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Introduction

In response to the statewide transportation funding crisis, the Allegheny County Chief
Executive and the Port Authority Board of Directors requested that the Allegheny County
Controller complete a review of Port Authority’s financial statements, review past
management practices, and analyze the efficiency and productivity of services being
provided. Due to the extensive nature of the engagement, the report will be issued in
several parts. In this first section of the report, the Controller’s Office completed an
analytical review of Port Authority’s budgets and year end revenues and expenses from
2001 through 2006 and benchmarked Port Authority’s performance to similar transit
systems.

HISTORY OF THE PORT AUTHORITY

The Port Authority of Allegheny County was created by legislation enacted by the
Pennsylvania General Assembly in 1956, giving it responsibility for planning and
developing port facilities to serve the Pittsburgh area. In 1959, the Act of 1956 was
amended to permit the Port Authority to acquire privately owned transit authorities and to
own and operate a public system of mass transit. In March 1964, the Port Authority
exercised its power of eminent domain for the first time and assumed control of the
Pittsburgh Railways Company. By authorization of the 1959 legislation, the Port
Authority in June 1960 engaged the firm of Coverdale & Colpitts to prepare a plan for an
integrated system of transit for Allegheny County for use as a basis for acquiring and
consolidating the independent transit lines. As of March 1, 1964, all public transit in
Allegheny County was operated by the Port Authority. Acquisition of 30 bus firms and 2
inclined plane companies (Duquesne and Monongahela) was completed in August 1964.
Shortly thereafter, a unified fare and transfer system became effective on a countywide
basis for the first time in local transit history.
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Historical Review of the Deficit

In Fiscal Year 1999, the Port Authority introduced its new logo and its “Gold Standard
of Service”, a step toward moving it to become the premier transit organization in the
nation.

Moving into the new millennium, the Port Authority developed a plan to provide the
highest level of customer service with the goal of increasing ridership while controlling
administrative costs. This is reflected in the Fiscal Year 2000 operating and capital
budgets. According to the Port Authority, “A major investment in new technologies will
allow Port Authority to react and turn dreams into golden opportunities. Today, Port
Authority is going more places, connecting more people, and offering more services.
Tomorrow, this aggressive direction will solidly make Port Authority the premier transit
organization in the country.”

The Port Authority’s plan to provide the highest level of customer service continued
into Fiscal Year 2001 with the operating budget supporting increased services for
customers. The capital budget enabled the Port Authority to complete or continue $1
billion in major capital improvement projects, “...the most ambitious program
undertaken at any one time in Port Authority history”. Increases in funding were
projected for Fiscal Year 2001; a 5.4% increase in operating grants, including a 3%
increase in state operating assistance, as well as a 13% increase in capitalizations which
offset operating expenses was projected. However, the budget prepared for the following
Fiscal Year noted that the increase in fuel, utility, and healthcare costs, coupled with
reductions in state funding, resulted in Port Authority’s first fare increase in 10 years. On
April 1, 2001, the Port Authority instituted a cash base fare increase from $1.25 to $1.60,
a 28% increase, and the average increase of prepaid fare instruments, such as bus passes,
was 20%. The five zone structure was reduced to three zones.

The Port Authority projected total operating revenue, which includes passenger
revenue, senior citizen reimbursements, access, contract services, advertising, interest,
and other income, to increase 16.1% to $92.8 million for Fiscal Year 2002. However,
operating revenues only totaled $85.7 million for the year. The Port Authority
experienced an operating deficit and ended Fiscal Year 2002 with expenditures in excess
of revenues. The Port Authority also experienced a significant reduction in funding
levels, as well as increases for healthcare and other costs. On June 1, 2002, a service
reduction was implemented. Other efforts to reduce costs included eliminating
administrative positions, instituting a hiring freeze on all non-operating personnel, and
reducing travel, training, marketing and advertising expenses.

The Port Authority was able to complete Fiscal Year 2003 with a balanced budget
although wages and healthcare cost were rising while there had been little or no growth in
revenue levels. On September 1, 2002, the Port Authority increased its base fare for the
second time in 18 months, from $1.60 to $1.75 and also implemented a service reduction
of approximately 4%, eliminating underperforming routes and 85 operators and
maintenance personnel.

For Fiscal Year 2004, the Port Authority experienced an operating deficit of $20
million. Even though the Port Authority increased fares and cut routes twice during the
previous eighteen months, it was unable to meet its expenses. To make matters worse,
the General Assembly of the Commonwealth adopted a budget that resulted in a $4
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million reduction in operating assistance to Port Authority. However, in November 2003
the Commonwealth agreed to restore state operating assistance to Fiscal Year 2003
levels. The $20 million deficit identified in June 2003 was addressed by the restoration
of the State operating assistance, $5 million in additional administrative cost saving
initiatives, and a one time, $10 million flex of Federal Highway funds to Port Authority.

For Fiscal Year 2005, the Port Authority experienced an operating deficit of $30
million. Due in part to uncertain levels of state grants, in May 2004 the Board resolved
that the Port Authority continue the present operating levels until the Board formally
adopted an operating budget. The Board never did approve the final budget for fiscal
year 2005. The Port Authority required and received $30 million in supplemental funding
from the Commonwealth of Pennsylvania in order to meet its expenses. This was
comprised of $28.8 million in supplemental Federal flex funding and $1.2 million in
additional Infrastructure Safety Renewal Program funding. The Board had adopted a
plan in December 2004 that called for a fare increase on February 1, 2005 from $1.75 to
$2.00 with a 12 percent service deduction in March 2005 followed by a fare increase to
$2.50 and an additional 15 percent service reduction on July 1, 2005. However, the
additional funding from the Commonwealth made it unnecessary for Port Authority to
implement either of these phases of the plan.

The budget prepared for Fiscal Year 2006 contained a “cost savings needed” amount
of $19 million in order to balance the budget. This is the amount of the assumed savings
in employee benefits as part of any new collective bargaining agreement with the
Amalgamated Transit Union. The Port Authority completed Fiscal Year 2006 with a $45
million operating deficit. This deficit was addressed by two separate installments of
stopgap funding from the Commonwealth of Pennsylvania.

The $347.5 million operating budget for Fiscal Year 2007 was prepared with the
assumption that $31.5 million in new state and local funding will be approved during the
fiscal year. It also includes $32 million in flex funds from the Commonwealth of
Pennsylvania, a 2% increase in state operating assistance, and projects assistance from
Allegheny County to increase 2% and remain sufficient to meet the required local match.
The increase in expenses is due to rising costs for fuel, healthcare, and pensions as well
as contractual pay increases and general inflation.

In September 2006, Port Authority retired the “Ride Gold” campaign in order to return
to a back-to-basics approach and save costs on repainting and refurbishing. The
ambitious expansion plan undertaken in 1999 has turned out to be an extremely
expensive failure.

The proposed budget for Fiscal Year 2008 prepared in June 2007 includes the June
2007 service reductions, the July 2007 fare increase for Access, the September 2007
service reductions and a fare increase in January 2008. The projected staffing level for
2008 includes 350 fewer employees than the actual June 1, 2007 level and 525 fewer than
the budgeted number of staff for 2007. Budgeted operating expenses of $325.1 million
include projected healthcare costs for employees and retirees of $63.1 million and
projected pension costs of $19.9 million. Budgeted revenue is also projected at $325.1
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million, however, this includes using $45 million of the Basic Supplement Grant to fund
the budget deficit. See Schedule A on page 5.

The Port Authority is still undergoing changes to reduce the 2007/2008 deficit from
$50.8 million to $44.7 million by taking into account additional service cuts, a proposed
fare hike in January, and the closing of the Harmar Division, one of five bus garages. In
addition, the Port Authority will utilize $6.5 million from a basic supplemental grant for
2006/2007’s deficit. The Port Authority’s supplemental fund created from unused
monies will also be used for the $45 deficit next year, leaving the fund with no more than
$2 million dollars left to fund any future deficits. The Port Authority is also planning to
renegotiate the contracts with the University of Pittsburgh and Carnegie-Mellon
regarding the cost of student ridership.



Port Authority of Allegheny County
Fiscal Year 2008 Proposed Budget

Schedule A

In Millions
Preliminary | Proposed
Audited | Budget | Forecast Budget Budget
FY 2006 | FY 2007 | FY 2007 FY 2008 FY 2008
REVENUES:
Passenger Revenue
Bus, Trolley, and LRT 60.2 60.4 60.8 60.1 58.8
Senior Citizen Reimbursement 10.7 11.0 10.5 9.9 10.3
Access Program Service 12.3 12.5 12.0 12.8 12.8
Contract Service 3.9 4.1 4.1 4.5 4.5
Advertising 1.0 1.3 2.2 2.0 1.5
Interest Income 1.9 1.2 2.5 1.0 1.5
Other Income 1.1 0.9 1.1 0.7 0.7
Total Revenue 91.1 914 93.2 91.0 90.1
OPERATING ASSITANCE:
Local 23.2 25.0 26.2 25.0 25.0
State 73.6 75.0 75.0 75.0 75.0
Total Grants 96.8 100.0 101.2 100.0 100.0
AMOUNTS CAPITALIZED:
ISRP/Asset Maintenance/\VOH 46.1 47.8 49.8 48.5 48.5
Grants 15.2 15.4 15.0 15.1 15.1
Cost of Contracting 15.0 15.0 15.0 15.0 15.0
Preventative Maintenance 6.6 9.1 12.6 9.1 9.1
Supplemental Flex 45.0 32.0 32.0 0.0 0.0
Flex/Access to Jobs 4.4 5.4 5.0 2.7 2.7
Total Capitalizations 132.3 124.7 129.4 90.4 90.4
TOTAL REVENUES, GRANTS, &
CAPITALIZATIONS 320.2 316.1 323.8 281.4 280.5
EXPENSES:
Wages and Salaries 137.4 144.2 141.6 132.8 127.8
Employee Benefits 101.5 110.9 105.0 115.3 112.7
Materials and Supplies 34.9 41.5 36.8 35.3 36.3
Provisions for Injuries and Damages 2.6 3.4 2.5 3.3 3.3
Purchased Service 5.7 7.4 6.2 7.2 7.4
Utilities 8.1 8.9 8.2 9.0 8.8
Other Expense 3.1 4.2 3.6 3.9 3.5
Interest 1.5 1.8 1.7 1.0 1.0
Access 24.5 25.2 24.7 24.4 24.4
TOTAL GROSS EXPENSES 319.3 347.5 330.3 332.2 325.2
SURPLUS ( DEFICIT) 0.9 (31.4) (6.5) (50.8) (44.7)
New State and Local Funding - 31.4 0.0 0.0 0.0
BSG Utilization - 0.0 6.5 0.0 44.7
SURPLUS (DEFICIT) 0.9 0.0 0.0 (50.8) 0.0

Source: Port Authority of Allegheny County
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Benchmarking Analysis

Benchmarking is a well-established practice among public and private entities that are
interested in improving their performance. Benchmarking allows agencies to measure
their own performances against other similar agencies, assuming that similar types of
data are maintained to allow for meaningful comparisons. The benchmarking practice
also allows agencies to measure their own progress over time.

Transit agencies maintain considerable data that is required by the Federal government
in order to receive Federal funds. The data is stored in the National Transit Database, or
NTD. Part of the challenge is that transit agencies operate in different economic and
geographic environments with different policies and goals, making nationwide
comparisons of the systems sometimes misleading. This data used alone is never
sufficient without further explanation and analysis. Results of such efforts are best used
as a starting point for fully understanding the performance of a particular agency. This
information can also be presented to the industry and policy makers as comparative
information on how well their transit dollars are being utilized. It can also make transit
governing boards more accountable for the decisions they make and the priorities they
set. We have analyzed the information that was made available to us and presented it in
tables and schedules in order to determine how well the Port Authority is performing in
relation to similar agencies.
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Methodology

We chose 33 transit agencies to benchmark the Port Authority’s performance and to
determine how transit dollars are being utilized. The methodology used to select these 33
transit agencies included:

e Each of the agencies selected was included in the Top 50 Reporting Agencies for
2005, according to the National Transit Database.

e Each of the agencies was included within the 40 largest cities as defined by
Urbanized Metropolitan Area, according to the Federal census.

e All agencies operate buses as a significant part of their operations and are
primary agencies for the metropolitan area that they service.

These agencies were sorted based on the population of the service area. The Port
Authority of Allegheny County has been rated 21% out of the 33 agencies based on its
served population of 1,415,244,

We then narrowed our selection of these 33 agencies to 11 agencies that appeared to
be the most comparable to the Port Authority. See Table | for a list of the 12 agencies,
including Port Authority. We used the following attributes to identify those agencies
most comparable to the Port Authority. Agencies were scored in the following categories
with each category having equal weight:

Population of Service Area

Urbanized Metropolitan Area Population
Service Area in Square Miles

Annual Passenger Miles

Annual Vehicle Revenue Hours

Total Operating Expenses

Stable or Declining Population

Other Commonly Used Comparisons

N~ WNE

The criteria were then scored as follows:

For items 1 through 6, a point value was assigned. An agency received 5 points if it
was within 5% of the Port Authority’s value, 3 points if the agency was within 10% and 1
point if the agency was within 25%.

For item 7, we analyzed the change in population for the Pittsburgh region. An
agency was assigned 5 points if its population was within 5% of Pittsburgh for rate of
change. The agency received 3 points if its population range was within 10% and
received 1 point if its population range was within 25%.

For item 8, cities received 5 points if they were commonly identified by the Port
Authority and County Departments as good comparisons based on other social, political
and cultural factors.

The scores were then compiled out of a maximum score of 40. We excluded
metropolitan areas with multiple transit agencies which encounter different challenges
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and were not comparable to the Port Authority. The eleven agencies selected were the
highest scoring according to the above criteria.

The 11 agencies that appeared to be the most similar to the Port Authority include:

Southeastern Pennsylvania Transportation Authority (Philadelphia, PA)
Denver Regional Transportation District (Denver, CO)

Dallas Area Rapid Transit (Dallas, TX)

Maryland Transit Administration (Baltimore, MD)

Metro Transit (Minneapolis, MN)

Greater Cleveland Regional Transit Authority (Cleveland, OH)
Metropolitan Atlanta Rapid Transit Authority (Atlanta, GA)
Tri-County Metropolitan District of Oregon (Portland, OR)
Bi-State Development Agency (St. Louis, MO)

Milwaukee County Transit System (Milwaukee, WI)
Southwest Ohio Regional Transit Authority (Cincinnati, OH)
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Benchmarking Analysis

Sources of Funding

Table 11 represents the sources of funding received by each of the 12 agencies based
on their 2005 operating budget, including the Port Authority. Sources of funding are
detailed by local funds, state funds, federal assistance, fare revenues, and other funds.
Based on this information, our analysis shows:

The Port Authority receives 77% or approximately $237 million from government
agencies. This compares unfavorably to the 71% agency average. Only three
(Dallas, Portland and Cleveland) received greater governmental support.

The Port Authority receives 6% more than the average in local and state funds
combined. State funds make up 55% and local makes up 10% of the total
funding. Five other agencies have less local funding than the Port Authority and
only six receive equal or more state funding.

The Port Authority’s fare revenue as a percentage of total operating funds is 22%.
Based on fare revenue, the Port Authority ranks 6" out of the 12 agencies, with a
high of 37% (Southeastern Pennsylvania Transportation Authority) and a low of
10% (Dallas Area Rapid Transit).

The overall composition of the Port Authority’s funding is similar to the other
agencies selected.
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Benchmarking Analysis

Operating Expenses

Table 111 represents overall operating expenses for the 12 transit agencies based on
2005 information. Operating expenses are detailed by salaries, wages and benefits,
materials and supplies, purchased transportation, and other operating expenses. Tables
IV through X detail the salaries of the management of Port Authority. The positions
include the General Manager, Assistant General Manager of Engineering, Chief
Operations Officer, Chief Financial Officer, Chief Technology Officer, Assistant General
Manager of Human Resources, and the Assistant General Manager of Marketing. Tables
XI and XI1 detail the highest base pay for bus operators and bus maintenance personnel.
Tables X111 and XIV detail the highest base pay for light rail operators and light rail
maintenance personnel. Based on this information, our analysis shows:

e The Port Authority’s salaries (73%), materials and supplies (10%), purchased
transportation (10%) and other operating expenses (7%) as a percentage of total
operating expenses are on par with the averages of 71%, 10%, 10%, and 9%,
respectively.

e The Port Authority’s General Manager’s annual salary of $200,004 is higher by
$9,803 or 5% for other Agency Heads whose average salary is $190,201. The
Port Authority has the 5™ highest salary for the General Manager, out of all of
agencies surveyed. In comparison to the number of passenger trips, the Port
Authority ranks 8" out of the 11 agencies. When the agency salaries are adjusted
to the Pittsburgh cost of living index, the Port Authority has the 4™ highest salary
for the General Manager. The Port Authority’s General Manager’s salary is
$21,899 higher than the average salary of $178,105 when adjusted to the
Pittsburgh cost of living index.

e The Port Authority’s Assistant General Manager of Engineering’s annual salary
of $139,056 is higher by $17,262 or 14% for other similar positions whose
average salary is $121,794.  When the agency salaries are adjusted to the
Pittsburgh cost of living index, the Port Authority has the 2nd highest salary for
the Assistant General Manager of Engineering. The Port Authority’s Assistant
General Manager of Engineering’s salary is $23,791 higher than the average
salary of $115,265 when adjusted to the Pittsburgh cost of living index.

e The Port Authority’s Chief Operations Officer’s annual salary of $131,760 is
lower by $2,468 or 2% for other similar positions whose average salary is
$134,228. When the agency salaries are adjusted to the Pittsburgh cost of living
index, the Port Authority has the 6™ highest salary for the COO. The Port
Authority’s COQ’s salary is $5,466 higher than the average salary of $126,294
when adjusted to the Pittsburgh cost of living index.

e The Port Authority’s Chief Financial Officer’s annual salary of $122,616 is higher
by $6,967 or 6% for other similar positions whose average salary is $115,649.
The Port Authority has the 5™ highest salary for the CFO, out of the agencies
surveyed. The Port Authority’s CFO’s salary is $14,313 higher than the average
salary of $108,303 when adjusted to the Pittsburgh cost of living index.

e The Port Authority’s Chief Technology Officer’s annual salary of $120,516 is
higher by $11,682 or 11% for other similar positions whose average salary is
$108,834. The Port Authority has the 4™ highest salary for the CTO, out of the
agencies surveyed. The Port Authority’s CTO’s salary is $17,036 higher than the
average salary of $103,480 when adjusted to the Pittsburgh cost of living index.

12
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e The Port Authority’s Assistant General Manager of Human Resources annual
salary of $104,208 is lower by $3,431 or 3% for other similar positions whose
average salary is $107,639. When the agency salaries are adjusted to the
Pittsburgh cost of living index, the Port Authority has the 7" highest salary for
this position.  The Port Authority’s Assistant General Manager of Human
Resources salary is $3,454 higher than the average salary of $100,754 when
adjusted to the Pittsburgh cost of living index.

e The Port Authority’s Assistant General Manager of Marketing’s annual salary of
$96,216 is higher by $4,853 or 5% for other similar positions whose average
salary is $91,363. The Port Authority has the 4™ highest salary for this position
out of the agencies surveyed. The Port Authority’s Assistant General Manager of
Marketing’s salary is $10,439 higher than the average salary of $85,777 when
adjusted to the Pittsburgh cost of living index.

e The Port Authority’s annual base pay of $44,782 is higher by $3,539 or 9% for
bus operators whose average salary is $41,243. The Port Authority has the
second highest base pay for bus operators, of all agencies surveyed. Minneapolis,
Minnesota was the only agency with a higher base pay for bus operators. When
the agency salaries are adjusted to the Pittsburgh cost of living index, the Port
Authority’s bus operators earn $6,086 more than the average of $38,696.

e The Port Authority’s annual base pay of $45,822 is higher by $814 or 2% for bus
maintenance workers whose average salary is $45,008. The Port Authority has
the fourth highest base pay of all agencies compared. Three other agencies
including Cleveland, Philadelphia and Minneapolis exceeded the Port Authority’s
base pay rate for bus maintenance workers. When the agency salaries are
adjusted to the Pittsburgh cost of living index, the Port Authority’s bus
maintenance workers earn $3,564 more than the average of $42,258.

e Of the 12 agencies, nine agencies have light rail operators and maintenance.
However, only three agencies provided the salary information. The Port
Authority’s annual base pay for light rail operators was the highest among the
three agencies. The Port Authority’s annual base pay was $44,782 for operators,
$2,891 higher than the average salary of $41,891. When the agency salaries are
adjusted to the Pittsburgh cost of living index, the Port Authority’s light rail
operators earn $8,786 more than the average $35,996.

e The Port Authority’s annual base pay for light rail maintenance was the second
highest out of the three agencies. The Port Authority’s annual base pay was
$47,403 for light rail maintenance, $1,615 higher than the average salary of
$45,788. When the agency salaries are adjusted to the Pittsburgh cost of living
index, the Port Authority’s light rail maintenance personnel earn $8,184 more
than the average of $39,2109.

e Throughout 2006 the Port Authority had 1,082 bus and 74 light rail full time
operators. There were an additional 414 operators who earned less than $40,000.
These operators’ annual earnings for 2006 are as follows:

Bus Light Rail
Earnings Between: # of Employees # of Employees
$40,000 - $49,999 422 (39%) 22 (30%)
$50,000 - $59,999 506 (47%) 33 (45%)
$60,000 - $69,999 101 (9%) 14 (19%)
$70,000 - $79,999 46 (4%) 4 (5%)
$80,000 - $94,500 7 (1%) 1(1%)

13



Benchmarking Analysis

The extra income was comprised primarily of overtime pay. The amount of
overtime pay for 2006 was $2.1 million which constitutes 3% of the total
operators’ salary expense.

The chart below summarizes the salaries of the Port Authority compared with
the average of the peer agencies with and without the cost of living index adjusted

for Pittsburgh.
Average Average
Port without Adjusted
Authority CLI for CLIin

Actual | Adjustment | Difference | Pittsburgh | Difference

Agency Head | $200,004 $190,201 $9,803 | $178,105 $21,899

Engineering
Dept. Head 139,056 121,794 17,262 115,265 23,791

Operations
Dept. Head 131,760 134,228 (2,468) 126,294 5,466

Financial
Dept. Head 122,616 115,649 6,967 108,303 14,313

Technology
Dept. Head 120,516 108,834 11,682 103,480 17,036

Human
Resources
Dept. Head 104,208 107,639 (3,431) 100,754 3,454

Marketing
Dept. Head 96,216 91,363 4,853 85,777 10,439

Total
Management 914,376 869,708 44,668 817,978 96,398

Light Rail

Maintenance 47,403 45,788 1,615 39,219 8,184
Bus

Maintenance 45,822 45,008 814 42,258 3,564
Bus

Operators 44,782 41,243 3,539 38,696 6,086
Light Rail

Operators 44 782 41,891 2,891 35,996 8,786
Total Non-

Management 182,789 173,930 8,859 156,169 26,620

TOTAL $1,097,165 | $1,043,638 $53,527 | $974,147 | $123,018

Source: 2006 American Public Transportation Association Management Compensation Report

14
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Salaries of Transit Agency Heads Table IV

Annual Salary

$0 $50,000 $100,000 $150,000 $200,000 $250,000
Denver, CO (RTD) $236,855
General Manager Pittsburgh CLI = $221,517
St. Louis, MO (METRO) $225.000
President/CEO Pittsburgh CLI = $238,142
Dallas, TX (DART) $220,375
President/Executive Director Pittsburgh CLI = $224,085
Portland, OR (TriMet) $218,345
General Manager Pittsburgh CLI = $177,470
P : : . .
o . . . '
c ' ' ' '
Q .
()] Pittsburgh, PA (PAT) $200.004
<cty) General Manager/CEO '
£ : : : :
b . . . .
o . . .
o Philadelphia, PA (SEPTA) $195,000 .
QG:J General Manager Pittsburgh CLI = $149,464 .
u : : : :
o] . . . .
o . . . :
.E Cleveland, OH (GCRTA) $191,770 .
- GM/Secretary-Treasurer Pittsburgh CLI = $184,693 :
C ]
@ : : : :
8 . . . :
= $190,201 !
o '
s Average Pittsburgh CLI = $178,105 ;
@] . . X :
— . . . .
Atlanta, GA (MARTA) $190,000 :
General Manager/CEO Pittsburgh CLI = $186,944
Baltimore, MD (MTA) $174,580 :
Administrator Pittsburgh CLI = $139,629 '
Minneapolis, MN (Metro) $130,000 : .
General Manager Pittsburgh CLI = $123,959 : :
Cincinnati, OH (SORTA) $110,278 E E
General Manager Pittsburgh CLI = $113,250 ; :

Source: 2006 American Public Transportation Association Management Compensation Report
*Milwaukee did not provide actual salary or salary range
CLI = Cost of Living Index 16



Location and Title of Reporting Agency

Source: 2006 American Public Transportation Association Management Compensation Report

Salaries of Engineering Department Heads

$0

$40,000 $80,000

Annual Salary

Table V

$160,000

St. Louis, MO (METRO)
Senior VP, Engineering

$147,754
Pittsburgh CLI = $156,385

Pittsburgh, PA (PAT)
Asst. GM, Engineering

$139,056

Philadelphia, PA (SEPTA)
Chief Engineer

$136,058
Pittsburgh CLI = $104,286

Denver, CO (RTD)
Senior Mgr., Engineering

$131,782
Pittsburgh CLI = $123,249

Average

$121,794

Pittsburgh CLI = $115,265

Cleveland, OH (GCRTA)
Deputy GM, Eng. & PM

$123,717
Pittsburgh CLI = $119,152

Atlanta, GA (MARTA)
Asst. GM, Eng. & Tech.

$120,000
Pittsburgh CLI = $118,070

Dallas, TX (DART)
Asst. VP, Project Engineering

$115,141
Pittsburgh CLI = $117,080

Baltimore, MD (MTA)
Dir., Office of Engineering

Pittsburgh CLI = $73,064

$91,352

Minneapolis, MN (Metro)
Dir., Engineering & Facil.

Pittsburgh CLI = $87,045

$91,287

**Portland, OR, Milwaukee, WI, and Cincinnati, OH do not fill this position
CLI = Cost of Living Index

17



Salaries of Operations Department Heads

$0

Annual Salary

$50,000

$100,000

$150,000

Table VI

$200,000

Dallas, TX (DART)
Executive VP, Operations

$180,124
Pittsburgh CLI = $183,156

Portland, OR (TriMet)
Exec. Director, Operations

$159,191

Pittsburgh CLI = $129,390

Cleveland, OH (GCRTA)
Deputy GM, Operations

$150,325

Pittsburgh CLI = $144,778

Denver, CO (RTD)
Asst. GM, Bus Operations

$144,760

Pittsburgh CLI = $135,386

Atlanta, GA (MARTA)
Assistant GM, Operations

$136,500
Pittsburgh CLI = $134,304

Average

$134,228
Pittsburgh CLI = $126,294

Pittsburgh, PA (PAT) $131.760
Chief Operations Officer !

Philadelphia, PA (SEPTA)
Chief Bus Oper. Officer

$130,572
Pittsburgh CLI = $100,081

Location and Title of Reporting Agency

Minneapolis, MN (Metro)
Chief Oper. Offic. Bus & Rail

$124,801

Pittsburgh CLI = $119,002

Milwaukee, WI (MCTS)
VP & Dir. of Operations

$118,163

Pittsburgh CLI = $112,751

St. Louis, MO (METRO)
Senior VP, Transit Oper.

$118,125

Pittsburgh CLI = $125,025

Cincinnati, OH (SORTA)
Asst. GM, Operations

$118,026

Pittsburgh CLI = $121,206

Baltimore, MD (MTA)
Deputy Admin., Transit Oper.

$98,385

Pittsburgh CLI = $78,688

Source: 2006 American Public Transportation Association Manage

CLI = Cost of Living Index

18
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Salaries of Financial Department Heads

$0

Dallas, TX (DART)
Chief Financial Officer

Portland, OR (TriMet)
Executive Director, Finance

Cleveland, OH (GCRTA)

Deputy GM, Finance & Admin.

Location and Title of Reporting Agency

Atlanta, GA (MARTA)

Assistant GM, Finance

Pittsburgh, PA (PAT)
Chief Financial Officer

St. Louis, MO (METRO)
Senior VP/CFO

Average

Denver, CO (RTD)
Senior Manager, Finance

Philadelphia, PA (SEPTA)
Senior Dir. Finance & Admin.

Milwaukee, WI (MCTS)
Director of Finance

Minneapolis, MN (Metro)
Director of Finance

Baltimore, MD (MTA)

Dep. Admin., Finance & Admin.

Source: 2006 American Public Transportation Association Management Compensation Report

$40,000

Annual Salary
$80,000

$120,000

Table VII

$160,000

$145,302
Pittsburgh CLI = $147,748

$137,587
Pittsburgh CLI = $111,830

$129,856
Pittsburgh CLI = $125,064

$124,800

Pittsburgh CLI = $122,793

$122,616

$117,000

Pittsburgh CLI = $123,834

$115,649

Pittsburgh CLI = $108,303

$107,394

Pittsburgh CLI = $100,439

$102,206

Pittsburgh CLI = $78,339

$101,118

Pittsburgh CLI = $96,487

Pittsburgh CLI = $91,890

$96,368

Pittsburgh

$87,888

CLI = $70,293

**Cincinnati does not fill this position

CLl =

Cost of Living Index

19



Salaries of Technology Department Heads rable VI

Annual Salary

Location and Title of Reporting Agency

Philadelphia, PA (SEPTA)
Dir. MIS & CIO

St. Louis, MO (METRO)
Vice President, CIO

Dallas, TX (DART) '
Assistant VP, Info. Systems

Pittsburgh, PA (PAT)
c1o'

Average

Portland, OR (TriMet)
Mgr. IT Strategic Plan & Res.

Atlanta, GA (MARTA
Exec. Dir. Tech./CIO

Denver, CO (RTD),
Sr. Manager, Info. Tech.

Cincinnati, OH (SORTA)
Manager, MIS

Cleveland, OH (GCRTA)
Dir. of Info. Systems

Milwaukee, WI (MCTS)
Director of MIS

$0 $20,000  $40,000 $60,000 $80,000 $100,000 $120,000 $140,000

$124,826
Pittsburgh CLI = $95,677

$122,173
Pittsburgh CLI = $129,309

$121,984
Pittsburgh CLI = $124,038

$108,834
Pittsburgh CLI = $103,480

$107,122
Pittsburgh CLI = $87,068

$105,000

Pittsburgh CLI = $103,311

$101,985

Pittsburgh CLI = $95,381

$95,713

Pittsburgh CLI = $98,292

$94,877

Pittsburgh CLI = $91,376

$94,147

Pittsburgh CLI = $89,835

Source: 2006 American Public Transportation Association Management Compensation Report
*Minneapolis, MN and Baltimore, MD do not fill this position
CLI = Cost of Living Index 20



Location and Title of Reporting Agency

Source: 2006 American Public Transportation Association Management Compensation Report

Salaries of Human Resource Department Heads

Annual Salary

$0 $40,000 $80,000

Philadelphia, PA (SEPTA)
Asst. GM, Human Resources

Dallas, TX (DART)
VP, Human Resources

Atlanta, GA (MARTA)
Asst. GM, HR & Admin.

Portland, OR (TriMet)
Director, Human Resources

Minneapolis, MN (Metro)
Director, Human Resources

Cleveland, OH (GCRTA)
Deputy General Manager

Average

Pittsburgh, PA (PAT)
Asst. GM, Human Resources

St. Louis, MO (METRO)
VP, Human Resources

Cincinnati, OH (SORTA)
Director, Human Resources

Denver, CO (RTD)
Sr. Manager, Human
Resources

Milwaukee, WI (MCTS)
Director, Human Resources

Baltimore, MD (MTA)
Manager, Human Resources

CLI = Cost of Living Index

$120,000

Table IX

$160,000

$148,538
Pittsburgh CLI = $113,852

$124,133
Pittsburgh CLI = $126,223

$119,999
Pittsburgh CLI = $118,069

$117,055
Pittsburgh CLI = $95,142

$110,000
Pittsburgh CLI = $104,889

$108,360
Pittsburgh CLI = $104,362

$107,639
Pittsburgh CLI = $100,754

$104,208

$101,000
Pittsburgh CLI = $106,900

$97,477
Pittsburgh CLI = $100,104

$92,740
Pittsburgh CLI = $86,735

$91,118
Pittsburgh CLI = $86,945

$77,039
Pittsburgh CLI = $61,616

21



: : |
Salaries of Marketing Department Heads rable X

Annual Salary
$60,000 $80,000

$0 $20,000

$40,000 $100,000 $120,000

$110,031
Pittsburgh CLI = $89,433

Portland, OR (TriMet)
Director, Marketing

$101,488
Pittsburgh CLI = $96,840

Milwaukee, WI (MCTS)
Director, Marketing

$97,911
Pittsburgh CLI = $94,298

Cleveland, OH (GCRTA)
Dir. Marketing & Comm.

Pittsburgh, PA (PAT) $96.216
Asst. GM, Marketing '

Dallas, TX (DART)
Asst. VP, Mark. & Adv.

$95,790
Pittsburgh CLI = $97,403

$95,000
Pittsburgh CLI = $93,472

Atlanta, GA (MARTA
Dir. Marketing & Sales

$91,363

Average

Location and Title of Reporting Agency

Cincinnati, OH (SORTA)
Dir. Comm. & Marketing

Denver, CO (RTD)
Sr. Manager, Marketing

Philadelphia, PA (SEPTA)
Dir., Marketing & Adv.

Minneapolis, MN (Metro)

Director, Marketing

Baltimore, MD (MTA)

Dir., Transit Communications

St. Louis, MO (METRO)
Dir., Sales & Marketing

Pittsburgh CLI = $85,777

$90,151

Pittsburgh CLI = $92,581

$89,735

Pittsburgh CLI = $83,924

$85,150

Pittsburgh CLI = $65,266

$80,800
Pittsburgh CLI = $77,046

$78,285
Pittsburgh CLI = $62,613

$75,800
Pittsburgh CLI = $80,228

Source: 2006 American Public Transportation Association Management Compensation Report
CLI = Cost of Living Index
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Highest Base Pay for Bus Operators

Annual Salary
$0 $10,000 $20,000 $30,000

$40,000

Table Xl

$50,000

$46,030

Minneapolis, MN (Metro) Pittsburgh CLI = $43,891

$44,699

Philadelphia, PA (SEPTA) Pittsburgh CLI = $34,261

$44,158

Cleveland, OH (GCRTA) Pittsburgh CLI = $42,528

$42,120

Portland, OR (TriMet) Pittsburgh CLI = $34,235

$41,725

Milwaukee, Wi (MCTS) Pittsburgh CLI = $39,814

$41,267

Cincinnati, OH (SORTA) Pittsburgh CLI = $42,378

$41,243

Average Pittsburgh CLI = $38,696

Location of Reporting Agency

$41,038

St. Louis, MO (METRO) Pittsburgh CLI = $43,435

$38,376

Baltimore, MD (MTA) Pittsburgh CLI = $30,693

$37,544

Denver, CO (RTD) Pittsburgh CLI = $35,113

$37,253

Dallas, TX (DART) Pittsburgh CLI = $37,880

$35,922

Altanta, GA (MARTA) Pittsburgh CLI = $35,344

Source: American Public Transportation Association - First Quarter 2007 Wage Survey

CLI = Cost of Living Index 23



Highest Base Pay Salary for Bus Maintenance rable Xl

Personnel
Annual Salary
$0 $10,000 $20,000 $30,000 $40,000 $50,000 $60,000
$53,581

Cleveland, OH (GCRTA) Pittsburgh CLI = $51,604

$50,877
Pittsburgh CLI = $38,996

Philadelphia, PA (SEPTA)

$50,107
Pittsburgh CLI = $47,779

$45,008
Pittsburgh CLI = $42,258

Minneapolis, MN (Metro)

Average

$44,574
Pittsburgh CLI = $47,177

st. Louis, MO (METRO)

$44,533
Pittsburgh CLI = $42,493

Milwaukee, WI (MCTS)

$43,930
Pittsburgh CLI = $45,114

Cincinnati, OH (SORTA)

Location of Reporting Agency

$43,576

Dallas, TX (DART) Pittsburgh CLI = $44,310

$43,493
Pittsburgh CLI = $35,351

Portland, OR (TriMet)

$41,808
Pittsburgh CLI = $39,101

Denver, CO (RTD)

$39,083
Pittsburgh CLI = $31,259

Baltimore, MD (MTA)

$38,709
Pittsburgh CLI = $38,086

Altanta, GA (MARTA)

Source: American Public Transportation Association - First Quarter 2007 Wage Survey
CLI = Cost of Living Index 24



Highest Base Pay for Light Rail Operators

Pitisburgh, PA (PAT)

Philadelphia, PA {SEPTA)

Averages

Location of Reporting Agency

Baltimore, MD (MTA]

$0 $10,000

Annual Salary

$20.000 $30,

000 $40.000

i Il

Table Xl

$50.000

I

$44.699

Pittsburgh CLI = $34,261

$4I 89!

Pmsburgh Cli= $35 996 '

$34.192
Pittsburgh CLI = $28,944

Table XIV

Highest Base Pay for Light Rail Maintenance Personnel

$0

Philadelphia, PA [SEPTA)

Pittsburgh, PA [PAT)

Averages

Location of Reporting *Agency

Baltimore, MD (MTA)

$10.000

Annual Salary

$20,000  $30.000

$40.000  $50,000

i

$60,000

$50.877

Pittsburgh CLI = $38,994

$45 788

e Piﬁsburgh cli= $39 2;9

$39.083
Pittsburgh CLI =

$31.258

Source: American Public Transportation Association - First Quarter 2007 Wage Survey

CU = Cost of Living Index
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Benchmarking Analysis

Cost Per Vehicle Revenue Hour
Buses and Light Rail

Tables XV and XVI illustrate the difference in cost per vehicle revenue hour for the
12 agencies. The cost per vehicle revenue hour is an important measurement by which
the operational service costs are compared to other agencies.

The Port Authority’s hourly operational cost for bus service ranks the third highest out
of the 12 agencies. Its $109.88 cost per vehicle hour is $11.75 or 12% more than the
$98.13 transit sample average. In 2005, the Port Authority reported 2,129,531 annual
vehicle revenue hours. If the Port Authority had operated at the bus service average of
$98.13, it could have realized a cost savings of approximately $25,021,989.

The Port Authority’s cost per revenue hour analysis of the light rail system was even
more extreme. The cost per vehicle revenue hour for light rail for the Port Authority was
$286.60, or $63.49 greater than the $223.11 agency average. This 28% variance ranks
the Port Authority the second highest out of the 9 agencies reviewed, with Baltimore,
Maryland exceeding the Port Authority. The Port Authority reported 137,793 annual
vehicle revenue hours for light rail service. If the Port Authority had operated at the light
rail service average of $223.11, it could have realized a cost savings of approximately
$8,748,478.

26



Cost per Vehicle Revenue Hour - Bus

$0

$20

Cost in Dollars
$40 $60 $80

$100

Table XV

$120

$140

Baltimore, MD (MTA)

$118.88

Philadelphia, PA (SEPTA)

$112.86

Pittsburgh, PA (PAT) $109.88

Portland, OR (TriMet)

$107.28

Minneapolis, MN (Metro)

$99.83

Average

$98.13

Dallas, TX (DART)

$95.18

Cleveland, OH (GCRTA)

$93.12

Location of Reporting Agency

Atlanta, GA (MARTA)

$91.91

Milwaukee, WI (MCTS)

$91.00

Denver, CO (RTD)

$90.67

st. Louis, MO (METRO)

$85.45

Cincinnati, OH (SORTA)

$81.45

Source: 2005 National Transit Database
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Cost per Vehicle Revenue Hour - Light Rail 2> ¢ X

Cost in Dollars

$0 $75 $150 $225 $300 $375 $450
Baltimore, MD (MTA) $404.34
Pittsburgh, PA (PAT) $286.60
Dallas, TX (DART) $285.87
a St. Louis, MO (METRO) $244.72
c
O]
o)
<
(@)}
£ Average $223.11
s)
Q
Q
o
©
S Cleveland, OH (GCRTA) $197.67
T
O
o]
—
Minneapolis, MN (Metro) $165.22
Portland, OR (TriMet) $162.59
Philadelphia, PA (SEPTA) $135.80
Denver, CO (RTD) $125.17

Source: 2005 National Transit Database 28



Benchmarking Analysis

Cost Per Rider
Buses and Light Rail

Tables XVII and XVI1II represent the cost per rider compared to the average based on
each of the 12 agencies. This information is analyzed as it relates to operating expenses
per unlinked passenger trips for both bus service and light rail service. Unlinked
passenger trips are the number of passengers who board public transportation vehicles per
year. Passengers are counted each time they board the vehicle no matter how many
vehicles they use to travel from their origin to their destination. There are 3 agencies
which do not have light rail service and have been excluded from the cost per rider
analysis for light rail. The cost per rider measures the costs to service a passenger for one
trip by mass transit. This information displays how effective transit agencies are
compared to their peers.

At a cost per rider rate of $3.96, the Port Authority ranks the highest out of the 12
agencies reviewed. This represents a $.94 or 31% greater cost than the $3.02 average.
During this time period, the Port Authority reported 59,106,947 unlinked passenger trips.
If the Port Authority had operated at the $3.02 cost per rider agency average, it could
have realized a cost savings of approximately $55,560,530.

The Port Authority’s light rail system cost per rider ranks the second highest out of 9
agencies reviewed. The Port Authority had a cost per rider rate of $5.60 for light rail.
This reflects an additional $2.06 more than the agency light rail average of $3.54. Only
Baltimore, Maryland has a higher cost at $6.99 for light rail. The Port Authority reported
7,047,118 unlinked passenger trips during this time period. If the Port Authority had
operated at the light rail cost per rider average of $2.06, it could have realized a cost
savings of approximately $14,517,063 for light rail.

29



$0.00  $0.50

Cost per Rider - Bus

Cost in Dollars

$1.00 $1.50 $2.00

Pittsburgh, PA (PAT) $3.96

$2.50

$3.00

Table XVII

$3.50

Dallas, TX (DART)

$3.80

st. Louis, MO (METRO)

$3.55

Minneapolis, MN (Metro)

$3.25

Denver, CO (RTD)

$3.20

Average

$3.02

Cleveland, OH (GCRTA)

$2.98

Baltimore, MD (MTA)

$2.94

Location of Reporting Agency

Portland, OR (TriMet)

$2.92

Cincinnati, OH (SORTA)

$2.61

Milwaukee, WI (MCTS)

$2.44

Altanta, GA (MARTA)

$2.33

Philadelphia, PA (SEPTA)

$2.30

$4.00

Source: 2005 National Transit Database
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Cost per Rider - nght Rail Table XVIlI

Cost in Dollars
$0.00 $1.00 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00

Baltimore, MD (MTA) $6.99
Pittsburgh, PA (PAT) $5.60
Cleveland, OH (GCRTA) $4.07
Dallas, TX (DART) $3.96
>
@)
c
)
(@)
< Average $3.54
(@)
£
)
5]
o St. Louis, MO (METRO) $2.70
IS
c
9
g
9 Denver, CO (RTD) $2.57
Minneapolis, MN (Metro) $2.11
Portland, OR (TriMet) $1.94
Philadelphia, PA (SEPTA) $1.89

Source: 2005 National Transit Database 31



Benchmarking Analysis

Riders Per Vehicle Revenue Hour
Buses and Light Rails

Tables XIX and XX represent the riders per vehicle hour for buses and light rails for
the 12 agencies. The riders per hour analysis identifies the number of riders that are
using mass transit every hour a bus is in service. The results allow transit authorities to
assess the effectiveness of the current transit service in attracting ridership compared to
similar peer agencies.

The Port Authority has 28 riders per bus revenue hour which ties it for 9" among the
12 agencies with the least ridership. This represents 5 or 18% fewer riders than the
agency average of 33 riders. Throughout this time period, the Port Authority reported
2,129,531 annual vehicle revenue hours. If the Port Authority had matched the agency
average of 33 riders per vehicle revenue hour instead of its current ridership of 28, and
maintained its current level of fare revenue intake, the Port Authority could have realized
approximately $10 million in additional revenue.

The Port Authority has 51 riders per light rail revenue hour which ranks it 7" among
the 9 agencies reviewed. This represents 16 or 31% fewer riders than the agency average
of 67. The Port Authority’s light rail service reported 137,793 annual light rail revenue
hours for 2005. If the Port Authority had achieved the light rail average of 67 riders per
vehicle revenue hour instead of its current ridership of 51, and maintained its current
level of fare revenue intake, the Port Authority could have realized approximately $1.9
million in additional revenue.
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Riders per Vehicle Revenue Hour - Bus

20

Number of Riders
30 40

50

Table XIX

60

Philadelphia, PA (SEPTA)

49

Baltimore, MD (MTA)

40

Atlanta, GA (MARTA)

40

Milwaukee, WI (MCTS)

37

Portland, OR (TriMet)

37

Average

33

Cleveland, OH (GCRTA)

31

Cincinnati, OH (SORTA)

31

Location of Reporting Agency

Minneapolis, MN (Metro)

31

Denver, CO (RTD)

28

Dallas, TX (DART)

25

st. Louis, MO (METRO)

24

Source: 2005 National Transit Database
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Riders per Vehicle Revenue Hour - Light Rail

Number of Riders

Table XX
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Philadelphia, PA (SEPTA)
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91
84
78
72
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Location of Reporting Agency

Baltimore, MD (MTA)

Denver, CO (RTD)

49

Cleveland, OH (GCRTA)

49

Source: 2005 National Transit Database
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Benchmarking Analysis

Optimal Bus Service Coverage

Table XXI details the number of vehicles operated in a maximum service area
compared to the agency average. Our review included an analysis of the number of buses
to the number of people serviced. The Port Authority services approximately 1,420
people per bus. This is significantly less than the agency average of 2,635 people per bus
due to the number of buses that the Port Authority utilizes. This represents a difference
of 1,215 riders per bus or 46%. Based on the averages presented in this table, if the Port
Authority was performing at an average level, it should require 460 fewer buses to
deliver the same level of service.

Our review also included an analysis of the number of buses compared to the square
miles served. The Port Authority services 0.78 square miles per bus, which is
significantly (34%) lower than the average of 1.19 square miles per bus for the other
transit agencies. Based on the averages presented, if the Port Authority was performing
at an average level, it should require 348 fewer buses to deliver the same level of service.
Regardless of whether one subscribes to the population served or square miles covered
methodologies, there are clearly cost savings to be realized.
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Benchmarking Analysis

Five Year Performance Trend Analysis

Table XXII details a trend analysis of the Port Authority from 2001 through 2005.
Significant findings include:

Operating expenses increased from $258,140,987 in 2001 to $304,909,705 in
2005 for an 18% increase. This increase is greater than the rate of inflation which
increased 13% during this period.

There was a 15% increase in salaries, wages and benefits from 2001 to 2005.
There was a 281% increase in “Other” operating expenditures which increased
from $5,629,222 in 2001 to $21,434,470 in 2005.

For buses, the cost per vehicle revenue hour increased 25%, and the cost per
unlinked passenger trip increased 32% while ridership decreased by 5%.

For light rail, the cost per vehicle revenue hour increased 23% and the cost per
unlinked passenger trip increased 44% while ridership decreased by 14%.
Although ridership continued to decrease, the Port Authority increased the
amount of buses operating at maximum service from 828 to 997 in 2004.

Table XXI11 compares the performance trends of the Port Authority to the rest of the
benchmarked organizations, and the overall averages. Significant findings include:

Salaries, wages, and benefits increased by 15%, compared to an average of 16%.
“Other Operating Expenses” increased by 281%, compared to an average of 29%.
Total Operating Expenses increased by 18%, compared to an average of 17%.

Bus Vehicles in Maximum Service increased by 18%, compared to an average
decrease of 4%.

Bus Operating Expense per Vehicle Revenue Hour increased by 25%, compared
to an average of 11%.

Bus Operating Expense per Unlinked Passenger Trip increased by 32%, compared
to an average of 18%.

Light Rail Unlinked Passenger Trips per Vehicle Revenue Hour decreased by
14%, compared to an average decrease of 10%.

Differences are often more pronounced and unfavorable when Pittsburgh is
benchmarked against the closest cities based on geographic distance (e.g.
Cleveland and Cincinnati).
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Benchmarking Analysis

Estimated Opportunities for Cost Savings and Revenue Gains

Overall, if the Port Authority’s performance metrics matched the average for all
benchmarked agencies, the following could be achieved:

Performance Metric Port Average | Cost Savings | Additional
Authority Revenue

Cost per Bus Revenue | $109.88 $98.13 $25,021,989 $0
Hour

Cost per Light Rail | $286.60 $223.11 $8,748,478 $0
Revenue Hour

Cost per Bus Rider $3.96 $3.02 $55,560,530 $0

Cost per Light Rail Rider | $5.60 $3.54 $14,517,063 $0

Bus riders per vehicle

revenue hour 28 riders 33riders | $0 $9,786,666
Light rail riders per

vehicle revenue hour 51 riders 67 riders | $0 $1,918,079
Population Served per | 1,420 2,635 $107,963,136 | $0

Bus

Square Miles Covered | 0.78 sq. | 1.19  sq. | $81,676,460 $0
per Bus miles miles

The metrics shown above illustrate some of the significant opportunities for cost savings
and revenue gains through better management of the Port Authority’s operations.

Recommendations:

This analysis shows that the Port Authority significantly underperforms when compared
to other transit authorities in comparable cities.

Furthermore, the trend analysis shows that the gap between the Port Authority and the
other benchmarked organizations is getting wider, not narrower.

Clearly, major change is needed at the Port Authority, and it is needed immediately.
We recommend that the Board of Directors and the Management of the Port Authority:

1. Set a near-term goal of improving operational performance to at least meet if not
exceed the average performance of the benchmarked agencies, based on
performance metrics including the ones listed above. In the longer term, work to
maximize performance based on established metrics.

2. Link management compensation and incentives to improving the Port Authority’s
operational performance based on established performance metrics.
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Benchmarking Analysis

3. Study the operations of the other benchmarked agencies to determine how they
are able to achieve better performance and how the Port Authority might apply
some of these practices to improve its own results.

4. Request that the Allegheny County Controller’s Office update and republish this
benchmark study annually to assess the Port Authority’s progress in achieving its
performance goals.

5. Conduct a comprehensive, ground-up review of its operations, including service
delivery philosophy, route planning, equipment needs, opportunities to work with
private transit firms, and all other factors that go into running a transit system.
Embrace new and externally-submitted ideas in order to find ways of achieving
much better performance.

6. Adopt a “Cut waste and inefficiency first, cut service last” philosophy and
approach.

7. Seek out and work with experts in relevant fields such as computer modeling and
simulation and operations research. These disciplines, among others, can help the
Port Authority to better plan, design, and manage its route system and operations.
This expertise is available at local colleges and universities (e.g. Carnegie-Mellon
and the University of Pittsburgh).
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Analytical Review

Analytical Review of the Port Authority’s
Operating Budget and Year End Results

Analytical reviews involve a comparison of detail balances or statistical data on a year
to year basis in an effort to substantiate reasonableness without systematic examination of
the transactions comprising the account balances. A well performed analytical review
not only benefits the examination by providing an understanding of the Port Authority’s
operations, but it also highlights matters of interest and potential problem situations
which, if detected early, might avert more serious problems.

Budget to Year End Results

We compared the Port Authority’s budgeted amounts to the audited revenues and
expenses for fiscal years 2001 through 2006. Schedule B on pages 48 and 49 shows the
comparative information. Although there were variances between the budget and actual
amounts in various categories each year, we focused on the items where there were
significant variances over the entire period reviewed. The summary below details these
variances.

Revenues

e In general, operating revenues were always less than budget. Operating subsidies,
except for 2001 and 2002 were less than budgeted each year.

e Actual interest income varied from the budget each year. The large fluctuation
between budget and actual in 2001 and 2002 is due to the fact that all interest
earned for the year was recorded under the amount for operating income,
however, only the operating portion was included in the budget amount.
Beginning in fiscal year 2003, the actual operating interest was reported
separately. The variance in 2005 was due to a change in the expected amount of
cash on hand available to earn the interest. This available cash on hand was due
to the selling of an option on refunding outstanding Series 2001 bonds with
variable rate bonds in 2004. This transaction, also referred to as a Swaption,
allowed the Port Authority to receive an upfront net benefit of $9.5 million after
expenses. In 2006 it was a combination of unexpected cash on hand and the fact
that the swaption interest was not budgeted for. Throughout these periods there
also was an increase in short-term rates of return on investments.

EXxpenses

e In only two of the six years covered did the Port Authority spend more than
budgeted for wages and salaries and employee benefits.

e The actual amount for provisions for injuries and damages shows a significant
variance from the budget every year. The budget is set to a conservative number
and actual savings have been realized due to effective management of costs
related to workers compensation claims and injury and litigated settlements.

e In four of the six years expenditures for purchased services exceeded budget. In
one other year budget and expenditures matched. In that year, the budget was
never formally approved. Utilities were consistently over budgeted.
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Analytical Review

e There is a consistent difference between the budget and actual amounts for other
expenses. The differences are due to audit adjustments for the inclusion of capital
costs related to Small Transit Vehicle repairs; pass thru expenses, miscellaneous
expenses, and other expenses that are not included in the budgeted amount.

e In 2006, a line item called “cost savings needed” totaling $19 million was
included under budgeted Employee Benefits. This is the amount of assumed
savings in employee benefits projected as part of a new collective bargaining
agreement with the Amalgamated Transit Union. This line item amount was
plugged to pass a “balanced budget” when the budget for the year was predicted
to have a shortfall. However, a review of employee benefits for 2006 revealed
healthcare alone increased $9.1 million.

e In 2005, the preliminary budget presented to the Board included a $30 million
deficit. The Board chose not to pass a budget but to operate under a continued
spending resolution. By year end, the budget was balanced due to supplemental
flex funding received from the State and the Board had never formally adopted
the budget.

Recommendations:

Based on our review, we recommend that the Port Authority:
1. Review its accounting procedures and standards to allow for a more consistent
treatment of revenues and expenses from year to year.
2. Define processes to more effectively budget for items that can reasonably be
known or estimated during the budgeting process.

Comparative Year End Results
We also compared the Port Authority’s audited expenses for each fiscal year from
2001 through 2006. The chart below shows a high level summary of this information.

Since these high level categories are made up of numerous line items, we presented the
significant changes in the detail below.

Actual Expenses for 2001 through 2006

Average

Annual Change
In Thousands 2001 2002 2003 2004 2005 2006 Change 2001-2006
Wages & Salaries 131,051 135,988 131,572 137,773 138,102 137,373 1,264 6,322 5%
Employee Benefits 60,767 66,045 64,010 70,808 83,221 101,458 8,138 40,691 67%
Materials & Supplies 28,718 28,351 25,125 26,445 29,885 34,980 1,252 6,262 22%
Access Service 23,827 23,157 22,564 22,797 23,446 24,511 137 684 3%
Provision for Injuries
& Damages 3,132 2,950 2,681 1,614 3,099 2,638 (99) (494) -16%
Utilities 7,015 6,612 5,934 6,056 6,912 8,106 218 1,091 16%
Purchased Services 6,195 6,870 7,297 6,396 5,862 8,320 425 2,125 34%
Other Expenses 5,386 7,971 7,453 9,041 12,431 11,527 1,228 6,141 114%
Total Expenses 266,091 277,944 266,636 280,930 302,958 328,913 12,563 62,822 24%

Source: The Port Authority Adjusted Trial Balance
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Employee Benefits

The annual required pension contribution varies between years with substantial
increases from 2005 to 2006. Of the $60.6 million paid for 2006 healthcare,
$25.8 million or 43% was for retirees. The Port Authority’s contributions to the
Local 85 pension fund were significantly less than the required contribution for
the fiscal years 2001 through 2005 due to the fact that the pension had excess
assets. Excess assets occur when the actuarial value of plan assets exceeds the
accrued liability of the plan. The Port Authority utilized excess assets of the plan
to satisfy its required contribution to the plan for these years. As of December
2004, the excess assets were exhausted and the accrued liability now exceeded the
actuarial value of plan assets and the unfunded accrued liability amounted to $2.3
million. In fiscal year 2006, the Port Authority was required to make its annual
contribution to the Local 85 pension plan in addition to the payments to amortize
the unfunded accrued liability.

Change
In Thousands 2001 2002 2003 2004 2005 2006 2001-2006
Local 85 2 (57 (32) 200 2 8,302 8,300
Non-represented - 1,271 1,778 2978 2,930 3,455 3,455
IBEW - 2 1 213 199 343 343
TOTAL 2 1216 1,747 3,391 3,131 12,100 12,098

Source: The Port Authority Adjusted Trial Balance

Healthcare has been on a steady increase due to increasing premiums over the
years. After the healthcare provider contract expired in 2001, premiums increased
significantly. Due to the higher healthcare costs an actuarial analysis determined
that the Port Authority was required to contribute an additional $1.27 million to
the pension plan for non-represented employees for fiscal year 2002.

Change
InThousands 2001 2002 2003 2004 2005 2006 2001-2006

Healthcare 35,599 38,839 35,328 39,397 51,539 60,607 25,008 70%

Source: The Port Authority Adjusted Trial Balance

Materials and Supplies

Diesel fuel and gasoline have also been on a steady increase with drastic jumps of
over $4 million in fiscal year 2005 and 2006. These fuels are purchased on a
contracted amount that is re-bid each year.

Change
InThousands 2001 2002 2003 2004 2005 2006 2001-2006
Diesel 9,697 8,925 6,999 8,564 13,054 17,713 8,016 83%
Gas 249 216 246 266 358 478 229 92%
TOTAL 9,946 9,141 7,245 8,830 13,412 18,191 8,245 83%

Source: The Port Authority Adjusted Trial Balance
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Material costs for spare parts used to maintain transit equipment have decreased.
However, supplies which include cleaning and office products, vehicle paint, and
road salt increased during this period.

Change
InThousands 2001 2002 2003 2004 2005 2006 2001-2006

Materials 13,765 14,068 12,369 12,398 11,372 11,305 (2,460) (18%)
Supplies 2254 2485 2547 2734 2552 2,758 504 22%

TOTAL 16,019 16,553 14,916 15132 13,924 14,063 (1,956) (12%)

Source: The Port Authority Adjusted Trial Balance

Provision for Injuries and Damages

Although the provision for injuries and damages has fluctuated over the years,
there was a $494,000 decrease from 2001 to 2006. This is due to risk
management effectively controlling costs.

Utilities

Utilities increased $1.1 million from 2001-2006 due to continually rising utility
rates. The most significant increase from 2005-2006 was specifically due to
higher natural gas rates which caused a residual increase in electricity rates.

Purchased Services

Work done by outside contractors as well as small transit vehicle repairs
experienced significant increases. Work done by outside contractors almost
doubled from 2005 to 2006 due to the start up costs of the South Hills Village
garage. The STV repairs increased because more vehicles were added to the fleet.
The original lease was for ten small transit vehicles in 2002. The lease was
amended to add 20 more small transit vehicles in April 2003 and another 45 small
transit vehicles in October 2003. The increase in the number of small transit
vehicles is primarily responsible for the increase in maintenance and repair costs.

Change
InThousands 2001 2002 2003 2004 2005 2006 2001-2006

Outside
Contractors 392 438 579 731 751 1,493 1,101 281%

STV Repair 148 462 1,599 2,048 2573 2,586 2,438 1647%

Source: The Port Authority Adjusted Trial Balance
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Recommendations:

Based on our review, we recommend that the Port Authority:

1. Conduct a comprehensive and ground-up review of its pension obligations. This
review should include:

a.

A reassessment and “reality check” of all plan assumptions, including
rates of return and projected salary increases. This reassessment should
compare projected rates of return to rates of return achieved to date, as
well as historical market returns and interest rates.

A review of expected future annual required contributions based on
realistic and supportable plan assumptions.

A plan for funding future annual required contributions in the year that
they are due. This should be factored into all future Port Authority
financial planning.

2. Review the terms of employee health care and pension plans to assess their
competitiveness and supportability. This review should include:

a.

b.

C.

A comparison of terms offered versus the terms offered by comparable
transit agencies for similar positions.

The expected future cost of benefits using the current terms versus terms
that are competitive with other transit agencies.

Examination of the plan provided to retirees eligible for Medicare.

3. Review its operations to identify ways to reduce the total number of miles driven,
thus reducing fuel and maintenance expenses.

47



jassangg 4ayopy dg pasodaad swawarmg jmauviyg paiipny puv sia3png (Hioyiny 104 934n0g

0 70 00 (o) (9°¢) 00 10 X1} o sasuadxy 43A0 sanuaAY B0,

%8 &1 6'€F7  £957 %S0 [ 9857 0°LST %S 0 €1 $9r7  SSHT SASNHIXT TVLOL
PARTE [ (872) (c6l) %0'0¢- I35 & oD %9°0¢- S @6 ) pazijende?) sjunowy ssa|

%Lt 6'8 L9997  o5iT %9 I~ (¥ 6'LLT et % T- (8¢ 0992 097 1e10 g,

%68 7T 97T 8 %6'Y Tl e ¥'vT %ES- TN 8'€T 97T 30ialag welBold SSI)IY
%965~ (820 Sl Ly %8°18- (9°¢) 0'8 ¥ %5 Tt (¢1) €5 or sasuadxg 110
%TEl 60 6°S 8'9 %0°L '0 99 1L %0°E- (g1) 0L [ s2ULNn
%L LE- an €L 9 %8'L- {s'0) 6'9 9 %9'1 10 79 £9 §30LAI3S paseyung
%57 | LT v %1 ¥E | 67 ¥y %P SE Ll I'e 8'p saJewep puE saunful 10) UOISIADLY

%E'T 99 ['sT LT %LV vl €8T L67 %ITl- {1rg) a4 967 sal|ddag pue sjeuorepy

%S c'g 0'p9 §'L9 %6°¢- d] 099 $'€9 %81 'l 209 619 siyauag avkojdurg

%I £F 9IElL  §'sEl %6 1" (sz) 09€l  ¢'Egl %0°1- (D el g6zl solreles pue safem

sasuadxj Juyesadq
Yo8'b- (TT1) I'bPT €957 Yl'T- L) 07057 0°LST %90 [ 6'9v7  S'SHT SANNAAIY TV.LOL

%E L~ {Ien) PrSl $99] %t 0~ (9°0) 1°69[ 4§91 %6°0~ £5'1) £891 8691 sanuaAdy FupwasdQ uoy |610]

%0°0 0'0 (o' wn %€ 8007 {I'v2) (£'57) z1) %8°LT9 (9zT) (z9z)  (97¢) asuadxy Isasau|
% T (z0) L0 60 %EEES] et [N 74 o | % 159 4 €9z $'E awouy 153331
%Eg- (s0) Syl | %0'0 00 €61 €51 %00 oo L€l L€l Bupoenuo) 3o 100

%00 00 - - %0001 o [0 - %00 00 - - JUSWISIAL] GO UIBD) Pazi[easu)

%L 0b- (Lo e 1'6 %00 00 16 ['6 %00 00 I'6 ['6 FVUBLINUIEI dAURIUIAIL]
%0°91- (8'p) (A4 0'0¢ %0°0 00 0'1€ 01€ %01~ (c0) 00t £0¢ 3JUBUMNUIRJ 1SSy

%' 00 091 091 %e - (o) 961 251 %00 00 et LEl WEIS0N] [Emaudy Alajeg
%0°01 £0 £ o€ %LE 10 8T LT %0 0%~ (oD ¥z or wesoid wawsaoid] admas
%' g- (z¢) €06 $E6 %50 ) 0'76 $16 %T0 70 £66 1'66 saipisqng Suneiadgy o]

%0 (0 97T $eT %t 0 10 9'TC §TT %0 1'0 9T §TT Aunoy
%9~ {ge) L9 1L %0°0 00 069 0°69 %10 1] LoL 9L amg

%00 00 .00 00 %0001 4] ¥0 00 %00 00 00 0'0 [edapag

saipisqng Sunziadg
. (sasuadxy) MuAY dunesadqy uoy

%10 (10) L'68 268 %04~ (¥9) 678 £16 2%8'¢ 67 98/ Lse anuaaay supesad() fero,

%t 10 (94 'z %16 70 ¥t T %E €T 0 I'c L1 |2 ‘a8l aeis |eay FuBIaApY) swom] 1ai0)
%TT1- (g1 0cl g1 %99~ n 'yl 1's] %It S0 A £zl weiSoid SSIDDV
%T'T 9] TrL 9L %9'L- (9°¢) 89 O'FL %€ 07 L'€9 L'19 "SALS pRjdELOD

“quiay “Ig “|iey W31 “Aafjou], ‘sng
§ONUAAIY Jouassey
nuaAy Junsradg
AN % dUMSYLT [endY wapng | sousiayicy 9 SVUIJIT  [emoy uumv:m UBPIT % 0UAMYIT  jemoy  1e8png
£007 7007 1007

2101 9 3INPBYDS

suoMivy Uy

SHNSSY pug IDsA pup jabpng Buyoiado

SAHIOUNY HOd BUj 1O
MIAIAIS TYOLLATYNY

48



unowe pa1agpnq 2y Jof papiaoid seas (101 paadaisse ue AlUQ &
1a55an( 421vpy (g paundaid SpowaIDiS [IUDI pattpny pun SP3PpNG Aoy 1104 -a2un0g

S{insay pug-Ice,, pup Jebpng Buyniado
SAICUINY Lod auy O
MIIAZH TYDIILATYNY

60 60 00 01 6'0 (1°0) £0 70 (1°0) sasuadxy 4340 sanuaady fejo},
% €0 20 TLOE  0°80F %b'0 ' €187  PI8T %50~ {as 1'8§7  L'9S% SASNALXH TVLOL
%9ElL- L1 ey Eon %T6 (¢ad) w1z} @€ %z 01 97 (820 (rsd) pazielidz)) sjunoluy ssary
Vhbg- (601} T6IE  ©8IE %11 £¢ 6'20¢  790¢ %' (A 6087 ['T82 jE10)
%80 (To) SHT £ %9°7- (907 v'ee 87T 2070 00 8727 T NAIS WeISasd SSADDY
% ELI- (1) ¢Ll ra4 %T 61 (%) Tl Y %S 16" () 06 L'y sasuadxg Jayip
%¢E°1- (10) '8 08 9589 €0 69 ri %L <0 1'9 99 saiinn
%L1 {cn 93 €L %00 00 6§ 6 %ETI- (L0) v s $331A42G paseyaing
%S'€T 20 97 v'E %38 €0 I'g #'€ %EYS 61 91 $'E sadewep pue saunful 10y uoISIAOLY
Yol §- (s (143 (443 %LS 2l 6'6T L1g %8°0- (zo) 97 792 sa1jddng pue sieusiey
%0t (%3] S Eod L6 %L 09 Al 768 %S 6€ 20L Lyl siyauag aako|diug
%87 6€ FLEL vl %S SE 1°8€1 9Ivl %10 1'g 8LET 6'LEi saue{eg pue sa8zm,
sasuadxy Supesado
%0'0 16 I'80€  0°80% %070 [(§)] T8 £I81 %Ll L1 €857  99s7 SANNIATY TV.LOL .
%Z°0 <0 6817  vBIC %l 0 61 U461 %1 07 5691 SL91 SanuaAdy 2unriddg uo) (g0
2400 00 (<1} ()] %00 00 53] a1 %0°0 00 (L0 {0 asuadxy 1534970
%0082 ¥l 61 §0 %0°001 $0 01 (a1} %S LE- 1))} 50 §0 awoouy 3sa4au[
%0'0 00 051 0'sl %00 00 0’5l 0'st %L 0" (ro 6vl oSl Bunoenuo) jo 1s05
%00 00 - - %0001 00 00 - %0°0 00 - - JUBWISIALY UD Uler) pazijealu)
%9~ (<7} 9'1$ I'ts %00 00 I'6¢ I'6E %$°E6 00! £0z Lot AJUBLBIULE 2ANEILIALG
%L'9 6T "9 ey %50~ (z0) (424 7'vp % §0 2Ly £ty SJUBLRIUIBIA 1355 /d ¥SI/HOA (BI04
%L0 01 091 oSt 791 .. %0°¢ 60 9L €67 JDUBUBILEIN 135S
%66 $'T LT TSt £5T * %00 00 0sl | weiSoud [ematay Kajeg
%0'02- (9°0) 7T 0¢ LT » %EEl- (ro) 97 0¢ weidord wawaiosdt] 9|atgas
%L - {1 8501 .01 %1'0- (1:0) 1'96 796 %Z'8- (18} £06 +'86 saipisqng Sunradg B0,
%E°G- (1) €T [RT4 %1z $0 0t $'ET %0°0 00 971 97z Aunos
%00 00 198 9'78 %8°0- {9'0) 1'zL LTl %L01- {1 L'ty R amg
%070 00 00 00 2%0°001 00 00 00 %00 00 00 00 [eapad
saipisqng Sunesadpy
' (sasuadx7y) anuaray ZupuradQ voy
% Q- (y°0) 7'68 968 %E"0- (£0) 6'L8 788 %E 0 {(£0) 888 168 anuaay Junsradg jui0],
%0'57 vo 0t 9] %' 1T €0 L1 ¥l %00 {c0) Tl 1 [{33 '8N nesa [eay Bisniaapy ) awdawy taylg
%46 E- (¢0) w4 8Tl %le (o) ¥l 8T %61 o el €l wesdold SSIIDY
% 0" (£0) 6bL TSL %¢E 0" (zo) 2EL 0FL Y%t 0- (zo) TP iah *SALS PRIDRIINOTY
“quiray 1S ‘piey w8y ‘Aafjosg ‘sng
sanuaaay Ja3uasseyd
anuaAay Bunesadg
oL 9 VUG [enloY ﬂmvsm BUYJIG % uakylg lemay 1edpng | sousuang 9 JUALIJNG By 1e3png
9007 $00Z #007
SUOIIW U

49



INTERNAL CONTROLS
OVER RIDERSHIP DATA



Internal Controls over Ridership Data

The fare box on each bus or rail car is used to collect cash and tickets from
passengers. Fare boxes count coins but cannot read paper; therefore, the Port Authority
must rely on the operator to find someone putting in the wrong zone ticket or one dollar
bill instead of two. There is also a nine button keypad to record ridership data by
category such as senior citizens, the University of Pittsburgh, Carnegie-Mellon
University, and Chatham College students, and monthly passes. The operator is solely
responsible for recording the categories of riders and the Port Authority is aware that
human error is a problem. The Port Authority has six traffic surveyors on staff. One of
their many functions is to review the responsibilities of the operators. The surveyors
oversee if the operator is selecting the appropriate key for each rider and counting the
number of riders going on and off the bus by category. There are also video cameras on
some of the buses. The information from the surveyors, as well as the video tapes, is
reviewed and compared to the counts on the reports generated by the system. However,
the drivers are aware of the surveyors and the auditing purpose they serve. As a result,
there is no assurance that the data collected is completely accurate.

At the beginning of the bus or light rail route, the operator enters his or her operator
number and route number into the fare box which creates a time stamp record. The data
is collected by route; however, if the operator does not enter his or her operator number at
the beginning of the shift, the data collected will be recorded for the previous operator
and route.

At the end of the route, the dispatcher or box puller scans the box with a wand which
records the ridership data and creates a second time stamp record. The employee
manually resets the data counter on the fare box.

The data is transferred from the wand to an Access database. A programmer in the
Information Technology Department merges the data from the six garages into one report
which is converted into an Excel file. The report is sent to the Assistant Director of
Service Planning and Schedules who reviews it for irregularities. The report is compiled
by operator and route from the time the operator signs on to the keypad until the wand
retrieves the data. Information is not maintained by the time of the trip or by bus stop.
The data is used for budget projections, reporting statistics to the National Transit
Database, evaluation of service routes, and to negotiate reimbursements from colleges
and universities. However, ridership data is not available to determine if the bus is
running past a certain point with a minimal number of people or if buses are running too
frequently or infrequently.

Recommendations:
Based on our review, we recommend that the Port Authority:

1. Follow through on its published plan to replace the current fare box system with a
system based on smart cards.

2. Define requirements for information collection and reporting for the new system.
The new system should provide detailed and accurate ridership information to
support planning and management. Include these requirements in the request for
proposal (RFP) process for the new smart card system.
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Conclusion

Our review has led us to conclude the following:

1.

2.

3.

The Port Authority significantly underperforms comparable transit agencies based
on a wide variety of performance metrics.

The performance gap between the Port Authority and comparable agencies is
getting wider, not narrower.

Pension obligations present a significant challenge to the Port Authority’s future
financial viability if not addressed immediately.

The “Ride Gold” plan and its associated expansion plan have turned out to be less
than successful in increasing ridership and revenue.

Achieving even “average” performance would result in major improvements in
the Port Authority’s operating results.

Our conclusions are further detailed in this report.

Recommendations:

We recommend that the management and Board of Directors of the Port Authority
implement all of the recommendations included in this report, with special emphasis on
the following:

1.

2.

Work to improve performance as measured by performance metrics, including the
ones used in this report.

Conduct a full, thorough, and “ground up” review of its operations, with a goal of
cutting waste and inefficiency first and service last.

Review established industry practices, including those of comparable agencies, to
determine ways of operating more efficiently.

Create a plan for funding pension obligations as they become due under current
and future pension plans.

Determine if the current pension plans are competitive with other agencies’ plans
and are supportable in the long run.

Repeat this analysis annually to quantify the Port Authority’s progress in
implementing the recommendations included in this report.
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