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Introduction

 What is the pro forma?
* A5 year financial model projecting FY19-FY24 operating budget.
* Atool to inform priorities, help shape policy decisions and guide short and long term budget decisions.
* Financial impact of initiatives and policy decisions are analyzed and incorporated into the Pro-Forma

* What is the goal of this presentation?

* To review headcount assumptions.
* To quantify how headcount implications impact the operating budget over the next 10 years.

 What assumptions are in this presentation?

* Achieving the safety, reliability and service goals associated with major investments in the MBTA’'s Capital Investment Plan (CIP) requires
additional staff. This presentation outlines assumptions related to the hiring needs to support the day-to-day operations necessary to

achieve these goals.
* Major Initiatives included in this presentation:
* Red & Orange Line Improvement Programs, Green Line Extension, AFC 2.0, PTC/ATC, South Coast Rail
* Regular Wages, Pension, and Healthcare are the major cost categories impacted by headcount.
» Each category has an underlying growth rate based on inflationary factors such as collective bargaining increases, contribution rate
changes and other regulatory changes.
* As headcount increases, year over year expense growth accelerates.
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Introduction: Operating Expense Categories

Cost Driver & Expense Category Flow Chart

Each cost driver has specific expense categories that are impacted by new initiatives
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- Covered in this presentation Headcount (WELEE , \
Overtime Payroll Tax
Covered in future presentations ; i
RIDE
Insurance

Workers

Purchased Ferry & LSS o 159
~ 0

Services
Commuter ; .
Rail Other Fringes s Fringe

FICA Cost

Unemployment

PFML




Pro Forma: Headcount and Related Expenses Assumptions

Hiring vs. Attrition

Historical

» Average Hires Per Year FY16 - FY19
= 544

= Average Separations Per Year FY16 - Fy19
» 5635
» 274 Retirements
» 364 Voluntary Separations

Goal for FY20

~ Hire 998 Employees
= 373 Programmed Hiring
# 312 Transportation
~ 61 Fuelers, Repairers, Laborers

» 235 Backfills & Filling Existing Vacancies
» 200+ Flex Force
» 190 Capital Programs

»~ Hiring rates expected to increase through a series of initiatives:

# Dedicated recruiters for major departments

= Employing third party firm to support capital employee
hires

» Streamlining hiring process

# On track to meet hiring goals
= 241 Hires YTD

Historical Hiring vs._ Attrition

Hires are split between capital, operating and flex force

1,000+
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¥TD
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Ton |
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__ Flex Force
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Historical Headcount vs. Expense Relationship
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6,000

5,300 =

5,600

5,400 =

5,200

5,000

4,300

4,600

4,400

5,996

FY154

Operating Headcount

86 Vacancies —
Built into FY20B

6,142 |
|
|
| 5,355
|

5,747 :
|
5,559 :
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

FYi6A FY17A FY18A FY19A FY20B

FY20P

£4300M = 473M
$471M $47 | £468M Regular Wages
b
s460M $453M £449M I 7 * Regular wages increase and decrease
5440 $437M $438M | / proporticnally with headcount.
| TFY20P calculated basedon Q1 actuals and
ta20M hiring plan for J2-04.
Fy15A Fyles P17 Fy184A Fy 194 FyY20B Fy20P*
£60NM $58M )
$53M $54M | Overtime
_ £49M I » (Overtime costefluctuate depending
$50M $47M on priorities. Certain departments are
$41M | mere sensitive to overtime than
£40M s3aM | / others (acceleration = higher OT)
E30M *FY20P calculated as 5 of Regular Wages
FY154 FYieA FY174 FY18A FY194 Y206 FY20P* projection.
$140M | Pension
120M
$120M $118M I j = Headcount, contribution rate, and rate
100 $94M $102M ’/ of return all impact pension. The
5 $91M | impact of a contribution rate increase
300 £72M $75M | / i= larger with a higher headcount.
SE0N
FyY1548 Fles FY17A Fy184 Fy1o48 Fy20B Fy20P
$120M §115M s113M ¢ $117M | Healthcare
111M
HE.W 110M
$110M | Trust $108M ¥ | £108M Headcountand GIC rate changes
drive healthcare costs. META partners
£100M I with the state, giving us more
| s negotiating power and pricing =tability
£90M - F¥i6.
FY154 FY1leA FY174 FY18A FY19a Y206 FY20F
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Historical Wages vs. Budget

Historical

» Vacancies drive underspending in regular
wages and overspending in overtime

» Overtime spikes during bad winters (FY15,
FY18)

» Hiring is offset by attrition

» The nature of some maintenance
departments makes overtime difficult to
predict regardless of vacancy rates

» Bus Maintenance
> Rail Maintenance

» Other departments will see direct
reductions in overtime as vacancies are
filled

» Transit Facilities Maintenance
» Power Systems Maintenance
» Signals & Communication

» Maintenance of Way

$500M;
$480M
$460M;
$440M

$420M;

$400M:

Variance

$60M;

$50M;

$40M;

$30M;

$20M-

$461M

FY15A
$24M

$53M

Regular Wages

m Budget = Actual/Projected
$485M

$467M

FY16A FY17A FY18A FY19A FY20B FY20P
$21M $14M $15M $29M $5M
Overtime
s Budget = Actual/Projected $58M

$54M

FY15A FY16A FY17A FY18A FY19A _ FY20B FY20P
Variance _g21 )\ -$5M ~$9M ~$12M ~$16M -$24M
Net Impact vs. Budget +$3M +$16M +$5M +$3M +$13M -$19M

$58M Overtime Projection By Department

Department 5 Year 5 Year Average OT
Average OT % S

Bus Transportation 21.2% 12,324,858
Rail Maintenance 14.4% 8,368,139
Police 12.5% 7,257,709
Bus Maintenance 9.7% 5,657,220
Heavy Rail 8.5% 4,942,114
Maintenance of Way 7.4% 4,311,321
Everett Main Repair 5.2% 3,034,719
Transit Facilities Maintenance 5.2% 3,027,931
Signals & Communications 4.4% 2,562,096
Light Rail 4.2% 2,470,811
Power Systems Maintenance 3.7% 2,181,406
OCC & Training 1.4% 811,579
Customer Technology 0.9% 516,756
Vendor Management 0.6% 349,377
ITD 0.4% 208,533
Engineering Dept 0.3% 166,191
Commuter Rail Supervision 0.1% 39,585
100.0% 58,230,344
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Headcount Projected to Increase

350

200

Flex Force Workforce in
Process as Acceleration
Planning Progresses

Current Working List of
Critical Positions Include,
but not limited to :

Track Laborers (68)

Bus Operators (30)

First Class Line Repairers (15)
Power Wirepersons (15)
Signals Wirepersons (15)

Power Equipment Technician
9)

Power Engineers (6)
Signals Inspectors (4)
Electrical Forepersons (3)

Signals Forepersons (3)

500.

FY20

* Red & Orange Line
Transportation (+3)

e Better Bus (+45)

* Flex Force (Funding
TBD) (+200)

Y20

Cumulative Headcount Required to Support Initiatives

371

FY21

Red & Orange Line
Transportation (+12)

Better Bus (+45)

Flex Force (Funding TBD)
(+200)

PMFL Operations Backfill
(+111)

PTC/ATC (+3)

FY21

7 *Flex Force presumed to be funded through legislative mandate

FY22

443

FY23

Major Initiatives Timeline

¢ Red & Orange Line
Transportation (+12)

* Red & Orange Line
Maintenance (+11)

e Better Bus (+45)

* Flex Force (Funding
TBD) (+50)

¢ PMFL Operations
Backfill (+111)

+ PTC/ATC (+3)
« AFC 2.0 (+80)

Red & Orange Line
Transportation (+12)

Red & Orange Line
Maintenance (+23)

GLX Transportation (+48)
GLX Maintenance (+96)
Better Bus (+45)

Flex Force (Funding TBD)
(+25)

PMFL Operations Backfill
(+111)

PTC/ATC (+3)
AFC 2.0 (+80)
South Coast Rail (O

423

FY24

Red & Orange Line
Transportation (+17)

Red & Orange Line
Maintenance (+23)

GLX Transportation (+48)
GLX Maintenance (+96)
Better Bus (+45)

Flex Force (Funding TBD)
(+0)

PMFL Operations Backfill
(+111)

PTC/ATC (+3)
AFC 2.0 (+80)
South Coast Rail (O

428

FY25

Red & Orange Line
Transportation (+22)

Red & Orange Line
Maintenance (+23)

GLX Transportation (+48)
GLX Maintenance (+96)
Better Bus (+45)

Flex Force (Funding TBD)
(0)

PMFL Operations Backfill
(+111)

PTC/ATC (+3)
AFC 2.0 (+80)
South Coast Rail (O
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Operations: the Potential Impact of PFML on Bus & Rail Operator Headcount

160
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[EY
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o
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D
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o
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o
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o

Base Base + 10% Base + 20% Base +30 %

o

W Exhaust ®™ Non Exhaust

Base Assumption: 50% of employees who exhaust or nearly exhaust all available time under FMLA will continue to exhaust all
available time under PFML. Also, since PFML is now a paid benefit and eligibility has expanded, there will be a 75%
increase in usage among employees who do not exhaust all available time.

Bus and Rail Operators had 35,032 lost work days as a result of FMLA leave usage in FY18. (Data from Work Partners, the
MBTA’s Third Party Benefit Administrator)

The number of new employees needed was calculated on the assumption that employees work 230 days per year.

The financial impact was calculated on the assumption that a new employee cost $125,000 when base pay and benefits are
considered.
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Some positions can be attributed to specific initiatives,
while others work across multiple initiatives

e+11in e+11in e +48in * No Direct e +3 * +80 fare
Transportation Transportation Transportation Hires management inspectors
staff
e +1 in Rail e +1 in Rail ¢ +23 in Rail
Maintenance Maintenance Maintenance
* +10 in System * +12 in System * +73 in System
Maintenance Maintenance Maintenance

Flex Force

200+ staff - across E&M, Transportation, HR, safety and OHS to support capital acceleration

PFML Operations Backfill

Estimated - 111 operators to cover scheduled service
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Orange Line Improvement Program Operating Expense Assumptions

Cost Driver & Expense Category Flow Chart

Project Goals Assumed Quantifiable Impacts Orange Line Cars will impact headcount, M&S, and revenue
» Reduce headways during peak » 11 identified new Transportation

Pension

from 6 mins to 4.5 mins staff (Motorpersons)

> . . 3 > 1i . . Regular Wages Fringe Benefits Healthcare
Increase peak ridership capacity 1 identified new Rail Headcount Wages

by 40% (30,000 daily) Maintenance staff (data Payroll Tax

» Increase fleet by 32 cars, from analytics on new cars)

Life Insurance
120 to 152 » 10 identified new System < Workers Comp

» Improve safety and reliability Maintenance staff

Materials Other Fringes
» Additional overtime costs during

transition period with both new _
Materials and

and old cars Services

Services FICA

v

Unemployment

Utilities PFML

Cleaning

e

Fare Revenue

Revenue

_ Impacted by initiative

Not impacted by initiative

10
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Red Line Improvement Program Operating Expense Assumptions

Cost Driver & Expense Category Flow Chart

Project Goals Assumed Quantifiable Impacts Red Line Cars will impact headcount, M&S, and revenue
» Reduce headways during peak » 11 identified new Transportation

Pension

from 4.5 mins to 3 mins staff (Motorpersons)

> . . . > . . . Regular Wages Fringe Benefits Healthcare
Increase peak ridership capacity 1 identified new Rail Headcount Wages

by 50% (65,000 daily) Maintenance staff (data Payroll Tax

» Increase fleet by 34 cars, from analytics on new cars)

Life Insurance
218 to 252 » 12 identified new System < Workers Comp

» Improve safety and reliability Maintenance staff

Materials Other Fringes
» Additional overtime costs during

transition period with both new _
Materials and

and old cars Services

Services FICA

v

Unemployment

Utilities PFML

Cleaning

e

Fare Revenue

Revenue

_ Impacted by initiative

Not impacted by initiative

11
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GLX Operating Expense Assumptions

Project Goals

Assumed Quantifiable Impacts

» Expand service to Somerville and
Medford

» Serve communities with a
combined population of
160,000
> New vehicles to improve
accessibility and reduce crowding

> Increase ridership by up to 50,000
passenger trips her day (25%
increase)

1 new maintenance facility
6 new stations
8 miles of new track

YV V V V

24 new vehicles

> assumes 19 additional
vehicles in service at peak

> 48 identified new Transportation
staff

20 Motorpersons
9 Inspectors

5 Yard Masters

5 Chief Inspectors
3 Instructors

3 Dispatchers

YV VYV V VYV VYV V

2 Supervisors
» 1 Superintendent

> 23 identified new Rail Maintenance
staff

» 73 identified new System
Maintenance staff

» 26 - MOW
» 19 - PSM
» 18 - SCM

» 10 - TFM

He
No

Cost Driver & Expense Category Flow Chart

Green Line Extension will impact headcount, M&S, and revenue

Pension

Regular Wages Fringe Benefits Healthcare

Headcount Wages
Payroll Tax

Life Insurance

Workers Comp

Materials

Other Fringes

Services

FICA

Materials and R Fuel
Services ' s

Utilities

Fare Revenue

Unemployment

PFML

Cleaning

Parking

Advertising

Own Source

Revenue Real Estate

Other

_ Impacted by initiative

Not impacted by initiative
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South Coast Rail Operating Expense Assumptions

Cost Driver & Expense Category Flow Chart

Project Goals

Assumed Quantifiable Impacts

» Extend commuter rail service
(Middleborough/Lakeville line) to
Taunton, Fall River, and New
Bedford by end of 2023

» Add service to 9 existing stations
and 6 new stations

» Third-party management fees

> Escalated to account for
48 new hires

» Operations at 6 new
stations, including 2
layover and maintenance
facilities

» Service Planning

» 26 trains daily in each
direction for weekday
service

13

South Coast Rail will impact purchased services and revenue

<

Purchased
Services
Commuter Rail
Parking
Fare Revenue
Advertising
Own Source
Revenue Real Estate

Other

_ Impacted by initiative

Not impacted by initiative
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AFC 2.0 Operating Expense Assumptions

Cost Driver & Expense Category Flow Chart

Project Goals Assumed Quantifiable Impacts AFC 2.0 will impact headcount, M&S, and revenue
» Improve fare collection efficiency | » Headcount: 80 new fare —
. ension
. inspectors
> Facilitate far? payment for . . Regular Wages Fringe Benefits Healthcare
customers with a standardized » Inspection model Headcount Wages \
payment system requires revised Payroll Tax
» Expedite boarding times across legislation | Life Insurance
system by up to 10% » Administrative staff will < E Workers Comp
be a blend of former AFC
» e.g. allow all-door 1.0 and new AEC 2.0 Materials Other Fringes
boarding on Green Line h" : —— ——
and buses e Materials and
» AFC 1.0 Services > Unemployment

technicians will
transition to E&M

» Call Center: Expected increase <
in call volume (scope of
potential need for more hires
under review) Fare Revenue

PFML

» Fare Revenue: Adjustment for
new revenue collection model in Revenue
first full year of operation

_ Impacted by initiative

Not impacted by initiative

14
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PTC/ATC Operating Expense Assumptions

Project Goals

Assumed Quantifiable Impacts

» Improve safety on commuter rail,
reducing the risk of human error

» Adhere to federal train safety
standards

» Complete deployment
mandated by December
31, 2020

» Headcount: 3 new MBTA
Railroad Operations staff

» Third-party management fees for
system maintenance

» Rolling stock

» Daily departure
inspections of 179
cars

» Communication systems

» 320 miles of
fiber/cables

> 174
communication
towers and radio
installations

» Wayside systems

» 2,400
transponders

15

Cost Driver & Expense Category Flow Chart
PTC/ATC will impact headcount, purchased services, and M&S

Pension

Regular Wages Fringe Benefits Healthcare
Headcount Wages
Payroll Tax
Life Insurance
Purchased

Services Workers Comp

Other Fringes

Commuter Rail

Services FICA

Materials and
Services

v

Unemployment

PFML

e

_ Impacted by initiative

Not impacted by initiative
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Regular Wage Impact

Annual Growth Rate Equation MBTA Regular Wages Expense

2.0% Underlying Growth Rate [(CB Increases)
+ 1.8% Headcount Increase

3.6w Total Annual Growth Rats
3.8% Average YOY Growth - 5 year
$600MA l
£554M
$540M :
& Growth From
$507M ST m} Headcount Increases
$471M $468M 527/M
$449M $438M b
$400M-
Inderlying
Wage Growth
£200M-
S0OM=
FY17A FY18A FY19A FY20P FY21P FY22P FY23P FY24P

*Flex Force presumed to be funded through legislative mandate
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Regular Wages Sensitivity Analysis

$580M - N .
Regular Wages Sensitivity Analysis / Sensitivity Analysis
(Underlying Growth Rates) 4 » 3.0% Underlying Growth Rate
$560M- A ’, d > 1.0% increase from current growth rate
%
p s ’, ’ > $96.5M cumulative increase in expenses from FY21-FY24
¢ 7 > 2.5% Underlying Growth Rate
$540M - Inflection Points P y 4 o
Reflect Headcount / ', > 0.5% increase from current growth rate
Increases P > $47.5M cumulative increase in expenses from FY21-FY24
s
$520M- > 2.0% Underlying Growth Rate - Current
> Collective Bargaining
> 1.5% Underlying Growth Rate
$500M+ » 0.5% reduction from current growth rate
» $46.3M cumulative savings from FY21-FY24
$480M -
Regular Wages Explained
= =3.0% YOY Growth > Growth rates accelerate as headcount increases
$460M - = =2.5% YOY Growth
—2.0% YOY Growth Current > Regular Wages accounts for 29% of operating expenses
==11.5% YOY Growth » Increases in headcount should lead to a decrease in overtime
$440M
$0M T T T T T 1 *Flex Force presumed to be funded through legislative mandate
FY19A FY20 Fy21 FY22 FY23 FY24

17



Pro Forma: Headcount and Related Expenses Assumptions

Pension Impact

Annual Growth Rate BEquation

5.2% Underlying Growth Rate

(7.5% Discount Rate + Contribution Rate Changes) MBTA Pension Expense
1.4% Headcount Increase
6.5% Total Annual Growth Rate 6.6% Average YOY Growth - 5 year

148M
$150M- — $144M $
Emplover Contribution N Growth From
Rate Increase on RN MANANN } Headcount Increases
July 1, 2019
$102M
S100M4 $91M $94M

L Mormal
Growth

$50M-

$OM-
FY17A FY18A FY19A FY20P FY21P FY22P FY23P FY24P

*Flex Force presumed 1o be funded through legislative mandate

18



Pro Forma: Headcount and Related Expenses Assumptions

Pension Sensitivity

Pension Rate of Return

$200MA

FY17 FY18 FY19 FYz20
Target Rate 7.75% 7.75% 7.75% 7.75%
of Return
Actual Rate 15.8% -3.08 TED TBD
of Return

« Target Rate of Returnon pension assetsis 7.7/5%

« Average Actual Rate or Return from FY15 to FY1/7
was 5.13%

« Alowerrate of return means increased employer
contributions

Annual Pension Expense

$1 50M-

$100M-

$50M+

S0M

FY17A FY1B8A FY19A FY20E

*Flex Force presumed to be funded through legizlative mandate

182M

Repeating Past
b Year
Performance

e (12% YOV

177M

FY24E

Growth)

6% Target
ROR (8% YOY
Growth)

7.5%

| Target ROR

(6% YOY
Growth)
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Healthcare Sensitivity Analysis

21

$135M-
' 4
>
$130M- Inflection Points ot
Reflect Headcount y
Increases
e
$125M-
$120M-
$115M-
$110M-
$105M - == High Growth (3.5%)
=== CUrrent State (—~2.7%)
= n 1 LOow Growth (2.0%)
$100M
$OM T 1 1 1 1 1
FY19A FY20P FY21P FY22P FY23P FY24pP

*Flex Force presumed to be funded through legislative mandate

Sensitivity Analysis
» 3.5% YOY Growth
» 0.8% increase from current growth rate

> $13M cumulative increase in expenses from FY21-FY24

» 2.7% YOY Growth - Current

» CMS Personal Healthcare Growth Rate Index
» 2.0% YOY Growth (Low)

» 0.7% decrease from current growth rate

» $14M cumulative decrease in expenses from FY21-FY24

Healthcare Spending Background

» Underlying growth rates based on CMS Personal Healthcare
Growth Rate Index

» CMS is projecting underlying growth rates to accelerate
» FY21 - 2.4%
» FY22 - 2.6%
» FY23 - 2.7%
> FY24 - 2.8%

»  Prior to FY19, Healthcare was the most expensive fringe
benefit
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Next Steps

* Present pro forma assumptions for remaining factors
* Debt & Revenue
* Purchased Services and Materials & Services
e Currently refining pro forma assumptions as part of the overall FY20 & FY21 budget process
 Clarify/update staffing needs to operationalize initiatives
* Finish developing hiring plans
* |ldentify overlapping areas including Flex Force
* Provide pro forma update in January 2020
e Explore avenues to contain costs including overtime, pension, and healthcare
» Safety Panel recommendations are forthcoming; impact TBD
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Appendix
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Since the inception of the FMCB, $796M of cumulative savings has been achieved

$2,500M7  —Actual Total Expenses

==/ ctual Total Revenue
-‘Projected Total Expenses

$2,340M

- =Projected Total Revenue $2,250M
52,135M
$2,021M
$2,000M451,922M
1 g e s e
a3 $1,949M
| = $1,893M S1915M
$1,803M $1,851M
51,500M T T T 1
FY15A FYl6A FY17A FY18A FY19A
Structural Deficit
Includes Debt  -$119M -$86M -530M SOM -518M

Service

Cumulative Difference
Between Projected Total

: Expenses and Actual Total

Expenses (FY1b-FY194):
ST796M
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Pension Orientation Sheet

25

Pension contributions are determined by annual
actuarial analysis

Contributions, asset gains & losses, and retiree
distributions are the major drivers

Contribution Rates Increased on July 1, 2019

* Employer - 22.6811% -> 25.1261%

* Employee - 8.0089% -> 8.8239%
Number of Members

* 5,392 Active -> Contributing

* 6,714 Retired -> Drawing benefits
Current Assets & Liabilities

» $1.45B Assets (State of MA is $69B for
comparison)

» $2.91B Liabilities
» $1.46B Unfunded Liability

Asset Growth [2009-2018)
[Market Value in Millions)

1,600
1,400

09 10 11 12 13 14 15 16 17 18

25
0
15
10

Investment Return (2014-2018), 5 Year
and Since Inception

120
100
80
&0
40
20
0

Funded Ratio (1992-2018)

‘ﬁ

92949698 000204 06081012 14 1618

MBTARF ANNUAL PROFILE

ACTUARIAL

Funded Ratio 49,.70%
Date of Last Valuation 12/18
Actuary Buck Global, LLC
Assumed Rate of Return 7.50%
Targeted Rate of Return 7.50%
Funding Schedule Closed period, increasing by 4% per year
Met Pension Liability 1,467.1M
Active Retired
Mumber of Members 5,392 6,714
Annualized Salary/Amount in Pay as of 12/31/17 425.9M 241.3M
Actual Payroll/Benefit 423.1M 218.4M
Average Salary/Benefit 78,980 32,285
Average Age 47.74 69.80
Average Service 10.65 NA
Date of Last Audit 6/19
Period Covered 1/1/18-12/31/18
Auditor KPMG, LLP
Annual Contributions
Member Contributions 32.6M
Authority Contributions 92.0M
Annual Pension Benefits 218.4M

2018 Returmn
Actuarial Rate of Return
2018 NAV

2014-2018 Annualized Return
Since Inception
Custodian State Street Bank

Investment Return History

1Year 2018 5Year 2018 10 Year 2018
-3.08% 4.95% 8.30%
Since Inception
9.09%

*Returns are gross of fees with the exception of hedge funds which are net of fees
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