EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

FEBRUARY 21, 2002

SUBJECT:
MTA FINANCIAL STANDARDS

ACTION:
ADOPT FINANCIAL STANDARDS POLICY

RECOMMENDATION
A.
Adopt the MTA Financial Standards Policy, FIN 25, Attachment A.

B. Approve the MTA FY 2002-03 Financial Standards, Attachment B.

ISSUE

The Board shall review and approve a set of financial standards each year as part of the annual budget and financial planning process.

POLICY IMPLICATIONS

The financial standards are divided into three sections:

1. General - The purpose of the general standards is to ensure that MTA prudently manages its financial affairs and establishes appropriate cash reserves to be able to meet its future financial commitments. 
2. Debt - The purpose of the Debt Standards is to limit the level of debt that may be incurred and to ensure that debt assumptions used in financial planning are based on financial parameters similar to or more conservative than those that would be placed on MTA by the financial marketplace.  These standards will be consistent with the Board-approved Debt Policy.
3. Business Planning Parameters - The purpose of the Business Planning Parameters is to provide management with a framework for developing the following year’s budget and other MTA financial plans and establishes future business targets for management to achieve.

FINANCIAL IMPACT

Adoption of the policy and approval of the standards sets parameters by which the Board and the public can be assured that MTA financial plans are conservative, prudent and provide for MTA’s continued financial viability.

DISCUSSION

These actions provide a clear statement of the Board’s policy to establish parameters at the beginning of financial planning processes by which management recommendations can be measured.

NEXT STEPS

The financial standards set the parameters for development of the MTA’s FY03 budget, including its capital plan.
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