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February 20,2008 

SUBJECT: FISCAL YEAR 2004-2006 TRIENNIAL PERFORMANCE AUDIT REPORT 

ACTION: RECEIVEANDFILE 

RECOMMENDATIONS 

A. Receive and file the Fiscal Year (FY) 2004-2006 Triennial Performance Audit of Los 
Angeles County Transit Operators and Los Angeles County Metropolitan 
Transportation Authority (LACMTA) Operations, as summarized in Attachment A; 
and 

B. Receive and fde the FY 2004-2006 Triennial Performance Audit of LACMTA as the 
Regional Transportation Planning Entity (RTPE), as summarized in Attachment B. 

ISSUE 

TDA provisions under California Public Utilities Code (PUC) Section 99246 require that we 
conduct an independent performance audit of all Los Angeles County Transit Operators 
receiving TDA Article 4 and Article 8 funds, as well as operators receiving Proposition A 
funds instead of TDA funds. The TDA also requires that RTPEs undergo an independent 
performance audit that focuses particularly on their planning responsibilities. The audit is 
conducted triennially and we must send a Certificate of Completion to the California 
Department of Transportation (Caltrans), so that we may receive and allocate TDA and State 
Transit Assistance (STA) funds for Los Angeles County. Under contract with us, the firm of 
Booz, Allen and Hamilton independently conducted the required audit. 

BACKGROUND 

Audit of Los Angeles Countv Transit Operators and Metro Operations 

The FY 2004-2006 Performance Audit reviewed all areas that the State mandates. Areas 
audited were: 

Verification of TDA data collection and reporting requirements; 
Compliance with PUC requirements; 
Progress in implementing prior audit recommendations; 
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Review of TDA performance indicator trend analysis; and 
High level functional area performance review. 

The following Los Angeles County Transit Operators were included in this audit: 

Arcadia 
Claremont 
Commerce 
Culver City Municipal Bus Lines 
Gardena Municipal Bus Lines 
La Mirada Transit 
Long Beach Public Transportation Company 
Montebello Bus Lines 
Nonvalk Transit 
City of Redondo Beach 
Santa Monica Municipal Bus Line 
Torrance Transit 
Foothill Transit 
Antelope Valley Transit Authority 
City of Los Angeles Department of Transportation 
Santa Clarita Transit 
Metro Operations 

In addition, the audit reviewed operators' data submitted for LACMTA's Transit 
Performance Measurement Program (TPM). LACMTA uses the TPM data to allocate transit 
subsidy funds to Los Angeles County Transit Operators, including Metro Operations. The 
recommendations and key findings of the FY 2004-2006 Triennial Performance Audit for 
Los Angeles County Transit Operators are summarized in Attachment A. All Transit 
Operators, including Metro Operations, are in full or partial compliance with TDA 
requirements for Transit Operators. Non-compliance issues for the majority of transit 
operators and Metro Operations relate to data collection and reporting. All Transit 
Operators have addressed prior performance audit recommendations. In addition, while 
operators have kept their cost of service delivery within inflation, the fare box recovery ratio 
has declined countycvlde. 

Audit of LACMTA as the RTPE 

The FY 2004-2006 Performance Audit of LACMTA as the RTPE also reviewed all areas that 
the State mandates. Areas audited were: 

Progress in implementing prior audit recommendations; 
Compliance with PUC requirements; and 
Functional review of areas relevant to LACMTA's role as the RTPE. 
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Prior Year Audit Recommendation 

The prior audit of LACMTA as the RTPE offered five recommendations for consideration. 
One recommendation regarding expanding Metro Rapid bus has been implemented. Three 
recommendations dealing with PUC Administration, data collection and reporting and 
clarification of planning and Metro Operations roles, have been partially implemented. 
Remaining elements have been included in the current audit's recommendations. A 
previous recommendation to develop a countywide transportation performance reporting 
program has not been implemented and is also carried forward as a recommendation of this 
audit. 

Compliance 

Of 15 PUC requirements for RTPEs that apply specifically to LACMTA, we are in full 
compliance with 14, including Calderon. LACMTA is in partial compliance with one, 
namely although LACMTA effectively manages the TDA claim process, the criteria and 
guidelines for submission of claims have not been updated since 1990. 

Performance Results for LACMTA as the RTPE 

According to the audit, LACMTA has performed its TDA responsibilities more effectively. 
Some of the most notable accomplishments included in the audit are: 

b Growth in federal finding andprogramming responsibilities - Los Angeles County 
received over $1 billion in new firnds with the passage of the federal Safe, 
Accountable, Flexible, Efficient Transportation Equity Act - A Legacy for Users 
(SAFETEA-LU), including $530 million for highway programs and $499 million for 
mass transit. Some existing federal and state hnding programs increased in 
complexity and reporting requirements. 

b Assessing new c o d o r  investments - As a result of Board direction, LACMTA 
refocused efforts on studying new corridor investments such as the Wilshire Bus 
Rapid Transit (BRT), Orange Line extension, the Crenshaw-Prairie Corridor, the 
Eastside Transit Corridor (Phase 11), the Regional Connector and the Westside 
Extension of the Red Line. 

b Improved coordination with externalpartners- LACMTA partners throughout the 
region reported benefits from LACMTA leadership and participation in a broad 
number of regional integration programs including EZ transit pass, Metro 
Connections, TAP, service integration and coordination, joint passenger amenities, 
public outreach, and funding applications. 

b Expansion ofinnovative services and technologies - LACMTA has been a leader and 
participant in innovative service offerings such as Metro Rapid, the Orange Line BRT, 
Advanced Transportation Management Systems (ATMS), automated passenger 
counting, smart cards, and advanced information technology solutions. 
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This audit also identified areas and opportunities to make the LACMTA, as the RTPE, more 
efficient and effective. The audit offers the following recommendations: 

Implement additional administrative actions to further strengthen and improve 
compliance; 
Assess and evaluate the effectiveness of the Transit Performance Measurement 
(TPM) program and the Formula Allocation Procedure and recent changes to them; 
Establish a c o u n w d e  transit performance reporting program; and 
Evaluate staff resources in Countycvlde Planning and Development and opportunities 
that would help the agency keep pace with changing needs and workloads. 

The recommendations and key findings of the FY 2004-2006 Triennial Performance Audit 
for LACMTA as the RTPE are summarized in Attachment B. 

NEXT STEPS 

As required by PUC Section 99246, we will transmit the FY 2004-2006 Triennial 
Performance Audit to the State of California Department of Transportation (Caltrans). We 
will report on the progress of the audit recommendations to the Board of Directors annually. 

ATTACHMENTS 

A. FY 2004-2006 Performance Audit Executive Summary of Transit Operators and Metro 
Operations 

B. FY 2004-2006 Performance Audit Executive Summary of the LACMTA as the RTPE 

Prepared by: Armineh Saint, Transportation Planning Manager, Local Programming 

Nalini Ahuja, Director of Local Programming 
Programming and Policy Analysis 
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Carol Inge 
chief  planning Officer 
Countywide Planning and Development 

----. ---- ...._ _ 
Roger ~ n o b f 6  
Chief Executive Officer 
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Attachment A 

I Triennial Performance Audits - 
Executive Summary 

I LACMTA & Sixteen Included and 
Eligible Operators 

Prepared by 

Booz I Allen I Hamilton 

in association with 

Frank Cardenas & Associates, Matt & Associates, 
Nancy Whelan Consulting, Schafer Consulting 

Los Angeles, CA 
January 2008 
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b Countywide Summary 









Metro showed positive performance in all TDA performance 
indicators 

b Metro's system-wide TDA performance trends demonstrate stable cost efficiency and 
effectiveness, with cost per hour and per passenger growing less than CPI 

b Service productivity improved as ridership increased more rapidly than service growth 

b Employee productivity also improved over the period 

Operating Costs (a) 
Unlinked Passengers 
Vehicle Service Hours 
Vehicle Service Miles 
Employee FTEs (b) 

Operating Cost Per Vehicle Service Hour 
Operating Cost Per Passenger 
Passengers Per Vehicle Service Hour 
Passengers Per Vehicle Service Mile 
Vehicle Service Hours per Employee FTE (c) 

Percentage Change 
Consumer Price Index 
Source: National Transit Datebase reports for FY03 through FY06 
(a) Operating costs exclude depreciation, charter service and vehicle lease costs 
(b) Employee work hours for directly operated service 1 2,000 hours 
(c) Measure calculated for directly operated service only 

2.4% 4.1% 5.0% 11.8% 



Metro fixed-route bus performance (directly-operated and 
contracted). . . 

b Cost per hour and per passenger remained well within CPI growth over the audit period 

b Service productivity improved as ridership growth outpaced the growth in service levels 

b Employee productivity increased as employee FTEs declined 

Percentage Change 
Consumer Price Index (CPI-U) - 2.4% 4.1% 5.0% 11.8% 
Source: National Transit Database Reports for FY03 - FY06 
(a) Operating costs exclude depreciation, charter, vehicle lease costs 
(b) Employee work hours / 2,000 



Metro light rail performance ... 
b Light rail cost efficiency and effectiveness indicators declined as operating costs grew more 

rapidly than both service levels and ridership, and exceeded the growth in the CPI 

b Service productivity improved with ridership increasing more rapidly than service levels 

Source: National Transit Database Reports for FY03 - FY06 
(a) Operating costs exclude depreciation, charter, vehicle lease costs 
(b) Employee work hours / 2,000 

Unlinked Passengers 
Vehicle (Car) Service Hours 
Vehicle (Car) Service Miles 
Employee FTEs (b) 

Op. Cost Per Vehicle Service Hour 
Op. Cost Per Passenger 
Passengers Per Vehicle Service Hour 
Passengers Per Vehicle Service Mile 
Veh Service Hours Per Employee FTE 

Percentage Change 
Consumer Price Index (CPI-U) 

6,782,590 
652 

$301.24 
$2.70 
11 1.4 
4.70 
439 

- 

7,803,697 
745 

$331.56 
$3.40 

97.6 
4.21 
452 

2.4% 

8,114,220 
836 

$359.93 
$3.32 
108.4 
4.68 
41 9 

4.1 % 

8,046,518 
846 

$383.46 
$3.15 
121.7 
5.22 
408 

5.0% 

18.6% 
29.8% 

27.3% 
16.5% 
9.3% 

11.1% 
-7.0% 

11.8% 



Metro heavy rail performance.. . 
b Cost increases combined with lower service levels resulted in a decline in cost efficiency, with 

cost per hour exceeding the CPI. Cost effectiveness improved with the growth in ridership 

b Ridership growth, combined with the drop in service levels, also yielded significant 
improvement in service effectiveness 

Unlinked Passengers 
Vehicle (Car) Service Hours 
Vehicle (Car) Service Miles 
Employee FTEs (b) 

Op. Cost Per Vehicle Service Hour 
Op. Cost Per Passenger 
Passengers Per Vehicle Service Hour 
Passengers Per Vehicle Service Mile 
Veh Service Hours Per Employee FTE 

(a) Operating costs exclude depreciation, charter, vehicle lease costs 
(b) Employee work hours 12,000 

Percentage Change 
Consumer Price Index (CPI-U) 
Source: National Transit Database Reports for FY03 - FY06 

- 2.4% 4.1 % 5.0% 11.8% 
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Municipal Operators showed positive performance on TDA 
indicators 

h Across the included and eligible operators (excluding Metro Operations), both ridership and 
service levels increased 

r However, the growth in operating costs outstripped the increases in ridership and service 
levels. As a result, cost efficiency (cost per hour) and cost effectiveness (cost per boarding) 
indicators exceeded the growth in the CPI 

Because ridership growth exceeded and service levels increases, service effectiveness 
improved 

Unlinked Passengers 122,773,625 127,658,931 127,508,772 130,474,505 
Vehicle Service Hours 3,894,591 4,024,109 4,098,979 4,087,646 
Vehicle Service Miles 52,159,759 53,973,035 53,831,547 53,884,424 

Cost Per Hour $66.74 $68.70 $71.60 $76.71 
Cost Per Passenger $4.98 $5.12 $5.45 $5.82 
Passengers Per Hour 31.5 31.7 31.1 31.9 
Passengers Per Mile 2.4 2.4 2.4 2.4 

Percentage Change 
Consumer Price Index 2.4% 4.1% 5.0% 
Source: National Transit Datebase reports for FY03 through FY06 
(a) O~eratina costs exclude de~reciation, charter service and vehicle lease costs 
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Countywide, transit experienced positive performance trends 

b Countywide, operators controlled the growth in cost per hour, holding it to less than the 11.8% 
CPI growth 

b Cost effectiveness (cost per passenger) grew just slightly more than the CPI, countywide, as a 
result of controlling costs and increasing ridership 

b Ridership increases resulted in improved service effectiveness 

Vehicle Service Hours 

Source: National Transit Datebase reports for FY03 through FY06 



Attachment B 

I Triennial Performance Audit - 
Executive Summary 

I Audit of LACMTA as the Regional 
Transportation Planning Entity (RTPE) 

Presented by 

Booz I Allen I Hamilton 

in association with 

Frank Cardenas & Associates, Matt & Associates, Los Angeles, CA 
Nancy Whelan Consulting, Schafer Consulting January 2008 
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LACMTA is generally in compliance with PUC requirements for 
RTPEs 

b Of 15 PUC requirements that apply to LACMTA as the RTPE, LACMTA is in full compliance 
with 14, including Calderon, and in partial compliance with one: 

- Although LACMTA effectively manages the TDA claim process, the criteria and guidelines 
for submission of claims have not been updated since 1990, despite legislative and changes 

b The prior audit offered five recommendations for LACMTA's consideration: 

- A recommendation that would leverage the success of the Rapid Bus program has been 
implemented 

- Three recommendations related to PUC administration, data collection and reporting, and 
clarification of Planning and Metro Operations roles and responsibilities were partially 
implemented. Aspects of these recommendations are carried forward in the current audit's 
recommendations 

- A recommendation to develop a countywide transportation performance reporting program 
has not been implemented and is carried forward as a recommendation of this audit 
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With expiration of the Consent Decree, opportunities to restructure 
service and fares can address the deficit and improve service 

b Service Planning led a major restructuring of the regional bus system, with the goals of 
achieving greater service efficiency and unit cost reductions, while providing faster, better 
coordinated service. Metro Operations staff worked in partnership with the other transit 
providers, the cities and the public to improve regional mobility and connectivity through the 
Metro Connections strategy 

b LACMTA also implemented phased fare restructuring. In January 2004, the base fare was 
reduced and a day pass was introduced. In July 2007, weekly, monthly, and EZ Transit pass 
prices were increased, and the semi-monthly pass was eliminated. In July 2009, cash fares 
and pass prices are scheduled to increase 

b The Board adopted a Financial Stability Policy in January 2007 to ensure that LACMTA 
prudently manages its financial affairs, establishes appropriate cash reserves, sets limits on 
the level of debt that may be incurred, and establishes business targets. The Policy provides 
guidance for the 10-Year Forecast, the Long Range Plan and annual budgets. 



Funding has improved, but challenges remain for planning and 
implementing programs 

b Maintaining and asserting the clear definition and separation of responsibilities between Metro 
Operations, Finance and CP&D is important to the perception of LACMTA's neutrality and 
fairness in administering regional funds to all claimants and all modes 

b Additional funding (reauthorization of federal funds, release of State funds) has created more 
work for CP&D, but is complicated by difficulties filling Planning positions. In June 2007, the 
Board added staff to work on a number of studies they had requested, but vacancies continue 
to be a problem 

b An annual State of Transportation in Los Angeles County that demonstrates countywide 
performance against goals and objectives and identifies areas where improvements have been 
achieved, and on-going challenges and the reasons for them, would help stakeholders 
understand the County's transportation successes, on-going needs, and areas for further focus 



Four recommendations are offered for LACMTA's consideration as 
the RTPE 

b Implement additional administrative actions to further strengthen and improve compliance with 
State PUC and California Administrative Code requirements for TDA and STA administrative 
functions by: 

- Updating guidelineslcriteria for analyzing and evaluating claims 

- Separating LACMTA claimant functions as operator from oversight functions as RTPE 

b Assess and evaluate the effectiveness of the Transit Performance Measurement (TPM) 
program and the Formula Allocation Procedure (FAP) and recent changes to them 

b Establish a countywide transportation performance reporting program 

b Evaluate staff resources in CP&D and opportunities that would help the agency keep pace with 
changing needs and workloads 


