
BOARD OF DIRECTORS WORKSHOP MEETING
Friday, April 25, 2003

MINUTES
  I.
CALLED TO ORDER
The Workshop Meeting of the Santa Clara Valley Transportation Authority’s (VTA) Board of Directors was called to order by Chairperson Kennedy at          8:38 a.m., Hyatt San Jose, Mediterranean Center, 1740 North First Street, San Jose, California. 

A quorum was present.

The Agenda was taken Out of Order.

3. Proposed FY 2003/04 Budget

Peter M. Cipolla, General Manager, stated that this is a two-year budget designed to get us through the November 2004 election and staff plans to return to the Board of Directors at least three times with modifications to the budget as necessary.  Mr. Cipolla stated the budget does include a $4 million fare proposal and a 21 percent service reduction and staff will be holding the public hearings on the budget May 1, 2003 through May 8, 2003.  Mr. Cipolla stated that staff will make available one-on-one sessions with individual Board Members to receive information about the proposed budget in detail.  Mr. Cipolla stated that staff will be seeking Board Action in June 2003.

Board Member La Poll and Gage left their seats at 10:23 a.m.

Scott Buhrer, Chief Financial Officer, introduced the Recommended Fiscal Year 2003-2004 and Fiscal Year 2004-2005 budget.  Mr. Buhrer stated that the Operating Budget has been segregated into two different categories - Ongoing Revenues and One-Time Revenues.

Mr. Buhrer discussed the decline of sales tax revenue and the proposal last year for a five percent service reduction, the incorporation of one-time revenue enhancement strategies, and the prediction that VTA would exhaust its budgetary reserves by June 30, 2003.  Since that time, staff conducted the implementation of an additional reduction of 9 percent of buses and light rail services, reviewed the Capital Budget and reduced or deferred over $120 million of capital projects, and continues to aggressively seek out financial strategies.  These actions have enabled staff to defer the depletion of the budgetary reserves for another two years.

Mr. Buhrer noted that the Proposed Budget includes an additional 21 percent reduction in bus and light rail services and another fare increase.  Mr. Buhrer stated that despite all of this at the end of Fiscal Year 2004/05 the projected reserves will be below $17 million and the ongoing annual structural deficit is projected at $63 million.  The recommended budget merely buys VTA two additional years of time.  During the upcoming two years, VTA stakeholders will have to determine what type of organization they want VTA to be, what kind of a system they want, the kinds of services the public wants VTA to provide, and what the public is willing to pay for these services.  Mr. Buhrer noted that it is increasingly clear that VTA cannot do everything that everyone wants.

Board Member Gage returned to his seat at 10:27 a.m.

Mr. Buhrer discussed sales tax revenues and stated that he is anticipating some improvement in sales tax revenue for VTA in the beginning of the second quarter for Fiscal Year 2004.

Ex-Officio Board Member Beall left his seat at 10:29 a.m.

Mr. Buhrer reviewed the TDA Sales Tax revenue projections, Metropolitan Transportation Commission (MTC) administrative programs, and State Transit Assistance (STA) revenue projections.  Mr. Buhrer reviewed revenue projections from the AB 434 Transportation Fund for Clean Air Program.

Mr. Buhrer reviewed VTA’s investment earnings and highlighted the fact that as VTA has used the budgetary reserves to reduce the amount of service reductions, the amount of available revenue to be used for investing has also been reduced returning smaller yields for these investments.

Board Member Valerio left his seat at 10:34 a.m.

Mr. Buhrer reviewed the projected revenues from the advertising program.

Mr. Buhrer reviewed the options available to VTA using 2000 Measure A funds and the ability to draw forward 2000 Measure A receipts through the issuance of debt.

Board Member La Poll returned to his seat at 10:35 a.m.

Mr. Buhrer stated that the Enterprise Fund has been incurring costs to facilitate the advancement of the low floor light rail vehicles.  Mr. Buhrer stated that by               June 30, 2003 the Enterprise Fund would have advanced $29.3 million on behalf of the 2000 Measure A program.  During each of the next two Fiscal Years the Enterprise Fund will be advancing $14.6 million further on behalf of the 2000 Measure A program.  Mr. Buhrer stated that the Recommended Budget for Fiscal Year 2003-2004 and Fiscal Year 2004-2005 contemplates and assumes that VTA will conduct a refinancing transaction to reimburse the Enterprise Fund for the        $29 million paid to date.

Board Member Valerio returned to his seat at 10:37 a.m.

Mr. Buhrer discussed the $81.5 million note that VTA issued on behalf of the Enterprise Fund for the purchase of the rail corridor.

Ex-Officio Board Member Beall returned to his seat at 10:41 a.m.

Board Member Alvarado asked about the refinancing amount $140 million to be derived from future 2000 Measure A funds.

Mr. Buhrer stated the $140 million would be derived from debt that would be secured by and payable from the 2000 Measure A.  Mr. Buhrer stated that staff is planning to use a type of debt that can be rolled over like a tax exempt commercial paper program or capital appreciation bonds.

Mr. Buhrer discussed the permissibility of using 2000 Measure A future receipts to fund current operations at VTA.  He discussed the memorandum titled Issuance Of Debt Secured By And Payable From 2000 Measure A Sales Tax, is a memorandum from General Counsel listing her opinion regarding what extent revenues from the 2000 Measure A could be used to fund the transit service, the operation of the Tasman/East Capital Light Rail Extension, Vasona Light Rail Extension, the Downtown East Valley Light Rail Extension, and the BART project.

Mr. Buhrer stated that the Board of Directors now has to assess the implications of a potential financing that would advance a portion of the operating assistance that is identified in the 2000 Measure A to fund increased costs of operating transit services prior to the tax being levied and collected and that the Board will need to make a policy decision with regard to the use of future funds to pay for the light rail extensions.

Mr. Buhrer stated that the Recommended Budget for Fiscal Year 2003-2004 and Fiscal Year 2004-2005 does not include any provision for accelerating the receipt of any of the operating assistance from the 2000 Measure A.

Board Member Chavez asked about the benchmark used for the bus service.        Mr. Buhrer replied and stated that the language in the ballot measure was to provide operating assistance for increased bus service.  Mr. Buhrer stated that staff evaluated what is the best measurement of what service is and what is the best measurement of what service costs.  Mr. Buhrer stated that for bus service VTA is using bus hours as the measurement.

Board Member Chavez asked if VTA would not be able to use the 2000 Measure A funds anytime in the foreseeable future for bus expansion.  Mr. Buhrer replied and stated that VTA would not be able to use 2000 Measure A funds for bus until the bus hours again exceeded the annualized service levels that VTA was operating in November of 2000 which was 1,653,000 hours.

Mr. Cipolla stated that the 2000 Measure A referenced expansion of service and actually used the term of 500 buses which VTA interprets into bus hours.

Board Member Chavez clarified to the Board that VTA could continue to operate at a deficit of bus service and never reach that past level of service from November 2000.

Board Member Gonzales inquired about the memorandum from General Counsel and asked about the second page if the language in the memorandum at the second paragraph in quotes was the actual language from the ballot.                 Board Member Gonzales asked about the interpretation of the language on the memorandum stating that VTA will have an expanded bus fleet of 750 vehicles.  He stated that the language there says 750 vehicles not buses.  He asked if paratransit vehicles are considered part of the bus fleet.  Mr. Cipolla clarified that paratransit vehicles are not part of the bus fleet.

Suzanne Gifford, General Counsel, stated that in her memorandum is the exact language from the 2000 Measure A ballot.  She further stated that if you read on the second paragraph it states that the Measure will provide revenue to ensure funding of expanded bus fleet of 750.  Ms. Gifford stated that her interpretation of that is that it only makes sense to mean that what VTA had to start out with was approximately 500 buses in service and 500 to an increased 750 buses in the fleet were contemplated to be added.

Board Member Gonzales stated that he wanted to be clear and state that the language does not state anything about service.  Ms. Gifford replied and stated that is correct it does not state anything about service.  Board Member Gonzales asked Ms. Gifford, if that was her interpretation of the language.  Ms. Gifford replied and stated that the fact of the matter is that VTA does not have 750 buses now.  Board Member Gonzales stated that VTA could have 750 buses but not operate them all.  Ms. Gifford replied and stated that was correct.                     Board Member Gonzales also stated that you could lease 250 buses to other operators.  Board Member Gonzales asked for clarification on this matter as he is interpreting it.  Ms. Gifford replied and stated that what Board Member Gonzales stated was correct and you could have 720 buses, but not operate them all, and you could lease out 250 buses also.

Board Member La Poll asked if VTA put into the ballot language a maintenance of service clause and asked if staff has thought of going into court before judge and getting a clear determination.

Ms. Gifford replied and stated that staff has thought of that possibility, but when looking at the plain language of the ballot measure using the standard rules of statutory interpretation you can make sense of the plain meaning.  Ms. Gifford stated that the plain meaning seemed clear.  Ms. Gifford stated that what the drafters of this 2000 Measure A might have intended it to mean might be in question now, keeping in mind though historically where VTA was.  She continued and stated that she does not believe that anyone ever conceived that current economic conditions would dictate VTA operating less than the fleet of 500 buses at that time.  Ms. Gifford stated that VTA was looking forward to expanding and that was part of the Strategic Plan that was adopted as far back as 1996.

Board Member La Poll stated that there has been a change of circumstances and seems that one could argue that the whole point of this Measure was to have more service than VTA could otherwise provide without the money from the              2000 Measure A.  He further stated that if what VTA can provide without the money is 350-400 buses, than using this money from 2000 Measure A would allow VTA to provide more service.  Board Member La Poll stated that the City of Los Altos has used this technique when not sure to go in and get a judicial determination and even if you don’t get approval you at least have a chance of being able to use the money.

Board Member Cortese asked if you borrow against the 2000 Measure A money and used it to pay for expanded paratransit service anticipated that would reduce the need to take that money from the general fund.  He continued and stated that would enable that general fund money to be used for expanded bus service or restoring bus service.  Board Member Cortese asked at what point, if at all, does VTA run into error with a challenge to language of the ballot measure by borrowing money and using it for paratransit in order to indirectly benefit something that is a non-expansion of bus service.  Mr. Buhrer stated that the legal concerns on that matter should not be of concern because the paratransit service levels meet the definition of the 2000 Measure A so that VTA could draw the money for that so that dollars that are available could be put to use in another fashion.

Mr. Cipolla noted that the ballot language specifically states that money can be used for expanded paratransit service so anything above the benchmark would be able to be funded just as VTA feels comfortable that operating expenses associated with Tasman/East Capital and the Vasona Light Rail projects because those projects are specifically called out in the ballot language.

Board Member Cortese stated that the in the budget the paratransit services are not part of the Enterprise Fund and asked if staff intends to take the money for paratransit and put it into the Enterprise Fund, which reduces the need of the Enterprise Fund to encroach on the general fund.  Mr. Buhrer clarified that the Enterprise Fund is VTA’s General Fund.

Mr. Cipolla replied and stated that the money is designated for the operations of paratransit.  Board Member Cortese replied and stated that he would like VTA to have that flexibility and Mr. Cipolla stated that he feels that VTA does have that flexibility to be able to designate it to paratransit operations specifically.              Mr. Cipolla continued and stated that VTA has other funds flow through VTA that are designated for special purposes.

Board Member Springer asked about the fact that VTA Board of Directors crafted the 2000 Measure A ballot language.  He further stated that it sounds like VTA wants to go to a judge and change the language and meaning after the approval and it may turn out that a judge will rule that VTA wrote the language and now they have to live with the results.  Board Member Springer also stated that it must be known that if VTA is going to borrow the money it has to be determined how they will pay it back.

Board Member Springer stated that the citizens of Santa Clara County need to answer the question of what do they want from the VTA as a transit agency.  If it is a full level of service, as in the past, then how is VTA going to get to the point where they have the funding available for this.  Board Member Springer stated that Board Members need to determine an on-going source of revenue for VTA operations.

CLOSED SESSION at 11:05 a.m.
Board Member Valerio left the meeting at 11:45 a.m.

Board Member Cortese left at 11:50 a.m.

Board Members Gonzales, Chavez, and La Poll left the meeting at 12:00 p.m.

RECONVENED TO OPEN SESSION at 12:07 p.m

A quorum was no longer present and a Committee of the Whole was declared.

Board Member Gage stated that in 2006 there will be a half cent sales tax to pay for a bunch of projects scheduled to last the citizens of Santa Clara Valley for the next 30 years.  He suggested going back to the voters with full disclosure to notify them of the borrowing and the possible solution to a short-term gap.               Board Member Gage stated that if VTA goes back to the voters and says we have a short-term problem and we would like to use two years of the 2000 Measure A sales tax revenue using up the funds available from 2006 to 2008 in order to solve the short-term problem.  Board Member Gage stated that VTA would borrow against that money and then add two more years on the back end of the            2000 Measure A, so instead of it ending in 2036 it would end in 2038.

Board Member Gage stated that the payback dollars would come when VTA actually started collecting the tax.  Board Member Gage stated that this is not taking away from any projects, all it is doing is saying that VTA is in a situation now where many of those programs are going to be delayed anyway and why not allow VTA to just use some of the available money from 2000 Measure A to get VTA to where the citizens want the system.

Board Member Gage stated that his original proposal was to keep the organization afloat until VTA is able to locate long-term financing and wanted to use the money from 2000 Measure A for a couple of years and would add on to the back end of the payback time so that the voters don’t lose anything in terms of the projects to be completed.  Board Member Gage stated that his intention on this suggestion to borrow money against the 2000 Measure A is only for the first two years of the available funds from 2006-2008.  He stated that the intention is to borrow only that amount of money and to pay back that amount on the back end of the time period that the sales tax will take place.  Board Member Gage stated that he had no intention of borrowing the entire amount and bond for it and pay large amounts of financing fees.

Board Member Gage stated that it is imperative to have full disclosure to the public and not try to hide anything or to change the original idea of completing the projects that the voters voted for in approving the 2000 Measure A.

Mr. Buhrer stated that included in the Recommended Budget for Fiscal Year 2003-2004 and Fiscal Year 2004-2005 is the financing for reimbursing the Enterprise Fund for costs that it has incurred in advancing the 2000 Measure A projects.      Mr. Buhrer stated that what is not included is any financing for providing operating assistance in advance of the tax being collected.  Mr. Buhrer stated that the 2000 Measure A financing is the conclusion of the on-going revenue discussion.

Mr. Buhrer discussed the one-time revenue opportunities included in the budget.  

Mr. Buhrer stated that the Recommended Budget for Fiscal Year 2003-2004 and Fiscal Year 2004-2005 does plan for a 21 percent reduction in bus and light rail services in October 2003.  Mr. Buhrer stated that the cost estimates on the savings are listed on Page 25 of the budget.

Mr. Buhrer discussed the wage and benefit assumptions.

Mr. Buhrer discussed paratransit issues highlighting that the assumptions for paratransit costs include implementing Phase 3 of the Paratransit Plan in October 2003.  Mr. Buhrer stated that Phase 3 is the curb-to-curb service and it also includes the conforming paratransit services to be complimentary to the fixed route service.  Mr. Buhrer also stated that as the span of service changes in the fixed route so would the availability of paratransit.  Mr. Buhrer stated that the Phase 3 will also include the three-quarters of a mile criteria for the destination to and from.

Mr. Buhrer stated staff is assuming that the amount of operating support for Caltrain will be frozen at the 2002–2003 level which is $14.1 million dollars.

Staff has also frozen the level of operating assistance for the Altamont Commuter Express (ACE) noting that the staff from VTA and ACE have been discussing the possibility of changing the relationship by which VTA participates in ACE from a joint exercise of powers to a cooperative agreement where VTA would essentially cap the amount of funding available which would allow ACE to determine service levels so long as they did not drop below a certain point.  Mr. Buhrer stated that if they wanted to add additional services from funds other than the member agencies they would be free to pursue that without VTA participation.

Mr. Buhrer stated that staff did include a timeline to review the budget noting that staff is anticipating at least formal updates to the budget the first on January 2004 and the next in May 2004, and another in January 2005.  Mr. Buhrer stated that this will allow updates and revisions as needed.

Mr. Buhrer reviewed the Capital portion of the Recommended Budget for        Fiscal Year 2003-2004 and Fiscal Year 2004-2005.

Board Member Pirzynski asked if there are any other areas staff is considering further cuts or further evaluation of in either the general fund or the capital budget.  Mr. Buhrer replied and stated that staff’s intention was to take a conservative look at what resources are available and then figure out what it is that the amount of the cut that would be necessary for two years.  Mr. Buhrer stated that there will be a series of actions to present to the Board of Directors for action starting with fares, then to act on the ADA assumptions, then the Caltrain and ACE assumptions.  Mr. Buhrer stated that it would be easier to determine what course of action is next and if there are any other scheduled cuts in the budget based on the outcome of those items being presented to the Board of Directors for action.  Mr. Buhrer stated that as of this time, with those actions not taking place, staff is presuming that there will be no additional cuts if there are no further issues to deal with.

Mr. Buhrer stated that staff feels that there is some degree of conservatism in the revenue forecasts.  Mr. Buhrer stated that there is room for the economy to fall further, and staff has tried to estimate that for the next three quarters, however it could fall further down than staff’s estimates.

Board Member McLemore took his seat at 12:53 p.m.

Board Member Alvarado stated that for the County of Santa Clara a deficit of   $150 million for Fiscal Year 2004 is anticipated, and early this year the County directed all of its agencies and department to look at reductions in the range of 13.5 percent across the board without exception.  Board Member Alvarado stated that she does not see that as the case here for VTA in their Recommended Budget.  Mr. Buhrer replied and stated that VTA took that action last year for the 2002-2003 Budget.  Mr. Buhrer stated that staff directed all of the administrative and support services department to come up with cost savings of at least 15 percent.              Mr. Buhrer stated that one of the things discussed at the Ad-Hoc Financial Stability Committee was that VTA has a lot of support services driven by factors other service on the street.

Board Member Alvarado stated that VTA enacted 15 percent reductions for 2003 and noted that the County of Santa Clara did a 15 percent reduction as well for 2003.  Now the County of Santa Clara is enacting a 15 percent reduction for 2004, and is anticipating having to do a 15 percent reduction for 2005 due to possible impacts from the State of California once they adopt their budget.                    Board Member Alvarado stated that VTA should take a look at what additional cost savings might be incurred if a reduction of even as low as five percent across the board may generate.  Board Member Alvarado stated that looking at the report received from staff on the shuttle services there appears to be no change looking at the budget on Page 15, stating that the costs for the shuttle services will continue at the same rate.  Board Member Alvarado stated that staff has made no proposals to modify the current shuttle service agreements, requiring more payment from members who participate, or even asking for some fare from the riders of the shuttle service.  Board Member Alvarado asked if staff at any time intends to give the Board of Directors a recommendation for some new way of doing business with the shuttle services.  Frank Martin, Chief of Operations, replied and stated that in terms of the budget the shuttle services cost is being recommended to reduce approximately $223,000 dollars.                                    Board Member Alvarado asked if the program will still cost VTA $1 million.        Mr. Martin replied and stated that is correct, and that VTA is constantly evaluating all the shuttle services and VTA has actually eliminated several.  He continued and stated that as staff goes through the budget process there may be some additional services that may be cut as well.  Mr. Cipolla stated that VTA’s contribution to the shuttles is approximately 25 percent of the total shuttle cost.

Board Member Alvarado stated that her greatest concern at this time is that there appears to be a disproportionate weight on the operators and the workers of VTA and the riders of the system.  Board Member Alvarado asked what the consequences would be if VTA was to stagger the reductions in services so that there would be less of a reduction in October 2003 and instead look at the reduction over a period of one-year or two-years.  Board Member Alvarado stated that the service reductions total approximately 30 percent and that is quite a significant reduction in services.  Board Member Alvarado expressed concern for the citizens that rely on the system and stated that VTA might be crippling the system and recovery in some form in the next two or three years may be impeded by the crippling action.  Board Member Alvarado stated that she has the same concern for the fare increases and requested information showing what the loss in revenues would be if the fare box increase was modified slightly and what that reduction might be on the operating deficit of the budget.

Board Member Alavarado asked about a proposed debt expense on page 15 of the budget of approximately $82 million.  She asked if that is the amount that is premised on the sale of bonds to replenish the Enterprise Fund, and further asked if that $82 million dollars is programmed into the Recommended Budget for Fiscal Year 2003-2004 and Fiscal Year 2004-2005.  Mr. Buhrer stated that if you look at the budget on page 15, it shows the debt service jumping from $24 million to $105 million because the note that VTA issued with a one-year term comes due in December 2003.  Mr. Buhrer stated that the proposal is that we would fund that with a TCRP or a Measure A debt proceeds.  Mr. Buhrer stated that is listed as the last line just above the caption for one-time revenues.  Board Member Alvarado stated that is assuming that things will work out well with the State of California and the TCRP funds, and it is highly unlikely that the TCRP funds will be available in their entirety.  Mr. Buhrer replied and stated that when staff proceeded with that acquisition we did so with the knowledge that using the Enterprise Fund’s credit would reduce the overall cost of the borrowing.  Mr. Buhrer stated that there was never any intent that the Enterprise Fund would pay for that corridor purchase.  Mr. Buhrer stated that the purchase was approved with the notion that the funding would be from either TCRP or Measure A.

Board Member Gage suggested that Mr. Buhrer discuss how the 21 percent reduction in service was necessary to get VTA through the financial crisis until the end of 2004 and that if the service reductions are staggered that means that VTA won’t be able to get through until 2004.  Mr. Buhrer stated that the service reductions do not reduce the financial problems, they only delay them for two years.  Mr. Buhrer stated that the chart on Page 17 shows that even after the 21 percent service reduction the on-going deficit for VTA is $63 million and the anticipated end-of-year budgetary reserves are less than $17 million.  Mr. Buhrer stated that the total fare increase for Fiscal Year 2004 was estimated to generate $4 million, and if you include the additional increases for 2005 it is more like         $8 million to $10 million dollars that will be generated.  Mr. Buhrer stated that without specifics to Board Member Alvarado’s question it would be impossible to answer how the staggering would change the bottom line.                                  Board Member Alvarado stated that it seems like the problem is a deep budget problem and stated that it may be possible to find additional savings such as the reduction of funds used for shuttle services and perhaps an additional five percent reduction in expenses for all departments at VTA.                                  Board Member Alvarado stated that the focus should be to reduce the impact on the workforce at VTA and the user of the system.  Board Member Alvarado stated that the work that has to be done for the next several weeks and throughout the rest of the year requires a great deal of review and discussion about how we stabilize VTA for the immediate term, for the intermediate term, and for the long-term.

Board Member Springer asked staff to supplement Page 15, showing the expenses for ACE, Caltrain, ADA, light rail, etc. in a separate chart so that Board Members can see clearly the amounts that VTA is paying for these services.  He stated that the page shows $3.9 million and there is actually a revenue stream behind these services and the whole amount is not paid by VTA.  Board Member Springer stated that even with the 21 percent service reduction, VTA will have a operating deficit of $69 million in 2006 and further stated that spreading out the service reductions there is still going to be significant cut of services again of the same magnitude unless another revenue stream is identified and brought in to VTA.  Board Member Springer stated that VTA needs to start facing the issue of not having a new revenue stream.  Mr. Cipolla replied and stated that staff has been saying that since this process began.  Board Member Springer noted that staff is saying it, but he does not know that the Board of Directors is hearing it.               Mr. Cipolla stated that this is a two-year budget and all it is doing is buying some time.  Board Member Springer stated that VTA needs to go back and verify the Vision, Mission, and Strategic Plan to see if VTA can still achieve these or even financially achieve these.  Board Member Springer asked what the system is that we can afford to have, what is the system that we want to have and how do those two come together.  Board Member Springer stated that right now VTA is going to be reduced in service so far that the current Vision, Mission, and Strategic Plan are no longer valid.  Mr. Buhrer stated that is what staff said on Page 17 of the budget.

Mr. Cipolla, General Manager stated that staff has been eliminating a lot of administrative type positions and projects to transfer duties to VTA and eliminate contractors.  Mr. Cipolla stated that the distribution of employees by work unit has been maintained even while imposing the nine percent decrease.  Mr. Cipolla stated that many administrative positions have been eliminated and will continue to be eliminated, but when it comes to October 2003, the impact of the service reduction will hit the operators and maintenance and the customer information services.  Mr. Cipolla stated that there will be some other positions eliminated as projects are completed and that those positions are being funded by capital programs.  Mr. Cipolla stated that VTA is hopeful that the State of California will broaden the sales tax base.  He further stated that it was once in for discussion with the State Government and then taken out of the running for a possible solution and now it is back in for discussion, but he feels it is a long shot for approval.  Mr. Cipolla stated that if the sales tax base is broadened by the State of California perhaps it would not be necessary to implement the service reductions in October 2003.

Mr. Cipolla stated that the fiscal crisis is a process that changes daily, staff is trying to manage the problem and deal with problems, but the situation is very serious and the magnitude of the problem will lead to having to deal with the continuing budget operating deficit as Board Member Springer stated, but realistically VTA needs $160-200 million more per year in revenue.  Mr. Cipolla stated that VTA will not be able to raise that kind of money by cutting back on one position here or there, or by raising fares.

Mr. Cipolla briefly reviewed the Individual Budgets for the different groups in VTA highlighting the different financial struggles for each department.

Board Member Gage recommended allowing the public to speak about the budget to voice their concerns and then to adjourn the meeting due to the number of board members in attendance.

Board Member Pirzynski agreed with that recommendation by                          Board Member Gage and stated that it is time for the Board of Directors to stop nitpicking the numbers.  He further stated that staff has done what it has to do to make the organization solvent and there are some difficult issues for the Board of Directors to focus on such as reviewing the Mission Statement, Vision Statement, and Strategic Plan based on available funds to achieve these statements, and finding creative ways to disburse available funds to complete projects promised to the public.  Board Member Pirzynski stated that staff needs to be left to complete their jobs and stated that he hopes that this will be a valuable time as an organization, because the lessons learned during this economic downturn should be applied during an economic upturn and there will be an upturn at some point.

Board Member Alvarado stated that this is the first time that the Board of Directors has had a chance to review the proposed budget and the work of the Ad-Hoc Financial Stability Committee.  Board Member Alvarado stated that she has an obligation to speak for those individuals she represents for the County of Santa Clara and many of those individuals are very dependent on public transportation.  She further stated that the Board cannot just narrow the discussions and decision making to the work that has been done by staff and the consultants, but should instead focus on the work that the Board of Directors has to do to find a solution that is equitable as possible and reflects the needs of the community and reflects the obligations of the Board Members to represent the public adequately.  Board Member Alvarado stated that the discussions surrounding this budget may take all year, and stated that there are too many major problems facing VTA and stated that Board Members must take the time, noting that some of the Board Members had left the meeting prior to it adjourning.  

Chairperson Kennedy stated that the downturn in our economy has caused VTA to look very closely at all of its practices and stated that she is sure that in the end we will come out with a better system, a better program, and a better way of doing business.

5.
PUBLIC PRESENTATIONS
David Schonbrunn stated that he supports what Board Member La Poll stated in requesting declaratory relief in the interpretation of 2000 Measure A, based on the circumstances VTA is in now.

Ms. Smith stated that the union agrees that there is an issue of not enough money that VTA is facing.  Ms. Smith stated that their union is currently in contract negotiations with VTA and stressed that the union is willing to be reasonable and is not willing to be outrageously attacked in the area of medical benefits above and beyond what other constituencies are paying.  Ms. Smith stated that the union does not want to have a big fight with VTA, but other public employees go to work in large percentage because they expect decent benefits and the members of the union are not willing to give up those benefits.  Ms. Smith asked the Board of Directors to do what they can to help the union get a decent settlement.

Tom Fink, ATU Local 265, stated that it is understood that this organization needs more money to solve budget problems and Local 265 has been actively working at the State Capital to get that.  Mr. Fink stated that the bus system is the core of the meaning of VTA and the bus system is core of public transportation in Santa Clara County.  Mr. Fink stated that the voters approved 2000 Measure A that contained improvements in the quantity and quality of service that they would like to receive.  Mr. Fink stated that it is important to recognize what the voters want.  Mr. Fink discussed an article printed in the San Jose Mercury News that emphasized that the bus system is the baseline for public transportation.  Mr. Fink stated that he supports the statements by Board Member La Poll in urging VTA to seek declaratory relief on the issue of how 2000 Measure A funds can be used.            Mr. Fink stated that VTA should move forward and ask the voters what they would like to have happen in regard to the use of 2000 Measure A funds.

Bob Brownstein, interested citizen, stated that the Board of Directors has a difficult challenge of doing two things at once.  One is finding a long-term solution to the macro-fiscal problem which is going to require tax increases and the second challenge is to mitigate the harm to the system, riders, and employees while developing a long-term solution.  Mr. Brownstein asked the Board to avoid as many of the cuts planned for October 2003 as possible and he feels that the only way to do that is to make a maximum effort to get access to the 2000 Measure A bus funds.

Margaret Okuzumi, Bay Rail Alliance, expressed concern over the 50 percent decline in bus service proposed over the next two years and not being able to do anything about it with the Measure A funds.  Ms. Okuzumi further stated that is not what the voters for Measure A intended and shows bad planning on the part of VTA.

Tammy Dhanota, Local 715, made a statement on behalf of all of the Local 715 members about the current contract negotiations.  She stated that VTA’s current proposal is that employees pay $200 per month for health insurance.                    Ms. Dhanota stated that amount of $200 would eliminate the Local 715 member’s food and gas money.  Ms. Dhanota stated that members of the union understand that a compromise must be met, yet the most that other city and county or city employees are paying is $25 per month for health care benefits.  Ms. Dhanota stated that Local 715 members believe that VTA management is using the current financial crisis to make the members pay higher benefit costs.  Ms. Dhanota stated that the truth is that even if VTA dropped all health care coverage for all employees to save money it still would not solve the current financial problems.  Ms. Dhanota stated that all the members ask is that the cost is reasonable.

6.
ADJOURNMENT
On order of Chairperson Kennedy, there being no objection, the Workshop Meeting for VTA Board of Directors was adjourned at 1:06 p.m.

Respectfully submitted,

Gilda M. Grozdanich, Board Assistant
Dan Heider, Board Assistant
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