EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

SEPTEMBER 19, 2002

SUBJECT:
CONSENT DECREE COSTS

ACTION:
RECEIVE AND FILE

RECOMMENDATION

Receive and file Management Audit’s report on Consent Decree Costs.

ISSUE

The MTA has expended significant sums to comply with the Consent Decree.  To guide future policy decisions the Directors should evaluate the cost/benefit of these expenditures.  To facilitate this evaluation the Chief Executive Officer requested Management Audit Services to prepare a report summarizing Consent Decree costs to date. 

DISCUSSION

As of June 30, 2002, the MTA has spent almost $621 million to comply with the Consent Decree.  With current annual costs approaching $110 million, it is expected that by the end of the Consent Decree term in November 2006 the MTA will have expended over $1 billion.  This is without any further additional buses or extraordinary costs which may be ordered by the Special Master.

Operating costs, currently almost $93 million per year, have totaled over $317 million in the 6 fiscal years the Consent Decree has been in effect.  Over this time period, capital expenditures for the required additional 580 buses totaled almost $199 million.  Despite these expenditures, bus ridership has increased less than 3% annually during this time period.  During this same time period, the MTA replaced the majority of its bus fleet at a total cost of over $625 million. 

The Consent Decree directed a reduction in fares during off-peak periods and a reduction in the prices of monthly and semi-monthly passes.  Over this time period, this fare reduction totaled over $47 million.

The total of Other Expenses was nearly $57 million, which included legal expenses for the Special Master ($0.4 million) and the Bus Riders Union ($4.7 million).  Another component of this category is the schedule checkers ($4.6 million) mandated by the Special Master.  Finally, this category includes MTA legal expense ($4.6 million), additional security mandated under the Decree ($4 million), other Consent Decree costs not included in Revenue Service Hours ($10.3 million) and the cost of the Immediate Needs Transportation Program over this time period ($28 million).  This program was originally approved prior to the Consent Decree as a 2-year program, but the Decree required its continuation.

ATTACHMENT

A.
Management Audit’s report on Consent Decree Costs
Prepared by:
John Beamer, Internal Audit Manager, MASD

______________________________

RICHARD BRUMBAUGH

Chief Financial Officer

______________________________

ROGER SNOBLE

Chief Executive Officer
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