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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION


DATE	      :	September 29, 2015

TO	:	Supervisor Willie Johnson, Jr., Co-Chairman, Finance, Audit and Personnel Committee
		Supervisor James “Luigi” Schmitt, Co-Chairman, Finance, Audit and Personnel Committee
		
FROM	:	Brian Dranzik, Director, Department of Transportation 

SUBJECT	:	Revenue Deficit in excess of $75,000 – MCDOT – Transit Division

Policy Issue:
County Ordinance 56.02 requires each person in charge of any County office, department agency, or any non-departmental account to:

" … submit a written report to the County Executive, the committee on Finance and Audit of the County Board and the Department of Administration whenever such person has reason to know or believe that a deficit of seventy-five thousand dollars ($75,000.00) or more in any revenue account will occur for the division of county government under the supervision of that person.”

Background:   Deficit on August 2015 Fiscal Report submitted to Milwaukee County:

	
Item
	Short Description
	Budget Amount
	Actual To Date
	Projected Amount
	Variance: Budget to  Projected

	0083-560-8202
	Passenger Abatement
	$ 40,293,000
	$20,869,052
	$36,152,413
	($4,140,587)



Cause of Deficit:

The revenue deficit is the result of higher than budgeted volume of passengers riding for free under the GO Pass Program and a 4% decline in ridership.  

The adopted 2015 transit budget included $820,000 in County tax levy to cover costs of the GO Pass.  As of today, we have issued passes to 15,804 riders for a total of 2,043,460 free rides.  While the number of elderly clients requesting passes has tapered off, the number of disability clients continues to average 253 per week.  In line with this, we see GO Pass ridership on the rise with the most recent weeks averaging 119,000 riders per week.  While it appears we have not seen the usage plateau, conservative estimates of the 2015 usage would be 3,765,792 rides or $2,617,239 in lost revenue.  The County budget for this line was $822,000 resulting in a GO Pass related deficit of $1,795,239 for 2015.

Due to the Union’s strike in July 2015, we experienced a one-time loss of passenger revenue of $395,014.  These three days of lost rides came at our busiest time of year (Summerfest), and MCTS encouraged riders to return by giving free rides on Monday, July 6.  

The remaining revenue shortfall of $1.9 million represents a decline in ridership.

Will this be an issue beyond the current year?

Passenger Revenue variance resulted from three factors:
1. GO Pass							$1,795,239
2. Union work stoppage					$   395,014
3. Budget-to-budget change from 2013 to 2015			$1,950,334
							Total:	$4,140,587

GO Pass will be an issue beyond the current year because it was initiated without a sunset date and as such will be a part of the budget until a policy directive is issued otherwise.

Ridership is something that MCTS continues to monitor but a number of economic factors impact it:  fuel prices, unemployment rate, health of economy, etc.   The potential exists for ridership declines, and as such passenger revenue deficits to continue.


Plan of action or alternatives to offset the deficit

MCTS is aggressively reviewing its expenses for cost containment in order to minimize the impact of the above revenue changes and feels it can cover $2,982,435 of this deficit through:
1. Fuel savings is $1,743,843
2. Salary and fringe benefits savings is $1,238,592

Finally, the GO Pass Program will continue to be under review in 2016 to determine its sustainability.  While the figures above come from the July financials, the August and September data indicates GO Pass ridership continues to increase and requests for new passes remains steady, so we expect to see further declines in passenger revenues. 



Prepared by: 	Dan Boehm, Manager Director, Milwaukee County Transit
Tim Hosch, CFO, Milwaukee County Transit


	
					 
Brian Dranzik, Director
Department of Transportation



cc:  Chris Abele, County Executive 
	Theodore Lipscomb, Sr., Chairman, County Board of Supervisors
	Michael Mayo, Sr., Chairman, Transportation, Public Works & Transit Committee
       Tieg-Whaley Smith, Director, Department of Administrative Services 
	Steven Kreklow, Budget Director, Department of Administrative Services
	Stephen Cady, Research & Policy Director, Office of the Comptroller
	Jerome Heer, Director of Audits
	Scott Manske, CPA, Milwaukee County Comptroller
	Molly Pahl, Analyst, Comptroller’s Office
