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SUBJECT: TRANSPORTATION ZONE DIVESTITURE ANALYSIS

Management has completed an intensive analysis of actual costs potentially
eliminated by zone transfers in order to provide preliminary subsidy estimates to
the two zone applicants. A copy of the summary report is attached for your
review. Board member staff representatives were fully briefed on this infbrmation
on August 2T~’.

The subsidy estimates have been transmitted to the Foothill and San Fernando
zone applicants in accordance with the Zone Guidelines. The next step in the
process is delivery of an operating plan by each of the zones. While the zones
themselves will have to determine whether the proposed subsides ($68.58 per hour
for Foothill and $69.07 per hour for the San Fernando Valley zone) are acceptable,
we believe they are adequate to allow the zone process to continue.

We are scheduling a second briefing with Board staff on September 10~~1. If you
have any questions, please call me or Chief Financial Officer Richard Brumbaugh.

c: Richard Brumbaugh
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tl~e Malch 1999 I~oard hleclhlg, clmnges have occurred ill the M’IA and in the scope of the subsidy esliln;~lcs:

The [~oard approved MTA’s five year capilal improvcment program.
5()() Clllployccs ~tl~Cd il IleXv colllrilCl labor group.

Ihc level ~1" service Io be Iransl~ned has been updnled, as lines have been added and sublrucled.

Foolhill’s request chaugcd flom $80 per revenue service hour {RSII) t~} $R5 per RSll,

A dclailcd bus rcpluccment schedule has ~eccnlly bcc~= dcveloped Ibr Ihe

lhc annlysis presented eurlim was determined by a model based o=~ I;Y I 9~)9 tbrecz~sted budget data using avcragc

Ihc current "in~plc~ucl=tatiou" stage oFdevclopi~g z= prclimimuy subsidy estimate used z~ detailed acl~lal cosl npproach.

Pri~r revenue Ibiccasls were estim~les; an analysis o1 opc~-aling reveimes sales and collections was uuder~aken.

N*~ caq)ilal or ilSscls II~lllSl~ll’cd wcl’c cm~sidmcd in Ihc earlier annlysis.
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An iutcrn~l I)ivcslilurc ~ludy Team was or~anix, cd I~r II~is analysis by the MIA alonB wilh Ira~Sl~rlafion and
c{mxullanls fitm~ i’riccwalcrhouscCoopcrs I,l,l’,

I"xc~:ulivc {)lficcrx m~d their slalf wcrc asl~cd to I~rCparc cost rcdm:li~n cxlimalcs in a two step prt~:css: I. Suhmil i~fili~d
~latc" ~q~crali~g tom savings based on FY 20(10 ad~pted budget and baseline assumptions; and 2. Submit estimntcd one lime

t~m~sitiot~ c~ls over the i~ilial tltrec year periled.

I~ ~lml ~l~c cost cslimaIi~n process, all I~()’s were given s~m~c starling guidelines based ~m the K[’kl(; prclimim,y

I~xlct~ivc review 5cssi~ms were held with each dcl)~ulmcnI Io discuss lhe assumptions used and assure consislency, accuracy,

m~d conlk)t mily to grou~td rules, resulting in numerous revisions aml clarification of assumptions by lhe I~O’s,

1 Iw I’w(7 ~,1 IA audit i~;umcr, and manager Ik~r the lrietmial Audil served as Quality Assurance reviewers ot Ihc

;qq)toach at~d rc~ulls.

I~cstulls wcrc reviewed hs KL IA t~l) lll;llltigcIllCnll.

Iic~md SIaIf wax I~ricIod on ~Iudy
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~ tlv,lulc
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~ lajor/I ss m.p~io.s Used in the Analysis

I~shihit A

Ihc I~l I,,\ I:Y21100 Adopted lhu.lg¢l was used as a baseline l~n this analysis.

All c~limalcs have been adjusled Ibr Ihc Ilureau of I,nbor Slalislics 4 V~ ycm average (’P[ ol2.54%.

Ihc Ik~ll~i~g levels o1 service lumps uud buses to be I=nnsl~’l ~cd arc based on I)ecembet 1~~99 pr~wclio=~s m=d i=u:l~lc 

Valley

~:, I I=c union i)crs~,m.u.’l Irm,,sl;,:l ,,viii be btlsed ue, scrfi,.uily.

/ I ,~sl /ore, rcv~:~mcs is based on the MI’A’s culicut farc shuclmc,
,~ I){l:.;. <, IV’VCIIIIL’ I’~)l tilL" /.(HIC."; JS I)ascd oll Ihc .’.;;.uric rcl;llioi~ship as h)kCllS sold ;Hid collcclcd ill the ;<olios.

’~ (’apilal fi)i bus iCl~laccmcnl is based m~ opctalions planmed bus retirements and sales.
Ill. N~ (’N(i buses w~mhl be [rallsl~l]cd Io the I:oolhill liansil Zone.
I I ~ )ILK’= %’,tvi~gs i~ c~q~ilal Sl)cnding were ha=sod on Ihc (’apilal ImluOvculCl~l Plm~ mid gOllll;ICl COl~ll~lilUlculs al,cadv itl place

I) lu Ill<" all~llx sis. pclsOllllCl irilllSl~lrc.d Io the z~mcs hwludc both icl)resclllcd alld uon-~epresemcd Oral)lob cos.
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I~l.lr I,mil I lh’lld,’,l I’.,~,l .~ I iiicll(l\ I~cvcml~’ li)~lill’~ ~il~ (’1’1 iidinsiixl (2 $.l%) llli,~cd Oll lilllCtiil ill llibOl ~hilislic,~ IIIball I’i)l)iillilioli :1 1/2 ~clll iiv~i|ll~c t’mliill~ .lilly I)

13



~Los Angeles County Metropolitan Transportation Authority

14



Los Angeles County Metropolitan Transportation Authority

15


