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CTC ACTION TAKEN

Requests to Extend the Period of Project Completion for the projects listed on the attached chart
are approved to the date specified for each project.

ISSUE

Resolution G-99-25, Guidelines for Allocating, Monitoring and Auditing of Funds for Local Assistance
b Projects, adopted by the California Transportation Commission (Commission) on August 18, 1999,

stipulates that Proposition 116 funds allocated for local project development or right of way costs must

be expended by the end of the second fiscal year following the fiscal year in which the funds were
allocated.

For the intercity rail projects on the attached charts, the Department will not be able to meet the
deadlines specified in the Guidelines. The Department held these funds as a reserve against potential
contractor claims on the California Car contract. The Department is requesting an extension to allow
sufficient time to close out the California Car contract and to use the remaining funds to acquire

additional equipment and make improvements to the existing equipment consistent with the purposes for
which the funds were originally allocated.

RECOMMENDATION

The Department supports the project completion extension request for the Rail Program California Car
funds.

SUMMARY
The Commission has allocated $93,641,063 in six allocations of Proposition 108 and Proposition 116
bond funds to the Department for the acquisition of rail rolling stock (additional allocations were made
to the Department for rolling stock acquisition; these allocations have been fully expended). To date,
$86,870,722 has been reimbursed for eligible expenditures, with a balance of $6,860,341 remaining.
Since 1992, the Caltrans Rail Program received allocations of Proposition 108 and Proposition 116 bond
funds to acquire passenger rail cars and locomotives. Caltrans entered into a contract with the Electro-
Motive Division of General Motors to purchase 9 locomotives. This acquisition is complete and the
K,/ contract closed out. The California Car contract, however, has not yet been closed and outstanding
issues remain to be resolved. Many of the open issues could not be closed until completion of the car's
warranty period. The attached chart describes the delays that have resulted in the extension request.
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BACKGROUND | Lo or gemoye:
In early 1992, the Department entered into a contract with the Morrison-Knudsen Corporation (MK) for

the construction of a total of 113 intercity and commuter rail vehicles. Reports began to surface in mid-

1994 that Morrison Knudsen was experiencing financial difficulties in all phases of its operations,

including its transit car division. It was also becoming clear that in an effort to gain a foothold in the

U.S. rail car market MK had seriously underbid not only the California Car project but other transit car

projects, including Chicago Metra, the Bay Area Rapid Transit District (BART), and the Viewliner II

project for Amtrak.

MK’s efforts to address its worsening financial problems impacted the California Car program.
Delivery of the first intercity car fell nearly a year behind schedule and MK did not have sufficient
resources to address a number of significant commuter car design issues. In June of 1995, amid reports
of the imminent bankruptcy of one of the nation’s largest construction firms, Caltrans placed MK in
default of the California Car contract.

To address its financial difficulties, MK underwent a corporation-wide restructuring including the sale of
a significant portion of its assets and the re-negotiation of many of its contracts. MK’s Transit Division,
however, could not be sold because of the magnitude of outstanding contract liabilities. In October
1995, after nearly three months of intensive negotiations, Caltrans, MK and MK's sureties and bankers
finalized a new California Car contract. To complete the contract, the sureties backing the Performance
Bonds of MK's various rail car manufacturing contracts created a limited liability company called the
"American Passenger Rail Car Company" (Amerail) to complete the outstanding contract liabilities of
MK's Transit Division.

Execution of the amended California Car contract has been complex, hampered by conflicts between the
Department and the sureties and Amerail. These conflicts include interpretation of contract provisions,
acceptance of contract deliverables, and resolution of potential "contractor claims" against the
Department for work Amerail claimed was performed outside the scope of the contract. Some of these
outstanding issues could not be addressed until the closure of the manufacturer’s warranty period; the
warranty period on the cars terminated in October 1999.

Of particular concern to the Department during the contract period was the issue of potential contractor
claims. The State Constitution prohibits the use of State Highway Account funds for transit related
rolling stock. If Amerail or the sureties filed a claim against the Department which was upheld either in
arbitration or litigation, State Highway Account funds could not have been used to pay the claim.

The other potential source of funds for the payment of claims was the Public Transportation Account.
All available funds from this account, however, are fully allocated annually for rail operations, the State
Transit Assistance Program, and the Transit Capital Improvement Program. Payment of any claims from
this fund source would have resulted in funds being diverted from rail operations or needed rail capital
projects.

To protect the Department from the potential financial impact, and to minimize the need to divert funds
to this contract from other projects, the Department retained all available rail equipment funds for
potential use to pay these claims or on litigation related to the California Car contract. A "Settlement
Agreement" has subsequently been signed by the Department and the sureties eliminating the risk of
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contractor's claims. The Department and the sureties are negotiating the release of the contract retention
funds. Litigation over this amount seems unlikely given the relatively small unpaid balance. All of the
California Cars are out of warranty and all warranty claims have been satisfactorily closed out.

With the imminent completion of the California Car contract and the minimal risk funds will be
required to pay claims, the Department has developed a proposed expenditure plan for the remaining
funds that will allow it to acquire additional locomotives and cars, and to implement design
enhancements on the existing fleet.

The 1999-2000 Budget Act appropriated $17.5 million in General Fund monies to the Department for
the acquisition of additional rail passenger rolling stock to augment the California Car and locomotive
fleet. This new equipment is needed for planned service expansion, and to meet the needs of a growing
ridership and travel demand. The Department proposes to supplement these General Fund proceeds with
the bond funds remaining from the California Car and locomotive contracts to increase the number of
rail cars and locomotives currently being acquired by the Department, and to perform additional support
activities related to the rolling stock acquisition. The use of $1,940,286 in Proposition 108 funds as
allocated for the payment of sales tax on rolling stock will allow the Department to purchase an
additional rail car for use in Southern California. The Department also proposes utilizing some of these
funds to make necessary design modifications and corrections to the existing California Car fleet.
These enhancements will improve passenger comfort and safety, and reduce operating and maintenance
costs through the installation of access panels, improved door system design and exterior baggage
compartment access. These design features could not be incorporated into the original California Car
design due to the tenuous financial condition of the manufacturer, and the critical need for the rail cars to
be placed in service in an expeditious manner.

Attachment



£ 7C LIAISON

st jusurpredo(q 9y Jey) UOKUIAI
1981jU0D dIe UONEJO][® SIY} Ul

700T ‘1€ Azenuep

*SWIR[O 1030B1UOD 10
Jenuajod pue sandsip

L
W
=
O
Qo<
R
w =

o &l %68 :pare[duioo

-porrad 103foxd

Kjueliem Jo pus 310Jaq Jo 93ruadiog

aoe[d a3je) Jou p[nod

-Juswdinbs [euonippe a1inboe 03 IN0-3S0[9 [RU-6661 OHTR€6'SS

spunj papuadxaun J[qe[ieAr Aue 3s() 13q030(0) Ul P3JRUTULIY) :20uefRq

-1030e13u02 3y} 03 Aed 03 parediqo pouad AjueLiepy Surureway]

S1p°98Y'€SS arep

Sspuny Y} Jo SWOS "UOLUS}A1 JORHUOD :ySnoyJ, JN0-350[9 }ORLUOD JBD o1 saimipuadxy
Aed pue sanssi J9BIJUOD 1)) BILIOJI[ED eruIojife) pajedonueun 801 pasoiddy saAnjow weidorg
Surpueisino [[e N0 ISO[d 0} UOISUIX (0002 ‘11 AeN pue jueoygrugis doig -0007] pue ey
syruow (g 10j 3sonbor aroiddy uIoJy) SYIuowW o7 Aqpesned Aejed | €6/26 199vTH65$ £0-€6-Vdd €6/L1/11 sig) annboy suene)
%66 pa9jdwiod
13foxd
Jo a8ejuadiagd
‘suire]d
103081U09 [enuajod 0EP LTS oouRlRq
Aed oy asn 9[qissod 10] Sururewsyy
yuswdimba Sunsixa 03 sjUSWOURYUD PIoY Spung °paA[osal
uBisop uuoyzad 0} s[qe[leAr Se spuny 100Z ‘1€ AeN | 2q 01 Sururewas sune[d 0LSTL6 VS 918p
papuadxaun asn {UONUI)AI JORIUOD ySnoxyy, J0JOBIJUOD UMOD{UN 0} saryipuadxyg
Aed pue sanss| 1981U0D 12)) BILIOJIR) PpUe Sansst In0-3sofd sey 801 paroiddy IpI0 28uey) weidord
SurpuejsIno [[e N0 ISO[I 0} UOISUNXD (000T ‘11 AeN 19B1UO0D JuswaImnoold doig 901AI3S pooy] ey
yyuow 7| Joy jsaubai asoxddy woJy) squuow i IeD) eluloJIfeD) £6/76 000°000°S$ c0-e6-vdd £6/€1/01 | IeD BIUIOJIjED) suene)
%66 :Ppa19[duod
199foxd
Jo a8eusorag
090078
*SOAI}OW000] :90uBfRq
[euonipe Jo uowisinboe ay) 03 parjdde Suturewray
3q pP[nom Spunj ‘JUSISN3s 18D
RIWIOJI[E)) 10 PIP32U J0U J] 'SINSSI T00¢ ‘1¢ Arenuer 0S°66C°CTS orep
10B1[UO0D JB)) BrLOJI[E) Sulureal :ySnoryy, | -19BHUOD IB) BILIOI[E) 03 saInjipuadxyg
[[e Jo uonnjosaI 9y 9391dwoo Uo SWIe|d JOJOrRNU0D 801 paaoiddy werSold
0} Juswireda(g oY} MO[[E 0] UOISUIIXD (000T ‘11 AN Aed o0y asn s[qssod doig uonisinboy ey
stpuou (/g 10§ 3sonbai1 aaoiddy wox) syuow o7 10] paurejyar spunyg | €6/26 000005°TTS 80-26-d4d 26/8/01 3AIOUI000'] suen[en)
o]sonbay wel
UOLEPUSIWL0d3Y] uoIsusIXy Kepag -3oig junowry ‘ON g uonduossq
jusunzedsaq aiIA0dddv 10J UOSEY /SNIeIS /83X uoneIo[Y yonnjosay uoneoo[[y 109fo1g juardioay
spuny Jo as() APUIL, -6§ UONIAS ‘Sauzfapiny JILS ‘LT-66-D Uonn[0s3y DID
LOHArOdd TV ALIDIYALNI
NOILLATdINOD LOArOdd YOA NOISNALXT HINLL HO4 LSINOTY
INFWHOVLLYV 0007 ‘T1 AW

I




INTWHOVLLV

I

3

& > >
= %68 :pa1adwod
=2 109foxd
TEs Jo 98ejuaniog
-sanssi Surpueisino Jo aso[d uodn "uonudIaI 081°S€TS
I0J0RIJU0D 3Y} 0} Spunj asay) Ked 03 JO 9SB3[21 pUB }981U0D :90UBRq
pareSiqo Aj[enioenuod st jusurede JO 21nso[d paAe[ap sey Sururetdy
3y} — JOBRIUOD 3} UO UONUBIAI SO[qBISAI[OP 1OB1JUCD pue
aIe spuny 9saY], 'sanssI YSISIoA0 700T ‘1€ Arenue[ | s3010AUL 19AO UI[[V-Z00H T 188°1$ otep
JUBYNSUOY) 12)) BIUIOJI[E) Sululewal :ySnoryL pue jusupedaq oy o0} saxmpuadxg
e Jo uounjosal Ay ejdwiod uaamIaq ANdsIp {66/0€/6 911 pasoxddy SIsIAQ weidold
03 Jusunreda(] 9Y) MO[[e 0} UOISUIXD (000Z ‘11 AN ySnoIy) papuaixa doig uonisinboy ey
syyuow (g Joj 3sanbal aaoiddy woyy) syuou o7 Joenuod uusixg £6/76 Z0v911°CS L0-S6-Vdd S6/8T/11 1) ey suenje)
%€ paIadIod
1093foxd
Jo aSeyusdiod
“swrrers $68°€8TS
1030eRU0D [enuajod :90uE[Rq
Aed 0y asn a[qissod Surureway
quswidinbe Sunsrxs 0} SIUSWIOURYUD 10J p[oY spung -paAjosal
uSisop uuopad 03 3[qe[IeAR Se spuny 1007 ‘1€ AN 2q 0} SururewaI SuIe SOT‘91Z$ a1ep
papuadxasun asn {UOHUSAI JORIUOD ySnoy |, 10}0BIIUOD UMOUuUn 03 saxmyipuadxyg
Aed pue sonsst 102U 18)) BILIOJI[E) pUE SINSST JNO-3S0[O 911 pasroiddy weidoid
Surpue)IsIno [[& JN0 ISO[D 0} UOISUI)XD (000Z ‘11 AeN | sey 10enuoo Juswainooid doid Yoois Suljoy ey
ypuow g 10§ Jsonbas aaoiddy woJyy) syjuow 7| 1)) eruiojife) T6/16 000°00S$ 80-16-ddd 16/¥/11 Jo sseyaing suened
%96 :Ppa19]dwiod
19foxd
Jo a8ejuaoiag
‘Ajueliem
Jo aso[d 03 Joud ase[d 0€I°SL1S
93{E] JOU PJNOY 3INSO]d :30uB[Rq
1PBRUOD 6661 1900 Surureway
ul pajeurnud} pouad
-juawdinba [euonippe a1nboe 03 spuny 00T ‘1 € Arenuef Kueuep, -sandsip 0L8VT6°ES rep
papuadxaun asn {UOIIUSJI JOBRLUOD :;ygnoryJ, INO-350[0 J0BNU0D I8 0} saxmpuadxyg
Aed pue sanssi }0B1JUOD IB)) BIWIOJIED eiwioJi[e)) paredionueun 911 pasoiddy i-g) wex3oid
Surpue)sino [[e Jno ISO[D 0} UOISUIX (000T ‘11 AeN pue jueoyudis doig [rey Anoiaug ey
syzuoul (g 10j isanbax saoiddy woly) syuout 07 4Aq pasnes AejaQ £6/C6 000°001°¥'$ S0-16-vdd 26/01/v axnboy sueled)
; 0]/1sanbay wel
UOTBPUIWIIOINY UOISUSIXF] -3o1g yjunoury ‘ON areq uondussag
jusunredag QIAQYdAAY | Aejo( 10j uoseay /smyels JIeIx uoneso[y uonnjosay uoHedo[[y 19fo1d yuordiooy
‘spafosg 22upisissy 10207 dof spun,f fo Sumpny puv Susionuopy ‘Suyvooly dof saurpapiny ‘ST-66- uonnosY DILD
LOdrOdd TV ALIDYALNI
NOIZH TJINOD 1Ddrodd 304 NOISNALXA ANILL 304 LSINOTA
0002 ‘7T AN




