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passenger revenue is projected to be $70,902,000 in the FY 2023 amended budget, an
increase by $502,000 (0.7%) from the original budget.

Other Operating Revenue: Other operating revenue is projected to increase by $80,000 (0.4%)
versus the original FY 2023 budget. Although the overall change is minimal, there are some
major changes within different revenue sources. Energy credit revenue is projected to decrease
by $3,546,000 (-35.8%) due to the low market price of Low Carbon Fuel Standard (LCFS) credit
prices. The original budget assumed $140 credit price, and the credit price has averaged $74
per credit in FY 2023 thus far, resulting in significantly lower revenue. Offsetting this decrease is
increases in advertising revenue, interest revenue, and Pronto card fee revenue. Advertising
revenue is increasing by $1,746,000 (93.5%) in the amended budget due to a remarkable year
for vehicle advertising revenue (bus/trolley wraps) as Comic-Con and special events returned
from pandemic lows. Interest revenue is increasing by $1,306,000 (601.7%) due to high interest
rates. Pronto card fee revenue, the revenue generated when customers purchase Pronto cards,
is projected to increase by $438,000 (115.5%).

Subsidy Revenue: Subsidy revenue, in total, is projected to increase by $1,690,000 (0.6%),
primarily due projected increases in TransNet revenue.

MTS receives a variety of recurring federal revenues (Federal Transit Administration (FTA)
Sections 5307, 5337, 5339, 5311, etc.) for preventive maintenance, paratransit operations, rural
operations, and capital projects. Recurring federal revenues are expected decrease by
$255,000 (-0.4%) from the original FY 2023 budget, primarily due to reflecting the actual rural
5311(f) funding allocation for FY 2023.

On March 27, 2020, the President signed the Coronavirus Aid, Relief, and Economic Security
(CARES) Act, which provided $25 billion to the transit industry nationwide. MTS is expected to
receive $220 million in CARES Act funding over multiple fiscal years to supplement lost
revenues and increased expenses related to the pandemic. On March 11, 2021 the President
signed the American Rescue Plan (ARP) Act into law, providing $140 million in additional
stimulus funding for MTS. In total, MTS has been allocated $360 million in federal stimulus
funds that MTS has used to fund structural deficits in the operating budget thus far. MTS has
drawn and received $174.8M of these stimulus funds so far. The original FY 2023 budget
included $37,260,000 of stimulus funds to cover the projected structural deficit. The current
amended budget draft assumes no change to the projected stimulus funding amount. However,
staff is recommending to start drawing stimulus funds based on eligible expenses in the
operating budget, versus only covering the structural deficit. This would result in an increase
approximately $50M in stimulus funds in the amended budget, with excess revenues being
allocated to a reserve for addressing structural deficits in future years once stimulus funds were
exhausted based on eligible reimbursements in the operating budget.

Transportation Development Act (TDA) revenue is remaining at the original budget of
$97,808,000. TDA is one-quarter of a percent of the 7.75% sales tax in the region and is
apportioned by the San Diego Assaociation of Governments (SANDAG). TDA funds both the
operating and capital budget. Regional sales tax receipts continue to be stronger than original
estimates, with cash receipts through January 2023 exceeding SANDAG's budgetary figure.
The TDA claim for FY 2023 will not change, and favorable TDA revenue will be available in FY
2024 and later when new annual claims are submitted. TransNet revenue is expected to
increase by $1,914,000 (2.9%). TransNet is a one-half cent local sales tax revenue distributed
to MTS both on a formula basis as well as through direct reimbursement for TransNet funded
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services such as Bus Rapid Transit (BRT) operations and the Mid-Coast extension. The overall
formula share is expected to increase by $1,000,000 (2.5%) versus the original budget due to
stronger than anticipated regional sales tax receipts. TransNet provided as direct
reimbursement for BRT services and Mid-Coast is expected to increase by $914,000 (3.6%),
based on projected increases in net subsidy needed to fully fund these services, with farebox
recovery being lower than initially projected.

State Transit Assistance (STA) revenue is staying at the FY 2023 original budget of
$11,300,000. STA is a state sales tax revenue derived from the sales tax on diesel fuel and
apportioned by the state. STA is primarily used to fund the capital budget due to its volatile
history; however, a portion is used to fund operations.

State revenue is expected to increase by $32,000 for FY 2023. State revenue includes
reimbursement from Medi-Cal for eligible trips to and from medical appointments.

Other local funds are projected to remain at the original budget figure of $6,491,000. Other local
funds include Fastrak toll revenue provided by SANDAG, reimbursement from UCSD for
operating the Route 201 and 202 shuttle service, and smaller revenue streams provided by the
City of San Diego and the North County Transit District through ancillary agreements.

Reserves: For Hire Vehicle Administration (FHVA) and San Diego & Arizona Eastern (SD&AE)
are self-funded entities who must balance their operating expenses with operating revenues or
their contingency reserve revenue. FHVA is projected to add $82,000 to its reserve balance in
the FY 2023 amended budget, as revenues are expected to exceed expenses. SD&AE is
projected to add $34,000 to its reserve, as revenues are expected to exceed expenses. In total,
consolidated revenues are projected to increase by $2,147,000 (0.6%).

Expenses: Total consolidated operating expenses are projected to increase by $2,147,000
(0.6%) from the original budget.

Personnel: Personnel-related expenses are increasing by $1,153,000 (0.7%), primarily due to
increasing worker’s compensation disability and medical payments within bus and rail
operations. The budget for bus operator wages is projected to increase due to significant raises
that were provided to address the bus operator shortage; however lower service levels versus
the original budget negated the majority of the impact in the FY 2023 amended operating
budget.

Outside Services: Total outside services are projected to decrease by $8,315,000 (-5.9%). This
is primarily due a projected decrease of $5,641,000 in purchased transportation costs from fixed
route service as well as paratransit service. Fixed route purchased transportation costs are
decreasing primarily due to reduced service levels resulting from the driver shortage. Paratransit
purchased transportation costs are decreasing due to service demand being lower than
anticipated in the original budget. Outside services are also decreasing significantly due to a
reduction in projected repair and maintenance costs within trolley operations. The original
budget assumed $1.4M for rail tie replacement and $1.1M for drive-unit overhauls onboard the
light rail vehicles. Both activities were postponed until the FY 2024 operating budget due to
timing of contract award. Lastly, outside services costs are decreasing due to a reduction in the
forecast for Pronto operating and maintenance costs. MTS was not contractually obligated to
pay operating and maintenance costs until the capital project was completed and accepted by
MTS. The original budget assumed the project would be completed and accepted by July 1,
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2022; however, final project acceptance was delayed until December 2022, resulting in
approximately a half year of savings in Pronto software maintenance costs.

Materials and Supplies: Staff projects materials and supplies expenses to increase by
$1,316,000 (8.8%) versus the original budget. This is primarily due to unfavorable revenue
vehicle parts costs within rail operations as a result of inflation as well as some large costly one-
time repairs.

Energy: Energy expenses are projected to increase by $8,319,000 (18.8%), primarily due to
high commodity rates for Compressed Natural Gas (CNG) and electricity. CNG costs are
projected to increase by $4,887,000 (32.9%) and electricity costs for traction power are
expected to increase by $3,180,000 (15.3%) versus the original budget.

Risk Management: Risk management costs are decreasing by $789,000 (-9.2%), primarily due
to projected decreases in liability claim payouts and legal expenses.

General and Administrative. General and administrative costs are projected to increase by
$423,000 (7.2%). This is primarily due to increasing credit card fees, advertising costs within
Marketing, and computer purchases within the Information Technology department.

Debt Service: Debt service costs are remaining at the original budget of $185,000.

Vehicle/Facility Leases. Vehicle/facility leases are expected to increase by $41,000 (2.5%),
primarily due to higher non-revenue vehicle lease costs.

Net income: The increase in revenues and expenses results in a balanced budget.

Therefore, staff recommends that the San Diego Metropolitan Transit System (MTS) Budget
Development Committee forward a recommendation to the MTS Board of Directors to:

1. Enact Resolution No. 23-02 (Attachment B) amending the FY 2023 operating budget for
MTS, San Diego Transit Corporation (SDTC), San Diego Trolley, Inc. (SDTI), MTS
Contract Services, and the Coronado Ferry.

2. Direct staff to accelerate the draws of Federal Stimulus funding and create an Operating
Deficit Reserve with those proceeds for use in future fiscal years.

Sharon Cooney
Chief Executive Officer

Key Staff Contact: Julia Tuer, 619.557.4515, Julia.Tuer@sdmts.com

Attachments: A. Proposed Fiscal Year 2023 Amended Budget
B. Board Resolution No. 23-01
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Agenda Item No. 5

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM
BUDGET DEVELOPMENT COMMITTEE (BDC)

March 2, 2023

SUBJECT:
FISCAL YEAR (FY) 2024 OPERATING BUDGET (MIKE THOMPSON)

INFORMATIONAL ONLY
Budget Impact
None at this time.

DISCUSSION:

Staff will review key assumptions and decision points for the development of the FY 2024
operating budget.

Time Line/Calendar of Budgetary Process

Attachment A provides a recommended budgetary process timeline.

Sharon Cooney
Chief Executive Officer

Key Staff Contact: Julia Tuer, 619.557.4515, Julia.Tuer@sdmts.com

Attachment: A. Calendar of Budgetary Process
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Agenda Item No. Q

MEETING OF THE SAN DIEGO METROPOLITAN TRANSIT SYSTEM
BUDGET DEVELOPMENT COMMITTEE (BDC)

March 2, 2023

SUBJECT:
SAN DIEGO TRANSIT DEFINED BENEFIT PLAN (LARRY MARINESI)

INFORMATIONAL ONLY

Budget Impact

None at this time.

DISCUSSION:

The MTS Board of Directors has given direction to staff to study the San Diego Transit Defined
Benefit (DB) / Defined Contribution (DC) plans to understand the budgetary impact of creating a
new DB plan for Amalgamated Transit Union (ATU) and International Brotherhood of Electrical
Workers (IBEW) represented employees. Staff will present next steps including engaging
consultants and actuaries to provide plan design (formula) options, budgetary costs and

collective bargaining considerations.

Sharon Cooney
Chief Executive Officer

Key Staff Contact: Julia Tuer, 619.557.4515, Julia.Tuer@sdmts.com
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