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Metro

FINANCE AND BUDGET COMMITTEE
NOVEMBER 15, 2006
SUBJECT: FY06 YEAR END FINANCIAL PERFORMANCE
ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file FY06 Year End Financial Performance Report.
ISSUE

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

DISCUSSION

SUMMARY OF SALES TAX REVENUES

Proposition A, Proposition C, Transportation Development Act (TDA), and State Transit
Assistance (STA) sales taxes represent over 50% or $1.6 billion of Metro’s total budgeted
revenues. Propositions A, C and the TDA funds are sales taxes that are distributed to
Metro by the State Board of Equalization.

For the twelve months ended June 30, 2006, Propositions A & C, and TDA sales tax
(excluding STA) revenues were $1,676.7 million, $ 123.2 million, or 7.9% over budget.
All local return sales tax revenues were distributed to the cities as per the ordinance. All
other sales tax funds earned in excess of the budget will be distributed as part of the
FY08 budget process.

STA revenues are sales taxes on gasoline and are distributed to Metro through the state
of California Prop 42 process. STA actual revenues totaled $62.2 million, $21.5 million,
or 52.6% more than budget. They were ahead of budget due to Prop 42 revenues not
anticipated at the time of budget adoption due to the State’s budget condition.

For the Year Ended June 30

2006
2006 2006 Variance 2005 2004
(Dollars in Millions) Actual Budget Over/(Under) Actual Actual
Sales Tax Revenue
(including STA) $1,739.0 $1,594.3 $144.7 $1,587.5 $1,478.4
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SUMMARY OF ENTERPRISE FUND

Overall, the Enterprise Fund, bus and rail operating and capital expenses and revenues,
ended the year on budget. Although the overall expenditures were under budget, the
fund is balanced at year-end by not transferring un-needed gap filling subsidies to the
fund. The unspent subsidies will be reprogrammed in the FY08 budget process. State
TCRP capital grants were significantly over budget ($132 million, or 194.1%) because
they were not anticipated during budget preparation. Consequently, none of the $168
million in budgeted proceeds from financing was needed.

Other differences between budget and actual include higher than planned fare revenues
($17 million) and higher than planned fuel ($7 million) and inventory/parts ($16
million) expenses. Although over budget at year-end, fuel expenses recovered slightly in
later months improving the trend seen in earlier quarters. Inventory/parts expenses
exceeded the budget due to a large inventory adjustment at year-end to eliminate
obsolete inventory items from buses no longer in service.

A summary of the performance of the Enterprise Fund is presented in the following
tables. The largest variance in the bus operating projects is a $10 million
underexpenditure at the Westside/Central sector. This variance is due to
underexpenditure of insurance budget. However, this underexpenditure is offset by
overexpenditure of insurance budget in the other sectors.

Fiscal Year 2006 Financial Performance Report 2



FY06 ENTERPRISE FUND ACTUAL vs BUDGET
For the Year Ended Jume 30, 2006

Operating Revere

Fares
\ertisi
Total

Operating Expenses by Account

UTU Labor

ATU Labor

AFSCME Labor

Non-Contract Tabor

TCU Labor

Tearrster Labor

Fringe Benefits
Subtotal All Iabor

Fuel

Inverttory / Parts

Security

Purchased Transportation

Contract Services

Professional Services

Workers' Cormpensation

Insurance

Travel

Overhead

Other

Total

Operating Expenses by Operating Project

San Fernando Valley Sector
San Gabriel Valley Sector
Gateway Gities Sector
South Bay Sector
Westside Central Sector
Orange Line

Bus Administration
Other Bus

Red Line

Blue Line

Green Line

Gold Line

Rail Administration
Other Rail

Regional Activities

Total
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FINANCIAL STATEMENT PERFORMANCE

For the Year Ended June 30
{Dollars in millions)

2006 2006 2006 2005 2004

Variance
Actual Budget Over/(Under)| Actual Actual *

Operating revenues:

Passenger fares $281 $264 $17 $269 $221

Advertising & Miscellaneous 17 16 1 16 13
Total operating revenues 298 280 18 285 234
Operating expenses:

Expenses 1,053 1,068 {15) 987 905

Depreciation 345 345 - 336 348
Total operating expenses 1,398 1,413 (15) 1,323 1,253
Operating income (loss) (1,100) (1,133) 33 {1,038) (1,019)
Non-Operating revenues (expenses):

Local operating grants - 1

State operating grants 1 1 -

Federal operating grants 207 210 (3) 217 115

Investment revenues 8 4 4 1 4

Unrealized Gain (loss) on Investments 10 10 1 (6)

Interest (expense) (168) (169) 1 (149) (178)

Gain (loss) on disposition of fixed assets 4 (4) (1

Other revenue 6 4 2 5 2
Total non-operating revenues {expenses) 64 54 10 75 (63)
Gain (Loss) before capital grants & contributions (1,036} (1,079) 43 (963) (1,082)
Contributions & capital grants

Local 2 18 (16) 16

State 200 68 132 20 12

Federal 261 270 (9) 223 180
Total contributions & capital grants 463 356 107 259 192
Transfers 835 931 {96) $863 $1,178
Proceeds from Financing - 168 (168)
Change in net assets 3 262 % 376 % (114)[ 3 159°% 288

* Includes 35-day work stoppage
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SUMMARY OF PERFORMANCE MEASUREMENTS FOR BUS
(Includes Orange Line)
For the Year Ended June 30

2006
Variance
2006 2006 Over/ 2005 2004
Performance Measurement — Bus Actual Budget  (Under) | Actual Actual
Cost/Revenue Service Hour $109.13  $109.59  ($0.45); $102.80 $109.44
Revenue Service Hours 7,659,321 7,665,612 3,709 7,561,449 6,622,011
Cost/Passenger Mile $0.57 $0.58  (50.01) $0.53 $0.57
Subsidy/Passenger Mile $0.39 $0.42  ($0.03) $0.36 $0.41
Mean Miles Between Mechanical Failures 3,274 3,500 (226) N.A. N.A.
Traffic Accidents/100,000 Miles 3.45 3.25 0.20 3.50 3.31
New Workers Comp Claims per 200,000 Hours 12.39 15.00 2.61 13.61 17.65
Mean Fleet Age in Years 7.10 7.10 0.00 6.60 6.30
Peak Bus/Base Bus 1.90 1.90 {0.00) 1.90 1.89

Mean Miles Between Mechanical Failures were revised in FY06.
Discussion

Costs per revenue service hour were below the target by $0.45 due to under-
expenditures, particularly the delay in opening the Orange Line. (Beginning in FY07,
the Orange Line will be discussed separately in this report.) The delivery of RSH is
0.6% above the target. The 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.

Effective with implementation of the M3 system, Transit Operations has revised the
method for measuring Mean Miles Between Mechanical Failures. This methodology
more accurately measures the performance of each bus and aligns with the National
Transit Database reporting indicator. Since it is a change in Metro’s measurement
system, no historical data is available. This target and actual reflect systemwide
performance and is impacted by criteria such as heavy traffic, weather, maintenance
performance, and vehicle age.

Traffic accidents per 100,000 miles were slightly above target, but better than last year
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 lower than budget, and

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 Year Ended June 30,

2006
Variance

Over/
Performance Measurement — Rail 2006 Actual 2006 Budget  (Under) | 2005 Actual 2004 Actual
Heavy Rail Cost/Vehicle Service Hour $333.87 $297.67 $36.20 $289.91 $277.69
Light Rail Cost/Vehicle Service Hour $371.66 $412.53 (40.87) $372.13 $333.71
Heavy Rail Cost/Passenger Mile $0.44 $0.48 ($0.04) $0.45 $0.43
Light Rail Cost/Passenger Mile $0.43 $0.78 ($0.35) $0.67 $0.47
Heavy Rail Subsidy/Passenger Mile $0.32 $0.35 ($0.03) $0.37 00.33
Light Rail Subsidy/Passenger Mile $0.36 $0.67 ($0.31) $0.57 $0.38
New Workers Comp Claims per 200,000 Hours 11.50 9.5 0.96 9.26 11.59
Light Rail Vehicle Accident Rate/100,000 Miles 0.43 0.37 0.06 0.32 0.49

Discussion

Overall, rail expenses were under budget by $11 million. This is due to management
actions to reduce costs. As a result of security-related service interruptions in the first
quarter, and a vehicle accident disrupting the Blue Line, 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. 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 during the first quarter. Subsequent to this incident,
new workers’ compensation claims remained close to budget. Light rail accidents were
slightly over the target. Transit Operations continues to focus on safety awareness
programs to help reduce claims and accident rates.
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SUMMARY OF CAPITAL PROGRAM

The attached capital program status report for the twelve months ended June 30, 2006,
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
remained active in FYO0G.

The report identifies the projected life-of-project (LOP) budget status for each project. If
the project exceeds the LOP budget 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 2006, all adopted major construction projects are forecasted to be completed within
the board approved life-of-project budgets.

Tunneling started on the Eastside Light Rail project and has progressed at a steady pace.
Metro has agreed to provide additional funding for the reconstruction of Ramona High
School.

The Orange Line continues with close-out activity, safety enhancements and
landscaping completion activities. The Orange Line pre-revenue operation project
expenditures are being reviewed prior to final close-out. Settlement discussions
continue with the contractor to resolve outstanding claims.

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

Bus Acquisition and Advanced Transportation Management System

There are currently two active bus procurements. The procurement for 100 45’ buses
have all been delivered and placed into service. The procurement for 178 articulated
buses is on schedule with all 178 buses delivered to-date (including 22 buses delivered
for the Orange Line). The project is forecasted to be completed under budget.

The FY06 ATMS Radios for contracted service buses project is complete with purchase
and installation of 100 radios. This project continues to reflect a $2,689 overrun to the
life-of-project budget. The project manager has reviewed the project charges and has
identified $2,810 that was incorrectly charged to the capital project. When these charges
are reversed, the project will be closed out.

Fiscal Year 2006 Financial Performance Report 7



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 was completed on schedule and
within budget with over 200 buses completed for mid-life overhauls.

Nine bus facilities projects were completed during the fiscal year under budget for a
savings of $1,592,197. The savings will be reprogrammed to bus facilities projects in
the FY08 budget process. No projects are forecasted to be over the life-of-project budget.
The Division 6 relocation project is delayed due to issues with the developer. Staffis
continuing to investigate options for relocating the division.

Rail Capital Projects

Two rail capital projects received life-of-project budget increases during the fourth
quarter of FY06:
e PGL Midway Warehouse increased by $143,000 from $1,767,000 million to
$1,910,000 million
e MBL Grade Crossing Improvements increased $6,478,000 from $4,122,000 to
$10,600,000

The increases to the life-of-project budgets will be funded with future years rail facilities
funding and with savings incurred from the current projects that are being completed
under their approved life-of-project budgets.

The Between-Car Platform Barriers project was cancelled because the CPUC rejected
the platform mounted design. Staff is pursuing other options to accomplish the same
goal. The unspent funding of $2,834,624 will be reprogrammed to other Rail Facilities
projects during the FY08 budget process.

The MBL Four Quadrant Gate Program was cancelled because of changing cost
requirements imposed by Union Pacific. Metro staff will continue to look at grade
crossing improvements options.

Other Capital Projects

The Cooling Tower Vacuum project was cancelled because the project manager
determined that the existing equipment could be modified at less cost rather than
purchase new equipment.

The Universal Fare System project received a life-of-project budget increase from $93.6
million to $97.6 million during the year. This increase will allow for the purchase of
additional receiver vaults to handle the large volume of cash from the day pass and for
farebox replacements on expansion buses and on contracted service buses.

The Regional Clearinghouse Project (TAP) was also approved for a life-of-project budget
increase from $16 million to $20.4 million during the year. This increase was required
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based on Best and Final offers received that exceeded the engineer’s estimate for the
TAP operator’s one-time capital costs. Management is reporting on the progress of both
the UFS Project and the Regional Clearinghouse Project (TAP) at the monthly
Operations Committee meetings.

Six of the eight capital projects in the Warehouse category are reporting that the project
is completed under the life-of-project budget. The total savings for the warehouse
projects is forecasted to be $46,805. These funds will be reprogrammed to other capital
projects during the FY08 budget process.
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SUMMARY OF GOVERNMENTAL FUNDS

The Governmental funds budget includes Special Revenue and General Fund programs
and projects.

The Governmental funds’ revenues exceeded budget by $125 million, or 7.3%. These
additional fund balances were due to higher sales tax ($145 million), investment
earnings ($17 million), and lease, rental and other ($3 million). Intergovernmental
grants were $40 million less than budget due to lower than planned expenditures.

Expenditures were $44 million, or 5%, less than budget. Rapid Bus Phase II deferred
$22 million of its budget to future years. Other notable underruns were: $5 million in
Commuter Rail, $4 million in call-for-projects Bus Capital and Operations, $6 million in
PC 25% Discretionary MOUs, $2 million to ASI, and $5 million in various other
subsidies.

Adding to these fund balances was the fact that gap filling transfers from the
Governmental Funds were not needed in Transit Operations or the capital program as
budgeted. Thus, fund balances increased by $293 million. Most of these funds remain
committed as previously appropriated or will be reprogrammed during the FY08 budget
process.
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GOVERNMENTAL FUNDS’ PERFORMANCE

For the Year Ended June 30
(Dollars in millions)
2006 2006 2006 2005 2004
Actual Budget  Variance | Actual Actual
Revenues
Sales Tax (includes STA) $ 1,739 $ 1594 § 1451% 1,588 § 1478
Intergovernmental Grants 31 71 (40) 20 112
Investment Income 27 15 12 15 10
Increase in Value of Investments 5 5 4)
Lease & Rental 13 11 2 11 11
Lease/leaseback Proceeds 8
Licenses & Fines 8 8 8 8
Other 3 2 1 2 9
Total Revenues 1,826 1,701 125 1,644 1,632
Expenditures
Current
Subsidies 731 747 (16) 686 679
Services 94 121 (27) 92 93
Debt & Interest Expenditures
Interest & Fiscal Charges 1 2 (1) 2 1
Total Expenditures 826 870 (44) 780 773
Transfers In 87 68 19 48
Transfers (Out) (923) (1,028) 105 (910) (885)
Net Change in Fund Balance 164 (129) 293 2 (26)
Fund Balance - Beginning 747 747 - 745 771
Fund Balance - Ending $ 911 § 618 $ 293 1% 747 $ 745
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SUMMARY OF CALL FOR PROJECTS AND RELATED INFORMATION

For the Year Ended June 30
(Dollars in millions except for performance data) 2006 2006 2006 2005 2004
Variance
Over /
Actual Budget (Under) |Actual Actual
Revenues:
Grant subsidies 112 119 (87 49 60
Total revenue 112 $119 N #9360
Expenditures:
Freeway programs 30 19 11 12 17
Regional Surface Trans. improvement 43 55 (12) 12 16
Local traffic systems 36 32 4 19 22
Commuter rail - 6 (6) 1 2
Bus capital {(non-Metro) 3 7 4) 5 3
Total call expenditures 112 119 (7) 49 60
Excess of revenues over expenditure $0 $0 $0 $0 $0
Performance Measurement
Call Expenditures as a % of Budget
Freeway programs 158% 58%| 63% 138%
Regional Surface Trans. Improvement 78% 22%|  28%  87%
Local Traffic System 113% 13%| 41% 78%
Commuter Rail 0% -100% 8%  18%
Bus Capital 43% 57%| 29%  21%
Discussion

The Call for Projects programs spent $112 million, which is $7 million, or 5.9%, less
than budgeted, and nearly double the spending rate of the two previous years. The
Freeway Program call projects spent $11 million more than budget due to completion
work on regional HOV lanes. Regional Surface Transportation Improvement call
projects did not spend 22% of the budget because a number of sponsors did not move
forward on their projects as quickly as anticipated. Commuter Rail did not spend its
budget due to a Metrolink rolling stock procurement delay and the ongoing Blue Line
Arterial Street Crossing negotiations. Non-Metro Bus Capital call projects underspent
their budget by 57% because a number of sponsors did not move forward on their
projects as quickly as anticipated.
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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) 2006 2006 2006 2005 2004
Actual ' Budget Variance| Actual Actual
Revenues:
Sales tax subsidy $28 $32 ($4) 27 25
Intergovernmental grants 7 9 2} 15 61
Investment income and other 9 9 - 1 1
Total revenues 44 50 (6) 43 87
Expenditures:
Freeway Service Patrol - FSP 13 17 (4) 17 17
SAFE* 4 7 3) 6 8
Access Service Incorporated - ASI ** 23 25 (2) 17 62
Total expenditures 40 49 (9) 40 87
Excess of revenues over expenditures $4 $1 $3 $3 $0
Performance Measurement
FSP - Cost per Assist $62.31 $58.47  $49.53
SAFE - Operating Cost Per Call Answered * $25.46 $26.26  $43.55
ASI operating subsidy per passenger $31.00 $27.33  $27.22

* The SAFE is not an MTA function but is included in this chart as it performs motorist aid services similar to FSP and ASI
** FY04 includes Federal passthroughs of $47.0

Attachment: Capital Program Status Report

Prepared by: Office of Management & Budget
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TERR TSUMOTO
Executi fficer, Finance and Treasurer

i

ROGER SNOBIE
Chief Executive Officer
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