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PURPOSE

Ensure that all plans, such as the Short
Range Transportation Plan, Long Range
Transportation Plan, bus and rail service
plans, bus and rail fleet plans, and facilities
plan are synchronized and constrained
within the expected financial resources
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ASSUMPTIONS

Revenues:

e Sales tax grows by the 20 year historical
average of 3.8%

e The FY07 STA windfall is programmed in
FYO8

e« MOSIP is funded throughout the plan
increasing by CPI each year (Muni and
Metro)
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Assumptions (con't)

e Ridership increases by 18.6% over 10 years;
fare revenues increase at the same rate

¢ No fare increases are included in the
forecast

e No changes are assumed for the FAP
distribution

e No fund balances are applied to attempt to
balance the bus operating budget

@ Metro



ASSUMPTIONS (con’t)

Expenses:

e Wages grow according to new Union
contracts for first three years; according to
CPI for remaining 7 years

e Medical benefits grow at 10% per year for
all groups

e Bus service hours decrease by 5.8% while
seat capacity increases through larger bus
purchases by 3.9%
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Assumptions (con't)

e Fuel is based on Department of Energy
projections and decreases or grows at less
than 1% per year

e Rail service increases in FY10 and FY11 as
Eastside and Expo are added to revenue
service and FY15 for Expo Phase I

e UFS maintenance added beginning in FY08

e All other costs increase by CPI as forecasted
by UCLA
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Assumptions (con't)

Capital Program:

e $180m per year for bus acquisition, bus
facilities renovation and construction, bus
rebuilds, and IT system developments

e $20m per year for rail facilities, rail vehicle
rebuilds, and wayside improvements
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ASSUMPTIONS (con’t)

e Rail vehicle acquisition and rail
rehabilitation program is funded beginning
in FYO8 using Proposition A35% bond
funds

e All bus and rail “operating capital” have
been fully funded
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ASSUMPTIONS (con’t)

Major Construction Projects

e All Board-adopted major bus and rail
construction projects are fully funded

e Projects not yet adopted by the Board,
including new bus operating divisions, are
not funded

o Highway projects are included as part of

the Long Range Transportation Plan and
fully funded
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ASSUMPTIONS (con’t)

Regional Programs:
e ASI grows at an average of 11.6% per year

e Metrolink operating and capital expenses exceed
available revenues and are funded with PC10%

debt
e Municipal bus operator FAP grows at CPI

o All regional subsidies expenses are equal to the
sales tax revenues received or are within available

bond capacity
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RESULTS

e The bus operating deficit is projected to be
$1.8B over 10 years

e General fund and PC40% fund reserves are
less than the projected deficit

e All other areas of Metro responsibility are
financially sound

e The bus cost increases from FY07 to FY16,
23% which is equal to CPI increase

e The farebox recovery ratio drops from 24%
in FYOS to 22% by FY12
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NEXT STEPS

e Resolving the deficit must include a
strategy of decreasing costs through
service reshaping and increasing revenues

e Adoption of the Financial Stability Policy
will set the policy framework for deficit
reduction recommendations — October
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NEXT STEPS (con’t)

e Adoption of a Fare Policy and Farebox
Recovery Ratio target will provide direction
for the LRTP — November

o Adoption of the Business Planning
Parameters will set the assumptions for the

FY08 budget development and FY09
planning document - January
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