Metropolitan Transportation Authority One Gateway Plaza 213.922.2000 Tel 1 4

Los Angeles, CA 9o012-2952 metro.net

FINANCE AND BUDGET COMMITTEE
OCTOBER 20, 2005

SUBJECT: FY05 FOURTH QUARTER FINANCIAL PERFORMANCE

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file FY05 Fourth Quarter Financial Performance Report.

ISSUE

This report discusses the financial performance of major programs for FY05.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

For the Year Ended June 30t
2005
2005 2005 Variance 2004 2003
(Dollars in Millions) Unaudited Budget Over/(Under) Actual Actual
Sales Tax Revenue $1,587.5 $1,521.8 $65.7] $1,478.4 $1,403.7
Discussion

The largest source of funds are Proposition A, Proposition C, Transportation
Development Act (TDA), and State Transit Assistance (STA) sales taxes representing
over 50% or $1.5 billion of the total budgeted revenues. For the year ended June 30,
2005, sales tax revenues were $1,587.5 million. This is $65.7 million or 4.3% greater
than the budget and $109.1 million or 7.4% greater than the previous year.

According to MBIA MuniServices Company, our business consultant who provides
sales tax analysis and forecasts, the growth in the sales taxes was due primarily to
increases in service stations, wholesale building materials, miscellaneous vehicle sales,
heavy industry, and energy sales. The additional sales tax revenues will be distributed
through their various ordinance designations as part of the FY07 budget process.
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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. The budget
includes Board approved amendments to the budget throughout the fiscal year.

SUMMARY OF ENTERPRISE FUND

For the Year Ended June 30
(Dollars in millions)
2005 2005 2005 2004 2003
Unaudited Variance
Actual Budget Over/(Under)| Actual* Actual

Operating revenues:

Passenger fares $269 $265 $4 $221 $247

Advertising & Miscellaneous 16 14 2 13 14
Total operating revenues 285 279 6 234 261
Operating expenses:

Expenses 987 1,008 (21 905 910

Depreciation 336 336 - 348 331
Total operating expenses 1,323 1,344 (21) 1,253 1,241
Operating income (loss) (1,038)  (1,065) 7| (1,019 (980)
Operating subsidies and grants (other expenses):

Local operating grants 481 509 (28) 549 560

State operating grants - 1 (1) -

Federal operating grants 218 218 - 115 94

Interest income 1 1 - 4 3

Appreciation in Value of Investments - - - (6) -

Interest expense (3) (3 - (7) (8)

Gain (loss) on disposition of fixed assets - - - - (3)

Other revenue 5 3 2 2 3
Total operating subsidies and grants (other expenses) 702 729 (27) 657 649
Gain (Loss) before debt and capital items (336) (336) 0 (362) (331)
Debt service & capital grants / contributions:

Local (net of interest expense) 253 521 (268) 458 231

State 19 34 (15) 11 52

Federal 222 315 (93) 180 123
Total debt service & capital grants / contributions 494 870 (376) 649 406
Change in net assets $158 8534 ($376) $287 $75
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Discussion

Passenger fares were $4 million over the amended budget. The fare per boarding was
slightly under budget at $.59 per boarding but boardings were ahead of budget in the last
four months of the fiscal year resulting in the increased revenues. Transit Operations
attributes the increase in boardings to the rising price of gasoline.

Overall, operating expenses were $21 million less than the amended budget. Non-contract
salaries, contract wages and associated fringe benefits were $4.3 million under the amended
budget. This is due primarily to savings in UTU unscheduled overtime. Another area that
was substantially under budget was professional services. Professional services includes
contracts for outside contractors such as transit police and security, ticket vending machine
maintenance, landscaping maintenance, escalator and elevator maintenance and contracts
with transit professionals for studies or other advice.

The police and security contract was under budget in FY0S5 because the budget included an
overtime contingency for major events that was not required in FY05 and due to delays in
hiring fare inspectors for the Blue and Green Lines. Other services that were under budget
include Orange Line ticket vending machines maintenance contract mobilization due to
delay in Orange Line start-up, and less than planned payments to fare media vendors for
commissions due to increased use of day pass (cash) and decreased sales of monthly passes.

The Board amended the budget in January 2005 to increase expenditure authority for fuel,
workers’ compensation and casualty and liability expenses. Workers’ compensation
expense ended the year on budget while fuel and casualty and liability ended the year over
the amended budget by $1.1 million and $4.1 million, respectively. The average price for
CNG was approximately 3% higher than the budget of $0.73 per therm.

The capital program expended 74% of the amended budget during FY05. The major
underruns in the capital program were due to cancellation of two large projects, the
expansion of Division 10 and development of a new multi-modal control center for bus and
rail. Both of these projects are being re-scoped for proposal at a future date.
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR BUS

For the Year Ended June 30

2005
2005 Variance
Unaudited 2005 Over/ 2004 2003

Performance Measurement - Bus Actual Budget (Under) | Actual*  Actual
Cost/Revenue Service Hour $102.80 $104.18  ($1.38)] $109.44 $101.52
Revenue Service Hours 7,561,449 7,567,118 (5,669)| 6,622,011 7,453,531
Cost/Passenger Mile $0.53 $0.55  ($0.02) $0.57 $0.52
Subsidy/Passenger Mile $0.36 $0.39  ($0.03) $0.41 $0.37
Mean Miles Between Mechanical Failures 7,146 7,500 (354) 8,317 6,848
Traffic Accidents/100,000 Miles 3.50 3.50 0.0 3.31 3.88
New Workers Comp Claims per 200,000 Hours 13.61 16.76 (2.90) 17.65 22.31
Maintenance Monthly Lost Time Claims/100

Employees 0.73 1.41 (0.68) 0.98 1.51
Mean Fleet Age in Years 6.60 6.40 0.20 6.30 5.60
Peak Bus/Base Bus 1.90 1.86 0.04 1.89 1.46

* Includes 35-day work stoppage
Discussion

The FYO05 costs per revenue service hour (RSH) are under budget due to lower than
planned services expenditures as described above. The delivery of RSH is 0.07% under
the target. These two measures indicate that we are providing nearly all the planned
service at $1.38 per hour less cost than budgeted. The FYO05 cost per RSH compared
with the FYO03 cost per RSH (the last year without strike interruption) shows that the
growth over those two years is 1.3%, which is less than inflation over the same period.

Mean miles between mechanical failures were 5% under the FYO0S5 target but is
significantly better than FY03. The low fleet age may also contribute to the performance
in this area and has vastly improved the reliability of the fleet.

Traffic accidents per 100,000 miles were equal to the target. Transit Operations
continues to offer 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. Although
the number of claims were lower than the target, the workers’ compensation costs for
the year were on budget. This is due to the rising costs for medical care.
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR RAIL

For the Year Ended June 30

2005
2005 Variance
Unaudited 2005 Over/ 2004 2003
Performance Measurement - Rail Actual Budget (Under) | Actual*  Actual
Heavy Rail Cost/Vehicle Service Hour $289.91  $276.14 $13.77) $277.69  $244.39
Light Rail Cost/Vehicle Service Hour $372.13  $386.60  $(14.47)| $333.71  $300.25
Heavy Rail Cost/Passenger Mile $0.45 $0.45 0.00 $0.43 $0.42
Light Rail Cost/Passenger Mile $0.67 $0.66 $0.01 $0.47 $0.38
Heavy Rail Subsidy/Passenger Mile $0.37 $0.31 $0.06 $0.33 $0.32
Light Rail Subsidy/Passenger Mile $0.57 $0.56 $0.01 $0.38 $0.30
New Workers' Comp. Claims per 200,000 hours 9.26 11.01 (1.75) 11.59 11.25
Light Rail Vehicle Accident Rate/100,000 Miles 0.32 0.40 (0.08) 0.49 0.38

* Includes 35-day work stoppage

Discussion

The cost per vehicle service hour is virtually on budget since the light rail underrun is

almost completely offset by the heavy rail overrun. Since a substantial percentage of rail
costs are fixed, the cost per hour did not decline as much as service hours. Rail
expenses are under budget by nearly $10 million due mainly to service hour reductions
implemented as part of the FY05 budget amendment and other management actions to
reduce costs. Professional services and propulsion costs were both below budget.
Subsidy per passenger mile was impacted by less than anticipated boardings, and
consequently resulted in lower fare revenue and passenger miles.

New workers’ compensation claims reported/filed are below target. This represents an
17.6% improvement since 2003 and can be attributed to safety training, and improved

follow-up by division management.
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SUMMARY OF CAPITAL PROGRAM

The attached capital program status report for the year ended June 30, 2005, shows the
status of adopted life-of-project budgets and projected total costs to complete for each
project. The projected costs to complete are provided by the project managers for each
project and are updated quarterly.

The report identifies the projected life-of-project (LOP) budget status for each project. If
the project exceeds the LOP but is under $1 million, it is within the board-approved
limit for transferring contingency to the project. If the LOP change causes the project to
exceed $1 million, the project manager is required to return to the board for approval.

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
June 2005, all adopted major construction projects are estimated to be completed within
the board approved life-of-project budgets.

The Orange Line project schedule was modified to extend the revenue operations date to
October 29, 2005. This extension may impact the Orange Line Pre-revenue Operations
project budgeted in FYOG.

Detailed information on the major construction projects is available through the
individual project reports.

Bus Acquisition, Universal Fare System, Advanced Transportation Management System

There are 3 active bus procurements in this element. The procurement for 75 40’ buses
was completed in FY05 and all buses delivered. The project is in final close-out and is
forecast to complete under the approved LOP budget. The procurement for 100 45’
buses is nearly complete with only 4 buses remaining to be delivered. The procurement
for 178 articulated buses is slightly ahead of schedule with 32 buses delivered to date.

The Advanced Transportation Management System (ATMS) project manager is
reporting substantial completion of this project, on schedule and on budget. The
project included installation of a new bus radio system and infrastructure, including
antenna sites, over Metro’s 1,500 square mile service area, completely modernized and
upgraded equipment at every console in the bus operations control dispatch center, and
installation of radios, voice annunciators, automatic passenger counters and GPS
tracking on over 2,400 buses. The total cost for the project was $105 million.

The project manager for the Universal Fare System (UFS) project has reported that the
UFS schedule is at risk, but can be recovered. If the project schedule is delayed, it could
result in a project cost increase for extended overhead costs. Executive management has
formed a “tiger team” to monitor the progress on this project.
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Bus Maintenance and Facilities

The largest bus maintenance project is the annual bus mid-life program. The project
manager reports that the goal of 190 bus overhauls and 145 engine rebuilds was
achieved and the project was completed under budget because the cost to rebuild the
engines was less than anticipated. One project in the Bus Facilities element, the Digital
Video Recorders and Division Equipment project, is projecting a need for a life-of-
project budget increase due to increased homeland security requirements. This was
approved in September. Construction is progressing as planned on all other bus
facilities projects.

Rail Capital Projects

One project, the Metro Green Line Elevator and Escalator Sumps and Clarifiers project
(#204005), received Board approval for a life-of-project increase during the quarter.

The Metro Red Line Station Canopies project was deferred until FY07, creating a cost
underrun of $6.5 million in the FY05 budget. Improvements to light rail Divisions 11
and 22 are proceeding on schedule.

Other Capital Projects

The Board approved an increase to the Maintenance and Material Management System
Replacement project of $3.9 million during the third quarter. The project is currently
planned to be completed by December 2005. The Tiger Team is reporting progress on
project completion at each month’s Executive Management Committee meeting.
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GOVERNMENTAL FUNDS (SPECIAL REVENUE AND GENERAL FUNDS)

For the Year Ended June 30
(Dollars in millions)
2005 2005 2005 2004 2003
Unaudited
Actual Budget  Variance | Actual Actual
Revenues
Sales Tax $ 158 $ 1,522 § 66 (% 1,478 $ 1,404
Intergovernmental Grants 79 142 (63) 112 129
Investment Income 21 18 3 10 26
Decline in Value of Investments (7) - (7) (4) -
Lease & Rental 11 11 - 11 12
Lease/leaseback Proceeds 8 14
Licenses & Fines 9 8 1 9 8
Other 1 2 (1) 9 2
Total Revenues 1,702 1,703 (1) 1,633 1,595
Expenditures
Current
Subsidies 1,603 1,721 (118) 1,562 1,553
Services 36 55 (19) 40 50
Debt & Interest Expenditures
Interest & Fiscal Charges 1 1 1
Bond Principal & CP Retirement 2 2 1
General & Administrative 54 59 (5) 53 64
Total Expenditures 1,696 1,838 (142) 1,657 1,667
Net Change in Fund Balance 6 (135) 141 (24) (72)
Fund Balance - Beginning 746 746 - 770 842
Fund Balance - Ending $ 752§ 611 § 141|$ 746 § 770
Discussion

While revenues overall performed as expected, expenditures were $142 million, or 8%,
under budget. Most of this was attributable to the Special Revenue fund.

The Call for Projects programs spent $49 million, which is $89 million, or 64%, less
than budgeted. This was the result of the projects experiencing one or more of the
following: construction delays due to heavy rains, slow invoicing, delays in contract
awards, complications with funding arrangements, schedule and/or scope changes, and
a cancelled procurement. These funds remain programmed to the various projects and
will be paid as the projects progress. More details are provided below.

The ongoing contract negotiations with the City of Los Angeles concerning Metro Rapid
Bus resulted in $17 million of its budget being unspent. $5 million of bus subsidies were
not drawn by the municipal operators. In addition, $10 million of the Regional Grantee
budget was not spent due to project delays.
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The following sections provide details on programs provided in the Governmental

funds.

SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION

For the Year Ended June 30
(Dollars in millions except for perforrrance data) 2005 2005 2005 2004 2003
Unaudited Variance
Actual Budget  Over/(Under)| Actual Actual
Revenues:
Grant subsidies $49 $138 ($39) $60 $33
Total revenue 49 $138 (89) $60 $33
Expenditures:
Freeway programs 12 19 ) 17 3
Regional surface trans. improverment 12 43 (31 16 10
Local traffic system 19 46 (27) 22 18
Corrrruter rail 1 13 (12) 2 -
Bus capital 5 17 (12) 3 2
Total call expenditures 49 138 (89) 0 33
Excess of revenues over expenditure $0 $0 $0 $0 $0
Perforrmance Measurement
Call Expenditures as a % of Budget
Freeway programs 63% 100% -37% 138% 1894
Regional Surface Trans. Improvernent 28%  100% -72% 87% 47%
Local Traffic System 41%  100% -59% 78% 51%
Corrruter Rail 8%  100% -92% 18% 0%
Bus Capital 29%  100% -71% 21% 14%
Discussion

Call for Projects revenue and expenditures ended the year under budget by $89 million.
Total revenues and expenditures are 18% less than FY04.

In the regional programs categories of Call for Projects, Commuter Rail, Freeway
Service Patrol and SAFE, Metro budgets the cash flow payments expected to be paid to
the regional partners or the contractors for services rendered. Historical experience has
shown that, although work on the projects is progressing, the fund recipients frequently
delay invoicing Metro for 30 days or longer depending on their internal processes.

The Freeway program projects expended approximately 63% of the annual budget.
Reasons for the variance include: slow invoicing and payment delays for HOV Lane Rte.
605, HOV Lane Rte. 405, and other Caltrans projects; delays in the award of the contract
for Route 101; and finalizing funding agreements for various freeway projects including
the Carmenita Road Interchange on Rte. 5.
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Regional Surface Transportation spent approximately 28% of its annual budget. This
was due to invoicing delays for Centinela Ave., Mission Blvd./State Rte. 71 Interchange,
and First St. Approach Widening & Historical Railing Replacement. The need to find
additional funding delayed Playa Vista Area Congestion Improvement (on Culver and
Lincoln Boulevards), and La Tijera to LMU. Schedule and/or scope changes delayed
Pasadena SR 710 Mitigation, Terminal Island Freeway/Ocean Blvd, and Arterial HOV.

The Local Traffic System program spent 41% of budget. There was slow invoicing on
Santa Monica Blvd. Transit Parkway, PCH Traffic Management System, San Fernando
Corridor ITS, Exposition Park Traffic Management Plan, and South Bay
Synchronization and Bus Speed Improvements. There were design changes or
schedule and/or scope changes on Pomona Valley Traffic Signal Forum Improvement
Project, Harbor Transitway Arterial HOV Connection, Gateway Cities Traffic Signal
Signal Corridors Project, and South East LA County Traffic Signal Synchronization
Corridors. Priority was lowered for San Diego Freeway Corridor Phase II ATSAC and
Golden State Freeway Corridor ATSAC.

Only 1% of the Commuter Rail capital grant was spent because the procurement for
Metrolink rolling stock was contested and cancelled requiring another round of bidding.

Bus Capital Projects experienced delays in land acquisition for the First Street Parking
Structure and the Rolling Stock Maintenance Facility in San Bernardino, and slow
invoicing for other projects such as Mitigate Parking Deficiency for Covina Metrolink
Station and Siding in the I-10 Corridor & East LA River Sidings. The Wilshire/Western
Transit Center project was re-scoped and funding was no longer needed.
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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) 2005 2005 2005 2004 2003
Unaudited
Actual Budget Variance | Actual Actual
Revenues:
Sales tax subsidy $27 $34 ($7) $25 % 27
Intergovernmental grants 15 15 0 61 62
Investment income and other 1 1 0 1 1
Total revenues $43 $50 ($7) $87 $90
Expenditures:
Freeway Service Patrol - FSP 17 24 7 17 18
SAFE* 6 9 3 8 8
Access Service Incorporated - ASI *** 17 17 - 62 64
Total expenditures $40 $50 $10 $87 $90
Excess of revenues over expenditures $3 $0 $3 $0 $0
Performance Measurement
FSP - Cost per Assist $58.47  NJA N/A $49.53  $49.33
SAFE - Cost Per Call Answered** $26.26 N/A N/A $43.55 $38.44
ASI operating subsidy per passenger $27.33 N/A N/A $27.22 $27.56

* The SAFE is not an MTA function but is included in this chart as it performs motorist aid services similar to FSP and ASI
*% FY03 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.
*%%x FY03, FY04 budget includes Federal passthroughs of $45.8 million, $47.0,respectively

Discussion

Although revenues were under budget by $7 million, expenditures were under budget
by $10 million, resulting in a surplus of $3 million. The revenue surplus is because the
SAFE program revenues are from DMV registrations earned throughout the year.

Freeway Service Patrol consumed approximately 71% of its budget. The start-up delays
of the FSP Communications System Upgrade and Big Rig Tow Demonstration projects
are the largest reason for the program variance. The operating budget also includes a
Board authorized 7% contingency for unanticipated service increases needed for long
term freeway incidents, fires, earthquakes, seasonal holiday traffic, etc., which was
underexpended.

Call Box Programs/SAFE utilized approximately 67% of its budget. This program

variance is mainly attributable a reduction in maintenance expenses, fewer required
ADA upgrades, as well as delays in implementation of the mobile call box initiative.
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Attachment: Capital Program Status Report
Prepared by: Office of Management & Budget
W //

RICHARD BRUMBAUCH
Chief Financial Officer

P - G ™
OGER S E
Chief Executive Officer
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