FINANCE AND BUDGET COMMITTEE

MAY 15, 2003
SUBJECT:
FISCAL YEAR 2004 MTA BUDGET

ACTION:
ADOPT THE FISCAL YEAR 2004 MTA BUDGET

RECOMMENDATION

A. Adopt the Fiscal Year 2004 (FY04) Budget.

B. Adopt the attached Reimbursement Resolution (Attachment A) to authorize the expenditure of funds for capital construction and acquisition activities prior to issuance of debt for specific activities.

ISSUE
The financial standards approved by the Board on January 23, 2003, state that the board shall approve a budget by June 30 of the preceding fiscal year.  Copies  of the budget will be available in the Board Secretary’s office after April 30, 2003 and at the various budget meetings (Special Board Workshop, Finance and Budget Committee and the General Board meeting).

POLICY IMPLICATIONS
The annual budget, as adopted by the Board of Directors, is the legal authority to obligate and spend funds and implements previous board policy decisions.  It includes all operating, capital and debt service requirements of the MTA for the fiscal year.  Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all governmental and proprietary funds, except that depreciation and amortization are not budgeted.  Budget detail is a management plan for financial activity and is prepared at the fund, project, department, and expense level.  The legal level of control is at the fund level.  Total expenditures cannot exceed the final appropriation adopted by the Board.
FINANCIAL IMPACT

The proposed FY04 budget totals $2,760 million of expenditures and appropriates the resources necessary to fund them.  The annual expenditure plan demonstrates the MTA’s capacity to meet its capital and operating obligations, a requirement necessary to receive subsidies from the State and Federal governments.
ALTERNATIVES CONSIDERED
Adopt a continuing resolution until such time that the MTA Budget is adopted.

Discussion
The proposed budget authorizes 9,082 full-time equivalent positions (FTEs) which is a decrease of 104 FTE’s from the FY03 budget.  The expenditures and revenues are budgeted by financial fund as follows:  Enterprise Fund (bus and rail operating expenditures) $951 million; Special Revenue Fund (regional programs and subsidies) $791 million; Capital Fund $683 million; General Fund (other programs and activities) $61 million; and, Debt Fund $274 million.

Many assumptions were made as part of the development of this budget.  The key assumptions are listed below:
· Fares will increase by 9.3% over the FY03 forecast, primarily as a result of the planned fare restructuring proposal.
· Sales taxes revenues will increase by 4.9% over the FY03 budget.
· The Gold Line will begin revenue operations on July 1, 2003.  If operations do not begin on July 1, 2003, the approved budget appropriation will transfer to the Capital Fund and be funded with debt service through the pre-revenue operations capital project.

· Service adjustments will be made to optimize scheduling and reduce service on non-productive lines.
· There are no cost-of-living, quarterly wage adjustments (except as required by contract labor agreements) or other salary increases.
· Workers compensation costs will continue to be managed through the aggressive safety program.
The Capital Program lists life-of-project budgets for all capital projects.  Major projects that received Board approval for life-of-project budget increases during the FY03 budget year include ATMS, M3, P2000 Light Rail Vehicles, and the Light Rail Vehicle Fleet Enhancement project.  UFS and Universal Site Improvements will require separate board approval for FY04 life-of-project budget increases.
NEXT STEPS

Monitor FY04 actual expenditures versus the adopted budget on a monthly basis and provide quarterly updates to the Board.
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REIMBURSEMENT RESOLUTION

OF THE

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY

FOR FISCAL YEAR 2004
WHEREAS, the Los Angeles County Metropolitan Transportation Authority (the “MTA”) desires and intends to finance certain costs relating to (i) the design, engineering, construction, equipage and acquisition of light rail lines (ii) the design, engineering, construction, equipage and acquisition of various segments of the Metro Red Line (iii) the design, engineering and construction of certain highway, busway and/or related projects (iv) the engineering, construction and/or acquisition of various capital facilities and equipment, including buses and rail cars, related to service operation and (v) to other transit related projects (each a “Project”);

WHEREAS, the MTA expects to issue debt through the issuance of at least two tax‑exempt bond issues to pay for these expenditures, which bond issues will have separate security sources, Proposition A and Proposition C sales tax revenues respectively, or grant revenues, to finance the costs of the Project on a permanent basis (the “Debt”);

WHEREAS, the MTA expects to expend moneys of the Capital Projects Fund (other than moneys derived from the issuance of bonds) on expenditures relating to the costs of the Projects prior to the issuance of the Debt, which expenditures will be properly chargeable to a capital account under general federal income tax principles;

WHEREAS, the MTA reasonably expects to reimburse certain of such capital expenditures with the proceeds of the Debt;

WHEREAS, the MTA expects that the maximum principal amount of Debt which will be issued to pay for the costs of the Projects (and related issuance costs) will not exceed $156 million for Proposition A and $92 million for Proposition C secured obligations;

WHEREAS, at the time of each reimbursement, the MTA will evidence the reimbursement in a writing, which identifies the allocation of the proceeds of the Debt to the MTA, for the purpose of reimbursing the MTA for the capital expenditures made prior to the issuance of the Debt;

WHEREAS, the MTA expects to make reimbursement allocations no later than eighteen (18) months after the later of (i) the date on which the earliest original expenditure for the project is paid or (ii) the date on which the Project is placed in service (or abandoned), but in no event later than three (3) years after the date on which the earliest original expenditure for the project is paid;

WHEREAS, the MTA will not, within one (1) year of the reimbursement allocation, use the proceeds of the Debt received by way of a reimbursement allocation in a manner that will result in the creation of replacement proceeds of the Debt or another issue (e.g., the MTA will not pledge or use the proceeds received for the payment of debt service on the Debt or another issue, except that the proceeds of the Debt can be deposited in a bona fide debt service fund); and

WHEREAS, this Resolution is intended to be a “declaration of official intent” in accordance with Section 1.150-2 of the Treasury Regulations.

NOW THEREFORE, BE IT RESOLVED, that (i) all of the foregoing recitals are true and correct and (ii) in accordance with Section 1.150-2 of the Treasury Regulations, the MTA declares its intention to issue Debt in a principal amount not to exceed $156 million for Proposition A and $92 million for Proposition C, the proceeds of which will be used to pay for the costs of the Projects (and related issuance costs), including the reimbursement to the MTA for certain capital expenditures relating to the Projects made prior to the issuance of the Debt.




                      



