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EXECUTIVE SUMMARY

The United States is a major trading nation, and to & large degree its
continued prosperity depends on maintaining and expanding intermational trade.
The nation's seaports provide the key links to the world economy. Even so, the
United States has no national plan for seaport development. Individual ports
undertake expansion based op their own vision and resources.

On the west coast, the Ports of Long Beach and Los Angeles form the
nation's busiest port complex and serve as the primary conduits of trade with
the booming economies of the .Pacific Rim countries. Serving the rapidly growing
southern Californis region, the Ports of Long Beach and Los Angeles, together
called the Ports of San Pedro, also ship mnearly half of imports east of the
Rockies, to destinations as distant as New York and Europe.

Projections made by the Ports through the year 2020 foresee more than a
doubling of cargo, which led te a farsighted port development plan, the *2020
Plan®, identifying nearly $5 billion in cepital improvements to expand the land
area of the Ports, comstruct necessary facilities, deepen and expand channels
and ship berths, and add other necessary facilities. Imn 1982, analysis of the
landside transportation reguirements to serve the growing Porte led to the
proposal for a Consolidated Transportation Corridor providing a six-lane truckway
and two high speed railway tracks, all with needed grade separations; to connect
the Ports to the major rail lines and freeways near downtown Los Angeles, some

22 miles north of the Ports.

This study describes the evolution of the Comsolidated Corridor concept
from origination through the sarly implementation phase, and analyses the public
policy issues dealt with and yet to be faced. The major goal of the Consolidated
Corridor is to minimize the adverse impacts on an already congested
transportation system of the daily additien of 25,000 truck movements and 106
train movements to and from the Ports. A Joint Powers Authority (JPA) has been
created te plan and construct, and operate if necessary, the Consolidated

Corridor.

The JPA has funded a consulting engineering firm to determine whether a
Corridor can be designed to handle 106 trains a day, and to present design
alternatives for a surface compared to a depressed railway. The JPA is currently
considering the question of whether it should purchase the existing railroad
right-of-way and construct the corridor, or whether it should strive to get the
three railroads to work out ownership issues among themselves. It is yet to be
determined who would make the capital investments to comstruct the rail Corrider,
and who would schedule, dispatch and switch trains. - If the JPA moved forward
to purchase the corridor and comstruct the needed improvements, it could then
lease the Corridor to an associetion of the three railroads for operation, or
operate it itself. Plans are to resolve these issues in 1991, with final
decisions to be made in 1992 when envirommental impact reports are completed.

Meanwhile, the issues of financing the Corridor are not yet resolved. With
costs potentially reaching $899 wmillion in 1989 dollars, nc single source of
funding is evident. Some $105 million in state funding appears to be available,
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and the JPA is seeking $322 million in federal funding. unless additional state
or federal funding is made available, the balance of $497 million would need to
be funded through revenue bonds supported by fees and charges assessed against
cargo moving through the Ports. The substantial costs of the Corridor are in
addition to an estimste $4.8 billion needed to expand the Ports themselves.

The Ports of San Pedro have carried om sn impressive planning and
development program in the absence of a national plan for s system of seaports
meshing with the highwey and railroad systems. Purther research should be
conducted to determine what if any federal role would lead to & more ratiomal

and cost-beneficial system of seaports.

iv



ACKNOWLEDGEMEKRTS

A study of such a complex undertaking as the Southern California
Consolidated Transportation Corridor owes much to the individuals that graciocusly
gave of their knowledge and ideas, and provided access to documents and other
information not ordinarily available.

Speciasl thanke is due to Professor Peter L. Shaw, Director of
Transportation Research at the Graduate Center for Public Poliey and
Administration, Califormia State University, Long Beach. Dr. Shaw identified
the research need, conceived of ¢he project and provided valuable advice and
information throughout the course of the study. Special thanks is also due to
Gil V. Bicks, General Manger of the Consclidated Tramsportation Corridor Joint
Powers Authority, who gave unstintingly of his in-depth knowledge and insights
in bhis present position, and earlier when he was with the southern Californias
Association of Governments and then with the Port of Long Beach, More than any
other person, Mr. Hicks knew the origins of the Consolidated Corridor and how
it developed to the present.

Dr. Geraldine Knatz, Director of Planning for the Port of Long Beach, gave
valuable information about the 2020 plan of the Ports and the development of the
Corridor concept. Mr. Arthur P. Goodwin, Project Director, Counsolidated
Transportation Corrider, Port of Los Angeles, provided information and insight
into the Port of Los Angeles Belt Line and the Intermodal Container Transfer
Facility, and gave ideas on the financing of the Comsclidated Corridor. Mr.
Anthony C. Stapleton, District Manager of the Atchison, Topeka and the Santa Fe
Railway Corporation supplied ideas on the operation of the Consolidated Corridor,
and W.R. Blank of the Union Pacific Railrocad gave useful insight into railroad
operations and factors involved in successful Corridor operation. Mr. Eddy
Bandley, General Manager of the Houston Port Terminsl Railroad Association
contributed a valuable description of the successful operations of that joint
venture of the Port and five railroads.

Mr. Kurt Brodke, Graduaste Assistant at the Graduate Center for Public
Policy and Administratior conducted the national survey of ports and wrote the
summary of findings incorporated as Appendix B. Mr. Robert Lowery Hanks, Jr.,
wrote the anslysis of potential Corridor Financing incorporated as Appendix C.

Special note should be given to California State University Long Beach,
Office of Research, and the Graduate Center for Public Policy and Administration
for financiel and staff support. - For research coordination and liason with
Caltrans and the U.S. Department of Tramsportation, appreciation is due to Dr.
Melvin M. Webber, Director of the Transportation Center at the University of

California, Berkeley.



TABLE OF CONTENTS

Section

EXECUTIVE SUMMARY
ACKNOWLEDGEMENTS

LIST OF TABLES AND FIGURES

INTRODUCTION
Purpose
Significance
Research Approach.
Limitations and Constraints
Organization of the Study

CHAPTER I - PORT PLANNING FOR THE YEAR 2020
Introduction
The Los Angeles Region
The Ports of San Pedro
The 2020 Plan
Conclusion

CHAPTER II - SURFACE ACCESS: THE CONSCLIDATED CORRIDOR APPROACH
Introduction
The Rail Access Study
The Consolidated Rail Corridor
The Alameda Corridor Task Force
Koise Mitigation
Reaction to the Consolidated Corridor
Conclusion

CHAPTER III - UPDATE OF THE 2020 PLAN
Introduction
Facilities and Infrasstructure Requirements
Revised Cargo and Tramsportation Forecasts
Port Transportation Iuprovements
Conclusion

CHAPTER IV - ORGANIZING FOR ACTION
Introduction
The Joint Powers Authority
Governance
Purpose
Working Committees
Work Program Schedule
Cost Estimates
Conclusion

CHAPTER V - DESIGNING THE CONSOLIDATED CORRIDOR
Iantroduction

vi

viii

G Lo P BY e e

LB S RS N



The General Design Concept

Toward a Defimitive Design

Highway Capacity and Level of Service
Conceptual Highwsy Deeign

Integration of Highway Results

Railroad Capacity/Operatiome Analysis
Railroad Conceptual Design

Conceptual Design for the Depressed Railway Alternative
Alternative Configurations

Proportion of the Enviromnmental Impact Report
Conclusion

CHAPTER VI - RAIL OWNERSHIP AND OPERATIOHNS

Introduction
Experlence at Cther Ports
Port of Tacoma, Washington
Port of Houston, Texas
Port of Los Angeles Belt Line
Railroad Property Valuation Studies
Net Liquidation Value
Original Cost Less Depreciatien
Going Concern Value
Comparable Szles
Negotiations
Railrocad Issuse and Operating Alternatives
Railrocad Issues
Ownership Alternatives
Operating Altermatives
Recommendations
Ownership
Operations
Conclusion

CHAPTER VII - FINARCIKG THE CORRIDOR

Introduction
Investments Interests
The National Interest
California‘s Interest
Local Interests
Port Users' Interests
Costs to be Financed
Sources of Financing
Federal Funding Sources and Prospects
State Funding Prospects
Revenue Bonds
Recommended Financing Flan
Conclusion

CHAPTER VIII - TOWARD MORE RATIONAL DEVELOPMENT

Introduction
Fragmentation of Plamning
The Case for Federal Planning

vii

29
31
31
33
34
34
35
36
36
37
41

42
42
42
42
42
43
43
44
44
&4
435
45
45
&5
47
48
49
49
49
50

31
51
31
Sl

32

53
53
53
54
34
58
56
56
57

59
58
59
60



Recommendation
Conclusion

Appendix A: Consolidated Transportation
Corridor Joint Pwers Authority Agreement

Appendix B: Survey of Rail Consolidation
Efforts

Appendix C: Financing the Consolidated
Transportation Corridor

viidi

61
62

69

87

94



Pigure

Figure

Figure
Figure

Figure
Figure
Figure
Figure

£ L Ay g

6~ O n

LIST OF TABLES AND FIGURES

Commodity Forecasts, Ports of San Pedro
Market Share Projections, By Railroad,
Based on Estimated Daily Through Treins
Consolidated Tramspertation Corridor
Project Cost Estimates

Recommended Pinsncing Plan Consclidated
Transportation Corrider

Layout of 2020 Plan Improvements

Rail Accesa Study Ares

Trensportatien Improvements to Serve 2020
Lend£ill

Consolidated Transportation Corrider Project
Schedule

Consoclidated Trensportation Corridor

Typical Grade Separation and Corridor Section
Typical Grade Separstion Six Lane Roadway
Typical Depressed Rail Section

1z
20

27

32
38
3¢
40



INRTRODUCTION

The United States is a mejor trading nation, and to a large degree its
continued prosperity depends on maintaining and expanding international trade.
The nation's seaports provide the key links to the world economy, both for export
and for import of the goods that deily flow among the trading nations.

Even though the nation's seaports are of vital importance to internatiomal
trade, the United States has no national plan for the maintenance, modernization,
and expansion of its seaports. Individual ports are left to their own resources
in remaining economically viable and in planning and development to meet the
growing demands for cargo handling capacity.

On the west cocast, the Ports of Long Beach and Los Angeles are the primary
conduits of trade with the Pacific Rim countries, the source of much of the
nation's growth in international trade. Located immediately adjacent to each
other; these strongly competitive ports share a common ocean access and depend
on the same land transportation system.

Forecasts of port growth through the year 2020 envision substantial
increases in cargo throughput, placing heavy demands on an already heavily used
rail and highway network. Lacking a national plan that would integrate seaport
development with the land transportation systems, the Ports of Long Beach and
Los Angeles have taken the initiative to bring about the transportation
improvements needed to accommodate growth in port activity.

During the 1980's, the ports and local sgencies evolved a novel plan for
constructing a comnsolidated rail and highway transportation corridor to tie the
Ports into the regional and mational highway and rail systems. Success in
implementing the approach will require cooperation and funding assistance from
locel, state and federal governments, as well as collaboration of the three

railroads serving the Ports.

Purpose

The purpose of the study is to describe the evolution of the comsolidated
transportation corridor approach and to identify and analyze the policy issues
attendant upon the design, approval and implementation of the apprecach.

To accomplish the study purpose, certain policy’ questions need to be
explored.
1. What gave rise to the need for improved landside

transportation capacity?

2. BHow did the comcept of a consclidated tramsportation corridor
come gbout?

3. VWhat agency, public or private, will comstruct the corridor?
4. Who will own, and who will maintain the corridor?

5. Bow will the user railroads share the trackage and who has the

right of way?



6. What agency will dispatch the trains?

7. Bow will the various elements of the corrider be finmanced?

8. What will be the impasct on port service and competition?

9. How could nstiomal port planning improve upon the status quo?

S cance

The research purpose snd objectives are designed to open up important and
significant pelicy questions involved in the development of port capacity to meet
the growing needs of internatiomal trade. By considering the case of the Porte
of Long Beach and Los Angeles, some light may be shed on the policy questioms
end directions that need to be taken to. deal with the future of the nation's

seaports.

Given the long lead times associated with cbteining approvals and financing
for harbor improvements, and the lead times and intricacy of meshing maritime
peeds with intermodal systems landside, more ports sre beginning to engage in
long term strategic planning for development and operations. This future
orientation of ports may provide the grassroote support for national planning
for seaport development along the limes of the interstate highway program.

Whether or not naticnal plapning (and funding) occurs, the federal
government and the State of Celifornis will be called upon to mske significant
investments im the comstruction of the comsclidated transportation corrider of
the Ports of Long Beach and Los Angeles. This study ie intended to be of
assistance in deciding the federal and state roles.

Research was performed between Janusry, 1989 and July, 19%0. To study the
topic, several research approaches were used. A survey was made of major ports
throughout the United States to determine whether any had taken or were plamning
a consclidated corridor spproach. The results of thst survey are included in

an appendix. :

A search of the literature was performed and & variety of books, reports
an articles were reviewed.

Original planning and policy documents were identified and obtained from
the Southern California Associstion of Governments, the Ports of Long Beach and
Los Angeles, the Cities of Long Beach and Los Angeles;, and the State of
California. These documents included working papers, c¢msulting and engineering
study reports, official planning documents, and information releases.

Meetings of the Alamede Corridor Task Force and the Consolidated
Transportation Corridor Joint Powere Authority were attended and both informal
and formal interviews were conducted with key staff of the Ports of the Southern
Californis Association of Governments. Interviews were also conducted with

railroad cfficials.



Limitetions and Constraints

The concept of the consolidated tramsportation corridor is continuing to
evolve, with important design decisions to occur in 1991. Funding questions are
only beginning to be addressed. The nature of railroad participation in funding
and operations is not yet known. Thus, this study can not provide the final word
on many of the policy issues to be dealt with in the future, but can reveal the
policy options available and their relative merits.

Funding limitations precluded conduct of a conference focussed on meeting
rail and highway needs for expaending ports, so that the creative input of
cfficials from other ports amnd related agencies was not obtained. It would have
been of interest to determine to what extent the procblems addressed by the Ports
of Long Beach and Los Angeles were common to other seaports, and to discover
whether the comsoclidated corridor approach offered a solution to problems

elsewhere.

Organization of the Study

This research report is organized intc eight substantive chapters following
this Introduction. The course of the report follows the chronological
development of the corrider concept. Documentation is provided through endnotes,
and all sources of informatiocn have been credited.

Important information is provided im three appendices, and relevant
portions are brought forward intoc the text.

The Chapters are:
I - PORT PLANNING FOR TEE YEAR 2020
I1 - SURFACE ACCESS: THE CONSOLIDATED CORRIDOR APPROACE
III - UPDATE OF THE 2020 -PLAN
IV - ORGANIZING FOR ACTION
V - DESIGNING THE CONSOLIDATED TRANSPORTATION CORRIDOR

VI - RAIL OWNERSHIP AND OPERATION
VII - FINANCING THE CCRRIDOR
VIII - TOWARD MORE RATIONAL DEVELOPMENT

The next section, Chapter I - PORT PLANNING FOR THE YEAR 2020, describes
the Los Angeles region, the role of the Ports of Long Beach and Los Angeles, and
the plans of the Ports for the future.



Chapter I

PORT PLANNING FOR THE YEAR 2020

Introduction

Traditionally, ports have served a defimed "hinterland”™ within a2 limited
geographic distance from the port. As that area has developed, the port has
undergone concurrent development. In recent years, major east and west coast
ports have inmcreasingly served the nation as a whole in additiom to their own
hinterland. Containerization of cargo has contributed to that trend, making it
economical to tranship containers from ship te rail to truck for delivery.

Planning for masjor ports has changed from plauning to meet the needs of
the hinterland, to plamning to serve a growing national economy. The ports of
the west coast serve the United States and all its tradimg partners throughout
the vast Pacific Rim, while the ports of the esst coast serve Europe and Africa.
Thus, port planning must take into account material trends in intermatiocnal trade

and economic growth.

On the west coast, the Ports of Long Beach and Los Angeles are the dominant
ports serving the Pacific Rim countries, followed by the porte of Seattle,
Portland, Tacoma and Oakland. The cutlook is for continued growth in Pacific
Rim trade, and the ports are undertaking long range planning and development to
increase capacity to handle future demands.

e Los eles Regio

The Los Angeles metropolitan region has grown to be the second most
populous in the United States, surpasesed only by the New York City regiom.
Forecasts are for growth to continue at & rate almost twice the national average.
Estimates are that the population will grow from 12.4 million people in 1984,
to 18.3 million people in the year 2010. About 5.9 million additional peocple
will be added to the sixz county region, more pecple than lived in the entire
State of Indiana at the time of the last census. While immigration to the region
will account for sbout & third of the population incresse, two thirds will come
from naturasl increase, making the population forecssts somewhat less likely to
be impacted by unforseen events. Whatever the actual population reached by 2010,
it is clear that there will be a masjor incresee in population barring a
catastrophic earthquake. Jobs are expected to incraase by three million to &
totel of approximately nine million.’

The Security Pacific Bank and the County of Los Angeles have studied the
booming regional econcmy of that part of the Los Angeles Region located within
60 miles surrounding downtown Los Angeles. With only 5% of Califormia's land,
the area makes up half of the state’'s total economy snd has an impressive history
of growth in population, employment and personal income. The 60-mile circle
dominates the western United States. With s 1287 population of almest 13
million, the ares ranks behind only three states -- California, New York and
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Texas. In terms of gross product, the area would rank llth among nations with
a gross product of $228 billion placing it ahead of Brazil, India and Australia.
In terms of per capita gross product, the area would rank second among nations,
with per capitas gross product of §$19, 060.2

The continuing rapid growth of the region has outpaced the ability of
governments to provide the necessary infrastructure and services for maintensnce
of the quality of life. Most noticeable to residents is the fallure of freewsy
and street improvements to accommodate the growing demand, with ever lonmger rush
hours and dramatically decressed travel speeds. While the state and local
governments are beginning to propose increased taxes and expenditures for
freeways and streets, there is little reason to ‘expect major improvements in
transportation -- at best there will be less degradation of travel times than
are forecast in the absence of greatly increased investments. Similsr
deficiencies exist in capacity for refuse disposal, water supply, schools and
prisons. Despite the infrastructure inadequacies, the growth forecasts for the
region assume & sclution of the infrastructure problems.

One of the factors contributing to the region's growth is its role as the
leading commercial and financial center lipking contimnental U.S. markets to the
booming economies of the Pacific Rim, and to elsewhere. Foreign trade is a
significant contributor to the economy of the Los Angeles region today, a tremnd
which is expected to increase. In 1990, approximately one million jobs in the
Los Angeles region are estimated to be supported by impert-export trade. Total
employment at that time is estimated to be about 6.3 million jobs.

The Forts of San Pedro

At the southern tip of Los Angeles, at the boundary with Long Bach, is the
San Pedro Bay, the site of the adjacent ports of Long Beach and Los Angeles.
These two ports are the first ‘and second largest on the West Coast, far
cutstripping their competitors in trade volume. The combined complex, the Ports
of San Pedro, are by most measures the busiest port complex in the United States,
surpassing even New York/New Jersey.

Historically, the Ports of San Pedro have been import ports, unlike ports
of the Pacific Northwest. This situation has been changing significantly as
exports begin to close the gap with imports. In 1988, exports grew by 25% while
import volume grew by only about 4Z. Import volume was 1.57 million TEU's while
export volume reached 1.0 million TEU's. (A TEU is a standardized measure for
import-export volume in terms of how many 20-foot-long shipping containers would
be filled.) Export growth is not expected to be as gréat in the future, and
imports will continue to exceed exports for the foreseeable future A

Some 140 nations trade through the Ports of San Pedro, with Japan, Korea,
Taiwan, Indonesia and the Netherlands as the major markets. For the Port of Los
Angeles, in 1986 these five countries accounted for 62% of all tonnage and nearly
702 of total dollar value. Japan alone was responsible for nearly 30% of all

port traffic o



Imports include 2 high proportion of finished goods, including sutomcbiles
and electronics goods end also including textiles (707 of all U.S. textile
importe), clothing from Asia, and alecohoclic beverages from Europe. Petroleum
ie a2 major import as well, much of it cosstwise shipping from Alaska. Exports,
in contrast, are mainly agricultural products from Californis -- fruits,
vegetables and cotton.

Containerization of cargoes continues to proceed rapidly, with continuing
increases in container shipping through the Ports of San Pedro. At the same
time, the increase in oil costs over the past 16 years has increased the fuel
costs for ships more than for rail. Im addition, the larger ships used on the
Pacific Ocean in many csses are unsble to use the Panama Canal due to size
limitations. Consequently, it has become more economical to tramsport goods from
the Pacific Rim to U.S. west coast ports; transfer the containers to rail cars
for tramsport to east coast and gulf peorts, amnd then tramsport by ship to
European and African ports. This same advantage applies to Eurcpean goeds bound
for the west coast snd Pacific Rim destinatiomns. The rail portion of the
intermodal system has become known as a "bridge.” A "landbridge® applies to
goods carried by ship at both ends of the bridge. A "minibridge™ is the term
used when the containers move by rail from s wast coast to an east coast port
and then by truck to an inland U.S. destination. When the containers are shipped
directly from a west coast port to an inland destination by rail, the term
*microbridge” is used.®

In recent years, the railrocads have implemented double stack trains (DST: s)
which handle containers stacked two high on specisl, longer rsil cars. This
innovation has added to the sttractiveness of intermodal (ship to train)
transport. As a result, about 452 of the containers handled by the Ports of San
Pedro are transported by rail to inland or east coast destinastioms. Landbridge
and minibridge transport from the Ports of Ssn Pedro te New York City can save
10-15 days over the all-water route through the Pensma Canel, thus reducin
inventory costs as well as providing a direct savings in tramsportation costs.

At present, the great majority of contaimers are not directly loaded from
ships to trains at the Ports of San Pedro. Imstead; containers are unloaded onto
the dock, then loaded on trucks that transport the containers to railyards for
loading onto trainms. Until 1987, all containers moving through the Ports of San
Pedro destined for rail shipment were trucked some 20 miles to the major rail
yards in central Los Angeles. In early 1987, the Porte and the Southerm Pacific
railroad opened s new Intermodal Container Transfer Facility (ICIF) on & 150 acre
site sbout four miles from the Porte. While trucke still move the containers
between ships and rail, the ICTF efficiently handles over 350,000 containers
annually, reducing costs and lessening traffic congestion on the mein routes into

Los Angeles.

The next development in the intermodal system is the shift to on-dock rail,
where containers are transferred directly betwsen shipe and rail cars, further
reducing costs and delays. The Ports of San Pedrc are moving toward on-dock rail
which was introduced by the Port of Tacoma in 1981L. In 1989, the Port of Lomg
Beach opened the first on-dock rail facility. Alsc in 1989, it amended its
Master Plan to provide for six on-dock rail facilities. These are to be capable
of handling double-stack trains, typically of 20 cars each. The first four of

é



these facilities are to be operational by 1992. Comstruction plans call for
grade separations within the Port area to allow improved traffic flows. The on-
dock rail facilities are estimated to reduce in and out truck movements by 9,000
movements as well as yielding economic benefits.

The 2020 Plan

In the early 1980's, the Ports of San Pedro foresaw a continuing increase
in cargo handled by the Ports, and joined with the U.S. Army Corps of Engineers
to plan for meeting requirements through the year 2020. The planning effort
began with forecasts of carge increases and then proceeded to identify and
analyze alternatives for improving channels and developing new land aress to
serve the projected cargo increases.

The Corps of Engineers developed carge forecasts in comsultation with the
Ports. They analyzed population, employment and income levels in the western
states and both domestic and world regional price levels. Forecasts from various
sources were used in a multiple regression model to forecast imports, exports,
and coastwide receipts and shipments. These rough forecasts were reviewed with
the Ports and major industry representatives and then sdjusted. The resulting
forecasts are presented in Table 1.

Table 1
Commodity Forecasts, Ports of San Pedro
Commodity Type 1980 Tonnage 2020 Tonnage (Projected)
Container 10,670,000 62,510,000
Break Bulk ,380 000 11,030,000
Automobile 7 600,000 1,320,000
Petroleum 52,670,000 83,880,000
Other Liquid Bulk 650,000 1,080,000
Grain 2,950,000 6,100,000
Cther Dry Bulk 1,600,000 57.290.000
TOTAL 85,520,000 223,210,000

Scurce: 2020 Plan, July, 1984

Using the foregoing commodity forecasts, the existing capacity of the Ports
was determined and the additional acreage needed to meet forecasts for the year
' 2020 was estimated. The analysis of existing port facilities determined that
the throughput of the Ports, when developed to the maximum, was an estimated
150,127,0000 short tons -- well above the 1980 tomnage. The shortfall of
73,083,000 tons was estimated to require an additional 2,600 scres of land te
accommodate additional terminals, transportation, facilities and ancillary uses.
Since the Ports were surrounded by urban development inland, the requirement was
expressed in terms of new landfill to be created in the harbor through dredging,
which would alsc enable the Ports to handle larger ships.® (see Figure 1.)
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The 2020 Plan also gave some attention to landside transportatiom
requirements, noting that it was expected that by the yesr 2020, truck movements
would increase from 7,200 movements & day te over 24,500 average daily movements.
Due to existing traffic congestion, & need wes seen for msjor improvements to
the existing highway network. Additional major improvements to the railroads
serving the Ports were envisioned, with an increase from 17 trains daily to a
minimum of sbout 42 train movemente daily in the year 2020.°

Conclusion

The Porte of San Pedro have teken farsighted planning sction to increase
operational capacity to meet projected demand through the year 2020. The massive
port improvements envisioned are estimated to cost on the order of $4 billiom.
These plans are based on the continuing rapid growth in Southern Califormia as
well as continuding growth in the national ecomomy amnd in imternational trade.

There is widespread political support for the grewth of the ports, on the
parts not just of the Cities of Long Beach and Los Angeles, but on the part of
governments and private sector organizations throughout the Los Angeles region.
The ports are important providers of jobes, in additiom te providing capabilities
essential to businesses dependent on international trade.

The Ports are finsncially self-sufficient, receiving no subsidies from
their parent cities. For major cepital improvements, they do seek federal
grants, and to a lesser degree, state grants. In the main, however, capitel

investments are made from cperating revenues.

The 2020 Plan concentrated on harbor and port improvements, and did not
provide a blueprint for lamdside transportation improvements needed to service
the expanded Ports cperatiomns.



Terminal Island
Transportation Study

LAYOUT OF 2020 PLAN IMPROVEMENTS BASED ON OF} STUDY
(Gray and black shaded areas are new landfill)

Figure 1.



CHAPTER II

SURFACE ACCESS: THE CONSOLIDATED CORRIDOR APPROACH

The Porte of San Pedro sre located about 22 miles south of the center of
Les Angeles where the major rail yarde are located and where branch limes comnect
to railroad main linse. Three existing railrcad branch lines traverse this
distance, running through urban industrial and residential areas. These branches
lack grade separatioms, so that train movements stop east-west surface traffic
in the southern helf of the Los Angeles area.

Traffic interruptions due to train movements were at least annoying during
the 1980*s. With train movements predicted to grow threefold or more, the
potential for train induced gridlock throughout a major part of the metropolitan
area became a major concern.

The metropolitan planning orzganization for the Los Angeles region is the
Southern Californis Associstion of Governments (SCAG) comprised of six counties
and their cities. This Chapter reviews the efforts undertekem by SCAG im
planning to integrate Port tramsportation requirements with the transportation
syetems of the metropolitaun area.

cess Study

As early as July of 1981, the Southern Cslifornie Asscciation of
Governments (SCAG) began focussing on the land-side access requirements of the
growing Ports of San Pedro. It formed a Ports Advisory Committee to initially
address an extension of the Terminsl Island Freeway, which serves the Ports.
After resclving that issue, in May of 1982 the Ports Advisory Committee turmed
to the issue of rail esccess to the Ports. Since the rial lines rum through &
number of cities in addition to Los Angelee and Long Beach, the Ports Advisory
Committee had broad representation. Membership included local elected officials,
city and port officiale, Caltrans (the California Department of Transportationj,
the three railroads, the trucking industry, the Los Angeles County Transportation
Commission, the U.S. Havy, the Army Corps of Engineers, Assemblyman David Elder,
Senator Robert Beverly, and Congressman Glenn Anderson. 1

In June of 1982, the Draft Envirommental Impsct Report for the Intermodal
Container Transfer Facility identified two branches of the Southern Pacific
railroad as being highly involved in future -Port rail traffic, and proposed that
a5 many trains as possible be zouted along the Sam Pedro branch of the railroad.
In September of 1982, the Californis State Assembly Tramsportation Committee held
a public hearing on the feasibility of coneolidating all port-related rail
traffic along the SP San Pedro bramch. The three railroads serving the Ports -
- the Southern Pacific, the Union Pacific and the Santa Fe -- all described their
plans and expressed doubts as te the feasibility and coets of concentrating high
traffic volume on a single corridor. At the same meeting, SCAG staff presented
several possible comsolidated routes. The point wes made that the Southern
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Pacific San Pedro branch had not yet been demonstrated as the "best" route, even
from an environmental point of view.'!

Following this meeting, the SCAG Ports Advisory committee undertook a study
cf rall access to the Ports. Communities along the rail lines serving the Ports
had intense concerns sbout potentially adverse impacts of increased rail traffiec,
such as noise, vibratien, air pollution, and delays tc street traffic at grade
crossings. The purpose of the study was to analyze these issues, evaluate
alternatives, and recommend a cost-effective program of rail improvements to meet
projected demands and mitigate adverse environmental impacts. The study
addressed operational feasibility, capital costs, traffic impacts and population
impacts. It did not address institutional arrangements, financial feasibility

or funding scurces.

The rail access study area depicted in Figure 1 included the branch lines
serving the ports and the main lines to which they connect.

[INSERT FIGURE 2 ABOUT HERE]

The SCAG staff, which undertook the study with the assistance of consultants,
analyzed six alternatives: the status quo, or each of the three railroads
continuing to use their own lines; the consolidation of all through traffic of
the three railroads on the Southern Pacific San Pedro line; and four other
alternatives using different combinations of the existing rail linees. Each
alternative was assessed under two scenasrios, & low scenario with 37 trains a
day and a high scenario with 71 trains a day.

For each of the altermatives, a simulation of operations was performed to
analyze train movements. The alternatives were evaluated using the major
criteria of railrocad capital improvement costs, grade separation costs, vehicle
hours of delay at streets not separated, and population impacts. Under the
status quo, Sante Fe trains passed within 500 feet of about 16,000 people, while
traine on the Southern Pacific San Pedro line (the consolidation route) passed
within 500 feet of only about 8,000 people. Thus, population impacts were less
along the consolidated route, and the majority of the other criteria favored the
consolidated route, especially at the higher level of train traffic (71 trains
& day) and at the lower levels of highway traffic delay at intersections.

The SCAG study strongly suggested the consolidated zoute. The propeosed
consolidated route featured double-tracking for thru train movements, 30 mile
an hour speeds along most of the route (compared to about 15 miles an hour in
the status quo), necessary additional connections, trackage and control systems,

and grade separations at major streets and highways.
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At the high level of train traffic, quantifiable benefits of the
consolidated route included:

" a) -4 327 reduction in train-weighted population impacts with a 36%
reduction in train-weighted noise.

b) A net reduction in highway traffic delays of 2500-4100 vehicle hours
per day (60-76%).

c) A 747 reduction in the number of train stoppages, which
cause major disruptione to street traffic (i.e., times when
trains must stop to allow other trains to pass).

d) A 297 reduction in train-hours of cperation, and a
comparable percentage reduction in locometive emissions.

e) In addition, there are savings in grade separation costs ta
the 100 vehicle hours delay per dey (VEDD) and lower
threshold levels.”

Total costs for the 7l-train-a-day scemario were estimated in the range
of $156~214 million including improvements to railroad tracks, signals, and grade
separations, but not including noise walls.13

In October of 1984, the Ports Adviscry Committee of SCAG gave its policy
endorsement to development of & consolidated rail corridor along the Socuthern
Pacific San Pedro Branch, with vigorous pursuit of mitigation of adverse economic
and environmental impacts, including grade separations, socund walls, etc. (The
railrocad members of the Committee abstained from voting on these public
policies). The Committee further called for implementstion in increments, and
recommended formation of a Task Force to guide further work on comsolidation,
replacing the Ports Advisory Committee in that role.

The Alameda Corridor Task Force

The Task Force was charged with developing more detailled technical analyses
to support -an Environmental Impact Report, with developing specific engineering
designs for trackage and grade separations to be used in negotiation with
individual jurisdictions, and with development of precise cost estimates based
on engineering designs for use in funding requests. The Task Force was further
charged with gaining & consensus on & specific program of phased improvements
to enable negotiation of action agreements for implementation, and finally, the
Task Force was charged with developing a financial plan for comstruction,

including a strategy for funding.'

To bring together the technical and policy capabilities needed to carry
out the charges to the Task Force, the Committee recommended membership of each
of the citles along the proposed consoclidated corridor route, along with the
cther major orgenizations involved. Regular membership of the Task Force

included:
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-California Department of Tramsportation (Caltrans)
~California Public Utilities Commissiom (PUC)
~Southern California Association of Governments (SCAG)
-Los Angeles County Tranmspertation Commission (LACTC)
=-County of Los Angeles

=City of Carson

=City of Compton

~City of BEuntington Park

-City of Long Beach

-City of Los Angeles

-City of Lymwood

-City of South Gate

-City of Vernon

-Port of Leng Beach

-Port of Los Angeles

-Long Beach Naval Shipyard

-U.8. Army Corpes of Engineers

-Atchison, Topeka and Sants Fe Bailwsy

-Southern Peeific Tramsportation Company

-Union Pacific Railroad

-Californis Trucking Associstion®

The SCAG study established the San Pedrc lime of the Southerm Pacific
Railroad as the preferred solutiom to the rail transport needs of the Ports
through the year 2020. And SCAG established the Tagk Force -~ subsequently named
the Alameda Corridor Task Force because the San Pedreo reil line parallels Alameds
Street-~- to carry forward with implementation. Gradually, as attemtion focussed
on the construction of grade separations, and on improvements to surface traffic,
the Task Force included in its vision reconstruction of Alameda Street to
sccommodate part of the 25,000 truck movements a day forecasted for the year

2020.

Hoilse £ [e)

The SCAG study did not take into account the cost of noise mitigation when
it caleculated costs for the different alternatives. In 1986, however; the Port
of Long Beach completed a draft Environmental Impact Report that addressed noise.
mitigation in relation to & proposed om-dock intermedal container tramsfer
railyard for stack train service. Stack trains (or "double-stacked” trains) use
cars 266 feet in length with five pletforms capsble of carrying tem containers.
These trains are somewhat quieter than normal since the longer cars result in
fewer wheels and couplings in a train.

Measurements showed that the stack trains genersted significant noise.
At & distsnce of 30 fest, under ambient mnoise conditions of 61 decibels as the
locomotive passed and up to 84 decilbels as the stack cars passed. At a speed
of 20 mph, it would take sbout five seconds for twe locomotives to pass and just
over three minutes for the rolling stock to paes & given point. At a distance
of 50 feet, the different rsil lines produced noise levels ranging up to 81
decibeles. These noises levels would have & significant impsct on residential
areas through which the trains pass. Noise barriers (typically comcrete block
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walls) reduce noise impacts up to 20 decibels. To install noise walls along the
Socuthern Pacific San Pedro rail corridor would coset at least $40 millionm,
assuming protection of all impacted residentisl areas.?®

Even before the final SCAG rail Access study was published, the Long Beach
City Council, in April of 1984, endorsed the comsoclidated rail corridor, adding
support for including improvements to Alameda Street to accommodate Port truck
traffic. In testimony or the Environmental Impact Report for the 2020 land
fills, the Long Beach Planning Director stated that:

®,...City Council recommends that a phasing plan be developed which would
link segments of the proposed landfill to implementation of specific recommended
transportation improvements. Landfill should not be permitted to proceed until
the transportation improvements needed to support that develcpment are under way.
Based on earlier studies by the Corps of Engineers and SCAG this means that a
major portion of the landfill recommended in the 2020 plan could not commence
until the Alasmeda corridor is improved as a comsolidated rail line and a
partially-limited access truck route. City Council reaffirms its support of the
consolidated rail line and recommends that it be specificelly included in the
environmental document as a necessary mitigation measure.”

The consolidated corridor would divert the majority of rail traffic out
of residential areas of Long Beach and away from the downtown area. The City
of Compton, however, was greatly concerned about the Alameda Street comsolidated
corrider. In most other cities along the route the rails go through industrial
areas, but in Compton they cut through commercial and residential areas. Compton
opposed both the truck route on Alameda Street and the comsclidated rail
corridor, and remained concerned on into 1989. Specifically, the City was
concerned about getting sufficient grade separations to mitigate the impact on
surface street traffic.'®

In general, the affected jurisdictions accepted the Alameda comsolidation
while the railroads remained uncommitted.

Conclusion

In the early 1980's the Southern California Council of Governments
developed an innovative proposal to provide necessary landside transportation
capacity to meet the growing needs of the Ports of San Pedro. SCAG formed a
multd jurisdictional Task Force to mové forward the proposed comsolidated rail
transportation corridor. The Alameda Corridor Task Force met frequently on inteo
1989, and succeeded in kéeping the corridor concept alive. Its efforts resulted
in inclusion of the Alameda Corridor in the plans of the Southern California
Association of Governmernts, the Los Angeles (County) Transportation Commission,
and the South Coast Air Quality Management District.

Witbout funding and without operating authority, the Alameda Corridor Task
Force was unable to fulfill its charge to develop detalled technical analyses
and specific engineering designs for trackage and grade separations. Lacking
these elements, the Task Force was unable to devise amn acceptable plan for

financing comstructiomn.
15



Fevertheless, the Alameda Corridor Task Force built political suppert for
the comnsolidated corridor approach and worked with the Ports and regional bodies
to move the concept forward. It also played an important role in facilitating
the formation of its successor body in 1989, the Consclidated Transpertation

Corrider Joint Powers Authority.
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Chapter III

UPDATE OF THE 2020 PLAN

Introduction

Since the initial 2020 plan was unveiled in 1984, the Ports of San Pedro
have undertaken & variety of detailed planning and engineering studies, and have
completed a series of environmental impact reports toward implementing elements
cf the 2020 plan. In the course of these studies; plans have become more
specific. Meanwhile, operational and facilities improvements undertaken are
being made to conform to the 2020 plan.

Facilities end Infra

In April of 1988, consultants toc the Ports completed an Operations,
Facilities, and Infrastructure (OFL} Requirements Study for the 2020 plan. It
further defined the development of the landfill areas. It envisioned that, when
the 2020 plan is implemented, the improvemente will:

~Result in a 60% increase in capacity by optimizing maritime
terminals and development of existing land.

~Accommodate approximately 200 million metric tons which represents a 150%
increase over 1985 tonmnage.

-Craate new deep water channels 50 feet to 85 feet deep resulting
from 225 million cubic yards of dredging.

-Add 2,400 acres of new landfill.
-Add 38 new high cepacity state-of-the-art terminals.

-Add approximately 50 new berths.

-Add significent new infrastructure (roadways, rail, intermodal cxtaber
transfer facilities, pipelines, utilities).

-Require $4.8 billion of expenditure from 1988 to 2020.%

The original 2020 Plan phasing of landfill creation and facilities and
infrastructure was retaired in the OFI study. Phase 1 was scheduled te begin
in 1988 with about 60% of landfill to be completed by 1995 and comstruction of
terminals to be completed in 2011. Phase 2 would begin in 2008 with landfill
creation completed in 2014 and terminal development concluding in 2020. Dredging
began in 1988 to create the first landfill area of Phase 1, a 147 acre landfill
addition within the Port of Long Beach known as "Pier J." This new landfill,
being created with fourteen million cubic yards of dredge material, will provide
six berths as well as deepening the main channel to accommodate larger vessels.
The Pier J landfill is scheduled for completien in 19%1.
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Aleo in 1988, although not a part of the 2020 Plan, the first office tower
of the Greater Los Angeles World Trade Center was completed in downtown Long
Beach near the Ports. To eventually provide 2.2 million square feet of space,
the World Trade Center will provide a comsolidated location for Ports related
businesses as trade cmtinues to gzow.

As a basis for the OFI study and ongoing facilities improvements, the Ports
updated the cargo forecasts originally performed by the Corps of Engineers in
1982. These 1987 forecasts were for essentially the same growth forecasted
earlier. The estimates for 2020 were for nearly 200 million metric tons, and
8.8 million twenty-foot equivelent units (TEU's),; up from somewhat over three
willion TEU'e in 1987. These new forecasts resulted in the Ports incressing
their estimate of daily trainms from the high of 71 used in the SCAG study of rail
access requirements to & new total of 106 trains a day to and from the Ports

aresa. 0

In concert with the OFI study, the Ports cenducted a Terminal Island
Transportation Study to design the rail and highway improvements needed within
the Ports complex and in the adjscent commercial and industrial areas. The study
had several purposes. First, to accommodate substantial increases im rail and
highway traffic to and from the Ports. Secomnd; to allow rail access to existing
Port facilities for Southern Pacific and Sents Fe treins, and to provide access
tracke for these two carriers as well as Union Pacific to the new landfills.
Third, to eliminate rail/vehicular conflicts. Fourth, to maintain smooth traffic
flows throughout the barbor and industrial areas. And fina.lly, to maintain
vehicular access to U.S. Havy facilities on Terminal Island.?!

The study recommended fourteen improvement preojects phased to be completed
in the years 1990 to 2010 at & cost of sbout $120 million. On the landfill
itself, the study propcosed a tramsportation corridor slong the boundary between
Long Beach and Los Angeles, with zail and highway access grade separated. (See
figure 3.) The separation was seen as necessary to accommodate 59 trains and
24,000 vehicles expected to be traveling to and from the landfill by 2020. The
recommended rail corridor itself is to comesist of two thoroughfare tracks end
two holding tracks transitioning inte 2 rail srrival/departure yard on the
landfill with spurs leading to on-dock intermodal yards.

{IRSERT FIGURE 3 ABOUT EERE]

The Terminal Island Study objectives specificelly stated that design
recommendations would be compatible with the planned Alameds Street Rail
Consclidation Corridor and highway improvements aleng the Alameda Street route.
The study recommended routes and improvements that would give all three railroads
direct sccess to the Ports, with track arrangements that would preclude local
switching by one carrier obstructing through access for either of the other two.
The study also recommended seven grade separations near -the Ports, and roadway
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realigonments and interchanges to handle the increased vehicular traffic. The
roadway improvements were also compatible with the Alsmeda Street truck
expressway planned by the Alameda Corridor Task Force of SCAG along with the Rsil

Consolidation Corridor.
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The recommended railroad improvements will improve access to Port
facilities and eliminate rail/vehicular conflicts. The study noted the need for
the railroads toc develop new operating agreements to cover switching, joint
trackage rights, and e centralized dispatching, train occupancy and interlocking
system. It was expected that the improved rail network would encourage more
freight to move by rail in preference to truck, ylelding less traffic congesticn
and enhanced air quality. The study did not determine the sources of funding
for the $120 million of recommended transportation projects, leaving the
presumption that the Ports would finance the improvements from operating

revenues.

Conclusion

The more detailed planning for imfrastructure improvements within the
boundaries of the Ports that was accomplished during the 1980¢s included design
of the Ports' terminus of the Consolidated Tramsportation Corridor. Major
improvements were detailed for both rail operations and for truck traffiec.

Also during the 1980's continued rapid growth in cargoc through the Ports,
and the revaslidation of cargo forecasts through the year 2020, brought new
credibility to the ambitiocus 2020 plan. What had at first seemed to be "blue
sky" imagining by Port planners, now seemed to be essentially realistic
preparation for a likely future. Landfill dredging began for Pier J, the first
new landfill in the 2020 plan, and the beginning of on-dock rail oeccurred.
Although little physical change could be seen, the Ports were moving to complete
the detailed engineering designs and environmental dimpasct reports that
necessarily precede actual comstruction of the comporents of the 2020 Plan.

21



Chapter IV

ORGANIZINRG FOR ACTION

Introduction

From the time of its formation late im 1984 wuntil the Spring of 1988, the
Alemeda Corridor Task Force endesvered to carry out the extensive implementation
responsibilities given it st its imception. A4s & prectical maetter, the Task
Force had neither the financial staff resources, nor the imstitutional structure
to allow it to succeed. To expedite action on the Corridor, in March of 1988
the Task Force designated the Ports of Lomng Beach and Los Angeles to take the
lead responsibility for the timely implementaticn of the Consolidated Rail
Corridor project.a Meanwhile, the Task Force continued its work, focussing on

institutional issues.

The Ports then retained Transportation Marketing Services (TMS) to evaluste
the Alsmeda Consclidated Rail Corridor es the preferred route and to make
recommendations concerning key operating and engineering issues inveolved in
designing and building & workable Comsoclidated Corridor. The consultents
proposed & strategic plan with the following sequence of action for the Corridor:

~-Formetion of the entity to comstruct the Corrider

~Conduct of valuastion etudies to enable negotiatioms with the railrcads
for scquisition of rights-of-wey.

-Concurrent conceptual engineering including investigation of a depressed
route which would be preferred by the cities along the corrider.

-Preparation of a comprehensive environmentsl impact report for the emtire
corridor.

~-Concurrent conduct of detailed engineering for the Corridor.

-Msnagement of construction, estimated at about 36 months .2

The Joint Powers Authority

Continuing the initiative begun in March of 1988, and with the benefit of
the TMS Consolidated Rail Corridor Strategic Plan, the Ports of Long Beach and
Los Angeles proposed to the Alameda Corridor Task Force the formation of a Jedint
Powers Authority (JPA) to implement the Consolidated Tramsportation Corridor
(CTC). The Government Code of the State of California authorizes the formation
of authorities to jointly exercise powers possessed by two or more cities. The
cities of Long Beach and Los Angeles both have the powers to comstruect and
operate ports and facilities releted to ports,

Governance

Ae originally proposed by the Ports, the JPA would have had a governing
board comprised of tw representatives of the Port of Long Beach, two
representatives of the Port of Los Angeles, and ome representative of the Les
Angeles County Transportation Commission. The six smaller cities along the CIC
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strongly objected to being excluded from voting membership even though the Ports
had offered membership on an advisory committee, and then had offered to have
the six cities elect one member to the governing board. The six cities
persisted; and in February the Ports offered a revised draft that included the
six cities on the governing board of the JPA. Such membership was approved by
the Alameda Corridor Task Force in February of 1989.%  The Los &ngeles Board
of Supervisors then sought membership as did the Los Angeles City Councilmember
from the Harbor District.

At its March meeting, the Alameda Corridor Task Force approved a revised
governance structure for the JPA which was subsequently incorporated in the final
JPA Agreement approved by the Cities of Long Beach and Los Angeles in July of
1983. Membership of the JPA governing board is fourteen voting members appointed

as follows:

~-Port of Long Beach, two members

=Port of Los Angeles, two members

-Los Angeles City Councilperson representing the Harbor District
~City of Lomng Beach Councilperson

~Los Angeles County Board of Superviscrs member

~Los Angeles County Transportation Commission Member
=0ity of Vernon Councilperson

-City of Huntington Park Councilperson

-City of Lynwood Councilperson

~City of Southgate Councilperson

«City of Compton Councilperson

-City of Carson Councilperson®®

The Ports had expressed concern during the discussions preceding the
Agreement over control of Port funds. State law restricts expenditure of Port
revenues to narrow purposes, and the Ports required assurance that the law would
be followed. The solution advanced by the Ports after the initial expansion of
governing board membership was to add & Finsnce Committee that would have to
approve any expenditure of Port funds prior to any approval by the JPA governing
board. Finance Committee membership is one of the Port of Long Beach governing
board members, one of the Port of Los Angeles members, and the member from the
Los Angeles County transportation Commission.%

The final element in the governance structure of the JPA was the inclusion
of & Railroad Advisory Board with three members: one appointed by the Atchison,
Topeka and Sants Fe Railway Company, one appointed by the Union Pacific Railrcad,
and cne appointed by the Southern Pacific Tramsportation Company. The Advisory
Board will make recommendatioms to the Governing Board on the plan and
implementation of the CTC, and "...provide for the manesgement, cocordination and
scheduling of operdtions of the rail aspects ¢f the CTC." Further, the Adviscry
Board is to make recommendations and work with the JPA "...concerning all rail
aspects of the CTC, prepare rail schedules and rail tariffs and resclve conflicts
between the various rallrcads and mske recommendatione concerming possible
contract operations.” The railroade are thus given an official role in the
development of the CTC as well as the leading role in the future operations of

the rail corridor.®®
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Purpose

The purpose of the JPA is to exercise the powers of the Cities of Long
Beach and Los Angeles "...for the implementation of the CIC by explering
alternstive methods of financing and developing existing property, cocordinating
other governmental efforts, and possibly acquiring, comstructing, maintaining,
operating and leasing of the CTC and related facilities."®

The preamble of the Agreement clarifies the specific respomsibilities of
the JPA, contained in a pumber of "whereas's™, many of which were included as
& result of the deliberations of the Alameds Corridor Task Force.

The preamble spells out the intemtion that the street and railroad rights
of way along Alameda Street between the Ports and the central Los Angeles area
should be developed as a comprehensive tramsportation corrider. Specifically,
a 150 foot wide railrcad right-of-way approximately 20 miles long is to be
acquired, and approximstely 70 miles of tracks locsted within the Ports alsoc are
te be acquired. These tracks are to be improved, additional tracks are to be
constructed, and either grade separations or depressed railways are to be
constructed, along with acquisition of all related equipment. alameda Street
itself is to be improved to handle s substamtial proportion of the truck traffic
otherwise using congested existing freeways. Other properties, real or persenal,
that are functionally related to the corridor are to be acquired. Together, all
of these facilities are to be withim the Corridor amd to be specified in the Plan
of the Consclidated Transportation Corridor.3®

The preamble also stipulates the intention to coordinate all funding and
construction while recognizing that other government entities and the railrocads
will be responsible for elements of the CTC. Recognition is given to the fact
that the cities along the CTIC have interests to be addressed by the JPA.

In addition to the Finsnce and Railroad Committees established in the Joint
Powers Agreement, the JPA Board formed three ad-hoc committees to further the

work of the JPA.

The Legislative Committee was given the responsibility of gaining and
maintaining political support for the Corridor. Considerable political support
had already been generated through the efforts of the preceding Alameds Corridoer
Task Force, the Ports themselves, and the cities of Long Beach and Los Angelés’.
Indeed, the sttrategic plans for the City of Long Beach and for the City of Los
Angeles emphatically endorsed the Corridor which was alsc included in the Plan
of the Air Quality Management District. The task of this Committee, however,
was of far greater megnitude since it was charged with identifying and securing
public funds, especially from the federal governmment and the state government.
An active role in lobbying the state legislature snd the Congress for special
appropriations would be needed to gemerate the substential funding support

contemplated.
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The Technical Review Committee was charged with respomsibility for
oversight of the development of the Plan of the Consclidated Tramsportatiocn
Corridor, and with review, evaluation and technical oversight of the Plan at its
various etages. Concommitant with this technical role, the Committee was
designated to play the leading role in the selection of comsultants teo develop
the Plan and to moniter their schedules and progress.

The Budget and Plaunning Committee was given responsibility feor preparing
and maintaining an overall Financial Plan for the Corridor program and for
monitoring both revenues and expenditures. In addition, this Committee is the
focal point for coordination with the railroads. The Finance Committee; however,
‘remains the key approval -peint for expenditures or commitments imvolving Port

funds.

While organizing itself into committees, the goverming body of the JPA
mainteins & monthly schedule of meetings so that committee work takes place

regularly.

¥ork Program and §

At its first meeting in August of 1989, the CTC JPA reviewed the following

outline of the work program.
l. Engineering
a. Track configuration, connections and alternative
alignments
b. signalling systems
e. Bridgework
d. Grade separations/crossings
e. Depressed trainway alternative
f. Alameda Street widening
g. Right-of-way
h. Utilities
i. Costs
j. Phasing

2. Capacity Studies (operations analysis)
a. Review of train projections and highway traffic projections
b. Rail line capacity and Alameda Street capacity
c. Storage and staging
d. Local switching and other yard opersatioms
e. Passenger train interference

3. Ovwmership/operating Agreements

a. Valuation studies

b. Reciprocal trackage rights, short-line/beltline, or
acquisition, either by lease or purchase

c¢. Impartial dispatching and maintenance authority
(operations comtrol center)

d. Equal access to corridor snd to all port terminals

e. Labor impact issues

f. Lisbility issues
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g. Interstate Commerce Ccmmission review

4. Envivonmentsl Studies and Permitting
a. Environmental impesct report/envircnment impact statement
b. Mitigatioms
cs Permits
d. Franchise agreements
e. Development sgreements

5. Financial Plen
a. Shares for capital costs
b. Shares for maintenance, dispatching, snd other jeoint
cpersting costs

6. Legislation
a. Surface Transportation Assistsnce Act of 1992
b. Senate Concurrent Resslution #56
¢. Planning and Conservation League bond issue

7. Construction and Comstruction Mansgement

Further consideration of the necessary work led to focussing on mejor
elements of work necessary to undertake comstruction. This resulted in the
components and the schedule as shown in Figure 4. With comstruction beginning
about August of 193, it was anticipated that completion of the Corridor could
be accomplished by 1897 assuming no unusual delays and the availability of
funding.

{IRSERT FIGURE 4 ABOUT EHERE]

The initial study of the Southern Californias Association of Governments
completed in 1984 had estimated Corridor costs toc approximate $220 million. As
mentioned earlier in this report, those estimates had been revised upwerds with
the passage of the years. ' In the fall of 1989, Port staff working with the CIC
JPA made new estimates of the costs of the Corrider. In millions of 1989
dollars, the new cost estimates were:

Track and signal improvements $100
16 grade separations € $13 milliomn 208
Alameda Street widening 50
20% contingency 7z
Engineering, EIR, study and management 72

$502 million

The above estimstes do not include $117 million in federal funding
previously obtained for separste but related widening of Alameda Strest for about
half of the distance from the Ports teo the nerthern end of the Corridor, and for
construction of three grade separations along Alameda Street near the Ports .32
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Conclusion

The formation of the Consclidated Transportation Corridor Joint Powers
Authority represented & milesteone in the process of development of the Corridor.
It required not only the development of political comsensus on rocles among the
eight cities along the corrider and the County of Los Angeles, but also consent
of the three railroads te be placed in & cooperative organization for carrying
out their respomsibilities in the Corridor.

The initial work program and schedule adopted by the CTC JPA was an
ambitious one,; given the magnitude of the work to be accomplished and the
uncertainty of financing for the comsiderable costs of the Corridor. The JPA
proceeded to meet monthly, with committee meetings in the interim, using staff
support borrowed from the Ports of Long Beach and Los Angeles. This pattern
continued until March of 1989 when the JPA selectsd Gil V. Hicke ss Executive
Officer. Gil Bicks had been the SCAG project officer for the original
Consolidated Corridor Study, and subsequently tramnsferred to the Port of Long
Beach staff where he continued to play z major staff role in the work of the
Alameda Corridor Task Force and them the CTC JPA. Im the Spring of 198%, the
Ports advanced the JPA seven million dollars to fund consulting studies and
administrative expenses.
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Chapter V

DESIGNING THE CONSOLIDATED CORRIDOR

introduction

From 1984 to 1988, the general notion of the Consoclidated Corridor was for
a dual track, relatively high speed rail line between the Ports and the yards
and meinlines near downtown Los Angeles. The details of the design were left
unclear, and significant technical and policy questions went unanewered.

Would the Corridor concept put forth in the original SCAG study accommodate
the revised estimate of 106 trains a day when the study performed simulations
at the level of only 71 trains a day? How would industrial firms along the San
Pedro line be served if the Corridor provided only tow high speed tracks? What
would be the configuration of the improved Alameda Street and the rail lines?
How could conflicts between the Corridor and the east-west Amtrack line be
avoided? Should the rail lines be at surface, or depressed? What should be the
configuration of the grade separations to maximize treffic flow on the improved
Alameda Street?

This Chapter explores actioms to resolve these and related issues,
beginning in 1988 and continuing on beyond 1990.

In the 1988 strategic plan study by Transportation Marketing Services
(TMS), the assumption was made that the three railroade would have equal access
to the Corridor and to the new terminals. It was noted that "an equal access
provision ag)ears to be absolutely necessary to cobtain an agreement among the
railroads.” The Terminal Island study put forth the design for equal access.

The Corridor strategic plan envisioned construction of a dual track, grade
separated route using trackage primarily along the Southern Pacific San Pedro
Branch (which parallels Alameda Street), and also including portions of the Union
Pacific's West Los Angeles Branch in downtown Los Angeles and Union Pacific's
branch onto Terminal Island in the Port complex. The proposal included 18 new
grade separations at major streets. Based on earlier studies of cargo and
traneportation forecasts; TMS estimated the number of trains for each carrier
if the Transportaticn Corridor is built with equal access of each carrier to new
terminals. The results are shown in Table 2, which understates market share in
the present for the Santa Fe and Union Pacific railroads since much of their
cargo is trucked to downtown Los Angeles rail yards for loasding onto traims.
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TABLE 2

MARRET SHARE PROJECTIONS, BY RAILROCAD, BASED ON
ESTIMATED DAILY THROUGH TRAINS TO AND FROM PORTIS

YEAR: Present iges 20616 2020
Railroad Trains % Trains % FTrains Z Trains Z
Santa Fe 4 13 10 23 16 23 28 26
Scuthern
Pacific 18 58 23 52 28 41 41 3¢
Union Pacific ] 28 11 25 25 36 37 35
TOTALS 31 100 44 100 70 160 106 100
SOURCE ¢

While the TMS study estimated increased business for all three carriers,
it alsoc raised the questiom whether the Comsclidated Rail Corridor could handle
106 trainme daily, noting that the SCAG traffic simulstions in 1984 dealt with
a maximum of 71 trains 2 day. TMS called for detasiled trackage and operating
studies te confirm that a design could be developed that would accommodate 106
trains & day, or to identify the numwber that would have to use alternative
routes.>* It should be noted that plans for the Corridor sssume that the several
existing branch lines would remain operational and could, to some extent,
accommodate trains beyond the caspacity of the corridor.

.The TMS study team developed a conceptusl design intended to handle the
projected 106 trains a day. The basic features were:

"-Double track, reverse-signalled with centralized traffic contrel
(CTC), equipped throughout with controlled universal crossovers located
at three-mile intervals.

-Drill and yard trackage separate from main tracks.

-Equal and adequate access to sll port termimals.

~Connections te all intersecting branch lines and to all main line routes
emanating from downtown Los Angeles.

~-A11 signalled movements within .the Reil Cozridor to be controlled from

a single point.
-Grade separations of all major surface streets, and closure of most, if

not all, at-grede crossinge of minor strests.”

TMS also prepared am illustrative track comfiguration showing new and
upgraded connections to existing trackage, and alsoc proposed comstruction to
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minimize interference of AMTRAC passenger trains at a track crossing near
downtown Los Angeles.

Toward a Definitive Design

When the Joint Powers Authority was formed in August of 1989, the
development of a definitive design for the Corridor was at the top of its agenda.
On November 9, 1988, the Governing Board of the CTC JPA suthorized issusnce of
a Request for Proposals seeking a qualified engineering firm to produce the "Plan
of Consoclidated Transportation Corridor.®™ The RFP called for addressing the
msjor areas of concern in the overall development of the Corridor including
highway and rail capacity studies, conceptual engineering design of the highway,
grade separstions, and rail improvements -~- and an alternative depressed train
way. The RFP also called for preparation of the Environmental Impact Report and
Statement for the Plan. The $6 million study is scheduled for completion by July
of 1992, including completion of the environmental review process.™

{IKSERT FIGURE 5 ABOUT HERE]

Two north-south freeways originate in the vicinity of the Ports of San
Pedro and terminate in the complex of freeways in the central part of Los
Angeles. The Harbor freeway begins near the Port of Los Angeles and extends
about twenty miles morth. The Long Beach Freeway begins near the Port of Long
Beach, several miles to the east of the Harbor Freeway, and also extends some
twenty milee north. Both freeways carry high volumes of trucks from the Ports
in addition to other traffic.

The objective of improving Alameda Street is to provide a facility that
can favorably compete with the existing parallel freeways and can carry a major
part of the projected increase in Port generated truck traffic through the year
2020. The southern end of Alameda Street is being widened to six lanes with
Federal Ports Access Demonstration funding. Justification for further
improvements of Alameda Street, whether to an improved four lane street or an
improved six lane street, has not yet been conclusively established.
Consequently, the consultante are toc accomplish thorough studies to determine
the demand for an improved Alameda Street and to predict levels of service on
Alameda Street and the two parallel freeways.

This analysis will entail sssembling existing data on truck and automobile
traffic volumes for Alameda Street and the two flanking parallel freeways, and
for major east-west streets and highways. crossing Alameds Street. Taking into
account other planned transportation projects in the area and projected land use
and development, predictions are to be made of future traffic volumes and the
level of service for Alamede Street and its intersectioms. Measures of
performance are to include volume/capacity ratios, intersection capacity
utilization, and travel time and delay. Travel time estimates are to be made
for the Harbor Freeway and the Long Beach Freeway.
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These analyses are to be made for different scenarios, including no
improvement, improvement to four lanes, improvements to six lanes with east-west
grade separations, and improvements to four or six lanes with a depressed
railwey. The projections and analyses are intended to answer several important

guestionsa:

-Is widening Alameda Street from four lames to six lanes justified by the
projected vehicular demand along the corridor?

-To what degree will north-south traffic flow on Alameda Street be
enhanced under the various scenarios?

-How will intersection level of service be improved by the proposed
improvements along Alameda Street?

~To what degree will an improved Alameda Street compete with parallel
freeways for truck traffie?

On the assumption that there will be sufficient justification for
improvement of Alameda Street, the RFP called for development of a recommended
best approach for design of the Highway/Grade Separation Component of the Plan
of the Consolidated Transportation Corridor. The recommended approach is to be
compared subsequently to the alternative depressed railway.

Both & four lame and & six lame improvement are to be designed and
evaluated in terms of requirements and costs. Upgrading is to be to the State
of California standards. Right-of-way requirements are to be estimated and an
inventory prepared of all parcels/structures that would have to be acquired.
All costs are to be estimated, including right-of-way, relocation, engineering,
construction, utility relocation, drainage, and grade crossing protection. The
designs are to include improving connection of Alameda Street to the new Century

freeway and the Santa Monica Freeway.

The largest component of the design element is for grade separations. The
RFP called for identifying all street crossings that warrant grade separation
based on the traffic projections obtained from the capacity analyses. Eighteen
grade separstions were epecified as a minimum, including all major east-west
streets along the Corridor. Attention was called to the design criterion adopted
by the Alameds Corridor Task Force in June of 1988, which stated, "To the extent
possible, grade separations should be designed to eliminate traffic signals on
the Alameda Street Corridor.™ The suggested approach was a compressed diamond
interchange in which north-scuth traffic would not have to stop for signals.
This could be achieved by placing traffic signels on top of east-west overpasses.

A preferred design is to be recommended for each grade separation along
with an estimate of all costs. The recommendations are to take into account the

following goals:

-mitigating impacts of traim traffic
-providing access to adjacent land uses
-minimizing property acquisitiomns
-minimizing overall project costs, and
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~satisfying local concerms about sesthetics and community
disruptions.

The RFP also called for recommendations for closing of smaller streets that
would not logically be grade separated. Traffic enginsering mitigations are to
be recommended for minimizing the impacts on local businesses and communities.
For those streets not recommended for grade separation or closure, requirements
and costs are to be estimated for improving est-grade rail crossing protectien.

All proposed designs are to be reviewed with the Authority's member
agencies and jurisdictions; ‘and with the reilroads, the California Department
of Transportation, and the Califormie Public Utilities Commissionm.

The results of the capsacity analyses and the highway and intersection
design are te be integrated inte a recommended best approasch for improving
Alsmeds Street and for building east-west grade separations. The best approach
will later be compasred to the best approach for building a depressed railway so
that the governing board of the Authority may select the preferred alternative
from the two basic concepts.

The Scuthern Californis Association of Governmente study that proposed the
Consolidated Corridor in 1984 envisioned two future scenarics: the low scenaric
was for 37 trains a day while the high one was for 71 traims a2 day. During the
remainder of the 80ts, Port traffic was approaching the lower scensric of 37
trains & day envisioned for the year 2010. In 1988, the Ports increased their
estimate of train traffic in 2020 to 106 traine & day to and from the Port areas.

Consequently, the first element of work called for in the RFP is for a
review of estimates of train traffic. The estimstes are to be refimed for
existing rall traffic -- port related trains, non-port related trains, and loeal
switching movements -- by conferring with the Southern Pacific, Santa Fe, and
Union Pacific railroads. Of vital importance, estimstes of future train traffie
are to be refined as necessary based on-projected tonnage, projected port-related
rail growth, and other assumptions provided by the Ports.

In consultation with the Ports, projected rail traffic is to be allocated
to rail carriers and to specific port terminals. Estimates are to be made of
running timee for all rail lines, and turn-around .times at Port terminals are

to be estimated.

Given the foregoing information, two simulations are to be made for two
scenarios. The first scemario is the status quo with sll through trains using
the rail carriers own lines. The second scensric is the CIC alternative with
all Port-related traime using the CTC (some local traims would still use the
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other lines to serve local industries). For each scenarioc, the simulation is
to:
~-quantify projected train delays for local and through trains, noting
location, time of day, and type of train; sum total delays for s 24-hour
period,
-agtimate predicted number of stops per day by through trains at mailrosd
crossings that could have significant impacts on street traffic and,
-estimate the number of train meets per day between through trains
that would have significsnt impacts om traffie.

The consultants are to evaluate the ability of the consclidated cerridor
to handle projected levels ‘of through train traffic, local switching, and
terminal activity. To the extent that the planned corridor track configuration
would yield unacceptable levels of delay, modifications are tc be made to the
trackage comfiguration and & resimulation is to be made to verify operatiocnal
feasibility. If necessary to handle forecasted traffic, "overflow" trains may

be routed onto existing rail lines.

Evaluations of several additional requirements are to be made. At the
northern end of the corridor, needs are toc be evaluated for storage or staging
tracks for through trains en route to the comsolidated corridor. At the Port
end of the corridor, an evaluation is to be made of the capacity of all trackage
leading into the Ports. An evaluation is to be made of the need for storage or
staging tracks at the southerm end of the corridor, and of the need for support

trackage in Port terminal areas.

An evaluation is also to be made of potential interference of CTC trains
with passenger trains and freight trains on "downtown" trackage.

Railroad Conceptual Design

Based on the capacity and operational analyses, a best sapproach for
designing the railroad element of the Corridor, at-grade and with east-west grade
separations, is to be recommended. All costs for the design are to be
recommended. In arriving at the best approach, a number of major tasks must be

accomplished.

To resclve concerns about possible interference with Amtrack traims,
alternatives for grade-separated passenger and freight train corridors are to
be evaluated. Right-of~way requirements are to be evaluated and all construction
costs are to be estimated.  Similarly, altermative alignments and track
configurations are to be evaluated for both the northern and the southern ends
of the Corridor. Right-of-way requirements are to be evaluated and comstruction’
costs estimated for ell altermatives.

Required storing and staging trackage are to be designed, right-cf-way
requirements evaluated, and comstruction costs estimated.

The proposed track configuration and signal system for the "spine” of the
Corridor is to be designed in coordination with the highway design effort. Clear
identification is to be made of all right-of-way requirements, all track
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locations, location of universal cross-cvers, power switches and turnouts, drill
tracks, and storage tracks. All costs are to be estimsted. Imn =additiomn,
conceptual designs and cost estimates are to be prepared for sound walls and
other mitigation measures that may be recommended by the Envirommentel Iwmpact
Report subecontractor. (The overall construction cost estimates for the CTC do
not imclude the cost of sound walle.)

All of these designs are to be reviewed with the rallreasds, the mewmber
agencies and jurisdictiocns of the JPA, Amtrack, the California Department of
Transpertation, and the California Public Utilities Commission. Following these
reviews, the consultant is to develop recommendations for the railrcad element
of the Plan of the CTC reflecting consensus on the best approach for designing
the railroad at-grade with easst-wast grade separations. A phased implementation
plan and schedule 3ies to be prepared along with an anslysies of the risks
associated with project costs and schedule.

The Corridor cities of Compton and Huntington Perk have been strong
proponents of a depressed rallway to mitigate disruption to existing land uses
and to reduce noise levels. As & result, the RFP calls for design for a
depressed railway to begin in Compton at the socuth. Several major tasks are
necessary. Because the route is through what bave lomg been industrial areas,
both existing data on soil conditions and data from additional soil borings are
to be analyzed to determine conditioms. The location of underground utilities,
sewers and storm drains and any other undergroumd infrastructure is toc be

determined.

The depressed railway design is to provide for a minimum of two tracks,
2 maintenance roadway and a walkway. Because it will be necessary to continue
rail service to local industries, the design is to include an auxiliary track
at-grade parallel to the depressed railway. Conceptual designs for east-west
bridges for roadways crossing the depressed railway, compatible with plane teo
improve Alameds Street, are to be prepared.

Costs are to be estimeted for right-of-way, and conmstruction including:
bridges, utility relocation, drainage, excavation, preparation of subgrade,
tracks, signal and communicetions facilities, concrete bed, vertical walls,
struts, fences, and any additional mitigations recommended by the EIR

subcontractor.

A1l proposed designs are to be reviewed with interested parties, and the
results of the depressed railway design are to be integrated to define a complete
Plan of the CTC. Thie complete Plan for the depresséd option is to be compared
and contrasted with the at-grade Plan design. A recommendation as to these two
elternstives is to be formulated for comsideration by the JPA governing board.

The comsultants to the JPA for the capacity and conceptual engineering
design studies prepared sketches illustrating the altermative configuratioms to
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be studied, and they re presented here to show the design alternatives.
[INSERT FIGURE 6 ABOUT EERE]

Figure six represents typical grade separations and cross sections with
four lanes of traffic on the west side of the railrcad. Alameda Street also
could be six lanes in this east-west grade separation scheme. The center lanes
of traffic are free flow north and south bound. The turning movement connections
to the east-west streets occur on top of the grade separation. The railrocad has
two mainline tracks with & local service spur track. The main advantsge to this
configuration is that traffic on Alameda STreet flows without interruption by
traffic signale, making it 8 "quasi freeway.” The greatest disadvantage is that
the grade separations would pecessarily take considerable property along the
east-west streets, causing relocation of numbers of property owners.
" Aesthetically, the overpasses would not be attractive additions to the urban

scenle.

{INSERT FIGURE 7 ABOUT HERE]

Figure seven presents typical grade separations and cross sections with
gix lanes of traffic on Alameda Street with three traffic lanes in separate one-
direction roadways with the railroad in the middle. Alameda Street traffic would
be free flow with turning movements on top of the overpasses. The railroad would
have two mainline tracks and a spur track for local services. As with the
previous alternative, considerable property would have to be taken for
construction of the grade separations and the overpasses would not be
aesthetically pleassing structures. The advantage would be the uninterrupted flow

of traffic on Alameds Street.

{INSERT FIGURE 8 ABOUT HERE]

Figure eight illustrates what & depressed railway could look like. The
two mainline tracks would be- depressed with a local spur on top along the
surface. The Figure shows six lanes of traffic on Alameda Street, but in this
case there would necessarily be traffic signale at east-weet street crossings,
elowing down traffic on Alameda Street. While this scheme avoids the massive
overpasses called for in the other alternatives, it sacrifices traffic speeds
on Alameda Street. It remains to be seen whether the depressed railway opticn
is less or more costly than the surface railroad with massive grade separations.

The consultants sre to prepare an Environmental Impact Report pursuant to
the California Environmental Quality Act. Because federal funding will be sought
for project elements, the report is also to meet the requirements of the National
Eanvironmental Quality Aect. The report is to cover the Alameds Street
alternatives including the status quo and both a four and a six lame optiom.
Both the at-grade and the depressed railway options are to be covered. Specific
studies to be conducted include:

-noise
-vibration
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-air quality

-land use

-gociceconomic, and

~traffic, ineluding vehicular delays at grade crossings.

As part of the Environmental Impect Report tasks, specific mitigatiom
measures are to be identified and fed intc the conceptual designs and cost
estimates of the highway and rail elements of the Plan. The consultant is to
develop a public participation program and conduct workshops and participate in
public hearings on the Environmental Impact Rsport.

As a result of the work to be completed by the consultants, by July of 1992
the JPA will have the costs and benefits of altermative designs spelled out and
will have a recommendation from the consultants as to the preferred design for
the Plan of the Corridor, whether an at-grade or depressed railway. The JPA will
thus be in a position to adopt the "Plan” and proceed with final engineering and
construction, assuming that funding can be secured and that ownership and
cperating issues are resclved with the railroads. It remains to be seen whether
the at-grade railway initially envisioned will win out over the environmentally
less intrusive depressed railway option preferred by the cities with residential
areas along the route.
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Chepter VI

RATL. OWNERSHIP AND OPERATIONS

Comstruction of the rail corridoer raises a number of issues. Who is going
to make the capital investment, and who will own the resulting improved Corridor?
If the rail Corridor is to remain in railroad ownership, what would be the
justification for public investment, or muld it be necessary for the ra.ilroad
to make the capital improvements?

‘Assuming questions of ownership are resolved; how will the Corrider be
operated? How will neutral dispatching be achieved sc that no one railroad has
& competitive advantage over the others? What entity will be respcmi‘ble fer
dispatching, and for msintensnce of the Corrider?

These and related guestions concerning operations have been referred to
the three railroads in their rele of the Adviscry Railrocad Operationsl Board of
Control of the CTC Joint Powers Authority. The railroads have been asked to
recommend a plan for operatioms with at least tentstive agreement among

themselves by January of 1991.

This Chapter will review experience of other ports, and the experience of
the Port of Los Angeles in belt line operations. Ouwnership options will be
explored, and methods of valuing railroad preoperty will be discussed. Then,
operating issues and alternatives will be anslyzed, and recommendations will be

put forward.

In the hope of gaining insight intoc how the Ports of San Pedro might deal
with the Consolidated Corridor, & survey was made of other major ports in the
United States. As far as could be determined from respendents, none of them had
dealt with s situation directly paralleling the planned CTC. There were,
however, two examples of railroad ocperatioms that have relevance.

The City of Tacoms owns & "belt line" railrcad that serves the Port of
Tacoma and some 70 industries located along the Belt Line. The Tacoma Municipal
Belt Line ies a tariff zailroad which operates asutconomously with its own rates.
Other railrocads deliver amd pick up rail cars from the entity. The Belt Line
operates over 24 miles of track and conducts approximately 85 million a year in

business .0

" The Port of Houston is served by the Port Terminal Railrcad Asscciation,
which is composed of five member railroads and the Port Authority. The
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Assccilation was formed in 1924 to facilitate the flow of rail traffic in and ocut
of the Port, and now handles 500,000 cars a year. The Association has some 400
employees, and has its own union agreements. Member railroads furnish
locomotives by percemtage of usage based on car counts. All railroads deliver
cars to the Port's North yard where they are classified for makeup into trains
for delivery. Tracks are leased from the Port, and the Association is responsible
for maintenance and improvements. Monthly costs are computed as & cost per car
and then charged te each railroad.3®

In the 1920's, the Port of Los Angeles formed a Harbor Belt Line with the
three railroads serving the Port. The Board of Contrcl is comprised of members
from the Southern Pacific (two members), the Union Pacific, the Santa Fe, and
the Port of Los Angeles. Actual operations alternate monthly between the
Scuthern Pacific aend the Union Pacific. The Belt Line contracts with the
railrcads for maintenance of tracks. The total cost of the Belt Line for each
year i1s prorated asmong the railroads based on proportionate number of cars.
Trackage is owned by the Port of Los Angeles, the Southern Pacific, and the Union
Pacific -- the Santa Fe owns no trackage.

By mutual agreement, unit trains -- basically trains with all one commodity
such as petroleum or ccke -- are delivered by each railrocad directly to the
terminal without using the Belt Line. The Belt Line handles about 24,000 cars

2 year.

The work program of the CTC JPA calls for railroad property valuation
studies to be conducted during 1990. These studies would be required if the JPA
were to acquizre the railrcad property inm the Corridor by lease or purchase, which
likely wold be required if the Ports through the JPA are to make the significant
capital improvements envisioned in the Corridor. The Ports would probably be
prohibited by law from making the Corridor improvements unless they had an
ownership interest. )

The Southern Pacific railroad, which owns the main right-of-way for the
Corridor, had early taken the position that it would not set a lease or purchase
price for its right-of-way but would expect toc be made an offer. Determining
the asmount of such an offer is not a simple task since there are a variety of
methods for estimating the value of railroad properties.“‘ The smaller segments
of right-of-way in the Corridor owned by the Santa Fe and ‘the Union Pacific
would, of course, be included in the valuation studies.

Railroad rights-of-way are unusual properties since they are by nature long
and thin strips of real estate not readily suitable for most kinds of development
and use. Yet, as urban transportation corridors they may have uniquely high
value. If the JPA is not able to amicably negotiate an agreement to acquire the
rights-of-way, there would be the possibility of condemmation by the JPA which
would require solid justification of the dollar smount of compensation to be paid
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te the railrcads. Arrival at the lease or purchase value of the rights-of-way
thus could be crucisl to the implementatiop of the Corridoer.

Railroad line valuation has & long history, including an elaborate set of
valuations dome by the Interstate Commerce Commission early in this cemtury.
These valuations and court cases have made the task of arriving st defensible
valuations technically and legally complex. The following discussion of
valuation methods relies heavily on the wo:k @f Transportation Marketing
Services, Inc. in their 1988 Co dated Rai rridor Strategic Plan in which

The Net Liquidated Value (NLV) assumes absndomment of the railway, sale
of the hardware, and separste sale of the real estate. The Southern Pacific is
not, of course, -going to abandon the line, but it might argue that the fair
market value of the right-of-way for non-rail uses would exceed its value for
rail uses. The total amount of land represented by the right-of-way is
considerable, yet the narrowness of the strip would limit the types of
development that could be undertaken, thus decreasing the market value of the
land even though it is in an urban avea.

Bock value, or original cost less depreciation, is a method of valuation
which may have little relevance to the current market simce scquisition of land
and construction of the railway toock place in 2 much esrlier time when costs were
fsr lower tham at present. Arrivimg at such a valuation is made difficult by
the fact that the railroads are likely to refuse te open their books for
inspection. An spproximation of book value might be gained, however, by using
the State Board of Equalization's assessed value of the rail lines.

Perhaps the most realistic method of valuation of the rail lines is to
treat them as if they were to comtinue in vail use for freight and to calculste
the "Going Concern Value."” Thie value, as for any business, wold represent the
discounted present value of the potential earnings of the business. Indeed, the
projections by the Ports indicate increseed traffic on into the future and hence
an increasing earnings value. '

" A major technical problem in applying this msthed is how to determine how’
much of the total Port related revenues ¢f the railroade should be allocated to
the relatively short corridor segment of the total rail carrier's system. One
possible approach is toc determime the market value of esch of the railroads and
then apportion back toc the corridor the applicsble fraction of the total. The
railroads, of course, could argue that the corridor value exceeds the average
per mile value of the totsl system mileage. In any case, this method of
valuation will require an appraiser who is thoroughly knowledgesble of rail
revenues, costs, and merket valus.
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It is common practice to appraise commercial end residentisl real estate
on the basis of the sales price of comparable properties. This provides a
realistic estimate of what price a particular property will bring when placed
on the market. Compared to typical residential and commercial property, however,
sales of railrocad properties take place in dissimilar urban markets and vary
econsiderably in the characteristics of the property sold. KNevertheless, sales
of railroad property comparable to the corridor do tske place around the country
and offer an dindication of wmarketplace values contrasted with  sasbstract
caleculations of value. The appraiser, of course, must be competent to adjust
for dissimilarities in arriving at a valuation for the corridor.

Begotiatjons

With the several estimates of value in hand, the JPA will be in a position
to negotiate knowledgeably for acquisition of the right-of-way, whether by sale
or lesse. The railroads will, of course, seek the highest possible price while
the JPA will seek a more economical price below the highest of their valuations.

The simple fact that the JPA has had professional valuations of the property
made will give credibility in the negotiations. If an agreesble transaction is
not achieved through negotiations, the JPA will have the option to proceed to
exercise eminent domain and take the property through & condemmation proceeding
where the court will determine the compensation to be paid to the railroads.
In that case, the valuation studies prepared for the JPA can be entered in
evidence and are likely to be influential with the court. At its meeting of July
12, 1990, the JPA considered proceeding with a valuation study to provide the
needed information.%

Railroad Issues snd Operating Alternatives

At the time of preparation of the Consolidated Rail Corridor Strategic

in 1988, staff of Transportation Marketing services Inc. (TMS) explored with each
of the three railroads their views and concerns concerming the Corridor, and
their ideas a&s to operation of the Corridor. The railroads had been engaged in
discussions of the Corridor since the Southern California Association of
Governments* original study in 1984. The Santa Fe and the Union Pacific early
gave cautious support to the conmcept, while the Southern Pacific carefully
withheld approval of the concept.

By 1988, both the Sante Fe and the Union Pacific railroads were generally
favorable to the Corridor proposal, but expressed several concerns. Both
railroads considered it essential for all three railroads to have equal access
to all future Port terminals, rather than to be restricted by the historical
extension of trackage into the Ports. The Southern Pacific, in turn was
concerned that the Corridor might take away business from the Intermodal
Container Transfer Facility (ICTF) which had proven a huge success. The ICTF
handled 315,000 containers in 1987, approaching design capacity of 350,000
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containers so repidly that the Socutherm Pacific began a major expansiocn of the
facility in that year.

In addition to emphasizing equal access to all future terminals, both the
Santa Fe and the Unien Pacific eslled for am impartisl operating suthority to
control movements of all three railrcads in and out of the Ports, and preferably
also to control ship movements. Neither railroad wanted to be in the positien
of being a tensnt of the Scutherm Pacific. The Sants Fe identified the need for
holding capacity inm the Port areas for empty eguipmsnt, and the need for a
selution to interferemce from Amtrack operatiom.

Southern Pacific menagement in 1988 expressed skepticism about the Corrider
and voiced a number of concerms. A major concernm was that the Corrider might
take businese away from the Intermeodal Container Trensfer Facility (ICTF). The
Southern Pacific naturally wants to protect existing and future investments in
the ICTF.

Southern Pacific menagement had a number of other comcerms. They were
skeptical of the reasonableness and relisbility of the assumptions underlying
the traffic forecasts shown in the 2020 Plan. The Ports, however, had
commissioned an updating of these forecasts in 1988 and confirmed the earlier
forecasts. In addition, during the 1980's growth im traffic through the Ports
was somswhat ahead of forecasts soc that with the passage of time, the forecasta
appear increasingly resscnsble.

Scuthern Pacific was, of course, especially interested in the terms of sale
of Corrider property, and requested that any proposed agreement submitted to it
ineclude a price for the property to be scquired as it would not set an asking
price. The valuation study to be made by the CIC JPA in 1990 will provide the
JPA with the information necessary to determine the price of an offer to the
railroads, and will aid the JPA in deciding whether to seek a lease of rights-
of-way or outright purchase. Further, the Southern Pacific also-asked that any
proposed agreement submitted to it include whether the railroads would be
expected to contribute capital for Corrider construction.* The work program
for the JPA plans for & preliminary financial plan in January of 1991, concurrent
with a preliminary operating agreement with the railroads, at which time shares
of capital costs for the Corrider will be addressed.

. Southern Pacific slsc guestiocmed whether the rail faecilities within the
Ports area were sufficient to handle switching, staging, and marshalling of the
projected volume of traffic. The capacity studies being conducted in 1990, along
with the facilities study of 1988 will either confirm sufficient capacity or lead
to revisioms to the plans to accommodate traffic through the Corridor and the
Ports. Finally, Southern Pacific wanted assurance that they would have the
continuing ability to serve current asnd future shippers along the San Pedro
branch. This comcern is being addressed in the design for the Corrider by
providing a local track to serve businesses along the line in additiom to the
two through tracks of the Corridoer.

Despite concerns raised by the railroads, their ability te share in the
growth of Port business provides them a strong reason te ccoperate. In the
absence of raeil improvements like those to be provided by the Corridor, it is
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likely that the Ports of San Pedro would have lessened ability to compete with
other west coast ports for inmereased business. The overburdened highway and
street system could not efficiently absorb the number of trucks that would be
required to move increased container traffic to downtown Los Angeles. Similarly,
increasing rail traffic on the existing branches to the levels projected for the
year 2020 would entail far greater investments in mitigation measures such as
grade separations, noise walls and rail facilities improvements.

During the course of the TMS study in 1988, the Southern Pacific did agzee
with the other railrocads on the principle of equal access by &ll three railroads
to future terminals or facilities constructed to handle traffic to and from the
Ports.®® This agreement resclved one of the major issues among the railrcads.

The Santa Fe and the Union Pacific had raised the second major issue, which
was the need for an impartial operating authority to comtzrol movements of all
three railroads into and out of the Ports.

Of strong interest to the railroads as well as to the Ports are the issues
of ownership of the Corridor and its operation. The schedule for the JPA work
program calls for these issues to be resolved through negotiations during the
first ten months of 1991, with the intention that the railrcads would initially
propose a plan for ownership and operatioms by January of 1991.

The TMS study in 1988 addressed these issues and conducted interviews with
the Ports and the railroads before arriving at their recommendatioms. TMS
considered three alternastive schemes of ownership. One possibility would be to
have the railroads retain existing owmership and lease trackage rights to each
other, whichk could require the railroads to make all capital improvements.
Instead of leasing trackage from one another, the railroads could make reciprocal
trackage agreements trading trackage rights at other points in their systems to
achieve an agreement.46 This could be a complex arrangement which TMS found to
be of little attraction to the railroads.

The second alternative would be for the three railrcads to form a jointly
owned company with shared responsibility for capital improvements, maintenance
and operating costs. At various locations in the U.S., railroads have formed
such companies for operations of terminals and other facilities. Such an
arrangement has worked will for the Port of Houston, for example. On a much
smaller scale, the Port of Los Angeles Belt Line has been operating moderately
well for decades. TMS found little enthusiasm on the part of the railrcads for
such sn arrangement, perhaps partly because of the possibility of shared capital
costs, and bacause of dissatisfaction with joint companies elsewhere.

The third alternative form of ownership, viewed with favor by the railroads
and recommended by TMS, was for the Ports to form an independent orgamization
te acquire the property and to accomplish construction of necessary improvements.
Formation of the CTC JPA was a major step in this direction, and the valuation
study will establish the basis for the JPA to lease or purchase the railroad
property. If the JPA does decide to acquire the railroad property, it will
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greatly simplify coordimation of construction of the various elements of the
Corridor as contrasted with the railroads separately making cepital improvements
while comstruction of the grade separations and widening of Alameda Street were
being done by the JPA. If the JPA became owner of the Corridor, it could mske
the necessary improvements and then lease back the Corridor to an entity formed
by the railroads for coperstions, or provide for operations itself.

The question of what emtity should cperate the Corridor omce comstructed
was alsc addressed by the TMS study. Based on discussions with the railrecads, -
TMS concluded that Corridor operation required seversl characteristics. Overall
-operation, especislly train scheduling and dispatching, must be neutral as to
the three railroads. This issue is especially important te the railrosds because
timely delivery of cargo has become critically important now that container ships
may be in Port for ounly 8-10 hours . Thus, nome of the railroads want to take
the chance that snother railroad might give priority to its own traffic to the
detriment of others.

The second required characteristic was that the three railrocads have equal
access to the Corridor, equal in terms of usage costs as well as to priority of
use. Simply put, the railrcads did not want any railread to gain a competitive
advantage from the Corridor. A closely related requirement was that each of the
railroads must have equal access to the new terminsl facilities comstructed by
the Ports and thus equal opportunity to psrticipate inm market growth.

TMS considered, and discussed with the railroads, three alternatives for
operation of the Corridor. The railroads preferred; and TMS recommended, the
formation of an independent operating suthority under the auspices of the Ports.
The new operating authority would comtrol all through movements of the three
railroads ss well as local Southern Pacific train movements in the .Corridor.
Close coordination would be needed with Port terminal operators to coordinsate
train movements with ship movements, as well as close coordination with main
line dispatchers of the three railroads. Close coordimation would alsc be needed
with maintenance of the Corrideor trackage and signal systems.‘s

Two options rejected by the TMS study were crestion of an operating emtity-
jointly owned by the railroads, and an arrangement where the railroads would
grant trackage rights to each other, retaining dispatching. Although these were
rejected in 1988, it is possible for the railroads to propose either of these
alternatives to the JPA in January of 1991. For example, it would be possible
for the JPA to acquire ownership of the trackage, comstruct needed improvements,
and then lease the Corridor to an entity owned by the railroads which would
accomplish operations by engaging a neutral third-party conmtractor. Or, the
existing Port of Lomg Beach Belt Line could be strengthened and expanded to
become the operator of the Corridor.

Cooperation of the railroad clearly is essentisl to success of the
Corridor, no matter which methods of owmership and operation are chosen. During
the 1980's, the Santa Fe and the Union Pacific were cautious in their support
of the concept of the CIC, while the Southern Pacific carefully withheld its
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approval of the Corridor. Gradually, in the late 1980's the Southern Pacific
appeered to be accepting the inevitability of the CTC. Finally, speaking to the
Long Beach Chamber of Commerce meeting on December 8, 1989, D. Michael Mohan,
the President of the Southern Pacific Transportation Company, said his railroad
would cooperate in the project to shift all waterfromt rail traffic to Southern
Pacific's Alameda Street Line. He did stipulate that Scuthern Pacific expected
te receive full and fair compensation for its property and competitive positiomn.
At tbe same meeting, senior executives of the Santa Fe snd the Unien Pacific
affirmed that they supported the consolidation.*’ Even so, by mid-1990, the
Railrcad Advisory Board of the JPA had not met and there was nc evidence to
suggest that the railroads were ready to take the lead in developing a plan for
the ownership or operatiom of the Corridor. ' To be '‘sure, the proposed CIC is
only & tiny segment of the thousands of miles of tracks operated by the three
railroads and surely not on the priority list of any of them. Whether the
railroads will come up with a proposal by the JPA's target of January 1991 is
questionable, but still possible. It is alsoc possible that the Federal Railway
Administration could facilitate discussions-tec avoid any possible wvioclation of
the Antitrust Act.>®

Recommendations

Although closely related, the questions of ownership and operations involve
separate comsiderations and are best addressed independently.

Qwmership

The 1988 recommendation that an entity of the Ports acquire the Corridor
right-of-way and construect all improvements appears to be the best resolution
of the owmership question. The JPA is the reguisite entity and possesses the
necessary powers. The JPA should also acquire all trackage within the Ports so
that a totally efficient system can be constructed to interface with the main
yards and lines of the three railroads. The preferred form of owmerships is
outright purchase rather than lease as the corridor will be essential toc Port
operations for the foreseeable future. Through ownership the JPA will not only
facilitate efficient and compatible construction of the elements of the CIC, but
also will be able to ensure equal access by the railroads to all Port terminsls.

COperaticns

‘ Ownership of the CTC by the JPA does not necessarily require operation by
the JPA even though that was' the recommendation of TMS in 1988 based om
preferences of the railroade at that time. There is no evident compelling reason
for the Ports themselves, or their entity the JPA, to go into the railroad
business by operating the CIC.

This author recommends the Ports, the JPA and the railrcads thoroughly
consider the success of the Port of Houston and its five serving railrcads in
forming a jointly ocwned Association to handle all Port related rail operatioms.
A&s was done in Bouston, the JPA could lease the Corridor trackage to an
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Association of the three Railroads; charging enough to recoup acquisition and
construction costs, and allowing the Association to handle scheduling,
dispatching, switching, and meintenance. The JPA would build and lesse the
necessary operations control center and systems to meet the operating needs of
the railrcads. While in Houston the Assocciation provides crews and dirvectly
conducts operations, & similar Asscciation for the CTC could contract with &
third party operater for both operations snd meintenance, thus gaining the
operational neutrality sought by the railrocads.

Conclusion

It seems unlikely that the railroads will volumtarily take the imitiative
in resolving the issuss of Corrider ownership, fimancing, comstruction and
operations. The work program and schedule of the CIC JPA envisiocns resclutiom
of these issues in the first helf of 1991, with the implicit assumption that the
Railroad Advisory Board of the JPA will come up with at least the initial plan
and agreement among the railrocads.

The most straightforward approach may be for the JPA to move promptly with
valuation studies, acguire the necessary railroad property, and proceed with
construction of the CTC while continuing to press the railroads to create the
operating entity and agreements. If the railrosds are unwilling or umable to
do so, the CTC JPA could contract with a third party operator to coperate and
maintain the CTC, charging the railrosds on a per-cer basis to recover capital
investments and cperating costs.
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Chapter VII

FINANCING THE CORRIDOR

Introduction

Over the years beginning with the SCAG study in 1984, cost estimates for
the CIC have been revised steadily upward. Beginning from an initial figure of
$220 million, by May of 1990 JPA estimated had risen to $502 million for the
Corridor itself, plus an estimsted $297 million for improvements within the Ports
themselves inecluding grade -separatioms, rail improvements, and’ highway
improvements. At no time since origination of the Corrider concept has there
been a financial plan for these substantial costs. In the work program of the
JPA (Figure 4), a preliminary financial plan is called for iam January of 1991},
with subsequent refinements to be accomplished when more detailed cost estimates
are available from the design engineering to be completed in 1991, and thereafter
when the f£inal engineering studies are completed.

In the cost estimates referred to above, the cost of scquiring railroad
property in the Corridor has not been included, pending conduct of wvaluation
studies and a policy decision that the JPA will in fact acquire Corridor

ownership.

The JPA agreement gives the JPA the authority to issue revenue bonds
(subject to approval of the cities of Long Beach and Loe Angeles). Repayment
of the bonds is anticipsted from revenue generated by the CTC, or by pledges of
revenues from the Ports or other agencies. Until revenue bonds can be issued,
the JPA agreemant provides for staff and comsulting contract costs to be loaned
to the JPA with repayment made to the Ports at such time as revenue bonds are
issued. .

&t this time, major financing issues are unresolved. Who should pay for
the construction of the CTC? 1Is it a federal, state or local responsibility?
Should the railroads make capital investments in the rail facilities? What part
of the costs should be borme by users of the Ports? To the extent possible at
this time, this Chapter will examine these and related issues and suggest
directions that may be taken by the JPA.

Investment Interests

‘The Ports of Said Pedro do not just serve the cities of Long Beach and Los
Angeles, but provide important services to the entire Los Angeles metropolitan
region, the State of California, the western states, and to a large degree, the
entire country. Thus there are multiple interests in the future of the Ports.

Approximately fifty percent of the container cargo that comes through the
Ports is destined for points east of the Rockies, as far away as the east coast,
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Container traffic is the fastest growing segment of Port activity, and a
significant element of the requirement for port expansion.

Businesses and comsumers throughout the United States bemefit from the
import snd export activities of the Ports of San Pedro, and the natiomal economy
is linked to internaticnal trade, much of which moves through the largeet and
busiest of the nation's porte, the Ports of Ssn Pedre. Thus there is & natiocnal
interest in the continusd growth and development of the Ports.

One measure of the Portts significance is in customs revenues derived from
Port activity. In 1988, the Los Angeles District of the U.S. Customs Service
collected $3,487,560,402, by far the largest part collected at the Porcs of San
Pedro, with a smaller part collected at the airports in the region.’! If Port
forecaste are correct, Port activity will more than double by the year 2020,
providing necessary capital investments are mede, thus producing a gain of
approximately $3 billion & year in increassed custome revenue. The feaderal
government could well afford to maks an investment of $892 millien to finance
the CTC as & means of gaining an annual increased incoms of $3 billiom.

It may be argued that the federal government need make no investment in
the Ports of San Pedroc and rely instead on the hope that the Ports, or other
ports on the west coast, will find the necessary funds to meet the demands of
increasing international trade. Yet the sesports are essential to the natiocmal
economy, certainly as essential as the interstate highway system, or any other
of the objects of federal investment in infrastructure comstruction. This author
is not suggesting that the entire cost of the Port's 2020 plan be funded by the
federsl government, although that might well be appropriste. The suggestion that
is made is that the federal government fund a2 msjor part of the CTC, especially
the grade separations and highway improvements thst integrate landside truck
transportaticn with the highway systems of the region and nation.

The robust and growing economy of the State of California alsc depends on
international trade, and the Ports of San Pedrc are by far the largest ports in
the State. Estimates are that one million jobs in the Los Angeles region depend
on the Ports. While estimates for the rest of the State are not availasble, an
important number are supported in the large agricultural businesses throughout
the state that export through the Ports of San Pedro. Consumer in the State
benefit from imports,- of course, while businesses benefit both from imports and
exports. Because the economic benefits provided by the Ports aré widely
dispersed throughout the region and the State, there is good reason for the State
of California to imvest cspital in the tramsportationm infrastructure needed to
integrate Port traffic into the transportation system. While no estimates are
available of the revenues the State gains from Port sctivity, the State has =2
perscnal and corporate income tax that produces significant revenues from the
jobs end businesses dependent on the Ports.
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The Cities of Long Beach and Los Angeles, the owners of the Ports do not
gain any revenue directly from the Porte. Instead, the Ports operate as non-
profit entitiees generating sufficient revenues from operatiocns to pay their
ongoing costs and to meet ordinaery needs for investments to accommodate growth.
Long Beach and Los Angeles, as well as the other cities in the region, do benefit
indirectly through the jobs and businesses made possible by Port activities.

The CTC Joint Powers Authority estimates the Corridor, by allowing the
POrts to implement the 2020 Plan, will result in an estimsted increase of $46
billion in ecomomic output (gross sales) in the five county region over the
pericd 2000 to 2020. By the year 2020, it is estimated that the CTC will have
generated an additional 37,000 international trade related jobs, and that in the
year 2020, the CTC will generate an estimated $966 million in additional wages,
and $2.9 billion in additional economie output. Some SEOOO jobs will be
generated during the years of comstruction of the Corridor.>

Users: tereste

The private sector users of the Ports have a direct interest in Port
capacity expansion, including the maritime industry as well as the trucking and
rail transportation industries, and all the importers and exporters served by
those industries. In the normal course of business, these private businesses
pay the costs of the Ports through a somewhat intricate system of fees, charges
and leases sdministered by the Ports. The Ports lease terminals and facilities
te private firms, and in addition assess charges against ships and the movement
of carge. The revenues collected by the Ports from private firms provide the
means not only of paying for ongoing operatiomns, but also the revenues needed
to pay off revenue bonds used to finance major capital improvements. There is
no available estimate of the benefits gained by private businesses from Port
activities, except in the contributions by the Ports to grose ecomnomic activity
cited above. Obviously, the profitability of the many businesses operative at
the Ports, or dependent on the Ports will be enhanced by the growth in Port
activity made possible by the CTIC.

Cocste to Be F ce

While different cost estimates for comstruction of the CTC have been given
heretofore, it will be useful to enumerate here the estimated costs of
constructing the Torridor, including a purely speculative number for the cost
of acquiring the right-of-way from the railroads on the assumption that the JPA
will conclude that ownership of the CTC is the best option. These cost
estimstes, while being used by the CTC JPA, may underge substantisl revision -
- probably upwerd -- when more precise estimates are provided from the detailed
engineering studies to be made in the future.
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For present purposes, the cost estimstes are shown in the following table:

Isble 3
CONSOLIDATED TRANSPORTATICN CORRIDOR

PROJECT COST ESTIMATES
(MILLIONS OF 198% DOLLARS)

) Track andSignal Improvements $10¢

16 Grade Sepsratioms @ $13 Milliom 208
Alameda Street Widening, N of SR 91 50

Subtotal - $358
207 Comtingency $§ 72
Construction Costs $430

Engineering, EIR study, and
Construction Management Costs $§ 72
Subtotal $502

N Grade Separations, Rail Improvemem:s,
Highway Improvements in Harbor Areas $297
TOTAL $799

Sources CIC JPA Southern idor. May

1990, P. 11.

It mey be recalled that the $297 million im Port Infrastructure
Improvements are needed te effectively and efficiently merge Port rail and
highway access to the Corridor as recommended by the 1988 Operatd F g

nfrestructure study. To the total of $799 million we need to sdd a
speculative estimate of §100 million for purchase of the rights-of-way from the
railroads, bringing the total to be funded up to $899 milliom in 1989 dollars.

There is no single source of funding for the Corridor improvements.
Conceivably, impoftant funding could be obtained from the federal govermmeant,
the state government, private capital markets through revenue bonds issued by
the JPA, the railroads, and possibly Corridor cities to match federal and state
funding. It will be useful to give special attention to federal, state and
capital market financing before suggesting an overall financing plan.

Directly related widening of Alameda Street, connecting the Terminal Island
Freewsy (SR 47) to the San Diego Freewasy (I-405) four miles to the north, was
funded through the federal Surface Tramsportation Assistance Act of 1882. A
second phase of that project waes funded by Comgress in 1987 to extend the
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widening of Alameda Street north to the Artesia Freeway (SR-91). Total funding
for the two phases added up to $117 million.’> These Ports Access Demonstration
Projects were awarded by the U.S. Department of Transportation, which administers
the Surface Transportation Assistance Acts.

Due to the importance of the Ports in internstional trade, the federal
government is a highly likely source of funding for the development of the CTC.
In April of 1990, representatives of the CTC JPA and elected officials of the
Long Beach and Los Angeles City Councils traveled to Washingten, D.C. to meet
with officiale of the Department of Transportation and their congressional
delegations. A&n important part of the local delegation's proposal was a request
for $322 million in federal assistance through reasuthorization of the: Surface
Transportation Assistance Act scheduled for 1991, with funds to become available
in 1992.%% If this sum is provided by the federal govermment, it would pay for
substantially all of the estimated costs of widening Alameda Street and
constructing the grade separations along the Corridor, including contingencies,
engineering, and construction management costs. This would leave rail
improvements, and improvements within the aress of the Ports, to be otherwise
funded.

The federal budget deficit reduction efforts pose the greatest threat to
petential federal funding of the Corridor. Even with program cuts to reduce the
deficit, funding of transportation projects like the Corridor may well continue,
given the dedication of gasoline tax revenues to the Highway Trust Fund, and the
substsntial influence of the California congressional delegation in the funding

procees.

As discussed in the study appended as Appendix C, there are other potential
funding programs administered by the Department of Tramsportation, but a grant
of $332 million would likely preclude receiving the smaller amounts available
through the more restrictive programs. The anticipated federal grant would
require matching funds, which requirement would be met in the overall financing

plan for the Corridor.

State Funding Prospects

In June of 1990 the voters of the State of California approved several
ballot issues that provide bond funding authority for tramsportation projects.
The somewhat complex set of Propositions will provide $80 million for Alameda
Street grade. separations within the Corridor, and $25 million for widening of
2 segment of Alameds Street. This $115 million will also serve to meet matching
fund requirements assuming the requested $322 million in federal funding is
approved, bringing total federal and state ‘funding to $437 million.>® This sum,
barring effects of inflation, should be sufficient to fund the Alameda Street-
widening and grade separations, leaving rail improvements to be funded along with
rail and highway improvements within the Ports, which are essential te the
Corridor, but not part of the responsibility of the JPA.
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The Ports typicelly pay for facilities and infrastructure out of Port
revenues, -either by accumulating the necessary investment fumds,or by iesuing
revenue bonds in the capitsl markets teo comstruct the improvements and then
paying off the bonds from Port revenues derived from charges from dockage,
vharfage, demurrage, and lease of facilities. The Port of Long Beach is
committed to a "mitigation fee™ to be charged to esch ton of carge moving through
the Ports for the purpose of paying costs of mitigeting impacts of landseide
transportation by comstructing the CTC. Thus far, the fee has been collected
only on containers, at a rate of $2 a contasiner, but in the future may be
incressed and levied against a&ll carge. It is importamt to terminal cperators
that both Ports assess the same fees, which will rsquire a cooperative effort
by the Ports to establish, collect and dedicate such feas.®

Assuming that the JPA takes the straightforwsrd option of buying the
Corridor right-of-way, comstructing the improvements, and .leasing the Corridor
back to an Association formed by the three railrceds for operstions and
maintenance, there would be a8 funding need of asbout $200 wmilliom dellars in
capital investment. This investment in railroeds would not be eligible for anmy
federal or state funding known to the asuthor, and hence would most likely be
finsnced through revenue bomnds toc be paid off by 2 charge levied against the
users on & carload basie.

The Ports heve used revenue bomds in the past, snd have expertise in the
issuance and repayment of such bonds. Jeoint Powers Authorities such as the CIC
JPA have authority to issue revenue bonds in the State of California, and local
JPA's have made revenus bond issues in excess of $400 million.>

If nc federal funding is forthecoming, it would still be possible for the
Ports and the JPA to fimance the Corridor through the issuasnce of revenue bonds
and increasing fees on cargc to pay off the bonds.’® Through use of mitigation
fees assessed against zll cargos to pay off the bonds, costs of the Corrider
would be passed on to businesses and consumers throughout the Nation and
overseas. While this would be an equitable arrangement in the abstract, it weuld
tend to raise costs at the Ports of Sen Pedre in comparisom to other west coast
ports, putting them and their terminal operators at a competitive disadvantage.

While’ the-re are a wide variety of potential funding sources of varying
complexity and size, the recommended financing plan is to concentrate on several
mejor elements, including those already being pursued by the Ports and the JPA.
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4
RECOMMENDED FINANCIRG PLAN
CONSOLIDATED TRANSPORTATION CORRIDOR

Millions

State Bond Issue Funds $105
Federal Surface Transportation
Assistance Act of 1991 8322
Subtotal available for grade separatioms :
and Alameda Street widening $437
JPA Revenue Bond issue for railroad
ROW purchase and improvements $200

SUBTOTAL $637
Issuance by the two Ports of revenue
bonds for streset and rail improvements
within the Ports. §297

TOTAL $934

The foregoing financing 'plan does not call for contributiomns by the
Corridor cities due to the fact that the primcipal benefit of the Corridor is
to partially, although not entirely, alleviate the adverse impacts of Port
generated traffic on the local communities. The improved Alameda Street will
bring some benefits to the commercial areas of the cities, but not enough teo
warrant financing any significant part of the corridor costs.

Conclusion

The Consolidated Transportation Corridor and related rail and highway
improvements within the. Ports will cost on the order of $89% million in 1989
docllars. The -important role the Ports play in the national economy warrants
significant investment by the federal govermment in the Corridor. The amount
sought by the JPA is $322 million. The State of Californias, which also bemefits
form Port econemic comntributions, is slated to proved $105 milliom in funding.
The balance will likely be financed through issuance of revenue bonds to be paid
off from user fees administered by the JPA and the Ports.

The funding discussed in this Chapter is by no means assured, with even
the State funds necessarily going through a formal funding process, and the
federal funds subject to the interplay of powerful forcee in the U.S. Congress.
If the entire project were to be funded through revenue bomds, the attendant
increase in charges to users of the Ports could lessen the competitive positicn
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cf the Porte of San Pedro and in the long run czuse & shift in traffic to
northern west coast ports. Further, use of revenue bomds te fund the entire
project costs would subtract from the bomding power of the Ports needed te
finance other elements of comstruction under the 202¢ Plax.

Thus, while finsnecing is by no mesns assured, it does appear st this point
that there are saccessible sources of funding to comstruect the Comsolidated

Transportation Corridor.
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Chapter VIII

TOWARD MORE RATIONAL DEVELOPMENT

introduction

This study hss intentionally focussed on the long term planning and
development of the Ports of San Pedro, the busiest port complex in the United
States. It may be useful as well, toc give some thought te the future of the
Ports of San Pedro beyond the year 2020, and to the circumstances faced by them
and other porte throughout the natiom.

& variety of significant policy questions come to mind. What is the total
national requirement for port capacity through the year 202 and through 20507
To what extent does that capacity currently exist, or is under development? BHow
will the shortfall, if any, be met? Assuming that there is a ehortfall in
capacity, which ports should be expanded? To what extent can the existing .rail
and highway systems accommodate such expansion, and what new landside
transportation improvements are needed? Who will coordinate these developments
to prevent inadequate capacities or wasteful duplication and to ensure that needs
cf the U.S. esconomy are met?

None of these important questions will be definitively answered in this
Chapter, but some of them will be explored for further comsideration by the
reader, and a recommendation will be made for future resesrch and action.

Fregmentstion of

By the year 2020, it is quite likely that the Ports of San Pedro will have
completed the capacity developments called for in their 2020 Plan, including the
attendant Consolidated Transportation Corridor, and will be handling more than
double their 1990 traffic. The question arises, with the Ports operating at
capacity, how will the next year's growth be handled? And what about the years
after that? Will there be a 2060 plan for future expansion? We must keep in
mind that the Ports and the CIC are located in an urban area that will be even
more densely developed in the year 2020 than it 1s today. While expansion of
Port facilities intec the ocean through additional landfill creation my be
peesible, there is nc easy way to expand landside transportation. The CIC is
not being designed to accommodate future addition of railroad tracks or lamnes
of highway. Nor is there -ancther route that could readily be developed as a new
transportation corrideor. The best that could be done would be to develop another
railroad' s right-of-way ifito dual tracks with grade separations throughout. That’
option would be far more expensive than the current CIC and have far greater
adverse impacts on residential areas, even if political authorizatiom could be
gained and financing secured. It is perhaps more likely that the Ports of San
Pedrc would gradually concentrate on serving Californis while allowing freight
bound for points east of the Rockies to be handled by other west coast ports -
- assuming, of course, that other ports are willing and able to handle the

growth.
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This is mot to take awsy from the farsighted planning and development
initistives being taken by the Ports of Sen Pedre. The basic difficulty is that
sach seaport plans independently of all others -- or, rather, may plan, for not
all are noted for lomg range plamning. In a sense, that planning is dome in a
vacuum, not knowing the plans of competing ports in many cases, and not knowing
the systemwide plans of the railroads. Since the ports are public bodiss, their
approved plans de become public documents, and & diligent port planmer can
acquire the published plens of its competitors. Hevertheless, these
independently conceived seasport plans do not necessarily add up to a rational
plan for meeting the nation‘'s needs for sesport and related necessary rail and
highway development. Thie is especislly trues since some of the smeller ports
located in less dense urban areas may lack the sophisticated planning capability
needed to project future U.S. demend for imports amnd exports and allocate that
to their cwn port's potential. An even if they see the potentizl, they may lack
the finanecial ability to undertake the massive investments that are often needsd

for significant port capacity ezpansion.

At the risk of drawing tce broad a conclusion from & single case, it should
be evident that one could expect greater efficiemcy if there were & national
forecast of cargc handling capacity requirements available to all seaports and
rail and truck carriers for use in their own plannimng. It would be reascnable
for the federal government to encourage long range planning to meet future
capacity requirements, perhaps through & grant program to fund conceptual plans,
perhaps on a 40 year horizon to be updated every tem years. These plans, still
individually prepared by the ports and taking into account the needs to interface
with highways and railroads, could then be reviewed to determine whether the
aggregate needs of the mation would be met by their implementation. If the plans
taken together proposed greaster capacity than needed,; thenm cost-benefit studies
could be made to determine which of the ports should be developed and to what

degree.

The U.S. Department of Tranmsportation takes the complacent view that past
practices have provided nearly all the capacity needed for intermational trade
and fails to recognize that meeting the needs of the mext century will be a far
more difficult and complex undertaking than meeting the needs of the last
c:em:u.:'y.s9 With & more solid coumprehension of the situation, the American
Association of State Highway and Transportation Officials recently took the
position that "AASHTO urges the Federal Government to develop a National Port
and Waterways System which integrates water tramsportation with its necessary
intermodal comnections ifitc s surface transportation system.” '

Assuming a program of long range planning incentives were in operationm,
the U.S. Department of Transportation could provide funding for port development
based on studies of cost and benefits to the nation as a whole, rather thean om
the current ad hoe basis. It should be poseible, under such circumstances, to
bring sbout an efficient meshing of the total transportation requirements for
international trade, the seaports and the requisite highwey and railroad
infrastructures. While such & program of plamning and comstruction incentives
might not be large in comparison to highway programs, it could play an important
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part in assuring future U.S. capacity for participating in internstional trade
growth.

Recommendation

As the transportation industry is in the process of developing and putting
forth its proposals toc the federal government for a "2020" policy plan, it would
be appropriate for the U.S. Department of Transportation to fund a study aimed
at determining the relative merit of a national port planning and development
program compared to the present practice of ad hoc port planning. Such a study
should give careful consideration to: the accomplishments under the present
decentralized system of individual initiatives and not propose a new national
progrenx unless theres is stromg evidence to suggest such a program would be a
significant improvement over the present method. The views of port directors
and planners, as well as highway and railroad experts and experts from the U.S.
Army's Corps of Engineers should also be solicited and given considerable weight
before arriving at conclusions and recommendaticns.

Conclusion

The Ports of Long Beach and Los Angeles, the twe largest ports on the west
coast, have shown remarkable foresight and demomstrated unusual cooperation in
developing the 2020 plan for port development, and in their roles in meeting
landside requirements through the innovative Consclidated Transportatiom
Corridor. It appears likely that the comstruction envisioned under these plans
will be carried out, greatly modernizing and imcressing the capacity of the
nation's busiest port complex. These capacity increases will play an important
_part in enabling the comtinued growth of U.S. intermational trade, serving

businesses and consumers throughout the United States.

Whether this growth in capacity could more cost-beneficially have been met
through development of other west coast porte and their attendant landside
infrastructure will probably never be known. It is suggested that a program of
national planning for port development needs, which could be locally carried out,
could be advantageous in allocating demand among ports so that federal funding
priority could be given to those development projects which would provide needed
capacity at the lowest net cost, including the costs of mitigation measures as
well as impacts on the highway and rail networks.
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Signature Copy

August, 1989
AGREEMENT NO. SRR

JOINT EXERCISE OF POWERS AGREEMENT BETWEEN THE
CITY OF LONG BEACH AND THE CITY OF LOS ANGELES
TC BE KNOWN AS
COHSCLIDATED TRANSPORTATION CORRIDOR
JOINT POWERS AUTHORITY

This AGREEMENT, dated , 1988, is between the CITY
OF LONG BEACH, a municipal corporation, duly organized and existing under a.
freeholders’ charter and the Constitution and laws of the State of California,
hereinafter referred te as "Long Beach,” and the CITY OF LOS ANGELES, a municipal
corporation, duly organized and existing under a freeholders’ charter and the
Constitution and laws of the State of California, hereinafter referred to as
"Los Angeles”™;

WHEREAS, Lomg Beach and Los Angeles, acting by and through their
respective Board of Harbor Commissioners, to more effectively operate their
existing wharf and dock facilities for the prometion and accommodation of
commerce, navigation and fishery, and in recognition of their concerns for the
movement of commerce and its impact on the communities, require the development
ofda consolidated transportation corrider and other facilities related thereto;
an

WHEREAS, Long Beach and Los Angeles are each empowered by law to
acquire, construct matntazn operate and lease such a corridor and such related
facilities; and

WHEREAS, Long Beach and Los Angeles are of the opinion that the street
and railroad rights of way areas along Alameda Street between southerly of the
Santa Monica Freeway and the San Pedro Bay ports complex hereby made a part
hereof, the property should be developed as a comprehensive transportation
corridor and all related facilities linking the Port of Long Beach and the Port
of Los Angeles to the central Los Angeles area, through an improved railroad and
highway network, which may include but is not limited to:

1. The acquisition by purchase, lease, or other appropriate means
the railroad right(s)-of-way of an area approximately 150 feet wide and
approximately 20 miles long from the central Los Angeles area to the Port
of Long Beach and the Port of Los Angeles;

2. The acquisition by purchase, lease, or other ‘appropriate means
the railroad right(s)-of-way of an area approximately 150 feet wide with
approximately 70 miles of tracks, located within the Port of Long Beach
and the Port of Los Angeles;

3. The improvement of railroad tracks and related equipment within
and adjoining the right(s}-of-way;



4. The construction of additional railroad tracks;

S. The construction of highway/rail grade separations or depressed
railways and the acquisition of related equipment;

6. The providing of site paving, drainage, lighting, fencing and
utility systems within and adjoining the right(s)-of-way;

7. The improvement of Alameda Street between State Route 91 and
Interstate 10 and adjoining intersections and related public streets to
the specifications and requirements of appropriate governmental entities;
and

8. The acéuisitiou, construction and installation by purchase, lease
or other appropriate means of other properties, real or personal,
functionally related and subordinated thereto.

A1l such facilities shall be collectively within the Consolidated
Transportation Corridor (the “CTC") and shall be contained and specified
in the Plan of the Consolidated Transportation Corridor (the "Plan of the
cTc").

WHEREAS, Long Beach and Los Angeles recognize that while other
government entities, the Southern Pacific Transportation Company, the Union
Pacific Railroad and the Atchison, Topeka and Santa Fe Railway Company wil! be
responsible for the funding and construction of certain aspects of the CTC, it
i; tg;cintggtion of Long Beach and Los Angeles to coordinate these aspects of
the ; an )

WHEREAS, Long Beach and Los Angeles recognize that the cities
contiguous to the CTC and the railroads serving the Long Beach and Los Angeles
area have certain concerns and interests in the CTC which must be considered and
addressed by the Authority; and

WHEREAS, Long Beach and Los Angeles recognize the environmental
importance of the CTC to potentially reducing vehicular traffic on existing
freeway systems and improving air quality in the Southern California region; and

WHEREAS, it is deemed advisable for Long Beach and Los Angeles to
enter into an agreement which will then ensure the implementation of the CTC by
the preparation of the Plan of the CTC, exploring alternative methods.of
financing, - acquisition, if necessary, construction, coordination of other
governmental efforts and possible operation of the CTC and related facilities.

NOW, THEREFORE, it is agreed as follows:

Sectien 1. FINITIONS.,

Except where the context ctherwise clearly requires, the capitalized-
terms in this Joint Powers Agreement shall have the meanings specified in
Schedule A attached hereto.



Section 2. PURPOSE.

This Agreement is made pursuant to the provisions of Article 1, Chapter
§, Division 7, Title 1 of the Government (Code of the State of California
{commencing with Section 6500, hereinafter called “"Act®} relating to the joint
exercise of powers common to Long Beach and Los Angeles. Long Beach and Los
Angeles each possess the powers referred to in the recitals hereof. The purpose
of this Agreement is to exercise such powers for the implementation of the CTC
by exploring alternative methods of financing and developing existing property,
coordinating other governmental efforts, and possibly acquiring, constructing,
maintaining, operating and leasing of the CTC amd related facilities. Such
purposes will be accomplished, and said common powers exercised, in the manner
hereinafter set forth.

Section 3. TERM.

The term of this Agreement shall be fifty (50} years from the date
the last party executes this Agreement.

Pursuant to Section 6502 of the Act, there is hereby created a public
entity separate and independent from the parties hereto, to be known as the
*Consolidated Transportation Corridor Joint Powers Authority® (the “Authority®)
and the Authority shall be a pubiic entity separate and apart from Long Beach
and Los Angeles.

B. 8o

The Authority shall be administered by z governing board of fourteen
(14) members, each serving in their individual capacities and shall be called
the "Governing Board of the Consolidated Transportation Corridor Joint Powers
Authority® (the "Governing Board™}. Two members are to be appointed by the Board
of Harbor Commissioners of the City of Long Beach, and two members are to be
appointed by the Board of Harbor Commissioners of the City of Los Angeles. The
fifth member shall be the councilperson representing the Harbor District of Los
Angeles. The sixth member shall be a councilperson from Long Beach and shall
be appointed by the Mayor of Long Beach. The seventh member shall be appointed
by the Los Angeles County Board of Supervisors and shall be a member of the Board
of Supervisors with an alternative member alsc appointed by the Board of
Supervisoers. The eighth member shall be appointed by the Los Angeles County
Transportation Commission. The representative of the Los Angeles County
Transportation Commission appointed to the Governing Board shall not be a2 member
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of or represent any other appointing authority to the Governing Board. The
remaining six members shall be a councilperson appointed by and representing the
city councils of the City of Vernon, the City of Huntington Park, the City of
Lynwood, the City of South Gate, the City of Compton and the City of Carson, each
city selecting one member.

Each member shall serve the terms below specified, at the pleasure of
the appointing authority with the exception of the fifth member. Each member
of the Governing Board shall serve a five (5) year term, except that the initial
(i) terms of members appointed by the Board of Harbor Commissioners of Long Beach
shall be a twoe (2) year term and a three (3) year term as determined by that
Board; (i1} terms of members appointed by the Board of Harbor Commissioners of
Los Angeles shall be a one (l) year term and four (4) year term as determined
by that Board; (iii) the term of the fifth member shall continue so long as that
member is the councilperson for the Harbor District of Los Angeles; (iv) terms
of the sixth, seventh and eighth members shall be a three (3) year term, a four
{4) year term and a five (5) year term to be determined by lot durirg the first
meeting following their appointment; and (v) the terms of the remaining six
members shall be a one (1), two (2), three (3), four (4) and two five (5) year
terms to be determined by a lot during the first meeting following their
appointment. Vacancies during a term and successors following expiration of the
term of any member shall be filled in the same manner as the original
appointments. .

Members shall receive $50.00 per Governing Board meeting as
compensation. Compensation for meetings shall be accumulated and will be paid
with Authority’s Revenues.

There shall be a three (3) member Finance Committee with one member
appointed by the Long Beach Board of Harbor Commissioners from its two members,
one member appointed by the Los Angeles Board of Harbor Commissioners from its
two members, and the third member shall be the appointed member of the Los
Angeles County Transportation Commission. The Finance Committee shall review
and approve, by a majority vote, all matters involving the expenditure of funds
provided by the Ports and/or funds from proceeds of bond issue(s) or other forms
of indebtedness incurred or guaranteed directly or indirectly by the Ports prior
to any action being taken by the Governing Board with respect to the use of those
funds. Any decision of the Finance Committee regarding the expenditure of funds
shall also be approved by the Governing Board. Funding received from any other
source will. not require review by the Finance Committee prior to consideration
by the Governing Board. All funds received for implementation of the CTC can
only be authorized and allocated in accordance with the Plan of the CTC.

The Governing Board shall authorize the expenditure of any and all
Revenues of the CTC. Authorized expenditures shall include payments toward
incurred debt, operations and maintenance of the CTC, expansion and construction
of the facilities identified in the Plan of the CTC, reimbursements of member
contributions, and other obligations.



The Governing Board shall provide for its regular, adjourned
regular and special meetings; provided, however, it shall hold at least
one regular meeting in each year. The dates upon which, and the hour and
place at which, any regular meeting shall be held shall be fixed by
resolution and a copy of such resolution shall be filed with each member
of the Governing Board, the Boards of Harbor Commissioners of Long Beach
and Los Angeles, the Los Angeles County Board of Supervisors, the Los
Angeles County Transportation Commission and the Mayors of Long Beach, Los
Angeles, Vernon, Huntington Park, South Gate, Lynwood, Compton and Carson.

(2)

All meetings of the Governing Board, inciuding without limitation,
regular, adjourned regular and special meetings, shall be called, noticed,
held and conducted in accordance with the provisions of the Ralph K. Brown
Act (commencing with Section 54950 of the Government Code).

(3) Minutes.

The Secretary of the Governing Board shall cause to be kept
minutes of the meetings, and any notices thereof, both regular, adjourned
regular and special, and shall, as soon as possible after each meeting,
cause a copy of the minutes to be forwarded to each member of the Governing
Board, to the Boards of Harbor Commissioners of Long Beach and Los Angeles,
toc the Los Angeles County Board of Supervisors, to the Los Angeles County
Transportation Commission and to the Mayors of Long Beach, Los Angeles,
Vernon, Huntington Park, South Gate, Lynwood, Compton and Carson.

{4) Quorum.

A& majority of the Governing Board shall constitute a quorum for
the transaction of business, and a majority of the quorum present is
required to take any attion, except that less tham a quorum may adjourn.

The -Governing Board shall elect one member the Chairman of said board
and one member the Vice-chairman for its first year of operation or portion
thereof and thereafter as of each successive July I, the Governing Board shall
elect & Chairman and Vice-chairman. The Governing Board shall appoint a
Secretary who shall keep the official records amd correspondence of the
Authority. The Treasurer of the Authority and the Auditor/Controller of the
Authority shall be selected in accordance with Section 6305.5 and Section 6505.6
of the Government Code. The Governing Board shall appoint an Executive Officer
from the staffs of either Port who shall be responsible for the administration
of the Authority and a General Counsel from the City Attorney’s Office of Long
Beach and/or Los Angeles who shall provide legal advice to the Authority. The
Port of Long Beach or the Port of Los Angeles shall provide the staffs for and
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to the Executive Officer, Treasurer, Auditor, Controller, Secretary and General
Counsel positions until such time as the Authority has sufficient financial
resources through its own Revenues, at which time these positions may be filled
by staffs of any agency represented on the Governing Board.

The Authority shall establish an advisory board which will consider
and make recommendations to the Governing Board on matters pertaining to
development of the Plan of the CTC and implementation of the CTC. The advisory
board shall be designated the Advisory Railrcad Operational Board of Control
("ARCBOC®). AROBOC will assist in the development of the Plan of the CTC and
provide for the management, coordination and scheduling of operations of the rail
aspects of the CTC. AROBOC shall consist of three (3) members, one member
appointed by the Southern Pacific Transportation Company, one member appointed
by the Atchison, Topeka & Santa Fe Railway Company, and one member appointed by
the Union Pacific Railroad and any successors to the three raiiroads presently
serving the Port of Long Beach and the Port of Los Angeles. AROBOC shall advise
and make recommendations to and work closely with the Authority concerning all
rail aspects of the CTC, prepare rail schedules and rail tariffs and resolve
conflicts between the various railroads and make recommendations concerning
possible contract operations.

Section 5. POWERS.

The Authority shall have the powers common to Long Beach and Los
Angeles necessary for the development of the Plan of the CTC and the
implementation of the CTC and related facilities and any other powers authorized
by the Act, to wit: acquiring, constructing, reconstructing, rehabilitating,
maintaining in whole or in part, and leasing or selling, in whole or in part,
land, facilities and appurtenances necessary or convenient for the development
and operation of a CTC, including the acquisition of such land, facilities, or
appurtenances by lease, contract, or purchase or disposal of land by lease of
any property of Authority; and to incur debts, liabilities or obligations
required by the exercise of these powers which do not constitute debts,
1iabilities or obligations of Long Beach or Los Angeles, and to sue and be sued
in its own name. The Authority shall further have the power to operate or cause
to be operated facilities which have been acquired or constructed or caused to
be acquired or constructed in whole or in part by the Authority together with
the buildings and appurtenances necessary thereto.. Said powers shall be
exercised in the manner provided in said Act and, except as expressly set forth
herein, subject only to such restrictions upon the manner of exercising such
powers as are imposed upon the City of Los Angeles in the exercise of similar
powers. The Authority may also issue revenue bonds or other evidence of
indebtedness, pursuant to Article 2, Chapter 5, Division 7, Title 1 of the
Government Code of the State of California (commencing with Section 6540,
hereinafter called the "Bond Act") and any other applicable laws of the State
of California, whether heretofore or hereafter enacted or amended.



FISCAL _YEAR

Section 8.

The term "Fiscal Year® shall mean the Fiscal Year of the Authority as
established from time to time by the Governing Board, being at the date of this
Agreement the period from July 1 to and including the following June 30.

f:.'f-:j"él-_ ASSETS.

Section 7.

At the end of the term hereof or upon the earlier termination of this
Agreement, after three hundred (300) days’ written notice of intent to terminate
given by either party to the other and to the Authority, all real and personal
property of the Authority, which is not removed by any third party operator of
CTC or member of Authority who provided or contributed the real or personal
property shall be sold by the Authority to the highest bidder with either party
or member of the Authority having the right of first refusal based on the
appraisal process set forth herein prior to the bidding process.

At least two hundred and seventy (270) days prior to the end of the
term (whether by lapse of time or otherwise), each party shall appoint an
appraiser and give notice to the other.party of the appraiser appointed. The
two appraisers shall appoint a third. If either party shall not have notified
the other in writing of the appointment of its appraiser, the presiding judge
of the Superior Court of the State of California for the County of Los Angeles
shall, upon the request of either party, appoint the appraiser for the other
party so in default. If the two appraisers so chosen shall be unable to agree
upon this third appraiser within tem (10} days after the appointment of the
second appraiser, the third appraiser shall be appointed by the presiding judge.
Any vacancy shall be filled by the party who made the original appointment to
the vacant place.

The appraisers shall file their opinions concerning the value of all
real and personal property im writing with the parties within ninety (90) days
after the appointment of the third appraiser. Such opinion shall take into
consideration all of the factors and data relating to such value which may
properly be considered im determining the fair value of all real property under
the laws of eminent domain in the State of Califormia. In the event any
appraiser fails to file his opinion within said ninety (90) days, a new appraiser
shall be appointed in the manner prescribed above. Upon the filing of the three
opinions, the ‘parties shall properly set a date for, and on said date, hold a
public hearing. At such hearing, said opinions-and such other evidence of the
fair market value of all real and personal property as may be presented by the
parties or others shall be received and considered. Based upon such evidence,
the value of all real and personal property and the division of the other
property of the Authority shall be fixed by the appraisers. This appraisal shall
then be used by the parties as the basis for disposition of assets by sale to
one party or the other or the sale of parts to one party or the other.

Each party shall pay the costs and expenses of the appraiser appointed
by it together with fifty percent (50%) of the costs and expenses of the third
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appraiser.

If for any reason neither party nor member of Governing Board elects
to purchase the assets or any part thereof within the time period specified
above, all real and personal property shall then be sold to the highest bidder
or bidders. Any sale to a third party shall reserve for the benefit of the Ports
of Long Beach and Los Angeles, the railroads then serving said Ports and the
members of the Authority, such trackage rights as may be deemed reasonably
required to assure that the purposes for which the Authority was created will
be protected and implemented in perpetuity. Prior to such sale any real and
personal property contributed by a party and the members of the Authority shall
be returned to that party or members of the Authority. Any surplus cash after
Tiquidation of all debts shall be distributed proportionately to the party or
the member of the Governing Board contributing cash tc the Authority.

Section 8.

The Authority shall be responsible for the preparation of, coordination
for, and approval of the Plan of the CTC. This plan shall address and analyze
all practical aspects of how the CTC should be designed and operated including
alternative rail, highway routings and prioritization of the plan’s elements.

' The Authority upon approval of the Plan of the CTC may commence the
implementation of it in such phases as desired for implementation and
construction of the CTC. However, said design plans for development must be in
accordance with the certified environmental documents prepared in accordance with
the California Environmental Quality Act, and or the National Environmental
Policy Act and guidelines thereto for the development of the CTC. The Authority
shall complete said design plans in accordance with the Plan of the CTC and then
provide for the construction of the CTC and any ancillary structure or structures
and site improvements shown on said plans. The Authority may alsoc have design
plans prepared for subseguent use, bid and award of one or more construction
contracts by other authorized governmental entities.

The construction documents including design plans for the CTC and any
ancillary structure or structures and site improvements shall be approved by the
Authority if said improvements are to be constructed. through contracts awarded
by the Authority. The Authority shall call for competitive bids to let
construction contracts for the CTC. Do

The construction contracts awarded . by the Authority shall be
administered by the Authority or its designee. The Authority shall establish
procedures for the administration of such contract or contracts, the inspection
and testing of materials and other contractual construction procedures.

The Authority shall reserve the right to make changes in the work in
any construction contract or contracts. Said changes shall be made in the
following manner:

A. By written modification of the construction contracts or contracts
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oerdered by the Authority.

B. By written change order signed by the Authority, its Executive
Officer or designee.

€. Any change order issued by the Autherity’s Executive Officer or
designee for changes in the work shall be limited tos the extent permitted by
law, but in no event exceed $100,000 or ten percent (10%) of the original
contract amount, whichever is less. Any change order exceeding $100,000 must
receive authorization from the Authority.

Section 9.

The Authority may issue revenue bonds in accordance with the Bond Act
or other applicable law for the issuance of such bonds or other evidence of
indebtedness (the "bonds") for the purpose of exercising its powers including
refunding all or any of the bonds issued and raising funds necessary te carry
out its obligations under this Agreement. Said bonds may be issued in one or
more series to match construction phases, for refunded purposes or may be
authorized in different amounts at different times.

The sale and issuance of such bonds by the Authority and any resclution
authorizing such issuance shall be subject to the prior approval by resolution
or ordinance of the Council of the City of Long Beach and the Council of the City
of Los Angeles upon request by their respective Boards of Harbor Commissioners
pursuant to Section 6547 of the Government Code. The refunding of any such bonds
shall only require the approval of the Autheority.

It is anticipated that such bonds will be payable from Revenues
generated from the CTC, from one or more pledges of revenues from the Board of
Harbor Commissioners of Long Beach and Los Angeles or pledges of revenues from
gthgr responsible agencies or, in addition, from any other legally available

unds.

Section 10. CONTRIBUTIONS.

During the planning and organization:of.the Authority and after the
formation of the Authority, the Ports have and will use public funds, personnel
and equipment in furtherance of the objectives-and purposes set forth in this
Agreement. . Pursuant to Government Code Sections 6504, 6512.1 and related
provisions, the Authority is empowered after issuance of the bonds or after the
receipt of monies from any other source to reimburse the Ports or other members
of the Governing Board for all reasonable payments, advances, use of personnel
and equipment which were provided prior to and after the issuance of the bonds
or after receipt of monies from any other source. Such costs for personnel shall
include actual costs of all services performed by officers and employees of Long
Beach and Los Angeles, including burden and overhead costs, computed in
accordance with the standard everhead rate procedure provisions of the Ports for
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all officers and employees performing such services.

Section 11. NSUL TANTS.

Any contracts of Long Beach and/or Los Angeles with bond counsel,
financial consultants, engineers, architects, and other consultants and advisors
working on the CTC and/or its financing shall be binding on the Authority.
Subject to limitations impased by law, including but not limited to, the Internal
Revenue Code of 1986, as amended, and any rules and regulations promuigated
thereunder, the fees and expenses of such bond counsel, financial consultants,
engineers, architects and other consultants and advisors incurred by Long Beach
and/or Los Angeles before or after issuance of the bonds may be paid or
reimbursed from the proceeds of such issue or from the receipt of monies from
any other source.

Section 12. PERSONNEL.

The Authority shall request from the Port of Long Beach and/or the
Port of Los Angeles the services of their personnel to serve the Authority ex-
officio as may be necessary to carry out this Agreement and shall have the power
to employ professional and technical assistance for the performance of this
Agreement provided that adequate sources of funds are assured therefor. The cost
of such personnel used by the Authority shall be reimbursed by the Authority in
accordance with Section 10.

Section 13. ACCOUNTS AND REPORTS.

To the extent not covered by the duties assigned to any trustee, the
Treasurer of the Authority shall establish and maintain such funds and accounts
as may be required by good accounting practice or by ary provision of any
resotution of the Authority securing its bonds. The books and records of the
Authority in the hands of the trustee or the Treasurer shall be open to
inspection at all reasonable times. The Authority shall cause to be prepared
annually a financial and operating report which shall be submitted to each member
of the Governing Board, to the Boards of Harbor Commissioners of Long Beach and
Los Angeles, to the Los Angeles County Board of Supervisors, to the Los Angeles
County Transportation Commission and to the Mayors of Long Beach, Los Angeles,
Vernon, Huntington Park, South Gate, Lynwood, Compton and Carson. The Authority,
within 120 days after the close of each fiscal year, shall give a complete
written report of all financial activities for such fiscal year to each member
of the Governing Board, to the Boards of Harbor Commissioners of Long Beach and
Los Angeles, to the Los Angeles County Board of Supervisors, to the Los Angeles
County Transportation Commission and to the Mayors of Long Beach, Los Angeles,
Verrnon, Huntington Park, South Gate, Lynwood, Comptom and Carson. The
Auditor/Controller of the Authority shall cause an annual independent audit of
the accounts and records of the Authority to be made by a certified public
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accountant, all in accordance with and at the time or times required by law.
Any trustee appointed under any resolution of issuance of the bonds of the
Authority shall establish suitable funds, furnish financial reports and provide
suitable accounting procedures to carry out the provisions of said resslution.
Said trustee may be given such duties in said reselution as may be desirable to
carry out this Agreement.

Section 14.

Subject to the applicable provisions o¢f any indenture or financing
agreement, which may provide for a trustee to receive, have custody of, and
disburse Authority funds, the Treasurer of the Authority shall: (i) have the
custody of and disburse Authority funds pursuant tc the accounting procedures
developed under Section 12 hereof, and (i1} as nearly as possible in accordance
with generally accepted accounting procedures, make the disbursements reguired
by this Agreement or to carry out any of the provisions or purposes of this
Agreement.

Section 15. CALIFORNIA ENVIRONMENTAL QUALITY ACT AND
NATIQNAL ENVIRQNMENTAL ?GLICY ACT COMPLIANCE

This Agreement describes a proposed Consclidated Transportation
Corridor project and allocates responsibilities for its implementation. Entering
into this Agreement does not constitute an adoption of the project or a
commitment to carry out the project as those terms are used in the California
Eavironmental Quality Act, Public Resources Code Section 21000 et seq. ("CEQA")
and the National Enviranmentai Policy Act, 42 U.S.C. Section 4321 et seq.
("NEPA"). Prior CEQA and NEPA compliiance is a condition precedent to any party
being committed to carry out any obligations set forth im this Agreement for
which such compliance is required.

Section 16. NOTICES.

Notices hereundef shall be suffiéient if deiivered;to:

Long Beach Executive Director
: Long Beach Harbor Department
P.0. Box 570
Long Beach, CA 90801
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Los Angeles - Executive Director
Port of Los Angeles
P.0. Box 151
Los Angeles, CA 90733-0151

Authority - Secretary - At such address as Governing Board
shall designate for such purpose.

Section 17. MISC N .

The section headings herein are for.convenience only and are not to
be construed as modifying or governing the language in the section referred to.-

Whenever in this Agreement any consent or approval is required the
same shall not be unreasonably withheld.

This Agreement is made in the State of California under the
Constitution and laws of such State and is to be so construed.

Section 18. SEVERABILITY.

Should any part, term, portion or provision of this Agreement be by
the courts decided to be illegal or in conflict with any law of the State of
California, or ctherwise be rendered unenforceable or ineffectual, the validity
of the remaining parts, terms, portions or provisions shall be deemed severable
and shall not be affected thereby, provided such remaining portions or provisions
can be construed in substance to continue to constitute the agreement that the
parties intended to enter intc in the first instance.

Section 19. SUCCESSORS.

This Agreement shall be binding upon and shall inure to the benefit
of the successors of the parties.
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IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to
be executed and attested by their proper officers thereunder duly authorized,
and their official seals to be hereto affixed, as of the day and year first above

written.

CITY OF LONG BEACH, a municipal
corporation

, 1988 By

City Manager

Approved as to farm‘this day of , 1989.

JOHN R. CALHOUN, City Attorney

By .

— TR PETE
Senior Deputy

Ratified and Approved by the Board of Harbor Commissioners of the City
of Long Beach this day of . 1989 by Resolution No. HD- .

- BOARD OF HARBOR COMMISSIONERS -
of the City of Long Beach

By

Acting Executive Director
Long Beach Harbor Department

Attest

Executive Secretary
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» 1989

APPROVED AS TO FORM 1585
JAMES K. WARN, City Attorney

" Attest

By
GERALD F. SWAN, Assistant

6/5/8%
stored: ctc.agt

CITY OF LOS ANGELES, a municipal
corporation, acting by and through
its Board of Harbor Commissioners

By

Executive Director
Port of Los Angeles

Board Secretary
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SCHEDULE A

Act shall mean the Joint Exercise of Powers Act of the State of California,
being California Government Code Sections 6500-6579.5, inclusive, as amended
and suppliemented.

Agreement shall mean the Joint Exercise of Powers Agreement by and between the
Cities as originally executed and as supplemented and amended.

Authority shall mean the Consolidated Transportation Corridor Joint Powers
_Authority, a joint powers authority created by Long Beach and Los Angeles
in accordance with the Joint Powers Agreement and the Act.

Cities shall mean Long Beach and Los Angeles.

€IC shall mean the Consolidated Transportation Corridor which is a program of
a series of public street, railroad and other related construction
improvements to facilitate the movement of both internmational and domestic
cargoes through the Ports, the movement of people and the lessen impacts
on - the Members of the Authority of the projected increases in train
movements .and track and vehicular traffic.

Governing Board shall mean the Governing Board of the Authority established
pursuant to the Joint Powers Agreement as constituted from time to time.

Long Beach shall mean the City of Long Beach, a charter city and municipal
corporation duly organized and existing under. 2z freeholders’ charter and
the Constitution and laws of the State of California.

Los Angeles shall mean the City of Los Angeles, a charter city and mumicipal
corporation duly organized and existing under a freeholders’ charter and
the Constitution and laws of the State of California.

Parties shall mean the Cities.

..... idate: ider} shall mean a concise,
comprehensive report with drawings in sufficient detail to indicate the
scope and extent of the improvements to be constructed for all elements
within the CTC with said report approved by the Governing Board.

Plan of the CTC (Consolidated Transportation Corridor}

Ports shall mean the E@rt of Long Beach, and the Port of Los Angeles. -

Port of Long Beach stiall mean the Harbor Department, the City of Long Beach.

Port of Los Angeles éhali mean the Harbor Department, the City of Los Angeles.

Revenues shall mean all receipts, income and other money received by the
Authority from and or for the operation, use, passage or transit of all or

part of the CTC as may be described, assigned or levied by the Governing
Board. -



APPENDIX B

SURVEY OF RAIL CORSOLIDATION EFFORTS

By:
Kurt Brodke
Graduate Assistant

Graduate Center for Public Poliecy and Administration
California State Umiversity, Long Beach

November, 198%
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APPERDIX B

SURVEY OF RAIL CONSOLIDATION EFFORIS

The Los Angeles/Long Beach rail comsolidetion effort involves a mizture
of government agenciee working toward & common goal. The decision-making
apparatus for the consolidation plan ie composed of the cities of Los Angeles
and Long Beach working through ‘their respective port autharities in cocperatisn
with various cities and rail carriers.

In order to sscertain if the comsoclidatiom plamn is unique to the Los
Angeles/Long Beach region and if other ports acrose the United Statss sare
involved in similar efforts, & survey was sent to 30 ports across the United
State in June of 1989. The survey asked three questions:

Ql. Heae your port in the past combined rail service from two or more
lines into & single rall lime? (Yes or Ho}.

Q2. Is your port curremtly served by two or more railroad lines? (Yes
or Ho.}

Q3. If "yes"™ to 2 sbove, are there discussions of plans tc combine rail
service on & single raillroad lime? If "Yes™, plesse describe the plan
briefly... 4 )

Twenty~five of the 30 surveys were returmed for a response rate of 83
percent. Table I summarizes port responses to the survey gquestions.

Follow-up phone calls were made to port officials regsrding the survey
responses. Not all ports were comtacted, however. Ports which indicated "no®
to questions one and two were excluded from the follow-up contact. Priority for
the contacts was given to ports which indicated "yes"™ to questions one and two.
Lower contact priority was assigned to ports which answered "yes"™ to either
questions ome or two. )

The port officials were asked during the phone interviews to briefly

describe the past and/or ongoing rail comsolidation efforts. Answers varied,

of course, based on local history and current peoliticsl climste. Exhibit I
details the responses given by the p@rt officials intetviewed.

The interview responses indicate that the Los Angeles/Long Beach rail
consolidation effort is unique to the Scuthern California area. Although reasons
for this are not examined here, possible reasons include local history, land use
patterns, and tramsportation networks. These factors have influenced the events
leading up to the rail comsolidation effort.
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Different types of rail consolidation efforts are indicated in the
interviews with port staff. In the Los Angeles, Long Beach plan, the ports are
serving as intermediaries in the precees. The actual legal asgreement is between
the cities of Los Angeles and Long Beach. Each city is using its respective port
authority to facilitate the project.

Other types of rail consclidation efforts by different ports acroses the
United States includes

-Port operated rail service: In this tjpe of arrangement, the port owns
- - and- operates its own switching carrier. Several -ports attempted to
consolidate rail traffic through their respective belt line railroads.

-Port contracts with a private switching carrier for switching
responsibility.

-Port and railroads form an Association to serve switching needs. In
Houston's case, the Port and five railroads form an Association which meets

switching needs.

None of these examples involve the complexity of the Los Angeles/Long Beach
effort. They do, however, provide examples of possible institutiomal
arrangements for comnsolidation. In most cases, comsolidation involved either
uging a port-owned belt-line railroad, a private switching carrier, or an
association of member railroads and the port.



TABLE I

SUMMARY OF QUESTIONNAIRES RETURNED

PORT RAME STATE Ql: Q2: Q3:
1 Oskland C& BfA Yes HfA
2 Sacramento Ca He Yes Ko
3 Richmond CA ¥ee Yes Ke
4 EHumboldt Ca o Eo K/a
5 San Diego Ca Ko Yee Ko
¢ Miami FL Yes Ho /A&
7 HNew Orleans L& Ko ¥es Ho
& Baltimore ¥D Yez Tes KA
% Detroit MI Yes Yes Ko
10 New York and NHew Jersey RY Yezs Tes o
11 Toledo-Lucas County CE Fe Ko Yes
12 Cleveland-Cuyahoga County CH e Ee R/A
13 Coos Bay CR He Ho K/A
14 Astoria OR Ko He 77N
15 Philadelphia PA . fes Fo
16 Houston = ¥es Yes E/A
17 Galveston P4 e Yes Fo
18 Beaumont Tz Yes Tes HfA
19 Anascortes WA Ho Ho H/A
20 Port Angeles WA o Fe B/a
21 Seattle WA Ne Yes No
22 Everett WA Ho Ko Hia
23 Bellingham WA o Fe Yes
24 Olympia WA Ne Ko Fe
25 Tacoma WA Yes Tes Yes
¥ STATISTICS
Frequency of response: Yes 8 14
Fo 16 11
K/a 1 1
Total 25 25 25
Percentage of response: Yes- 32Z 567
e 642 447
E/A 4% (474
Total 10062 100%Z 100%

122
402
482



EXHIBIT I

SUMMARY OF SELECT PORT RAIL PROJECTS IN TEE U.S.

The port of Tacoma, Washington is currently served by a "belt line"
railroad. The line is owned by the City of Tacoma through their public utilities
authority and serves as a switching station for some 70 different industries
‘which are locsted on the belt line property. The Tacoma Municipal Belt Line is
& tariff railrcad with its own rates and structure. Other rail carriers do not
operate on the Line. The carrier has its own union contracts and operates
autonomously. Other railroads deliver and pick up rail cars from the entity.
The belt line ie made up of 24 miles of track, and serves industries including
the Port of Tacoma. About four years ago, the Port created a trial merger with
the belt line for rail service to the Port's industry areas -- Port docks,
warehouses, ete. The trial merger basis is still sctive.

The belt line currently conducts approximately $5 million a year worth of
business. The City of Tacoma receives approximately eight percent of the yearly
gross revenues or $400,000.

The belt line was started by the City of Tacoma in 1914 on trackage from
& street car company owned by the City. From there it evelved into a short line
industrial switching railroad. In the early 1900's, it was a street car company
with some trackage to take workmen . from the residential area of Tacoma to the
port docks where they worked. The street cars gradually went out of existence
but the trackage remained. It gradually evolved into its present position as
an industrial switching carrier.

{Based on interviews with Paul Chilcote, Director of Strategic Planning, Port
of Tacoma, WA and Gary Munson, Assistant Superintendent for the Tacoma Municipal

Belt Line, August 1, 1989.]

Although the Philadelphia Port Corporation is not currently involved in
any rall consolidation efforts, it is attempting to develop an intermodal yard
with CSX and Comrail. CSX approached the Port officials in the past and
expressed an interest in developing an intermodal yard. Unfortunately the Port
‘land which' is available for development does not meet-the needs of a large
intermodal yard. Other land which was available is curreatly owned by Conrail.
According tec a Port Official, Conrail has been reluctant to enter into am
agreement with the Port and a competitor (CSX) over the development of a large
intermodal yard. Negotiatioms are still in progress for the development of the
intermodal facility. . )

[Based on an interview with Daniel Zibman, Marketing Director, Philadelphia Port
Jorporation, August 2, 1989.]



The Toledo-Lucas County Port Authority has discussed the possibility of
e regional service railroad operating om the Port Authority's facilities. The
Port owns sbout 650 acres which could be used for this purpose. However, CSI
hae exclusive switching rights for the property and hse been reluctant toc share
these rights with other carriers. Carriers whe want te use this property must
pay a premium of $305 or $385 per rail car, which has kept the cost of operatien
too high for most cargo. The Port is in the process of discussing with CSX the
possibility of having Ann Arbor Railreed, & small service switching carrier which
has access to all four area rasilroads, use the Port property for a regicmal
gezvice raillroad. The advantage to the Port would be access te all four major
rail carriers in the area, greater market share, and increased efficiency.
According te a Port official; the larger carriers tend to be less efficient when
it comes to switching and service rail primarily because their largest market
share comes from lomng rail hauls. A smaller rail line with & limited service
area and purpose would be able toc perform the operation more efficiently.
Congestion would move off the docks faster, and the operation could be performed
at less cost. Additionally, smaller carriers tend tc be more careful in their
negotiation of labor contracts; labor is often less expensive than the larger
carriers.

[{Based on an interview with John M. Loftus, Seapeort Director, Toledo-Lucas County
Port Authority, September 6, 1989.]

The Port of Houston is currently served by the Port Terminal Railrocad
Association. The Associztion is composed of five member railroads and the Port
Authority. The Association provides switching om a2 neutral basis over right-
of-way leased from the Port Autheority. The Association was formed in the 1920:s
in order to facilitate the flow of rail traffic in and out of the Port. It
provides equal access to industries in the area by the five member railroads.
Assessment for rolling stock is by type and amount of cargo. Each line provides
its own msintenance. The Port receives no revenues from the Association.
According to & Port official, one of the reasons Houston handles such large
traffic volumes is because of the smooth flow of traffic mede possible by the

Association.

{Based on an intervie% with James Pugh, Ezecutive Dirs;:toi', Port of 'Houston, TZ,
September 7, 1989.] ‘

The Port of Besumont assumed switching responsibility from the four
delivering carriers in 1986. The carriers drop off rail cars in the Port's
exchange yard. A contrsctor employed by the Port switches the cars to the
wharves and docks and back to the exchange yard when finished. Prior to 1986,
the carriers had the responsibility of placing thedir raill cars at different aress

6



around the Port. The current contractor is paid a flat monthly fee for the
switching service; the cost is passed through the Port to the carriers based on
the percent of total cars the carriers have in place. The Port owns the trackage
the contractor uses for switching services. Cost savings was the reason the Port
decided to use a contractor for the switching services. The contractor could
provide the service more economically than the carriers. The contract between
the Port and the contractor includes track maintenance in addition to the
switching responsibility.

(Based on an interview with Mark L. McAndrews, Marketing Representative, Port
of Besumont Navigation Distriet of Jeffersom County, TX, date of interview not
aveileble] . - . ; .

. Although the Port of Baltimore has not been inveolved in any rail
consolidation activity, significant private carrier comsolidation has occurred
in the region within the past five years. The Northeast rail corridor stretches
from Washington, D.C. to Bostom. Until several years ago, Amtrack and Conrail
operated on the same trackage. Conrail's activity mainly invelved freight
transpcrt. Unfortunately, the mixture of commuter and freight traffic led to
significant congestion. The culmimation of the congestion was an accident
betwean Conrail and Amtrack cars several years ago. Under the direction of the
Federal Railrosd Administration, Conrail diverted its freight traffic to CSX rail
lines. The CSY line runs parallel to the Northeast corridor from Washington,
D.C. to Philadelphia. Conrail entered into an agreement with CSX for use of the
trackage. The consolidation of the rail traffic, therefore, was motivated by
congestion and safety considerations based on incompatible rail use (commuter

versus freightj.

[Based on an interview with David Ziolkowski, Manager of Intermodal Pricing and
Tariffs, Port of Bsltimore, November 10, 1989.]

Port of § angisco, C

The Port of San Francisco'’s effort at rail consolidation occurred in 1983-
84 when the Port-owned San Francisco Belt Railroad attempted to comsclidate rail
traffic through the entire City of San Francisco. Three rail carriers were
involved in the effort, the Scuthern Pacific, The Santa Fe, and the Western
Pacific (now the Union Pacific). The attempt failed, however, because one of
the carriers would not acquiesce to the agreement. The remsining two carriers
were willing to participate but only -if all three carriers were ixvolved.

[Based on an interview with Lynn é‘.ecil, Executive Vice-President of Kyle
Railways, January 18, 19%0.]
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EXECUTIVE SUMMARY

This paper will focus on financing alternatives and techniques for
the construction of the conselidated rail transportation corridor project
along Alameda Stre;t in Los Angeles County.

The project had its genesis in the early 1980°‘s, with the
realization that the ports of Los Angeles and Long Beach would be
experiencing near exponential growth in cargo traffic, due primarily to
increased trade with the Pacific Rim nations. Advances in container
technology, and the concomitant need for on-dock or near-dock rail
transfer facilities pointed to the need for greater attention being
given to port access issues. In addition, increased citizen awareness
and concern in alternative land uses, environmental concerns, and
probiems associated with ever~-increasing levels of traffic congestion
along Southern California's freewgys led to hard guestions about the
role and nature of ports and pbrt'access. A study conducted by the
Southern California Aésociétion of Governments (SCAG) in 1984 evaluated
a number'of alternatives for improving rail freight access to the Ports
of LosiAhge1es and Long Beach,.concludiég that the beét strategy for
minimiéing adverse impacts of Port-gene}ated rail traffic would be to
congaffdate the train tfaffic-serving the two faéilities on%o thé.
Southern Pacific San Pedro rail branch, which paralilels Alameda Street.1
These three lines-the Southern Pacific, the Santa Fe, and the Union
Pacific-are the nation's three largest railroads.

In 1987, the Southern Pacific, in joint venture with the Cities of

Los Angeles and Long Beach through their respective harbor commissions,



constructed the world's largest intermodal container operation,

referred to as the Intermodal Container Transfer Facility, of ICTF.

The 200 acre facility, now fully developed by the Scuthern Pacific, is
Hocateq approximately 4 miles from the port complexes. This facility

was andiremains the most advanced of its kind, inasmuch as its operations
are almost totally automated from -truck check-in to departure. The

ICTF has been extremely successful, and repfesents an important step
forward in reducing the number of trucks on Scuthern California highways
destined to and from the two ports.

From its dedication in 1987, the ICTF has represented an important
innovation in the movement of cargo from truck to rail, by specializing
in container on flat car (COFC) movements only. Its success has not,
however, overshadowed the continuing need for improved configurations
and technology for rail port to loading operations; hence this paper.

This effort will represent an extension of the excellent research

report issued Ay the California Transportatgon Commission in February,

1990, entitled Improving ﬁccesé to California's Ports, which did devote

a substantial and thoughtful portion of its contents to financing
alternativés'for port or port-related projeétS’statewide.' The focus in

this paper, as mentioned previously, will be on the proposed conso11dated
1ransportat1on corridor project 1n Southern California, with the 1ntent
being to provide an overview of alternatives for financing the consolidation
of the physical line facilities of three railroads under the governing
authority of the Consolidated Transportation Corridor/Joint Powers

Authority (hereafter referred to as the CTC/JPA).



Intrqduction: Structure of the Consclidated Tramsportation Corridor
Joint Powers Authority

The CTC/JPA was created in 1989 by the Cities of Los Angeles and
Long Beach to take the iead in planning and construction of the Corridor
project. The composition of the CTC/JPA is broad-based; both the two
major corridor cities, through their respective harbor commissions; a
representative of the Los Angeles County Board of Supervisors, the
Los Angeles County Transportation Commiésion (LACTC); six additional cities
along the Corridor (Compton, South Gate, Huntington Park, Vernon, Carson,
and Lynwood), and the California Department of Transporfation (CALTRANS),2
It should be stressed, however, that the (ities of Long Beach and
Los Angeles comprise the governing nucleus of the CTC/JPA, and as charter
cities, have the greatest ability to access fimancing through the capital
markets (discussed more fully later in the paper). Report recommendations
on financing alternatives will be mindful of the challenges of, nevertheless,
coordinating all of these entities, and sensitive to the varying degree that
these entities could poten;ia]iy contribute to the project from a fiscal
- perspective. -
Financing recommendations will be developed throggh evaluation of:.
(1) poteﬁtiai access to the capitél marketé; (2) federal funding potential;
(3)'state funding potentiai; (4) local §GVernment contributions; ﬁS) user
fees aﬁd assessments at the Pofts, and {6) rail line contributions. |
Portions of the project have already been funded through the Surface
Transportation Assistance Act of 1982, and are nearing completion.
Approximately $58 million was authorized by Congress to widen and
reconstruct Alameda Street connecting the Terminal Island Freeway (SR 47)

to the San Diego F?eeway (I-405) four miles to the north.3 This activity



represents phase I improvements, whereas phase II funded by Congress in
1987 in the amount of $59 million, provides for extension of the Alameda
Truckway to the Artesia Freeway (SR-91). Also funded are the widening
of the Gerald Desmond Bridge, widening of Ocean Boulevard on Terminal
Is]and, and construction of additional ramps at the Interstate 710 (1-710)/
Ocean Boulevard Interchangﬂe.4
In terms of financing the cost. of the consolidated transportation
corridor, history may well be in the making. In April, 1990,
representatives of the CTC/JPA and elected officials of the Los Angeles
and Long Beach City Council traveled to Washington, D.C. to meet with
representatives of their respective congressional delegations. An
important part of the local delegation's proposal was a request for
$332 million in Federal assistance (through reauthorization of the
Surface Transportation Assistance Act, scheduled for 1991). If the
delegation is successful, the bulk of the $790 million estimated project
cost will be borne in whole or in part by the Department of Transportation.
Let's now take & closer look at the project froﬁ the standpoint of
geographic location, proposed direct and indirect benefits, and other

factors.

CHAPTER_l: PROJECT DESCRIPTION

As was partially explained in the Executive Summary, the Consolidated
Transportation Corridor is a highly ambitious and complex project to improve
access to the Ports of Long Beach and'Los Angeles through the physical
consolidation of the three rail lines that serve the ports along the Alameda
Street right-of-way, extending from the individual lines' yards in central

Los Angeles to areas adjacent to the ports, some twenty miles distant.



- The project not only involves phy;ical consolidation into a dual
(two-track) configuration, but also involves physical improvements to
Alameda Street itself, including track and signal upgrades, grade
separations, physical widening of the thoroughfare north of Highway 91,
and provision of on-street parking, bus stops, and driveway access.5
Alameda Street is envisioned as expanded from its present four-lane
capability to six lanes. Options will also be developed by the consultant
now under hire to the CTC/JPA to provide for depressed rail lines along
certain portions of the Alameda Street route in accordance with the
wishes of several members of the governing board,s Exhibit 1 indicates
the route of the proposed corridor and also indicates streets already
funded for grade separation, including Carson Street/Alameda Street,
-Del Amo Boulevard/Alameda Street, and Rosecrans Avenue/Alameda Stréet.7

The future benefits of the corridor project appear multiple and
substantial. For example, in October of 1984, the Southern California
Association of Governments (SCAG) undertook a study of the proposed
consolidation, and found that e]iﬁination of sixteen grade crossings and
merger of the three lines (composed of the Santa Fe, Union Pacific, and
Southern Pacific railroads) wouidffesu?t in a savings of 8,200 vehicle

8 By way of illustration, a typical intersection

hours of delay per day.
with 20,000 vehicles eguates to 300 hours of delay per day. Gil Hicks,
manager of transportation planning at the Port of Long Beach, estimates
that successful completion of the corridor project will result in a 90%
reduction in grade crossing delays, and a 48% reduction of impacted (that is,

by adverse existing conditions) population along the route of the projectﬁg
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Other benefits of the consolidated route included a 36% reduction
in train-weighted noise; a 74% reduction in the number of train stoppages;
a 29% reduction in train-hours of operation with a comparable percentage

10

reduction in locomotive emissions,  and elimination of smaller street

crossings and installation of grade separations, which should increase
traffic safety and reduce accidents!ll
There is also a possible indirect benefit in that improved highway
access to and through the Corridor cities (Los Angeles, Long Beach,
Carson, Compton, Lynwood, South Gate, Huntington Park, and Vernon) will
encourage economic activity adjoining Alameda Street, and enhance
redeveliopment efforts within these cities.lz The CTC/JPA itself has
estimated that the Corridor project will generate 5,000 construction-
related jobs; result in an increase of $46 billion in economic output
{gross sales) in the 5-county Southern California area, over a 20-year
period (2000-2020), and generate, by the year 2020, an additional 37,000
trade-related jobs, $966 million in additional wages, and $2.9 billion
in additional economic éutput.l3 |
| Proponents alsc see significant “spillover” effects to adjacent areas
of éeuthern California. One viewpoiét held is that less truck traffic‘
wi?f fend to increase overall vehicié safety on the freeways; another, that
éonﬁentration of financiaihresources'on one aéceptable réil foﬁte wiTT
provide the necessary improvements to eliminate the impacts from increased
traffic on other rail routes in the region.14
The projected cost of the transportation corridor in terms of.the totgl

program of improvements is $799 million. The consolidated transportation



corridor itself is estimated at $502 million, including $100 million for
rail improvements; 16 grade separations at $13 million each;'physical
improvements to Alameda Street (such as widening and laying of asphalt)
at $50 million; $72 million for engineering, and $72 million for
construction contingencies.15

The CTC/JPA has also identified an additional $297 million in
improvements to the ports infrastructure, consisting of $135 mi]1ion
for improvements such as rail grade separations and various highway and
rail improvements at the Port of Long Beach, and $162 million in similar
improvements at the Port of Los Angeies,16

In terms of scheduled project buildout, it is estimated that the
first three years (1990-1993) will be devoted to developing the necessary
plans, obtaining necessary permits and clearances, preparation of required
environmental impact reports, and development of an overall project
strategy; whereas the construction period is estimated to extend an
additional three to four years (1993-1996/97). As the CTC/JPA is
envisioned to canéist of a relatively lean skeleton staff, with the
predominance of project coordination and construction monitoring expertise
' "being provided by Ports staff,zﬁhere will neQerthe?ess appeak to be a
‘need to closely .and accurately ﬁonitor overall development and construction
progress, given.this émbitious.timetabié.17 | n |

The Request for Proposal recently released by the CTC/JPA asked
interested firms to develop a plan of action for the corridor project that

would include, at a minimum, both highway and rail capacity studies;

conceptual design of the highway, grade separations, rail, and depressed
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train ways (as an option), and the environmental impact report.
study will incorporate the comments of all governing board meﬁbers of the
CTC/JPA, and support the corridor project in tots. Completion of the
project study is targeted for the Fall of 1991. The contract was recently
awarded to DMJM, Inc.

A windshield survey of the project area was conducted in early
March, 1990, encompassing tﬁe length of the twenty mile-plus corridor
from the harbor to the downtown train yards in central Los Angeles. This
informal survey was conducted fav%familgarization with<£he-cphditidn of
pavement, location of grade separations, condition and extent of the
right-of-way, type and frequency of adjacent land uses, traffic
conditions at varying timés of’Pay (surveys were conducted at 7:30 a.m.,
or near peak-hour conditions; 12:30 p.m., and 5:30 p.m.), and the overall
tayout and relationships of site characteristics.

The survey revealed an extensive degree of pavement detericration
and wear; inefficient, ineffective, and outmoded intersections and
turning 1§hes; poor traffic management techniques (inappropriate or
non-existent signaliing}; extensive need for rehabilitation br replacement
of grade crossings, and a m@?tip1icity of.outmaded, and ih many cases,
marginal competing small businesses and industrial uses along the corridor,
including a large nﬁmber of "mom-and-pop" operations abuttiné sleek industrial
parks {for example, in the Rancho Dominguez area of Carson); and highly
congested traffic conditions in many segments of -the corridor, coupled

with confused traffic direction and patterns. Overall visual appeal and

Tand-use design is extremely poor; for example, some cities have allowed
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new single famiiy residential attached housing to occur abutting the

Alameda corridor without a buffer, as part of their redevelopment project
efforts. It should be noted that a number of governing boards’ redevelopmen
areas abut the proposed corridor area, such as the Lynwood Redevelopment
Project Area "A", and the South Gate. Redevelopment Area #1, which includes
the HON industries project; federally funded with a Urban Development Action
Grant (UDAG).

Congestion and the need for widening of the Corridor bécomes particular
acute upon approach to the Vernon city limits. Noise levels, particulariy
in view of increased use of double-stacked trains, appear to be substantial;
consequently, noisewalls will probably be needed throughout the project
area. However, the estimated cost of construction of such barriers along
the Southern Pacific San Pedro corridor alone may be at least $40 mi]lion.lg
In addition, as the project_is compieted, and more on-dock and near-dock
rail facilities are constructed, it would appear that the decibel level
now impacting residential areas along the Corridor will increase even

further.zo

It has been suggested that purchase of the rail right-of-way should be
included as an integral project cost. It is unknown whether the rail
right-of-way has been recently appraised; in whole or in part, or what
approach to markef was used; Becausé of the di?ficﬂlfy in oﬁtaining
appraisal information from the railroads, there will be no detailed
discussion of right-of-way valuation or condition in this paper. It
should remain a distinct possibility, however, and future consultant

studies should address this issue appropriately. It is the thesis of this



11

paper that the railroad's financial and programmatic support is invaluable
to the success of this project. A fuller discussion of the right;of-way
issue will be covered in the section of this paper pertaining to project
financing.

The proposed corridor project crosses the most congested and.heavily -
traveled areas of. the Soutﬁern California basin. There appears to be
little doubt that substantial positive benefits will accrue in terms of
air poliution and traffic control with project buildout; no% is there any -
serious disagreement that completion of the rail corridor, because of its
strategic location, will have a positive impact on the Los Angeles economy.

The overriding task ahead for the CTC/JPA is to develop a consistent,
comprehensive, and high-quality marketing plan for the project, and develop
strategic linkages with the investment community, railrcads, and government
funding agencies to ccmp]e;e the Corridor.

Successful completion of the Intermodal Container Transfer Facility
demonstrated conclusively that the rail lines énd local govérnment, in
partnership with the capitél markets, can work together successfully to
solve the transportation challenges facing Southern California in the next
twenty years. The rai?roaés'-best interests are also served by successful -
completion of -the corrider:project, inasmuch as it will greatly enhance “
their ability to better shére in the phenomenai grd#ﬁh of pbft business.
Concomi tantly, the Ports of Long Beach and Los Angeles cannot continue their
growth without this ambitious effort. Let us now turn to the structure of
the joint powers authority and the powers accruing to this body as they

relate to financing the corridor project.



12

CHAPTER 2: STRUCTURE OF THE JOINT POWERS AUTHORITY

A joint powers authority established solely for the purpose of
constructing a transportation corridor appears unique in the United States.
Indeed, the consolidation plan itself appears to be the only one of its
kind in the U@ited States. In June of 1989, the California State University,
Long Beach, School of Public Policy and Administration initiated a study,
conducted by Mr. Kurt Brodtke, research assistant, to sdrvey 30 ports
across the United States. 21 Of the three questions included in the survey,
one asked whether the port was in negottations, or had plans to combine
rail service in a single railroad 1ine. Of the 25 responses received
(an 83% response rate}, none revealed any efforts toward rail conso]idat‘ion.22
In the CTC/JPA plan, the Cities of Long Beach and Los Angeles, through their
respective harbor commissions, will physically plan, administer, and construct
the Corridor, in ceoperhtion and consultation with the other governing board
members and the rail lines. i

By way of illustration, other types of rail consolidation efforts by
different ports across the United States include:

o Port operated rail service: In this type of arrangement, the port

owns and operates its own switching carrier. Several ports have

attempted to consolidate rail traffic through their respective belt
lTine carriers. ~

o Port contracts with a private switching carrier for switching
responsibility.

o Port and railroads. form an association to serve switching needs
impartially. In Houston's case, the Port of Houston and five 23
railroads formed an association which meets their switching needs.

It was found, as a result of the survey, that conso?idatfon involved

either using a port-owned belt line raiiroad, a private switching carrier,
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24 Which option, if any,

or an association of member railroads and éhe port.
would work best in the corridor project remains to be seen; the three lines
serving the Ports of Long Beach and Los Angeles are highly competitive.
Southern Pacific, although supportive of the corridor project, has expressed
concern that completion of the Alameda Corridor may impact ICTF profits:
adversely,

Although there does not appear to be any precedent for a publicly
owned and controlled belt line in Southern California, nor a publicly
owned switching carrier, the successful relationship between the Ports
of Los Angeles and Long Beach and the Southern Pacific in construction
of the ICTF would indicate that the possibility exists for creation of
a privately contracted, neutral switching authority that could efficiently
and fairly assign traffic along the dual track corridor project. However,
let's now return to the legal basis for the joint powers authority.

To -quote from the "Joint Exercise of Powers Agreement Between the

City of Long Beach and the City of Los Angeles, To Be Known As Consolidated

25:_ The Authority shall

Transportation Corridor'Joint Powers Authority”
have the powers common to Long Beach and Los Angeles necessary for the
development of the P]an;of~the-CTC and the implementation of the CTC

and related facilities and any other powers authorized by the Act, to wit:
acquiring, constructing, reconstructing, rehabilitating, maintaining in
whole or in part, and leasing or selling, in whole or in part, land,
facilities, and appurtenances necessary or convenient for the development

and operation of a CTC, including the acguisition of such land, facilities,

or appurtenances by lease, contract, or purchase or disposal of land by
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lease of any property of Authority; and to incur debts, liabilities, or
obligations required by the exercise of these powers which do not constitute
debts, liabilities or obligations of Long Beach or Los Angeles, and to sue
and be sued in its own name."ze

A joint powers authority, geéerically speaking, is empowered by
Section 6500 of. the Cali?ornia Government Code to issue bonds, notes, and
commercial paper, and to entér into leases to acquire land and equipment,
or to acquire or construct public faci]ities.27 The joiﬁf powers authority
may authorize the issuance of revenue bonds by ordinance subject to
referendum, but without a vote of the electors within the public entities
comprising the JPA.28 According to Martha Riley, analyst with the California

Debt Advisory Commission, this means that joint powers authorities could

potentially be challenged by a referendum vote of the electors comprising

the jurisdictions represeﬁted by the authority, but no election is reguired
to enable the authority tb initiate the issuance of revenue bonds.zg The
Code also provides that scme, but not all memberg of a joint powers authority
may participate in a bon& issue, and that only those participants will bé
obligated to repay the debt.

Joint pdwers author{ties may also issue securities pursuant to a
resolution of the authority,backed by loan agreemenfs and/or bond purchaéé
agreements with'participéting member agencie§.30 ‘

Therefore, the joint powers authority is a flexible technique of
organization; not all members need participate, authorities are empowered

to finance public improvements utilizing a variety of methods, and an

election is not necessary to issue debt.
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In 1985, the California Legislature enacted the Marks-Roos Local Bond
Pocling Act, which expanded even further the abilities of joint pbwers
authorities to finance public capital improvements through pools, in three
ways: by allowing public entities with-different powers, such as cities
and school districts, to enter’int§ JPA agreements; by increasing the types
of debt instruments which JPA's can utilize; and by expanding the purposes

for which JPA's can issue'debt.31

The Marks-Roos Act also enabled JPA's

to incur debt to acquire the debt obligations of local agencies. '
The provisions of the Marks-Roos Act were again expanded by legislation

(AB 1496, Peace), which became effective January 1, 1988. The bill expanded

the agencies that may receive financing from a JPA under the Act, from just

members of the authority to any city, county, authority, district, or public

32 Wnile these provisions are not directly

corporation in the State.
applicable to the CTC/JPA at present, they could potentially be utilized if
additional agencies, districts, or local governments desire to become

f }
financially and programmatically active in the corridor project in the

future.

The California Debt Advisory Commission defines the CTC/JPA as a
"joint-use facility JPA",;or-one which is formed by public entities with
a common goal or need. JéA.members, it is reasoned, can "pool" their

economic and personnel resources to design, develop, and construct a

33 Benefits derived from the

joint-use facility, project, or service.
project are presumably distributed as equally as pessible amont participating

JPA members.
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The first “"pools"” issued in California were of the joint-use facility
type, primarily to construct capital improvements crossing jurisdictional
lines, such as water and power transmission projects.34 These pools
overwhelmingly favored the issuance of revenue bonds, because the finished
projects created a revenue “stream" sufficient to pay back the bonds.
Joint-use facility pools have also successfully issued grant anticipation
notes (GANS) and other fypes of short-term borrowings, lease-revenue bonds,
and certificates of participation (COPS).35

Jdint-use_facility pools probably best aliow for the coordination of
planning and construction of large-scale projects, such as the Consolidated
Transportation Corridor, by eliminating a piecemeal, narrow focus project
approach. Project costs and benefits can potentially be shdred by all
- project participants, and the large project also achieves economies of
scale.

Joint powers authorities using this approach can be staffed and
operated independently from the individual participatiné agencies, making
jointluse‘facility projects a primary focus of the authority, where they
might otherwise have lower priority from individual issuers.

The joint-use pool. approach wilf require a high'degree of coordinapion
among participants to develop a project which will achieye the greatest
benefit. For-example, the CTC/JPA's sole legal reason for existence is
construction of the rail corridor project.

It should not be construed that use of the joint-use approach would

preclude more than one issuance of debt. The heart of the corridor project

is in construction of grade separations, for gxample. Not all separations
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can be built concurrently, due to traffic disruptions that would result
along the route. Joint-use facility pools are permitted to issue a series
of bonds for a given purpose.

A less advantageous approach for the CTC/JPA woq}d be through use of
the dedicated pool (also known as a designated or strhctured pool).
Dedicated pools afe single debt issuances where the participant, projects,

and bond proceeds to be received by each participant are known, and can be

easily jdentified at the time of issuance. Under this approach, JPA's may
jssue dedicated pools; participate in a JPA created by another association
of public entities which issues dedicated pocls for its members; participate
in an existing JPA of public agencies which has previously issued dedicated
pools, and which is willing to issue additional dedicated pools for new
participants; or participate in a pool administered by the State of

California.36

The primary difference between the joint-use and the dedicated pool
approach is this: under the joint-use approach, the project would be
structured out eflthe one entity, the JPA; whereas under the dedicated
pool approach, bonds would be issued separately by the respective cities
(Los Angeles and tbng Beach) comprising the JPA, and their respective
projects would be described separately in the official statement. -A
separate debt and'maturity.scheduie would be ca1culated'f0r each entify’s.
project amortization.

There are distinct advantages ih utilizing the dedicated pool approach,
including lower interest rates, reduced costs of issuance, easier market

access, and ability to obtain credit enhancements. Use of the dedicated

pool, however, would break the corridor project into individual segments-
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those projects of the City of Long Beach and those of Los Angeles. Further,
there do not appear to be any statewide pools in existence or plaﬁned with

37 15 addition, one

which the CTC/JPA could “co-venture", or co-issue debt.
requirement of the dedicated pool approach is that both cities would have to
have their individual projects ready at the same time to enter into an

38 For example, bid estimates and

obligation withlthe dedicated pool.
financing documents for each participant in the CTC/JPA would of necessity
have toc be in readiness at the same time.

Differences in individual participant's credit risks would also need to be
examined: without credit enhancement (in the form of bond insurance issued
by an agency such as AMBAC, the American Municipal Bond Corporation, or a
Tetter-of—credit) the credit rating and market perception of the pool will
be only as strong as the participant with the lTowest credit rating.

Inasmuch as the project will be in all likelihood constructed in a
relatively compressed time schedule, and only by the two cities comprising’
the lTegal nucleus of the CTC/JPA, the dedicated #oo] approach appears
i unnécessary. L0§ Angeles and Long Beach generally enjoy exce11eﬁt credit
ratings by the major rating agencies, as do their respective Ports. It
therefore appearé that the joint-use facility'approéch is by far-the most
congruent with the.CTC/JPA project philosophy and goals. On thaé premise,
we will now.exam§ne specific techniqﬁes éhét cou1dvbe.utiiized to rafse.

project funds in the capital markets for the corridor project,and examine

the history of port financing, specifically that of Long Beach.
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CHAPTER 3: ACCESS TO CAPITAL MARKETS, HISTORY OF PORT FINANCING, AND
FINANCING TECHNIQUES

A municipal revenue bond is a familiar concept to most American

investors. The Dictionary of Finance and Investment Terms, published by

Barron's Financial Guides, defines this issuance as a "bond issued to
finance public works such as bridges or tunnels or sewer systems and
supported directly by the revenues of the project. For instance, if a
municipal revenue bond is issued to build a bridge, the tolls collected
from motorists using the bridge are committed for paying off the bond.
Unless otherwise specified in the indenture, holders of these bonds have
no claims on the issuer's other resources”.

According to the California Debt Advisory Commission's chief analyst,
‘Martha Riley, the vast majority of joint-use facility issuances since 1985
have been of the traditional revenue type»39 In 1986, five pools of this
type issued $816,155,000 in revenue, also defined as public purpose bonds.40
In 1987, one pool issued $200 m%ilion in revenue bonds, and in 1988, one pool
issued $400 million in such bonds;41

To illustrate further, the Irvine Ranch Water District Joint Powers
égency succeséfully issued $400 m%11ion in revenue bonds to finance multiple
éaﬁital improvements; and in 1986; the Local Government Finance Joint Powers
Authority issued $451 million in éertificafes of partfcipatéon (revenue backed)
for multiple capital improvements. The Irvine issue was rated A+ by Standard
and Poor's, whereas the certificates were unrated (as is true to form for
certificates of participation).42

The Vacaville Public Financing Authority issued $76 million in straight

revenue bonds for capital improvements in 1988, without rating, and in July
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of 1990, the Southern California Public Power Authority will issue $40 million
in revenue bonds for power generation and transmission purpeses.f

California ports have also been active in issuance of revenue bonds. For
examp{e, the Port of Qakland issued $158 million in this form in 1989, in two
saries; to refund short-term bond anticipation notes (BANS) issued in 1988
(defined more fully later in th%s paper). The obligations originally issued
were used to finance the acquisition and installation of two new.gantry

43

cranes and other improvements at Oakland Airport. In 1988, the Sacramento-

Yolo Port District also issued refunding revenue bonds in the total amount of
$13 million. Refunding bonds are used to retire the debt arising from prior
issuances, in many cases to take advaﬁtage of more favorable interest rates.
In this case, the District’s 1980 Series A revenue bonds were discharged,

- the proceeds of which were originally used to finance the construction of a
flat storage bulk warehouse facility and related faciiities.44
There does, therefore, appear to be precedent for use of revenue bonds
to finance large-scale projects, including port-related activitiés. Although

use of revenue bonds is but one Eechnique that could be used by the CTC/JPA
to access the capital markets for financing corridor jmprovements, it appears
ito be far and away the most impo}tant and feasible method to raise large
yémounts of funds. -

Coupled with the use of a joint-use facility pool approach, revenue
bonds would offer unparalleled flexibility to the CTC/JPA in financing the
corridor project. For example, the CTC/JPA could issue one or several reven
bonds to finance the cost of corridor improvements, allowing construction t

be staggered over a five-to-seven year buildout period.45
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It appears then that the most feasible method for the CTC/JPA to pursue
financing in the capital markets, defined as "markets where capitél funds-debt

6, would be through issuance of revenue bonds. This

and equity-are traded"4
paper will set forth both a "best-case” scenaric, with the bulk of the
financing coming through the Federal Government (explained in greater detail
later), and a "worst-case® scenafio, in which there will be subtantial
reliance on other sources of financing corridor improvements. In either
scenario, use of revenue bonds should play an important "lead", or,.as the
case may have it, “supporting” role in the project.

The challenge facing any entity contemplating issuance of revenue bonds
is to devise & "revenue stream" sufficient enough to provide debt service
on the bonds. A comfortable margin, one accepted by most rating organizations
.and bond firms, is a ratic of approximately $1.25-31.50 of revenue for each
$1.00 of debt.

Some specialists in port.fiﬁancing suggest an even higher ratioc of net
revenues to debt service, such as a rate covenant that requires net revenues

47

of 1.5 to 1.75 times debt servicé. The rate covenant sets forth requirements

for the maintenance of rates and charges sufficient to produce adequate cash
flow to provide for debt servicegbayments in a timely manner,48
The covenant is an extremely. important aspect of a revenue bond issue.
‘For example, the rate maintenance covenant for the Sacramento-Yolo Port
District provides that the District "covenants and agrees that it will take
such action as may be necessary to majntain rates charged to users of the
Facilities so as to produce...revenues...sufficient to pay operation and

. . . 4
maintenance expenses of...debt service requirements on the Bonds”. 9
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The District suffered a severe downturn in revenues in the three fiscal
years 1982-1985, when operating expenses greatly exceeded revenueé,
necessitating a $3 million draw against operating cash reserves.50 Rates
must be set high enough to more than meet stated debt requirements in the
issue. We wifl discuss further rate types and the.setting of rates later in
this paper. |

TheePorts of Long Beach and Los Angeles, on the other hand, are
experiencing phenomenal growth, and appear to enjoy ample cash }eserves.

In the case of Long Beach, approximately $70-80 million is maintained.51
The Port of Long Beach is readying a $242 million revenue bond issue as this
paper is beiné written, to purchase rail property adjacent to the Port and
start dredging and landfill improvements to physically expand the facility.sz

It could probably as easily draw upon its cash reserves to purchase
propefty, but has chosen instead to issue revenue bonds to meet its financing

53 Let us now discuss alternative “revenue streams” to meet

requifements.
bond financing needs.

Mr. John” Kruse, Senior Acéountant for the Port of Long Beach, suggests
one scenario for a CTC/JPA "mitjgation fee” to finance a prospective corridor
" -issue. It may work as follows:;

0 Port charges imposed on shippers are based on MRT's (Metric Revenue
Tons), based on weight or cubic measurement. For example, if a
container contains steel balls, it will be assessed a "fee" on
we%ght; rattan furniture would be assessed more rationally on cubic
volume.

o A premium of 75¢ was assessed until recently on each ton of OCP
(overland common point, or freight bound for destinations east of
the Rockies). For every ton of OCP cargo, the 75¢ "premium” could
be set aside to provide a revenue stream for the corridor project.
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o A problem with this approach has been in keeping track of MRT's
for OCP destinations; more often than not, shippers do not provide
OCP destination information on shipping documents. An alternative
approach would be use of historical projections to generate the
percentage of TEU's (twenty-foot equivalent units, a container
definition) that are OCP. -

o When this historical approach is used, it appears that 35-40% of
TEU's are OCP related. Applying this percentage in conjunction with
the proposed 75¢ a ton setaside would generate approximately $2 million
annually-for the corridor project.
o Port officials may, of course, decide to adjust the setaside amount
to meet the financing needs of the corridor project, depending on -
what portion of the activity is financed through the capital markets.
Assuming that the bulk of the project‘s financing comes through the use
of revenue bonds, and the project is currently estimatedlat approximately
$799 million, the $2 million generated through this method would fall short
of meeting hypothetical first year interest requirements alone on a revenue
bond by approximately :$27 million dollars (assuming a 7% coupon rate and a
twenty year maturity), not to mention additional outlays for principal
payments (if any) in the first year; costs of issuance (3-5% of total bonds,
i !
or approximately $2.4 million-$3.9 million); and required payments tc one or
several reserve accouﬁts to guarantee payment to bondholders.
Needless to say, structuring of the fee used to generate sufficient debt
service on any potential issue deserves enormous attention. We will delve

into hypotheticé1 financing.later in the paper, in the "best-case, worst-case

scenarigos.

Another approach to providing a revenue stream may be through gate fees
assessed against all traffic coming info port terminals, most typically motorA
carriers. A TEU or other easily understood and quantifiable measurement

could be used as the basis for assessment. Basis of assessment could also
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be by type of cargo or ultimate destination. Gate fees would have the added
advantage of enhancing user fee equity, by spreading a portion of the assessed
fees to the motor carriers.

In a recent interview with Gil Hicks, this idea was advanced; he in
turn pointed out that development of gate fee assessment information would
be difficult, inasmuch as terminal information is proprietary, or generally
unavailable to the pubifc, and that consideration should be given to
potential resistance to additional fees by motor carrier operators that
apparently now pay a substantial amount in fees already.

Another approach would expand the potential assessment of fees to all
TEU's through the Port, rather than limiting the fee only to OCP cargs. For
example, the Port of Long Beach generated approximately 1.6 million TEU's
in the fiscal year 1988-89, whereas the Port of Los Angeles generated
approximately 1.8 million. Applying a filat fee per TEU, similar in concept
to the ICTF's assessment of $30 per container load, couid conceivably

generate as much as $48 million annually for Long Beach, and approximately

54

$57 million for the Port of Los Angeles. Present annual debt service on

existing bonds and subordinate lien debt is approximately $34 million
annually, for which the%e 4s ample ekisting coverage'(excldding the proposed
$242 million issue, debt coverage is approximately 7.5 net, or $7.50 of-
revenuelfor each $1.00-of requiréd coverage'.55 A flat'TEU fee should more.
than provide sufficient coverage for a "worst-case" issue for the full cost

of providing corridor improvements, or approximately $800 million; an issue
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of this size would roughly require $66-67 éillion annually in principal and
interest payments.s6 Sufficient administrative mechanisms and recordkeeping
would have to be developed, however, to keep track of the assessment; and even
more important, develop the mechanism for assessing the fee in the first
place. It is assumed that the respective Ports' finance staff would be
closely involved in developing this information and providing the assessment
to the bond fiscal agent on behalf of the JPA.

Another approach to providing a revenue stream for a corridor issue
may be through development of a rail car assessment fee. Again, a
comprehensive study of rail car movements through the Ports, inbound and
cutbound, has not been formally prepared. There may be, however, sufficient
available information on movements that could be integrated into an acceptable
form to develop fiscal projections.57 )

Again, an eqguitable pasis could be used in development of a rail car
fee, such as tonnage, type of cargo, or a flat fee per car. A fuller
exposition of this possibility will be reserved for the "best-case, worst-case"
scenario concluding this éaper. |

At this juncture, it may be useful to consider the Ports' function as
lessor, by analysis of the Port of Long Beach's operating performance. The
Port operates as a ]and1otd,vleasing or assigning all docks, wharves,
transit sheds, and terminals to shipping or terminal companies and other
private firms for operation of such faci]ities.sg The major sources of
income to the Port of Long Beach are shipping services (wharfage, dockage,
and special marine facilities rentals), leases, office and.land rentals, and

59

utitity services. Total operating revenues from leasehold income increased
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from $63.7 mitlion in 1985 to $95.5 mitlion in 1989, a 50% increase,60

‘whereas operating expenses rose from $24.1 million to $25.5 million in the
same period, representing only a 6% increase. Property agreements within
the Port area for industrial and commercial use constitute the Port's
largest anﬁ most stable source of-incbme. There‘are'agreements4withinf
102 private companies and five goVernmentaI agencies. Of these agreements,
21 are preferential assignments, 56 are leases, 31 are revocable permits,

61 Agreements for commercial property are based

and 30 are area assignments.
either on a flat rental or on a percentage of gross revenues, subject to a
fixed minimum rental. Revenue from the majority of waterfront properties
and facilities is based on tariff charges for wharfage, dockage, storage,
and demurrage, with a guaranteed minimum return. . Tariffs are set by the
Board of Harbor Commissfoners and published periodically,

The top ten revenue producers for the Port of Long Beach include:
Long Beach Container, with annual revenue of $13.1 million; California
United, with annual revenue of $£9.1 mi11ioq; and Metropolitan Stevedore,
with annual revenue of $f.8 million. Total annual operating revenue for
the fiscal year 1988-89 was $85.1 mil]ion._ Other significant producers
include SeaiLand Services ($5.8 million) and International Transportation
Services §$7.6 mi11ion).62 “

Totai inbound cargo to the Pﬁrt increased from’35 million hétrié revenue
ton (MRT's) in 1985 to 49 million in 1989; total outbound cargo increased
from 17.3 million to 19.8 million in the same period. Dockage revenue

increased from $1,186 per vessel in 1985 to $1,781 in 1989, a 50% increase.
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There are six majof container terminals at the Port at present:
Sealand (with spaces for 19,112 containers in different configuraiions);
Maersk Lines (with spaces for 4,260 containers); Long Beach Container
Terminal (with spaces for 16,600 containers); International Transportation
Services (with spaces for 16,800 containers, on-ground and chassis
configuration); Pacific Container (with 12,000 container spaces), and
California United Terminal (with 16,900 spaces).63 Leasehold growth will
bé enhanced even further by future construction of on-dock intermodal
rail yards.

As a final note, minimum future lease/rental income appears to be
substantial, amounting to approximately $35-45 million yearly from
1990-1994 and a total of $331,513,000 for all years thereafter.

The next section of this paper will explore the history of Port capital
market financings. The aforementioned leasehold information is provided to
set the stage for this analysis, and to-offer the suggestion that the
possibility gxists that in addition to the suggested revenue streams mentioned
in the preceding pages, that sufficient leasehold interest and ;apacity
exists for consideringLrenegotiation or restructuring of existing ;eases as
they come due, to provide anothef source of funds for a proposed céﬁridor
re;enue bond issue. Iﬁasmuch as all Port issues are underpinneq by Port
gross revenues, a ﬁortion of 1ea§eh§1d revenues could be forma]ly'éet aside
by the Harbor Commission to further "broad-base" revenue to be used to
finance a Corridor issue.

The Port at present has two series of revenue bonds ocutstanding, the

1972 Bonds and the 1980 Bonds. The 1972 issue has $3,760,000 outstanding,
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and is scheduled to mature in 1990 and 1991; whereas the 13980 issue is
composed of both serial and term bonds. The seria?{portion, in tﬁe amount
of $2,975,000, s scheduled to mature also in the above two years; whereas
the $78,750,000 in term bonds are scheduled to mature from 1992 to 2003,
and are subject to redemption at the option of the Board of Harbor

64 An interesting sidenote to the 1980 issue is that this

Commissioners.
bond included a 10 percent term provision due in 2002. The average life
of this maturity will actually be 18 years rather than the 23-year stated
maturity, because of an active sinking fund which will begin in 1992,65
Simply put, interest-costs savings will be realized by the Port by reducing
the average 1ife of the issue. This technique is especially important in
times of market turbulence, when investors' preferences for short maturities
can be addressed through the use of rapid paydown of principal on a term
maturity through the use of a sinking fund.sﬁ
In 1986, the Port additionally issued $19.8 million in Certificates of
Participation (explained in greater detail later in the paper) to rébresent
installment purchase payments by the Port for two fire boats and six container
cranes.67» Approiimately $18.2 milljon remains outstanding on these two issues.
To summarize, the Port of Long Beach has enjoyed a succéggfu1 historj
of financings in the capital markets to construct or acquire needed
facilities aﬁd equipment. -Ité revenue strﬁcture appears.ssuéﬂ, and
sufficiently broad-based to meet future debt service requirements, including
a‘partia1 or full issue for the corridor project, if that should be the
direction of the CTC/JPA. There is every reason to believe that the Port

of Los Angeles possesses an equally sound fiscal and administrative structure,
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and that its revenue picture is as equally“bright, in view of recent
diversification of operations at that facility, and equally impressive
cargoc tonnage growth occuring. .

In this section so far, the use of revenue bonds for financing the
corridor has been analyzed, as have been potential “revenue streams", or
user fees to meet debt service requirements for a hypothetical issue.

Also analyzed briefly was the history of the Port of Long Beach capital

market financings. Let's now turn attention to other potential financing
tools available in the investment market, including a fuller explanation

of the potential role of certificates of participation {mentioned previously),
use of industrial development bonds, State bond programs, short-term
borrowing, assessment districts, and other techniques in current use.

These alternatives, it is hypothesized, are less desirable from the
standpoint of raising large amounts of funds for the corridor project, but
could be used successfully in conjunction with a revenue bond issue, or in
combination with proceeds from a revenue issue and other sources of funds,
primarily Federal. A future chapter of this paper will turn attention away
from the capital markets, to sources of public and private funding, and
combinations thereof. In the concluding section, "best-case, worst-case”
scenarios involving a blendﬂof private market financing an&'pub]ic funding

will be explored in greater detail.

CHAPTER '4: OTHER FINANCING TECHNIQUES THROUGH THE CAPITAL MARKETS, AND POSSIBLE
USE_OF STATE BOND AUTHORITIES

In the preceding chapter, an analysis of potential revenue streams in
the form of user fees or assessments against clients of the Port was set

forth as a possible approach to financing a revenue bond issue for the



30

CTC/JPA project. Use of assessments and user fees have specific advantages,
in that they are generally: (1) reliable; (2) quantifiable; (3) équitabie-
the cost is ideally borne by all users of the facility, and (4) best fit
the philosophy and covenant reguirements of the types of revenue best
suited to pay back revenue bonds.

0f course, use of such potential fees places the onus of responsibility
for generation of revenue for the Corridor project zimost entirely on the
Ports. In fact, benefits deqived from the Corridor project will accrue
to motor carriers and:the ra{ﬁ Tineé as well. Broaﬁwbasing the revenue
stream, or using a diversity of user fees to share the cost of the Corridor
project was therefore stressed.

There are, however, ogher approaches to structuring a financing that
may bring in additional “tfaﬂsportation partners” actively into the project.
The CTC/JPA may consider the use of certificates of participation to finance
a portion of the Corridor project, for example. Certificates of participation
can be defined as obligations of a public entity based on a lease or
instaliment sale agreement. Payments to certificate holders may originate '
from the general fund (in the case of a lease) or a sbecial fund (in the |
case of an insta]]menf.sa1e).68

Certificates have become extremely popular in Ca%1f0rn1a because their:
_use is not subject to Art1c1e XVI, Sect1on 18 of the State Constxtution,'
which requires voter approval for all local govermment bond issues,69

Certificates are alsc not subject to other statutory requirements

applicable to bonds, including interest rate limitations, election requirements,
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competitive sale requirements, or semiannual or fixed rate interest payment
requirements. Certificates of participation {COPs) alliow the puﬁlic to
purchase (in $5,000 incremgnts) participation in a stream of lease payments,
installment payments, or loan payments relating to the acquisition or

- construction of specific equipment, land, or facﬂities.70

COPs have been used to acquire or construct major public projects over
the last ten years, including administration buildings, public safety
facilities, courthouses, detention facilities, school buildings, parking
garages, and recreational facilities. COPs may also be used to finance
qualifying private projects on either a tax-exempt or taxable basis.

In the case of public projects, the obligations are "triple-net"”,
requiring the public entity obligor to pay all operating and maintenance
costs, taxes, and insurance on the property.71

The principal parties to a COP financing include (1) the public entity
gbligor; (2) a private company, private leasing corporation, non-profit
corporation or public agency, including joint powers authorities; and
(3) the trustee (usually the corporate trust departmenthof a commercial ‘
bank). The Tégal documents needed to structure a COP issue include (1) the
obligation, which can take the form of a lease agreement,.ﬁﬁsta11ment sale
agreement, or loan agreement between the two principal parties that describes’

the paymehf schedule, insurance, abateﬁent provisions (if ény),and events of

default; (2) a trust agreement between the trustee and the two principal

parties that describes the use and investment of certificate proceeds and

remedies on default; (3) an assignment agreement between the public or private

entity and the trustee by which the public or private entity assigns certain
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of its rights and duties to the trustee, including the right to receive
payments and the corresponding obligation to pay certificate holders, and
(4) in the case of a public construction project such as the Corridor,
either a site lease, whereby the obligor leases the site it owns to the
public or'private entity so that entity can construct the improvements,

or an agency agreement, that provides that the obligor is empowered to
72

oversee construction.
There are three types of obligations that can serve as the basis for
COP issues: (1) long-term leases, (2) installment sale agreements, and
(3) non-appropriation leases, of which the latter are generally used in
states other than California that are not permitted by judicial precedent

73 A California variant is the local

to structure long-term leases.
government COP/TRAN issue (Certificates of Participation/Tax and Revenue
Anticipation Notes}, in which local agency tax and revenue anticipation
notes are pooled together and registered in the name of the selected
trustee. The trustee in turn prepares, executes, and delivers to the
underwriter COPs secured by the pooled notes. Four COP/TRAN issues were ’
completed in éhe State of California in 1987. For one isspe, the trustee
was a traditional bamk and trust company. The trustee foéﬁ%he second issue
was the county in which the’local agencjes incurring the TRAN debt were
located. In the COP/TRAN szues, the aggregate principal'émount of the COPs
' is equal to the aggregate principal amoaﬁt of the TRANS. The COPs, from the
COP/TRAN issues sold in 1987, were deliverable in a maturity of one year.

By further explanation, tax and revenue anticipation notes represent

short-term debt issued by local governments in anticipation of property or
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sales taxes, or other regularly received state subventions. TRANS are used
primarily to smooth out cash-flow for local jurisdictions. The City of
Los Angeles, for example, uses TRANS extensively.74
Potential advantages of using COP/TRAN issues inciude: (1) reduced
costs of issuance, (2) lower interest rates, (3) other cost savings achieved
through economies of scale, (4) easier market access, and (5) availability
of more sophisticated financing structures.75
In terms of disadvantages, timing of the issue could be a problem,
and local agencies may not be equivalent credit risks or have the same
credit rating; although in the case of the CTC/JPA, recent credit assignments
for both the Cities of Los Angeles and Long Beach and their associated Ports
have been excellent. This situation may change with the widening budget
deficit being experienced by the City of Los Angeles, or in the event of
instability in Asian markets, from which the Ports derive the bulk of their
revenue.
A fuller or more detailed discussion of COPs or COP variants is beyond
the scope of this paper. Let's now turn attention to applicability of "COPs
to financing the consolidated transportation corridoé.
As mentioned pré&ious]y, the Port,of Long Beach is%ued $19.8 million
in certificates of parti;ipation in 1986 to finance the'abquisitioh of
capital equipment such ds fire boats and container cranes. Trust agreements
were established betweeﬁ the City of Long Beach through its port, a non-profit
corporation, and a'trustee.76 The Port has therefore successfully used this

financing technique for equipment acquisition; its use for the type of projects

and construction envisioned for the corridor project is uncertain.
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One aspect of the California Government Code .pertaining to joint powers
authorities may illustrate some of the difficulities in using cerfificates of
participation in the Corridor project. Section 6500 of the Code provides
that if the project is not a public facility which generates revenue from
its operations, the project would usually be leased by the JPA to one or

7 The bonds to finance the project would

more parties to the agreement.
be secured by revenue due to the authority under a lease agreement. When
bonds are repaid, the lease terminates, and the agency which had leased
the project from the JPA obtains title to the project.78
This approach was used successfully (although not involving certificates)
to construct the Intermodal Container Transfer Facility. The Ports of
Los Angeles and Long Beach entered into a joint venture with the Southern
Pacific Railroad in 1984, to finance the canstrucﬁion of the facility. The.
ICTF, which opened in early 1987, was leased to the Southern Pacific as
tenant; the line has since fully developed the 200 acre site and assumed
operational responsibi!i{y. The joint venture issued approximately
$54 million in revenue bonds on behalf of the Southern Pacific to construct
the ICTF. On May 1, 1989, the joint venture issued $52.3 million in
refunding bonds on behalf of the railroad, to retire the 1984'§ends.
The bonds are payable gglglx_from payments by the Southern Pacific
under a long-term lease agreemént for use of the facility. " The original
site was owned by the Port of Los Angeles. The nature of the bonds is such
that the long-term indebtedness is that of the railroad, and not of the
joint venture, or either of the ports.79
The joint venture's source of income is from the tenant, Southern Pacific,

which has assessed a fee of $30.00 per container load entering the ICTF.80
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A different set of facts surrounds the Corridor project. The project
right-of-way is in fact owned outright by the Southern Pacific; A]ameda
Street, on the other hand, is under public ownership. South of Highway 91,
Alameda Street is considered a State highway, and is part of the State
highway system.. Rolling ;tock, which is comprised of the physical assets
of the Southern Pacific and the two other lines, i.e., locomotives,
double-stack equipment, containers, boxcars; actual laid rail, are either
leased assets of the railroads, or are owned outright by the rail lines.

Use of certificates of participation is dependent on whether the
Corridor project can be defined as a "public entity" capable of generating
revenue; failing that, the California Government Code specifies that the
project would usually be leased by the JPA to one or more parties to the
agreement. Inasmpch as the CTC/JPA does not “own" the rail right-of-way,
and if negotiations were successful with the Scuthern Pacific, it could then
purchase it and "lease-back" the right-of—way to the railroad, which in turn
would make rental payments to the CTé/JPA‘s trustee, for payment to investors.
One figure mentioned puts the acquisition of the right-of-way as high as
$100 million. |

In addition, when certificates of participation are used té finance
'private projects, the private beneficiary is responsible for ali‘éperating
and'maintenance'costs, taxes énd}insurance for the project.sr In most
California bond counsels' view, property that can be made subject to the
lease must be depreciable and transferable. For example, bond counsel has

generally held that street and roadway improvements cannot be subject to a

lease, because they could not be transferred to the lessor in the case of
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default, because the lessee had already granted easements to other public

82 Lease agreements generally provide that upon default,

and private entities.
the trustee (as assignee of the lessor) may reenter and take possession of the
leased property, lease the property to a third party, and attempt to recover
. any loss in rent from the lessee. However, repossession of public facilities

a3 The point is therefore: certificates

could be time-consuming and difficult.
could possibly be used quite successfully in & “reverse participation” role
by acquiring the rail corridor right-of-way, but would in all probability not
be used for improvements such as widening of Alameda Street, or other “public"
improvements. !
The probable tax consequences and advantages/disadvantages of this
approach would require substantial analysis by financial analysts and bond
counsel, particularly in respect tc the Southern Pacific. There will therefore
be no further detailed discussion of the legality of this approach in this paper.
For certi?icates to be feasible, State law and the capital markets would
require fairly stringént security provisions. For]example, sufficient
proceeds from the certificates wéuld need to be allocated to pay interest
during construction of the corridor project, with some cushion to allow for
unexpected events. The obligor (JPA) may also Be required to obﬁain
‘performance and payment bonds durjng construction, and all risk insurance
for the term of ‘the obligation. .Inasmuch as leasing of the corridor back to
“the Southern Pacific would be 1059-term in nature, the JPA may alsoc be required
to provide rental interruption insurance. In addition, a reserve fund or

credit enhancement substitute for benefit of certificate owners may be required.84
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But in reality, the JPA's need for the Corridor is in jtself an important
form of security. If the Corridor is used to prdvide an essentiai service,

a greater likelihood exists that the CTC/JPA will appropriate the annual
payments to avoid an event of default.

The use of certificates of participation for rail improvements only, and
engineering costs associated with such improvements, will be included in a
"best-case, worst-case" scenario concluding this paper. A hypothetiéaT
figure of $100 million for purchase of the Southern Pacific right-of-way will
be included in the $790 million estimated cqst of completing Corridor
imprméements, generating a new project total of $890 million. It should
be noted that when the Southern Pacific "repays" the JPA according to the
lease terms specified in issuing the certificates of participation, the
right-of-way will revert back to the railroad. All payments, of course, will
be in fact handled by the trustee, who will use the lease proceeds toc pay
back the holders of the certificates. This approach could be tried with
success, but with the overall complexity of the transaction, and given the
possible additional participation of two other rai{ 1inés, it may neverﬁheless
be a Tess desirable capital markets technique than use of revenue bonds.

The 1986 Tax Reform Act put se;g}e limits on the use of traditional
industrial development bonds to finance public improygménts; and wilT ot be
explored further in this section. fhe financing requireme&fs of the magnitude
of the Corridor project would negate the use of such a technique. Existing
State-financed pools for borrowing funds to defray a portion of the cost of
Corridor improvements are not realistic, inasmuch as the available funds are
quite small in relation to the project, and pools are already dedicated to

funding of health care and educational improvements.85
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Dedicated pools formed by organizations such as the League for California
Cities will also not be discussed in this paper, due to limited cépitalization
of such pools, and stringent borrowing requirements imposed on local entities.

Of greater interest is an industrial development bond pool program
recently -establishied by the California Manuf;ctuvers' Association and the
Leage of California Cities as the "Bonds for Industry" project. The program
provides for both tax-exempt and taxable pooled issues.

Public entities typically issued industrial development bonds (IDB's)
to assist private business for public benefit, such as job creation, enhanced
sales taxes, and the 1ike. The Tax Reform Act of 1986 restricted the use of
tax-exempt IDB proceeds to manufacturing facilities, e]iminaﬁing the tax-
exempt alternative for retail and commercial use. It also eliminated bank
incentives for holding tax-exempt bonds.86 Prior to tax reform, almost all
industrial development bonds were purchased by banks.

The Bonds for Industry program, however, was developed to alleviate the
impacts of tax reform, and potentially offer local jurisdictions (inc1ud§ng
JPA's) and businesses the opportunity to continue financing with IDB's using
either a taxable or a fax-exempt aiterﬁative.

Although no bonds have been issued under thfs program, Bonds for Industry
could conceivably Be used by the CTC/JPA to support.corridor businesses, or
pro&ide funds té the Eaii.lines tozexpand or imﬁroée upon preseht facilities
and services.

The Ports themselves could use such issues to attract small to medium-sized
support businesses either to the Ports or along the Corridor. Issuances through
the Bonds for Industry program may provide significant inducements for the

rail lines to cooperate in the corridor project. This in itself is sufficient

reason to consider Bonds for Industry as a viable potential financing tool.
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The use of short-term borrowing (the use of COP/TRAN issues was mentioned
briefly eariier in the paper), such as through issuance of BAN's (bond
anticipation notes), TRAN's (tax and revenue anticipation notes) and GAN's
{grant anticipation notes) deserve mention in'this discussion of capital
market financing techniques, as they could provide useful methods for providing
"front-end" short-term financing for essential elements of the corridor
project. Short-term financing is used extensively by cities and counties
in California, usually to "even-oﬁt“ temporary cash-flow deficiencies. For
example, short-term borrowings in the form of BAN's could be used by the
CTC/JPA successfully to "jump-start” critical corridor improvements in
anticipation of proceeds from revenue bonds or certificates of participation,
enabling the entity to get the project underway in an expeditious manner.

Such an approach would be useful in starting high-priority segments of
the project, such as grade separations. As such, short-term issuances have
& useful potential role in the "arsenal" of techniques that could be used by
the CTC/JPA tovaccéss the capital markets. A scenaric including the use of
BAN's will therefore be provided in our "worst-case, best-case” analysis.

The use of COP/TRAN issues could also be considered if the CTC/JPA's
'spcnsoring entities, either the Ports or the Cities of Los Angeles or Long
Beach, decide to use a pledge of génerai fund revenue to back issuances of
certi%icates of participation. As meﬁtioned prev{ously, there are}significant
restrictions on use of COPs for the corridor project. In addition, both cities
are experiencing moderate to severe budget shortfalls, and contributions of
general fund revenue is highly unlikely.

This paper will not discuss the use of assessment bonds under either the

1911, 1913, or 1915 State Acts, as it is not judged to be a viable technique
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for the Corridor project. Nor will there be an attempt to delve into the
possible use of Mello-Roos Community Facilities Districts to finaﬁce the

costs of the Corridor, as formation of such a district involves:

(1) establishment of a special tax levied against residents or businesses
along the Corridor route, a potential jurisdictional guagmire; or, in the case
of assessment districts, development of (2) a complicated system of
assessments against property owners along the Corridor, which would have to be
closely monitored; (3) use of Mello-Roos or Assessment Act proceedfngs would
reguire a special election, and (4) anticipation of substantial opposition by
residents and businesses to formation of such a district. Use of Mellc-Roos
or assessment district techniques, while important tools in other contexts,

do not appear to belong in a realistic discussion of access to funding for
the Corridor project.

The use of general obligation bonds to finance the Corridor project is
relegated to a concluding analysis regarding capital financing, because of
the two-thirds majorityirequirement'of those voting in a local election to
authorize general obligation bond issues for specific projects. Public
entities other than cities, counties, and school dist}icts must have specific
legislative authority to issue general obligation bonds, and the statutory
provisions and procedures may va%& depending on ‘the particular law: under
whicﬁ the bubiic entity was incorparéted487

From an investor's standpéint, general obligation bonds are the most
secure type of municipal bond avai1ab1e, and therefore, attain the lowest
yields of any comparable long-term securities.88 The issuer has been
authorized by the voters to levy an ad valorem tax on all taxable property

within its jurisdiction, at any rate necessary to collect enough money each
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year to pay for principal and interest coming due on the outstanding bohds.89

In addition, the issuer has pledged its full faith and credit to bay for the
indebtedness.

General obligation bond issues are also the most cost-effective form of
. Tong-term financing because the issues require neither a reserve fund nor
funded interest during construction of the project financed with the pfoceeds

%0 Caosts of issuance may be less because the bonds are easier

of the bonds.

to market, Qtructure, and réview from a legal standpoint. Annual and total

debt service is also less than that of a revenue bond or financing with COPs.
The major issue in using general obligation bonds is the time necessary

to educate voters about the need for financing, holding the election, and

then t0 structure the issue and sell the bonds. Resolutions must be adobted

by governing bodies to place the issue on a ballot, and the type of improvement

51 After the two-thirds voter approval, the governing body

must be specific.
must adopt a resolution authorizing the sale and issuance of the bond issue.
Because time is of the essence in the Corridor project, use of general
obligation bonds does not appear to be a viable alternative. The requirement
of two-thirds voter approval may require a spebial citywide election in both

92 It is unlikely that with the anti-tax sentiment

Long Beach and Los Angeles.
still prevailing since Propéﬁitien 13 that such massive issuances would be
'approéed by'the voters, despite'the-urgent néed for the Corr{por project.i
This discussion of capital markets will therefore conclude that the best
possible approach, and certainly the most realistic, is for the CTC/JPA to
issue revenue bonds as a joint-use facility pool, utilizing a judicious
combination of user fees and assessments to back the issue, similar to the

approaches already mentioned-"gate fees", "rail-car fees", and TEU "assessments”

are all viable alternatives.
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The next chapter will discuss potential Federal, State, local, and
private funding in construction of the Corridor project. However, it will be
reiterated that such revenues may serve only as an adjunct to funds that can
be raised in the capital markets, given the enormous projected dollar cost of
the project. Reauthorization of the Federal Surface Transportation Assistance
Act in 1991 appears assured; representatives of the CTC/JPA and the respective
Ports/city councils have gone on record requesting over $330 million in STAA
funds for the project. However, granting of such funds is far from certain.
Analysis of funding alternatives will therefore begin with the Federal
Government, through the Federal Highway Administration. There will also be a
full discussion of the three upcoming Statewide transportation prqpositiens
{known collectively as the California Clean Air and Transit Initiative) and

how their passage could potentially affect financing for the rail corridor.

CHAPTER 5: FEDERAL, STATE, LOCAL, AND PRIVATE FINANCING ALTERNATIVES

The Federal-Aid Highway program is administered by the Federal Highway
Administration, part of tﬁe U.S. Department of Transportation. The primary
purpose of the Program is highway planning and construction, by assisting
state highway agencies in.development, construction, and rehabilitation of
the Interstate highway syéteme‘ The Program also provides for funds to foster
safe highway design, to replace or rehabilitate deficient or obsolete bridges,
and to provide aid for repair of primary, secondary, and uréan roads and
streets after disasters.

The ?edera] Highway Administration'(FHwA) administers formula grants and
project grants in provision of assistance, primarily through state

transportation agencies.93 Funds cannot be used for maintenance activities,
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such as-pothole patching. Special prcgram; are provided for highway safety,

bridge replacement and rehabilitation, and railroad grade crossing improvements

for roads on and off the designated Federal-aid (Interstate) systems.g4
In most cases, the State level office of FHWA makes the final decision

on the eligibility of specific projects for funding, but state highway agencies

generally decide which projects will be developed within “apportioned funding

% Rail-highway crossing program funds (Section 130 funds) are

levels".
provided fhrough the Fedefal Aid Highway Program for safety devices and
construction/rehabilitation of grade crossings.

A stipulation of Section 130 funds, according to Mr. Bob Wynans of the
FHWA, is that 50% of the funds must be used for protective devices at
crossings, whereas the other 50% may be used for other rail or highway
purposes. Approximately $148 million was authorized by the U.S. Congress for
this program in Federal Fiscal Year 1989-90; it is anticipated that funding
Tevels will stay the same, or increase sfightly in subsequent years.96
The Federal share of project costs is generally 90%; the CTC/JPA (or other
source, including the involved railroads) would provide the other 10%.

Buring fiscal year 1988, $225 million in special safety funds for railroad
grade crossing protection, eliminating roadside obstacles, general site
improvements correcting high hazard locations, and improving markings was
obligated by the FHWA.

To be eligible for funds, most projects must be 1ocate& on one of the
designated Federal-aid systems, and included in a statewide program of
projects sﬁbmitted for Federal approval; In the case of the Corridor project,
Alameda Street south of Highway 91 has been so designated in the California

State Transportation Improvement Plan (STIP) and is therefore e1igib1e.97
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However, the Rail-Highway Crossings Program is fortunately a major exception
to the designation rule, as funds may be provided for public roads or
thorough-fares other than on the Federal Interstate system. Proposed projects
meeting certain dgsign, environmental, and safety standards may therefore be

. designated for funding, even if not on 2 particular Federal-Aid System.s8
Project sponsors, such as the CTC/JPA, may submit applications for funds
directly to the Caltrans. Normally, such projects must qualify for STIP
inclusion aﬁd eventual approval by the California Transportation Commission.
’ In addition, regular Federal-aid highway funds, such as primary,
secondary, and urban funds, may alsoc be used for improvements at rail
crossings that are not necessarily to improve safety, such as those that
will improve traffic movement. However, use of regular Federal-aid funds
are limited to public crossings located on the Federal-aid system. Whereas
the Federal matching share for Section 130 funds is 90%, the share for
regular highway funds is normally 75%. Thfs can be increased by the state
to 100% of construction and engineering costs on & limited basis.

In the past 12 years, é?most as much regular Federal-aid funds as
Section 130 funds have been spent in rail-highway crassing improvements,
mostly for grade separation structures. .

Within the Catalog of Federal Domestic Assistance, there appear to be
"no other p@teﬁtié1 funding sources other than those describeq above. Thé
Federal Maritime Commission operates a small ($25ﬁ-350?000 annually)

demonstration program for American ports, primarily granted for long-range

89

planning studies, or demonstration of new port technology. Mr. Wynans, in

a recent telephone conversation, did refer to a demonstration program for-

relocation of rail lines funded through the FHWA, now active in 19 cities
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*Exhibit 3%
TABLE 130-1

RAILROAD-HIGHWAY CROSSING IMPROVEMENTS 46
FEDERAL FUNDS OBLIGATED
($ millions)

Section 130 Other Federali-Aid - Percent
Fiscal Year Safety Highway Total Section 130
1974 4.4 186.6 191.0 2.3
1975 33.9 246.6 280.5 12.1
1976 58.1 214.5 272.6 21.3
1877 88.9 214.1 313.0 31.6
- 1978 "173.1 221.9 3985.0 43.8
1979 180.4 189.0 379.4 47 .5
1680 171.6 202.7 374.3 45.8
1981 . 184.6 184.6 369.2 50.0
1882 144.1 96.4 240.5 59.9
1983 187.8 158.8 346.6 54.2
1984 243.9 146.4 380.3 62.5
1985 140.5 103.9 244 .4 57.5
1986 150.4 897.% 248.3 60.6
1987 123.8 141.4 265.2 46.7
1988 113.0 140.7 253.7 44.5
1889 147.7 * * *
FY 1974-1988 2,008.6 2,555.5 4,564.0 44 .0
FY 1974-1989 2,156.3 e commeom srenpann
Average 1978-1988  164.8 154.0 318.8 51.7

* Unavailable

FHWA, Railroads, Utilities and Programs Branch
November 29, 1989
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throughout the United States. At the time of the conversation, he was of the
opinion that all STURRA (Surface Transportation and Uniform Relocetion Assistance
Act) funds had been obligated. Such funds may, in any case, be used only for
physical relocation of rail lines.

Wnile it is hoped that with reauthorization of the Surface Transportation
Assistance Act in 1991, that the $332 million requested by the CTC/JPA will be
appropriated.by Congress. However, there is no solid evidence that these
funds will be programmed, new or in the foreseeable future.

A figure of approximately $148 million was mentioned earlier for FY 1990
funding for the Railroad-Highway Crossin@s Program (Section 130 funds). This
figure, of course, represents a national funding amount; competition among
state transportation agencies is expected to be keen. The estimated total
cost of 13 additional grade separations at $13 million each (3 have already
been funded), in connection with the Corridor project, or a total of
$169 million, alone exceeds the amount of the most recent available Federal
funding through this program. | )

Crucial toc the future of Federal suppdrt of this project are the continued
efforts of U.S. Representative Gienn M. Andersoﬁ of the 32nd District (D-Long
Beach). Representative Anderson was instrumental in obtaieing fundiné under
the last reauthor1zat1on of the Surface Transportat1on Assistance Act in 1982
'and 1987 however, present Corr1dor f1nanc1ng requ1rements (that proposed to
be funded by the Federal government) are almost three times the amount received
in the last two authorization rounds, which totalied $117 miilion. The amount
proposed for the Federal share of Corridor improvements is $332 million, or

approximately 40% of the total project cost.100
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Two other potential sources of Federa{ funding have been mentioned in
connection with the Corridor project, but have since been terminated by
Congress, or are in the process of termination. These are: the Urban
Development Action Grant (UDAG) program, and programs offered through the
Economic Development Administration (EDA}, U.S. Department of Commerce.

Even if these programs were still active, the vast financing reguirements
of the Corridor project would render the limited amount of funding available
through either proéram meaningless.

It is hoped that the Federal funding picture changes in time to assure
that adequate funds are provided to ensure that the Corridor is assisted in
a meaningful manner. However, Federal funding for the Corridor may ultimately
play an extremely minor role in financing the costs of the Corridor project.

It should, however, be noted that $58 million in appropriated project
funds materialized in 1982, and an additional $59 million was appropriated
by Congress in 1987; this, at a time of an even higher national budget
deficit, and on the tail end of one of the most severe recessions in the
Nation's history. It cannot, therefore, be said with certainty that the
bulk of the $332 million requested in Federal funding for the Corridor
‘project will not mater'iaﬁze.m1

As is the case with the Federal Government, the State of Ca]ifornia may
face a substantial budget deficit in fisca} year 1992, and the State;
Transportation Improvement Plan is oversubscribed in terms of avaiiab]e
Federal and State gas tax funding by several hundred million dollars.
However, second phése Corridor improvements are identified in the PSTIP

(Proposed State Transportation Improvements Plan) for 1889 as fully funded,lez
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On a brighter note are Propositions 108, 111, and 116, collectively
known as the California Clean Air and Transit Initiative, which will be on
the June Statewide ballot.

The $18.5 billion in additional revenue that will eventuaily result from
passage of the three propositions (known collectively as the Initiative) will
be used to fully fund the 1989 STIP ($3.5 billion); an additional $3 billion
would be allocated for flexible congestion relief projects; $3 billion wouild
be allocated to cit{es and counties for transportation-related projects;
$150 million would be allocated to build all remaining soundwalls on the
Caltrans priority list, and $1 billion would be allocated for state highway
maintenance and operation.lﬂ3

The propositions, if passed, will authorize bonds in the total amount
of $1.9 billion (Proposition 116), and will simultaneously authorize Senate
Bi11 300 (Proposition 111), which increases the per gallon tax on gasoline,
currently at 9 cents, to 14 cents on August 1, 1990. The tax would be raised
an additional one cent each year tnti] it reaches a total of 1% cents in
1994,104 SB 300 (Proposition 111) also changes the STIP from a five-year to
a seven-year program to better represent avaiiable funding, and enhance
Caltrans ability to deliver projects.los '

Assembly Bill 471 will also be'triggered by passage of Proposition 111
and would increase the commercial weight fees for trucks by 40% on Aqust i,
1990, and an additional 10% on January 1, 1995.2%% The bi11 also would
increase the excise tax on diesel fuel by five cents a gallon in 1990, and
provide for an additional one cent per gallon each of the following four

years°107 SB 300 (Proposition 111) calls for increased spending to provide

congestion relief through construction of state highways, local streets and

roads, and transit projects.
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Lastly, the Initiative will trigger AB 973, which would authorize the
sale of three $1 billion bond issues in 1990, 1992, and 1994 to finance rail
improvements including the acquisition of right-of-way and purchase of
equipment. The measure also identifies intercity rail corridors which would
‘be eligible to receive funds, which will be aliccated by the California
Transportation Commission. The bonds will be issued only if the voters
approve SCA 1 (Proposition 111 on the ballot), which would revise the Gann
spending 1imit.108

The $3 billion earmarked under Proposition 111 for Flexible Congestion
Relief projects ﬁay be used on the Corridor. According to Gil .Hicks,
Long Beach Port Planning Manager, $30 million in "Category B" improvement (TIP)
funds have already been set aside by the Los Angeles County Transportation

109 ith an additional infusion of

Commission for widening of Alameda Street.
gas tax funds through passage of Proposition 111, additional segments of the
Corridor project could be funded in an expeditioué manner.

To summarize, Proposition 108, the Passenger Rail and Clean Air Bond
Act of 1990, will provide for a bond issue of cne bilfion dq]1ars to provide
funds for acquisition of rights-of-way, capital expenditures, and acquisitions
of r§11ing stock for intercity rail, cdmmuter rail, and rail transit programs.
The bill provides that money will be appropriated from the State Genera{’Fund
to pay off the bonds. 4Proposition 111, the Traffic Congestion and Spendﬁng
Limitation Act of 1990, will enact a statewide traffic congestion relief

program,and update the spending limit on state and local government.

Proposition 111 contains all of the provisions of SB 300, discussed earlier.
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THERE'S A LOT RIDING ON IT!

WHY CALIFORNIANS SUPPORT 111 & 108!

California has reachad a crossroads. We enter 2 new decade facing ronumental challenges = managing
unprecedented traffic congestion, coping with axpicsive population growth, addressing spiraiing heaith care
costs, ansuning adequate law enforcamaent and public safety protection and teaching our children the skills
necessary to compets in the modem workiores.

Tha nature and magnitude of these demands cail for an innovative and comprehansive pian ~ a biueprint
to move Califomis toward the start of 2 New Camury.

That's wity the Califomia Association of Highway Patroimen, Calfomia Taxpayers Association, League
of Wornen Voars of California, Callfomnia Transportation Commission, California School Boards Association,
Calfarniz Cormnission on Aging, Callfornia Chamber of Commarce, Caifornia State Automobie Association
and scores of other taxpayer, ssnior, business, hesith care, labor and education organizations suppon the
Traffic Congestion Rellsf and Spending Limitation Act of 1990 -~ Proposition 111 on the June 5 balict.

Prapaiﬁomﬁ contains two major componens that will provida the resources and direction necgssary
to agddress today's chalenges: 3 traffic congestion reilef package and a modification of the euxisting
govermmant spending Hmit.

Tratfic Congestion Reiiet:

mmmmmm Nolmgsmwyhtrwmaiormn
areas, griciock now piagues us ail and it°s going to get worse. Alotworse! Congestion is expected 1o double
- gl gven Tiple in some areas = in just 10 years.

Even if revenues wers avaiiable, we can no longer expect to simply buld our way out of gridiock. Those
days areiong gone. Wa need a dramatic change indirection. Proposition 111 cutlines 3 sensibie, far-reaching
transportation package that utilizes innovative strategies to tackie today's unigue traffic probiems and bertter
prepare for tomorrow’s needs. it sets new priorities. it repressnts a whale new comprehensive approach 10
saiving cur traffic nightmares. Proposition 111 wi frequire $18.5 billion be spernt over the next ten years ta:

o Maie our freeways, bridges and streets earthauake safe. |
e Complete highway and mass transit projects suhortzad b not fundsd.
) &mwmmabﬁmwmm
o Reduce pasi-hour taffic by expending van, carpodi and saggered work hodr programs.

e Expand local rai transit systems in Los Angeies, the Bay Area, San Diego, Sacramento. Santa Clara,
San Joaguin Vailey, Riversice, San Bernarging, Orange, the coastal counties and eisswhere.

e improve traffic fiow through synchronized signais, ireeway ramp signais, electronic traffic message
signs and other Modern devices.

o improve state highways.

11t Anza Bowloverd., Sune 408, Bucingame. CA 94010 - Prore: (415) 340-0470 Fax: ($15) 340-1352
11400 W. COhvmens Gouiovart, Suss ZT5. Las Angens. CA SC0S4 - Prene: (2130 4450883 Fax: (213} 449-88C0
1921 L, Srwet, Sume 1000, Secravemo, CA 95814 - Phere: (336) 4643060 Fax: (918} 445-7104
Governor Gosrge Osuiwnepan, CRaseman - Tom titachi, Tressurer: 108 051554



*Exhibit 5* 83

Moving California into 2 New Era of Rail

Transit

Proposition 108 is the rail transit bonding portion of the comprehensive transportation blueprin
outlined in Proposition 111 - the Traffic Congestion Relief and Spending Limitation Act.

As required by this visionary package, over the next four years, voters will be asked to approve thre:
separate 51 billion rail transit bond measures, totalling $3 billion. Proposition 108 on the June balio
is the first of these measures.

Although the law requires that Proposition 108 — because it is 2 bond measure ~ appear separatel
on the ballot, it will NOT go into effect uniess BOTH Propositions 111 AND 108 receive vote
approval in June.

Proposition 108 will fund high priority capital outlay rail projects on intercity (Amtrak), commute
and urban corridors throughout the state. (Eligible corridors are listed on the reverse side.)

Proposition- 108 will usher California into a new era of rail mii. It will:

¢ Provide frustrated commuters and everyday citizens with real, and safe, alternatives to batlin
traffic.

e Remove thousands of automobiles from our congested sireets and highways. In fact, experienc
shows that every rail car removes 75 to 125 automobiles from traffic.

e Reduce dangerous pollution levels in the air we breathe.
e Prove cost-effective. Light rail can be built at one-tenth the cost éf_ highways.

o Keep California prosperous. According to fiscally conservative State Treasurer ‘Ihom Hayes
"Proposition 108 is exactly the kind of investment we should be making and is vital to keepin;
the California economy healthy and prosperous”.

Join the movement toward a SAFER, CLEANER and MORE EFFICIENT
TRANSPORTATION SYSTEM! VOTE YES on 108 and YES on 111!

YESON t°* § 108 @171 Anza Bosena2 Sute 406 Buwngame CASI0 1215, 3200270 £ax.375: 3301332
1100 wes Qumoe Bousvars. Suve 378 Las angwes CA 80054 82131 435-3885 Pax 2°3) 2458800
21 |, Siveet Sute "000 SACTemend CA 9ot BSTE) ddAEnl PAR 19°6) g0



*Exhibit 6*

YES ON
111:108

THERE'S A LOT RIDING ON IT!

JUST THE FACTS

Pmpos:txon 111: The Trafﬁc Cong&on Rehef and Spendmg Limitation Act
Proposmon 108. The Passenger Rail and Clean Air Bond Act

Transportation Package

Specifically, new revenues will be used to:

New Revenues:

A total of $18.5 billion will be raised over the next
10 years from the following sources:

® 9-Cent-Per-Gallon Fuel Tax Increase (5 cents on August
1, 1990, additional 1 cent on January 1, 1991, 1992, 1993
and 1994)

& 35% Truck Weight Fee Increase

¢ Rail Transit Boads {$1 billion boad in 1990 (Propositicn
108); additional $1 billion bond measures will be placed on
1992 and 1994 ballots]

New Expenditures:
(in billion dollars)

35 Compiete already-authorized projects.
30 Maintenance and repair of local streets and roads.

.30 (Prop.lOSandﬁstmeboads)Bnﬂdandexpmd
intercity, commuter and urban rail transit,

. 30 Conmctpro;mspecﬁaﬂydmpedzotedm

. congestion on existing routes. .

20  Maiching funds for city and county priority

transportation projects.

1.0 Peak-hour reduction projects, such as vanpools.

10 Highway repair, maintenance and safety.

0.5 Transit expansion, operation and mainienance.

025 Eavironmental enhancements and soundwall
retrofitting.

$1.5 billion

Earthquakeosafe freeways, bridges and streets -
Every major earthquake uncovers new ways of
reinforcing our existing transportation system tc
prevent future tragedies. We have the know-how
and technology, but lack the funds to undertake the
seismic retrofitting necessary to improve the safery
of all our bridges and overpasses.

Complete aiready authorized, but unfunded
projects - There is currently 2 $3.5 billion shortfall
in the state transportation improvement program.
Hundreds of already-authorized freeway widening
interchange improvement, general safety
reinforcements, transit and other projects have

" been halted for lack of funds. Proposition 111 wil

enable these projects to proceed.

Fix potholes and increase maintenance of local
streets and roads — A full two-thirds of our mair
roads are in fair to very poor condition and in neec
of resurfacing or reconstruction, according.to The
Road Information Program (TRIP).

Reduce peak-hour traffic by expanding van.
carpool and staggered work hour programs - The
best way to decrease traffic congestion is to reduce
the number of vehicles using the systern. More
programs and incentives are needed t0 encourage
the private sector to promote carpool and flextime
to get folks off the highways during peak hours.

YESON 117 § 108 8393 Anza Bowevard Suned0d Suwngame CABAD0 81415, 320-0470 FAX 4253 340-1392
3400 Wesi Onmexc Bowevars Suie 278, 103 Angees CA 90056 80213) 245-8885 FAX :2°J0 4458800
121 L Street Suse 3000 Saccamenco o3 35313 81946 L4-B080 FAX 1916) 504
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Los Angeles Times,

May 4, 1990.
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The passage of the centerpiece Proposition 111 legislation, which could
potentially provide a substantial portion of funding for the Cor?idor project,
is far from certain. According to Mr. Green, a media blitz is scheduled for
radio, television,and newspapers within the next two weeks, but contributions
have been spotty, despite the support of both Republican and Democratic
groups, and the activé intervention and support of Governor Deukmejian.116

Nevertheless, passage of Proposition 111 (and the allied propositions
of 108 and 116) may provide a tremendous psychic and f%nancial impetus to
future funding and support for the Corridor project.

As one surveys other funding possibilities at the State level for the
Corridor project, it becomes apparent that l1ittle exists. One possible
source is the Automatic Grade Crossing Protection Fund, which was established
by the California Legislature in 1965 to pay to railroad corporations the
cities' and counties' share of the cost of maintaining automatic grade
crossing protection devices installed after October 1, 1965.117 Since 1967,
the sum of $1 million per year has'been appropriated by the State Legislature
for maintenance of warhing devices. The fund is budgeted annually by fhe
California Transportation Commission (CTC) for allocation to the Public
Utilities Commission. ?Safety is the primary reason for the Railroad Grade
Crossing Protective Maintenance Program. -

At the July 27, 1989, California Tranéportafion Commission meeting, the
Public Utilities Commission requested, and received, an increase to $3.5
million in local assistance funding for this program, pased on need, for
fiscal years 1990 and beyond.

In addition, the State Public Utilities Commission pays-ao% for

construction or renovation of railroad grade separations, but is only



57

118 It should be reiterated

allocated approximately $15 million annually.
that the estimated cost for one grade separation for the Corridof project
is approximately $13 million. In a conversation with the Chief Engineer on
rail projects for the Public Utilities Commission May 1, 1990, it was learned
. that the grant fundiﬁg formula is currently under revision, and that further
grants will not be forthcoming ﬁntil such a time as the formula is revised.119
In any case, neither the Automatic Grade Crossing Protection Maintenance
Fund nor the Grade Separation Grant Program administered by the Pubiic
Utilities Commission constitute a primary source of funding for the Corridor
project.

To quote from the report, Improving Access to California's Ports,

published by the California Transportation Commission in February, 1990,
"While Fhe state is ready and willing to help those who help themselves, the
ports must be prepared to compete for Timited state resources..."lz0
Such resources are indeed extremely limited, and in no way can be relied
upon to fund, even partially, the large financing needs of the Corridor
project. Federal support, coupfed with successful access to the capital
markets, is absolutely essential to project success. There is considerable
iuncertainty and outright misundérstanding of the purposes of Proposition 111
.émong California voters, if one;isnto believe recent polls. Consequently,
" a sober and realistic Viewpoint;of finanéing Corridor impéovements must be
taken. "Best Case Scenario Number One", at the conclusion of this paper,
assumes passage of Proposition 111. As such, the full impact of_F]exible

Congestion Relief funding is allocated in favor of the Corridor project.

Happily, this will come to pass, if a sufficient and concerted public
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information effort by all of the many groups on record in support of the
Initiative succeeds in convincing California voters.
Attention will now be turned to possible contributions of revenues by

local governments in support of the project.

CHAPTER 6: LOCAL GOVERNMENT CONTRIBUTIONS; USE OF TAX INCREMENT FUNDS

Since the advent of Proposition 13 and Proposition 4 (knowp as the
Gann Initiative}, local governments within California have been severely
constrained in their ability to generate revenue. Proposition 13 limited
property tax assessments to 1% of assessed valuation; Proposition 4 limited
the ability of local governments within California to appropriate funds to
a statistical formula based on the Cénsumer Price Index.

Annual appropriation Timits are closely monitored by the State Controller's.
Office in Sacramento, through review of local government's mandatory submissions
of annual financial reports which detail budgetary information on local
- revenues iﬁ great detail. Passage of Proposition 4 and 13 has forced local
governments to often adopt unf%miliar and complex methods of financing needed
public works projects in order to avoid circumvention of initiative restrictions
) "on general obligation bonds, aﬁﬁ other methods of raising funds dependent on a-
‘two-th1rds majority vote of the electorate. 121 In add1t1on, the 1986 Tax
Reform Act added additional restr1ct1ons on use of bonds and re1ated financing
by local governments, and also placed severe 1imits on arbitrage earnings.

The CTC/JPA agreement neither requires, nor does it provide for,

contributions by Governing Board members; that is, the cities along the

Corridor route mentioned earlier in the paper.
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There are, however, local fund sources that, while minor, could
collectively be of some importance in financing the costs of the'project.
This paper will mention several.

State Gas Tax Construction and Maintenance Funds (known locally as 2106
and 2107 funds, referring to the -applicable State Government codes) are .
allocated to units of local govefnment in California annually, and are to
be used for rehabilitation, renovation, and replacement of local collector,
arterial, and minor streets and roads. Funds are received in the.form of
a State subvention (or grant), with only one string%attacﬁed: funds received
may be allocated to the Ic;a? government's general fund only as long as the
entity has simultanecusly appropriated & like amount of funds out of general
or special fund revenues for the same purposes.

There is precedent for use of such funds on railroad grade crossings and
pubfic thoroughfare improvements.. The City of South Gate, for example, has
budgeted.“2106/2107“ funds for upgrading of the rail crossing at the
intersecgion of Southern Avenue and Garfield Boulevard (a Union Pacific route},
and for various street constructiﬁn projects throughout the Cit_y.122 Project
components similar to those required by the Corridor project may constitute
é?igible improvements under State;guide}ine§. Funds, however, are limited;
ééuth Gate receives appfoximate1y4$1.2 million annually, an insufficient sum
'éiven the large capitéi’investméﬁt needs df the Corri&or pfoject, MCOI1ective1y,
among the eight cities adjoining the Corridor project, roughly $36 million
could be generated. It is unknown whether local city councils or the State
would be willing to see all of these funds diverted to the Corridor project,

inasmuch as many Corridor cities have other pressing priorities of their

0wn.123
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In.the discussion of Federal sources, Federal Aid-Highway funding was
mentioned. The U.S. Department of Transportation, through the Federal
Highway Administration, manages a separate fund not mentioned previously in
this paper, referred to as Federal Aid-Urban funds. Southern California
cities receive an.apportionment of funds through the State Transportation
Improvement Program (STIP) process, which describes eligible uses and dollar
amounts of FAU (Federal Aid-Urban) funding. FAU funds are administered by
Caltrans, through the Ca1ifornfa Transportation Commission (as approving
body); and ultimately, by the Los Angeles County Transportation Commission,
the regional agency responsible for coordination of local transportation
plans and funding. In the Fall of 1989, the LACTC sent a memo to all eligible
FAU fund recipients, advising them of large unobligated accounts of Federal
FAU funds, in danger of expiration in June, 1991.

South Gate successfully used local funding on improvements to Long Beach
Boulevard, within City limits, and received reimbursement by Caltrans in
July, 1980, when the City submitted payment requests for $1.7 million.
However, many FAU-eligible cities have not begun construction on budgeted
street projects, and the Director of the LACTC has advised these entities
in writing that they are in-danger of losing FAU funds by the end of fiscal
year 1991. ‘ .

' In a conversation with Gil ‘Hicks of the Port of Long Beach, he also
recalled. that there were large unobligated balances of FAU funds. -Balances
could potentially be used for Corridor financing. 2%

It was difficult, if not impossible, to obtain information from the

LACTC on unobligated balances in the FAU account. However, given local

government priorities, there may be an opportunity, within the structure of
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the JPA; to contribute FAU funds to the Corridor project in a meaningful
amount, and still meet strict Federal and State reguirements for local use
of such funds.

Some cities have developed a local approach to raising street improvement
funds. South Gate, for example, has been an innovator in generating available
capital through a strict local motor carrier weight 1imit program administered
by public safety agencies. The South Gate Police Department, in their 1989-90
budget submission, egtimated $775,GOO in revenue that will be raised through
citation revenue against overweight trucks along Firestone Bou]evard.125

Another potential source of local government contributions to the
Corridor project could be through use of Community Development Block Grant
(CDBG) funds in connection with improvements or planning studies. CDBG funds
must be used to meet one of three broad national objectives, primary of which
is that funds must be used to benefit low and moderate income peopfe. However,
another Federal goal is elimination of slums and blight under the CDBG program.
In order to use such funds, local governments would have to certify that no
other funds would be available for contribution to the Corridor program.

CDBG funds have also been successfully used in funding economic development
studies; the Corridor could certainly be defined as such an endeavor.

Again, the problem with use of such funds is their limited nature.
South Gate receives less than $1.3 million annually; Lynwood, half thaé amount.
In many cases, CDBG funds are subject to strict scrutiny by a panoply éf
local interest groups; which often submit proposals year after year.

Another problem Qith the CDBG approach has been the recent shift of

emphasis with the Kemp Administration of HUD towards provision of direct

benefit activities by local governments receiving CDBG funds. In other words,
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funding priority must be given to activitfés that provide a measurabie

direct benefit to individuals considered within a disadvantaged category,
j.e., the homeless. Such a restriction would not necessarily negate the use
of CDBG funds for Corridor planning or even use on & limited amount of public-
works improvements in connection with the project. But because of the limited
nature of funding, and the lengthy process required to amend the "Final
Statement" which HUD uses to approve and monitor the use of CDBG funds, use

of Block Grant is questionable in the coﬁtext of Corridor financing.

However, CDBG funds allocated to cities yearly may be leveraged three-to-
one by a little-known Federal program referred to as Section 108 financing.
Local governments receiving CDBG funding can "borrow" up to three times
their annual CDBG "Entitlement" for qualified economic development or
revitalization projects. Funds are subsequently paid back by offset against
the City's future Entitlement grants. This approach has successfully been
used by several cities in Southern California to leverage major project
financing.

Another potential source of local government contributions may be in
the form of transit funds allocated by the Los Angeles County Transportation
Cormission to Southern California cities.. The %¢ “Local Return" Program'is
granted to cities on a reimbursement basis for eligible transit projects
conducted locally. Included in such eligible programs would be: Dial-A-Ride
programs, renovation and rehabilitation of bus stops, construction of bus &
pads, subsidy of RTD passes for the low-income and elderly, and congestion
relief programs. |

The City of Lynwood received approximately $620,000 in Proposition "A"
Local Return Funds for the fiscal year ending 1989, and the City of South Gate
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was allocated a roughly similar amount. éccording to the LACTC, funds must
be strictly used to promote or enhance existing or planned transit systems;
however, congestion relief programs (through the Transportation Improvement,
or TIP program, mentioned earlier) may be eligible for expenditure of Local
Return funds. Local governments wishing to make use of such funds for ‘the
Corridor project would have to amend their annual project description, and
submit a new project narratiye to the LACTC for approval.

Despite the City Council’s support of transit programs within South
Gate, the City has been unable to make full use of its allocated funds. As
such, an innovative agreement was reached with the City of Torrance to swap
a portion of its allocation for cash. It is unknown whether other cities
along the Corridor are experiencing difficulties in spending such funds, but
inasmuch as Local Return funds may be potentially used on the Corridor project,
a canvas of local representatives on this issue should be on the CTC/JPA
agenda, particularly if needed Federal funds do not materialize, or a reduced
revenue issuance 1is contemp1éted for financing the Corridor improvements.

Six of the eight cities abutting the Alameda Corridor/Southern Pacific
San Pedro route are cyrrently operating active redevelopment projects in
the general vicinity of the Corridor route. - For example, the City of Lynwodd
Redevelopment Project A and South Gate Redevélopment Project Number 1 both
have boundaries that adjoin the Corridor project area; consequently, tax
increment funds could possibly be used in support of Corridor project
improvements. The California Redevelopment Law provides that in designated
areas, property tax values may be frozen, by motion of the city council or
other body, acting as a legally constituted redevelopment body. Any

subsequent increase in property tax values would be allocated by Los Angeles
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County to the local body on a formula basis. Such funds may be used annually
for redevelopment-related purposes, including elimination of slums and blight,
attraction of new industry, and other development-related purposes.126

Use of tax-increment financing is an important economic development tool,
and could prove to be important to Corridor improvement financing. = Nevertheless, '
in terms of the amount that could be realistically generated in the near term,
Tocal government contributions_must be looked upon as an important, but
relatively minor “financing backup" for the Cofridor project.

It is suggested that in future meetings of the CTC/JPA, that governing
board members be canvassed for their opinions insofar as their potential
financial contribution to the Corridor project. Strategy-buiiding teams
could be devised among the cooperating members of the CTC/JPA to explore
potential contributions of local funds to the project.127

Of overriding importance is the fact that the Corridor project is a
cooperative effort of many local jurisdictions, each holding distinct and
legitimate views on the feasibility of such an endeavor. Although the CTC/JPA
has the advantage of being spearheaded by two of Southern California's most
important centers of commerce and finance, the compact among the pa?ticipating
Jurisdictiohs'clearly indicates that the best approach.may be through
cooperative funding efforts of all participatiﬁg jurisdictions, inasmuch as
each will benefit in sUbktantia1'and measurable wajs, environmehtally,
economically, politically, and technologically.

In a very real sense, the Corridor project is extremely dependent upon
the cooperation of the three railroad companies that serve the Ports. Each
has expressed a varying degree of suﬁport for the Corridor project, and with

sensible and fair participatory arrangements, there is no reason to believe

that the three lines will not prove to be vital to the success of the Corridor.
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As- such, the next part of this study &111 address the potential financial
role of the three rail lines in consumation of the Corridor project. Proper
attention will be given to their competitive concerns, and their aspirations
for future operating arrangements for the Consolidated Transportation Corridor.
This paper will suggest strongly that financial assistance from the rail lines
is certainly in order, inasmuch as they will particularly benefit financially

from the project.

CHAPTER 7: CONTRIBUTIONS TO THE CORRIDOR PROJECT BY THE RAILROADS

Earlier in this paper, purchase of the Corridor right-of-way was
discussed as a potential use of Certificates of Participation by the CTC/JPA.
This approach, of course, would be somewhat unusual, inasmuch as it would
involve purchase of a private easement by a public body, the CTC/JPA; which
would in turn lease the right-of-way back to the railroad for cash, which
would be collected by the fiscal agent appointed by the Authority. and used to
pay the certificate holders. At the end of the payback period, the right-of-way,
it was suggested, would revert back to the rail Tine (Southern Pacific).

There is no reason to believe that such an approach would be violative
of law, or customary and usual methods of financing in the State of California.
}t‘is roughly estimated that the cost of acquiring the right-of-way to be in
‘the vicinity of $100'mj11ibn dollars; a better estimate was not available
from the Southern Pacific during preparation of this study.

The primary presence on the Corridor is of course the Southern Pacific
Railroad, which enjoys outright dwnership of the primary north-south route
of the project. In November, 1988, the Ports of Long Beach and Los Angeles

contracted with Transportation Marketing Services, Inc. (TMS) to evaluate the



66

Alameda -Corridor as the preferred route fo; a consolidated rail corridor.
TMS was also asked to identify key operating and engineering issues invelved
in designing and building a workable pmject.l28

TMS found that the Southern Pacific was taking a cautious approach to
the Corridor project, its primary concern being the possible effect of the

| project on the ICTF's profits and operat‘ions.lz9 Two other areas of concern
identified were (1) terms of sale of Corridor property, and (2} nature of the
operating entity. It was mentiaﬁed earlier in the paper that there are a
number of points of view insofar as how the Consolidated Transportation
Corridor should be operated. Several options have been identified, among
them creation of a separate public entity that would operate the Corridor,
utilizing an efficient and neutral approach in assigning access to the three
railroads.

TMS reached the conclusion in their study that a single, impartial
dispatching authority, which would control all through movements of the three
railroads, is best suited to operate the project.130 The author of this paper
is in full agreement with TMS conclusions. An allied issue to organizational
form is financing costs of the project. Southern Pacific has been notably

-silent on this topic. According to Port officials, the Southern Pacific has
=bgen reluctant to name an asking price for the rail right-of-way.13l

There is no question that Southern Pacific is justified in attempting
to maintain its competitive position in Southern California; its pioneering
strategy culminating in construction of the ICTF has resuited not only in new
private investment, but substantfa] public benefits as well. Southern Pacific
has also expressed a concern that any botentia1 organizational arrangement among

the CTC/JPA and the railroads clearly define required contributions by the other

two companies as well.
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The task of the new CTC/JPA Executive Director, to be chosen May 10,
1980, is to overcome Southern Pacific's resistance to the project on sensible
and reasonable grounds. All three railroads will share in the phenomenal
growth of Port business to a much larger extent if the Corridor project is
completed. As the TMS study concludes, more research should be done on the
possible adverse effects of the Corridor operations on those at the ICTF.132

It is not the purpose of this study to comment in great detail on possible
organizational arrangements, but rather to set forth potential financing
opticns for the Corridor project. However, proper attention must be given to
the potential organizational form of the project in order to insure financing
success.

The railroads could contribute financially to the Corridor project in a
variety of ways. One option would be for the lines to finance any Federal
matching requirements. For example, the Section 130 program may require a
10% match for grade improvements. It is strongly suggested that if funding
is contemplated through this source, that the CTC/JPA negotiate a firm
commitment from one, or preferably aill of the rail lines to meet any potential
match. |
- The lines.could make outright contributions of operat1ng revenues on
beha?f of the project; however, this may be unlikely 1nasmuch as modern rail
gransportat10n firms utilize accounting methods {full. deduct1on of depreciation).
to m1n1mwze net operating revenues.

The Southern Pacific could provide the CTC/JPA with a reduction in the
cost of acquiring the right-of-way, thereby lessening total project costs by
what could be a substantial amount; a rough figure of $100 miliion was mentioned

earlier in the paper. Or the lines could contract with the CTC/JPA to undertake

needed improvements on their own, such as construction of grade separations.
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There are, therefore, a variety of meéhods whereby the Corridor
railroads could make a financial contribution to the project. It would
seem absolutely essential that such contributions should be forthcoming, and
negotiated in the near future, because of the critical role that the rail
lines will play in project success. The CTC/JPA must develop a workable and
fair étrategy now to enltist the line's financial support in constructing the
project.

There is no precedent for a publié]y owned transpbrtation system of the
magnitude and type envisioned in the Corridor concept; consequently, it must
again be stressed that the Governing Board should decide upon the organizational

form to be used to operate the Corridor without delay.
CONCLUSION

It appears that both local Governing Board members and the rail lines
could potentially play an important role in financing the Corridor. Probably
the most feasible local government approach would be through funding of the
various redevelopment agencies associated with the cities along the project
route. Although a variety of local government revenues were mentioned, only
redevelopment bodies have the sufficient legal authority to raise funds in
suppntﬁ of the project. If the CTC/JPA should decide to uti1ize local
contributions, it will require & high degree of coordination apd cooperation
among the JPA itself and the Governing Board cities. There will undoubtedly
be different points of view expressed by city councils and residents affected
by diversion of local government funds'to the Corridor project. Again, an
effective, professional, and centralized marketing and public information

effort by the CTC/JPA will be essential to obtaining not only the less
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traditional types of financing described in the last chapter, but in
ensuring citizen support for the project for the duration of development
and construction.

Equally important is a strong, honest, and comprehensive cutreach
effort to the rail lines, each of which will benefit to a varying degree by
construction of the Corridor. Several approaches to possible railroad
financing‘contributians were suggested in the last section. However, before
the lines are approached, Southern Pacific, for example, must be satisfied
that the Corridor will not adversely affect the ICTF's traffic and profits;
the other lines must also be satisfied of fair and continued access to
trackage, switching, and opportunities for increasing market share.

It is the author's viewpoint that present research in these areas is
wholly inadequate. Subsequent research must be performed in these areas,
and a separate, comprehensive study should be performed on organizational
options for running the Corridor operations. Again, financing is largely
dependent on the form that the crganizatioﬁ will take in administration of
the projeét, These details are far from worked out. For example, this paper
suggests use of certificates of participation in purchase of the rail right-of-'
way . Whife theoretically and legally feasible, such an approach must remain
within the realm of speculation until such time as serious-negatiations on
brganization form and operatiohs aré.entere& into between the CTC/JPA and
the railroads. Competitive concerns of the lines must be addressed and
answered expeditiously and in a straightforward manner. The lines in turn
have the obligation to cooperate with the CTC/JPA, its staff and consultants
in providing necessary information so that reasoﬁable agreements may be

entered into.
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This paper deliberately concentrated on the feasibility of revenue bond
issuance for the Corridor project, because it is seen as the only feasible
financing tool available if hypothetical Federal funding doesn't materialize,
or if Proposition 111 is defeated in June. Despite the author's reluctance
to inveigh too heavily in favor of one financing approach over another,
access to'the capital markets is seen as the key to project financing success.

Given the diversity of potential funding sources, the Corridor's
financing future appears bright. Despite véry significant fiscal constraints
on California government at every level, not to mention the complex operating
and administrative requirements of the Corridor project, there is no reason
to believe that the CTC/JPA will be anything less than fully successful in
funding this project. Interestingly, the time line is short from the drafting
of this paper. So many questions will be answered in the next six months
pertaining to financing, that much of what has been set forth here will

either be startliingly current or wholly obsolete.
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EXHIBIT 8
CONSOLIDATED TRANSPORTATION CORRIDOR
ESTIMATED ANNUAL DEBT SERVICE
$799 MILLION REVENUE BOND
(EXCERPT: YEARS 1991-2005)

Series 198%A Bond. Twenty-year maturity.

Interest Total Debt Service
1931 29,170,000 29,170,000
1992 8,400,000 58,300,006 66,700,000
1983 8,200,600 57,500,000 66,700,600
1294 106,170,000 56,600,000 66,770,000
1985 11,160,000 55,700,000 66,800,000
1996 11,800,000 54,900,000 66,700,000
1987 12,600,000 54,100,000 66,700,000
1998 13,400,000 53,300,000 66,700,000
1999 14,300,000 52,400,000 66,700,000
2000 15,400,000 51,400,000 66,800,000
2001 ,16’400’000 50,300,000 66,700,000
2002 17}600,000 49,100,000 66,700,000
2003 18,800,000 47,900,000 66,700,000
2004 ;20,200,000 ' 46,600,000 66,800,000
- 2005 .21,700,000 46,100,000 67.,800,000
Source: Author’s calculations, assuming same rate/yield as
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EXHIBIT 9
“BEST CASE" SCENARIO

Assumptions and Suggested Approaches:

* Federal STAA demonstration funds are approved by Congress in 1991,
under the Ports Access Demonstration Program:

Total Funding:  $332,000,000

* Proposition 111 passes in June 1990; funds are granted through the
Flexible Congestion Relief Program:

Total Funding: $ 80,000,000

* Project funds granted by the FHWA through the Federal-Aid Highway
Program:

Total Funding: $150,000,000

* CTC/JPA issues revenue bonds backed by TEU and rail car fees. Bonds
are twenty-year maturity, assumed 7% coupon rate:

-

Total Funding: $237,000,000

* Certificates of Participation issued to purchase Southern Pacific
rail right-of-way:

Total Funding: $100,000,000

* Bond Anticipation Notes (BANS issued at project start-up to fund
six grade separations at $13 million each):

Total Funding: $ 78,000,000 (However, BANS are retired by subsequent
; _ revenue bond issue-see above)

TOTAL PROJECT €OSTS: $399,000,000
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EXHIBIT 10

HWORST CASE"™ SCENARIO

* Federal STAA demonstration funds do not materialize:
* Proposition 111 does not pass in June, 1990;

* No governing body contributions;

* Continued growth of containerized and non-containerized
carge at the Ports.

* BAN’S issued to defray cost of first 6 grade separations
($78 million);

* Establish rail car fees at suggested levels;
* Establish TEU fees at suggested levels;

* Revenue bond issued for $799 million, to fund full projected
cost of improvements:

* COP’s issued for purchase of rail right-of-way.



74
EXHIBIT 1]
ESTIMATED REVENUE BY
ASSESSMENT AGAINST TEU’S

Estimated Potential
Annual TEU’s Fee/TEU evenue ar
Port of Los Angeles 1,900,000 30.00 57,000,000
Port of Long Beach 1.600,000 30.00 48,000,000

Total 3.500,00 000,000

* Total potential TEU revenue € 30.00 TEU $105,000, 000
* Estimated annual debt service ' $ 66,800,000

* Recommended revenue coverage $100,200,000
(Rate set at 1.5-1.75 times debt service)

* Recommended fee/TEU 30.00

Provides sufficient debt service cushion for a $799 million -
"worst case" issue. . ‘
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EXHIBIT 12
ANALYSIS OF POTENTIAL RAIL CAR REVENUE
PORT OF LONG BEACH

Agsessment/
Commodity Car nua ta
1. Double Stack 144 (36 Ears/week) 50.00 $ 86,400.00
Containers ‘

2. Dry Bulk 384 (96 cars/week) 50.00 . $230,400.00
3. Steel Coil 20 (5 cars/week) 50.00 $ 12,000.00
4. Tallow 32 (8 cars/week) 50.00 $ 19,200.00
5. Steel Slab 860 (240 cars/week) 50.00 $576,000.00
6. Salt & (1.25 cars/week) 50.00 $ 3,000.00
7. Automobiles 321 (80.25 cars/week) 50.00 $182,.600.00
Total 1866 (466.5 cars/week) 50.00 $1,119,600.00

Source: Gil Hicks, Port Planning Manager
Average Railroad Volumes by Zone; (05/10/89) - Port of
Long Beach
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