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ADMINISTRATION & FINANCE COMMITTEE

Thursday, February 17, 2011
12:00 PM

VTA Conference Room B-104
3331 North First Street

San Jose, CA
AGENDA
CALL TO ORDER

1 ROLL CALL

2. PUBLIC PRESENTATIONS:
This portion of the agenda is reserved for persons desiring to address the Committee on
any matter not on the agenda. Speakers are limited to 2 minutes. The law does not
permit Committee action or extended discussion on any item not on the agenda except
under special circumstances. If Committee action is requested, the matter can be placed
on a subsequent agenda. All statements that require a response will be referred to staff
for reply in writing.

3.  ORDERSOF THE DAY

CONSENT AGENDA

4.  Approve the Regular Meeting Minutes of October 21, 2010.

5. Approve the Regular Meeting Minutes of January 20, 2011.

6. INFORMATION ITEM - Receive a Report on Santa Clara Valley Transportation
Authority Investments for the Month of December 2010.

7. INFORMATION ITEM - Review the Quarterly Purchasing Report for October 1 through
December 31, 2010.

8. INFORMATION ITEM - Review Second Quarter FY 2011 Public Liability/Property
Damage Claims Activity Report.

9. INFORMATION ITEM - Review Second Quarter FY 2011 Report of Workers
Compensation Claims and Transitional Work Program.

10. INFORMATION ITEM - Review the 2010 Year End Attendance Report for the VTA
Board of Directors, Ad-Hoc Committees, Board Standing Committees, and Board
Advisory Committees.

11. ACTION ITEM - Adopt a resolution amending the VTA Administrative Code to

incorporate the recently approved governance structure changes reconfiguring the
existing small city groupings to include a new city group comprised of Sunnyvale, Santa
Claraand Milpitas, to be effective January 2012.
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Santa Clara Valley Transportation Authority

Administration & Finance Committee February 17, 2011
REGULAR AGENDA
12. ACTION ITEM - Conduct voting to determine the Committee's Vice Chairperson for
calendar year 2011.

13. ACTION ITEM - Adopt the Express Bus Business Plan as a basis for service changesin
2012, 2015 and 2018 repositioning VTA Express Service as a more attractive aternative
in key commute markets to increase ridership and begin the process of gaining strategic
input from VTA customers.

14. ACTION ITEM - Review and accept the Fiscal Year 2011 Quarterly Statement of
Revenues and Expenses for the period ending December 31, 2010.

15. INFORMATION ITEM - Review the Monthly Legislative History Matrix.
OTHERITEMS

16.  Itemsof Concern and Referral to Administration.

17. Review Committee Work Plan.

18. Committee Staff Report. (J. Smith)

19. Chairperson’s Report. (Kniss)

20. Determine Consent Agenda for the March 3, 2011 Board of Directors Meeting.
21. ANNOUNCEMENTS

22. ADJOURN

NOTE COMMITTEE MEMBERS: In order to establish a quorum for this meeting,
members are asked to call the Board Secretary’s Office at (408) 321-5680 or E-mail:
bd.sec.polling@vta.org before 5:00 p.m. on the day prior to the meeting. Thank you for
your cooperation.

In compliance with the Americans with Disabilities Act (ADA), those requiring
accommodations or accessible media for this meeting should notify the Board Secretary’s
Office 48 hours prior to the meeting a (408) 321-5680 or email:
board.secretary @vta.org, TDD (408) 321-2330. VTA’s Homepage is located on the Web
at: http://www.vta.org/ or visit us on Facebook http://www.facebook.org/scvta
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Santa Clara Valley Transportation Authority
Administration & Finance Committee February 17, 2011

Disclosure of Campaign Contributions to Board Members (Government Code Section
84308) In accordance with Government Code Section 84308, no VTA Board Member
shall accept, solicit, or direct a contribution of more than $250 from any party, or his or
her agent, or from any participant, or his or her agent, while a proceeding involving a
license, permit, or other entitlement for use is pending before the agency. Any Board
Member who has received a contribution within the preceding 12 months in an amount of
more than $250 from a party or from any agent or participant shall disclose that fact on
the record of the proceeding and shall not make, participate in making, or in any way
attempt to use his or her official position to influence the decision. A party to a
proceeding before VTA shall disclose on the record of the proceeding any contribution in
an amount of more than $250 made within the preceding 12 months by the party, or his or
her agent, to any Board Member. No party, or his or her agent, shall make a contribution
of more than $250 to any Board Member during the proceeding and for three months
following the date a final decision is rendered by the agency in the proceeding. The
foregoing statements are limited in their entirety by the provisions of Section 84308 and
parties are urged to consult with their own legal counsel regarding the requirements of the
law.

All reports for items on the open meeting agenda are available for review in the Board
Secretary’s Office, 3331 North First Street, San Jose, California, (408) 321-5680, the
Monday, Tuesday, and Wednesday prior to the meeting. Thisinformation is available on
VTA’swebsite at http://www.vta.org/ and also at the meeting.

NOTE: THE BOARD OF DIRECTORSMAY ACCEPT, REJECT ORMODIFY
ANY ACTION RECOMMENDED ON THISAGENDA.
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ﬁ Valley Transportation Authority

ADMINISTRATION & FINANCE COMMITTEE
Thursday, October 21, 2010

MINUTES

CALL TO ORDER

The Regular Meeting of the Administration and Finance Committee (A&F) was called to
order at 12:07 p.m. by Chairperson Kniss in Room B-104, VTA River Oaks Campus,
3331 North First Street, San Jose, California.

1. ROLL CALL

Attendee Name Title Status

Don Gage Board Member Absent
Liz Kniss Chairperson Present
Chuck Reed Board Member Present
Perry Woodward Vice Chairperson Absent
Nora Campos Alternate Board Member NA

Pete McHugh Alternate Board Member Present
George Shirakawa Alternate Board Member NA

* Alternates do not serve unless participating as a Member.
A quorum was present.

2. PUBLIC PRESENTATIONS
There were no Public Presentations.

3. ORDERS OF THE DAY

There were no Orders of the Day.

CONSENT AGENDA
4, Regular Meeting Minutes of September 16, 2010

M/S/IC  (McHugh/Reed) to approve the Regular Meeting Minutes of
September 16, 2010.

5. Monthly Legislative History Matrix
M/S/C (McHugh/Reed) to review the Monthly Legislative History Matrix.
6. Monthly Investment Report — August 2010

M/S/C (McHugh/Reed) to review the Report on Santa Clara Valley Transportation
Authority Investments for the month of August 2010.

NOTE: M/S/C MEANS MOTION SECONDED AND CARRIED AND, UNLESS OTHERWISE INDICATED,
THE MOTION PASSED UNANIMOUSLY.
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7. Quarterly Attendance Report

M/S/IC (McHugh/Reed) to review the 2010 Quarterly Attendance Report for the VTA
Board of Directors, Ad-Hoc Committees, Board Standing Committees, and Board
Advisory Committees.

REGULAR AGENDA

8. Fiscal Year 2010 Quarterly Statement of Revenues and Expenses for the Period
Ending June 30, 2010

Carol Lawson, Fiscal Resources Manager, reported that VTA’s Fiscal Year (FY) to date
Total Revenues is below budget estimates by $2.6 million due to unfavorable variances in
Sales Tax Revenues, Fares, the Transportation Development Act (TDA), and Measure A
Sales Tax Operating Assistance.

The revenue shortfall was partially offset with Federal Operating Grants by using
10 percent of the American Recovery and Reinvestment Act (ARRA) funds for operating
and reprogramming unused capital grants and supplemental ARRA funds to preventive
maintenance.

Ms. Lawson commented that VTA’s FY to date Total Expenses were $15 million below
budget due to favorable variances in Labor Costs, Professional and Special Services,
Other Services, Fuel, Reimbursement, Paratransit, and Debt Service.

Ms. Lawson stated that VTA’s FY 2010 Actual surplus to reserves was $16 million;
therefore, ending at 15 percent operating reserve level.

Joseph Smith, Chief Financial Officer, stated VTA as a whole worked together to
aggressively manage expenditures and adjust the budget.

The Committee complimented staff and VTA Board Members for their diligent work
during these hard economic times. Their efforts enabled VTA to end FY 10 in a better
financial position than anticipated.

Michael T. Burns, General Manager, expressed appreciation to the entire organization for
working collaboratively to address the budget concerns.

M/S/C (McHugh/Reed) to review and accept the Fiscal Year 2010 Quarterly Statement
of Revenues and Expenses for the period ending June 30, 2010.

9. VTA Permit Fee Schedule

Bill Kindricks, Business Relations Manager, reported VTA’s Permit Policy and Permit
Fee Schedule includes the following proposed changes:

e Revision of VTA Background Security Check Standards;

e Update of VTA Permit Fee Schedule, revising fees and adding fees for service
impacts; and

e Adjustment of fees consistent with the VTA revised allocated rates.

Upon query from Board Member Reed, Mr. Kindricks responded that the proposed
Permit Fee Schedule is based upon the fully allocated costs for issuing permits,
performing inspection services, and other permit related services. Costs to be charged for
various labor services will be calculated on a fully allocated cost basis.
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M/S/C (McHugh/Reed) to approve submitting a recommendation to the Board of
Directors to adopt a resolution amending the VTA Permit Fee Schedule, adjusting fees to
be collected for Restricted Access Permits and Construction Access Permits to be
consistent with the revision of VTA allocated rates.

Board Member Reed indicated he would abstain from Agenda Item #10. Contract Award
for Operations Insurance Broker.
The quorum was lost and a Committee of the Whole was declared.
10. Contract Award for Operations Insurance Broker

Nanci Eksterowicz, Risk Manager, reported that VTA utilizes the services of a licensed
insurance broker for the procurement and management of the insurance policies that
comprise VTA’s Operations Insurance Program. The Operations Insurance Program is
marketed annually with the policies renewing on July 1st. The current broker contact
with Alliant Insurance Services expires on January 31, 2011.

VTA issued a Request for Proposals (RFP) on July 28, 2010 and received several
proposals. VTA’s selection panel selected three vendors and recommended Alliant
Insurance Services for contract award based on performance, experience, and competitive
pricing.

The Committee of the Whole recommended forwarding the item for consideration at the
November 4, 2010 VTA Board of Directors Regular Meeting: Authorize the General
Manager to execute a three year fixed fee contract for $213,060; with two additional one
year options at $80,609 for the first optional extension and $75,862 for the second
extension; for a grand total of $369,531; with Alliant Insurance Services to provide
insurance brokerage and loss control service for VTA operations.

The quorum was re-established.
11. Measure A Bond Financing

Mr. Burns noted the Measure A Bond Financing is an action item scheduled for VTA’s
Board Workshop/Special Meeting on Friday, October 22, 2010. Mr. Burns stated this
will ensure a good position for VTA.

Kim Koenig, Fiscal Resources Manager, reported the recommendation is to authorize the
General Manager to issue up to $800,000,000 of Measure A Sales Tax Revenue Bonds,
which the proceeds will be used to finance certain Measure A capital expenditures,
provide a debt service reserve fund, and to pay the costs of issuance.

Ms. Koenig commented on significant achievements of the BART Silicon Valley Rapid
Transit (SVRT) Program including: 1) 65 percent design completion, 2) federal
environmental clearance, and 3) the passage of the 2008 Measure B Sales Tax, which is a
dedicated funding source for the operations and maintenance of the BART extension to
Santa Clara County.

Ms. Koenig continued that development of procurement documents for design build
contracts associated with the Berryessa Extension (SVBX) are underway and will result
in the release of the first Request for Qualifications (RFQ) on October 21, 2010, which
will be followed by a Request for Proposals (RFP) in early 2011.
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The significant progress in the SVRT Program places VTA in an excellent position to
accelerate the bonding plans before the end of 2010 than issue bonds in FY 2012 and
FY 2013.

Ms. Koenig commented on the following advantages to VTA and the Measure A
Program:

e Historically low interest rates based on current market conditions;

e Issue Build America Bonds (“BABs) with a 35 percent federal subsidy prior to
the expiration of the authorization of BABs on December 31, 2010;

e Lock in a Measure A funding rate that is significantly lower than assumed for the
New Starts financial plan and reducing interest rate risk for the Measure A
Program; and

e Strengthen VTA’s case to the Federal Transit Administration (FTA) for the Full
Funding Grant Agreement by having the local match funds available, which will
attract more favorable construction bids.

Ms. Koenig stated that staff proposes to structure the 2010 Bonds as a combination of
fixed rate BABs and tax exempt bonds, which will mature not later than 2036. Staff
recommends the use of a negotiated sale for the 2010 Bonds in order to take advantage of
low interest rates and BABSs authorization.

Ms. Koenig reported that staff issued a task order for Ross Financial to provide financial
advisory services as well as contracts with Orrick, Herrington & Sutcliffe LLP and
Fulbright & Jaworski LLP for the Bond and Disclosure Counsel, which are included in
VTA'’s legal services pool. The combined fees will be funded from the 2010 Bond
proceeds.

The following underwriters will market and place the 2010 Bonds and are firms included
in VTA’s Investment Banking Pool: Barclays Capital and Citigroup Capital Markets and
J.P. Morgan, Morgan Stanley, De La Rosa & Co., Stone & Youngberg. Ms. Koenig
stated the underwriting fees plus expenses will be funded from the bond proceeds.

Ms. Koenig commented on the following attachments to the Measure A Bond Financing:

e Supplemental Indenture - supplements the Master Indenture by establishing the
terms of the 2010 Bonds including provisions related to BABs and the treatment
of the federal subsidy payments, principal payment dates, redemption provisions,
maturities, and reserve fund requirement;

e Purchase Contract - sets forth the price to be paid for the 2010 Bonds, the interest
rates that the bonds will bear and all closing conditions, including required legal
opinions and certifications;

e Official Statement — includes a description of the bonds, the purpose of the bonds,
what is pledged as security for repayment of the bonds and the risks inherent in
owning the bonds. And contains legal issues relevant to the bonds. The final OS
will not be completed until after the 2010 Bonds are sold;

e Continuing Disclosure Agreement — summarizes specific operating and financial
information that VTA will provide on a continuing basis.

Ms. Koenig continued that the Board of Directors could either choose not to issue the
2010 Bonds or sell the 2010 Bonds using a competitive sale method. However, this
would increase the cost of funds for the Measure A Program due to the expiration of the
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35 percent Federal Government subsidy as well as potential increases in long term
interest rates.

Ms. Koenig stated a competitive sale will prevent VTA the flexibility to respond to
market demand or change the allocation between tax exempt and BABs, which would
result in a less cost effective financing. The estimated cost of issuance for the 2010
Bonds is approximately $3 million, which will be funded from the bond proceeds and
amortized over the life of the bonds.

Mr. Burns stated that the intent is to take advantage of the opportunities that would be
beneficial to both VTA and the Measure A Program, such as securing low interest rates
and utilizing the BABs 35 percent federal government subsidy.

Upon query from Board Member Reed, Ms. Koenig responded that if the federal
government reneges on its contract to provide the 35 percent subsidy, VTA believes the
risk to be remote.

Kathleen Leek, Bond Counsel, responded that VTA has the ability to redeem the bonds in
the event that there is a change in tax law, noting all the available protections are
incorporated within the documents. Ms. Leek noted that the issuance of BABs implies
with it that the public agency takes the risk if the federal government reneges on its
contract to provide the subsidy; however, this is understood by the issues in the market
place.

Board Member Reed queried about the spend down requirements regarding the federal
tax code. Ms. Koenig responded that VTA has to show a reasonable expectation that
VTA will be able to spend the bond proceeds within certain time frames, which may be
between three and five years and is set once the bonds are issued.

Ms. Koenig reported if VTA does not meet the spend down requirements then the interest
earned on the bonds that is over and above what VTA is paying is rebated to the Internal
Revenue Service (IRS). Ms. Koenig stated that staff does not anticipate this scenario
occurring since VTA will be earning less on the bond funds than what VTA is paying.

Ms. Koenig continued that VTA will spend the funding on good expenditures, such as the
Measure A Program projects, Bus Rapid Transit (BRT), and other allowable projects.

Alternate Board Member McHugh expressed his support, noting the huge benefits of
moving forward with the recommendation to issue the Measure A Bond Financing.

Board Member Reed suggested that the arbitral provisions within the memorandum be
reworded for the October 22, 2010 Board of Directors Workshop/Special Meeting.
Mr. Burns responded that staff will provide an explanation at the Board
Workshop/Special Meeting scheduled on Friday, October 22, 2010.

M/S/IC (McHugh/Reed) to approve submitting a recommendation to the Board of
Directors to adopt a Resolution authorizing the General Manager or his designee to take
all necessary actions to offer, via negotiated sale, up to $800,000,000 of Measure A Sales
Tax Revenue Bonds, Series 2010 (the “2010 Bonds”) in the form of tax-exempt bonds
and/or Build America Bonds (“BABs”) to finance certain Measure A capital
expenditures, provide a debt service reserve fund, and to pay the costs of issuance.
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12. Santa Clara Valley Transportation Authority (SCVTA) - Amalgamated Transit
Union (ATU), Local 265 Pension Plan Amendments

Bill Lopez, Chief Administrative Officer, reported the proposed plan amendments to the
SCVTA - ATU Pension Plan will ensure the Plan is tax compliant as required by the
Internal Revenue Service (IRS). The Proposed Plan Amendments will be submitted with
the request for a favorable Determination Letter from the IRS. VTA’s Board of Pensions
has agreed to enter into the Voluntary Correction Program, which permits plans to
retroactively correct certain compliance issues without penalty.

Mr. Lopez noted the recommendation also allows the Board to authorize all future Plan
amendments required by the IRS that do not affect the level of the pension benefit to
ensure the Plan is tax compliant.

The Proposed Plan Amendments have tentatively been agreed upon and are subject to
ratification by the ATU Board on Thursday, October 21, 2010 and VTA’s Board of
Directors on Thursday, November 4, 2010.

M/S/C (Reed/McHugh) to approve submitting a recommendation to the Board of
Directors to approve the Proposed Plan Amendments to the Santa Clara Valley
Transportation Authority - Amalgamated Transit Union, Local 265 Pension Plan. In
addition, authorize all future Plan amendments as required by the Internal Revenue
Service (IRS) to ensure the Plan’s tax compliance.

OTHER ITEMS

13. Items of Concern and Referral to Administration

There were no Items of Concern and Referral to Administration.
14. Committee Work Plan

On order of Chairperson Kniss and there being no objection, the Committee reviewed
the Committee Work Plan.

15. Committee Staff Report

Mr. Smith noted the Measure A Bond Financing item would be forwarded for
consideration to VTA’s Board of Director Workshop/Special Meeting on Friday,
October 22, 2010.

Mr. Smith confirmed that the Board Members received the following Measure A Bond
Financing Attachments:

e Attachment 2B — Fourth Supplemental Indenture (Draft dated 10/14/10);

e Attachment 2C — Purchase Contract (Draft dated 10/14/10);

e Attachment 2D — Preliminary Official Statement * (Draft dated 10/11/10);

e Attachment 2E — Continuing Disclosure Certificate (Draft dated 10/10/10); and

e Attachment 2F — Resolution.

Mr. Smith noted that VTA received an unqualified opinion on VTA’s financial
statements for FY 2010 from the external auditors. VTA’s credit rating is scheduled to
be reviewed on October 28, 2010 with the pricing transaction in November 2010.

Upon query from Board Member Reed, Mr. Burns responded that VTA has been very
conservative on sales tax revenue projection analysis.
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Ms. Koenig referenced the Measure A Bond Financing, noting VTA’s indenture allows
for a 1.3 coverage, which means the sales tax is 130 percent greater than the debt service.

Jim Lawson, Executive Policy Advisor, noted the importance that projections are not
accurate; therefore, staff recommends that the Board adopt principles to act on to meet
VTA'’s financial goals.

16. Chairperson’s Report

There was no Chairperson’s Report.
17. Determine Consent Agenda for the November 4, 2010 Board of Directors Meeting

CONSENT: Agenda Item #8. Review and accept the Fiscal Year 2010 Quarterly
Statement of Revenues and Expenses for the period ending June 30, 2010;

Agenda Item #9. Adopt a resolution amending the VTA Permit Fee Schedule, adjusting
fees to be collected for Restricted Access Permits and Construction Access Permits to be
consistent with the revision of VTA allocated rates;

Agenda Item #11. Adopt a Resolution authorizing the General Manager or his designee to
take all necessary actions to offer, via negotiated sale, up to $800,000,000 of Measure A
Sales Tax Revenue Bonds, Series 2010 (the “2010 Bonds”) in the form of tax-exempt
bonds and/or Build America Bonds (“BABs”) to finance certain Measure A capital
expenditures, provide a debt service reserve fund, and to pay the costs of issuance; and

Agenda Item #12. Approve the Proposed Plan Amendments to the Santa Clara Valley
Transportation Authority - Amalgamated Transit Union, Local 265 Pension Plan. In
addition, authorize all future Plan amendments as required by the Internal Revenue
Service (IRS) to ensure the Plan’s tax compliance.

REGULAR: Agenda Item #10. Authorize the General Manager to execute a three year
fixed fee contract for $213,060; with two additional one year options at $80,609 for the
first optional extension and $75,862 for the second extension; for a grand total of
$369,531; with Alliant Insurance Services to provide insurance brokerage and loss
control service for VTA operations.

18. Announcements

Chairperson Kniss reminded the Committee Members of VTA’s Board of Director
Workshop/Special Meeting scheduled on Friday, October 22, 2010 at 9:00 a.m. held at
the County Government Center in the Board of Supervisors Chambers.

Chairperson Kniss reminded the Committee to bring the two Measure A Bond
Attachment booklets to VTA’s Board of Directors Workshop/Special Meeting.

19.  ADJOURNMENT

On order of Chairperson Kniss and there being no objection, the Committee meeting
was adjourned at 12:55 p.m.

Respectfully submitted,

Michelle M. Garza, Board Assistant
VTA Office of the Board Secretary
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ﬁ Valley Transportation Authority

ADMINISTRATION & FINANCE COMMITTEE
Thursday, January 20, 2011
MINUTES
CALL TO ORDER
The Regular Meeting of the Administration and Finance Committee (A&F) was called to
order at 12:05 p.m. by Chairperson Reed in Room B-104, VTA River Oaks Campus,
3331 North First Street, San Jose, California.

1. ROLL CALL

Attendee Name Title Status

Ash Kalra Board Member Present

Liz Kniss Chairperson Excused Absence
Chuck Reed Board Member Present

Perry Woodward Vice Chairperson Absent

Nancy Pyle Alternate Board Member N/A

Pete McHugh Alternate Board Member Absent

George Shirakawa Alternate Board Member Absent

* Alternates do not serve unless participating as a Member.

A guorum was not present and a Committee of the Whole was declared.
2. PUBLIC PRESENTATIONS

There were no Public Presentations.
3. ORDERS OF THE DAY

Chairperson Reed noted that Agenda Item 8., Elect Standing Committee Vice
Chairperson, will be deferred to the next meeting.

On order of Chairperson Reed and there being no objection, the Committee of the
Whole received the Orders of the Day.

CONSENT AGENDA

4. Deferred to the February 17, 2011 A&F meeting.

Regular Meeting Minutes of October 21, 2010
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5. Monthly Legislative History Matrix

On order of Chairperson Reed and there being no objection, the Committee of the
Whole received the Monthly Legislative History Matrix.

6. Monthly Investment Report — November 2010

On order of Chairperson Reed and there being no objection, the Committee of the
Whole received the Monthly Investment Report-November 2010.

7. 2011 A&F Committee Meeting Schedule

On order of Chairperson Reed and there being no objection, the Committee of the
Whole received the 2011 A&F Committee Meeting Schedule.

REGULAR AGENDA

8. Deferred to the February 17, 2011 A&F meeting.

Elect Standing Committee Vice Chairperson

9. Universal Pass for Life Improvement and Transportation (UPLIFT) Transit Pass
Program for Homeless Individuals

Ali Hudda, Deputy Director of Accounting, provided a report about the UPLIFT Transit
Pass Program for homeless individuals.

Upon inquiry of the Committee of the Whole, Mr. Hudda noted that the County was
unable to provide data regarding the program, but assured VTA that the Program was
successful.

On Order of Chairperson Reed and there being no objection, the Committee of the
Whole approved submitting a recommendation to the Board of Directors to authorize the
General Manager to execute a contract with the County of Santa Clara to provide 1,850
quarterly transit stickers for use by homeless and at risk of being homeless individuals in
the amount of $111,000 per year. The contract will be effective April 1, 2011 for a period
not to exceed three years.

OTHER ITEMS

10. FY 2012 & FY 2013 Biennial Budget Assumptions

Carol Lawson, Fiscal Resources Manager, provided a report highlighting the following:
1) wages and benefits; 2) investment portfolio interest rate; 3) sales tax growth;
4) Measure A operating assistance; 5) low sulfur diesel fuel price; 6) fares; 7) bus and
light rail ridership; 8) total miles and hours for bus and light rail and fleet size; 9) State
Transit Assistance (STA) funding level; 10) Federal Operating Grants Preventative
maintenance funding level; 11) Capital Program funding level; 12) Operating Reserve
funding level; and, 13) Harvey M. Rose, LLC recommendations.
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The Committee of the Whole expressed concern on the flexibility of VTA’s biennial
budget to adapt when the California legislature approves the State budget. Michael T.
Burns, General Manager, explained that VTA will have an approved budget prior the
passing of the State budget. He noted that on the revenue side, sales tax is the main
source and awaits the passing of the sales tax swap from the legislature. He added that
VTA also has a 15 percent reserve.

Mr. Burns stated that staff is conducting an analysis of the express bus service. The plan
is to improve the service by adding amenities with a potential fare increase.

On Order of Chairperson Reed and there being no objection, the Committee of the
Whole received the FY 2012 and FY 2013 Biennial Budget Assumptions.

11. Actuarial Valuation of VTA’s Other Post Employment Benefits (OPEB) as of
July 1, 2010

Mr. Hudda provided a brief report on the Actuarial Valuation of VTA’s OPEB.

On order of Chairperson Reed and there being no objection, the Committee of the
Whole received the Actuarial Valuation of VTA’s Other Post Employment Benefits
(OPEB) as of July 1, 2010.

12. Items of Concern and Referral to Administration

There were no Items of Concern and Referral to Administration.

13. Committee Work Plan

Joseph Smith, Chief Financial Officer, noted that Mercer, VTA’s investment consultant,
gave notice that they will terminate service by the end of March 2011. A Request for
Proposal (RFP) was already issued and a report will be presented at the March 17, 2011
A&F meeting.

On order of Chairperson Reed and there being no objection, the Committee of the
Whole reviewed the Committee Work Plan.

14. Committee Staff Report

There was no Committee Staff Report.

15. Chairperson’s Report

There was no Chairperson’s Report.

16. Determine Consent Agenda for the February 3, 2011 Board of Directors Meeting

CONSENT:

Agenda Item #5. Review the Monthly Legislative History Matrix.
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Agenda Item #9. Authorize the General Manager to execute a contract with the County
of Santa Clara to provide 1,850 quarterly transit stickers for use by homeless and at risk
of being homeless individuals in the amount of $111,000 per year. The contract will be
effective April 1, 2011 for a period not to exceed three years.

Agenda Item #10. Receive the FY 2012 and FY 2013 Biennial Budget Assumptions.

Agenda Item #11. Receive the Actuarial Valuation of VTA’s Other Post Employment
Benefits (OPEB) as of July 1, 2010.

REGULAR:
None

17. Announcements

There were no Announcements.
18. ADJOURNMENT

On order of Chairperson Reed and there being no objection, the Committee meeting
was adjourned at 12:37 p.m.

Respectfully submitted,

Michael Diaresco, Board Assistant
VTA Office of the Board Secretary
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ﬁ Valley Transportation Authority

Date: February 2, 2011
Current Mesting: February 17, 2011
Board Mesting: N/A
BOARD MEMORANDUM
TO: Santa Clara Valley Transportation Authority

Administration & Finance Committee
THROUGH: Genera Manager, Michag T. Burns
FROM: Chief Financial Officer, Joseph T. Smith

SUBJECT: Monthly Investment Report - December 2010

FOR INFORMATION ONLY

BACKGROUND:

Santa Clara Valley Transportation Authority funds are invested in accordance with the asset
allocation and diversification strategies described in the Investment Policies amended February
5, 20009.

DISCUSSION:

General Economic Conditions

Real gross domestic product (GDP) - the output of goods and services produced by labor and
property located in the United States - increased at an annual rate of 3.2% in the fourth quarter of
2010, according to the “advance’ estimate released by the Bureau of Economic Analysis. Inthe
third quarter of 2010, real GDP increased 2.6%.

The acceleration in real GDP in the fourth quarter primarily reflected the sharp downturn in
imports, an acceleration in personal consumption expenditures (PCE), and an upturnin
residential fixed investment that were partly offset by downturnsin private inventory investment
and federal government spending and deceleration in nonresidential fixed investment.

The unemployment rate in Santa Clara County was 10.4% in December 2010, down from the
10.8% in November 2010, compared with an unadjusted unemployment rate of 12.3% for
Cdlifornia. The Nation’s private sector payroll employment added 103,000 jobs in December
and the unemployment rate was down to 9.4%; it was 9.8% in November.
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General Market Conditions

The Dow Jones Industrials gained 5.2% while S& P 500 Index gained 6.7% for the month of
December. The small-cap stocks fared better than large-cap stocks. Interms of style, large-cap
value stocks fared better than growth stocks. The top performing industries were financial
services and energy. The worst performing sectors were healthcare, utilities, and consumer
staples.

VTA Enterprise Funds

VTA Enterprise Funds are invested in one of four portfolios managed by Payden & Rygel, LAIF

or an interest bearing checking account. Investment performances for Payden managed funds are
included in the following table. The current yield for funds invested in LAIF is0.5% and VTA’S
checking accountsis 0.1%.

The Payden composite portfolio underperformed the policy benchmark by 0.1% (-0.8% versus
-0.7%) total market return in the current month and matched the benchmark performance
calendar year-to-date (3.0% versus 3.0%). The current yield for the Payden long-term portfolio
IS 2.1%, mid-term portfolio is 1.5%, and short-term portfolio is 0.5%.

Market performance for each Payden account is summarized in the following table.

I nvestment Performance as of December 2010
Asset Class Fund M anager Dec Y-T-D | 3Ma 1Yr 3Yr 5Yr 10Yr | I-T-D
Long-Term Payden & Rygd | -1.5% 4.8% -1.8% | 4.8% 4.8% 5.2% 51% | 51%
Fixed Income
Barclays Cap USGowt. Intermediate | -1.3 % 5.0% -1.6% | 5.0% 49% | 54% 51% | 5.1%
Index
Mid-Term Payden & Rygd [ -0.3% 2.2% -0.3% | 2.2% - - - 2.6%
Fixed Income*
Merrill Lynch 1 to 3 Year Treasury -0.2% 24% | -0.2% | 2.4% - - - 1.8%
Index
Short-Term Payden & Ryge | 0.0% 0.6% 0.0% 0.6% 1.7% 3.0% - 2.5%
Fixed Income ?
iMoneynet Money Market Index 0.0% 0.1% 0.0% 0.1% 1.0% 2.6% - 2.1%
Composite Portfolio Returns -0.8% 3.0% -1.0% | 3.0% 3.3% 4.0% 44% | 4.5%
Policy Benchmark Returns -0.7% 3.0% -0.8% | 3.0% 3.0% 3.8% 4.3% | 4.4%

*Implemented February 11, 2009
2| mplemented February 14, 2003
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STOP FACILITY IMPROVEMENTS

The Plan surveys a sample of Express bus
stop locations to identify enhancements

to stop facilities that improve the
passenger experience. Examples of these
enhancements include improved pedestrian
and bicycle connectivity, including new
sidewalks, new and upgraded shelters,

and additional bicycle facilities. Prototype
designs for new shelters to highlight the
premium service were developed as part of
the Express Bus Business Plan.

Improvements to first and last mile facilities
need to be coordinated directly with the
relevant municipal agencies. Discussions
are to begin as soon as possible to ensure

a coordinated roll-out of both facility and
service improvements implemented prior

to 2012. VTA’s current vendor contract for
shelter maintenance expires in late 2012.

HIGHWAY FACILITY IMPROVEMENTS

A network of Express Lanes for carpools
and toll-paying single occupancy vehicles is
under development throughout Santa Clara
County. A separate analysis of these fixed
guideway facilities recommends three new
highway-based transit facilities and two new
direct access ramps prior to 2020. These

would facilitate the passage of Express
buses on the new lanes. Planning work for
the stations and ramps should begin as soon
as possible in order to be coordinated with
the scheduled completion of tolled Express
lanes/HOT lanes on SR-85 and US-101 by
2015.

FARE POLICY

Converting Express bus services to a
specialized vehicle provides a higher level
of service and amenities sought by the
targeted market. One impact of this change
involves not being able to interline vehicles
to supplement existing local bus service due
the enhanced features on the Express buses.
Further, using the Express buses for other
trips would dilute the brand. The inability
to interline these specialized Express buses
has an operating and maintenance cost
impact of approximately $807,000 annually.
In addition, the Express vehicles require
specific maintenance needs that result in
slightly higher costs.

Due to the increase in operating and
maintenance costs, a fare increase of 25%
to a fare of $5.00 is suggested for routes
in which specialized vehicles are used.
According to the VTA Travel Demand

model, this increase will not affect ridership.

This result is further supported by focus
group and survey findings wherein many
participants are willing to pay more for a
higher level of service.

SUMMARY

Table 3 shows how the Plan’s proposed
actions align with the market demands
identified during the 2009 Internet Survey of
Area Employees.
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TABLE 3: BUSINESS PLAN RESPONSE TO MARKET DEMANDS

Market Demand How Business Plan Addresses Market Demand:

Service Schedule

v Adjust schedules on some routes serving high tech employers to accommodate
non-standard work hours.

Travel Time

v Maximize Express bus operations on HOV/Express lanes.
v Serve a maximum of four origin stops on each route.
v Construct transit facilities and new direct access ramps on highways.

Frequency of

v Provide levels of service that are similar to today. In some cases, increase the number

Departures of daily trips.
Safety and Comfort oy o
O?I;u); ;Itlop OMIOTE || Install new shelters with improved lighting and technology.
v Deploy buses designed for freeway travel.
Comfort of B ; ) .
Omiort of Bus v Add high-back, cushioned seats on Express bus vehicles.
v Provide integrated bus product that marries market-based bus service with
Quality of Service specialized vehicles and amenities as well as facility improvements designed to meet

commuters’ travel needs.

18
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6. Business Benefits

By deleting underperforrning routes and FIGURE 16: 2015 EXPRESS BUS FAREBOX RECOVERY RATIO
optimizing routes with market potential, 40%

the Express Bus Business Plan provides 2 35%

business benefits, increases ridership and §

fare revenues, improves the customer > 30%

experience, serves- new markets, and g 25% 7%
reduces cost per rider. g - Standard = 20%

Based on increases in service on existing 2 15%]

lines and new markets, the change in '05 ’

bus service and operations is expected = 10%]

to generate a 34% increase in Express 50,

bus ridership and a 28% increase in total ’

ridership, based on scaled forecasted 0% |

results from VTA’s travel demand model. 102105120 V'll%i Exlﬁl%essll?outleil 193 194 E)glrless
Average daily ridership in 2010 was 2,736 3 2010 [ 2015 Buses

for Express buses, excluding Express 180. FIGURE 17: 2015 EXPRESS BUS AVERAGE PEAK LOAD FACTORS
Ridership is expected to grow to 3,674 in 80%

2015. 70%

Standard = 60%

(o)

S
°

o

Higher ridership means that the system will
meet the SDG standard for farebox recovery
and improve seat utilization by 10%, as
shown in Figures 16 and 17. In addition, the
new Operating Plan for Express and Limited
Stop routes reduces the cost per passenger

10%

i

(93

S

=
!

Average Load Factor
) B
LI
X X
!

by 24%, as shown in Table 4. 20%
10%
0% H
102 103 120 121 122 168 181 193 194 Al
VTA Express Routes Express
1 2010 M 2015 Buses
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6. Business Benefits

In summary, the Express Bus Business Plan:

* Improves total ridership by 28%
(Figure 18) against the current

Express and Limited Stop bus TABLE 4: PROJECTED EXPRESS & LIMITED STOP BUS
network, thereby meeting the goal of PERFORMANCE
increasing ridership. Existing  Future Percent
) 2010 2015 Increase
* Reduces the cost per rider by 24% Daily Ridership 3747 4.791 28 %

from $8.60 per rider to $6.51 per

. Cost per Rider $8.60 $6.51 -24 %
rider.

Note: Costs are in 2010 dollars.

* Improves regional connectivity and
access for residents in the east part of

the county, in particular, connecting FIGURE 18: PROJECTED EXPRESS &
the origin market of Evergreen in East LIMITED STOP BUS RIDERSHIP
San Jose to Fremont BART.

» Attracts high tech employees with

flexible work schedules broadening Captured
the peak period for Express bus New Riders
service. 1,044
Existing
* Retains existing riders by Riders
maintaining current levels of service. 3,747

In some cases, trips actually increase
to meet expected demand.
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7. Marketing Strategy

According to the project’s market research, a
majority of current and potential customers
perceive the current Express bus service in
either a neutral or negative way. Current
service is not considered competitive to
corporate or private coach services in terms
of service reliability, route efficiency, or
amenities. VTA’s current Express bus service
is not considered a real alternative to driving
for most riders.

The first step for the re-branding Express
bus service is to communicate the features
and benefits of the new service to all target
audiences (internal and external) and create
initial awareness for the re-branded service.
Objectives include:

* Raising awareness for the re-branded
VTA Express bus service with internal
and external target audiences.

» Elevating the overall VTA brand
through association with an enhanced
and improved service line.

Examples of the proposed marketing

efforts include utilizing the following tools:
website (Figure 19), online newsletter,
social media, one-page FAQ (Figure 20),
external bus marketing, public relations, and

traditional advertising and marketing.

The phased implementation approach,
discussed in the next section, provides
VTA with multiple opportunities to launch
upgrades to the service, each of which may
be appealing to different audiences.

This phased approach leverages other
existing transit programs whenever

possible. The Eco Pass is one such program.

Expansion of the Eco Pass program
incentivizes the target population to take
transit. Many of the riders commute to
work using Express bus because they want
to save money (19%) and/or they want to
use or try their Eco Pass (11%). VTA has
an opportunity to increase participation in
the program and, consequently, ridership.
Today, only about one-third of the target
area employers in the 2009 Internet Survey
of Area Employees participate in the Eco
Pass program.

FIGURE 19: SAMPLE OF WEBSITE
L et

B N2 S

FIGURE 20: SAMPLE OF ONE-PAGE FAQ

21




8. Implementation Plan

13.a

The implementation strategy for rolling out Multiple factors influence the phasing and Based on these considerations, a two-phase

the new Express bus system is to 1) provide timing of the roll-out of the Operating deployment is recommended that provides

product and service improvements to Plan, including: the need to coordinate the meaningful improvements immediately

customers as soon as possible; 2) engage the ~ new route network with construction of instead of delaying until 2015 to experience

public and riders to participate in the plan’s the BART extension to Warm Springs; the the full system benefit.

details; and 3) incorporate adjustments into timing of vehicle acquisition; construction

the new system. and/or installation of fixed facilities; and the Figure 21 shows the recommended phased
need to prepare for a coordinated launch. implementation.

FIGURE 21: PHASED IMPLEMENTATION
Business Plan Elements

Fare Policy \

Service
Adjustments

Phase I11

Outreach Phase I (2012) Phase II (2015)
- Pilot 5 Routes - Full Implementation (20 1 8)
Procurement
& Enhancements V
Phase I (2012) Phase II (2015) Phase I1I (2018)
- Deploy 20 upgraded Gilligs for 5 routes - Deploy upgraded vehicles on all - Change service to Santa Clara County
- Implement fare increase on the 5 routes  Express bus routes BART stations
- Continue service to Fremont BART - Implement fare increase on all Express - Express bus serves as distribution and
- Delete unproductive routes bus routes feeder for Santa Clara County residents
- Add 2 new routes - Change service to Warm Springs BART
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8. Implementation Plan

PHASE I: 2012

Phase I entails the implementation of the
following components by 2012:

» Initiate a pilot project consisting
of upgraded Gillig vehicles with
amenities to be deployed on five
existing Express bus routes: 102,
103, 120, 121, and 122. This service
includes an accompanying fare
increase on these routes.

* Introduce two new Express bus
routes: Express 193 and 194.

* Delete unproductive routes: Express
101, 104, 140, and 182.

* Operate 5 Limited Stop routes (304,
321, 321, 321, and the new 380).

* All other Express and Limited Stop
routes continue to use standard
vehicles and current fares.

No modifications to VTA’s existing bus
maintenance facilities are required at any
of its division yards. However, VTA may
wish to re-organize its facilities to ensure
that all routes using the dedicated fleet are
dispatched out of a single yard.

Other activities prior to 2012 include: 1)
facilitate the service change process by
conducting public meetings in May 2011 to
allow for public and rider input, 2) conduct
a Title VI analysis to evaluate whether
changes adversely impact sensitive groups
in VTA’s service area, and 3) develop a
marketing and outreach campaign to the
targeted market.

PHASE II: 2015

Phase II consists of the implementation of
the following components by 2015, which is
considered the full build-out year:

* Deploy upgraded buses with
amenities on all 9 Express bus routes.
This would involve putting into
service an additional 15 vehicles for
a total of 35 buses operating on the
Express bus network.

* Implement fare increase on all 9
Express bus routes.

* Construct and/or install stop/shelter
and facility improvements.

* Re-route bus routes terminating in
Alameda County from the Fremont
BART station to the newly opened
Warm Springs BART station. This
change yields operating cost savings
that can be reinvested in other service
improvements. This milestone
provides an opportunity to evaluate
the number of trips on each route to
ensure that capacity is aligned with
passenger loads.

PHASE III: 2018 AND BEYOND

In 2018, the Berryessa BART service is
scheduled to start, providing service to
Milpitas and Berryessa BART stations.
VTA’s BART connecting service is
envisioned to be relocated and supported
by the Express bus system. Therefore, the
Express lines serving the Warm Springs
BART station are to be relocated to both
Santa Clara BART stations.

IMPLEMENTATION TIMELINE

Figure 22 provides a proposed timeline for
how activities will be sequenced over the
next several years.
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on Plan

8. Implementat

FIGURE 22: IMPLEMENTATION TIMELINE

2016

Phase I: Phase I1:
2012 2015
2011 2013 2014
1 1
1 1 ,
Completion of SR-237/1-880 Completion of SR-85 ‘Warm Springs
Express Lane Connector Express Lane BARTI Opens
Completion of US-101
Express Lane
Stop/shelter vendor VTA employee labor
contract expires Oct-2012 contract expires 2013
SERVICE Cancel unproductive routes; Transition to Warm
ROLLOUT add new routes Springs BART
Receive 20 new Gilligs;, Procure & receive 15 new
VEHICLES .
perform upgrades enhanced vehicles
MARKETING/ .
BRANDING Integrated Branding for All VTA Products
| | |
OUTREACH Internal and External Outreach; Development of Employer Partnerships
MAINTENANCE Initial Possible route re-alignment Secondary assessment

FACILITIES assessment

to consolidate sub-fleet ops

based on new vehicle design

STOPS/ . )
SHELTERS Specifications Procurement / Fab Installation
I
Discussions & Negotiations w/ Jurisdictions
FIRST &
LAST MILE Secure Funding
FACILITIES

Construction

Shaded boxes indicate changes out in the field
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9, Conclusion

The Express Bus Business Plan presents a
repositioned Express bus service in Santa
Clara County that increases market share
and enhances system efficiencies. Below is
a summary of recommendations along with
actions for implementation:

* Provide a market-based bus
product.

- Use a specialized freeway Express
vehicle. Combining service and
bus amenity improvements attracts
34% more Express bus riders.

- Place a change order for the
existing Gillig vehicle procurement
and receive 20 of the 35 vehicles
needed for the system by the end
of 2011.

- Implement a 25% fare increase
to a fare of $5.00 for the new
Express bus services to help offset
higher operations and maintenance
costs associated with a dedicated
Express bus vehicle.

e Implement the market-based
Operating Plan geared toward the
target market.

- Introduce service to new markets,
including new service to Eastridge,
Evergreen, Mountain View/
Shoreline area, and Palo Alto.

- Roll out the new Express bus
network in two phases.

Business benefits as a result of these changes
includes a 28% increase in ridership, an
increase in farebox recovery from 14% to
20%, a 24% reduction in cost per rider from
$8.60 to $6.51 for the Express and Limited
Stop bus system (Figure 23) as well as an
improvement in the customer experience.

FIGURE 23: PROJECTED COST PER
RIDER FOR EXPRESS & LIMITED
STOP BUS SERVICE

$10
$8.60 24%
8
$6.51 £1
6
4
2
0 -y
Existing Future
(2010) (2015)

25




9. Conclusion

13.a

In addition to the recommended package
of improvements discussed above, other
key actions to be made during the next two
years include:

» Decision on Express bus stop/shelter
design. VTA’s existing stop/shelter
vendor contract expires in October
2012.

* Development of funding strategies
to support vehicle procurement and
infrastructure improvements.

* Discussions with employers that are
part of the targeted market to assess
interest in partnership opportunities.

These actions affect the ability for VTA to
provide competitive levels of service in the
future. From now until 2012, VTA will
need to work diligently to realize the 2015
vision and fulfill the re-branding of the new
VTA Express bus service.
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/ﬁ Valley Transportation Authority

Date: February 7, 2011
Current Mesting: February 17, 2011
Board Mesting: March 3, 2011
BOARD MEMORANDUM
TO: Santa Clara Valley Transportation Authority

Administration & Finance Committee
THROUGH: Genera Manager, Michae T. Burns
FROM: Chief Financial Officer, Joseph T. Smith

SUBJECT: Fiscal Year 2011 Quarterly Statement of Revenues and Expenses for the Period
Ending December 31, 2010

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

ACTIONITEM

RECOMMENDATION:

Review and accept the Fiscal Year 2011 Quarterly Statement of Revenues and Expenses for the
period ending December 31, 2010.

DISCUSSION:

This memorandum provides a brief discussion of significant items and trends on the attached
Statement of Revenues and Expenses through December 31, 2010. 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 $7.5M reduction in FY 2011
appropriation approved by the Board of Directors on December 10, 2009 is reflected in the
current budget column. The current staff projections of Revenues and Expenses for Fiscal Year
2011 are aso included.

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

Revenues

Fiscal year-to-date Total Revenues (line 12) are above budget estimates by $16.5M, primarily
due to favorable variances in State Transit Assistance (STA) (line 5) 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).

3331 North First Street - San Jose, CA 95134-1927 - Administration 408.321.5555 - Customer Service 408.321.2300
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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 surplus of $10.1M
over budget estimates. Thefirst quarter of FY 2011 saw a 6.3% increase in Sales Tax revenues
over FY 2010. The last three quarters of Sales Tax-based revenues have seen positive growth
over same quarter prior year averaging 10.7%. This follows seven consecutive quarters of
negative growth averaging 11.3%. Current projections for these three revenue sources for FY
2011 reflect a 6.88% increase from FY 2010.

STA (line 7) shows an increase of $8.3M over budget, reflecting the reinstatement of funding in
the State budget.

Expenses

Overal, Fiscal year-to-date Total Expenses (line 45) were $7.6M below budget driven primarily
by favorable variances in Professional & Special Services (line 16), Other Services (line 17),
Paratrangit (line 31), Caltrain (line 32), and Debt Service (line 39).

Professiona & Specia Services (line 16) and Other Services (line 17) have positive variances of
$0.7M and $0.8M respectively, generally due to timing of contracted activities.

Paratransit (line 31) shows a positive variance of $2.4M through the second quarter, the product
of continued efficiency strategies to contain costs and a decrease in passenger rides.

Caltrain (line 32) reflects afavorable variance of $1.3M due to reduced partner contributions
approved in the Peninsula Corridor Joint Powers Board FY 2011 Operating Budget.

Debt Service (line 39) shows a positive variance of $1.3M due to favorable interest rates on
variable rate bonds.

SUMMARY:

Through the first six months of the year, revenues exceeded budgeted projections by $16.5M
while expenses were $7.6M below budget estimates, for an overall positive variance of revenues
over expenses (line 46) of $24.0M.

FISCAL IMPACT:

Thereisno fiscal impact as aresult of this action.

Prepared by: Carol Lawson, Fiscal Resources Manager
Memo No. 2804
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
STATEMENT OF REVENUES AND EXPENSES

Fiscal Year 2011
through December 31, 2010

(Dollars in Thousands)

14.a

Fiscal Year- Fiscal Year- | Year-to-Date FY 2011 % of Budget FY 2011
Line Category to-Date to-Date Variance Current Received/ Proiection?
Actual Budget Budget! Expended |

1 Fares 18,881 20,576 (1,695) 40,620 46.48% 37,818
2 1976 Half-Cent Sales Tax 76,778 71,231 5,547 140,088 54.81% 149,671
3 TDA 36,680 32,921 3,759 65,841 55.71% 70,345
4 Measure A Sales Tax-Oper Asst 13,800 13,011 789 25,588 53.93% 27,625
5 STA 8,348 0 8,348 0 N/A 16,695
6 Federal Operating Grants 22,100 21,313 787 42,626 51.85% 42,762
7 State Operating Grants 1,024 900 124 1,801 56.86% 1,801
8 Investment Earnings 1,134 1,647 (513) 3,295 34.42% 1,500
9 Advertising Income 740 1,012 (272) 2,025 36.54% 1,730
10 Measure A Repayment Obligation 3,192 3,444 (252) 12,000 26.60% 12,000
11 Other Income 926 1,094 (168) 2,371 39.06% 2,371
12 Total Revenues 183,603 167,149 16,454 336,255 54.60% 364,319
13 Labor Costs 126,332 125,588 (744) 252,048 50.12% 249,485
14 Materials & Supplies 7,139 7,618 479 15,216 46.92% 15,216
15 Security 3,663 4,010 347 8,019 45.68% 8,019
16 Professional & Special Services 984 1,693 709 3,747 26.26% 3,747
17 Other Services 3,088 3,840 752 8,066 38.28% 8,066
18 Fuel 5,405 5,475 70 10,886 49.65% 12,833
19 Traction Power 1,684 1,764 80 3,506 48.03% 3,413
20 Tires 762 852 90 1,694 44.98% 1,502
21 Utilities 1,281 1,230 (51) 2,460 52.07% 2,460
22 Insurance 2,501 2,570 69 5,140 48.66% 5,140
23 Data Processing 1,261 1,389 128 2,720 46.36% 2,720
24 Office Expense 143 168 25 337 42.43% 337
25 Communications 493 539 46 1,080 45.65% 1,080
26 Employee Related Expense 228 408 180 792 28.79% 792
27 Leases & Rents 193 190 ?3) 551 35.03% 551
28 Miscellaneous 250 387 137 767 32.59% 767
29 Reimbursements (19,396) (19,246) 150 (40,523) 47.86% (39,639)
30 Subtotal Operating Expense 136,011 138,475 2,464 276,507 49.19% 276,489
31 Paratransit® 11,504 13,857 2,353 29,691 38.75% 25,146
32 Caltrain® 8,079 9,342 1,263 18,683 43.24% 16,157
33 Light Rail Shuttles® 22 11 (11) 39 56.41% 39
34 Altamont Commuter Express3 2,190 2,340 150 4,679 46.80% 4,679
35 Highway 17 Express® 202 214 12 428 47.20% 428
36 Dumbarton Express® 205 243 38 486 42.18% 486
37 Monterey-San Jose Express Service® 19 20 1 51 37.25% 51
38 Contribution to Other Agencies 301 300 1) 676 44.53% 676
39 Debt Service 7,031 8,326 1,295 20,539 34.23% 20,539
40 Other Expense 0 0 0 0 N/A 0
41 Subtotal Other Expense 29,553 34,653 5,100 75,272 39.26% 68,201
42 Operating & Other Expenses 165,564 173,128 7,564 351,779 47.06% 344,690
43 Contingency 0 0 0 250 0.00% 250
44 Contingency Utilization 0 0 0 0 0.00% 0
45 Total Expenses 165,564 173,128 7,564 352,029 47.03% 344,940
46 Surplus/(Deficit) to Reserves 18,039 (5,979) 24,018 (15,774) 19,378

! Reflects Adopted Budget approved by the Board on June 4, 2009 and amended on December 10, 2009

2 Reflects current staff projection as of January 24, 2011
® Includes allocation of indirect costs




SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
SOURCES AND USES OF FUNDS SUMMARY

Fiscal Year 2011

through December 31, 2010
(Dollar in Thousands)
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FY 2011

FY 2011

Line Description é;:gzz(lj %&zzt P%ﬁ
1 Total Revenues 336,255 336,255 364,319
2 Total Operating Expenses 359,529 352,029 344,940
3 Operating Revenues Over (Under) Expenses (23,274) (15,774) 19,378
4 Total VTA Transit Capital 17,228 17,228 17,228
5 Less: Funding from Grants & Other Sources (13,403) (13,403) (13,403)
6 VTA Transit Share, drawn from Reserves 3,825 3,825 3,825
7 Beginning Reserves 51,857 51,857 51,857
8 Operating Revenues Over (Under) Expenses (23,274) (15,774) 19,378
9 From (To) Debt Reduction Fund for Capital 3,825 3,825 (14,606)
10 VTA Transit Funds, drawn from Reserves for Capital (3.825) (3.825) (3.825)
11 Projected Ending Operating Reserves 28,583 36,083 52,804
12 Projected Operating Reserve %* 8.0% 10.3% 15.0%

! Adopted Budget approved by the Board on June 4, 2009

2 Reflects $7.5M reduction approved by the Board on December 10, 2009
® Staff projection as of January 24, 2011

* Line 11 divided by Budgeted Line 2
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ﬁ Valley Transportation Authority

Date: February 7, 2011
Current Mesting: February 17, 2011
Board Mesting: March 3, 2011
BOARD MEMORANDUM
TO: Santa Clara Valley Transportation Authority

Administration & Finance Committee
THROUGH: Genera Manager, Michael T. Burns
FROM: Chief Externa Affairs Officer, Greta Helm

SUBJECT: Monthly Legislative History Matrix

FOR INFORMATION ONLY

BACKGROUND:

For your information, | am attaching our Monthly Legislative History Matrix, which describes
the key transportation-related bills that are being considered by the California State Legidature
during the 2011-2012 session. It indicates the status of these measures and any adopted VTA
positions with regard to them.

DISCUSSION:

Calling it a“tough budget for tough times,” Gov. Jerry Brown unveiled his much-anticipated
spending plan for the next 18 months, which calls for making significant cutsto state
government and state-funded programs, shifting the responsibility for certain servicesto local
governments, extending certain temporary tax increases set to expire at the end of the current
fiscal year for another five years, and eliminating certain tax advantages enjoyed by businesses.
The Governor commented that 10 years of “gimmicks and tricks’” have deprived California of
recurring revenues and has left the state with a*“fiscal mess.” He admitted that his budget is
painful, but that “it is better to take our medicine now and get the state on a better financia
footing.”

Gov. Brown's plan attempts to address an 18-month budget gap estimated at $25.4 billion. This
breaks down to a current-year shortfall of $8.2 billion and an FY 2012 deficit of $17.2 billion.
The Governor cited unrealistic fiscal assumptions, federal funding that has not materialized, the
upcoming sunset of a number of tax increases originally enacted in 2009, the over-reliance on
one-time solutions, and a stagnant economy as the reasons for the shortfall. In general, his
budget proposes $12.5 billion in spending reductions; $12 billion in revenue extensions and
modifications; $1.9 billion in fund shifts and loans; and a $1 billion reserve.
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Gov. Brown's spending plan calls for amajor realignment of the relationship between the state
and local governments. Specifically, it proposes to shift control and budget authority for more
than $10 billion in governmental services, such as fire and emergency response activities, court
security, mental health services, the incarceration of low-level offenders, substance abuse
treatment programs, and foster care, from the state to local governments. In addition, the
Governor is recommending changing the role that state and local governments play in local
development activities. Along these lines, he is proposing to eliminate state tax benefits for
enterprise zones, thereby generating an additional $924 million in annual General Fund revenues.
He also wants to phase out hundreds of local redevelopment agencies in order to return
approximately $1.7 billion in annual property tax revenues to public schools, cities and counties.

The major revenue component of the Governor’s budget calls for holding a special election in
June to ask the voters to extend temporary increases in personal income and sales taxes, and in
the vehicle license fee rate for another five years. Thiswould generate $11.2 billion in revenues
over 18 months. Gov. Brown said the revenues from the sales tax and the vehicle license fee
extensions, roughly $5.9 billion over 18 months, would be transferred directly to local
governments to finance the first phase of his realignment plan. His budget also requires all
businesses to calculate their tax liability solely on their salesin California, rather than being able
to use the old formula that accounts for property and payroll size. This change would result in an
additional $1 billion in annual tax revenues flowing to the General Fund.

Gov. Brown'’s budget embraces the conceptual framework that was developed by the
transportation community to address the impacts of Propositions 22 and 26 on the transportation
funding swap, and to ensure that the goals of the swap, both for the General Fund and for
transportation, can be realized. By way of background, in March 2010, then-Gov. Arnold
Schwarzenegger and lawmakers enacted athree-bill “swap” package whose primary objective
was to enable transportation revenues to be used to help close General Fund shortfalls. Through
a complicated restructuring of state transportation funding sources, lawmakers were able to
circumvent voter-approved restrictions that applied to gasoline sales tax revenues, and create a
revenue stream that could be used to pay for debt service for highway-related general obligation
bonds and to make loans to the General Fund.

Specifically, the swap package eliminated the state sales tax on gasoline and replaced it with a
17.3-cent increase in the per-gallon gasoline excise tax. The revenues from the gas tax increase
were dedicated to pay for highway bond debt service, and to backfill for the loss of gasoline sales
tax dollars for state highways and local streets/roads. In the case of public transit, the swap
retained the sales tax on diesel fuel for the Public Transportation Account in order to provide
ongoing funding for the State Transit Assistance Program (STA). Beginning in FY 2012, the
state diesel salestax rate will increase by 1.75 percent to provide more funding for STA, in
conjunction with a corresponding drop in the per-gallon diesel fuel excise tax to ensure that
consumers feel no impact at the pump. Pursuant to the swap package, transit bond debt service
(including debt service for high-speed rail bonds) will have first call on the revenues generated
by the diesel salestax. Any remaining revenues will be split 75 percent to STA, and 25 percent
to intercity rail and other miscellaneous state transit programs.

In November 2010, California voters approved two ballot measures that will impact the swap.
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Proposition 22 put in place stronger protections that are intended to prevent the state from taking,
diverting or borrowing local government and transportation money to address General Fund
deficits. Proposition 26, among other things, prohibits the Legislature from engaging in the
practice of using a simple majority vote to raise one tax while simultaneously reducing another,
an approach that lawmakers used to enact the transportation funding swap. Under Proposition
26, such “revenue-neutral” tax swaps require a two-thirds vote.

Various legal opinions suggest that Proposition 22 prevents the state from borrowing gas tax
revenues for the General Fund, as well as from using these revenues to offset General Fund debt
service costs related to transportation bonds, both of which were assumed in the FY 2011 budget.
To address this situation, Gov. Brown'’s spending plan puts back on the table a proposal
originally surfaced by the Schwarzenegger Administration that calls for transferring vehicle
weight fee revenues, which some believe are not subject to the same restrictions under
Proposition 22 as the gas tax, from the State Highway Account to the General Fund. This
maneuver would achieve an estimated $756 million in General Fund savingsin FY 2011 and
$866 million in FY 2012. Revenues from the 17.3-cent increase in the gas tax resulting from the
transportation funding swap would then be used for transportation programs to backfill for the
shifting of vehicle weight fee money to the General Fund.

In the case of Proposition 26, there are legal experts who believe if the Legidature does not re-
approve the transportation funding swap by a two-thirds vote before November 2011, the 17.3-
cent-per-gallon increase in the gas tax would disappear, but the sales tax on gasoline would not
come back. Likewise, the 1.75-percent increase in the diesel sales tax would go away and the cut
to the diesel fuel excise tax would not be restored. The result would be aloss of $2.5 billion in
funding beginning in November 2011. In response, a coalition consisting of the California State
Association of Counties (CSAC), the League of California Cities, the California Transit
Association, the California Alliance for Jobs, Transportation California, the Associated General
Contractors (AGC), and the Regional Council of Rural Counties has drafted a legidlative package
that, in addition to the proposed vehicle weight fee shift, callsfor: (a) re-enacting the
transportation funding swap--both the gas tax and diesel salestax increases--by atwo-thirds
vote; and (b) revising the distribution of revenues from the 17.3-cent gas tax and 1.75-percent
diesel salestax increases to achieve the same fiscal results that were anticipated with the
enactment of the transportation funding swap. Though the details differ somewhat, these general
concepts are embodied in Gov. Brown's budget.

The Governor’s budget aso addresses the impact on public transit funding resulting from
provisions in Proposition 22 that require diesel sales tax revenues to be split 50 percent to STA
and 50 percent for other miscellaneous state-funded transit programs. Noting that the
transportation funding swap created a 75/25 split favoring STA, the Governor is proposing
budget trailer bill language to ensure that an equivalent of 75 percent of diesel sales tax money
gets appropriated to STA. Thiswould result in a $329.6 million STA funding level in FY 2012.

With regard to Proposition 1B transportation bonds, Gov. Brown'’s budget recommends
appropriating atotal of $2.4 billion for the following programs.

$631.2 million for the Corridor Mobility | mprovement Account (CMIA).
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$972.3 million for trade corridors.

$117 million for public transit capital improvements.

$200 million for the State-Local Partnership Program.

$22 million for the Local Bridge Seismic Retrofit Program.

$391.9 million for State Route 99 projects.

$101 million for public transit safety, security and disaster response.

Other key transportation-related elements of Gov. Brown'’s budget are as follows:

The repayment of $230 million in FY 2009 transportation loans to the General Fund
scheduled for this year is proposed to be pushed back to FY 2012. The repayment of
another $135 million that was borrowed in FY 2010 is recommended to be deferred from
FY 2012 to FY 2013.

The Governor’ s budget states that while the California High-Speed Rail Authority has
been awarded billions of dollarsin federal funding for construction, details of the grants
have not been finalized and appropriation of these funds may not be needed until FY
2013. Therefore, only $89.7 million in federal funds for design and environmental work
isreflected in his budget, along with the same amount in Proposition 1A bond proceeds
for the state match.

Gov. Brown continues to pursue the Schwarzenegger Administration policy of shifting
Caltrans costs related to the preparation and review of project initiative documents (PIDs)
for state highway corridorsto local agencies. His budget proposes an increase of $2.4
million and 18 Caltrans positions to complete PIDs for state and locally funded projects
on the state highway system. However, thisis accomplished through a reduction of $4.9
million in State Highway Account resources, offset by an increase of $7.2 million in
reimbursements from local agencies to Caltrans to complete PIDs for locally funded
projects.

Gov. Brown'’s spending plan assumes that all statutory changes to implement budget actions will
be adopted by the Legisature by March, allowing the necessary ballot measures to be put before
the voters at a June special election.

Prepared By: Kurt Evans, Government Affairs Manager
Memo No. 2873
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LEGISLATIVE HISTORY
2011 — 2012 State Legislative Session
January 26, 2011

State Assembly Bills

State Highway System
Planning

State Assembly Subject Last Status VTA
Bills Amended Position
AB 3 Requires a person who requests the confidentiality of his or her home address to provide the | As Assembly
(Miller) Department of Motor Vehicles (DMV) with a current employment address for purposes of | Introduced | Transportation
Motor Vehicles: processing the service and collection of a traffic, parking or toll road violation. Committee
Confidential Home
Addresses
AB 31 Establishes the High-Speed Rail Local Master Plan Pilot Program. Requires the cities and counties | As Assembly Desk
(Beall) in the Central Valley that have an approved station for California’s high-speed rail system to | Introduced
High-Speed Rail: participate in the program. Requires the planning agency of each participating jurisdiction to
Local Master Plans prepare and adopt a master plan for development of the areas surrounding its high-speed rail
station. Requires the master plan to include incentives for encouraging investment and coherent
growth in the areas surrounding the high-speed rail system. Requires each participating jurisdiction
to collaborate with the California Air Resources Board (CARB) to develop incentives to encourage
development while concurrently reducing greenhouse gas emissions.
AB 57 When carrying out long-term state highway system planning to identify future highway | As Assembly Desk
(Beall) improvements, requires Caltrans to consult with metropolitan planning organizations (MPOs). Introduced

2009-2010 Legislative History
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State Senate Bills

State Senate Bills Subject Last Status VTA
Amended Position
SB 29 Requires the installation of signs at all locations where an automated, camera-based traffic enforcement | As Senate
(Simitian) system is operating. Prior to installing such a system after January 1, 2012, requires the governmental | Introduced | Transportation
Automated Traffic agency to make and adopt a finding of fact establishing that the system is needed at a specified location and Housing
Enforcement for reasons related to safety. Prohibits a governmental agency from considering revenue generation, Committee
Systems beyond cost recovery, when determining whether to install or operate an automated traffic enforcement
system.
SB 31 Declares the intent of the Legislature to enact a bill that will require each local government to enact a | As Senate Rules
(Correa) lobbyist registration program as a condition of the local government being eligible to apply for any | Introduced | Committee
Local Government; discretionary grant from any state agency or department.
Lobbyist
Registration
2009-2010 Legislative History Page 2 of 3
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CALIFORNIA STATE LEGISLATURE
2011 Regular Session Calendar

DAY | JANUARY DAY | JUNE
1 Statutes signed into law in 2010 take effect. 3 Last day for bills to be passed out of their house of origin.
3 Legislature reconvenes.
10 Budget must be submitted by the Governor to the Legislature on or before this 15 Budget must be passed by midnight.
date.
21 Last day to submit bill requests to the Legislative Counsel’s Office. DAY | JULY
8 Last day for policy committees to hear and report bills introduced in the
other house.
DAY | FEBRUARY
18 Last day for new bills to be introduced. 15 Summer Recess begins upon adjournment, provided that the budget bill has
been enacted.
DAY | MARCH
DAY | AUGUST
No Deadlines. -
15 Legislature reconvenes from Summer Recess.
DAY | APRIL 26 !_ast day for fiscal committees to hear and report to the floor bills
introduced in the other house.
14 Spring Recess begins upon adjournment.
25 Legislature reconvenes from Spring Recess. DAY | SEPTEMBER
2 Last day to amend bills on the Assembly and Senate floors.
DAY
MAY 9 Last day for each house to pass bills. Interim Recess begins at the end of
6 Last day for policy committees to hear and report fiscal bills introduced in their this day’s session.
house of origin.
13 Last day for policy committees to hear and report to the floor non-fiscal bills DAY | OCTOBER
introduced in their house of origin.
- - — ; 9 Last day for the Governor to sign or veto bills passed by the Legislature
27 Las_t day for flsc_al_commlttees to hear and report to the floor bills introduced in before September 9, and in his possession after September 9.
their house of origin.
DAY | JANUARY 2012
1 Statutes signed into law in 2011 take effect.
4 The 2011-2012 regular legislative session reconvenes.

2009-2010 Legislative History
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