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PLANNING AND PROGRAMMING COMMITTEE
November 17, 2004

Metro

FINANCE AND BUDGET COMMITTEE
November 18, 2004

SUBJECT:  FYO05 TEN-YEAR FORECAST

ACTION: RECEIVE AND FILE REPORT AND APPROVE RECOMMENDATIONS

RECOMMENDATION

A. Receive and file the FYO5 Ten-Year Forecast; and

B. Direct the Chief Executive Officer to:

1. Establish a rainy day reserve to be used for unforeseen operating shortfalls such
as fuel price spikes or ridership declines;

2. Develop guidelines for use of the reserve and recommend an appropriate amount
to be funded from currently unreserved general fund balances;

3. Propose alternatives to improve the farebox recovery ratio to be consistent with
major metropolitan transit service providers;

4. Propose methods for combining the Formula Allocation Procedure (FAP) and the
expiring Municipal Operator Service Improvement Program (MOSIP); and

5. Initiate the process to update the Long Range Transportation Plan (LRTP)
priorities.

ISSUE

The ten-year financial forecast indicates that Metro Operations will have an operating and
capital deficit of $850 million over the next ten years. However, in the first quarter of this
fiscal year, actual farebox revenues were significantly lower than budget while fuel prices
were higher than planned, potentially pushing the deficit as high as $1.2 billion over the next
ten years.

DISCUSSION

Solutions to resolve the deficit must encompass a combination of reducing costs and raising
revenues. Metro embarked on an aggressive cost containment strategy to reduce costs
during FY05. These efforts will be continued through FY06 and beyond. Metro will also
continue to look at service delivery to ensure that the system is serving the most people in
the most efficient manner possible. There are no fare increases assumed in the ten-year



forecast. Costs in the forecast grow at approximately the rate of inflation while fare prices
are assumed to remain at the current rate. A fare increase may be required to keep the
farebox recovery ratio at an acceptable level for federal and state transit industry standards.
The farebox recovery ratio for FYO05 is about 28% and is expected to shrink to 27% by FY10 if
no fare increases are adopted.

The Brookings Institution Series on Transportation Reform published the following farebox
recovery comparison in June 2004:

Table 3. Fare Revenues Per Totad Operating Expenses { Recovery Ratio), All U.S. Heavy Rail and
Top-20 Bus Systems, 2002
Rank  Heavy Rail Agency Ratio Rank  Bus Agrney/Company Ratio
1 New ¥ork City Trunsit 1 Noew Jersey Transit Carporation
67.3 iNT Fransil 13.5
2 Washington Metrapolitan Arca 2 New York City Fransit
Transit Autherity [WMATA) 61.6 EMTA-NYC Framnsit ) 40.9
3 Prrt Anthurity Transit Corpuaralion 3 Chicaga Transit Authority
TPATCOE New Jersey/Philadelphiad 614 (CEA 40,
4 Southeastern Pennsylviia 4 Suutheastem Pennsylvania
Trunsportation Authocity (SEFTAY 8.6 Fransportation Autharity (SEFTAJ 370
5 Sun Francisco Bay Area Rapid 5 New Orleans Regional Transit
{ransit {PART} S84 Anthoeite iINORTAY 36,
3 Chivage Transit Autlwrity [ Miami-Dade Transit Agemcy
(CTA) 44.3 (MDY 33.3
¥ Murssachusetls Ray Fransportation 7 Green Bus Lines, Quesns, NY
Authority (MBTA} 437 328
8 Part Authurity Trans-Hudson 8 Minneapulis Metro Transit
Corporation (PATH) 4 1.0 2.5
ks Metropaitan Athinta Bapid Y Milwuukee County Tramsit System
Transit Anthorils EMARTAY 349.2 31.7
10 AMurvland Miss Truansit 10y Metropolitan Alanta Bapid Transit
Administrution (MTA) 26.3 Autherity (MARTAL 30.4
11 Greater Clevelind Regianal Transi 11 Pace - Suburbun Chicagn Bus
Authority (REA) A Diwision 0.4
12 Luos Angeles County Metropolitan 12 Marykand Mass Transit Administration
Transpartation Autharity (EA Metro) 149.6 (MTAL e
13 Mismi-Bade Transit Agency 13 Crange County Transportation
MY [EN) Autherite G)CTA) 0.l
14 Staten Tsknd Rapid Transit €3perating 14 Los Angeles County Metropalitan
Authorily (MTA-SIHTOA] 15.2 Fransportation Autherity (1A Melral 3496
15 Southwest trhio Regional
Fransit Authorily (Cincinnati} 8.7
Its  Honoluln Depariment of
‘Franspmration Semvices 26.8
17 Washington Metropolitan Area
Transit Authority (WMATAY 26.2
18 Port Anthority of Allegheny
Lounty (Pirtsburehs 24,2
14 Massachusetls Bay Transportation
Authori (MEBTA; 225
200 Sun Franeiseo Munivipal Bailway
IMUND Ao
Soarres el Trondi Aafnedwisivasione, " 2002 Natiowsl Hragst Dowbase,” Talbe 26, wwntaatdp come Ut reciwery is salomkated by dikding fare revesnses cumand to 100l
cqperiatiug experses, Dew sytems snchede ald companios aad anesios witl o 200 vedisles i wrvics.

The Formula Allocation Procedure distributes sales tax funds to Metro and the Municipal
Operators according to a formula adopted by the board in 1986 and amended by State
legislation in 1995. Over time, the formula has been adjusted to meet changing
circumstances for all operators and supplemented by the Municipal Operator Service
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Improvement Program that is scheduled to end in June 2006. A review of the sales tax
distribution process should be undertaken.

FINANCIAL IMPACT

The actions in this board report have no financial impact on the FY05 budget. Accelerating
the LRTP priorities update will require reallocating Planning Department resources from the
Congestion Mitigation Fee Nexus Study, and will impact the study’s work schedule. While
preliminary technical analysis for the Nexus Study will still proceed in FY 2005, much of the
Nexus Study’s work activities will be included in the Planning Department’s work plan for
FY 2006.

NEXT STEPS

Staff will bring each recommendation back to Board for discussion and approval.

Prepared by the Office of Management and Budget

ATTACHMENT
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LN

Roger Snalfle
Chief Executive Officer
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