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FINANCE AND BUDGET COMMITTEE
JANUARY 20, 2005

Metro

SUBJECT:  FYO05 FIRST QUARTER FINANCIAL PERFORMANCE REPORT
ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file the FYO05 first quarter report.
ISSUE

This report discusses the financial performance of the MTA’s major programs for FYO05.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

For the Three months Ended Septemmber 30, 2004

{Dollars in mrllions) 2005 2005 2005 2004 2003
Variance
Actual Budget  Over/(Under) Actual Actual
Sales tax revenues
Prop. A, Cand TDA $365.1 $365.1 $0.0 $353.0 $338.4
Discussion

The largest source of MTA funds are Proposition A, Proposition C and Transportation
Development Act (TDA) sales taxes representing over 50% or $1.5 billion of the total budgeted
revenues. Actual sales tax revenue information is not available until two and one-half months
after the end of the quarter. For the first quarter ended September 30, 2004, sales tax revenues
are projected at the budgeted amount of $365.1 million. This projection is 3.4%, $12.1 million
higher than sales tax revenues for the same period last year.
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SUMMARY OF SALES TAX REVENUES - OUTLOOK

For the Twelve Months Ended June 30, 2005

(Dollars in millions) 2005 2005 2005 2004 2003

Variance

YE Outlook  YE Budget Over/(Under)| YE Actual  YE Actual

Sales tax revenues $1,492.3 $1,492.3 $0.0 $1,447.6 $1,376.8

Prop. A, Cand TDA

Discussion

Proposition A, Proposition C and Transportation Development Act (TDA) actual sales tax
revenues are projected to equal the budgeted amount. This represents an increase of 3%,
$44.7 million from the actual of $1,447.6 million a year ago.

SUMMARY OF ENTERPRISE FUND

For the Three Months Ended September 30, 2004

(Dollars in millions) 2005 2005 2005 2004 2003
Variance
Actual Budget  Over/(Under) Actual Actual

Operating Revenues:

Passenger fares $66 $72 ($6) $66 $64

Other system generated 4 4 0 3 3
Total operating revenues $70 $76 ($6) $69 $67
Total operating expenses $247 $249 ($2) $300 $296
Operating loss ($177) ($173) ($4) ($231) ($229)
Non-operating revenues 59 55 4 26 23
Subsidies 118 118 0 204 212
Net income (loss) $0 $0 $0 ($1) $6

Discussion

Passenger fares were $6 million below budget. The budget assumed a 10% increase in fare
revenues due to the fare increase; the actuals through September 30, 2004, reflect a 2%
increase. Non-operating revenues were $4 million over budget due to the accelerated billing
of federal grants. Overall operating expenses were $2 million below budget. The under
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expenditure occurred primarily in services and was partially offset by over expenditures in
fuel, Workers Compensation, and Casualty and Liability expenses. Non-contract salaries and

contract wages were on budget.

SUMMARY OF ENTERPRISE FUND PERFORMANCE MEASUREMENTS FOR BUS

For the Three Months Ended September 30, 2004

2005 2005 2005 2004 2003
Variance
Over/
Performance Measurement - Bus Actual Budget (Under) Actual Actual
Cost/Revenue Service Hour $104.28  $102.87 $1.41 $96.95 $96.¢
Revenue Service Hours 1,849,846 1,857,660 (7.814) 1,843,360 1,836,0(
Cost/Passenger Mile $0.53 $0.52 $0.01 $0.47 $0.-
Subsidy/Passenger Mile $0.36 $0.35 $0.01 $0.32 $0.:
Mean Miles Between Mechanical Failures 7,205 7,500 (295) 5,968 6,8¢
Traffic Accidents/100,000 Miles 3.25 3.50 (0.25) 3.54 3.8
New Workers Comp Claims per 200,000 Hours 16.31 20.60 (4.29) 23.00 22.:
Mean Fleet Age in Years 6.41 6.40 0.01 5.20 5.2
Peak Bus/Base Bus 1.86 1.86 0.00 1.52 1.4
Discussion

The first quarter financial performance indicators did not achieve their targets due to a
combination of lower than anticipated fare revenue from the fare restructure and lower
boardings on light rail combined with higher than expected expenses for fuel, Workers
Compensation, and Casualty and Liability expenses. On a cost per hour basis, these three
expense items are over budget by $3.91 per hour. Savings in other categories reduce the cost

per hour overage to $1.41.

Revenue Service Hours (RSH) were below target by .6%. This variance was mainly due to
the contract services’ target reflecting RSH evenly throughout the year instead of reflecting
a phased timeline for additional Consent Decree service. The implementation of Consent
Decree service in December will put RSH for contract services back on track in the second

half of the fiscal year.

Mean Miles Between Mechanical Failures were 4% under target due to the hot weather that

caused continued engine failures, which constitute approximately half of all road-call

failures. Improvements are expected with the implementation of a new diagnostic repair
process in early September. Sector staff is working with Division Managers to identify

particular bus types that are experiencing frequent mechanical failures and working with
operators to ensure that they do not inadvertently report non-mechanical failure.
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Traffic accidents per 100,000 miles were better than target due to enhanced safety training
and retraining programs for operators with high frequency of traffic accidents.

New Workers Compensation claims per 200,000 hours were better than target due to the
ongoing safety program and safety meetings that focus on safety awareness and accident

prevention. Divisions are also conducting line sweeps to identify road hazards that
contribute to New Workers Compensation Claims.

SUMMARY OF ENTERPRISE FUND PERFORMANCE MEASUREMENTS FOR RAIL

For the Three Months Ended September 30, 2004

2005 2005 2005 2004 2003
Variance Over/

Performance Measurement - Rail Actual Budget (Under) Actual Actual

Heavy Rail Cost/Revenue Service Hour $281.67  $294.68 ($13.01)} $221.41  $239.13
Light Rail Cost/Revenue Service Hour $351.50  $375.52 ($24.02)| $289.26  $306.44
Heavy Rail Cost/Passenger Mile $0.46 $0.48 ($0.02) $0.35 $0.40
Light Rail Cost/Passenger Mile $0.71 $0.67 $0.04 $0.37 $0.38
Heavy RailSubsidy/Passenger Mile $0.37 $0.36 $0.01 $0.24 $0.29
Light RailSubsidy/Passenger Mile $0.61 $0.56 $0.05 $0.30 $0.29
New Work Time Indemnity Claims Reported/Filed 28 22 6.00 15 27
Light Rail Vehicle Accident Rate/100,000 Miles 0.48 0.40 0.08 0.41 0.38

Discussion

The first quarter rail costs were below budget due to delayed implementation of contracted
brake overhaul services, delay in UFS compatible ticket machine maintenance contract, and
delays in hiring fare inspectors for the Blue and Green lines. Passenger miles were below
target due to lower than anticipated customer usage of the Green and Gold lines; therefore,
MTA management reduced RSH by reducing train lengths.

New work time indemnity claims reported/filed are higher than the target during July,
which is consistent with the same period last year. There is also a downward trend
beginning the month of August that is also consistent with the same period last year. Light
rail accidents were slightly higher than the target. Operations continues to focus on safety
awareness programs to help reduce claims and accident rates.
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SUMMARY OF ENTERPRISE FUND — OUTLOOK

For the Twelve Months Ended June 30, 2005

(Dollars in millions) 2005 2005 2005
Variance

YE Outlook YE Budget Over/(Under)

Operating Revenues:
Passenger fares $265 $285 ($20)
Other system generated 14 14 0
Total operating revenues $279 $299 ($20)
Total operating expenses $1,001 $990 $11
Operating loss ($722) (3691) ($31)
Non-operating revenues 223 220 3
Subsidies 471 471 0
Net income (loss) ($28) $0 ($28)

Discussion

Passenger fares are forecasted to end the year $20 million below budget based on the
first quarter actual experience. Passenger boardings are consistent with the budget, but
the fare revenue per boarding is under the budgeted projection. It is anticipated that the
fare revenue deficit will be offset with a combination of reducing costs, deferring capital
projects, and providing additional subsidies.

Non-operating revenues are projected to end the year $3 million over budget. The
federal grant billing is expected to end the year at the budgeted level; however, interest is
expected to exceed the budgeted amount.

If the current trends continue, operating expenses are projected to end the year $11
million over budget. Trending the first quarter experience with fuel throughout FYO05,
indicates that fuel will be over budget by $8 million. During the first quarter of FY05,
several prior period bus accident claims were settled at higher values than originally
estimated. These claims will add $6 million to the FYO5 budget. Even though claims
and lost work days are under budget and less than prior years, costs are greater than
budget and greater than last year due to due to rising medical and indemnity costs.
Workers Compensation is forecasted to end the year $6 million over budget. The total of
these additional costs is forecasted to be $20 million with $9 million offset through
aggressive cost reductions and capital project deferrals. Wages and benefits are expected
to end the year on budget.
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SUMMARY OF CAPITAL PROGRAM
Each project and financial outlook is listed in Attachment A.

The variance analysis for the three months ended September 30, 2004, show the status of
adopted Life-of-Project budgets and projected total costs-to-complete for each capital
project. The report is annotated to show where adopted life-of-project budgets were
printed in the final budget book in error and have been revised to reflect the board
adopted program as presented in the draft budget book.

Additional projects have been detailed with expense category information. Eventually,
the quarterly report will include detailed expense information on all projects with an
approved life-of-project budget greater than $10 million.

Bus Acquisition, Universal Fare System Advanced Transportation Management System

All bus acquisition projects, the Universal Fare System, and the Advanced
Transportation Management System are projected to be completed within the approved
life-of-project budgets. Twenty-two articulated buses are funded in the Orange Line
project and are not included in the bus acquisition for articulated buses.

Bus Maintenance and Facilities

Two projects are expected to exceed their life-of-project budgets and will be funded with
contingency within the board approved limits for using contingency. These projects and
the additional funds needed are as follows:

e Division Lighting Program - $342,475
e Metro Bus Art Program - $12,824

Three projects are expected to return to the board for approval to increase the life-of-
project budget authority. These projects and the life-of-project increase needed are as
follows:

e Division 1 Expansion - $2,800,000 (BOS funded increase)
e Division 4 Expansion - $262,746
e Division 9 Transportation Building - $4,584,615 (BOS funded increase)

Rail Capital Projects

Two projects received board approval to increase the life-of-project budget subsequent to
budget adoption. Those projects and the life-of-project increase are as follows:

e Division 22 Improvements (September 2004) - $1,462,576
e Division 11 Improvements (August 2004) - $4,802,500

Two projects are expected to exceed their life-of-project budgets and will be funded with
contingency within board approved limit for using contingency. These projects and their
increased life-of-project are as follows:
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e MRL Tactile Pad and Strip Installation - $97,295
e Completion of Metro Red Line Art program - $50,195

One project is expected to return to the board for approval to increase the life-of-project
budget authority. That project and the life-of-project increase is as follows:

e MGL Elevator and Escalator Sumps and Clarifiers - $411,412

Other Capital Projects

This category includes non-revenue vehicles, IT/Communications projects, warehouse
projects and Other Capital projects.

Six warehouse projects have received bids that would increase the life-of-project costs for
the project. These projects are being reviewed by project management to determine if
the projects will be re-scoped to decrease costs or if the life-of-project budgets will be
increased.

The Maintenance and Material Management System project is forecasted to exceed its
life-of-project budget. This project will be reviewed with the Board in November.

Major Construction

Major construction projects include construction of new fixed guideway corridors, new
rail car purchases, and other major infrastructure improvements. For the period ended
September 2004, all adopted major construction projects are estimated to be completed
within board approved life-of-project budgets.

The account detail for the Orange Line project shows that the project remains on budget
with about $9.3 million of the contingency funds having been transferred to other
accounts as required for construction progress. More detailed information on the major
construction projects is available through individual project reports.
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SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION

For the Three Months Ended September 30, 2004

(Dollars in millions except for performance data) 2005 2005 2005 2004 2003
Vanance
Actual Budget Over /{Under) Actual Actual
Revenues:
Grant subsidies $ 6 $ 40 $ (34)| $ 10 $ 8
Investment income and other 0 0 0 0 0
Total revenue $6 $40 ($34) $10 $8
Expenditures:
Highway programs 1 5 (4) 2 1
Regional surface trans. improvement 1 14 (13) 2 0
Local traffic system 3 13 (10) 5 6
Commuter rail 0 3 (3) 1 0
Bus capital 1 6 4) 1 0
Total call expenditures $6 $40 ($34) $10 $8
0
Excess of revenues over expenditure $0 $0 $0 $0 $0
Performance Measurement
Call Expenditures as a % of Budget
Highway programs 20% 100% (80%) 67% 47%
Regional Surface Trans. Improvement 7% 100% (93%) 67% 0%
Local Traffic System 22% 100% (78%) 77% 91%
Commuter Rail 0% 100% (100%) 27% 0%
Bus Capital 2%  100% (78%) 40% 0%
Discussion

The FYO05 First Quarter revenue and expenses for Call for Projects were both under
budget by $34 million. Revenues and expenses are 40% less than the revenue and
expenses for the same period in FY04.

Highway Programs exhausted approximately 20% of the FYOS5 First Quarter Budget.
These variances were mainly due to project delays pending the development of the AB30-
90 agreement between MTA and Caltrans. The MOU for this project was fully executed
at the end of FYO5 First Quarter. Contract delays for the Southbound Route 101 were
delayed until August, construction work has begun and funds will be expensed
throughout the remaining quarters.

Regional Surface Transportation Improvements spent 7.5% of the budget. This variance
is mainly due to the pending AB30-90 agreement, and changes in project scope and

scheduling, resulting in invoicing delays.
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Local Traffic System spent 22% of the FYO5 First Quarter Budget. This variance was due
to schedule and scope changes, as well as delays in invoicing.

Commuter Rail did not draw first quarter budget due to procurement delays of their

rolling stock.

Bus Capital expensed 22% of the budget. The Bus Capital project was under budget due
to project and scope revision delays. The First Street Parking project (Long Beach) scope
was modified to improve and more efficiently serve the Long Beach Blue Line

community.

SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION - OUTLOOK

For the Twelve Months Ended June 30, 2005

(Dollars in millions except for performance data) 2005 2005 2005
Variance
YE Outlook  YE Budget  ver/(Under)
Revenues:
Grant subsidies $ 8 $ 137§ (51)
Investment income and other 0 0 0
Total revenue $86 $137 ($51)
Expenditures:
Highway programs 15 19 4)
Regional surface trans. improvement 32 43 (11)
Local traffic system 32 46 (14)
Commuter rail 2 13 (11)
Bus capital 5 17 (11)
Total call expenditures $86 $137 ($51)
Excess of revenues over expenditure $0 $0 $0
Performance Measurement
Call Expenditures as a % of Budget
Highway programs 80% 100% (20%)
Regional Surface Trans. Improvement 75% 100% (25%)
Local Traffic System 70% 100% (30%)
Commuter Rail 15% 100% (85%)
Bus Capital 32% 100% (68%)
Discussion

If the current trend continues, the Call for Projects will under spend the annual budget.

Fiscal Year 2005 Q1 Financial Performance Report



NEXT STEPS

Continue to monitor the budget on and report to the board on a quarterly basis.
ATTACHMENT - Capital Projects List Quarterly Status Report

Prepared by the Office of Management and Budget
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Ll ik

Richard Brumbaugh
Chief Financial Officer

R’oger Snoble/
Chief Executive Officer
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