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FINANCE AND BUDGET COMMITTEE
June 18, 2008

SUBJECT: FY08 THIRD QUARTER FINANCIAL PERFORMANCE

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file the FYO08 third quarter Financial Performance Report.

ISSUE

This report discusses the financial performance of major programs for FY08.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

Proposition A, Proposition C, Transportation Development Act (TDA), and State Transit
Assistance (STA) sales taxes represent just under 60% or $1.7 billion of our total budgeted
revenues. Propositions A, C and the TDA funds are sales taxes that are distributed to us by
the State Board of Equalization (SBE). STA revenues are sales taxes on gasoline and are
distributed to the southern California region through the state of California Prop 42 process.

Sales tax and STA revenues for the third quarter of FY08 have not yet been received from the
SBE and State Controller. Through December, actual sales tax revenues are approximately
$1.3 million more than last year but are $5 million below the January 2008 UCLA forecast
growth rate for FY08. Although the STA revenues appear to be $13.2 million or 27.33%
more than the re-forecasted budget estimate for the first six months of FY08, we have been
advised by the State Controller’s office that they made a mistake in the second quarter



payment which will result in a reduced third quarter payment. We will keep you updated on
the STA forecast as we get additional information.

FY08 Dec YID
FYO07 Dec. FY08 Dec Adopted
YTD Actual | YTD Actual | Change Budget* Variance | Variance
(Amounts in millions) (A) (B) (C=B-A) (D) (E=B-D) %

1|Proposition A $343.6 $344.7 $1.1 $346.4 ($1.7) -0.5%
2|Proposition C 343.6 344.7 1.1 346.4 (1.7) -0.5%
3{TpA 173.3 172.5 (0.8) 174.1 (1.6) -0.9%
4|Total Sales Tax 860.5 861.9 1.4 866.9 (5.0) -0.6%
5

6|STA 98.4 61.5 (36.9) 48.3 13.2 27.3%
7|Combined Revenues $958.9 $923.4 ($35.5) $915.2 $8.2 0.9%

*Sales tax reforecasted amounts based on UCLA's January 2008 Economic Forecast Update approved as part of the FY09
Business Planning Parameters. STA reforecasted amount based on State Controller's Revised Estimate received Oct 2007.

OUTLOOK OF SALES TAX REVENUES

In February 2008, the Board approved the FY09 Business Planning Parameters based on
UCLA’s January 2008 forecast which estimated taxable sales growth for the county. The
UCLA forecast estimated retail sales growth to slow to .96% for FY08. The revised estimate
for FY08 will result in approximately $7 million less revenues than were presumed in the
FY08 adopted budget. This represents less than one half of one percent of the total sales

taxes received annually.

The table below summarizes our re-forecasted FY08 sales tax and STA revenues for FY08
based on revised information received from UCLA and the State Controller’s Office:

FY08
Adopted FY08 Variance FY07
(Amounts in Millions) Budget Forecast* Inc/(Dec) Actual
1 |Proposition A $694.2 $692.8 ($1.4) $686.2
2 |Proposition C 694.3 692.9 (1.4) 686.3
3|TDA 352.4 348.3 (4.1) 345.0
4 [Total Sales Tax Revenues 1,740.9 1,734.0 (6.9) 1,717.5
5
6 [STA 57.1 96.6 39.5 191.1
7 |Combined Revenues $1,798.0 $1,830.6 $32.6 [ $1,908.6
*Reflects UCLA's January 2008 forecasted growth rate for FY08 (.96%) applied to FY07 actual sales tax
revenues. STA reforecasted budget estimate represent the updated FY08 information provided by
the State Controller's Office in October 2007.
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SUMMARY OF ENTERPRISE FUND

The Enterprise Fund continues to be essentially on budget after three quarters. The
favorable trends in fare revenue and expenses noted in the first and second quarters
continued in the third. Variances that exist are relatively minor. Labor and fringe benefits
are only 1.7% below budget on a $531.1 million year-to-date budget. Fuel is 3.2% below
budget because reduced usage of diesel is offsetting higher than expected usage of CNG.
The fuel hedging program has created positive results for our overall budget. Workers’
Compensation cost is within 1% of budget. The combination of increased revenues and
decreased costs creates a $37.7 million favorable variance to the year-to-date budget.

OUTLOOK OF ENTERPRISE FUND

If the current trends continued we might expect to end the year 3-4% below the adopted
budget level for Enterprise fund operating expenses. As vacant positions are filled, higher
wage and benefit costs will partially offset under-runs experienced in the first nine months.
Fare revenue has been ahead of budget for most of the year, but is trending closer to budget
in recent months. If there is a surplus at the end of the year, we will apply a portion to
fringe benefits to increase reserves for our Other Post Employment Benefits (OPEB) liability.

FYO08 Enterprise Fund Actual vs. Budget
For the nine months ended March 31, 2008

YID YTD

(Amounts in Millions) Actual | Budget | Variance
1 | Operating Revenue
2 Fares $246.8  $239.1 $7.7
3 Other 15.1 15.1 -
4 | Total Operating Revenue 261.9 254.2 7.7
5
6 | Operating Expenses
7 | UTU Labor 1844 1913 (6.8)
8 ATU Labor 93.5 90.6 29
9 AFSCME Labor 33.2 339 0.7)
10 Non-Contract Labor 43.7 44.8 (1.1)
11 TCU Labor 23.1 22.7 0.4
12 Teamster Labor 4.0 3.4 0.6
13|  Fringe Benefits 1492 1535 (4.3)
14 | Subtotal All Labor 531.1 540.2 (9.1)
15[ Fuel 39.1 40.4 (1.3)
16 Propulsion Power 14.6 16.0 (1.4)
17 Parts 56.9 59.9 (3.0)
18 Security Services 49.6 49.6 -
19 Purchased Transportation 27.1 27.1 -
20 Contract Services 24.9 27.7 (2.8)
21 Professional Services 9.8 18.2 (8.4
22 Workers' Comp 27.1 27.3 0.2)
23 Insurance 43.2 45.1 (1.9)
24 Travel 0.1 0.2 (0.1)
25 Gateway Occupancy 8.6 6.9 1.7
26 All Others 7.7 11.2 (3.5)
27 { Total Operating Expenses $839.8  $869.8 ($30.0)
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Operating Expenses by Operating Project

YID YID

{Amounts in Millions) Actual | Budget | Variance
28 San Fernando Valley Sector $96.3 $96.1 $0.2
29 San Gabriel Valley Sector 95.6 107.4 (11.8)
30 Gateway Cities Sector 93.8 101.5 (7.7)
31 South Bay Sector 114.8 111.9 29
32 Westside Central Sector 125.7 123.6 21
33 Orange Line 13.8 16.9 (3.1)
34 Bus Admin 39.0 38.9 0.1
35 Other Bus 85.6 94.0 (8.4)
36 Red Line 64.1 62.3 1.8
37 Blue Line 43.2 47.4 (4.2)
38 Green Line 28.2 27.4 0.8
39| Gold Line 28.3 29.0 (0.7)
40 Rail Admin 9.6 10.3 (0.7
41 Regional 1.8 3.1 (1.3)
42 | Total $839.8  $869.8 ($30.0)

Excludes: Muni share of EZ Pass, Debt, Depreciation

SUMMARY OF PERFORMANCE MEASURES FOR BUS AND ORANGE LINE
For the nine months ended March 31, 2008

Variance
FYO8 YID | FYO8 YID Over/ FY07 FY06
Indicators Actual Budget (Under) Actual Actual
1 |Bus Cost/Revenue Service Hour $115.00 $116.77 ($1.77)1  $114.51 $107.71
2 |Orange Line Cost/Revenue Service Hour $202.95 $234.50 ($31.55)  $210.62 NA
3 |Bus Revenue Service Hours 5,650,314 5,755,804 (105,490)] 5,686,989 5,723,747
4 |Orange Line Revenue Service Hours 72,424 76,171 (3,747) 65,439 NA
5 |Bus Cost/Passenger Mile $0.63 $0.63 ($0.00) $0.58 $0.56
6 |Orange Line Cost/Passenger Mile $0.45 $0.51 ($0.06) $0.46 NA
7 |Bus Subsidy/Passenger Mile $0.42 $0.42 - $0.41 $0.39
8 |Orange Line Subsidy/Passenger Mile $0.34 $0.42 ($0.08) $0.38 NA
9 |Complaints per 100,000 Boardings 2.68 2.75 (0.07) 2.46 241
10 |Traffic Accidents/100,000 Miles 3.47 3.50 (0.03) 3.75 3.75
11 [New Workers Comp Claims per 200,000 Hours 11.45 12.13 (0.68) 10.98 12.27
12 {Mean Miles Between Mechanical Failures 3,168 3,500 (332) 3,536 3,274
13 |In-Service On-time Performance 63.82% 65.30% -1.48% 63.07% 66.00%

Note: FY06 Bus includes Orange Line

Discussion

Bus costs per revenue service hour (RSH) were below the target by 1.5% due to $22.3 million
(3.3%) favorable cost variance more than offsetting 1.8% fewer hours. RSH are below

budget due to less special event and emergency service than was budgeted as well as

delaying and canceling less than 1% of the planned service due to in-service delays.
Operating expenses were 4.9% below budget due to under-expenditures in wages, benefits,
Workers’ Compensation and services. Orange Line costs per RSH were 13.5% below target
because expenses were lower than budget by 17.7%, offsetting RSH being 4.9% below
budget. Bus passenger miles were also below budget due to lower than expected boardings.
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The favorable cost variance offset the unfavorable passenger miles resulting in cost per
passenger mile and subsidy per passenger mile being on budget. Orange Line passenger
miles were also below budget.

Complaints per 100,000 boardings were lower than the annual target. As a result of the fare
change complaints peaked in July then declined thereafter.

Traffic accidents per 100,000 miles were below target, and better than last year.
Management continues to develop mitigation programs including defensive
driving/accident awareness programs.

New workers’ compensation claims per 200,000 hours were lower than the annual budget.
The improvement is due to the ongoing safety program and safety meetings that focus on
safety awareness and accident prevention.

Mean miles between mechanical failures requiring a bus exchange are worse than the target
and last year. Reported failures have been impacted by battery related sensor issues.

In-service on-time performance was negatively impacted by increased congestion.

SUMMARY OF PERFORMANCE MEASURES FOR RAIL
For the nine months ended March 31, 2008

Variance

FYO8 YID{FY08 YID| Over/ FY07 FY06

Indicators Actual Budget | (Under) | Actual Actual
1 |Heavy Rail Cost/Vehicle Service Hour $336.65  $328.33 $8.32 ] $32031  $294.94
2 |Light Rail Cost/Vehicle Service Hour $372.50  $385.83 [ ($13.33)| $382.55  $393.51
3 |Heavy Rail Cost/Passenger Mile $0.44 $0.44 | ($0.00) $0.42 $0.41
4 !Light Rail Cost/Passenger Mile $0.48 $0.50 | ($0.02) $0.49 $0.46
5 |Heavy Rail Subsidy/Passenger Mile $0.28 $0.30 [ (%0.01) $0.30 $0.27
6 |Light Rail Subsidy/Passenger Mile $0.38 $0.41 | ($0.03) $0.42 $0.38
7 |New Workers Comp Claims per 200,000 Hours 11.39 10.00 1.39 7.00 11.60
8 |Light Rail Vehicle Accident Rate/100,000 Miles 0.73 0.40 0.33 0.55 0.40

Discussion

Light rail expenses are $4.8 million (4.4%) below budget primarily due to under expenses in
wage and benefits caused by vacancies. Additionally, we settled a long-standing claim for the
Blue Line at less than the reserve amount creating a budget under-run. Heavy rail expenses
are $1.6 million (2.4%) over budget due to greater than anticipated workers’ compensation
costs. As a result of vehicle accidents and equipment failures, light and heavy rail vehicle
service hours are 0.9% and 0.2% respectively below budget. Greater than budgeted
boardings and fare revenue resulted in favorable variances per passenger mile.

New workers’ compensation claims were over budget and significantly worse than last year
on rail. Light Rail accidents on the Blue and Gold Lines were over the target and worse than
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the previous year. Rail Operations will continue to focus on safety awareness programs to
help reduce workers’ compensation claims and accident rates.

SUMMARY OF CAPITAL PROGRAM

The attached capital program status report for the third quarter of FY08 presents adopted
life-of-project (LOP) budgets and projected total costs to complete for each project. The

projected costs to complete are provided by the project managers for each project and are
updated quarterly.

There are 120 active capital projects, with a combined LOP budget of $2.4 billion, estimated
to complete within their LOP budget. In addition, the following projects are forecasted to
finish with at least $100K or 10% lower than the authorized LOP:

Forecasted
Project Cost at Authorized Variance

{Amounts in Millions) Completion LoP Over/(Under)
1| 800112 Orange Line $278.5 $313.0 ($34.5)
2 204017 Division 21 Improvements 1.9 4.5 (2.6)
3| 800117 Canoga Station Park and Ride Project 23.6 26.0 (2.4)
4 | 208002 Bus System Support Replacement Non-Revenue Vehicles 3.7 6.0 (2.2)
5 | 204012 Rail Systemwide Safety Improvements 0.9 21 (1.2)
6 | 206004 Breda Rail Car Retrofit 2.0 23 (0.3)
7 | 208004 Rail Support Replacement Non Revenue Vehicles 1.6 1.8 {0.2)
8 [Total $312.2 $355.7 ($43.5)

Additionally, there are five projects currently projecting a slight cost overrun. All of the
projects are less than $1M and are within the Board delegation authorization for the CEO to
approve additional funding:

Forecasted
Project Cost at Authorized Variance
{Amounts in Millions) Completion LOP Over/(Under)
1 [208003 Bus System Expansion Non Revenue Vehicles $0.24 $0.23 $0.01
2 |207040 FY08 Financial/HR System Upgrades 0.46 045 0.02
3 |204059 Division 22 Spray Paint Booth 0.17 0.15 0.02
4 |204082 UPS System & Backup Generator for Loc 61 - Bldg A 0.38 0.29 0.08
5 [202251 Division 2 Reconstruction Master Plan 0.30 0.20 0.10
¢ |Total $1.55 $1.32 $0.23

The Capital Program Status Report (Attachment) identifies the projected life-of-project
budget status for each project. If the project exceeds the LOP budget but is under $1
million, it is within the Board-approved limit for transferring contingency funds to the
project. If the LOP change causes the project to exceed $1 million, the project manager is
required to return to the Board for approval.
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MAJOR CONSTRUCTION

Major construction projects include construction of new fixed guideway corridors, new rail
car purchases, and other major infrastructure improvements.

The Orange Line project (CP#800112) will be completed with a saving of $34,500,000 under
the approved LOP due to lower expenditures than anticipated.

The Canoga Station Park and Ride project (CP800117) will be completed with a saving of
$2,400,000 under the approved LOP. This saving is the result of removal of land and
development costs for an additional parking lot from the project scope due to conditions
which precluded acquisition of the land.

The second quarter status report included a discussion of increasing the life-of-project for
the Metro Gold Line Eastside Extension Enhancements and Mitigations Project (800288) to
construct a 200-parking space structure at the intersection of Pomona and Atlantic
Boulevards. Staff anticipates award of a contract in late September or early October of this
year. The Board previously authorized the CEO to solicit and award a design-build contract
for the parking structure. At this time it was stated that staff would seek approval for an
increase in the LOP after receipt of bids and acceptance of the lowest price from a
responsible bidder.

Detailed information on the major construction projects, such as the Eastside Extension of
the Gold Line, is available through individual project reports.

BUS ACQUISITIONS

The major bus acquisition project during FYO08 is the procurement of 94 CNG articulated
buses, CP#201044. All buses have been received and all but 15 have been put into revenue
service. The remaining buses will be put into service in the June shake-up.

BUS MAINTENANCE AND FACILITIES

The largest bus maintenance project during FY08 is the $29.5 million annual bus mid-life
program, CP#203005. This project has completed rebuilding 116 buses as of the end of the
third quarter of FY08. Staff estimates that by the end of the fiscal year 175 buses will be
rebuilt. The original goal for the project was 250, but the delay in hiring mechanics required
that the plan be reduced. The unspent funds will be reprogrammed to the FY09 Bus Rebuild
program.

The Division 9 Transportation Building and Facilities Improvements, project #202014, has
completed construction at the approved LOP. The building is environmentally-friendly in its
design and earned a “silver” rating by Leadership in Energy and Environmental Design
(LEED).

CP#202251 Division 2 Reconstruction Master Plan has been revised to increase the LOP
from $200,000 to $300,000 to fully cover professional services required to complete the
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project. This LOP increase will be reflected in the final FY09 budget.

CP#202237 Division 18 Solar Energy Project will be completed at a the approved LOP. We
will receive a rebate in the amount of $1,600,000 from Sempra Energy Utilities.

Staff is reporting that CP# 202246, Bauchet Street Construction may require additional
funding (LOP increase) due to higher than planned land acquisition costs, modifications to
the scope of the project to improve the land use capacity, a scope change to increase the
building size, LEED Silver certification, and possible construction cost inflation. The exact

amount of increase is not currently known; we will bring a request to the Board at the time
of contract award.

All other bus projects are forecasted to be completed at, or under, the approved life-of project
budget.

RAIL CAPITAL PROJECTS

CP#204012 Rail System-wide Safety Improvements were completed with a saving of

$1,204,331 under the life-of-project budget. The unspent monies will be reprogrammed as
part of the FY10 capital program.

CP#204017 Division 21 Improvements was completed with a savings of $2,600,000 under
the life-of-project budget. The project scope was reduced due to an archaeological find
which necessitated a smaller scale storage track. The unspent monies will be reprogrammed
as part of the FY10 capital program.

CP#204082 UPS System & Backup Generator for Location 61 will require a $81,000 increase
to the approved life-of-project budget of $213,000 to $294,000. The project was created
during FYO07 from the project contingency in response to an emergency services request.
The cost increase reflects a requirement to relocate the location of the generator. The

increase is within the Board approved delegation authority to the CEO. The revised LOP will
be reflected in the final FY09 budget.

CP#204059 Division 22 Spray Paint Booth has been revised to increase the LOP from
$150,000 to $374,000. The increase is based on revised estimates consistent with current
experience. This LOP will be reflected in the final FY09 budget.

CP#206004 Breda Car Retrofit was completed at a cost of $314,110 under the approved LOP.
This project successfully met the CPUC requirements for preventing motion after the train
stops. The unspent monies will be reprogrammed as part of the FY10 capital program.

OTHER CAPITAL PROJECTS

The Universal Fare System project and the Regional Clearinghouse Project (TAP) are

continuing in FY09. Project management is reporting on the progress of both projects at the
monthly Operations Committee meetings.
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Several projects included in the Warehouse element are projected to be completed under
budget. Overall, they will experience a $139,253 reduction to the total project costs.

CP#210050 Gateway Security Improvements was completed at a cost of $40,000 under
budget. The project installed the optical turnstiles in the Gateway building third floor
entrance to the elevators, and reinforced the structure of the parking garage. These savings
will be reprogrammed in the FY10 budget.

SUMMARY OF GOVERNMENTAL FUNDS

The Governmental Funds budget includes Special Revenue and General Fund programs and
projects. The Special Revenue Fund includes all sales tax subsidies to other entities
including the Local Return Program to Cities, Formula Allocation Procedure to municipal
bus operators, Access Services, Metrolink Operating and Capital, the Incentive Program, and
the Call for Projects.

A summary of the activity in the subsidies-to-others through the third quarter follows:

For the nine months ended March 31, 2008

Variance
YID YTD Over /
{Amounts in Millions) Actual Budget (Under)

1 |Prop A & C Local Return $223.8 $226.2 ($2.4)
2 |Prop A Bus FAP 50.5 55.0 (4.5)
3 |Prop C Bus FAP 18.9 25.1 (6.2)
4 |TDA FAP 55.2 64.5 (9.3)
5 |STA FAP 8.5 8.5

6 |TDA Other Subsidies 14.2 20.8 (6.6)
7 |Prop A Incentive 9.4 13.6 (4.2)
8 |Metro Rapid Improvements 1.3 7.8 (6.5)
9 [Regional Surface Transportation Projects (CFP) 26.1 51.4 (25.3)
10 |Freeway Projects (CFP) 17.8 38.2 (20.4)
11 |Local Traffic System (CFP) 11.6 17.3 (5.7)
12 |Bus Capital (CFP) 24 4.9 (2.5)
13 |Misc. Call for Projects 0.5 1.0 (0.5)
14 |Soundwalls Program 2.6 11.4 (8.8)
15 |ASI 21.0 21.1 (0.1)
16 |Metrolink 28.5 439 (15.4)
17 |Regional EZ Pass 6.6 6.4 0.2
18 {Immediate Needs;SHORE 33 6.1 (2.8)
19 |Regional Grantee 1.8 4.0 (2.2)
20 |Transit Security 3.0 4.7 (1.7)
21 |Other Planning Projects 0.8 2.3 (1.5)
22 |Total Subsidy $507.8 $634.2 | ($126.4)
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Generally, the subsidies portion of the budget experiences cash flow delays due to the timing
of invoicing from the other entities. Local return subsidies parallel sales tax revenues earned
and because these revenues are slightly below budget, the related subsidy expenses are also
below budget.

The STA subsidy amount above represents payment of prior year unspent reserves—not
current year allocation payments. No accrual of current year STA FY08 subsidy expenses
was recorded because the municipal operators have not yet provided any approved invoices.
Metrolink is experiencing delays in their rehabilitation project causing the under-run.
Regional EZ Pass subsidy expense presented above includes $2.8 million of payments
related to prior year activity.

The Special Revenue Fund and the General Fund also include budget for work done by us
such as planning and programming of funds, Freeway Service Patrol, Service Authority for
Freeway Emergencies (SAFE), Internal Auditing and Inspector General expenditures, Ethics
and County Counsel expenditures, all lobbying activities and other non-allocable costs. The
third quarter YTD account summary for these departments, excluding subsidies (reported
separately), is summarized below:

For the nine months ended March 31, 2008

Variance
YTD YTD Over /
(Amounts in Millions) Actual Budget (Under)
1| Labor $21.9 $23.1 ($1.2)
2| Fringe Benefits 7.5 7.5 -
3| Professional Services 21.0 43.6 (22.6)
4| SAFE, FSP and other Service Contracts 19.9 33.7 (13.8)
5| Workers' Comp 0.3 0.4 (0.1)
6 | Insurance 0.3 0.4 (0.1)
7| Travel 0.2 0.2 -
8 | Other including Overhead 9.7 11.2 (1.5)
9 | Total Expenditures $80.8 $120.1 ($39.3)

GOVERNMENTAL FUNDS OUTLOOK

Both the subsidies-to-others (Special Revenue Fund) and non-allocable expenses are
expected to end the year below the FY08 budget. Historically, these budgets are not fully
expended due to delays in invoicing from the Project managers, and the complexity of the
professional and contracted services contracts.

Attachment: Capital Program Status Report

Prepared by: Office of Management & Budget
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Terr%moto
Chief Financial Services Officer and Treasurer

é?/

Roger Snoble
Chief Executive Officer
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