
 
 

 

To: Administration and Finance Committee   Date: March 2, 2016 

From: Erick Cheung, Director of Finance   Reviewed by: 

 

SUBJECT:  Fiscal Year 2017 Draft Budget and Ten Year Forecast 
 

SUMMARY OF ISSUES: 

County Connection’s Fiscal Year 2017 Draft Budget and Forecast are submitted to the Administration and 
Finance Committee (Committee) for review and discussion.  Based on the Committee’s comments and direction, 
staff will prepare a second draft which will be presented at the April Committee meeting and Board meeting.  The 
Board of Directors will be asked to approve the draft budget at the April meeting so that a timely Transportation 
Development Act (TDA) claim can be filed with the Metropolitan Transportation Commission (MTC).  TDA law 
requires that each county’s auditor estimate TDA revenue; the claim will be based on that estimate. 

Overview of Fiscal Year 2016 

Expenses 

Estimated Operating Expenses (Page 2) for FY 2016 are expected to be $34,737,616, which is below the adopted 
budget of $36,741,165 by $2,003,549 (5.5%).  The following is an analysis of estimated expenses in comparison 
to budget:  

 

  

Category Description

Estimated Amount 
Over (Under) 

Budget 
($ in thousands)

Wages and benefits
Negotiated salary increases of 4% effective July 
1, 2015. 559$                           

Services
Clipper fees appear lower than anticipated, but 
this is first year of implementation (90)$                            

Materials and supplies Diesel fuel costs have decreased (1,081)$                       

Contingency
Contingency is not currently needed based on 
estimated expenses (1,326)$                       

Total (1,938)$                       



Revenues 

Estimated Operating Revenues for FY2016 are equal with expenses since the majority of County Connection’s 
revenue is on a reimbursement basis.  The following is an analysis of estimated revenues expenses in 
comparison to budget: 

 

Overview of FY 2017 Proposed Budget 

Expenses 

The FY 2017 Proposed Operating Budget is $37,232,117, which is $2,494,501 or 7.2% more than the FY 2016 
estimated amount.  It includes an operating contingency of $800,000.  The following proposed expenses are 
larger than the estimated FY 2016 amount: 

 

Revenues 

The Proposed Operating Revenues for FY2017 are equal with expenses, since the majority of County 
Connection’s revenue is on a reimbursement basis.  The budget assumes that $18.9 million in TDA 4.0 funds will 
be used, which is an increase of $3.9 million over the estimated amount.  The main reason is the decline in STA 
revenues with falling gas prices.  The second reason is adjusting for stable federal revenues at approximately 
$1.2 million, since some of the carryover federal funding will be used in FY 2016. Finally, this assumes that the 
$800K contingency is required to be spent. 

  

Category Description

Estimated Amount 
Over (Under) 

Budget 
($ in thousands)

Fare Revenue Fare revenue lower than budgeted (177)$                          

FTA Section 5307

Federal FTA 5307 funding has increased 
Paratransit funding from an average of $670K to 
$1.2M.  This created carryover funds used this 
fiscal year. 730$                           

TDA 4.0

TDA 4.0 is considered revenue of last resort, as 
estimated expenses are lower than budgeted, the 
use of TDA 4.0 revenues is also lower. (2,645)$                       

Total (2,092)$                       

Category Description

Budget Amount 
Over (Under) 

Estimate 
($ in thousands)

Wages Increases of 3% based on labor negotiations 501$                           

Benefits

Assumes fully staffed, which increase medical 
costs for service workers and mechanics ($89K).  
Also, estimated increases in cafeteria ($141K) 
and OPEB costs ($41K). 271$                           

Materials and supplies

Assumes diesel fuel prices will rise over the next 
year to $1.6M, but still below the average of 
$2.1M in FY2012 to FY 2014. 481$                           

Purchased transportation
Increase in contracted costs with First Transit for 
paratransit services. 234$                           

Contingency Estimated contingency of $800K 800$                           
Total 2,287$                        



STA revenue has declined approximately 22% from the original FY 2016 estimate provided MTC last February 
from $3.1 million to a revised $2.4 million.   Also, FY 2017 STA Revenue Based estimates have not been 
provided by MTC due to changes by the State Controller’s Office on allocations.  MTC is still trying to resolve the 
issues with the Controller’s Office at this time.  The following is a summary table of STA revenue not including 
true up amounts for the previous years. 

 

FTA 5307 revenues on a continuing basis are estimated to be $1.2 million annually based on the last grant.  As 
mentioned earlier, County Connection had grant funds remaining from previous year since the annual funding has 
nearly doubled.  Prior to FY 2014, federal funding was approximately $670 thousand annually.  Therefore the 
decrease from FY 2016 to FY 2017 relates to drawing down the carryover amounts and not a reduction in 
funding. 

Low Carbon Transit Operations Program (LCTOP) funds are a new funding source and could provide additional 
funds to County Connection.  These funds are currently used for the Martinez Shuttle Route 3 for approximately 
$186 thousand, but there appears to be additional funding could be used for capital or operational needs.  The 
budget assumes an increase to $574 thousand based on MTC’s preliminary estimate that LCTOP funds could 
amount to $20 million over 25 years.  The current restrictions on the use of these funds make it difficult for County 
Connection to spend but there appears to be legislation which may assist us.  

Capital Program 
The FY 2017 Proposed Budget includes $20.0 million in capital purchases (see PP.6).  The majority of the 
expense relates to completing the bus replacement for $18.8 million.  The funding for the buses is $16.7 million in 
Federal 5307 funds with matching from State Proposition 1B and Bridge Toll funds for $2.1 million.   

Key Assumptions Used for the Ten-Year Financial Forecast 
 
TDA Revenue 4.0 
The Contra Costa Auditor Controller’s estimate for FY 2017 is $17,584,948; this amount is 3.11% over the FY 
2016 revised estimate of $17,054,847.  The Auditor Controller does not provide a projection beyond FY 2017. In 
this forecast, staff has estimated the TDA growth rate at 3% annually for all years after FY 2017. This is still less 
than Contra Costa Transportation Authority’s (Authority) Measure J sales tax projection in the Strategic Plan 
published in December 2013 which averages 3.69% for FY 2018 through FY 2025.   

 
  

MTC - STA
2017 estimate 

(b)
2016 revised 
estimate (b)

2016 original 
estimate (a) 2015 audit 2014 audit

STA Population 1,719,595$     1,632,679$     2,120,279$     2,117,987$     2,244,998$     
STA- Regional Paratransit (c) 275,025$        261,124$        339,109$        338,732$        359,057$        
STA Revenue Based (d) 541,573$        514,199$        627,072$        638,775$        647,035$        

Total 2,536,193$    2,408,002$    3,086,460$    3,095,494$    3,251,090$    
$ Difference 128,191$        (678,458)$      (9,034)$           (155,596)$      n/a
% Difference 5% -22% 0% -5% n/a

(a) Based upon MTC February 25, 2015 estimate does not include true up amounts for previous year.

(b) Based upon MTC February 24, 2016 estimate does not include true up amounts for previus year.

(c) Amount reflects County Connection's portion of the regional percent: 41.359%
(d) STA Revenue Based amounts have not been provided by Agency due to changes by State Controller's

     Office.  MTC provides overall estimated revenue declines 18 from the original estimate.  The 2017 

     amount assumes increase is consitent with STA Regional and Population of 5.3%.



Operating Revenues 
 

• Passenger fares are increased 2% annually for Fixed route and 3% for Paratransit. Fare increases are 
projected for FY2018, FY 2021 and FY 2024.  

• STA revenue for FY 2017 is estimated by MTC and used a 5% growth factor from a lower base amount; a 
3% growth rate is assumed in the out years.  

• Measure J is projected to grow at the rate used in the Authority’s revised Measure J Strategic Plan 
published in December 2013 which averages 3.69% from FY 2018 to FY 2025.  

• LCTOP Funds for FY 2017 for $573,087, assuming 3% annual increase would be approximately $20 
million over 25 years.  MTC is currently still reviewing allocation for population based and would require 
legislation change for operational use. 

Operating Expenses 

The forecast assumes that the service levels will remain the same and 3% wage increases per the MOUs agreed 
upon last year continue into future years. A 2.5% growth rate in the out years has been used for fixed route 
nonwage expenses except as noted in the following bullets: 
 

• Cafeteria plan expenses are assumed to increase at 4% per year. 

• PERS employer rates reflect the recent actuarial report.  For FY 2017 the rate is 7.553% which is a 
decrease from the current year of 8.997%.  PERS estimates the rates will be 7.9% for FY 2018, 8.4% for 
FY 2019, 8.8% for FY 2020, 9.2% for FY 2021, and 9.6% for FY 2022.  For FY 2023 through FY 2025, 
the assumption keeps the rate at 9.6%.   

TDA Reserve 

The TDA Reserve is estimated to begin FY 2017 at $10.3 million and reduce to $8.9 million at the end.  The main 
reason is due to the declining STA revenue mentioned earlier.  The forecast shows reserves declining 
approximately $1.0 million each year with reserves projected to be slightly negative in FY 2024.  By FY 2024, the 
deficit increases to $3.6 million due to $3.1 million needed for bus purchases.   

 

RECOMMENDATION: 
Staff requests that the Committee provide comments which will be brought back at the April Committee meeting.  
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