Congressional
letter
to Congressman
Dan Rostenkowski
urging
the inclusion
of
provisions
from Congressman
Robert Matsui’s HR 2265 effecting
these
.needed
changes.
With limited
time,
we secured
¯ signatures
from Congressmen
Glenn Anderson,
Howard Berman,
Julian Dixon, David Dreier , Mel Levine, Carlos Moorhead,
and
Esteban Torres. Ultimately,
energy conservation
measures were
not included in the overall deficit reduction bill, but we are
very pleased
with the response
to our efforts
and we will
redouble our efforts in the 102nd Congress in conjunction
with
SCRTD
and Commuter
Transportation
Services,
as they also
heiped With this letter and have been very involved with this
important.issue.

ALLOCATION
CHANNELS

OF

RADIO

FREQUENCY

FOR

BLUE

LINE

COMMUNICATIONS

For over a year SCRTD and, more recently,
LACTC,
have been
involved in the effort to secure radio channels for the Light
Rail Communications
System.
As part of our legislative
program we have been involved in working With Congress and the
Federal
Communications
Commission
to acquir~
frequency,
due
to the unavailability
of unused
channels
in the Southern
California
region.
Earlier
this month,
a settlement
was
reached
with
Southern
California
Gas Company
whereby
SCRTD/LACTC
would
obtain
five channels
which
the FCC had
previously
sought¯
to allocate
to us, but were blocked
by
litigation.
Because
of the strong
Congressional
suppOrt
which we have
received on this issue, the FCC has taken extraordinary
steps
to ensure
that ~ frequency
is dedicated
for our Light Rail
system. It is clear that additional
frequency
will be needed
in the coming years, and our legislative
effortswith
the Rail
Construction
Corporation
will be dedicated
to securing
this
needed additional
frequency.
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SUMMARY
This has been "an extremely
successful
year for the LACTC in
terms of our federal legislative
objectives.
We look forward
to continuing
our close
and positive
relations
with our
Congressional
delegation
and other
key Congressional
and
Administration
decision makers in 1991.
PREPARED

BY:

BEVAN DUFTY
Administrator,

Federal

Affairs

INTEROFFICE
MEMO

November

MEMO

20,

TO:

1990

BUS

OPERATI~S

FROM:

BEVAN

SUBJECT:

DRAFT

SUBCOMMITTEE

DUFT@~~
1991

FEDERAL

LEGISLATIVE

PROGRAM

Attached
is a draft Federal Legislative
Agenda for 1991. It.
provides a broad parameter of the federal issues which we will
monitor in the coming year.
I will provide a more detailed set of recommendations
to reauthorization
of the Surface Transportation
Act
becomes available.
Your
comments
appreciated.

and

suggestions

in

this

BD:DH:rag

Leading
theWay
to Greater
Mobility

regard

related
when it

will

be

1991

FEDERAL

Reauthorization

LEGISLATIVE

of Surface

PROGRAM

Transportation

Act

Take a leadership
role in the reauthorization
Surface Transportation
Act in 1991 to ensure:
an adequate
and dedicated
source
transit operations
and development;

b)

specific
authorizations
of federal
Red and Orange Line construction;

c)

establishment
of a federal
program
Corridor demonstrations;
and,

d)

additional reforms to ensure that federal assistance
complements
our programs
and priorities
for Los
Angeles
County
and our entire
region
in terms of
mobility,
air quality,
and accessibility.

1992

Impact:

Transportation

Continue
our
to secure:

efforts

funds

for

to

fund

for

Metro

Smart

Appropriations
with

our

Congressional

$185 million to complete funding
authorized
for MOS-2; and,

b)

full funding
for Section
formula programs
at their
Impact:

funds

The Surface
Transportation
Act
determines
the
funding
levels
Congress is authorized to provide for
transit and highway programs as well
as distribution
criteria
from 19921997.

a)

Financial

of

the

a)

Financial

2Q

of

delegation

of the $667

million

9 capital.and
operating
authorized
levels.

It is essential
that we complete
funding of M0S-2, so that beginning
in fiscal year 1993 LACTC can secure
funds
for construction
of MOS-3,
which will hopefully
be authorized
by the 1991 Surface
Transportation
Act.

Reductions in the Section 9 program negatively
impact bus
operations
in Los Angeles
County
and could
lead
to
service
reductions
or fare increases.
It is e~sential
that the trend is reversed in terms of increasing support
for this program.

1991
Page

FEDERAL
two

Reform

LEGISLATIVE

of the

PROGRAM

Highway

Trust

Fund/Mass

Transit

Account

Despite an increase
in the gasoline
tax which dedicates
two and one-half
cents for the Highway
Trust Fund and
one-half cent of that for transit, these funds cannot be
spent
due
to constraints
imposed
by ceilings
on
obligations
and the need to use these balances to offset
the deficit.
Reforms
are needed
that will allow these
revenues
to be spent for their intended
purpose without
reducing the existing level of federal funding for these
programs.

4~

Monitor Regulations
Other Transportation

Implementing
ADA,
Related Issues

Clean

Air

Act

and

Monitor legislation,
regulations
and notices of proposed
rule makings related to anumber of issues including:
(i)
implementation
of the Americans
with Disabilities
Act,
(2) use of alcohol
by operators,
(3) bus testing
requirements,
(4) rail construction,
and (5) catalog
sales tax.
During the coming year, the Department
Of Transportation
will be issuing
regulations
implementing
the Americans
with Disabilities
Act. Of particular
concern
will be
ensuring
that
there
is a maintenance
of effort
by
existing
social
service
and paratransit
operators
providing
service to the disabled,
so that LACTC is not
left to fund all such services within Los Angeles County.
Thi Commissionhas
commented
and will continue to monitor
and comment on these issues and proposed
rule makings.

5.

Tax

Code

Reforms

Support
modifications
of the tax code to increase
the
allowable
nontaxable
employee
fringe benefit for public
transit
.and ridesharing
from $15 and reinstating
safe
harbor leasing.
The Commission
has been active
on this issue and will
continue
to seek equitable
tax treatment
of transit and
ridesharing.
We will also continue
efforts
for crossborder leasing of rail cars as a cost saving measure.

1991
Page

FEDERAL
three

6o

LOSSAN

LEGISLATIVE

PROGRAM

Corridor

Support
legislative
and administrative
facilitate
the development
and funding
corridor for Inter-City
service.

actions
which
of the LOSSA~!

Currently,
the LOSSAN
corridor
receives
a very small
proportion
of federal funds While the lines on the East:
Coast are heavily
federally
subsidized.
The LOSSAN
Corridor
is also
the only AMTRAK
line
running
at a
profit.
Yet, AMTRAK
has not been willing
to let the
profit be used locally
to increase
frequency
of trains
in the corridor.
LACTC
should
work as a part of the
LOSSAN JPA to increase funding for and to further develop
the project.
Financial

Freeway

Impact:

Call

Additional
increased
Corridor.

funding,
service

which would allow
on the LOSSAN

Boxes

Revise
current
callboxes
from
charges.

law or
"Network

regulations
Access for

to exempt
Interstate

freeway
Calling"

Currently,
the SAFE phones
must pay a long distance
access charge approximating
$150,000
- $200,000
a year.
Yet long distance
calls cannot be made on these phones.
Financial

Impaot:

Exempting SAFE phones
would
save
between
$200,000 annually.

from the charge
$150,000

Bonding

Regulations

Support
current

legisla£ion
and regulations
providing relief
arbitrage
regulations
on tax-exempt
bonds.

from

Currently,
interest
earned
on bond proceeds
(such as
those
from
Proposition
A bonds)
which
exceeds
the
interest
costs, must be rebated
to the I.R.S. Further,
many projects previously allowed to be financed with tax-.
exempt-debt
cannot now be funded in that way.
Financial

PREPARED

BY:

Impact:

~increased costs for projects financed
with bonds,
up to three percent
in
some cases.
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Administrator,

Federal
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1990

BUS OPERATIONS
S~TTEE - 11/27 MEETING
PARATRANSIT
OPERATIONS
SUBCOMMITTEE
- 11/27

FROM:

SHAHRZAD

SUBJECT:

PAROS/BOS

M~ETING

AMIRI
SUMMIT

On Friday November
2 the
discuss their respective
mandates of the ADA.

chair-persons
subcommittees’

of PAROS and
involvement

BOS met to
in meeting the

It was decided that each subcommittee
would focus on those elements of the Act that most directly
affects
its members.
Consequently,
PAROS will take the lead in researching
the issue of
mobility
devices
while BOS will pursue the undue financial
burden
and qompa~ability
- in terms of response
time, fares, etc.-components.
It Was further decided that the definition
of the eligible
and
impacted
population
would be pursued separately
by both subcommittees. However,
in all cases,
the subcommittee
that acts as the
lead will extend an invitation
to the other to participate
in the
formulation
of criteria.
Staff
issue

will update you on any additional
at the November 27 meeting.

SA:me:jS
NADA

Leading
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to Greater
IVtobility

information

regarding

this

November
21,IggO

TO:

Bus~ations Subco~~ee

"

F~OM:
Changes
SUBOECT:Propo~dLACTCGuideline
On November27, 1990,the BO$ will be meetingto discussrevisionsto the
Proposition
A Guidelines
proposed
by the Commission.
The District
wouldlike
to use thisopportunity
to explore
additional
revisions
thatwouldbe mutually
agreeable
to all operators
receiving
formula
funding
and TPM bonusawards.
The
initial
proposals
the District
wouldllkeconsidered
are:
Fullallocation
of the TP~ bonuspool.Currently,
the TPM program
works
morelike a disincentive
program,with moneybeingwithheldfromeach
operator’s
maximum.In lieu of maximums,
it is proposedthatthe best
performing
operators,
be givenan opportunity
to earnmorethantheir
formulaequivalent
maximums.
Example:
Consider
a fictional
two-operator
environment,
withone operator
getting
a 60% formula
share,but onlyan
80% percent
performance
ratingand the othergetting
a 40% formula
share
and a 9~percent
performance
rating.
Underthe currentprogram
the first
operator
gets60% times80%ofthe bonuspool(48%of the total)and the
otheroperator
gets40% times90% of the bonuspool(36%of the total);
the Commission
keepsthe remainder
for otheruses(16% of the total).
Underthe proposed
systemthe sum of the operator
totalswouldbe usedas
the denominator
so thatthe firstoperator
wouldget 48/84of the total
~57%)and the otheroperator
wouldget 36/84(43%).The latteroperator
wouldbe getting
morethanthe maximum
underthe current
system.
Removal
of the consecutive
yearstipulation
in Performance
Indicator
B.
As it presentlyworks,a cost recoveryratiothat meets all other
r~quirements
willobtain
thefullbonusonlyif it doesnotdecline
by more
than10% for two or moreconsecutive
years.This,in effect,
meansthat
i~ timesof inflation
operators
mustraisetheirfareseverytwo years,
otherwise
the Commission
willreducetheirbonusfunding.
Thisneedsto
be corrected.

Bus Operations
Subcommittee
November
21, 1990
Page2

Fullspecificatfon
of penalties
for non-complfance.
Section
10.1of the
4~ Discretionary
FundGuidelines
givesthe Commission
carteblancheto
withholdany amountfor any infraction.This overridesall other
specifications
in othersections
andwouldbe entirely
unnecessary
if the
penalties
werefullydelineated.
ChangePerformance
Indicator
D’s automatic
fullbonusfrom60 boardfngs
to 50 hoardings
per hour.A standard
shouldnot (as it currently
does)
encourage
overloading,
evenif it results
in short-term
economies.
Replace TPNste~s ("no bonus", "half-bonus"~ "three-quarters bonus" and
"fullbonus")wlthcontinuous
scales.The revisionwouldinsurethata
givenlevelof effort
obtains
proportionate
rewards,
something
that;cannot
be donewiththe current
large-value
step-wise
functions.
Exemptor excludethe following
categories
of expenseCremPerformance
Indicator
A’s costper revenueservicehouriI) one-tlmeprograms~
2)
doublecounted
ser-~Ices,
3) one-tfme
accountin~
adjustments.
Performance
measures
shouldbe moreclosely
related
to routine
provision
of service,
and certainly
shouldnot be doublecounted
(e.g.,The District’s
expense
for support
services
provided
to otheroperators
is included
in boththe
District’s
and theotheroperators’
expense.)
Streamline, clarify, and update the language of all LACTC guidelfnes. The

guidelinesare full of obsolescentlanguageand dates,as well as
grammatical
and.spelling
errors.
Thiswouldstrengthen
the guidelines
even
if manyof the substantive
changes
are not adopted.
Theseproposals
by no meansexhaust
the possible
improvements
thatcan be made
to the Formula
Fundingand TPM guidelines.
The District
wouldliketo discuss
theseand any othersbrought
up by operators.
The District’s
chiefproposal
at
the November
27 BOS meeting
willbe thata subcommittee
of operators
be formed
to consider
a consensus
listof changes
and expedite
theirincorporation
into
the guidelines.
It is our understanding
thatany changeshaveto be accepted
by the Commission
beforeDecember31 in orderto becomeeffectivefor FY92
allocations.

