Metro

FINANCE AND BUDGET COMMITTEE
JANUARY 18, 2006

SUBJECT:  FY06 FIRST QUARTER FINANCIAL PERFORMANCE

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file FYOG6 First Quarter Financial Performance Report.

ISSUE

This report discusses the financial performance of major programs for the first quarter
of FY06.

DISCUSSION

SUMMARY OF SALES TAX REVENUES

For the Three Months Ended September 30t

2005
2005 2005 Variance 2004 2003
(Dollars in Millions) Actual Budget Over/(Under) Actual Actual
Sales Tax Revenue $388.5 $384.2 $4.3 $378.0 $360.6

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 $1.6 billion of the total budgeted revenues. Actual sales tax information is
not available until two and one-half months after the end of the quarter except for STA.
For the first quarter ended September 30, 2005, Propositions A & C and TDA sales tax
revenues are projected at the budgeted amount of $374.0 million. STA actual revenues
totaled $14.5 million, $4.3 million, or 42% more than budget. They are ahead of budget
due to Prop. 42 revenues not anticipated at the time of budget adoption.
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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.

For the Three Months Ended September 30

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

Operating revenues:

Passenger fares $70 $66 $4 $67 $65

Advertising & Miscellaneous 4 4 - 3 4
Total operating revenues 74 70 4 70 69
Operating expenses:

Expenses 255 264 9) 246 224

Depreciation 83 84 (1) 87 77
Total operating expenses 338 348 (10) 333 301
Operating income {loss) (264) (278) 14 (263) (232)
Non-Operating revenues {expenses):

Federal operating grants 50 50 - 57 30

Investment revenues 11 11 - 16 1

Unrealized Gain (loss) on Investments (8) (8) (1)

Interest (expense) (41) (45) 4 (40) (43)

Other revenue 2 2 - 1
Total non-operating revenues (expenses) 14 18 (4) 32 (11)
Gain (Loss) before capital grants & contributions (250) (260) 10 (231) (243)
Contributions & capital grants

Local 2 2 -

State 13 11 2 1 12

Federal 16 74 (58) 24 19
Total contributions & capital grants 31 87 (56) 25 31
Transfers In 323 321 2 $360 $294
Transfers (Out) ($92) ($24)
Proceeds from Financing 45 (45) $89
Change in net assets 3 1043 193 3 B3 62 3 147

* Includes 35-day work stoppage
Discussion
Passenger fares were $4 million (6%) over the amended budget. Boardings exceeded
the budget by 8%, therefore although the fare revenue per boarding of $0.59 was $0.01

below budget, the increased boardings resulted in higher than planned fare revenues.
Actuals for 2003 reflect a 35-day work stoppage.
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Operating expenses were $10 million or 4% below budget. Underexpenditures occurred
primarily in the services accounts such as professional and maintenance contracts,
implementation of the new ticket vending machine maintenance contract and the delay
in opening the Orange Line. Parts and other expenses were $3 million under budget.

When all fringe benefit liabilities are considered, combined non-contract salaries,
contract wages and fringe benefits are on budget.

Fuel and propulsion power expenses were $1 million over budget due to unexpected
price increases. Security costs were also over budget due to added security during the
Orange alert following the London bombing.

Non-operating revenues and other expenses were under budget by $4 million.
Unrealized portfolio losses amounted to $8 million and interest expense was $4 million
below budget.

Contributions and capital grants were $56 million under budget because the grant
funds for capital expenditures were not required in the first quarter. Transfers in were
over budget by $2 million, and proceeds from financing were under budget by $45
million again due to the timing of capital expenditures.

Fiscal Year 2006 Q1 Financial Performance Report 3



SUMMARY OF PERFORMANCE MEASUREMENTS FOR BUS

For the Three Months Ended September 30

2005
Variance
2005 2005 Over/ 2004 2003
Performance Measurement - Bus Actual Budget  (Under) [ Actual Actual
Cost/Revenue Service Hour $103.55  $108.39  ($4.84)] $104.28  $96.95
Revenue Service Hours 1,917,935 1,910,904 (7,031); 1,849,846 1,843,360
Cost/Passenger Mile $0.52 $0.58  ($0.06) $0.53 $0.47
Subsidy/Passenger Mile $0.37 $0.42  ($0.05) $0.36 $0.35
Mean Miles Between Mechanical Failures 7,401 7,500 (99) 7,205 5,968
Traffic Accidents/100,000 Miles 3.25 3.50 (0.25) 3.25 3.54
New Workers Comp Claims per 200,000 Hours 15.47 14.61 0.86 16.31 22.00
Mean Fleet Age in Years 6.80 7.10 (0.30) 6.41 5.2
Peak Bus/Base Bus 1.93 1.90 0.03 1.86 1.52

Discussion

Year-to-date costs per revenue service hour are below the target due to the under-
expenditures described previously in this report, particularly the delay in opening the

Orange Line. The delivery of RSH is 0.4% under the target. The favorable variances in

cost per passenger mile and subsidy per passenger mile reflect lower than budgeted
expenses, while carrying more passengers and collecting more fares than planned.

Mean miles between mechanical failures were 1% under the FYO5 target. Sector staffs

continue to work with Division Managers to improve training and to stay current on
preventive maintenance. These efforts have improved hot weather performance that

caused frequent engine failures in prior years.

Traffic accidents per 100,000 miles were below 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 slightly higher than budget

but considerably better than last year. The improvement is due to the ongoing safety
program and safety meetings that focus on safety awareness and accident prevention.

Sectors also developed rewards programs for safe operations, and programs to identify

and eliminate fraudulent claims.
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR RAIL

For the Three Months Ended September 30

2005
Variance
2005 2005 Over/ 2004 2003
Performance Measurement - Rail Actual Budget  (Under) | Actual Actual
Heavy Rail Cost/Vehicle Service Hour $299.07  $296.06 $3.01] $281.67 $221.41
Light Rail Cost/Vehicle Service Hour $396.68  $406.25 ($9.57)| $351.50  $289.26
Heavy Rail Cost/Passenger Mile $0.43 $0.48 ($0.05) $0.46 $0.35
Light Rail Cost/Passenger Mile $0.64 $0.66  ($0.02) $0.71 $0.37
Heavy Rail Subsidy/Passenger Mile $0.29 $0.35 ($0.06) $0.37 $0.24
Light Rail Subsidy/Passenger Mile $0.53 $0.66 ($0.13) $0.61 $0.30
New Workers Comp Claims per 200,000 Hours 18.47 14.61 3.86 9.26 11.59
Light Rail Vehicle Accident Rate/100,000 Miles 0.51 0.37 0.14 0.48 0.41

Discussion

Overall, rail expenses are under budget by nearly $3 million. This is due to
management actions to reduce costs. As a result of security-related service

interruptions, light and heavy rail vehicle service hours are 3% below budget. The cost

per hour variance in Heavy Rail is due to a reallocation of resources from Light Rail

caused by unexpected wayside maintenance requirements on Heavy Rail. This trend is
expected to continue throughout the fiscal year. Greater than budgeted boardings and
fare revenue resulted in favorable variances per passenger mile.

New workers’ compensation claims exceeded budget due to a vehicle cleaning chemical
incident involving eight employees. 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

Operating revenues:

Passenger fares $278 $264 $14
Advertising & Miscellaneous 16 16 -
Total operating revenues 294 280 14

Operating expenses:

Expenses 1,079 1,065 14
Depreciation 334 334 -
Total operating expenses 1,413 1,399 14
Operating income (loss) (1,119)  (1,119)
Non-Operating revenues (expenses):
Local operating grants 3 3
Federal operating grants 206 206
Investment revenues 3 3
Interest (expense) (178) (178)
Other revenue 7 7
Total non-operating revenues (expenses) 42 42
Gain (Loss) before capital grants & contributions (1,077)  (1,077)
Contributions & capital grants
Local 4 4
State 45 45
Federal 298 298
Total contributions & capital grants 347 347
Transfers In 1,038 1,038
Transfers (Out) (111) (111)
Proceeds from Financing 179 179
Change in net assets $ 376 $ 376 %

The twelve-month outlook for the enterprise fund is driven at this time by the price of
oil. High fuel prices are favorably impacting ridership and fare revenues and
unfavorably impacting fuel expenses. Indications at this point are that these two factors
may amount to about $14 million on an annual basis, and will offset each other.
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SUMMARY OF CAPITAL PROGRAM

The attached capital program status report for the quarter ended September 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. An additional page has been added to the
report to identify those projects that were forecasted to be complete in FY05 but remain
active in FY06.

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

The Orange Line pre-revenue operation project was initiated this quarter and will be
closed as a separate capital project after opening weekend and commencement of
revenue operations.

The Expo project continued progress toward setting up an independent construction
agency; the final EIS/EIR was released for the public comment period.

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 two active bus procurements in this element. The procurement for 100 45’
buses have all been delivered; 86 buses are currently in service, the remaining 14 are in
make-ready and will be placed in service during the second quarter. The procurement
for 178 articulated buses is on schedule with 120 buses delivered to date (this includes
22 buses delivered as part of the Orange Line project; 98 buses delivered as part of the
178 bus procurement). The final 80 buses are expected to be delivered next spring.

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 is
reporting the progress of this project monthly to the Operations Committee.
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Bus Maintenance and Facilities

The largest bus maintenance project is the annual bus mid-life program at $12 million
for FY06. The project manager reports that the project is on schedule and on budget
through the first quarter. One project in the Bus Facilities element, the Division 8 and
Division 15 Solar Energy Generation project received a rebate from Southern California
Edison and Southern California Gas Company which was credited to the cost of the
project. This will lower the cost of the project by approximately $2 million.
Construction is progressing as planned on all other bus facilities projects.

Rail Capital Projects

The board approved a new project be added to the Rail projects during the quarter. The
Guardian Project with a life-of-project budget of $6 million was created to enhance the
rail security systems in response to potential terrorism threats. The funding for the
Guardian project was transferred from the Rail Facilities and Wayside Systems
contingency projects.

Other Capital Projects

AILTT projects, non-revenue vehicle projects, warehouse projects and other capital
projects are progressing as planned during the first quarter.
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GOVERNMENTAL FUNDS (SPECIAL REVENUE AND GENERAL FUNDS)

For the Three Months Ended September 30

(Dollars in millions)

2005 2005 2005 2004 2003
Actual Budget  Variance | Actual Actual
Revenues
Sales Tax $ 388 §$ 384 % 419 378 § 361
Intergovernmental Grants 5 18 (13) 1 17
Investment Income 14 4 10 8 4
Decline in Value of Investments (7) (7) 4)
Lease & Rental 3 3 - 2 2
Lease/leaseback Proceeds 8
Licenses & Fines 2 2 2 2
Other 1 - 1 1
Total Revenues 406 411 (5) 388 394
Expenditures

Current

Subsidies 118 177 (59) 163 124

Services 16 26 (10) 19 17
General & Administrative 2 2 - 1 3
Total Expenditures 136 205 (69) 183 144
Transfers In 12 18 (6) 12 14
Transfers (Out) (224) (258) 34 (214) (199)
Net Change in Fund Balance 58 (34) 92 3 65
Fund Balance - Beginning 718 718 754 771
Fund Balance - Ending $ 776 % 684 $ 92| % 757 % 836

Discussion

Revenues for the first quarter were $5 million, or 1% below the budget of $411 million.
This was because the grant funds for capital expenditures were not required in the first

quarter. Expenditures were $69 million, or 34%, under budget. Most of this was

attributable to the Special Revenue fund projects such as the Call For Projects and other

subsidy programs.

The Call for Projects programs spent $5 million, which is $15 million, or 75%, less than
budgeted. This was the result of the projects experiencing one or more of the following:
slow invoicing, delayed awards, bid price issues, schedule and/or scope changes, and
environmental issues. These funds remain programmed to the various projects and

will be paid as the projects progress.

The ongoing contract negotiations with the City of Los Angeles concerning Metro Rapid
Bus and slow invoicing resulted in $5 million of its budget being unspent. $23 million
of bus subsidies were not drawn by the municipal operators. Similarly, $5 million of
TDA subsidies have not yet been drawn by local jurisdictions. $3 million of Local

Fiscal Year 2006 Q1 Financial Performance Report




Return funds are pending disbursement. Finally, $8 million of the Regional Grantee
budget was not spent due to project delays and delayed invoicing.

The remaining underrun of $10 million relates to services not yet utilized by County
Counsel, Government Affairs and Countywide Planning.

The following sections provide details on programs provided in the Governmental
funds.

SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION

For the Three Months Ended September 30

(Dollars in millions except for performance data) 2005 2005 2005 2004 2003
Variance
Actual Budget Over/(Unde] Actual  Actual
Revenues:

Grant subsidies 5 20 ($15) 6 11
Total revenue 5 $20 (15) $6 $11
Expenditures:

Freeway programs 2 4 (2) 1 2

Regional surface trans. improvement 3 7 {4) 1 2

Local traffic system 7 (7) 3 5

Commuter rail 1 (1) - 1

Bus capital 1 (1) 1 1
Total call expenditures 5 20 (15) 6 11
Excess of revenues over expenditure $0 $0 $0 $0 $0

Performance Measurement
Call Expenditures as a % of Budget

Freeway programs 50% 100% -50%| 138% 18%

Regional Surface Trans. Improvement 43%  100% -57%|  87% 47%

Local Traffic System 0% 100% -100%| 78% 51%

Commuter Rail 0% 100% -100%| 18% 0%

Bus Capital 0% 100% -1009%| 21% 14%

Discussion

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 50% of the annual budget.
Reasons for the variance include: audit disputes and slow invoicing for HOV Lane Rte.
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605, delays in the award of the contract for Route 101, and bid price issues on HOV
Lane Rte. 5.

The Regional Surface Transportation Improvement program spent 41% of its budget.
There was slow invoicing on the Firestone Blvd./Rio Hondo Bridge widening, Santa
Monica Blvd. Transit Parkway, I-710 /Firestone Blvd. Interchange reconstruction, and
Alameda Corridor East Phase. Delays occurred in Alameda Corridor East — Gateway to
America (close-out audit), Mission Road (scheduling conflicts), So. Pasadena Fair Oaks
Corridor Improvements (Caltrans design issues), and Pasadena SR 710 Mitigation
Project (technical issues).

Local Traffic System program spending is slower than planned due to slow invoicing.
High bids caused a delay in the City of Agoura Hills Signal Sync project and
environmental issues have delayed the Calabasas Regional Traffic Center project.
Finally, there was a scope change on the San Fernando Corridor ITS project but this
delay has been resolved and the project is commencing.

Commuter Rail and Bus Capital Projects spent very little of their budget for various
reasons. The Covina Transit Center experienced environmental delays. The design of
the Rolling Stock Maintenance Facility in San Bernardino was protested and there was
slow invoicing for the Covina Metrolink Station project to mitigate the parking
deficiency.
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SUMMARY OF OTHER TRANSPORTATION PROGRAMS AND RELATED
INFORMATION

For the Three Months Ended September 30

(Dollars in millions except for performance data) 2005 2005 2005 2004 2003
Actual Budget Variance | Actual  Actual
Revenues:
Sales tax subsidy $9 $11 ($2) 3 6
Intergovernmental grants - -
Investment income and other 2 2 - 2 2
Total revenues 11 13 (2) 5 8
Expenditures:
Freeway Service Patrol - FSP 3 5 (2) 3 3
SAFE* 1 2 (1) 1 1
Access Service Incorporated - ASI 6 6 - 4
Total expenditures 10 13 (3) 4 8
Excess of revenues over expenditures $1 $0 $1 $1 $0
Performance Measurement
FSP - Cost per Assist $37.47 N/A N/A $37.97  $27.19
SAFE - Operating Cost Per Call Answered * $18.99 N/A N/A $15.72  $20.35
ASI operating subsidy per passenger $28.39 N/A N/A $26.92  $27.24

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

Discussion
Although revenues were under budget by $2 million, expenditures were under budget
by $3 million, resulting in a surplus of $1 million. The revenue surplus is because the

SAFE program revenues are from DMV registrations earned throughout the year.

Freeway Service Patrol consumed approximately 67% of its first quarter budget due
mainly to the FSP contractor’s invoicing cycle.

Call Box Programs/SAFE utilized approximately 50% of its budget. This program

variance is mainly attributable a invoicing and project delays which will be mitigated in
the second quarter.

Attachment: Capital Program Status Report

Prepared by: Office of Management & Budget
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Lo &

Ter tsumoto
Execu Officer, Finance and Treasurer

Roger Snoble”/
Chief Executive Officer
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