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FINANCE AND BUDGET COMMITTEE
October 21, 2004

Metro

SUBJECT: FY04 YEAR END FINANCIAL PERFORMANCE

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file FY04 Year End Financial Performance Report.

ISSUE

This report discusses the financial performance of the MTA’s major programs for FY04.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

For the Year Ended June 30,
(Dollars in millions) 2004 2004 2003 2002
Unaudited Budget Actual Actual
Sales tax revenues
Prop. A, Cand TDA $1,447.6 $1,419.6 $1,376.8 $1,3204
Discussion

The largest sources of MTA funds are Proposition A, Proposition C and Transportation
Development Act (TDA) sales taxes. Sales tax revenue represents over 57% or $1.4 billion of
the total budgeted revenues. These revenues provide at least partial funding for nearly all
MTA activities including bus and rail operations, the call for projects, capital projects,
planning studies and other regional transportation programs. For the twelve months ended
June 30, 2004, actual sales tax revenues were $1,447.6 million. This was $28 million (2%)
higher than budget and $70.8 million (5.1%) more than last year.
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SUMMARY OF METRO BUS OPERATIONS AND RELATED INFORMATION

For the Year Ended June 30,
(Dollars in millions except for performance data) 2004 2004 2003 2002
Amended
Unaudited |  Budget Actual Actual
Operating Revenues:
Passenger fares $186 $195 $214 $211
Other system generated 12 12 13 14

Total operating reverues 198 207 227 225
Total operating expenses 792 789 838 788
Operating loss (594) (582) (611) (563)
Non-operating reverues &4 85 89 109
Subsidies 497 497 525 459
Net Income (loss) ($13) $0 $3 $5

Performance Measurement
Cost/Revenue Service Hour $108.93 $107.91 $101.52 $98.82
Cost/Passenger Mile $0.59 $0.57 $0.52 $0.49
Subsidy/Passenger Mile $0.43 $0.40 $0.37 $0.34
Mean Miles Between Mechanical Failures 8,317 7,500 6,848 5,796
Traffic Accidents/100,000 Miles 331 3.00 3.88 3.78
Transportation Monthly Lost Time Claims/100 Employees 1.43 141 2.13 2.46
Maintenance Monthly Lost Time Claims/100 Employees 0.73 141 1.18 1.60
Mean Fleet Age in Years 6.30 6.40 5.60 4.74
Peak Bus/Base Bus 1.89 1.46 1.46 1.46

Discussion

The FY04 budget reflects the adjustment approved by the Board in June 2004 reflecting
the effect of the 35 day strike. For FY04, bus operations showed a loss of $13 million.
Bus passenger fares were $9 million less than the amended budget reflecting a slower

than planned recovery from strike-related ridership losses and changes to the mix of fare

media. Bus operating expenses were $792 million, $3 million, or 0.4% more than the

amended budget. The unfavorable variance was due to greater than planned parts usage

and higher than budget fuel prices during the non-strike period. The rest of the loss,
$1 million, was due to a variety of offsetting factors including $4 million in unrealized
investment losses. Neither that amount nor the $9 million passenger fare shortfall was
funded. The cost per RSH was $108.93 just $1.02 or 1% higher than the amended
budget of $107.91. Compared with last year, cost per RSH was $7.41 or 7.3% higher

mainly due to the amortization of administrative costs over fewer revenue service hours.
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SUMMARY OF METRO RAIL OPERATIONS AND RELATED INFORMATION

For the Year Ended June 30,

(Dollars in millions except for performance data) 2004 2004 2003 2002
Amended

Unaudited| Budget Actual Actual

Operating revenues

Passenger fares $35 $36 $33 $31

Other system generated 1 2 1 0
Total operating revenues 36 38 35 31
Total operating expenses 458 464 399 377
Operating loss (422) (426) (364) (346)
Non-operating revenues 25 30 1 5
Subsidies 396 396 362 341
Net Income (loss) ($1) $0 ($2) $0

Performance Measurement

Heavy Rail Cost/Revenue Service Hour $274.10 $279.39  $24439  $234.57
Light Rail Cost/Revenue Service Hour $325.83 | $314.94  $30025  $332.52
Heavy Rail Cost/Passenger Mile $0.43 $0.44 $0.42 $0.64
Light Rail Cost/Passenger Mile $0.47 $0.56 $0.38 $0.36
Heavy Rail Subsidy/Passenger Mile $0.33 $0.34 $0.32 $0.29
Light Rail Subsidy/Passenger Mile $0.38 $0.46 $0.30 $0.28
Rail Monthly Lost Time Claims/100 Employees 0.72 1.41 0.78 1.00
Light Rail Vehicle Accidents Rate/100,000 Miles 0.49 0.40 0.38 0.30
Discussion

In FY04, Metro Rail Operations experienced a loss of $1 million. As with Bus
Operations, passenger revenues were below the amended budget, in this case by $2
million. Metro Rail operating expenses were $458 million, $6 million or 1% lower than
the amended budget of $464 million. The favorable variance was due to lower than
planned spending for security services and delayed implementation of rail vehicle mid-
life maintenance. Non-operating revenues were $5 million below budget due to less
than expected funding from federal grants and a decline in the market value of our
investments. Although Light Rail total expenses were below budget, cost per revenue
service hour and per passenger mile were higher than budget due to lower than planned
Gold Line service and passenger usage.
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SUMMARY OF CAPITAL PROGRAM
Discussion
Each project is listed in Attachment A.

The variance analysis for the twelve months ended June 30, 2004, show the status of
adopted Life-of-Project budgets and projected total costs-to-complete capital projects.
Overall, the completed capital projects show an underrun of $12 million. These funds
will be reallocated to other projects, as required, to mitigate cost overruns, to the extent
allowed by grant restrictions.

Life-of-Project values for capital projects which continue into FY05, have been adjusted to
reflect the new amount if it is higher than the adopted FY04 value. This recognizes
revisions proposed by project managers and adopted in the FY05 budget. All cost
overruns have been funded from bus and rail facility contingency projects.

Recurring capital projects, those projects which continue annually — such as replacing
non-revenue vehicles and upgrading computer hardware and software, are based on the
amount approved for FY04 only, to appropriately measure completion costs.

The list of projects includes projects funded during the year from bus and rail
contingency projects. Life-of-Project values for bus and rail contingency projects have
been reduced from adopted FY04 values to reflect transfer of budget authority to
additional projects.

Bus Acquisition, Universal Fare System, Advance Transportation Management System

All bus acquisition projects, the Universal Fare System, and the Advanced
Transportation Management System are projected to be completed within approved Life-
of-Project budgets. A portion of the funding for the purchase of 22 out of 200 articulated
buses is included in the Orange Line project, a major construction project.

Bus Maintenance and Facilities

Several bus facility projects have exceeded approved Life-of-Project budgets. The projects
which experienced cost overruns will be offset by FY04 under-expenditures in the Bus
Facilities Contingency project.

The Bus Midlife project is a recurring project. FY04 expenses were under the annual
adopted budget due to reduced powerplant assembly requirements during the fiscal year.
The Bus Rebuild and Refurbishment project was completed under budget.

Rail Capital Projects

The Metro Blue Line Overhaul program, a recurring project, was significantly under-
expended in FY04. This was due to delaying the beginning for the overhaul program to
allow time for a more detailed analysis of overhaul requirements. The other projects in
the Rail Vehicle Maintenance category will be completed within approved Life-of-Project
budgets.
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Several Rail Facility Maintenance projects exceeded their approved Life-of-Project
budgets. The major overruns were in the Metro Green Line Elevator and Escalator
Upgrade project and the Division 11 Catwalk project. The overruns in this area were
offset by FY04 under-expenditure in the Rail Facilities Contingency project.

Rail Wayside Systems projects experienced underruns in several areas. The Division 22
Blow-Down Pit project was under-expended in FY04. However, this project has been
merged with another project in FY05. A request to increase the Life-of-Project budget for
the ongoing project is pending, in conjunction with other Division 22 expansion projects,
to allow completion of the Blow-Down Pit project. The Wayside System project, a
recurring project, was significantly under-expended in FY04.

Other Capital Projects

This category includes non-revenue vehicles, IT/Communications projects, warehouse
projects, and Other Capital projects. Non-Revenue vehicle project underruns in FY04
offset an overrun in purchase of Rail Support Expansion vehicles. Several projects in the
IT/Communication Element were completed with costs higher than their respective
approved Life-of-Project budgets. The major project was the Division Network
Construction project, with an overrun of $2.3 million. These overruns were offset by
underruns in the Bus and Rail Facilities Contingency projects.

Major Construction

Major construction projects are managed by the Construction Project Management
Strategic Business Unit. These projects include construction of new fixed guideway
corridors, new rail car purchases, and other major infrastructure improvements. For the
period ended June 30, 2004, all adopted major construction projects are estimated to be
completed within approved Life-of-Project budgets. Major construction projects which
are now complete are not included in this analysis.

The Life-of-Project budget for Mid-City Wilshire Bus Rapid Transit project in the

attached report is based on the initial development phase. The full project cost will be
developed and presented for consideration at a future date.
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SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION

For the Year Ended June 30,
(Dollars in millions except for performance data) 2004 2004 2003 2002
Unaudited | Budget  Actual  Actual

Revenues:
Sales Tax $ 60|$ 84 $ 33 § 44
Investment income and other 0 0 0 0

Total revenue 60 84 33 42

Expenditures:
Highway programs 17 12 3 9
Regional surface transportation improvement 16 18 10 18
Local traffic system 22 28 18 13
Commuter rail 2 11 0
Bus capital 3 14 2

Total call expenditures 60 84 33 42

Excess of revenues over expenditure $0 $0 $0 $0

Performance Measurement

Call Expenditures as a % of Budget
Highway programs 138% 100% 18% 63%
Regional Surface Transportation Improvement 87% 100% 47% 43%
Local Traffic System 78% 100% 51% 25%
Commuter Rail 18% 100% 0% 185%
Bus Capital 21% 100% 14% 8%

Discussion

The FY04 Budget was $84 million. During FY04, $60 million, or 71.4%, of the budget
was exhausted. Highway Programs expenditures include $9 million of Prop C funds
which were swapped for previously-STIP-funded expenditures approved by the Board in
December. Most of the other variances were due to contractor delays in the invoicing of
projects, project schedule and scope changes, and delays in the award of contracts.
Commuter Rail projects were underspent by approximately $10 million due to SCRRA
experiencing delays in the procurement of their rolling stock. Some of the other projects
with timing delays were the HOV lane projects, Alameda Corridor and various Traffic
System related projects.
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SUMMARY OF OTHER TRANSPORTATION PROGRAMS AND RELATED
INFORMATION

For the Year Ended June 30,
(Dollars in millions except for performance data) 2004 2004 2003 2002
Unaudited | Budget Actual Actual
Revenues:
Sales tax subsidy $25 $31 $27 $23
Intergovernmental grants 61 63 63 46
Investment income and other 1 2 1 1
Total revenues 87 95 90 71
Expenditures:
Freeway Service Patrol - FSP 17 22 18 14
SAFE* 8 11 8 5
Access Service Incorporated - AST 62 61 64 51
Total expenditures 87 95 90 71
Excess of revenues over expenditures $ 0% 0 $ o) $ (0)
Performance Measurement
FSP - Cost per Assist $49.53 N/A $49.33 $39.44
SAFE - Cost Per Call Answered** $35.93 N/A $38.44 $43.55
ASI operating subsidy per passenger $27.34 N/A $28.08 $25.87

* The SAFE is not an MTA function but is included in this chart as it performs motorist aid services
similar to FSP and ASI.

** FYO03 cost per call based upon operating costs and excludes a one-time expenditure of $3.5 million used to
cover the cost of modifying callbox sites in compliance with the Thalheimer ADA Settlement Agreement.

Discussion

The FSP budget variances reflect procurement delays in implementing capital projects
for the privatization of the call answering center for the call box program.

Prepared by: Office of Management & Budget
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y ,
Richard Brumbaugh
Chief Financial Officer

T~

“Roger Sn%/
Chief Execfitive Officer
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