Metro

FINANCE AND BUDGET COMMITTEE
March 17, 2005

SUBJECT: FY05 SECOND QUARTER FINANCIAL PERFORMANCE

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file FY05 Second Quarter Financial Performance Report.
ISSUE

This report discusses the financial performance of major programs for the first six
months of FYO05.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

For the Six months Ended December 31
(Dollars in millions) 2004 2004 2004 2003 2002
Adopted Variance
Actual Budget  Over/{(Undey) Actual Actual
Sales tax revenues $744.0 $737.0 $7.0 $715.9 $690.8
Discussion

The largest source of 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. For the first six months, sales tax revenues were $7 million or 0.9%
greater than the budget and $28 million or 3.9% greater than the same period last year.
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SUMMARY OF SALES TAX REVENUES - OUTLOOK

For the Twelve Months Ending June 30

(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
Discussion

s

Due to the positive experience with actual sales tax receipts, we may end the year ahead
of budget. Possible events during the fiscal year that could reduce the favorable variance
include adjustments by the State Board of Equalization or economic downturns in the
local economy. Therefore, the outlook remains at the FY0S5 budget level. Proposition A,
Proposition C, and TDA actual sales tax revenues are estimated to be $1,492.3 million,
an increase of 3% or $44.7 million over the actual of $1,447.6 million a year ago.

SUMMARY OF ENTERPRISE FUND

The Enterprise Fund presentation complies with Governmental Accounting Standards
Board Statement No. 34, Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments. Statement 34 requires that financial
information be consolidated into either governmental activities or business-type
activities. The business-type activities, or Enterprise Fund, include transit operating and
capital costs, infrastructure construction and related debt service. Governmental
activities are comprised of subsidies provided to transit operators, the regional planning
and programming of funds and functions of the Board of Directors.
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SUMMARY OF ENTERPRISE FUND

For the Six Months Ended Decernber 31 (Does not reflect budget amendment passed by the Board in February 2005)

(Dollars in millions)
2004 2004 2004 2003 2002
Actual Budget Variance Actual Actual

Operating revenues:

Passenger fares $133 $144 ($11) $99 $126

Route subsidies - - - 1 -

Auxiliary transportation 7 7 - 5 7
Total operating revenues 140 151 (11) 105 133
Operating expenses, excluding depreciation: 483 488 (5) 413 441
Operating income (loss) (343) (337) (6) (308) (308)
Operating subsidies and grants (other expenses):

Local operating grants 236 236 262 266

Federal operating grants 112 112 59 47

Interest revenues 5 5 - 2 3

Interest expense (86) (85) (1) {102) (105)

Gain (loss) on disposition of fixed assets - - - (1) (1)

Other revenue 6 3 3 1 1
Total operating subsidies and grants (other expenses) 273 271 2 221 211
Loss before debt and capital items (70) (66) (4) (86) (97)
Debt service & capital grants / contributions:

Local 223 223 299 174

State 19 19 21 -

Federal 52 52 91 -
Total debt service & capital grants / contributions 294 294 411 174
Change in net assets $224 $228 ($4) $325 377

Discussion

Passenger fares were $11 million below budget. Prior year actuals through December

31, 2003 reflect a 35-day work stoppage.

Operating expenses were $5 million or 1% below budget. The under expenditure
occurred primarily in services such as deferral of the new ticket vending machine

maintenance contract and delays in hiring fare inspectors. The under expenditure was
partially offset by over expenditures in fuel, workers’ compensation, and casualty and
liability expenses. Non-contract salaries, contract wages, and associated fringe benefits

were on budget.

Operating subsidies & grants and debt service expenses & capital grants are on budget

through the first six months of the year.
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR BUS

For the Six Months Ended December 31

2004
Variance

Over/
Performance Measurement - Bus 2004 Actual 2004 Budget (Under) | 2003 Actual 2002 Actual
Cost/Revenue Service Hour $ 10297 § 10264 $ 033[$ 11064 $ 9930
Revenue Service Hours 3,724,592 3,715,992 8,600 | 3,029,406 3,771,000
Cost/Passenger Mile $ 053 § 0.53 $ 068 $§ 051
Subsidy/Passenger Mile $ 036 $ 0.36 -1$ 050 $ 035
Mean Miles Between Mechanical Failures 7,178 7,500 (322) 5,968 6,848
Traffic Accidents/100,000 Miles 3.42 3.50 (0.08) 3.54 3.88
New Workers Comp Claims per 200,000 Hours 14.40 20.60 (6.20) 23.00 22.31
Mean Fleet Age in Years 6.60 6.40 0.20 5.20 4.30
Peak Bus/Base Bus 1.89 1.86 0.03 1.52 1.46

Discussion

Year-to-date costs per revenue service hour are slightly over the target due to higher than
expected expenses for fuel, and casualty and liability expenses. On a cost per hour basis,
these two expense items are over budget by $3.58 per hour. Savings in services, parts
and other categories reduce cost per hour overage to $0.33.

Mean miles between mechanical failures were 5% under target due to hot weather in
the first four months of the fiscal year 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. Sector staffs continue to work
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.

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 substantially lower than
budget 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.
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR RAIL

For the Six Months Ended Decerrber 31
2004

2004 2004  Variance Over/| 2003 2002
Performance Measurerrent - Rail Actual Budget (Under) Actual  Actual
Heavy Rail Cost/Vehidle Service Hour $27983  $279.95 (5012)] $29803 $245.71
Light Rail Cost/Vehide Service Hour $349.44  $375.34 ($25.90)| $322.61 $287.35
Heavy Rail Cost/Passenger Mile $0.46 $0.46 - $050 %043
Light Rail Cost/Passenger Mile $070  $0.67 $003| 044  $0.34
Heavy RailSubsidy/Passenger Mile $0.36 $0.34 $0.02 $039  $0.33
Light RailSubsidy/Passenger Mile $0.59 $0.56 $0.03 $0.36 %026
New Workers' Compensation (lairrs Reported/Filed 22 2 - 15 27
Light Rail Vehicle Accident Rate/100,000 Miles 0.19 040 ©21] o041 038

Discussion

Total cost and costs per vehicle service hour 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. Due to lower than anticipated customer usage of the Green and Gold
Lines, Light Rail cost per passenger mile was over budget. Therefore, management
reduced revenue service hours by reducing train lengths and hours of service.

New workers’ compensation claims reported/filed are on target. The downward trend
beginning in August is consistent with the same period last year. Light rail accidents
were lower than the target. Transit 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 Ending June 30
(Dollars in millions)

2005 2005 2005

Variance
Outlook Budget Over/(Under)

Operating revenues:

Passenger fares $265 $285 ($20)

Route subsidies 1 1 -

Auxiliary transportation 14 14 -
Total operating revenues 280 300 (20)
Operating expenses, excluding depreciation: 1,005 990 15
Operating income (loss) (725) (690) (35)

Operating subsidies and grants (other expenses):

Local operating grants 506 471 35
Federal operating grants 218 218 -
Interest revenues 22 22
Interest expense (169) (169)
Other revenue 5 5
Total operating subsidies and grants (other expenses) 582 547 35
Loss before debt and capital items (143) (143)

Debt service & capital grants / contributions:

Local 385 385
State 17 17
Federal 274 274
Proceeds from financing 312 312
Total debt service & capital grants [ contributions 988 988
Change in net assets $845 $845 ($0)
Discussion

Passenger fares are forecasted to end the year $20 million below the adopted budget.
Passenger boardings are consistent with the budget, but the fare revenue per boarding
is under the budgeted projection. The fare revenue deficit will be offset with a
combination of reducing costs, deferring capital projects, and transfer of fund balances.

Operating expenses are projected to end the year $15 million over the adopted budget.
Trending the year to date experience with fuel throughout FY05 indicates that fuel will
be over budget by $8 million. During the first half of FY05, several prior period bus
accident claims were settled at higher values than originally estimated adding $6 million
to the FYO05 budget. Even though workers compensation 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 rising medical and indemnity costs. Workers compensation is
forecasted to end the year $4 million over budget. The total of these additional costs are
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forecasted to be $22 million with $7 million offset through aggressive cost reductions,
rail service reductions, non-contract vacancy savings, and capital project deferrals.

SUMMARY OF CAPITAL PROGRAM

The attached capital program variance report for the six months ended December 31,
2004, shows the status of adopted life-of-project budgets and projected total costs-to-
complete for each capital project.

Bus Acquisition, Universal Fare System Advanced Transportation Management System

Overall, the bus acquisition projects are showing a reduction in their life-of-project costs
of $4.9 million with $3.8 million reduction in the Advanced Transportation
Management System project as a result of eliminating the new ATMS equipment from
the older bases. The savings will be reprogrammed during the FY06 capital process.

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

One project was completed at lower than planned costs and another project was
cancelled:

e Metro Rapid Program vans and modifications to the control center were
decreased by $3.4 million because the equipment has been purchased at less cost
than originally planned. The funds were reprogrammed back to the Metro Rapid
Program for use in implementing new Metro Rapid lines.

¢ The Division 10 expansion project has been cancelled for FY05 and will be
reconsidered at a later date. The funds will be reprogrammed after the project
has been reconsidered.

Three 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 Bus Division Amenity Improvement Project - $307,583
e Metro Bus Art Program TE Grant - $9,324
o LAX Terminal Improvements - $23,823

Five 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 Lighting Program for all MTA Divisions - $360,035
e Permanent Restroom Facilities at Selected Locations - $454,033
e (Cal State and LA County USC Busway Station Enhancement - $819,771
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e New Division 9 Transportation Building - $8,495,000
e Division 4 — Expansion & Pavement Project - $910,052

Rail Capital Projects

The following six rail capital and wayside 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:

MGL Elevator and Escalator Sumps - $415,694

Install Outside Paving at Division 20 - $54,307

Completion of Metro Red Line Art - $77,852

Wayside Systems Battery Replacement/Refurbishment - $46,572
Light Rail Train Tracking Improvements - $162,825

e MRL Signal Systems Upgrade - $150,589

The following three projects are expected to return to the board for approval to increase
the life-of-project budget authority. The life-of-project increases are as follows:

e MBL Grade Crossing Improvements - $2,305,631
e Crossing Gate Equipment Replacement - $431,251
e Division 21 Improvements - $500,000

The multi-modal control center project has been cancelled and will be reconsidered at a
later date.

Other Capital Projects

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

The following 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 project and the additional funds needed are as follows:

e HR Payroll System Upgrade - $103,633

e New Storage Building for Red Line - $366,319
e Covered Awning for Blue Line - $197,838

e Covered Awning for Green Line - $130,467

e Purchase EZ Tilter - $39,919

¢ New Pallet Racking for Bus Divisions - $84,559
e Install Shipping Awning - $233,008

The following projects are expected to return to the board for approval to increase the
life-of-project budget authority. The life-of-project increase needed is as follows:

Fiscal Year 2005 Q2 Financial Performance Report 8



e Maintenance and Material Management System Replacement - $4,579,000
e PGL Midway Warehouse — Equipment and Storage - $500,000

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
December 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 $22 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 Six Months Ended December 31

(Dollars in millions except for performance data) 2004 2004 2004 2003 2002
Variance
Acual  Budget uerjmden| Actual = Actual
Revenues:
Grant subsidies $16 $74 ($58) $27 $9
Total revenue 16 $74 (58) $27 $9
Expenditures:
Freeway programs 2 9 7 11
Regional surface trans. improvement 4 25 (21) 6 -
Local traffic system 6 24 (18) 8 8
Commuter rail 1 7 (6) 1 -
Bus capital 3 9 (6) 1 1
Total call expenditures 16 74 (58) 27
Excess of revenues over expenditure $0 $0 $0 $0 $0
Performance Measurement
Call Expenditures as a % of Budget
Freeway programs 22% 100% -78% 220% 0%
Regional Surface Trans. Improvement 16% 100% -84% 100% 0%
Local Traffic System 25% 100% -75% 67% 57%
Commuter Rail 14% 100% -86% 17% 0%,
Bus Capital 33% 100% -67% 17% 14%
Discussion

Call for Projects revenue and expenses for the first six months of the fiscal year were
both under budget by $58 million. Revenues and expenses are 41% less than the
revenue and expenses for the same period in FY04.

The Freeway program used approximately 28% of its annual year-to-date budget.
Reasons for the variance include contract and acquisition delays regarding the SB Rte
101 Los Angeles Contract, project delays due to the delayed execution of the AB30-90
agreement between MTA and Caltrans, completion of the Route 605 project ahead of
schedule and invoicing and schedule/scope delays of various projects.

Regional Surface Transportation spent approximately 16% of its annual year-to-date
budget. Reasons for these variances include project delays due to the delayed execution
of the AB30-90 agreement between MTA and Caltrans as well as invoicing and
schedule/scope delays of various projects. Local Traffic System spent 24% of its annual
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year-to-date budget. The variances are attributed mainly to invoicing and
schedule/scope delays of various projects.

Commuter Rail used approximately 12% of its annual year-to-date budget. The variance
is due to the delayed procurement of right of way for the rolling stock maintenance
facility in San Bernardino. The Bus Capital Operations program spent approximately
40% of its annual year-to-date budget. This program variance is mainly due to
acquisition delays.

SUMMARY OF OTHER TRANSPORTATION PROGRAMS AND RELATED
INFORMATION

SUMMARY OF OTHER TRANSIT SERVICES

For the Six Months Ended December 31

(Dollars in millions except for performance data) 2004 2004 2004 2003 2002
Actual Budget  Variance | Actual Actual
Revenues:
Sales tax subsidy $9 $1s $6 $17 % 15
Intergovernmental grants 4 31 27 23 30
Investment income and other - 2 2 - 1
Total revenues $13 $48 $35 $40 $45
Expenditures:
Freeway Service Patrol - FSP 7 12 (5) 7 9
SAFE* 2 3 (1) 2 4
Access Service Incorporated - ASI 4 33 (29) 31 32
Total expenditures $13 $48 ($35) $40 $45
Excess of revenues over expenditures $0 $0 $0 $0 $0
Performance Measurement
FSP - Cost per Assist¥** $37.97 N/A N/A $38.05 $40.32
SAFE - Cost Per Call Answered** $22.56 N/A N/A $24.32 $28.49
ASI operating subsidy per passenger $27.00 N/A N/A $27.34 $28.08

* The SAFE is notan 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.

*%* ESP performance measurement is for Q1 FY05. The information for FSP's cost per assist during

Discussion

Revenue and expenses were both under budget by $36 million. Revenues and expenses
are 68% less than the revenue and expenses for the same period in FY04,

Freeway Service Patrol consumed approximately 59% of its annual year-to-date budget.

Invoicing delays of tow contracts (invoices are paid one month in arrears), start-up
delays of the FSP Communications System Upgrade and Big Rig Tow Demonstration
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projects are the largest reason for the program variances. Call Box Programs/SAFE
utilized approximately 62% of its annual year-to-date budget. This program variance is
mainly attributed to invoicing delays, reduction in operating expenses realized from the
privatization of the call answering center for the call box program as well as fewer
required ADA upgrades.

Attachment: Capital Program Variance Report
Prepared by: Office of Management & Budget
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Lo LAY

RICHARD BRUMBAUGH"
Chief Financial Officer

//%

ROGER SN
Chief Executive Ofﬁcer
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