FINANCE & BUDGET COMMITTEE
APRIL 17, 2003

SUBJECT:
FY03 BUDGET 

ACTION:
AMEND FY03 BUDGET TO APPROPRIATE ADDITIONAL FUNDS

RECOMMENDATION

Amend the FY03 budget to appropriate an additional $27.9 million to the Enterprise Fund budget.

ISSUE

As presented at the special board meeting on March 5, 2003, the Enterprise Fund budget was forecasted to end the year $23.5 million over the approved budget of $903.1 million. This projected shortfall is now being revised up to $27.9 million due to the expectation of continuing increases in CNG and diesel fuel prices in light of the situation in the Middle-East.  An additional appropriation is required to balance the fiscal year budget.

OPTIONS

The Board may choose not to appropriate additional funds to balance the FY03 budget.  However, the expenses will be incurred and have to be paid.  The resulting financial statement deficit would give a negative perception of the financial management of the MTA. 

FINANCIAL IMPACT

The funds required for this action are available from Prop C 40% balances that are programmed for use in future years.  Appropriation of these funds will require reassessment of future funding plans. 

BACKGROUND

Overall, the MTA budget of $2.6 billion is forecast to end the year at or below the budgeted level.  The Capital, General and Special Revenue funds are forecasted to under- spend appropriations for FY03.  

Based on a mid-year assessment, the Enterprise Fund (bus and rail operations) would have exceeded the FY03 budget by $42.4 million.  If left un-mitigated, the following items would have been over budget:

	UTU (Operator) Labor

	$ 7.0 million

	Parts - Bus
	   7.5 million

	TOTAL
	$14.5 million


UTU Operator Labor:  UTU Operator labor is running over budget due to following:
· Operator recruitment shortages have resulted in as many as 150 part-time vacancies throughout the year.  Budgeted part-time assignments must then be covered with full-time operators using a combination of straight time and overtime.

· FY03 & FY04 Mitigation:  Human Resources have studied this issue and have assisted by providing special attention to operator recruitment.  Part-time vacancies are expected to be resolved by July 1, 2003.

· An operator acting as a Transit Operator Supervisor (TOS) is an operator who is pulled in for some period of time to augment the Transit Operator Supervisor resources.  In part, these extra assignments were deemed necessary to help reduce bunching on the Metro Rapid Lines and to reduce bus accidents by identifying and moving problematic bus stops and supervise bus speeding problems.

· FY03 & FY04 Mitigation:  In FY04, Operators acting as TOSs will be both budgeted and used only when there is a TOS vacancy.
· Some Divisional manpower management problems.  Poor management of manpower can result in budget overruns due in part to insufficient attention to such things as callbacks, missouts and standby assignments.

· FY03 & FY04 Mitigation:  The General Managers (GMs) have studied this long-standing problem and have put in place certain Key Performance Indicators that will help them monitor and control manpower management to a level not historically done by this Agency.  Additionally, the GMs have initiated special training of their Divisional window mark-up personnel to better provide them the tools for managing the mark-up board.

Parts budget – Bus is running over budget due to the following:

· S1-Gards.  This safety program has been stepped up in the current year.  In June 2002 staff presented the Board a report in which was proposed that the S1-Gard program could be absorbed into the agency budget parts program.  Unfortunately, the parts budget, which must provide certain key Preventative Maintenance (PM) and power plant overhauls, cannot absorb this cost and stay within budget.

· FY04 Mitigation:  The S1-Gard program will be budgeted at full cost in FY04.
· CNG Tank replacements.  MTA currently has on-going litigation with Neoplan on a number of issues, to include, premature need to replace the EDDO CNG tanks.  The sub-contractor to Neoplan for the EDDO CNG tanks has gone into bankruptcy.  MTA must bear this unbudgeted cost of tank replacement until the litigation is resolved.

· In FY04, the Divisions will budget for the EDDO CNG tank replacements needed in their fleet.

Transit Operations has initiated aggressive actions to mitigate these $14.5 million in projected budget overruns by reducing discretionary expenditures; special attention being paid to the management of overtime at a Divisional level; UTU operator labor manpower management focus on training and oversight, and numerous other smaller key FY03 mitigations.

The impact of the mitigation actions was netted in reporting the potential shortfall of $23.5 million at the March 5, 2003, meeting.  Since then, an additional $4.4 million has been added due to the continuing increase in CNG and diesel fuel prices.

The balance of budget shortfalls, $27.9 million, is comprised of the following:

	Revenues to replace a projected loss of fare revenues
	$2.3 million

	Revenue vehicle CNG and diesel fuel expenditures, increasing the fuel budget from $19.1 million to $29.3 million
	  10.2 million

	Workers’ compensation expenditures, increasing the workers compensation budget from $49 million to $60 million
	  11.0 million

	Transit security, increasing the security services budget from $46.0 million to $49.4 million
	    3.4 million

	Make-ready 66 buses for consent decree service and to operate the service from June 20, 2003 until 

July 1, 2003
	    1.0 million

	TOTAL
	$27.9 million


These $27.9 million in negative budget variances are primarily due to circumstances beyond management’s control including:  lower fare revenues, higher fuel prices, delay in the execution of the new law enforcement contracts, less than planned savings in the worker’s compensation costs, and the Special Master’s order to place additional buses in-service during FY03.
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