
AGENDA
BUS OPERATIONS SUBCOMMITTEE

Tuesday, February 26, 2002 9:30 AM ~~Noon

Metropolitan

Transportation

Authority

One Gateway Plaza

LosAngeles, CA

90012-2952

Windsor Conference Room, 15th Floor
One Gateway Plaza, Los Angeles, CA 90012

a) Call to Order Brynn Kernaghan
Chair

b) Approval of January 29, 2002 Minutes Action
(Attachment 1) BOS

Chair’s Comments

Schedule for FY03 MTA Budget Adoption

(Attachment 2)

Legislative Update

(Attachment 3)

Brynn Kernaghan

¯ Terry Matsumoto

Michael Turner

Set Priorities for FY02

(Attachment 4)
Brynn Kernaghan

g) Adopt Changes to BOS By-laws

(Attachment 5)
BrynnKernaghan

h) Update on Actual Receipts for FY01, FY02
and FY03 Projections "
(Attachment 6)

Revision to NTD Reports/
Adopt TPM Methodology for FY01 Data

(Attachment 7)

Regional Pass Update/Review of
Interagency Pass Policy

(Attachment 8)

Nalini Ahuja

Nalini Ahuja/
Kathryn Engle

Nalini Ahuja

k) Prop C 40% and 5% MOU Updates for FY03/
Invoice Process

STIP Projects/Possible Need to Delay
Projects to Out Years

Rufus Cayetano

David Yale

m) SRTP Update Rod Goldman



p)

q)

r)

s)

t)

u)

UFS Update and Workshop/
MTA Request to Swap Out Latest UFS
Funding for Later Funds

Criteria and Schedule for Section 5307
15% Discretionary and 1% Transit
Enhancement Projects

Section 5307 1% Security Requirement

MTA Service Sectors Update

Metro Rapid Expansion Program

ASI Proposed Change in Service

Information Items
Summary of Invoices
Subsidy tracking Matrix
2000 Document Requirement Status
2001 document Requirement Status

New Business

Jane Matsumoto/
Paula Faust/
Brynn Kernaghan

Dana Lee

Ray Tellis

John Hillmer

Rex Gephart

Arum Prem

Adjourn to March 26, 2002 @ 9:30 AM
Windsor Conference Room, 15th Floor

IMMEDIATELY FOLLOWING

SPECIAL TRAINING ON FTA "S ARCHITECTURE

REQUIREMENTS
12:30pm

WINDSOR ROOM- 15rH FLOOR
(Bring your lunch from downstairs)

Training provided by Gloria Stoppenhagen, FTA’s ITS Engineer
Peter Liu of MTA

will also be present to tie this information
to a recent ITS workshop that MTA held

Please bring all appropriate staff from your agency



ATTACHMENT 1

January 29, 2002 Minutes



Bus Operations Subcommittee Minutes
January 29, 2002

The meeting called to order at 9:40 AM

Members present included:

Ron Cunningham, Antelope Valley Transit
Martha Eros, Arcadia Transit
Kelly Hubbard, Claremont Dial-A-Ride/Pomona Valley
Art Ida, Culver City Municipal Bus Lines
Bob Hildebrand, Gardena Municipal Bus Lines
Joseph Loh, Gardena Municipal Bus Lines
Bryrm Kemaghan, Long Beach Public Transportation Company
Dana Lee, Norwalk Transit System
Mark Whitefield, Redondo Beach Wave
Bob Murphy, Santa Clarita Transit
David Feinberg, Santa Monica’s Big Blue Bus
Marianne Kim, Santa Monica’s Big Blue Bus
Dennis Kobata, Torrance Transit

Call to Order

Approval of November 27, 2001 Minutes - Under Item #6, amend Welcome To
and Remarks, second paragraph, add the word "stop" at the end of the second
sentence. Also amend and correct name from Maria Aguirre to Mafia Guerra.

Chair’s Comments
¯ The MTA Legislative Agenda was adopted at the January MTA Board

Meeting
¯ A report was presented on the MTA trying to expand funds through NTD

statistical reporting
¯ MTA service changes were adopted
¯ Tier 3 update presented
¯ Update on ASI
¯ Jim de la Loza presented a report on the Regional Pass Program
¯ Josie Nicasio sent a memo stating that payments should be sent directly to

Accounts Payable for processing. Bryrm told BOS members to disregard the
memo, until there is further clarification. Continue to send payments to Nalini
Ahuja and Rufus Cayetano for payment



SecurityAnalysis

MTA staffers Ava Jordan, Phillip Thomas and Arthur Grant accompanied Dermis
Flowers. Dennis gave an overview of the security analysis submission. He also
asked for detailed itemization on security needs. He said this would help in the
clarification to compile the information to determine monetary needs. Analysis
forms should be forwarded to Michael Turner and Claudette Moody.

Goals and Priorities

After re~bw from the BOS committee, there were no changes to bullet points #1,
#2 and #3

Gall Harvey from Fare Media requested that the section regarding the LACTOA
card not be removed. Gail said that there will be upcoming changes in the way
the cards are being processed and will be coming back to the committee with the
new proposals on how the LACTOA cards are issued.

A motion to adopt the purpose and strategies was made. All favored, none
opposed.

The following points were to be added to the Priority List:
UFS involvement
Possible 511 transportation number (might be related to 800 information
number)
Resurrect and update the Redbook. As a better measure, move and update
Redbook information to the web for better access.

Ray Tellis spoke about the implementation of the ITS project to be developed in
conjunction with regional systems. This is a requirement of the triennial review.
This requirement needs to be incorporated so that vendors bidding will know
what’s required of them.

A training session was requested by BOS members on training needs. Ray said
that he could provide an ITS engineer to give first hand information with
timelines and what is requested and from operators at this point and into the near
future.

TEA Reauthorization Packet

Bob Hildebrand gave his update on the Tea Reauthorization with Michael Turner.
There were some specific changes to the transit program section. There was a
need to make this more group-oriented toward BOS and MTA. There was also a
need to make the transit program a more policy-Orientated language instead of
focusing on the Los Angeles area. There was an idea of reformatting transit
programs, and reorganizing to show different funding sources. Michael Turner



felt it was necessary to take comments and formally submit them to Claudette
Moody. There was a motion to adopt BOS comments on the reauthorization
material.

Legislative Update

Michael Turner gave a legislative update on the State issues regarding the CTA
action taken place by the Board of Equalization. AB426 held a provision for a
tax credit of a certain type of trips that involved diesel fuel. The bill was part of
the overall budget agreement. Michael said that he would be providing a packet
on AB426. Formal Board of Equalization process that will limit through BOE
action, limiting the scope of the role. [The packet will include hearing date in
Sacramento and administrative rules]. Depending on the position of the
administration, we’re looking at a $12M impact on Los Angeles County. Anyone
who gets STA and PTA money will be impacted.

Regarding the State’s budget, the Governor’s proposal was to shift funds between
accounts to keep projects whole and allow for help from transportation into the
General Fund. This was through taking money from the Traffic Congestion
Relief Plan, $672M and applying to the General Fund.

Two bills of interest, SB18 (Alacon) made provision related to the MTA Board,
TDA funding, and bus riders Bill of Rights. Current version requires study of
MTA Board structure and governance and requires the study to be done by ~a
urmamed entity. The study requires coordination with various transportation
interests in the County.

AB630 (Oropeza), requirement to deduct security assessment every five years.
Moving through legislature, despite, there is no fuming available.

Section 5309 Bus Appropriations and FTA Narrative

Ron Smith gave a presentation regarding Section 5309 Bus Appropriations. Some
points of interests made were listed in the attachment of Federal Register in the
agenda. He made awareness of the 1% (security funds) requirement set aside for
5307 funds for security. There were three-year executed agreements with the
FTA including the year of appropriations. He made note that funds do not need to
be spent. Ron also noted that there were 15 separate projects funded for $14M.
For FY2000 and 2001, projects were assigned and not obligated, specifically
those with executed agreements needed time lapse. If there are any concems
contact Irv Polka through the FTA. Ron also said if there were compliance
problems or issues that were of concern, there was personnel at the MTA that can
assist.



Mid-Year Adjustment to Funding Marks

Nalini gave a report, regarding the mid-year adjustment to funding marks, that we
are waiting to hear from MTA on what some actuals, receipts, what direction or
how much money we can get at the end of the year and what changes needed to
be made. There is no definite answer yet.

A memo was issued from the office of Terry Matsumoto, EO Finance. The
memo outlined that in the first three months of the fiscal year, there was a 1.3%
drop in revenue in the State Fund.

BOS will take action on the Bylaws at the January BOS Meeting.

10. BOS Bylaw Amendments

Brynn asked the committee if there were any changes to the BOS Bylaws.
Suggested changes were:

¯ "Governed by the Brown Act", delete section l]I, article 4 (page 5) of the
Bylaw attachments.

* Under Membership section, change from Santa Monica Municipal Bus
line to "Santa Monica’s Big Blue Bus"

11. MTA/BOS Rolling Agenda

Bryma informed BOS that an effort will be made to provide the MTA Rolling
Agenda to the BOS Committee monthly. The Rolling Agenda can include
upcoming items that MTA will act on and Rolling Agenda can help tie into the
BOS agenda for future issues and topics to take action upon.

12. Status of Needed Changes to the NTD Reports

Brynn said that most had turned in the reports, but there were still some TPM
forms, which had not been turned into Nalini. Forms were to be filled out using
actual statistics, ridership and revenues that agencies had for FY01. In order to
receive the normal level of 5307 funds (?), a letter to FTA justifying full amount,
even through the strike was during that time. [A uniform way to show how each
was impacted by the strike; FTA needs to be addressed on a way to handle].
Actuals cannot be used, because some had more or less impact and an
equalization need to be justified. Ray Tellis also confirmed that a general
explanation, an extra effort was necessary, instead of numbers and percentages.



13. Regional Pass Task Force Update

Nalini gave brief update on the Regional Pass. Nalini said that the Regional Pass
Task Force had been meeting frequently and discussing items. The items were
the price of the pass, how to distribute the items (refer to the packet). The issues
to be resolved would be discussed at the next General Manager’s Meeting. A
Board Box item on the Regional Pass would be submitted in February and go to
Board in March with update, with future issues, the status of the Regional Pass
and the anticipated timeline regarding the Regional Pass. There are hopes that
this can be amended by July 2002 or soon thereafter. If you have any questions
are concerns or you wish to join the Regional Pass Task Force, please call Nalini
or Brynn.

14. UFS Committee Status

Jane Matsumoto and Paula Faust came to the committee as co-chairs of the UFS
Money Committee to provide, what they called an announcement, rather than an
update. The two plan to return with a more detailed discussion on activities
forthcoming.

A milestone that has been achieved with UFS is that they are hoping to go
to contract award in February 2002. They also reported that the UFS
Committee is developing a comprehensive business plan both as MTA and
UFS Working Group that includes all municipal operators. The UFS
Committee wants to make it comprehensive enough to include local
service operators as well.

Next, them is a workshop that will be organized in March (target March 7,
2002), to discuss how impacts of the UFS Smart Card technology will
coincide with the anticipated rollout of the Regional Pass. There is a lot of
concern as to the achievement of the Regional Pass and how it will
migrate into new technology. The workshop will detail how the
technology provides options that may not be available on a manual,
regional pass. A topic of discussion will be issues that may have
overlapped into cleating money for the Regional Pass, or how money will
be cleared for the Smart Card technology. Other topics may be how will
the organization be governed? Who would be doing it? What are the
administrative details on the Regional Pass versus the Smart Card? The
Smart Card will be a several year process while the equipment is being
designed and manufactured.

15. Adiournment

The meeting was adjourned at 12:05 PM to Tuesday, February 26, 2002 at 9:30
AM, at the Windsor Conference Room (15th Floor).
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MTA Fiscal Mid-Year Report on F¥02 Budget
MTA Financial Standards
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Metropolitan

Transportation

Authority ̄

SUBJECT:

ACTION:

FINANCE AND BUDGET COMMITTEE
FEBRUARY 21, 2002

MIDYEAR REPORT ON FY02 BUDGET

RECEIVE AND FILE

RECOMMENDATION

One Gateway Plaza
LosAngeles, CA

90012-2952

Receive and file midyear report on FY02 budgeted revenues and expenses.

ISSUE

The MTA FY02 Budget established the legal authority to obligate and expend funds
for the period July 1, 2001 though June 30, 2002. It is the MTA’s practice to report
on the budget at midyear in Order to inform the Board of issues that may require
corrective actions. As a result of noted recessionary trends in the Southern California
economy and the events of September 11, 2001, the Chief Executive Officer further
directed staff to reassess all financial plans to live within FY01 expenditure levels,
adjusted for the strike in FY01. This report summarizes the results of those
reassessments and presents the forecast of revenues and expenses for FY02.

DISCUSSION

At this point in the year, the forecasts of key financial parameters are:

Mid-year Budget Rea’ssessment - At the direction of the CEO, all departments were
requested to review FY02 Budgets and develop a plan to live within FY01
expenditure levels, or in the case of bus and rail operating costs, live within the FY02
budgeted cost per hour. Excluding subsidies to others and debt service, these plans
resulted in a reforecast expenditure budget 10.6% lower than the FY02 expenditure
plan. Included are the elimination of 11 authorized positions, salary savings for 40
vacant positions, a reassessment of the capital program to recognize delays in project
schedules, reduced reliance on consultant services, and reductions in areas of
discretionary spending (travel, materials and supplies).

Sales tax revenues - Sales tax revenues are forecast to be within 0.5% of the FY02
budget. Although sales tax revenues are not projected to grow over FY01 actual
levels, budget projections developed in early 2001 were based on lower FY01
estimates. Therefore, at this time, there are no projected adverse impacts to any



NEXT STEPS

Develop the FY03 budget, including the capital plan, in light of the forecast expectations for
FY02 and the Financial Standards proposed for adoption on this month’s Board agenda.
Should the proje~ted.STA shortfall be realized, operators may request an advance of FY03
Formula Allocation Program funds. Depending on the amounts, advances will be presented
to the Board of Directors for approval.

ATTACHMENTS

Ao FY02 Mid-Year Forecast Fund Level Discussion
FY01 Actual and FY02 Adopted Budget to FY02 Forecast Financial Statement

Prepared by:

Terry ~/"-~) and Treasurer

¯ Ex~fficer, Finance

Michelle Caldwell, Deputy Executive Officer- Finance
Gary Spivack, Deputy Executive Officer- Transit Operations

Roger Snoble’/

Chief Executive Officer

Midyear Report on FY02 Budget 3



shortfall will result in a slightly higher ($13.79 or 5.2%) than budgeted ($269.82) operating 
per vehicle service hour of $283.79.

Labor and fringe benefit variances are projected to be approximately $8.4 million (12.0%) over
budget. This variande is.the result of actual average operator pay rate higher than budget ($3.6
million) and higher maintenance costs ($4.8 million), primarily in support of the P2000 vehicles.
The unfavorable labor qariance will be offset by favorable variances in the cost of propulsion
power ($3.7 million), services ($2.8 million), parts and supplies ($2.7 million), and 
miscellaneous expenses ($0.7 million).

CAPITAL PRO3ECTS FUND

The Capital Projects Fund is used to account for financial resources to be used for the acquisition
or construction of major capital assets. Expenditures are forecast to be $431.4 million, $224.0
million (34.2%) lower than the FY02 Budget of $655.3 million.

There are currently 234 capital projects in the Capital Projects Fund. Of these, 130 projects are
reported to be on budget, 96 projects are under budget by a total of $225.6 million and 8 projects
are indicating potential overnms totaling $1.6 million. Project underruns are primarily due to
delays in implementation. Overruns are primarily caused by acquisitions or contracts that are bid
higher than the original estimate or by increased scope requirements developed after approval of
the original project budget.

Capital Projects Fund revenues are impacted commensurate with changes in the expenditure
forecast. Many projects are funded on a reimbursable basis; therefore, to the extent that there are
delays in these projects, the forecast for Intergovemmental Revenue is impacted. The current
expense forecast for Intergovernmental Revenue is $155.5 million or 34.8% lower than the
adopted budget of $446.5 million. Similarly, the bond financing necessary to support Capital
Project Fund activities is based on actual expenditures. The proceeds from financing are
projected fo be $137.5 million or 60.1% below the adopted budget of $226.7 million.

GENERAL FUND

The General Fund is used to account for resources traditionally associated with government that
are not legally required or by sound financial management to be accounted for in another fund.
General Fund expenditures are forecast to be $4.9 million or 6.2% lower than the FY02 Budget
of $79.1 millio.n. Delays in the implementation of the Welfare to Work program account for $3.3
million of the forecasted variance.’

General Fund revenues are forecast to be $9.4 million or 23.0% higher than budget. Proceeds
from sales and leasebacks will be $10.6 million or 106.0% higher than the budget of $10.0
million. This is the result of completion of a like kind exchange ($14.4 million) that was not
anticipated when the FY02 Budget was adopted. This increase will be offset by a forecast
reduction of $4.0 million in revenue from sales and leasebacks related to P2000/P2020 rail cars

Midyear Repor~ on FY02 Budget 2



ATTACE~’IENT B

LOS Angeles Count~ Metropolitan Transportation Authority
FY01 Actual and FY02 Adopted Budget to FY02 Forecast

Combined Statements of Revenues, Expenditures and Changes in Fund Balances

For the Year Ending June 30, 2002

1 [’oral revenues

3 total o cratln e enses/e endlturcs
4
5 Excess (dcficlancy) of revenues over expenditures/

6 Opemdn~ income (loss)
7

8 rot~l non-operating revenues
9

Excess (deficiency) ofrevanues over expenditures/

11 Operating income (loss) before other sources
12

13 Total other financing and sources (uses)
14

15 Excess (deficiency)ofrevanues and other financing
16 sources over expenditures and other financing uses
17
18 Fund balanCes\QDelicit)-beginning of year
19 Rcsldual equity transfer

l~pfieta~ Funds Governmental Funds

Enterprise Fund Special Revenue Fund Capital Funds
FY02FYO 1trY’02

FYOI
Actual Adopted /X

$ 227.0 $ 259.9 $ $ 259.9

755.3 881.5 (12.0) 869.6

(528.3) (621.7) 12.0 (609.7)

58.1 114.0 114.0

(470.2.) (507.7) 12.0 (495.7)

482.7 507.7 (3.2) 504.5

FY02FY01
Actual Adopted /N

$1,491.3 $ 1,480.6 $ (6.8) $ 1,473.8

665.7 769.1 (40.2) 728.9

825.6 711.5 33’.4 744.9

12.5 8,8 8.8

(75.8) (63.3) (63.3)

[$ (63.3") (63.3) $ 8. $ (54,5)

825.6 711.5 33.4 744.9

(719.7) (803.8) 27.8 (775.9)

106.0 (92.3) 61.3 (31.0)

617.9 723.9

$ 723.9 $ 631.6 $

Actual Adopted ~ Forecast

$ 356.5 $ 446.5 $ (149.2) $ 297.3

359.6

(3.1)

(3.1)

23.7

20.6

723.9 60.5

655.3 (224.0) 431.4

(208.8) 74.7 (134.1)

(208.8) 74.7 (134.1)

207.2 (70.I) 137.2

(1.6) 4,6 3.1

81,0 81.0

4.6 $ 84.161.3 $ 692.9 $ 81.0 $ 79.4 $

" Midyear Report on FY02 Budget
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Authority

One Gateway Plaza
LosAngeles, CA

90012-2932

28
EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

FEBRUARY 21, 2002

SUBJECT:.

ACTION:

MTA FINANCIAL STANDARDS

ADOPT FINANCIAL STANDARDS POLICY

RECOMMENDATION

A. Adopt the MTA Financial Standards Policy, FIN 25, Attachment A.

B. Approve the MTA FY 2002-03 Financial Standards, Attachment B.

(213) 922-2000 ISSUE

The Board shall review and approve a set of financial standards each year as part of
the annual budget and financial planning process.

POLICY IMPLICATIONS

The financial standards are divided into three sections:

General - The purpose of the general standards is to ensure that MTA
prudently manages its financial affairs and establishes appropriate cash
reserves to be able to meet its future financial commitments.

Debt - The purpose of the Debt Standards is to limit the level of debt that may
be incurred and to ensure that debt assumptions used in financial planning are
based on financial parameters similar to or more conservative than those that
would be placed on MTA by the financial marketplace. These standards will
be consistent with the Board-approved Debt Policy.

Business Planning Parameters - The purpose of the Business Planning
Parameters is to provide management with a framework for developing the
following year’s budget and other MTA financial plans and establishes future
business targets for management to achieve.

FINANCIAL IMPACT

Adoption of the policy and approval of the standards sets parameters by which the
Board and the public can be assured that MTA financial plans are conservative,
prudent and provide for MTA’s continued financial viability. "



FINANCE
Financial Standards Policy FIN 25

POLICY STATEMENT

The Board shall review and approve a set of Financial Standards each year as part of the annual
budget and financial planning process.

PURPOSE

The Financial Standards shall be divided into three sections:

General Financial Standards - The purpose of the general standards is to ensure that MTA
prudently manages its financial affairs and establishes appropriate cash reserves to be able
to meet its future financial commitments.

Debt Financial Standards - The purpose of the Debt Standards is to limit the level of debt
that may be incurred and to ensure that debt assumptions used in financial planning are
based on financial parameters similar to or more conservative than those that would be
placed on MTA by the financial marketplace. These standards will be consistent with the
Board-approved Debt Policy.

Business Planning Parameters - The purpose of the Business Planning Parameters is to
provide management with a framework for developing the following year’s budget and
other MTA financial plans and establishes future business targets for management to
achieve.

APPLICATION

This policy applies to all MTA financial plans.

Effective Date: February 2002 Page 1 of 3



FINANCE
Financial Standards Policy FIN 25

4.0 FLOWCHART

Nrt applicable.

5.0 REFERENCES

5.1 MTA Debt Policy

5.2 MTA Investment Policy

6.0 ATTACHMENTS

None.

7.0 PROCEDURE HISTORY
7.1 Initial Action - February 2002

7.2 Adoption of this policy supercedes the following previously adopted policies that are
subsumed by FIN 25 or are procedural in nature and will be administered under the
authority of the CEO:

Fin 1

Fin 2

Fin 3

Fin 4

Fin 5

Fin 6

Fin 7

Fin 8

Fin 9

Fiscal Policies (General)

Budget Preparation and Approval

Budgetary Controls

Budget Amendments and Adjustments

Fiscal Monitoring & Reporting

Funds Programmed to Other Agencies

Contingency Fund

Chart of Accounts

Revenue Policies

Effective Date: February 2002 Page 3 of 3



Attachment B

G5.

G6.

G7.

GS.

G9.

GIO.

Gll.

Appropriate insurance coverage shall be maintained to mitigate the risk of.
material loss. For self-insured retentions, the MTA shall record the liabilities,
including losses incurred but not reported, at 100% of the net present value.

It is the MTA’s goal that restricted cash balances are maintained in amounts equal
to the estimated !labilities but in no event less than the next year’s projected cash
outflows. An actuarial review of self-insured liabilities will be made annually.

Since sales taxes are received on a monthly basis, the allocations among the
various ordinance categories shall also be recorded monthly.

Expenditures against appropriations are limited to cash actually received during
the fiscal year.

Sales tax collections received during a fiscal year that are in excess of the sales tax
budget for that year shall be reported as unreserved, designated fired balances in
the Special Revenue Fund. Excess Local Return monies are disbursed when
received. Any other excess balances may 0nly be expended pursuant Board
authorization. Such funds are generally available for appropriation in the
subsequent budget cycle in accordance with their ordinance designations.

The fiscal year of MTA shall end on June 30 of each year. By January of each
fiscal year, the Board should review and approve a set of Financial Standards that
can be used by management as a framework for developing the following year’s
Budget. The Board shall approve the Budget by June 30 of each fiscal year.

The annual budget establishes the legal level of appropriation for a year. The
budget shall include operating, capital, regional funding and other components
necessary to implement the policy directions contained previously Board adopted
longer-term plans, i.e., LRTP, SRTP. The budget shall be prepared in a fashion to
clearly describe the projects and programs contained therein and to receive the
GFOA award for excellence in budgetary presentation.

The MTA shall adopt a long-range (covering at least 20 years) transportation plan
for Los Angeles County at least once every five years. For interim years, staffwill
report on changes affecting the major financial assumptions of the plan and
progress toward the implementation of new projects and programs. The plan
update report shall also highlight Board approved actions taken during the interim
period that affect the plan outcomes or schedules.

Annually, the MTA shall adopt a five-year (short-range) transportation plan
(SRTP) for Los Angeles County. The plan will include service levels and
ridership by mode for each of the years. The five-year plan will also identify the
capital investment needs to support the existing regional system and regional

FY 03 Financial Standards Page 2 of 6



Attachment B

B5.

B6.

B7.

BS.

B9.

shall be presented to the Board for approval as part of the annual update of the
SRTP each year.

For FY 2003 MTA’s staffing, measured in FTE’s, will be held to the FY 2002
level adjusted for service expa~., sion or other new scope that has been approved by
the Board.

Regional programs such as local retum, formula allocation procedure and Call for
¯ Projects shall be funded according to the terms of the laws, regulations and/or
¯ discretionary procedures approved by the MTA Board.

The capital plan covers MTA’s assets including major transportation
infrastructure projects, i.e., BRT, LRT, bus maintenance facilities and is included
in each annual budget. The capital plan shall include funding for asset
replacement and expansion projects. Capital projects in excess of $1 million shall
be listed separately for approval by the Board.

Timely replacement of assets shall be the highest priority to ensure a safe system.
Accordingly, the capital plan shall include replacement reserves by major asset
category to ensure adequate future funding. The reserve levels shall be based on
management’s assessment of the asset category’s condition.

Expansion projects not previously approved in the short-range plan shall be
prioritized based on the project’s cost, impact on ridership, return on investment,
available funds, and other relevant factors. An inflation rate of 4% shall be used
for expansion capital projects.

MTA applies for and receives discretionary Federal and State fuming.
Discretionary funding shall be requested for major system expansion projects or
extraordinary transit capital needs. (e.g., BRT, LRT or new bus maintenance
facilities). Discretionary funding levels shall be estimated by project based on
appropriate State and Federal criteria and the likelihood of obtaining approvals.

The Board shall approve all discretionary State and Federal funding requests by
project or program each year.

Prop A and C administrative funds (Admin) are appropriated through the MTA’s
annual budget from the Special Revenue Fund to the General Fund to pay for "
activities not required to be accounted for in other funds. The following
statements provide guidance for appropriation anduse of Prop A and C
administrative funds.

FY 03 Financial Standards Page 4 of 6



Attachment B

Financial Standards - Debt

D1. MTA may not enter into a debt or financing arrangement unless the transaction is
in full compli.ance with all applicable provisions of applicable state and federal
laws and the MTA’s Debt Poli~y.

D2. Long-term debt may be included in the budget or longer range plans; however, no
such debt shall be incurred without the specific approval of the MTA Board.

,D4. The average life of debt instruments shall not exceed the average useful lives of
the assets financed.

D5. Reserve funds that may be required by the financial markets for each debt
issuance shall be maintained. Cash and securities, insurance or ~urety bonds may
fund these reserves. For financial planning purposes, reserve requirements shall
be included in the par amount of debt issued.

D6. MTA shall maintain a legal security structure of liens, agreements, pledged
revenues, and other covenants which will be sufficient to secure rating of"A" or
better on sales tax backed securities and secure A1 or P1 rating on other short-
term debt, and, if necessary, to secure credit enhancement from financial
institution with a rating of"AA" or better.

D7. Debt service coverage ratio minimums by sales tax ordinance categories are
shown in the MTA’s Debt Policy. For financial planning purposes, those ratios
shall not be exceeded in the development of longer-term financial plans.

FY 03 Financial Standards Page 6 of 6



ATTACHMENT 3

Legislative Update



To the Members of the Oal~fomia Legislature:

I am signing AB 426 which will Increase the tax relief provided to senior citizen
homeowners and tenters, er~ several sales tax relief provisior~s for agrl~lture,

¯ and revise the formula used to trigger a sales tax rate reductior! in order to make that
¯ reduction easier to achieve, This measure will provide dgn’~cant, ongoing ~~ relief
to the targeted beneficiaries.

Some technlcal corrections tothis measure will, however, be required. In order to
better alertly the intent of the 2001-02 budget agreement between the AdminLstration
and the Legislature, the State sales tax exemption for diesel fuel used in farming
should better define that ii is.Intended only to apply to delivery to the first destination
from the farm. This v~ll target the benef’~ to those Intended - the farmers.

1"he 2001.02 budget agreement was for the Senior C~izens’ Progerty Tax Assista~ee
and Renters’ Tax Ass~noa Program to increase by 45 percent for an additional
~st.of $75 million. However, due to a drafting error, this b~ is technically deficient in
that it increases the m~mum income threshold o| program particip~ts, rather than
the benefit levels. I am requesting that subsequent legislation be passed as soon as
the Legislature returns that corrects this teohnl~J deficiency and provides the tax
relief intendedfor thes6 piegrams. In an effort to ensure that these taxpayers are
not delayed in receiving their existing level of assistance, I request that the Franchise
Tax Board issue two checks to each daJma~t. Issuance of the first check would
begin immediately based on the benefit levels that existed prior to enactment of AB
426. A second check would be Issued as soon as the Franchise Tax Board can
feasibly implement and celcu, late the supplemental benefit pursuant tO the corroded
legislation.



Although I iegret the need for the dalay in taxpayers receiving their tull benefit, !
pleased that the ultimate goal of a signii"io~nt, increased level of ongoing benefits for
these taxpayers will be achieved.

Sincerely,



Ch. 156

S~ 6.. Seotion 6357.1 is added to the Rcvenueand.Taxation Code,
to read:

6357.1. (a) There are exempted from the taxes imposed by this part,
the gross receipts from the sale in this state of, and the storage, use, or
other consumption in this state of, diesel fuel used in farming activities
and food processing. This section shall be implemented as soon as
poss~le, but in no case later than September 1, 2001.

0o) For purposes of this section, "farming activities" has the same
meaning as "fanning business" as set forth in Section 263A of the
Internal Revenue Code. "Farming activities" also includes the
transportation and delivery of farm products to the marketplace.

(c) The.exemption established by this section does not apply with
respect to either of the. following:

(1) A ~ imposed under the Bradley-Buras Uniform Local Sales and
Use Tax Law (Part 1.5 (commenoing with Section 7200)) or 
accordance with the Trausaotions and Use Tax Law (Part 1.6
(commencing with Seotion 7251)).

(2) A max imposed under Section 6051.2 or 6201.2, or under Section
35 of Article XIII of the California Constitution.

SEC. 7. Section 6358.5 is added to the Revenue and Taxation Code,
to read:

6358.5. (a) (1) There are exempted from the taxes imposed by 
part, the gross receipts from the sale in this state of, and the storage, use,
or other.consumption in this state of, any racehorse breeding stock.

(2) For purposes of this section "racehorse breeding stock" means 
horse that is capable of reproduction and for which the purchaser states
that it is the purchaser’s sole intent to use the horse for breeding
purposes.

(b) (1)Notwithstanding any provision of the Bradley-Bums
Uniform Local Sales and Use Tax Law (Part 1.5 (commencing with
Section 7200)) or the Transaetious and Use Tax Law (Part 
(commencing with Section 7251)), the exemption established by this
seetian does not apply with respect to any ~ levied by a county, city,
or district pursuant to, or in accordance with, either of those laws.

(2) The exemption established by this section does not apply with
respect to any max levied pursuant to either Section 6051.2 or 6201.2, or
pursuant to Section 35 of Article XIII of the California Constitution.

(e) The exemption provided by this section shall be effective starting
September 1, 2001, unless the State Board of F_xlualization determines
thgt implementation by that date is not feas~le, in which ease the board
shall, on or before that date, report to the Legislature" regarding the
reasons why it must delay implementation, and shall thereal~er
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The Honorable Touy C.arden~s
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The Honorable Maria Contreras-Sw~t

TheHonorable J/m Bruh¢

TheHonorable Dave Cox

TheHonorable Dick Acke1-~sn

TheHonorable John Cmnpbell

OPPOSE CUTS IN TRANSIT FUNDING

On behalf of the more than 270 members of the California Transit Association, I resp~tfully urge you to act
|mmcdialcly and decisively on the call is the Oovo.,or’s proposed 2002-03 budget to ensure dmz
Board of F_zlualization does not further rMuce vital public h-a~it fundin~ The Board’sBusiness T=Lxcs
Conm~ttce a~tcd on ]an-~ 9 to disregard its stsffrccommendation and expand beyond your intention in
~mplementi~ the llmit~l exemption from s~les t~ces on diesel fuel used in ~ and £ood l~roce~jng as
cna~1~l in last yczr’s budget deal .(AB 426, Chapter 156, Statutes of 2001). The recommendation of t~.~
Committee, proposed for adopdon by the Board at its meeting of March 27, would su~rcede the cl[¢ar and p1zd~u
language of the statute and Governor Davis’ statem~t of intent upon si~ing the bill.

This proposed action - b~sides defe~fi-~ the clear purpo~ of the Governor and L~dslatu~ - would cause
serious end harmful reductions in public tr~-~it service across California. While the state’s sales tax rate is
all of the revenue g~ncratM by the imposition of the sales tax on die~l fucl at the ~=t~ of 4~A% is deposited into
the Public Trausportation Aoc~unt. The PTA is the state’s one source of ovgoing ftladisg d~dicateA 1o local
transit systems for their operations and capital ncc~ls; additionally, the PTA .rapports the state’s thr~ intcr~ity
r~dl svrvlovs. The PTA is already faoing a severe shortage in r~venues, and i~s capital programs arc
ovvrsubsoribe~L Now i~ no~ th~ t~mc to imposo ©yen mor~ outs in transit

Before the Board of Equalization’s action, the Public Transportation Account was already faced with the
followlnE coastrslni~ on revenues:

last year’s budg~ deal mliOcialiy cappexl the 2002-03 stream of spillover rcwnue into the Account at
$36 million - ~ the current year, tb~ sour~ provided $80 million in revenue.s; this is an unprecedented
limit on a transit funding source created by the legislature and governor decades ago

moreover, at the time the cap on spillover revenues was enacted, the justifioafior; offered was the now
flow of sales tax on gas revenues into the PTA from the enactment of the Traffic Congestion Relief
Program in 2000; those revenues were subsequently ~u.~-ndcd, and will not flow to the PTA in 2001-0:2
or 2002-03
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to address the ourrent and budget year General Fund deficits, the PTA is eo~atributlng $950 miUjon to
backfill the TCRP

the sales tax exemption on diesel fuel for f~a,~ilg acfivilies a~ually intended by the Crovernor and
L~gislatum in AB 426 reduees.P’l-A revenues by $22 million ill the current year (and ongoiug after that)

the PTA’s beginning reserce going into the current year was $261 million; the reserve projected to be
available going into the budget year is only $7I roillion

¯ the economic slow down has affected the basic sales tax revenues that traditioaally support the PTA

These factors have combined to dramatically r~luco vital state trat~t funding efforts, most notably the State
Transit A~iatance Program.: In the cu~,-e~t~ year, lransit operators have been told to#an ou a $171 mUlion ST~
Program; just last August, when the California Transportation Comm!.~s!on adopted the 2002 Fund Estimate, the
2002-03 STA Program was pmje~xl to come in at $137 million, $34 mdlion lower than the current year
Program. Unforttmately, due to the factors described above, the Goverllor~s proposed 2002-03 trudger contains a
STA Program of only $115 million, another $22 m|U;on below what was expected just last Fail.

The potential action by the Board of Eq’uali~,~tlon would reduce PTA revenues at least another $50
million in the budget year, thus taking another $25 million directly out of the State Transit Assistance
Program, leaving a statewide STA Program_ of only $$0 million. That’s more thau a 53% reduction
over the current STA Program!

Thank you for your consideration.

Sincerely,

Executive Director

The Honorable Dexle Alpert The Honorable Jim Battin
The Honorable Carolc Migden The Honorable Patrieia Bates
The Honorable Kevin Mul~’ay The Honorable Tom MeClintock
The Honorable John Dutra The Honorable F, od Paeheeo
Tho Honorable Herb Wesson The Honorable Jenny Oropeza "
The Honorable Dun’ell 8t~intr~rg Honorable Me.tubers of the Senate and Assembly
Tim Gage, Dire~or, Deparlment of Finance JeffMoralos, Director, Depatti~ent of Transportation


