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| subject: Release Fiscal Year 2011 Operating and Capital Budgets |

ISSUE

Whether to authorize Staff to Release the Sacramento Regional Transit District Proposed Fiscal
Year 2011 Operating and Capital Budgets and Notice of a Public Hearing for May 10, 2010.

RECOMMENDED ACTION

Adopt Resolution 10-04- , Authorizing Staff to Release the Sacramento Regional Transit
District Proposed Fiscal Year 2011 Operating and Capital Budgets and Set Notice of a Public
Hearing for May 10, 2010.

FISCAL IMPACT

None as a result of this action.

DISCUSSION

Budget Summary

The Fiscal Year 2011 Budget proposes operating revenues and expenditures totaling $114.5
million. The proposed FY 2011 operating expense of $114.5 million includes the FY 2010 deficit
carryover of $12.1 million. The FY 2011 Revenue is $14.6 million less than the FY 2010 projected
revenues of $129.0 million and $26.3 million less than the FY 2010 Adopted Budget of $140.8
million. Attachment 1 is the Abridged Proposed Budget for Fiscal Year 2011. This is a
conservative Budget Proposal that incorporates the latest Federal, State and Local revenue
projections.

Budget Process

The budget development process for Fiscal Year 2011 began in January of FY 2010. Major cost
drivers were identified, and the Office of Management & Budget developed preliminary revenue
estimates. Economic indicators for the State and the Sacramento region have dropped
dramatically in Fiscal Year 2010 with projections worsening in Fiscal Year 2011. Staff has been
working diligently over the past two years to implement and maintain cost containment measures
identified in Fiscal Years 2008, 2009, and 2010.

On February 22, 2010, staff presented the FY 2010 mid-year status update report on operating
revenues and expenditures with projections to year-end, along with the FY 2011 revenue outlook.
Staff also presented a first look at an 18-Month Re-Balancing Plan for FY 2010 and FY 2011.

Approved: Presented:

FINAL 4/7/10

General Manager/CEO Director of Office Management and Budget
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Economic Conditions:

Since the adoption of the FY 2010 Budget, the overall outlook for RT has worsened from earlier
projections of already severely constrained operating and capital revenues, and further erosion is
anticipated through FY 2011. Projections now indicate a further decline in revenues in both years.
High unemployment in the region, combined with the State’s forced furloughs of 3 Fridays per
month and lower gas prices, have caused significant changes in fare media buying patterns and
the use of the RT system itself. Compounding these significant impacts is the continued decline
in sales tax based revenues that will likely not rebound until unemployment is reduced and the
housing market improves. The demands on the state budget also continue to undercut the
availability of state transit funding support.

Strategic Plan & Goals

The District’s Fiscal Year 2011 Service Plan and overall Strategic Plan were the principal drivers
in developing the proposed Budget. Specifically, the drivers include:

o RT’s Strategic Plan adopted by the Board of Directors on January 26, 2004, which sets
forth the District’s vision, goals and key performance indicators;

o The Sacramento Metropolitan Transportation Plan (MTP) and the Metropolitan
Transportation Improvement Program (MTIP), which define regional transportation
priorities and anticipated funding;

o TransitAction Plan (TAP), On August 10, 2009, the RT Board approved the TAP which is

now RT’s long range transit plan. The TAP sets the RT transit vision for the next 25 years

for the Sacramento region;

Measure A, which commits the District to specific project delivery;

RT’s Service Plans, which determine the level and types of transit services offered;

RT Service Contracts with other agencies to provide service, fare discounts and transfers;

RT’s Capital Improvement Plan, which outlines the District's five-year capital
improvement plan;

o RT’s Short Range Transit Plan, which outlines the District’s overall transit service and
capital plans for the period Fiscal Year 2000 — Fiscal Year 2010; and

o RT’s Financial Forecasting Model, developed to provide assurance to funding partners
that the District has the long-term financial capacity to build and operate existing and
planned transit services, and which includes a series of assumptions and commitments
derived from RT Service Plans.

O O O O

Service Plan

The Fiscal Year 2011 Service Plan assumes that the District will operate 499,824 annual revenue
hours of bus service and 191,423 annual revenue hours of light rail service. The programmed
level of bus and light rail service will adjust to the level adopted by Board on March 29, 2010.
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Voting System

On March 12, 2007, the District Board of Directors adopted the new Schedule of Weighted Voting
Distribution. The schedule for all subsequent years is to be included in the proposed budget
document and distributed to the voting agencies at least 60 days in advance of budget adoption.
The detailed Proposed Fiscal Year 2011 Schedule of Weighted Voting shown in this proposed
budget document reflects the most current level of revenues. This proposal is subject to change
based on changes in revenue projections.

Operating Revenue

The following analysis is provided to illustrate the impact of each declining segment of RT
revenue.

Federal: Funds are subject to an annual appropriation by Congress and allocated on a formula
basis by the Federal Transit Administration. These funds can be used for operations, planning
and capital projects, but are subject to specific guidelines and regulations. The Fiscal Year 2011
Budget proposes $21.5 million in federal funding, a decrease of $9.7 million (-31.1%) from the
Fiscal Year 2010 projected revenues of $31.2 million. This decrease reflects a decrease of $2.5
million in FY 2011 due to the expiration of an agreement among local transit agencies. In
addition, the decrease includes $7.2 million in ARRA funding for preventative maintenance and
operating assistance funds that were received by RT in FY 2010, and projected to be zero for FY
2011.

State and Local: Funds are derived from sales taxes collected within Sacramento County by the
State of California and returned to the county for transit programs based on established formulas.
This category includes the District’s one-third share of the revenues from Measure A, a local half
cent sales tax initiative authorized by Sacramento County voters in 1987. Measure A is a flexible
funding source that can be used for either operating or capital expenses. The category also
included State of California Transportation Development Act (TDA) Local Transportation Funding
(LTF) and State Transit Assistance (STA) allocations. Beginning in the FY 2010 year, STA funds
were eliminated from the State budget as a funding source for transit, so there were no STA funds
in the FY 2010 Budget. However, as a result of Governor Schwarzenegger’s approval of the gas
tax swap legislation (AB X8 6 and AB X8 9), $400 million in state-wide STA funding is now
included in the State Budget for FY 2011 which equates to approximately $11.8 million in RT’s
Operating Budget. The Fiscal Year 2011 Budget proposes $54.1 million in state and local funding
for an increase of $2.7 million (5.2%) from the Fiscal Year 2010 projected revenues of ($51.4
million).  This reflects a decrease in Measure A funds of $3.6 million in FY 2010, with a
subsequent decline by $3.7 million in FY 2011, for a two-year decline in Measure A revenue of
$7.3 million. In addition, this also reflects a decrease in LTF funds of $2.3 million in FY 2010, with
a subsequent decline of 14% in FY 2011 estimated at $3.7 million, for a two- year decline of $6.0
million due to sales tax revenue declines.

Fare Revenue: Fare revenue includes fare receipts collected from monies deposited in the fare
box by riders and through the sale of tickets and passes. The Fiscal Year 2011 Budget proposes
$30.8 million in fare revenue, a decrease of $2.3 million (-6.9%) from the Fiscal Year 2010
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projected fare revenues of ($33.1 million). Transit fares, representing approximately 28% of all
operating revenue, are the only significant revenue source that the District directly controls. The
budgeted fare revenue in FY 2010 was based on increases in ridership over FY 2008 and 2009,
however, as unemployment began to rise and the State of California furlough Fridays began and
then accelerated, ridership patterns began to change and fare revenue ultimately declined
significantly. It was clear after eight months that the effects of the external factors, combined with
a service reduction and fare increase in September 2009, meant that earlier FY 2010 fare
revenue projections would not be met. Accordingly, a downward fare revenue projection
adjustment of $7.5 million was made. In addition, the proposed service reduction of 21%
approved by the Board on March 29, 2010 resulted in a reduced fare revenue budget projection for FY
2011 of $2.8 million.

Contract Services: The Cities of Citrus Heights, Elk Grove, and Folsom contract with the District
for fixed route transit services. The Fiscal Year 2011 Budget proposes $3.7 million in contract
revenue, an increase of $0.2 million (5.0%) from the Fiscal Year 2010 Budget ($3.6 million). The
increase is due to a proposed change in billing for the Folsom service from a net billing (expenses
less fare revenue) to a gross billing, which includes fare revenues and contract expenses gross as
separate line items. This change will result in an increase of $0.5 million in Folsom revenue.
There is also a decrease in the Citrus Heights contract of $0.3 million due to reduction in LTF
funding in FY 2011.

Other: Revenue derived from a variety of activities — investment income, CNG Rebate,
commercial real estate leases, advertising income, bus book sales, fare evasion fines,
promotional item sales and photo identification fees. The Fiscal Year 2011 Budget proposes $4.3
million in other revenue, an increase of $0.4 million (11.6%) from the Fiscal Year 2010 projected
revenue ($3.7 million). The netincrease is due to increase in investment income of $0.1 million,
and an increase in Park and Ride Parking revenue of $0.4 million. The FY 2011 Budget includes
an estimated $1.5 million in CNG Rebate funding.

Carryover: The FY 2010 budget includes a carryover funds of $5.9 million from FY 2009.

Operating Expenditures

Salary & Fringe Benefits: This category includes payroll and fringe benefit costs for certain
positions authorized by the Board of Directors. It accounts for wages, overtime, pension, dental,
medical, FICA, vision and all other District paid employee benefits. The Fiscal Year 2011 Budget
proposes $64.8 million for salaries and benefits, a decrease of $27.3 million (-29.6%) from the
Fiscal Year 2010 projections of ($92.1 million). This reflects lay-off savings, service cuts, and
labor union concessions for FY 2010 and FY 2011.

Professional Services: This category includes Purchased Services (Paratransit), Transit Security
Services, and a variety of other professional and contract services that include legal fees,
consultant costs, and maintenance agreements for the upkeep of bus and light rail stations. The
Fiscal Year 2011 Budget proposes $16.9 million for services, a decrease of $5.2 million (-23.6%)
from the Fiscal Year 2010 projections ($22.1 million). The decrease in Professional Services is
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partly due to decreases in Paratransit, security services, outside services and consultant services.
Transit Security Services and Paratransit costs account for 81.0% of the costs in this category.

Materials and Supplies: This category includes fuel, parts, general office supplies, printing
materials, cleaning supplies, bus/light rail parts and small maintenance tools and equipment. The
Fiscal Year 2011 Budget proposes $7.8 million for materials and supplies, a decrease of $1.3
million (-14.0%) from the Fiscal Year 2010 projections ($9.1 million). This reflects a decrease in
office supplies, ticket printing, and other supplies of $0.1 million. In addition, a decrease in CNG
fuel, consumables, tire and parts costs of $1.2 million is associated with the service reduction.

Utilities: This category includes light rail traction power, electricity, water, gas, refuse, and
telephone expenses for the bus, light rail and administrative facilities of the District. The Fiscal
Year 2011 Budget proposes $4.6 million for utilities, a decrease of $0.8 million (-15.0%) from the
Fiscal Year 2010 projections ($5.4 million). This reflects a decrease in light rail traction costs of
$0.8 million.

Insurance and Liability Costs: This category represents the District’s Personal Liability/Property
Damage and Worker's Compensation funding reserves, and commercial insurance for amounts in
excess of RT’s self-insured levels. It includes insurance premiums, claim expenses, attorney
costs, and other corporate insurance. The Fiscal Year 2011 Budget proposes $6.4 million for
casualty and insurance, a decrease of $4.0 million (-38.1%) from the Fiscal Year 2010 projected
cost of $10.4 million. This reflects a decrease in PLPD accrual of $1.6 million and a decrease in
the workers comp accrual of $2.4 million due to a reduction in work force of approximately 200
employees.

Miscellaneous: Other expenditures include all expenses not classifiable by the foregoing
categories. These expenditures include travel and training, seminars, dues and subscriptions,
awards and ceremonies, building leases, equipment leases, taxes, freight, advertising, legal
notices, parking fees and bad debt. The Fiscal Year 2011 Budget proposes $1.8 million for other
expenditures, a decrease of $0.2 million (-8.9%) from the Fiscal Year 2010 projected cost of $2.0
million. The decrease primarily results from a decrease in the Rodeo cost, dues and subscriptions,
uniforms, etc.

Carryover: The FY 2011 budget reflects $12.1 million in the FY 2010 deficit carryover included
here as a part of the 18-month Re-Balancing Plan.

Positions

The Fiscal Year 2011 Budget proposes personnel strength of 1,204 Board authorized positions,
no change from the Fiscal Year 2010 Budget (1,204 positions). The abridged budget document
contains a summary of all positions. Out of 1,204 authorized positions, 1068 positions are
currently filled and 868 positions are funded in the Fiscal Year 2011 Budget.
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Capital Improvement Plan

In November 2009, the Board adopted a comprehensive 5-Year Capital Improvement Plan, which
represents the District’s efforts to strategically plan and prioritize capital activities from Fiscal Year
2010 to Fiscal Year 2014. The 5-Year Capital Plan is intended to be a “living document”. It
includes a prioritized list of the District’s capital needs for the next 5 years with designations of
Tiers ranging from 0 to IV.

e Tier 0: These projects are fully funded.

e Tierl: The District plans to fund these projects in the 5-Year Capital Plan as these are the
highest priority projects. The District is 90% confident that revenue will be available to fund
these projects at the levels identified.

e Tier ll: The District would like to fund these projects in the 5-Year Capital Plan, but they
are contingent upon adequate revenue being available. There are limitations associated
with the various revenue sources available to RT, and this could impact its ability to move
Tier 2 projects forward.

e Tierlll: These projects are identified as “Opportunity-Based”. They are unfunded in the 5-
Year Capital Plan based on current revenue projections; however, there is potential for
‘new” state and federal transportation funding sources. Tier Il projects were included in
the program to both recognize and maximize the District’s ability to take advantage of
potential new funding streams and are the basis for the District’s capital advocacy efforts.

e Tier IV: Future projects planned for completion from 2014 to 2039. The projects are
contingent upon adequate revenues being available to RT, and this could impact its ability
to work on these projects. If funding falls short, these projects will move out on the time
line.

On an annual basis, the Capital Improvement Plan is reviewed, updated, and reissued in its
entirety as one year drops and a new year is added. As part of the annual budget development
cycle, the current year (Fiscal Year 2011) of the 5-year Capital Improvement Plan will be adopted
as the Fiscal Year 2011 Capital Budget.

Capital Budget

The Abridged Budget document includes a comprehensive list of proposed capital projects for
new expenditure authorization and a complete list of all currently funded capital projects. The
Fiscal Year 2011 Capital Budget proposes $24.3 million for Tier 0 and Tier | capital projects. The
largest funding category is Fleet ($8.0 million). Projects represented in this category are: UTDC
Light Rail Vehicle Acquisition & Retrofit ($5.3 million), Para transit Vehicle Replacement ($2.8
million). No Tier Il, Ill, or IV projects are proposed for Fiscal Year 2011.

Looking Ahead

The District must work diligently to conform and modify plans with the federal and state budget
constraints and recent funding changes. As previously stated, the overall outlook for the District
has not improved from earlier projections of severely constrained operating and capital revenues
through 2012. The District will continue to work through these fiscal challenges and uncertain
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funding levels by focusing on cost containment, with all discretionary spending being reviewed.
Staff will continue to search for new and innovative revenue sources to support operating and
capital expenditure plans. Staff continues to implement ongoing cost containment efforts.

Fiscal Year 2011 Budget Schedule
The Fiscal Year 2011 budget schedule includes the following:

April 12", 2010 - Presentation of Abridged Budget to Board of Directors

- Request Board Authorization to Release the Fiscal Year 2011 Budget and
Set a Public Hearing for Fiscal Year 2011 Proposed Budget

May 10, 2010 - Public Hearing for Proposed Fiscal Year 2011 Budget
June 12, 2010 - Continue Public Hearing and Board Adoption
July 1, 2010 - Beginning of new Fiscal Year 2011

Public Hearing Process

Pursuant to Section 102205(c) and (d) of the District’s enabling legislation, the proposed budget
must be submitted to each voting entity represented on the Board not less than 60 days prior to its
adoption, and the Board must adopt the budget at a public hearing that is advertised in a
newspaper of general circulation 15 days prior to the hearing. Staff is requesting Board
authorization to release the Fiscal Year 2011 Budget on April 12, 2010. In addition to the hearing
required by District’s enabling legislation when the budget is adopted, staff recommends that the
Board set a budget hearing prior to the adoption of the budget in order to obtain public comments
earlier in the budget development process. Staff recommends that a hearing on the preliminary
budget be conducted at the District’s regular meeting beginning at 6:00 p.m. on May 10, 2010.
The public hearing will be advertised in a newspaper of general circulation, on District’'s web site
www.sacrt.com, and in an RT news release.

In addition to the foregoing, District's Standard Operating Procedure FI-SOP-03-001 contains
notification procedures required by FTA regulations pertaining to a grant recipient’s program of
projects (capital projects). Since the District adopts a combined operating and capital budget, RT
must comply with the FTA’s notification requirements pertaining to RT’s program of projects.
Pursuant to FI-SOP-03-001, the preliminary capital budget must be released for at least a 30-day
review period before action is taken by the Board of Directors. The notice of availability for the
preliminary capital budget will be distributed via first-class mail to incorporated cities within the
District, the County of Sacramento, neighboring cities adjacent to the District, interested special
districts within the District, public transit operators, and private transportation providers. The
notice will also be published in a newspaper of general circulation and minority-focused
newspapers, as well as on mini-posters for display inside bus and light rail vehicles.


http://www.sacrt.com/
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Staff recommends that the Board authorize staff to release the Sacramento Regional Transit
District Proposed Fiscal Year 2011 Operating and Capital Budgets and set notice of a Public
Hearing for May 10, 2010.
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RESOLUTION NO. 10-04-

Adopted by the Board of Directors of the Sacramento Regional Transit District on this date:

April 12, 2010

AUTHORIZING STAFF TO RELEASE THE SACRAMENTO REGIONAL TRANSIT
DISTRICT PROPOSED FISCAL YEAR 2011 OPERATING AND CAPITAL BUDGETS
AND SET NOTICE OF A PUBLIC HEARING FOR MAY 10, 2010

BE IT HEREBY RESOLVED BY THE BOARD OF DIRECTORS OF THE
SACRAMENTO REGIONAL TRANSIT DISTRICT AS FOLLOWS:

THAT, the General Manager/CEO or his designee is hereby authorized to release
the proposed Operating and Capital Budgets for Fiscal Year 2011, including the
information described in paragraphs (3) to (10) of Public Utilities Code Section 102205(b)
and a draft apportionment of votes, and notice a public hearing for said budgets for May
10, 2010.

STEVE MILLER, Chair

ATTEST:

MICHAEL R. WILEY, Secretary

By:

Cindy Brooks, Assistant Secretary



