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Date: November 3, 2009
Current Meeting:November 19, 2009
Board Meeting:December 10, 2009

BOARD MEMORANDUM

TO: Santa Clara Valley Transportation Authority
Administration & Finance Committee

THROUGH: General Manager, Michael T. Burns

FROM: Chief Financial Officer, Joseph T. Smith

SUBJECT: Fiscal Year 2010 Quarterly Statement of Revenues and Expenses for the Period 
Ending September 30, 2009

3331 North First Street · San Jose, CA  95134-1927 · Administration 408.321.5555 · Customer Service 408.321.2300

Policy-Related Action: No Government Code Section 84308 Applies: No

ACTION ITEM

RECOMMENDATION:

Review and accept the Fiscal Year 2010 Quarterly Statement of Revenues and Expenses for the 
period ending September 30, 2009.

DISCUSSION:

This memorandum provides a brief discussion of significant items and trends on the attached 
Statement of Revenues and Expenses through September 30, 2009.  The schedule has been 
designed to follow the same company-wide line item rollup as included in the adopted budget.  
The columns have been designed to provide easy comparison of actual to budget activities for 
the current fiscal year, along with a column reflecting the percentage of the budget exhausted 
(actual revenue received or funds expended) to date.  The current staff projections of Revenues 
and Expenses for Fiscal Year 2010 are also included.

The following are highlights of the current Statement of Revenues and Expenses:

Revenues 

Fiscal year-to-date Total Revenues (line 11) are below budget estimates by $10.9M, primarily 
due to unfavorable variances in Fares (line 1) and Sales Tax-based accounts, including 1976 
Half-Cent Sales Tax (line 2), TDA (line 3), and Measure A Sales Tax Operating Assistance (line 
4).  This shortfall was partially offset by a positive variance in Federal Operating Grants (line 6).

Fares (line 1) shows a unfavorable variance of $0.7M through the first three months of the year, 
the result of decreased ridership attributable to a weak economy and high local unemployment.
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Sales Tax-based revenues, including 1976 Half-Cent Sales Tax (line 2), TDA (line 3), and 
Measure A Sales Tax Operating Assistance (line 4), accounted for a collective shortfall of 
$11.4M below budget estimates.  This is a reflection of the impact of a slowing economy upon 
locally generated taxable sales.  Current projections for these three revenue sources for FY 2010 
reflect a 13.1% decrease from FY 2009.

Federal Operating Grants (line 6) shows an increase of $1.2M over budget, the result of utilizing 
10% of American Recovery and Reinvestment Act of 2009 (ARRA) funds for operating rather 
than capital.  

Expenses

Overall, Fiscal year-to-date Total Expenses (line 44) were $5.5M below budget driven primarily 
by favorable variances in Materials and Supplies (line 13), Professional & Special Services (line 
15), Other Services (line 16), and Reimbursements (line 28).

Materials and Supplies (line 13) reflects a positive variance of $0.7M, primarily related to 
savings in costs in support of maintaining the bus and light rail fleet.  

Professional & Special Services (line 15) and Other Services (line 16) have positive variances of 
$0.5M and $0.6M respectively, generally due to timing of contracted activities. 

Reimbursements (line 28) are derived primarily from activities within the capital program.  The 
year-to-date positive variance of $0.8M is primarily due to timing of reimbursable project 
activities.

Paratransit (line 31) shows a positive variance of $0.8M through the first quarter, the product of 
continued efficiency strategies to contain costs and a decrease in passenger rides.

SUMMARY:

Through the first three months of the year, revenues fell short of budgeted projections by $10.9M 
while expenses were $5.5M below budget estimates, for an overall negative variance of revenues 
over expenses (line 45) of $5.4M.

FISCAL IMPACT:

There is no fiscal impact as a result of this action.

Prepared by: Carol Lawson, Fiscal Resources Manager
Memo No. 1872
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY 
STATEMENT OF REVENUES AND EXPENSES 

Fiscal Year 2010 
through September 30, 2009 

(Dollars in Thousands) 
 

 

Line Category 
Fiscal Year-

to-Date 
Actual 

Fiscal Year-
to-Date 
Budget 

Year-to-Date 
Variance 

FY 2010 
Current 
Budget1

% of Budget 
Received/ 
Expended 

FY 2010 
Projection2

1 Fares 8,545 9,239 (694) 38,533  22.18% 34,800 
2 1976 Half-Cent Sales Tax 30,024 35,657 (5,633) 144,420  20.79% 119,597 
3 TDA 12,155 16,969 (4,814) 67,877  17.91% 47,546 
4 Measure A Sales Tax-Oper Asst 5,576 6,513 (937) 26,380  21.14% 22,074 
5 STA 0 0 0 0  N/A 0 
6 Federal Operating Grants 13,863 12,693 1,170 50,946  27.21% 55,676 
7 State Operating Grants 541 506 35 2,023  26.74% 2,023 
8 Investment Earnings 678 549 129 2,196  30.87% 2,196 
9 Advertising Income 497 506 (9) 2,023  24.57% 2,023 
10 Other Income 2,098 2,283 (185) 15,202  13.80% 15,202 
11 Total Revenues 73,977 84,915 (10,938) 349,600  21.16% 301,138 
12 Labor Costs 62,865 64,105 1,240 253,360  24.81% 249,260 
13 Materials & Supplies 3,218 3,865 647 15,432  20.85% 15,432 
14 Security 1,792 1,895 103 7,584  23.63% 7,584 
15 Professional & Special Services 589 1,110 521 3,685  15.98% 3,685 
16 Other Services 1,385 2,000 615 8,016  17.28% 8,016 
17 Fuel 2,628 2,735 107 10,829  24.27% 10,672 
18 Traction Power 919 978 59 3,351  27.42% 3,276 
19 Tires 384 403 19 1,597  24.05% 1,597 
20 Utilities 573 615 42 2,461  23.28% 2,461 
21 Insurance 1,191 1,211 20 4,847  24.57% 4,847 
22 Data Processing 638 733 95 2,694  23.68% 2,694 
23 Office Expense 67 87 20 347  19.31% 347 
24 Communications 274 273 (1) 1,039  26.37% 1,039 
25 Employee Related Expense 144 209 65 828  17.39% 828 
26 Leases & Rents 108 129 21 512  21.09% 512 
27 Miscellaneous 119 195 76 946  12.58% 946 
28 Reimbursements (11,479) (10,655) 824 (41,966) 27.35% (41,966) 
29 Subtotal Operating Expense 65,415 69,888 4,473 275,563  23.74% 271,231 

30 Paratransit3 7,166 7,921 755 32,132  22.30% 30,526 
31 Caltrain3 4,708 4,542 (166) 18,179  25.90% 18,179 
32 Light Rail Shuttles3 7 9 2 34  20.59% 34 
33 Altamont Commuter Express3 1,115 1,127 12 4,509  24.73% 4,509 
34 Highway 17 Express3 101 103 2 411  24.57% 411 
35 Dumbarton Express3 90 114 24 457  19.69% 457 
36 Monterey-San Jose Express Service3 10 11 1 46  21.74% 46 
37 Contribution to Other Agencies 157 168 11 671  23.40% 671 
38 Debt Service 2,471 2,852 381 20,893  11.83% 20,893 
39 Other Expense 0 0 0 0  N/A 0 
40 
 

Subtotal Other Expense 15,825 16,847 1,022 77,332  20.46% 75,726 

41 Operating & Other Expenses 81,240 86,735 5,495 352,895  23.02% 346,957 

42 Contingency 0 0 0 500  0.00% 500 
43 Contingency Utilization 0 0 0 0  0.00% 0 
44 Total Expenses 81,240 86,735 5,495 353,395  22.99% 347,457 

45 Surplus/(Deficit) to Reserves (7,263) (1,820) (5,443) (3,795)  (46,319) 

                                                 
1 Reflects Adopted Budget approved by the Board on June 4, 2009 
2 Reflects current staff projection as of 10/29/09 
3 Includes allocation of indirect costs 
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY 
SOURCES AND USES OF FUNDS SUMMARY 

Fiscal Year 2010 
through September 30, 2009 

(Dollar in Thousands) 
 

Line Description 

FY 2010 
Adopted 
Budget1

FY 2010 
Projection2

FY 2011 
Adopted 
Budget1 

FY 2011 
Projection2 

1 Total Revenues 349,600 301,138 336,255 301,850 

2 Total Operating Expenses 353,395 347,457 359,529 349,616 

3 Operating Revenues Over (Under) Expenses (3,795) (46,319) (23,274) (47,766) 

4 Total VTA Transit Capital 102,481 102,481 17,228 17,228 

5            Less:  Funding from Grants & Other Sources  (96,040)  (91,290) (13,403) (13,403) 

6 VTA Transit Share, drawn from Reserves 6,441 11,191 3,825 3,825 

7 Beginning Reserves 46,045 46,045 42,250 (274) 

8 Operating Revenues Over (Under) Expenses (3,795) (46,319) (23,274) (47,766) 

9 From (To) Debt Reduction Fund for Capital 6,441 11,191 3,825 3,825 

10 VTA Transit Funds, drawn from Reserves for Capital  (6,441)  (11,191) (3,825) (3,825) 

11 Projected Ending Operating Reserves 42,250 (274) 18,976 (48,040) 

12 Projected Operating Reserve %3 12.0% -0.1% 5.3% -13.4% 
 

 
                                                 
1 Adopted Budget approved by the Board on June 4, 2009 
2 Reflects current staff projection as of 10/29/09 
3 Line 11 divided by Budgeted Line 2  
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Date: November 3, 2009
Current Meeting:November 19, 2009
Board Meeting:December 10, 2009

BOARD MEMORANDUM

TO: Santa Clara Valley Transportation Authority
Administration & Finance Committee

THROUGH: General Manager, Michael T. Burns

FROM: Chief Financial Officer, Joseph T. Smith

SUBJECT: Contract Award – Money Manager Services

3331 North First Street · San Jose, CA  95134-1927 · Administration 408.321.5555 · Customer Service 408.321.2300

Policy-Related Action: No Government Code Section 84308 Applies: Yes

ACTION ITEM

RECOMMENDATION:

Authorize the General Manager to execute an agreement with UBS Global Asset Management 
for the management of the US Core Real Estate portfolio portion of SCVTA - ATU Pension Plan 
assets.

BACKGROUND:

To enhance the SCVTA - ATU Pension Plan’s asset allocation and align its assets closer to the 
Plan’s liabilities, the SCVTA - ATU Pension Board (Pension Board) approved an Asset-Liability 
Study which was completed in January 2008, followed by a Portfolio Structuring Analysis, 
which was completed in August 2008.  Both studies were completed by Mercer Investment 
Consulting Incorporated (Mercer), as the investment consultant to the Pension Board.  Based on 
the results of the studies Mercer recommended, and the ATU Pension Board approved, that two 
new asset classes be added to the VTA/ATU Pension Plan Investment Portfolio.  

The new asset classes include real estate and emerging markets.  By including these two asset 
classes, the expected annual return for the pension portfolio increases from 7.93% to 8.32%.  
Furthermore, the overall risk of the portfolio, as measured by its standard deviation, declines 
from 11.46% to 11.03%.  Standard deviation provides a quantified estimate of the uncertainty of 
future returns, or how far the value of an investment moves above or below its average value.  
The wider the range, which means the greater the standard deviation, the riskier an investment is 
considered to be.  The reason for the reduction in risk is the increase in diversification.

DISCUSSION:
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On October 14, 2008, VTA engaged Mercer to search for US Core Real Estate managers.  
Mercer uses a proprietary database called its Global Investment Manager Database (GIMD), 
which stores information for over 3,300 investment managers including firm-wide 
demographics, investment product details, performance, independent research including meeting 
notes, news items and managers ratings.  All investment managers who participated in the 
selection process were asked to access the GIMD and ensure that all details about their firms 
were correct and up to date.  Due to the high volatility and market stress of the real estate market 
condition at that time, the ATU Pension Board deferred the search for Real Estate managers until 
March 2009.

Using the GIMD, Mercer narrowed the search and on March 10, 2009 Mercer presented the 
credentials of five Investment Management Firms for real estate manager (JPMorgan, MREA, 
Prudential, RREEF, and UBS Realty).  The Pension Board selected the top three candidates 
(JPMorgan, Prudential, and UBS Realty) for interviews based on the following criteria:  

Organization

1. Firms that have been managing assets for at least five years, preferably longer,
2. Firms with sufficient assets under management, such that our assets would not represent a 

significant percentage of total assets, and,
3. Firms that produce superior investment returns overtime, with stock and asset selection 

methods that can increase the probability of investment success.

 Performance

1. Verifiable track record that demonstrates consistent adherence to stated investment 
approach,

2. Risk and return characteristics of historical data that are consistent with the prescribed 
benchmark, and,

3. Performance that is generally competitive over time when compared to other managers 
with the same index.

Interviews with the selected finalists were conducted on September 1, 2009.  The interviews 
were evaluated by a panel consisting of the Investment Committee members (three VTA 
management representatives and two ATU representatives) and consultants from Mercer 
utilizing the following factors and criteria:

1. Impression of the Project Manager 
2. Quality of the Team’s Oral Presentation 
3. Content of the Team’s Oral Presentation 
4. Answers to Questions 
5. Project Manager’s ability to work with VTA 
6. Overall Impression of the Team (both in written submittal and oral interview) 

The ranking of the firms interviewed were: UBS Realty (UBS), followed by JPMorgan and 
Prudential.  The panel selected UBS as the preferred Real Estate Investment Managing firm. The 
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primary reason for selecting UBS was the manager’s conservative investment approach that 
consistently benefited the strategy.  

On September 1, 2009, the Pension Board approved UBS Global Asset Management as the fund 
manager to manage the US Core Real Estate portfolio.  

The selection of a fund manager for Emerging Markets will be brought to the Board to consider 
at a future date.

ALTERNATIVES:

The Board could opt not to approve the contract and request that the Pension Board reevaluate 
the asset allocation strategy or the selection of the real estate fund manager.

FISCAL IMPACT:

Annual management fees, which are paid with Pension Plan assets, are estimated to be $321,000 
for the $30 million real estate portfolio.

Prepared by: Manny Bagnas, Investment Services Manager
Memo No. 2234
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Listing of Consultants 
Money manager Services 

 
REAL ESTATE 
  UBS REALTY INVESTORS LLC 
  UBS FUND SERVICES (USA) LLC 
  242 Trumbull Street 
  Hartford, CT  06103‐1212 
 
  Contact Information: 
 
  Maria C. Bascetta 
  Director – Client & Porfolio Services 
  (860) 616‐9021 
  Maria.bascaetta@ubs.com 
 
  Deborah Ulian 
  Director – Client & Portfolio Services – San Francisco 
  455 Market Street – Suite 1540 
  San Francisco, CA  94105 
  (415) 538‐4850 
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Date: November 4, 2009
Current Meeting:November 19, 2009
Board Meeting:December 10, 2009

BOARD MEMORANDUM

TO: Santa Clara Valley Transportation Authority
Administration & Finance Committee

THROUGH: General Manager, Michael T. Burns

FROM: Chief External Affairs Officer, Greta Helm

SUBJECT: Transit Advertising - Contract Award to Lamar Corporation

3331 North First Street · San Jose, CA  95134-1927 · Administration 408.321.5555 · Customer Service 408.321.2300

Policy-Related Action: No Government Code Section 84308 Applies: Yes

ACTION ITEM

RECOMMENDATION:

Authorize the General Manager to execute a contract with Lamar Corporation to sell, display and 
manage the advertising program on VTA Bus and Light Rail Vehicles for a three-year term 
beginning on January 1, 2010 through December 31, 2012, with an option for VTA to extend the 
contract for two additional one-year periods for 2013 and 2014.  

BACKGROUND:

VTA, like many public transportation agencies in the United States, contracts exclusively with a 
firm to manage, sell and post advertisements on the interiors and exteriors of its transit vehicles.  
The firm under contract has the exclusive right to sell the advertising space on behalf of VTA.  
VTA has contracted with CBS Outdoor (formerly known as Viacom Outdoor Group, Inc.) since 
January 1, 2005.  VTA’s contract with CBS Outdoor will expire on December 31, 2009.  

DISCUSSION:

A Request for Proposals (RFP) was issued on August 10, 2009.  Responses were received from 
four firms and reviewed by a panel consisting of the Chief of External Affairs; the Public 
Information Officer; the Deputy Director of Operations - Operations Planning; the Senior 
Mechanical Engineer - Bus Systems; the Sales & Promotions Supervisor; and the Contracts 
Administrator II.  

The evaluation criteria for the RFP were:
• Experience & Qualifications
• Revenue
• Responsiveness of Proposal
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• Local Firm Preference

The revenue proposals were to cover the following different potential groups of advertising:
1. Bus 

a. Exterior/Interior Advertising
b. Wraps

2. Light Rail
a. Exterior/Interior Advertising
b. Wraps

3. Optional Advertising
a. Bus Fronts
b. Non-VTA Operated Service
c. Television Monitors
d. Tunnels
e. Light Rail Stations
f. Any Additional Options Submitted by Proposer

Proposals were received from CBS Outdoor, Titan Outdoor, Lamar Corporation and Transit 
Treasure, Inc.  Transit Treasure’s proposal did not fulfill the requirements of the RFP and was 
deemed non-responsive.  

The results of the financial evaluation of the three qualified proposers are as follows:

Proposer____      Guaranteed Income For Five Years    Revenue Share

Lamar Corporation $7,400,000 60%
Titan Outdoor $4,400,000 55%
CBS Outdoor $2,000,000 55%

Lamar’s proposal was the best all around  in terms of offering the best income, the expertise  and 
integrity of their team members,  their unique strengths (family run business through 3 
generations), and commitment to support a sustainable, accessible and community focused 
transportation program.  Founded in 1902 and based in Baton Rouge, Louisiana, Lamar is a 
publicly owned out-of-home advertising company that has seen steady growth in the transit 
business in the last decade. Currently, it has contracts with 70 transit districts in the United States 
and Canada and includes TriMet (Portland), TransLink (Vancouver), Lane Transit Authority 
(Eugene) and Utah Transit Authority (Salt Lake City).  In addition, they have contracts with 
several Bay Area transit properties namely Tri-Delta Transit, Livermore/Amador Valley Transit 
Authority and Union City Transit.    

Lamar has a well-documented history of success in transit advertising and has a strong and 
established national, regional and local sales team.  Its approach to local sales is a key success 
factor.  Lamar staff will focus on increasing local market advertisements sales which can provide 
additional revenue stream.  Together with its strong regional and national network, Lamar can 
ensure that the Santa Clara County market is well represented in forthcoming media buys.  

Upon award of the contract, Lamar has committed to establishing a local San Jose office.   
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Lamar’s key management and leadership team will dedicate a majority of their time during the 
initial 90-day period to facilitate a seamless transition.  

Lamar is responsible for donating more than $4 million annually to worthwhile non-profit groups 
in its various transit markets. This illustrates Lamar’s dedication to its focus of community and 
sustainability and is closely aligned with VTA’s operating principles.

ALTERNATIVES:

The Board could decide not to approve the transit advertising contract at this time.  Deciding not 
to approve the transit advertising contract would result in a significant revenue loss and VTA 
would incur additional expense to place and maintain onboard bus and light rail carcards 
(currently used to convey vital customer information such as service impacts).  The Board could 
also decide to reject the proposal and re-advertise the RFP.  

FISCAL IMPACT:

Lamar’s financial proposal was the most advantageous to VTA.  Under the terms of the 
recommended action, Lamar would remit to VTA either: 1) a minimum guarantee of $1.2 million 
in 2010, $1.4 million in 2011 and $1.5 million in 2012 or 2) 60% of net sales, whichever is 
greater.  If VTA were to extend the contract for two additional one-year periods for 2013 and 
2014, VTA would receive from Lamar either:  1) a minimum guarantee of $1.6 million in 2013 
and $1.7 million in 2014 or 2) 60% of net sales, whichever is greater.  By having the option to 
receive the greater of either a minimum annual guarantee or percentage of net sales, VTA will 
have the opportunity to collect additional revenues at such time the economy improves and the 
advertising demand grows.  

If the advertising contract is not renewed, it could result in a revenue loss to VTA in the amount 
of $ 7.4 million in 5 years.

SMALL BUSINESS ENTERPRISE (SBE) PARTICIPATION:

Because this is a revenue agreement, VTA did not establish a specific goal for this program but 
contractors are encouraged to afford maximum opportunity to SBEs.  

Prepared by: Dino Guevarra, Sales & Promotions Supervisor
Memo No. 2303
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          ATTACHMENT A 
 

Contractor Firm Contractor Role Name Location 
Lamar Corporation Senior VP & Regional 

Manager 
Sandy Trahan 1600 Valley River Drive, 

Suite 390  
Eugene, OR 97401 

Lamar Corporation General Manager & 
Vice President 

Casey Sexton 754 South 200 West Salt 
Lake City, UT 84101 

Lamar Corporation Director of National 
Sales 

John M. Miller 5551 Corporate Boulevard 
Baton Rouge, LA 70808 

Lamar Corporation Director of Transit 
Business Affairs 

Cindy Blood 1600 Valley River Drive, 
Suite 390  
Eugene, OR 97401 

Lamar Corporation Market Manager Shelby Stilwell 6252 Preston Avenue 
Livermore, CA 94551 

    
    
 
 

14.a




