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Att. B, Al 25, 6/9/05, FIN 310.1

SAN DIEGO METROPOLITAN TRANSIT SYSTEM

Resolution No. 05-4

A Resolution Approving the Fiscal Year 2006 Budget

WHEREAS, MTS staff has coordinated with the staff of San Diego Transit Corporation
(SDTC), San Diego Trolley, inc. (SDTI), MTS Contract Services, Chula Vista Transit, National City
‘Transit, and Coronado Ferry (hereafter referred to as MTS Operators) throughout the budget

“preparation process to ensure consistent budget assumptions; and

WHEREAS, the budgets have been prepared usmg the budget assumptions approved
by the MTS Board of Directors; NOW THEREFORE, BE IT RESOLVED, by the San Diego Metropolitan
Transit System Board of Directors, hereinafter "Board,” as follows:

1. Thatthe budget for fiscal year (FY) 2006, on file with the Clerk of the Board, is
hereby adopted (including MTS, SDTC, SDTI Chula Vista Transit, National Clty Transit, and
Coronado Ferry).

2. That the Chief Executive Officer is authorized to transfer appropriate amounts up
to $100,000 between object accounts, so long as the total amount authorized to be spent for an object
account by the FY 06 Budget is not exceeded by more than $100,000, the total amount authorized to
be spent by the FY 06 Budget is not exceeded, and all such transfers are reported to the Board of
Directors in the monthly Budget Monitoring Report.

3. That the Chief Executive Officer is authorized to approve expendifures' uptoa
maximum of $100,000 for local firms and up to a maximum of $25,000 for all others.

4, That the Chief Executive Officer or his designated representative is authorized to
approve expenditures up to a maximum of $5,000 for the purchase of materials, services, supplies, and
equipment within the confines of the authorized budget.

5. That the check-signing authority on behalf of the Board shall be governed by
MTS Pohcy No. 41, Slgnature Authonty

6. That the Board authorrze awage lncrease pool of 3 percent forall -

' nonrepresented employees of MTS.

7. Thatthe Board apprdves $438,157 for the FY 06 Perforrhance Incentive Plan.

8. That the annual lease and debt service payments aré included in the FY 2006
Budget as set forth in Section 7.03 of the proposed FY 06 budget.

9. That each of the budgets for MTS and the MTS Operators establish absolute

spending limits, and that the budgeted expenditures cannot be exceeded without prior written approval
of the MTS Board of Directors.

[

10. That any budget variances will be reported to the MTS Board of Directors

11.  That MTS is authorized to withhold monthly subsidy payments to those operators
who do not provide the information according to an establrshed schedule.
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12. That the position schedules of MTS, SDTC, and SDTl as contained in the FY 06
budget are approved. : ' :

PASSED AND ADOPTED, by the Board of Directors this _ g" day of __June 2005,
by the following vote: _

AYES:  Atkins, Clabby, Ewin, Jones, Lewis, Maienschein, Monroe, Morrison,
~ Rindone, Roberts, Rose, Williams, Young

NAYES: None
ABSENT: Emery, Zucchet

/ STAININ :

pine

DG
g/

San Diego Metropohtan Tr hsit System

Filed by , ' Approved as to form:

Lot il

Clerk of the Board
San Diego Metropolitan Transit System

JGarde
RES-05-4.FY06BUDGET. LMAR!NESI
5/26/05
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San Diego Metropolitan Transit System
Chief Executive Officer’s Statement
Proposed Budget Fiscal Year 2006
Section 1.01

Review of Fiscal Year 2005

Fiscal year 2005 has proved to be an importaht year in MTS history and will remembered as a year of
challenge and change.

It is the first full year of working as an operating agency after the split off of functions to SANDAG
under SB 1703. This legislation tasked the regional planning and programming functions to SANDAG
and the operating functions to MTS. Internally, several MTS departmental functions have been
consolidated from the various operating agencies. This consolidation has given MTS the ability to
sharpen the focus of our core mission of operations and begin the journey to unify processes and
develop organizational cohesiveness. Adaptation to this change has focused MTS on its new

~ operating role of providing quality, efficient, reliable service to our customers. Some of the

consolidating functions include Human Resources, Finance, Information Technology, Procurement
and Planning.

From a financial perspective, MTS has been in a non-sustainable position with recurring expenses

- exceeding recurring revenues for the past several years. Within the 2005 fiscal year, MTS utilized

$15.0 million of non-recurring revenues to balance the budget. Included within this $15.0 million
figure, $8.2 million was contingency reserve usage. As MTS’ total operating budget was $207.9
million, the total non-recurring revenue represents 7.2% of the budget.

Another challenge MTS faced over the fiscal year is energy rates. Diesel and Compressed Natural
Gas (CNG) rates have increased significantly throughout the fiscal year. The original budgeted rates
for diesel and CNG were $1.10 per galion and $0.90 per therm, respectively. Rates have increased
within the fiscal year, and have averaged throughout the year at approximately $1.63 per gallon for
diesel and $1.04 per therm for CNG. The impact of this dramatic increase is approximately $2.2
million in operating dollars.

Several exciting strategies and opportunities arose within the fiscal year. The second half of the
calendar year 2004 (the first half of fiscal year 2005) brought excellent trolley ridership fueled from
Padres’ games at Petco Park. Bus Operations completed most of its preventative maintenance
program which has shown tremendous improvement in reducing problems that affect service. The
miles between mechanical failures have improved 168 percent since August 2004. Bus Operations
has shown strong improvement in its on-time performance (90.1% in March 2005 up from 72.5% in
July 2003): MTS is in the process of conducting its first ever Comprehensive Operational Analysis
(COA). The COA process will aid in matching our resources to riders’ needs and bring our service
levels in line with the recurring resources we have to sustain them. In November of 2004, TransNet
was reauthorized for an additional 40 years continuing a stable local source of funding for future
years. :

Overview of the Budget Process

This budget includes all MTS transit resources which are budgeted coliectively and includes Bus
Operations, Rail Operations, Contracted Bus Operations, Chula Vista Transit (CVT), National City
Transit (NCT), and the Coronado Ferry. :



The budget has a different look this year as we have an operating budget and a capital budget similar
to other Transit agencies. Additionally, operating revenues and expenses for the various operators
are shown consolidated rather than their individual net operating subsidy.

As discussed above, a number of departments were functionally consolidated in fiscal year 2005 and
several others are planned to be consolidated within fiscal year 2006. For fiscal year 2005 most of the
related costs remained in the various operators’ budgets. For fiscal year 2006 these are now added
to the Administrative areas within this budget. This explains the large change in administrative costs
from fiscal year 2005 to fiscal year 2006. These cost “increases” are for the most part transfers of
these departments from operations such as Bus Operations and Rail Operations to the Administrative
activities area.

Al operators and departments submitted budgets utilizing a zero based approach. This allowed us to
review all expenses from the ground up rather simply increasing an unjustified base. Utilizing this
process base operations and administrative costs were held to a 2.1% increase after being adversely
affected by high energy, health care, and pension cost increases.

Fiscal Year 2006 Operational Highlights

The Mission Valley East light rail transit (LRT) segment is slated to open in July 2005. This will add
5.9 miles of new track and four new stations to our Rail Operations’ service including our first tunnel at
San Diego State University. A new line consisting of current Blue Line stations from Old Town to
Mission San Diego together with the four new stations and continuing to Santee will now be the Green
Line. Included are 11 new low floor vehicles which will better aid our disabled riders.

Implementation of the Comprehensive Operational Analysis (COA) phases | and Il are scheduled
within the 2006 fiscal year. The goal of the COA is to evaluate and restructure MTS services and
operations to more efficiently and effectively serve the region’s transit needs and meet regional
transportation goals within the constraints of the current financial and operating environment.

We will continue consolidating administrative and support departments into MTS including
Procurement, Stores, Telephone Information Services, and the Transit Store. This will allow
operations’ areas to concentrate their focus, processes to be become more uniform, and continued ~
development of efficiencies. :

Preview of Fiscal Year 2006
Moving into fiscal year 2006 and beyond, MTS is faced with two major challenges.
As indicated previously, MTS historically has utilized non-recurring funding sources to balance the

operating budget. The operating budget goal is usage of only recurring revenues for budget
balancing.

Second, MTS has a woefully under funded capital budget. The total capital needs for the current
fiscal year was over $76.0 million. With only $25.0 million of capital funding available, the unfunded
capital for fiscal year 2006 is $51.0 million. :

Fiscal Year 2006 Budget

With these significant challenges moving forward into fiscal year 2006, MTS has come very close to
the goal of an operating budget funded by recurring revenues.
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