Memorandum

To: Chairman and Commissioners Date: March 24, 2003
From: Diane C. Eidam BOOK ITEM 4.2b
NOTICE

Issue: AB 3090 Policy

Should the Commission affirm by resolution its policy for the approval of AB 3090 replacement
projects and direct cash reimbursements, as discussed at its February 27, 2003 meeting? Should that
policy be amended to add an annual cap on the scheduling of direct reimbursements and, if so, what
should that cap be?

Recommendation:

Staff recommends that the Commission affirm its policy by approval of the attached resolution. The
resolution incorporates the policy recommended by staff on February 27. In addition, it includes an
added paragraph that would cap direct reimbursements to $200 million annually statewide and to $50
million annually for any single agency or county.

Background:

The policy recommended and approved on February 27:

e Encourages local agencies to use their own funds to advance the delivery of a STIP project when
State funds are insufficient to support direct allocations.

e Gives preference to replacement projects rather than direct reimbursements, permitting the local
agency to be programmed for an unidentified replacement project, in effect a placeholder, with the
specific replacement project to be identified at a later date.

e Limits programming of direct reimbursements to cases where the programming of a replacement
project is not practicable or would not serve the intended purpose of advancing the delivery of a
project.

e Requires, as a condition of any AB 3090 approval, that the local agency commits to the timely
delivery of the original project with its own funds.

In response to the current AB 3090 proposal from the Los Angeles County Metropolitan
Transportation Authority, the Department has suggested that the Commission place annual caps on
scheduled reimbursements, both statewide and for individual counties. The Department’s suggestion is
to cap reimbursements at 25% of the annual STIP fund capacity and to cap approvals for each region
or county to 25% of the annual county share. The Commission staff recommendation would base caps
on dollar amounts rather than percentages.



Advantages of a Cap on Reimbursement Approvals:

A statewide cap would limit the reduction in programming flexibility that comes with the approval
of AB 3090 direct reimbursements.

A cap on AB 3090 direct reimbursements for any one agency or county would limit the priority
advantage that any one agency or county might receive.

The $200 million figure recommended by staff approximates the percentage suggested by the
Department and should be easier to understand and communicate than a percentage. The $50
million limit for any agency or county would likewise be simpler than individual county limits.

Disadvantages of a Cap on Reimbursement Approvals:

A cap could have the effect of encouraging more AB 3090 reimbursement proposals and approvals,
thus reducing future programming flexibility.

A large cap for individual agencies and counties could promote inequities in programming priority.

Alternatives:

Do not add a specific cap on AB 3090 direct reimbursements, and consider each reimbursement
proposal on a case-by-case basis. The primary disadvantage of this alternative is that the approval
of a large reimbursement proposal, such as that now proposed by the Los Angeles County
Metropolitan Transportation Authority, without a cap could generate more demand for AB 3090
reimbursements in a competition for STIP priority.

Base caps on county minimums, as suggested by the Department, so that smaller counties have
smaller caps. The primary disadvantage of this alternative is that individual county caps could
create expectations of entitlement to direct reimbursements, despite the Commission’s policy
preference for replacement projects and the Commission’s policy to review reimbursement
requests on a case-by-case basis. Another disadvantage of this alternative is that some counties
might have a cap too small to allow the advancement of a single project.
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DIRECT CASH REIMBURSEMENTS
Resolution G-03-
April 3, 2003

WHEREAS under Government Code Section 14529.7, as amended by AB 3090 (1992), the
Commission, the Department, a regional agency, and a local agency may enter into either one
of two types of arrangements whereby a local agency pays for the delivery of a State
Transportation Improvement Program (STIP) project with its own funds in advance of the year
in which the project is programmed, and

WHEREAS under the first type of arrangement, the local agency that advances the STIP
project has another project or projects of equivalent value programmed in its place, and these
arrangements are implemented by a STIP amendment designating the specified dollar amount
for an “AB 3090 replacement project” without identifying the specific project to be
implemented as the replacement, and

WHEREAS under the second type of arrangement, the local agency that advances the STIP
project is programmed to receive a direct cash reimbursement, and these arrangements are
implemented by a STIP amendment that gives approval to the Department to execute a
reimbursement agreement and programs the reimbursement for the fiscal year in which the
project was scheduled in the STIP, and

WHEREAS the Commission has adopted AB 3090 Reimbursement Guidelines, as required by
statute, which specify procedures for reimbursement arrangements, and

WHEREAS those Guidelines do not describe a Commission policy for approval of AB 3090
arrangements for either replacement projects or reimbursements, and

WHEREAS scheduled project reimbursements have the highest STIP priority among projects
within a programmed fiscal year, and

WHEREAS direct reimbursements are normally made as a lump sum, though the Guidelines
permit the Department to “specify in the agreement that reimbursement is to be paid quarterly
on a schedule that corresponds to quarterly progress of construction, to avoid draining too large
a sum from the state’s accounts at one time,” and

WHEREAS the Commission heard a presentation from staff on policy for replacement projects
and reimbursements at its February 27, 2003 meeting and received comment from other
interested parties, and

WHEREAS the Commission has received further comment and suggestions from staff and the
Department regarding annual limitations on direct reimbursements,

NOW THEREFORE BE IT RESOLVED that the Commission adopts the following statement
of policy for the approval of AB 3090 arrangements:



The Commission intends to encourage local agencies who wish to use local funds to
advance the delivery of projects programmed in the STIP when State funds are not
sufficient to support direct project allocations. In doing so, the Commission will consider
the approval of either AB 3090 replacement projects or AB 3090 direct reimbursement
arrangements, giving preference to the programming of AB 3090 replacement projects
where feasible.

. Where a local agency proposes to use its own funds for early delivery of a project

component programmed in the STIP for a future fiscal year, the Commission will consider
approval of an AB 3090 replacement project under the following conditions:

a. The regional agency approves the arrangement.

b. The local agency has identified a local fund source for the project component, and
there is a reasonable expectation that the AB 3090 approval will result in the
acceleration of construction delivery of a STIP project.

c. The local agency commits to award a contract or otherwise begin delivery of the
project component within 12 months of the Commission’s approval, with the
understanding that the arrangement may be cancelled if that condition is not met.

d. The STIP amendment approving the arrangement will replace the project
component with an unidentified replacement project in the same fiscal year.

. Where a local agency proposes to use its own funds for early delivery of a project

component programmed in the STIP for a future fiscal year, the Commission will consider
approval of an AB 3090 reimbursement only when the following additional conditions are
met:

a. The regional agency explicitly finds the project to be the region’s highest priority
among projects programmed for that fiscal year.

b. The project is federalized and will not require Public Transportation Account
funding for reimbursement, unless the Commission determines that a State-only
reimbursement would be consistent with the fund estimate.

c. The source of local funds to be used to deliver the project could not or would not be
made available for an AB 3090 replacement project. The request for AB 3090
reimbursement approval should identify the source of local funds to be used, why
the funds would not be available for the STIP project without an AB 3090 direct
reimbursement arrangement, and what the funds would be available for if not used
for the STIP project.

d. Before approving an AB 3090 reimbursement arrangement, the Commission will
consider programming the reimbursement in a later fiscal year, consistent with the
project’s regional and state priority for funding and the projected availability of
funds to support other projects. The Commission will not change the programming
of the reimbursement after approval.

e. The Commission will not approve AB 3090 reimbursement arrangements intended
solely to protect a project from being reprogrammed or to protect a local agency’s
share of STIP funding.



4. The Commission will also consider approval of an AB 3090 reimbursement arrangement
for a project component programmed in the current fiscal year if there are not sufficient
funds currently available to approve a direct allocation. In this case, the AB 3090 approval
will schedule the reimbursement for the next fiscal year or a later year.

5. In considering approval of AB 3090 reimbursement arrangements, the Commission intends
to insure that no more than $200 million in reimbursements is scheduled statewide for any
one fiscal year and that no more than $50 million in reimbursements is scheduled for the
projects of any single agency or county for any one fiscal year.
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