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The Government Finance Officers Association (GFOA) of the United States and Canada presented a
“Distinguished Budget Presentation Award” to San Bernardino Associated Governments, located in California,
for its annual budget beginning Fiscal Year July 1, 2014. In order to receive this award, a governmental entity
must publish a budget document that meets program criteria as a policy document, as an operations guide, as a
financial plan and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements and we are submitting it to GFOA to determine its eligibility for another award.
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MISSION STATEMENT

To enhance the quality of life for all residents, San Bernardino Associated Governments
(SANBAG) will:

e Improve cooperative regional planning
e Develop an accessible, efficient, multi-modal transportation system
e Strengthen economic development efforts
e Exert leadership in creative problem solving
To successfully accomplish this mission, SANBAG will foster enhanced relationships

among all of its stakeholders while adding to the value of local governments.

Approved June 2, 1993
Reaffirmed March 6, 1996
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m  San Bernardino County Transportation Commission ®m San Bernardino County Transportation Authority
m San Bernardino County Congestion Management Agency m  Service Authority for Freeway Emergencies

Date: June 3, 2015

To: SANBAG Board of Directors

From: Raymond Wolfe, Executive Director
Subject: SANBAG Fiscal Year 2015/2016 Budget

Moving forward on the heels of another successful year, | am pleased to provide the Fiscal Year 2015/2016
budget for the San Bernardino Associated Governments. This budget continues to make strong investments
in the programs and projects outlined in the 2014 update of the Ten-Year Delivery Plan, as approved by the
Board of Directors. A key point that should not be discounted is that we are moving very quickly on several
fronts, considering the measure is only commencing its fifth year. As highlighted last year, this budget also
serves as a roadmap outlining the steps necessary to deliver our key projects as well as Council of
Government (COG) initiatives.

Continuing the positive growth trend we have enjoyed over the past several years, Measure | and state sales
tax revenue is expected to grow, albeit at a slower rate than last year. Local sales tax revenue continues to
drive transportation investments in our region as state and federal funding remains stagnant at best. As was
noted in the last budget transmittal, continued slow economic growth, higher than anticipated unemployment
derived from a different economic model than existed prior to the recession, an increasingly efficient fleet,
and significant changes in driver behavior leading to fewer vehicle miles traveled as the population continues
to grow all act to dramatically reduce state and federal transportation funds derived from the excise tax on
fuels. This trend will continue to widen the gap between funding availability and the identified needs for
capacity enhancements as well as operations and maintenance. The State has joined forces with a coalition
of western states looking at a road charge to replace the excise tax on fuels in an attempt to reverse these
trends. Last year, the Legislature approved a bill to introduce a pilot program along these lines, and from this
effort the State will ascertain its next steps.

Cap & Trade funds are growing, but their application remains tightly controlled at the state level. These
funds mark the first real investment by the State in transportation since Proposition 1B. However, they are
carefully tied to the State’s sustainability endeavor as defined by AB 32 (Chapter 488, Statutes of 2006) and
SB 375 (Chapter 728, Statutes of 2008). This is important in that these two landmark pieces of legislation
were heretofore effectively “unfunded mandates.” However, as the State seeks to define the types of projects
they wish to see move forward under the Cap & Trade program, the scope of eligible projects is greatly
narrowed from the broader suite of projects than we have historically endeavored to deliver. In addition,
Federal investment in transportation remains questionable, with Moving Ahead for Progress in the 21
Century (MAP-21) scheduled to expire in May 2015. The 114™ Congress is considering proposals for a
long-term bill, but that reality is still somewhat remote to many. Long-term federal funding remains
essential to our ability to deliver on commitments to the voters who overwhelmingly supported Measure | in
1989 and its renewal in 2004.

Cities of: Adelanto, Barstow, Big Bear Lake, Chino, Chino Hills, Colton, Fontana, Grand Terrace, Hesperia, Highland, Loma Linda, Montclair,
Needles, Ontario, Rancho Cucamonga, Redlands, Rialto, San Bernardino, Twentynine Palms, Upland, Victorville, Yucaipa
Towns of: Apple Valley, Yucca Valley  County of San Bernardino
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SANBAG estimated revenues for the Fiscal Year 2015/2016 budget are $420,603,094 in comparison to
revised estimated revenues of $443,079,738 for Fiscal Year 2014/2015. This decrease is directly attributable
to lower funding levels from federal and state funds for Fiscal Year 2015/2016. The budget anticipates a
4.9% increase in Measure | (MSI) sales tax revenue for Fiscal Year 2015/2016 based upon prior and current
year collection trends, again supporting the argument favoring local investment. Increases are also once
again anticipated in the Local Transportation Fund (LTF) sales tax and restricted funds that are dictated by
grant activity. Projected changes for each funding source are identified in the Estimated Revenues Detail
pg. 37. The estimated revenues on this schedule do not include undesignated fund balances. The Revenue
Overview pg. 34 section of this budget provides more detail on revenue sources. The Budget Process pg. 17
section provides information on the evaluation of resources.

The total budget requested for Fiscal Year 2015/2016 is $504,344,651. This is balanced overall as well as by
program with undesignated beginning fund balances and estimated revenue. The proposed budget amounts
include prior year Board approved appropriations to be expended in Fiscal Year 2015/2016. The narratives
for each task in the Budget provide information on prior year budget commitments.

The most significant program continues to be Major Project Delivery, with a proposed Fiscal Year
2015/2016 budget of $197,512,864. The Fund Administration and Programming Department budget follows
closely with a budget of $153,930,792, and the Transit and Passenger Rail Program is next with a capital
expenditure of $120,840,915. The main budget outflow for Fund Administration and Programming program
are pass-through funds for MSI, LTF, and State Transit assistance fund. The majority of the Transit and Rail
Program budget includes construction money for the Downtown San Bernardino Passenger Rail Project and
funding for the design of the Redlands Passenger Rail Project.

The Fiscal Year 2015/2016 budget will prove yet another rewarding year for SANBAG. Our work to
improve processes and procedures is not done, but we are starting to realize the fruits of prior efforts in this
arena. We will continue to press for progress on all fronts in project delivery, while continuing to expand
our reach as a COG. As the appetite for the Home Energy Retrofit Opportunity (HERO) Program continues,
we have more resources available to work on COG initiatives. Staff at SANBAG remains committed to
working with the Board, industry and the public to enhance the quality of life in San Bernardino
County. Our mission continues to be delivering on commitments made to the voting public who entrusted
SANBAG with the monumental task of improving transportation throughout the County by the passage of
Measure I.

Sincerely,

Raymond W. Wolfe
Executive Director
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San Bernardino Associated Governments and The Community It Serves
The Organization and Its Responsibilities

San Bernardino Associated Governments (SANBAG) is the council of governments and transportation planning
agency in San Bernardino County. SANBAG serves the nearly 2.09 million residents of San Bernardino County
and enjoys the membership of the County of San Bernardino and all cities within the county: Adelanto, Apple
Valley, Barstow, Big Bear Lake, Chino, Chino Hills, Colton, Fontana, Grand Terrace, Hesperia, Highland, Loma
Linda, Montclair, Needles, Ontario, Rancho Cucamonga, Redlands, Rialto, San Bernardino, Twentynine Palms,
Upland, Victorville, Yucaipa, and Yucca Valley.

SANBAG was created in 1973 as a council of governments. Since that time, SANBAG has been designated,
primarily by statute, to serve several additional roles. These roles are listed below:

County Transportation Commission responsible for short and long range transportation planning within
San Bernardino County, including coordination and approval of all public mass transit service, approval
of all capital development projects for public transit and highway projects, and determination of staging
and scheduling of construction relative to all transportation improvement projects in the Transportation
Improvement Program.

County Transportation Authority responsible for administration of the voter-approved half-cent
transportation transactions and use tax (known as Measure 1) which is estimated to generate almost $5.2
billion through 2040 for funding of major freeway construction, commuter rail service, local street and
road improvements, special transit service for the elderly and disabled population, and traffic
management and environmental enhancement efforts.

Service Authority for Freeway Emergencies responsible for operating a system of approximately 1,200
call boxes on freeways and highways within San Bernardino County.

Congestion Management Agency responsible for managing the performance level of the regional
transportation system in a manner that considers the impacts from new development and promotes air
guality improvements through implementation of strategies in the adopted air quality plans. Under the
SANBAG nexus study, the Congestion Management Program identifies the fair share contribution due
from new development for implementation of new arterial roadways and freeway interchange facilities.

Subregional Planning Agency responsible for representing the San Bernardino County subregion and
assisting the Southern California Association of Governments in its role as the metropolitan planning
organization. SANBAG performs studies and develops consensus relative to the regional growth
forecasts, regional transportation plans, and mobile source components of the air quality plans.

The Community

San Bernardino County encompasses over 20,000 square miles and is geographically the largest county in the
contiguous United States. San Bernardino County stretches from urbanized areas bordering on Los Angeles and
Orange Counties in the west to the deserts along the Arizona and Nevada borders on the east. Some key
characteristics of the County are:

a. 2.09 million Population.

b. 91.1% live in urbanized areas with the remaining 8.9% living in rural areas of the mountains and
deserts.

C. 5" most populous county in the state.

d. 2.75 million Population projected by 2035.

e. Since 2000 most growth is caused by natural increases (more births than deaths) rather than by

migration from other regions.

SANBAG Budget Fiscal Year 2015/2016



f. The median age is 32.
Diverse racially and ethnically: 50.5 % Hispanic or Latino; 32% White; 9.6% Black or African
American; 7.5% Asian or Pacific Islander; 3.3% two or more races; and 2% American
Indian/Alaska Native.

The Economy

Slow but steady growth was the economic theme for 2014 and is expected to continue through 2015. The
unemployment rate continued to fall, dropping from 8.7% to 7.0% since last year. Expansion in trade,
transportation and utilities lead the region's year-over-year job growth. Home values continued their ascent back
from the bottom of the Great Recession with the average value of an existing home climbing 11.6% from the
same period last year. Retail sales also continued to improve albeit at a slower pace than in the previous year.
Retail sales in San Bernardino County increased 7.6% from the previous year. Retail sales activity is critical to
SANBAG as it is the basis for the Measure | % cent sales tax we use to fund transportation improvements.

The state of the regional economy remains strong and diverse and slow growth is expected to continue throughout
the next year.

SANBAG Budget Fiscal Year 2015/2016



State and Federal Transportation Fund Allocation Responsibilities

One of the essential roles for SANBAG as the County Transportation Commission, in addition to transportation
planning and programming responsibilities, is the allocation of State and Federal funds to transportation projects
within the county. Although some of these funds do not flow through the SANBAG budget, the authority to
allocate these transportation funds has as much policy and program significance as the agency budget.

SANBAG allocates specific State and Federal transportation funds among priority projects in the county and
designates a lead agency to administer implementation of the projects. Once the Board approves the allocation
and a project is added to the appropriate programming document, the lead agency is responsible for applying for
funds through SANBAG or State or Federal agencies and is responsible for meeting eligibility requirements. With
the exception of Transportation Development Act funds, State and Federal funds allocated by the Board are not
reflected in the SANBAG budget unless SANBAG is the lead agency for project implementation.

The Moving Ahead for Progress in the 21st Century Act (MAP-21) was signed into law on July 6, 2012, for the
two-year period from 2013 to 2014. MAP-21 authorized federal transportation funds for investment in highways,
transit, intermodal projects, and technologies, while providing State and local flexibility in the use of funds.
MAP-21 consolidated over twenty highway and transit programs into thirteen programs while maintaining much
of the same project eligibility and funding levels that are fairly consistent with those seen in the recent past.
MAP-21 eliminated most discretionary, or earmark, programs. In the prior federal authorization act, San
Bernardino County agencies received approximately $180 million in congressional authorizations. It was
anticipated that elimination of discretionary programs would provide more funding for the core transportation
programs; however, this did not occur. In August 2014, MAP-21 was extended through May 31, 2015, through
the Highway and Transportation Funding Act of 2014. The Consolidated and Further Continuing Appropriations
Act of 2015 was approved in December 2014, which provided funding for Transportation, Housing and Urban
Development (THUD) programs through the end of federal fiscal year 2015. It is anticipated that another
extension or reauthorization for transportation will be used to maintain federal funding after the expiration of
MAP-21 on May 31, 2015.

In California, Regional Transportation Planning Agencies and County Transportation Commissions, such as
SANBAG, are authorized by State law to allocate certain State and Federal funds for transportation projects
within the county. The following information relates to provisions of federal law, California statutes, and actions
of the Board to allocate funds to specific projects within the county.

In April 2009, the Board approved the Measure | 2010-2040 Strategic Plan. The Plan establishes funding
implementation policies for all programs under the Measure |1 2010-2040 Expenditure Plan, including principles
to guide the allocation of State and Federal funding to Measure | Expenditure Plan projects.

In January 2012, the Board approved the first Measure | 2010-2040 Ten-Year Delivery Plan. The Ten-Year
Delivery Plan provides a transparent list of projects that will be developed during the next ten years, and defines
the scope, schedule and budget for these projects given current information and assumptions. The Ten-Year
Delivery Plan is a living document that will be revised as revenue and project information changes. Every two
years the Ten-Year Delivery Plan will be updated by the Board to capture these updates. The first update was
approved by the Board in March 2014, and the second update is scheduled to be presented to the Board in March
2016.

The discussion of funding sources that follows is meant to provide background on typical annual apportionment
levels and the current Board-approved uses of these funds. It is typical that current expenditures will rely on
apportionment balances; therefore the funding levels reflected in this section should not be expected to relate to
any revenue estimates or budgeted amounts found in later sections of the Budget.

FEDERAL FUNDING SOURCES

Surface Transportation Program Funds (STP) — STP provides flexible funding that may be used for projects
on any federal-aid highway, bridge projects on any public road, transit capital projects, and public bus terminals
and facilities. The total amount of STP funding apportioned to San Bernardino County during the term of MAP-
21 is approximately $75 million.

SANBAG Budget Fiscal Year 2015/2016



Listed below are projects that are on-going in Fiscal Year 2015/2016 with the total STP allocated to the current
phase of work as approved in the Ten-Year Delivery Plan and through other Board actions.

Surface Transportation Program (STP) Projects

Total Allocation to
Project Lead Agency Current Phase
US-395 Interim Widening Design CALTRANS $6,015,000
US-395 Interim Widening Right of Way SANBAG 5,950,000
I-15 Phase 2 Widening CALTRANS 3,637,000
SR-138 Widening Phase 2 w/o I-15 CALTRANS 500,000
I-15/1-215 1/C Improvements — Devore 1/C CALTRANS 59,323,000
I-10 and Tippecanoe Avenue SANBAG 2,660,000
I-10 and Citrus Avenue SANBAG 24,419,000
SR-210 Landscaping SANBAG 1,498,000
Lenwood Grade Separation SANBAG 7,555,000
I-10 and Cedar Avenue County of San Bernardino 4,200,000
I-215 Segment 1 and 2 Construction SANBAG 2,400,000
I-40 Needles Connector Needles 1,980,000
SR-210 and Pepper Avenue SANBAG 13,131,000
Joshua Tree Area Pavement Project County of San Bernardino 183,000
TOTAL $133,451,000

Congestion Mitigation and Air Quality Funds (CMAQ) — Under MAP-21, CMAQ funds are authorized to
fund transportation projects or programs that contribute to attainment of ambient air quality standards. California
implementing statutes authorize SANBAG, acting as the County Transportation Commission and Congestion
Management Agency, to select and program CMAQ projects with input from the Metropolitan Planning
Organization, California Department of Transportation (Caltrans), and air quality districts.

Listed below are projects that are on-going in Fiscal Year 2015/2016 with the total CMAQ allocated to the current
phase of work as approved in the Ten-Year Delivery Plan and through other Board actions.

Congestion Mitigation and Air Quality (CMAQ) Projects

Total Allocation to
Project Lead Agency Current Phase
South Coast Air Basin Rideshare Program SANBAG $2,035,000
Mojave Desert Air Basin Rideshare Program SANBAG 1,160,000
Joshua Street Park & Ride Hesperia 508,000
I-215 Segment 1 and 2 Construction SANBAG 600,000
I-215 Bi-County HOV Lanes Right of Way SANBAG 6,449,000
I-215 Bi-County HOV Lanes Construction CALTRANS 34,027,000
SR-62 Signal Synchronization Yucca Valley $107,000
On-going Transit Needs SANBAG 6,758,000
Countywide Vanpool Program SANBAG 4,000,000
Downtown San Bernardino Passenger Rail SANBAG 10,306,000
TOTAL $65,950,000

CMAQ is available to areas that do not meet the National Ambient Air Quality Standards (nonattainment areas),
as well as former nonattainment areas. Funds are distributed based upon a formula that considers population by
county and the severity of its ozone and carbon monoxide air quality problems within the nonattainment or
maintenance area. CMAQ eligibility is conditional upon analyses showing that the project will reduce emissions
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of criteria pollutants. Activities typically eligible for funding by CMAQ include high occupancy vehicle (HOV)
lanes, transit improvements, travel demand management strategies, traffic flow improvements such as signal
synchronization, and public fleet conversions to cleaner fuels. The total amount of CMAQ funds apportioned
from MAP-21 is approximately $85 million; approximately $19 million in the Mojave Desert Air Basin and
$66 million in the South Coast Air Basin within San Bernardino County.

Transportation Alternatives Program (TAP) Funds — TAP is new in MAP-21 and consolidates the
Transportation Enhancement (TE), Recreational Trails, and Safe Routes to Schools Programs. Much like the
former TE Program, TAP provides funding for projects that enhance the quality of life in and around the
transportation system, have a direct relationship to the transportation system, and are over and above the normal
project or what is required for the mitigation of transportation projects pursuant to the National Environmental
Policy Act and California Environmental Quality Act. Projects eligible for TAP funds include facilities or safety
and education activities for bicycles and pedestrians, preservation of abandoned rail right of way corridors,
transportation related historic preservation, transportation aesthetics and scenic values, mitigation of water
pollution due to highway runoff, projects to reduce vehicle caused wildlife mortality, and removal of outdoor
advertising. Enhanced landscaping is no longer eligible for TAP funding; TE funds were a major source of
freeway landscaping funds in the past.

On September 26, 2013, the Governor signed legislation creating the Active Transportation Program (ATP) in
California to define the distribution and administration of TAP funds. This is a competitive program that is
administered at both the State and regional level, with SCAG being responsible for administering the regional
program. Project sponsors can compete at both the State and regional level. SCAG has set programming targets
for each county to ensure geographic equity in project selection. While SANBAG does not play a role in project
selection, staff provides assistance to local agencies in accessing the funds through Caltrans and the California
Transportation Commission. The project selection for Cycle 1 of this new program occurred in August 2014 and
November 2014 at the State and regional levels, respectively. The projects selected for award in Cycle 1 are in the
table below. Cycle 2 project selections will occur in August 2015 and November 2015 at the State and regional
levels, respectively.

Active Transportation Program (ATP) Projects

Project Lead Agency Total Project Award
Interagency Safe Routes to School Victorville $4,097,000
Los Serranos Safe Routes to School Chino Hills 1,732,000
City of Fontana Safe Routes to School Fontana 1,624,000
Mojave Riverwalk South Apple Valley 923,000
West Valley Corridor Connector Omnitrans 3,500,000
Apple Valley Safe Routes to School Apple Valley 1,095,000
Active Transportation Plan Colton 265,000
Safe Routes to School (Elementary Schools) Ontario 1,164,000
Safe Routes to School Plan Rialto 1,450,000
SANBAG Safe Routes to School Plan SANBAG 400,000
Metrolink Station Accessibility Improvement SANBAG 4,679,000
Safe Routes to School (Elementary Schools) Yucaipa 872,000
Active Transportation Plan Barstow 300,000
SANBAG Points of Interest Plan SANBAG 400,000
Rim of the World Active Transportation Plan SANBAG 285,000
TOTAL $22,786,000

Federal Transit Administration (FTA) Formula Funds — Congress annually appropriates formula funds to
urban areas and to the State for rural areas for providing transit operating and capital assistance as authorized by
MAP-21. The previous transportation act increased nationwide investment in transit 46% over prior acts. MAP-
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21 continues appropriations at essentially current levels adjusted for inflation. Federal formula apportionments to
urban areas (San Bernardino Valley and the Victor Valley) are authorized under Title 49 U.S.C. Section 5307 and
to rural areas under Section 5311. MAP-21 consolidated the Job Access and Reverse Commute Program
(formerly Section 5316) into these two formula programs to provide more funding flexibility while maintaining a
similar overall funding level and eligibility criteria. Section 5307 is estimated to provide approximately $78
million over the three-year term of MAP-21 for projects in the urban areas and Section 5311 is estimated to
provide $4.6 million over the three-year term. The Section 5311 funds are apportioned to the Governor of the
State of California, who then allocates them to the regional transportation planning agencies. Section 5310 funds
are apportioned to states for support of transit services for the elderly and persons with disabilities. MAP-21
consolidated the former New Freedom Program (Section 5317) with this program while maintaining a similar
overall funding level and eligibility criteria. These funds have historically been made available through a
competitive process administered by Caltrans; however, the distribution process under MAP-21 changed this
process to allow the regional transportation planning agencies to administer the calls for projects for the formula
funding apportioned to the urban areas while Caltrans still administers the funding for the rural areas. Grant
awards are made to non-profit and public agencies for capital projects necessary for providing transportation
services to meet the needs of elderly individuals and individuals with disabilities for whom public mass
transportation services are otherwise unavailable, insufficient, or inappropriate. Additionally under MAP-21
Section 5310 allowed funding to be used for operating assistance, which was previously not allowed under prior
acts. SANBAG, acting as the County Transportation Commission, must approve the use of the FTA funds
through approval of each operator’s biennial Short Range Transit Plan as well as insure the approved projects are
included the Federal Transportation Improvement Program (FTIP).

Federal Transit Administration (FTA) Capital Investment Funds — Historically, Congress has annually
appropriated funds for transit capital investment in three broad categories: fixed guide-way modernization, new
starts/small starts (rail and fixed guide-way bus), and bus or bus related equipment. MAP-21 continues these
categories, but provides more funding by formula rather than through discretionary grants. Section 5309, which
was a discretionary program, has been replaced with the larger Section 5337 State of Good Repair Program and
Section 5339 Bus and Bus Facilities Program, which are formula programs. San Bernardino County is expected
to receive $24 million in Section 5337 and $6.6 million in Section 5339 funds over the three-year term of MAP-
21.

STATE FUNDING SOURCES

The widely recognized inadequacy of the State gasoline excise tax to address the State’s transportation needs led
to passage of Proposition 42 in 2002. Proposition 42 dedicated the sales tax on gasoline, in addition to the
gasoline excise tax, to funding of transportation. However, it did not ensure against the repeated borrowing of
these funds by the State to balance the State budget. The passage of Proposition 1A in 2006, provided protection
for Proposition 42 funding by requiring that such loans could occur no more than twice in any ten year period, and
must be fully repaid within three years. However, in March 2010, the Governor signed legislation that eliminated
the statewide sales tax on gasoline and increased the State gasoline excise tax with an inflation adjustment to
maintain revenue neutrality. Given the dramatic drop in gas prices in Fiscal Year 2014/2015, the Board of
Equalization adopted a 6 cent per gallon decrease in the State gasoline excise tax beginning July 1, 2015, in order
to maintain revenue neutrality and collect only what would have been collected under Proposition 42. This
reduction in revenues is expected to result in a fairly dramatic decrease in available funding for local agencies in
Fiscal Year 2015/2016. Statewide advocacy organizations are currently working to develop proposals to mitigate
the impact of the pending drop in funding for local agencies. Among these proposals is the restoration of weight
fees to the State Highway Account, which would allow them to flow back into the State Transportation
Improvement Program, the State Highway Operations and Protection Program and the Highway User Tax
Account. In addition, these organizations also propose the early repayment of previous General Fund loans from
transportation funds. Since 2001, transportation funds have loaned the State’s General Fund $3 billion, of which
$2 billion has been repaid to date.

SANBAG is authorized by statute to prioritize and allocate State funds as follows:
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State Transportation Improvement Program (STIP) — One of the key roles played by SANBAG in funding of
transportation improvements is its involvement in the development of the STIP. The STIP is a five-year program
of transportation projects that is formally updated through the combined efforts of Regional Agencies, Caltrans,
and the California Transportation Commission (CTC) every two years.

In August 2013, the CTC adopted the 2014 STIP Fund Estimate (FE). The FE is a biennial estimate of all
resources available for the State’s transportation infrastructure over the next five year period and establishes the
program funding levels for the STIP and State Highway Operation and Protection Program (SHOPP). The 2014
FE period covers State Fiscal Years 2014/2015 through 2018/2019. The CTC adopted the 2014 STIP in March
2014.

STIP projects typically add capacity to the State’s transportation infrastructure. After funding the 2012 STIP
commitments, the new 2014 STIP programming capacity was $1.2 billion statewide. Programming capacity
represents the total value of projects that can be funded each year, and includes construction, right of way, and
support. Support consists of preliminary engineering, planning, and design. The preliminary 2016 STIP FE,
which covers State Fiscal Year 2016/2017 through 2020/2021, is expected in June 2015. There are concerns it
will be substantially lower than expected as a result of the decrease in the State gasoline excise tax that goes into
effect on July 1, 2015.

Regional Improvement Program (RIP) — By State law, SANBAG is responsible for developing the list of projects
to be funded in the county with RIP funds, which comprise 75% of the STIP funds available statewide. The CTC
approves the program of projects developed by SANBAG. SANBAG is also permitted to allocate up to 5% for
Planning, Programming, and Monitoring Activities. In Fiscal Year 2015/2016, SANBAG will allocate $1.2
million to support staff planning and programming activities, as approved by the Board in the 2014 STIP
programming.

Listed below are projects that are on-going in Fiscal Year 2015/2016 with the total STIP/RIP allocated to the
current phase of work as approved in the Ten-Year Delivery Plan and through other Board actions.

State Transportation Improvement Program (STIP)/Regional Improvement (RIP) Program Projects
Total Allocation to
Project Lead Agency Current Phase
I-15 Phase 2 Widening CALTRANS $23,655,000
US-395 Interim Widening Right of Way SANBAG 5,550,000
I-15 and Ranchero Road Construction SANBAG 7,477,000
I-215 and Barton Road Right of Way SANBAG 17,400,000
I-215 Bi-County HOV Lanes Construction CALTRANS 51,403,000
I-15/1-215 (Devore) Interchange CALTRANS 45,145,000
US-395 Environmental n/o Adelanto to SR-58 CALTRANS 4,000,000
SR-138 Widening w/o 1-15 CALTRANS 16,245,000
TOTAL $170,875,000

Interregional Improvement Program (1IP) — The remaining 25% of STIP funding is programmed by Caltrans and
similarly subject to approval by the Commission. SANBAG works with Caltrans District 8 to develop a list of
projects for consideration. The Commission can fund an IIP project that is nominated by SANBAG rather than
Caltrans but only if the project can be shown to be a more efficient use of resources. There are no IIP projects
scheduled for allocation in Fiscal Year 2015/2016, although work will be on-going on Caltrans’ I-15 Widening
project between Mojave Drive in Victorville and Stoddard Wells Road in Barstow, the State Route 58
Realignment and Widening project near Hinkley, and the State Route 138 Widening project west of 1-15 to Los
Angeles County.

Proposition 1B - The passage of Proposition 1B, the Highway, Safety, Traffic Reduction, Air Quality, and Port
Security Bond Act of 2006, approved by the voters in 2006, authorized $19.925 billion in general obligation bond
proceeds to be available for high-priority transportation corridor improvements, trade infrastructure and port
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security projects, school bus retrofit and replacement purposes, STIP augmentation, transit and passenger rail
improvements, State-local partnership transportation projects, transit security projects, local bridge seismic
retrofit projects, highway-railroad grade separation and crossing improvement projects, State highway safety and
rehabilitation projects, and local street and road improvement, congestion relief, and traffic safety. Most of these
programs are scheduled to have been fully allocated by the CTC by June 2013.

Corridor Mobility Improvement Account (CMIA) — The Proposition 1B CMIA program provides $4.5 billion for
performance improvements on the State highway system, or major access routes to the State highway system on
the local road system that relieve congestion by expanding capacity, enhancing operations, or otherwise
improving travel times within these high-congestion travel corridors. San Bernardino County received $268.7
million in CMIA funding through application by SANBAG or by joint application with Caltrans as follows:

Proposition 1B

Corridor Mobility Improvement Program

Project Allocation
Interstate 10 Westbound Mixed Flow Lanes $14,074,000
State Route 210/Interstate 215 Connectors 29,000,000
Interstate 215 North Segments 1 & 2 49,120,000
Interstate 215 North Segment 5 36,540,000
Interstate 10 Auxiliary Lanes and Ramp Improvements in Fontana 8,880,000
Interstate 15 La Mesa Road-Nisqualli Road Interchange* 16,206,000
Interstate 215 Bi-County HOV Gap Closure & Newport Ave Overcrossing* 18,357,000
Interstate 10 Tippecanoe Avenue Interchange Phase 1* 10,000,000
Interstate 15 Ranchero Road Interchange* 20,785,000
Interstate 15 Duncan Canyon Road Interchange* 12,000,000
Interstate 15/Interstate 215 Devore Interchange (SHOPP fund replacement) 53,743,000
TOTAL $268,705,000

* Projects funded through CMIA savings

Trade Corridors Improvement Fund (TCIF) — Proposition 1B provided $2 billion to the TCIF for infrastructure
improvements along federally designated "Trade Corridors of National Significance™ in this State or along other
corridors within this State that have a high volume of freight movement. San Bernardino County received
$157 million in TCIF funding through application by SANBAG as part of the Los Angeles-Inland Empire
Corridor Southern California Consensus Group as follows: Any savings realized from these projects can be
reallocated to eligible projects that can be ready for construction before June 30, 2016.

Proposition 1B

Trade Corridors Improvement Fund

Project Allocation
Colton Crossing $41,228,000
Interstate 10 Corridor Logistics Access Project (Citrus Interchange Reconstruction) 30,773,000
Interstate 10 Corridor Logistics Access Project (Riverside Interchange) 9,837,000
Glen Helen Pkwy Railroad Grade Separation 7,172,000
South Milliken Avenue Grade Separation at UP Los Angeles 21,846,000
Laurel Grade Avenue Separation 23,582,000
Palm Avenue Grade Separation at BNSF/UP Cajon 3,284,000
Lenwood Road Grade Separation at BNSF Cajon 8,275,000
Interstate 10 Tippecanoe Interchange Phase 2 10,669,000
TOTAL $156,666,000
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State Local Partnership Program (SLPP) — Proposition 1B provided $1 billion to the SLPP for providing matching
funds for transportation projects funded with local transportation sales tax or local transportation fee. There are
two subprograms under SLPP, specifically the formula program and the competitive program. Although both
require CTC’s approval, the programming recommendation for the formula program is the responsibility of the
Regional Transportation Planning Agency such as SANBAG. For the five year period (Fiscal Year 2008/2009 to
Fiscal Year 2012/2013), SANBAG will receive total of $56 million of SLPP formula funds. In January 2011, the
SANBAG Board of Directors approved SLPP allocation policy to distribute SLPP funds on the basis of 50%
population and 50% centerline miles between the Valley and Mountain Desert regions.

Listed below are projects that were funded through the SLPP formula program.

Proposition 1B

State Local Partnership Program Funds (SLPP) — Formula Program

Project Allocation
South Milliken Ave Grade Separation $7,210,000
North Vineyard Ave Grade Separation 19,490,000
Downtown San Bernardino Passenger Rail 10,921,000
Interstate 15 Ranchero Road Interchange 4,550,000
Yucca Loma Corridor 9,712,000
Big Bear Lake Village L Project 1,200,000
Maple Lane 1,302,000
National Park Drive 400,000
State Route 62, Apache Trail to Palm Avenue 723,000
State Route 62, La Honda Way to Dumosa Avenue 778,000
TOTAL $56,286,000

Public Transportation Modernization, Improvement and Service Enhancement Account (PTMISEA) - Proposition
1B will provide $3.6 billion statewide to PTMISEA for formula distribution by the State Controller by
Fiscal Year 2016/2017 using the State Transit Assistance Fund (STAF) distribution formula. SANBAG’s total
share of PTMISEA funding is about $95 million, and the SANBAG Board approved the PTMISEA Expenditure
Plan initially on February 3, 2010, and has approved subsequent amendments. The PTMISEA funds can only be
used for capital projects that meet the requirements of the State General Obligation Bond Law. In Fiscal Year
2009/2010 SANBAG worked with public transit operators to swap carryover STAF to take the place of
PTMISEA funds until the PTMISEA funds become available. Below is the list of allocations approved to date by
the Board.

Proposition 1B

Public Transportation Modernization, Improvement and Service Enhancement Account

Population Allocation

Transit Operator Allocation
City of Barstow $2,653,000
Morongo Basin Transit Authority 3,140,000
Mountain Area Regional Transit Authority 2,565,000
City of Needles 369,000
Omnitrans 35,544,000
City of Rialto 1,500,000
SANBAG 26,643,000
Southern California Regional Road Authority 8,810,000
Victor Valley Transit Authority 14,036,000
TOTAL $95,260,000
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Transit System Safety, Security, and Disaster Response Account (TSSSDRA) — Proposition 1B will provide
$1 billion to the TSSDRA for distribution by the Office of Homeland Security. Sixty percent of the funds are to
be made available under the California Transit Security Grant Program — California Transit Assistance Fund
(CTSGP-CTAF) using the same formula as used for the allocation of STAF, which results in about $1.9 million
annually for San Bernardino County.

Transportation Development Act (TDA) Funds — The Transportation Development Act authorizes two
important revenue sources, the Local Transportation Fund and State Transit Assistance Fund, to support local
transit service and investments, pedestrian and bicycle facilities, and local street improvement projects.

Local Transportation Fund (LTF) — SANBAG, acting as the County Transportation Commission, is responsible
for administering LTF. LTF is derived from one-quarter cent of the sales tax collected within the County of San
Bernardino. The adopted LTF apportionment for Fiscal Year 2015/2016 is $98,090,287. Note that this
apportionment includes prior year revenues in excess of estimates that had not previously been apportioned

As the LTF administering agency, SANBAG anticipates there is sufficient fund balance in Fiscal Year 2015/2016
for its administrative functions, including the fiscal and compliance audits of all recipients of LTF. SANBAG
also receives up to 3% of the LTF for apportionment, or $2,942,709, for planning and programming activities
during the fiscal year. A portion of these funds is allocated to the Southern California Association of
Governments for its planning activities and to the San Bernardino County Auditor/Controller for performance of
administrative functions. The LTF allocations are reported as revenue sources in the Financial Section of this
report and flow through the SANBAG budget. As administrator of the LTF, SANBAG also makes allocations to
the following programs.

Pedestrian and Bicycle Facilities — Under Article 3 of the TDA, 2% of the annual LTF apportionment is
designated to fund pedestrian and bicycle facilities, bicycle safety programs, bicycle trails, bicycle lockers, or
racks and for the development of a comprehensive bicycle and pedestrian facilities plan. SANBAG conducts
biennial “calls for projects” and will have multiple calls for projects in 2015 with a total value of $3.1 million. Of
this $3.1 million, 10% is set aside for maintenance and 20% is set aside for transit access improvements.

Transit and Street Projects — After administration, planning, and pedestrian and bicycle apportionments have been
determined, the balance of the LTF is apportioned by SANBAG in accordance with California Public Utilities
Code Section 99231 to areas/jurisdictions on a per capita basis to support transit and street projects.
In Fiscal Year 2015/2016, 73% of the remaining balances, or $67,125,151, has been apportioned to the San
Bernardino Valley and will be used exclusively for public transportation operations including Omnitrans,
Metrolink, and other rail and bus projects. The remaining 27%, or $25,365,172, is apportioned to the
Mountain/Desert jurisdictions. If a finding is made that all transit needs are being reasonably met, LTF not
expended for transit purposes can be expended for street and road projects.

Local Transportation Fund (LTF)
Fiscal Year 2015/2016

Area Apportionment
County Auditor Administration $34,020
SANBAG Administration -
SANBAG Planning 2,942,709
SCAG Planning 735,677
Avrticle 3 - Pedestrian Bicycle 1,887,558
Valley Transit 67,125,151
Mountain/Desert Transit and Streets 25,365,172
TOTAL $98,090,287
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State Transit Assistance Fund (STAF) — The STAF revenue had historically been derived from a portion of the
sales tax on gasoline and diesel. In addition Proposition 42 approved by the voters of the State requires a portion
of the sales tax on fuel be transferred to STAF. The amount of STAF available in any given year is highly
dependent upon the State Legislature and the State Budget. Over the past several years, the Legislature has
determined not to transfer the amount of sales tax on gasoline and diesel that should have been made available to
the Public Transportation Account and STAF; instead using those revenues to support the General Fund portion
of the State Budget. That was again the case in Fiscal Year 2008/2009. However, as part of the budget
compromise in February 2009, the Legislature further reduced the apportionment of STAF for
Fiscal Year 2008/2009 by half, to $153 million statewide and eliminated funding for the STAF program through
Fiscal Year 2012/2013.

In March 2010, the Governor signed ABx 86 and ABx 89. These bills eliminated the statewide sales tax on
gasoline, increased the excise tax on gasoline by 17.3 cents and increased the sales tax on diesel fuel by 1.75%.
From this act, $400 million was appropriated to transit operators to help them fund operations in
Fiscal Year 2009/2010 and Fiscal Year 2010/2011. Since the adoption of the gas tax swap, STAF funding has
started to stabilize. The revenue estimate provided to SANBAG by the State Controller’s Office for
Fiscal Year 2015/2016 is $12,974,883. Of this, $10,547,949 is distributed to the Valley and Mountain/Desert
areas on a population basis and $2,426,934 is apportioned by the State to individual operators based on qualifying
revenues.

Low Carbon Transit Operations Program (LCTOP) — The LCTOP is a new source of funding to be
administered by SANBAG and one of several programs that are part of the Transit, Affordable Housing, and
Sustainable Communities Program established by the California Legislature in 2014 by Senate Bill 862.
The LCTOP was created to provide transit operating and capital assistance to eligible project sponsors in an effort
to reduce greenhouse gas emissions and improve mobility, with a priority on serving disadvantaged communities.
This program is funded by auction proceeds from the California Air Resources Board (CARB) Cap-and-Trade
Program where proceeds are deposited into the Greenhouse Gas Reduction Fund (GGRF). The LCTOP has
received $25 million in Fiscal Year 2014/2015 and 5 percent of the annual proceeds deposited in the GGRF will
be continuously appropriated annually beginning in Fiscal Year 2015/2016. The revenue estimate provided to
SANBAG by the State Controller’s Office for Fiscal Year 2015/2016 is $679,599. These funds are distributed to
the Valley and Mountain/Desert areas on a population basis with $493,234 available to the Valley in Fiscal Year
2015/2016 and $186,365 available to the Mountain/Desert.
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GANN Appropriations Limit

In November 1979, the voters of the State approved Proposition 4, commonly known as the Gann Initiative. The
Proposition created Article XIIIB of the State Constitution, placing limits on the amount of revenue that can be
spent by public agencies from the “proceeds of taxes.”

In 1980, the State Legislature added Section 7910 to the Government Code, providing that the governing body of
each local jurisdiction must establish, by resolution, an appropriations limit for the following year. The
appropriations limit for any fiscal year is equal to the previous year’s limit adjusted for population changes and
changes in the California per capita income.

SANBAG is subject to the requirements of Article XIIB. Gann appropriations limits are calculated for and applied
to SANBAG. In accordance with the requirements of Article XI1I1B implementing legislation, the Board approved
Resolution No. 16-002 on July 1, 2015, establishing appropriation for San Bernardino County Transportation
Authority at $1,058,594,424.

The calculation for the Fiscal Year 2015/2016 appropriations limit is as follows:

Fiscal Year 2014/2015 Appropriations Limit $1,008,653,950

Fiscal Year 2015/2016 adjustment:

Change in California per capita personal income = 3.82%

Change in Population, San Bernardino County = 1.09%

Per Capita Cost of Living converted to a ratio:

3.82 +100 = 1.0382
100

Population converted to a ratio:

1.09 +100 = 1.0109
100

Calculation of factor for Fiscal Year 2015/2016: 1.0382 x 1.0109 = 1.049512
$1,008,653,950 x 1.049512 = $1,058,594,424

Fiscal Year 2015/2016 Appropriations Limit $1,058,594,424

Source: California per capita income - California Department of Finance
Population, San Bernardino County - California Department of Finance
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Looking at the San Bernardino Skyline between the domes of the Santa Fe Depot.
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Budget Process

Budget Process Summary

SANBAG accounts for its funds using governmental accounting standards. Governmental funds use the modified
accrual basis of accounting. Revenues are considered to be available when they are collected within the current
period or soon enough thereafter to pay liability of the current period. SANBAG considers revenues to be
available if they are collected within 180 days of the end of the current fiscal period. Expenditures are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences, are recorded only when payment is due.

SANBAG presents budget information for the General Fund, Special Revenue Funds and Capital Projects Funds.
No separate budget is presented for the Internal Service Fund which accounts for the costs related to the upkeep of
the present facility. Those costs are included in the Indirect Cost Allocation pg. 219. The Debt Service fund is a
non-budgeted fund as the resources for payment of the debt are budgeted in Special Revenue Funds. Information
on debt financing in included on Debt summary pg. 21.

Additional information on funding sources is provided in the Revenue Overview pg. 34.

The budget contains projections, program overviews; and the task level detail within each program. Each program
overview provides a description, goals and objectives to be accomplished in the forthcoming fiscal year, and
performance/workload indicators. Each task provides purpose, accomplishments and other related detail
information. The budget document is intended to provide an understanding of the programs for which SANBAG
is responsible. This strategy results in a budget document that is useful and meaningful as a benchmark against
which to evaluate SANBAG’s accomplishments or challenges, and to assess performance with fiscal
accountability.

Review of Short Term Direction

The budget process begins with a review of the direction the Board of Directors provides relating to short-term
and long-term goals and objectives. Workshops are scheduled periodically to assist the policy makers in
evaluating and determining where SANBAG plans to be and what it desires to accomplish. This information is
used to assess actual results for the current fiscal year and to discuss changes in strategy for the ensuing fiscal
year.

Assessment of Needs

Simultaneous with the review of short-term direction, staff evaluates which tasks need to be accomplished, taking
into consideration both long-term and short-term Board direction. Tasks identified in long-term strategic plans
have priority for the associated revenues. New tasks or old tasks are added or deleted based on direction from the
Board of Directors.

Evaluation of Resources

The second phase of the budget process begins in January and involves an analysis of funding sources.
Identification of available resources occurs during the fiscal year, but estimates for the coming year are forecast
during the budget development process. Areas of focus include what funds are to be carried over from the current
fiscal year, new revenue sources, and growth rates for continuing revenues. As part of the long-term strategic
process, bonds may be issued.

Development and Review

The SANBAG bylaws set the fiscal year as beginning July 1 and ending June 30. The budget process is structured
to provide for the maximum level of input from SANBAG policy committees and the general public. The
SANBAG policy committees are composed of members of the SANBAG Board of Directors and serve as the
initial review body of budgeted tasks. Each budgeted task is reviewed by at least one of the SANBAG policy
committees: General Policy Committee; Commuter Rail and Transit Committee; Mountain/Desert Committee;
and the Board of Directors Metro Valley Study Sessions.

Each policy committee reviews the tasks that relate to functional areas of committee oversight. Committees may
also request a full budget briefing. A notice of public hearing is published, and there is at least one public hearing
relative to the adoption of the budget. Additionally, a Board workshop is held to provide a better understanding
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of the proposed budget. Staff develops the budget based on the long-term strategic direction of SANBAG’s
Board of Directors. Ongoing reviews of the budget allow for timely responsiveness to any significant political,
legislative, or economic developments that may occur.

Budget Adoption

The budget is presented to the SANBAG Board of Directors at its June meeting for adoption. Although
SANBAG bylaws envisioned adoption by May of each year, it is the practice to adopt the annual budget by fiscal
year end.

Budget Roles and Responsibilities

Upon adoption of the fiscal year budget, staff is charged with the on-going responsibility of monitoring actual
revenues and expenditures. As deviations to the budget occur, staff revises assumptions and/or requests budget
amendments as necessary. Reports are presented to the Board of Directors to communicate compliance with
fiscal authority.

Budget involvement includes key SANBAG staff members. Finance staff prepares revenue projections, the
indirect budget, and completes set up of SANBAG’s budget system for the new fiscal year. Task managers
develop detailed line item budget and submit them to the Chief Financial Officer by the last day of February.
Finance staff then compiles the draft budget documents and presents the information to SANBAG’s management
staff for review. The Executive Director reviews the entire budget for overall consistency with both the short and
long-term strategic direction of the Board of Directors, the appropriateness of funding sources for the identified
tasks, and any recommended staffing changes. Finance staff assists in the review and preparation of documents
and submits them to the Executive Director, the Chief Financial Officer and the Chief of Fiscal Resources for
review.

Budget Amendments
When it becomes necessary to modify the adopted budget, the amendment procedure depends on the type of
change that is needed.

1. Administrative Budget Amendments

There are three types of administrative budget amendments that do not result in an increase to the overall
program budgets. The first two require approval of the program/task manager and Chief Financial Officer.
The third requires approval of the Executive Director. The three types include:

i Transfers from one line item to another within a task budget within the same fund, or changes
between tasks within the same program and fund.

ii. Reallocation of budgeted salary costs and revenues from one program to another within the same
fund.

iii. Substitution of one approved funding source/grant for another approved funding source/grant
within a program, not to exceed $1 million, may be approved by the Executive Director.

2. Board Approved Amendments

A Board approved budget amendment brings about a change in the total expenditures or revenue source
for a program. Examples of these changes include, but are not limited to, the following:

i The acceptance of additional grant monies.

ii. The inclusion of expenditures that are projected to exceed budgeted amounts within the fund.

iii. The re-appropriation of monies/expenditures (excluding SANBAG staff salary costs) from one
program or fund to another.

These changes require budget authorization and a formal agenda item to be reviewed by the appropriate
policy committee and forwarded to the Board of Directors for final approval. If the budget amendment is
time sensitive, the authorization request may be submitted to the Board of Directors without policy
committee review. The agenda items requesting budget amendments will define the expected funding
source and will adhere to the balanced budget requirements. All budget amendments are documented by
the Finance Department and are tracked in SANBAG’s computerized financial system.

SANBAG Budget Fiscal Year 2015/2016



Financial Overview

The following narrative provides definition of the factors instrumental in developing the foundation for
SANBAG’s Fiscal Year 2015/2016 Budget.

Financial Policies
SANBAG’s financial policies, compiled below, set the basic framework for the overall fiscal management of the
organization. Operating independently of changing circumstances and conditions, these policies assist the

decision-making process of the SANBAG Board of Directors and administration.

Most of the policies represent long-standing principles and practices that have guided SANBAG in the past and
have helped maintain financial stability. They are reviewed annually through the auditing process.

Operating Budget Policies

The Board of Directors approves a fiscal year budget containing new revenues and expenditures. The budget
amounts for Fiscal Year 2015/2016 include prior year Board approved appropriations to be expended in
Fiscal Year 2014/2015.

1. SANBAG utilizes a decentralized operating budget process, whereby all task managers participate.

2. The budget is balanced with total anticipated revenues plus beginning undesignated/unreserved fund
balances and available revenue bond proceeds.

3. SANBAG utilizes encumbrance accounting related to purchase orders as an element of control in the
formal budgetary integration.

4. No new or expanded contracts will be authorized without implementing adjustments of expenses or
revenues at the same time.

5. Costs of administration will be budgeted at whatever is reasonable and necessary, but no more than one
percent of Measure | transactions and use tax revenues will be used for salary and benefit expenditures for
administration.

6. Contracts will be budgeted by fiscal year for multi-year projects based on best estimates with the
understanding that to the extent actual expenditures vary from estimates, and the project is ongoing,
adjustments will be made in the mid-year budget process.

Revenue Policies

1. SANBAG establishes general assessment dues amounts for all member jurisdictions based on population
and net assessed property value. The total dues assessment amount is set at $104,946 for
Fiscal Year 2015/2016 budget. This was approved by the General Policy Committee on December 10,
2014 and by the Board on January 7, 2015.

2. SANBAG will aggressively seek additional federal, state and local funding/grants.

3. Sales tax revenue projections will be monitored and reviewed to ensure use of current and relevant data.
Annual amounts may be adjusted by staff to reflect the most current economic trends.

SANBAG Budget Fiscal Year 2015/2016
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Cash Management Policies

1. SANBAG deposits all funds in a timely manner and at an average minimum no less than once a week.

2. Measure | funds are electronically transferred to SANBAG’s account with the Trustee, to reduce any
delays in depositing the funds. When possible, additional sources of revenue will also be electronically
transferred.

3. Cash disbursements to local jurisdictions and vendors/consultants will be done in an expeditious and
timely manner.

4. Idle funds will be invested in accordance with SANBAG’s established investment policy emphasizing in
order of priority — safety, liquidity, diversification, and a reasonable market ratio of return.

Debt Policies

1. SANBAG will judiciously issue bonds for capital improvements after careful study and analysis of
revenue and expenditure projections and accumulated debt burden.

2. All bond or note issues will be in accordance with the strategic plan and ten year delivery plan approved
by the Board of Directors.

3. SANBAG will publish and distribute an official statement for each bond issue.

4, SANBAG will meet all disclosure requirements.

5. SANBAG will maintain at a minimum, 2.0 debt coverage ratio on all senior lien debt.

Investment Policies

1.

3.

SANBAG will instruct financial institutions to make investments in accordance with the original
indenture and investment policy.

SANBAG has engaged the services of an investment advisor who will continue to provide on-going
advice on portfolio performance, advice on current investment strategies, cash management, and cash
flow projections.

SANBAG will present a monthly investment status report to the Board of Directors.

Auditing Policies

1.

An independent audit, by a recognized Certified Public Accountant (CPA) firm, will be performed
annually.

SANBAG shall produce annual financial statements in accordance with Generally Accepted Accounting
Principles (GAAP) as outlined by the Governmental Accounting Standards Board.

Completeness and reliability of the information contained in the financial statements is based upon a
comprehensive framework of internal controls that is established for this purpose.
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Debt Summary
Debt Financing

SANBAG’s debt program exists to support Measure | project completion. Within Measure |, debt has been issued
to finance rail projects and capital projects rather than other planning and programming activities. SANBAG’s
authority to use debt was embodied within the new Measure 1 2010-2040 Ordinance No. 04-01.

SANBAG has adopted a strategic plan for the Measure | 2010-2040 freeway, interchange and other major projects
of the Measure | Program. The related Measure | Ten-Year Delivery Plan and cash flow plan receives continuing
policy review. Additional oversight is provided by staff and SANBAG’s financial advisor that includes analysis
of revenues. SANBAG'’s investment advisor also provides direction for investment of bond proceeds as it relates
to safety, liquidity, diversification, and a reasonable market ratio of return. Acceleration of the major project
delivery program and the scheduled advanced construction of various highways and interchanges cannot be
completely offset by current revenues.

In March 2012, SANBAG issued $91.88 million of sales tax revenue bonds to defease the 2009A sales tax
revenue note and provide financing for various grade separations and interchange projects. SANBAG issued
$110.135 million of sales tax revenue bonds in March 2014 for various interchange, grade separation, and transit
and rail projects. The following is the outstanding balances for the 2012A and 2014A sales tax revenue bonds:

Debt Service Schedule

Year Principal Interest Total
2016 1,990,000 9,222,051 11,212,051
2017 2,845,000 9,122,550 11,967,550
2018 3,365,000 9,016,300 12,381,300
2019 3,860,000 8,893,650 12,753,650
2020 4,150,000 8,739,251 12,889,251
2021-2025 25,870,000 40,639,303 66,509,303
2026-2030 36,895,000 33,340,753 70,235,753
2031-2035 51,585,000 22,818,803 74,403,803
2036-2040 69,545,000 9,513,321 79,058,321
200,105,000 151,305,982 351,410,982

Debt Capacity Analysis

SANBAG issues senior debt with minimum of 2 times coverage.

The primary objective in debt management is to keep the level of indebtedness within available resources.
Measure | is a fluctuating revenue stream. However, budgeted expenditures are based on a conservative
anticipated revenue growth rate and available bonding capacity. Actual receipts for the current fiscal year are
below the projected amounts. Currently, SANBAG’s debt is limited to the 2012A and 2014A sales tax revenue
bond. Should SANBAG determine the need to issue a new bond, the coverage would be reviewed to insure that it
would not be less than 2.0 for all senior debt, per policy, and that it meets the agency requirements in terms of
safety, liquidity, diversification, and a reasonable market ratio of return.

SANBAG Budget Fiscal Year 2015/2016
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Cash Flow Borrowing

The Measure 1 2010-2040 program provides for short-term cash flow borrowing for various projects on a year to
year basis. This reduces short-term financing and issuance costs to SANBAG. Advances from one Measure |
program can be made to another program on a need basis. Repayment of the advances is from future program
revenues or bond issuance. The dollar amount of the advances is determined during the budget preparation
process.

There is no proposed short-term cash flow borrowing in the Fiscal Year 2015/2016 budget.
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Staffing Overview

This section of the SANBAG budget provides information relative to human resource requirements for Fiscal
Year 2015/2016. SANBAG is a very small organization relative to its budget. Relying on a small staff to carry
out SANBAG’s varied work program makes the recruitment and retention of quality employees critical. This
budget provides funding for a total of 54.5 regular employees and two student interns (Table of Regular Positions
pg. 26). This is an increase of two regular positions from the prior year.

Staff Organization Structure

SANBAG has seven senior management staff leading small units of employees to carry out an array of programs
under the general direction of the SANBAG Executive Director. In addition, SANBAG’s General Counsel
provides legal guidance, review and advice to the Board of Directors and the staff. The very nature of
SANBAG’s tasks requires that the senior management staff work independently and that they frequently engage
in project development and implementation activities at the regional and statewide level.

SANBAG has built a team of senior management staff who work in a highly collaborative manner to address
SANBAG management and policy issues. The senior management staff is accountable for objectives established
annually within the SANBAG budget. A graphic representation of the staff organization structure is depicted in
the SANBAG Organization Chart pg. 23.

Staffing

The SANBAG workforce proposed in this budget is composed of the Executive Director, General Counsel, seven
senior management positions, thirty-two professional/administrative positions, and thirteen and one half support
positions. This staffing level includes one additional position for Finance and one additional position for Transit
and Passenger Rail.

The additional position for Finance is for an Accounting Assistant to focus on accounts receivable to assist
SANBAG in complying with all federal and state guidelines. This new position replaces a temporary position.

The additional position for Transit and Passenger Rail is for a Management Analyst Il to assist with
implementation of a new vanpool program. This position was approved by the Board of Directors in November
2014.

In addition, two student intern positions will continue to assist the Fund Administration and Programming
Department and other Departments as needed.

Contractors - SANBAG also makes substantial use of contractors to provide numerous services critical to
attaining the goals of the organization. These contractors fall into two distinct categories:

Supplemental Expertise Contractors. SANBAG retains a number of professional services contractors
who provide on-going support in specific areas of expertise. Current contractors in this category have
particular expertise in the areas of legal services, project management, social service oriented
transportation, computer network administration, financial and investment management. Each holds
unique qualifications in specialized areas of expertise relative to SANBAG programs. These contractors
render on-going advice and assistance in their specialized field and provide critical support to the on-
going programmatic functions performed at SANBAG.

Project Specific Contractors. A number of consultants are retained to perform specific, identifiable
projects. These contractors are retained to perform specific tasks within specified time frames. Under
these contracts, consultants perform such work as traffic and facility studies, environmental review,
transportation planning studies, and project engineering and design work. The use of these contractors
provides for a fluctuating work force, based upon the agency requirements, and is of particular
importance to the major freeway construction projects which are the largest component of the SANBAG
Measure | transactions and use tax program.
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Utilization of professional services contractors is an integral part of the management strategy and an essential
component of the agency resources required to meet organizational goals. It is a strategy which has dividends
both organizationally and fiscally to meet the changing human resources demands of the organization.

Salaries and Benefits

The Salaries and Benefits Schedule pg. 28 contained in this budget illustrates the total estimated costs for
salaries and benefits during the Fiscal Year 2015/2016 budget, as estimated in May 2015. The total salary and
benefit cost in the adopted budget is $8,655,746 which represents 1.7% of the total budgeted new expenditures.
This budget includes authority for the Executive Director to authorize up to a 5% adjustment to salary to
employees based on their annual performance evaluation. There is no cost of living adjustment proposed in this
budget.

This budget also includes the shifting of a portion of pension costs from SANBAG to its employees. Currently
SANBAG’s Tier 1 employees (those beginning service before January 1, 2013) don’t pay anything towards their
pension benefits. This budget proposes that each Tier 1 employee begin paying 7.2% of their pensionable
compensation towards their pension costs. This will be offset in the budget by a one-time salary adjustment equal
to 7.2% of pensionable compensation for Tier 1 employees. Because this salary adjustment will be offset by
reduced pension costs for SANBAG, this has no net impact on the proposed budget.

Staff Utilization

SANBAG budgets costs related to regular and temporary employees by allocation of their total hours to
specific tasks. The pie chart entitled Hourly Staff Utilization by Program pg. 30 provides a visual display of
human resources distributed by program. Also provided in this chapter is a table entitled Staff Utilization Report
that depicts hours allocated by senior management, administrative/professional, and support employees to each
task in the budget.

The Staff Utilization Report pg. 29 displays the distribution of resources among the various SANBAG tasks and
programs, reflecting the amount of management and support staff hours necessary to perform tasks contained in
the budget. Each full-time employee is budgeted for a total of 2,080 hours annually. In addition to hours worked,
this total includes vacation, holiday, administrative, and sick leave. The hours worked by each employee are
assigned directly to tasks approved in the annual budget, normally based on 1,850 hours worked.

For development of the annual budget, SANBAG employees allocate their total work hours among tasks based on
their estimation of time necessary to accomplish work elements in the identified tasks. However, as work is
performed throughout the year, hours are charged in accordance with actual time spent. As might be expected,
the actual hours to accomplish tasks may vary from the original estimates included in the budget. SANBAG staff
is authorized to reallocate budgeted salary costs from one program to another administratively as such
adjustments may become necessary. This authority provides for accurate recordation of costs associated with
budgeted tasks and provides important base information for future budgeting estimates.

SANBAG Budget Fiscal Year 2015/2016
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Table of Regular Positions
Fiscal Year 2015/2016

Support Group

FY 12/13

FY 13/14

FY 14/15

FY 15/16

Accountant

15

1.5

1.5

5

Accounting Assistant

Accounting Assistant, Senior

Administrative Assistant

Administrative Assistant, Senior

Deputy Clerk of the Board

Legal Assistant

Office Assistant

Receptionist

Transportation Programming Technician

Total Support Group
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Administrative/Professional Group

Accounting Manager

Air Quality/Mobility Specialist*

Chief of Alternative Project Financing

Chief of Air Quality & Mobility Programs

Chief of Fiscal Resources

Chief of Fund Administration & Programming

Chief of Legislative and Public Affairs

Chief of Planning

Chief of Transit and Rail Programs

Clerk of the Board/Administrative Supervisor

Construction Manager

GIS Administrator

GIS Analyst

Human Resources/Information Services Administrator

Legislative Analyst*

Management Services Analyst

Management Services Specialist*

Management Analyst |

Management Analyst 11

Management Analyst 111

Procurement Analyst

Procurement Manager

Project Delivery Manager

Programming/Project Controls Manager

Public Information Analyst*

Public Information Officer

Senior Planner

Senior Accountant

Transit Analyst*

Transit Specialist*

Transportation Planning Analyst*

Transportation Programming Analyst*

Transportation Programming Analyst, Senior*

Transportation Planning Specialist*
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Senior Management Group
Chief Financial Officer 1 1 1 1
Director of Fund Administration & Programming 1 1 1 1
Director of Legislative and Public Affairs 1 1 1 1
Director of Management Services 1 1 1 1
Director of Planning 1 1 1 1
Director of Project Delivery 1 1 1 1
Director of Transit & Rail Programs 1 1 1 1
Executive Director 1 1 1 1
General Counsel 1 1 1 1
Total Senior Management Group 9 9 9 9
TOTAL REGULAR POSITIONS 49.5 50.5 52.5 54.5

* In December 2014, the Board approved renaming a broad category of specialists and analysts throughout the
organization into one series of Management Analysts I, 11, or IlI.
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Revenue Overview

The revenue for Fiscal Year 2015/2016 is projected at $420,603,094. Detail of Anticipated revenues is presented
in this section of the budget on a table entitled Estimated Revenue Detail pg. 37.

SANBAG maintains a General Fund which includes general assessment dues, Measure | Valley and Mountain
Desert administration; Local Transportation Fund-administration, planning, Article 3 and rail; State Transit
Assistance Fund-rail; rail assets; property assessed clean energy; greenhouse gas; joint solar power; local/other;
Amtrak; and congestion management.

Special Revenue Funds maintained by SANBAG include federal and state grants; Local Transportation Fund and
State Transit Assistance Fund pass through; and Measure | programs. The majority of the revenue received by
SANBAG is classified as special revenue.

Capital Projects Funds identified in the budget include local projects reimbursements and bond funds.

Treatment of the revenue and expenditures is detailed in the budget and summarized on the Budget Summary pg.
31 schedule.

Measure | Sales Tax

In November 2004, San Bernardino County voters approved an extension of Measure | authorizing the San
Bernardino County Transportation Authority to impose half-cent retail transactions and use tax applicable in the
incorporated and unincorporated territory of the County of San Bernardino for a period of thirty years. SANBAG,
acting as the Authority, is authorized to administer the programs as described in the Measure.

Measure | identifies six separate subareas of the county for the purpose of revenue allocation: Colorado River,
Morongo Basin, Mountain, North Desert, Victor Valley, and San Bernardino Valley. The San Bernardino Valley
Subarea includes not only allocations for local jurisdictions, but also allocations for Freeway Projects, Freeway
Interchange Projects, Major Street Projects, Metrolink/Rail, Express Bus/Bus Rapid Transit, Senior and Disabled
Transit, and Traffic Management. The Mountain/Desert Subareas include allocations for Major Local Highways,
Local Streets, Senior and Disabled Transit, and Traffic Management. Three percent of the revenue generated in
the San Bernardino Valley and the Victor Valley subarea will be reserved in advance of other allocations
specified in the plan for funding of the Interstate 15 (I-15)/Interstate 215 (1-215) Interchange in Devore Road, 1-15
widening through Cajon Pass, and truck lane development. Revenue generated in each subarea is returned to that
subarea for projects identified in expenditure plans. Revenue from the tax can only be used for transportation
improvement and traffic management programs as authorized in the Measure and the Expenditure Plan as set forth
in Ordinance No. 04-01.

Proper planning calls for continual assessment of the status of projects managed by SANBAG. Revenues
determine what can be completed and when. SANBAG has made it a practice to regularly update its revenue
projections. SANBAG engages the services of an investment advisor and a financial advisor. Additionally,
SANBAG has prepared an economic forecast of annual taxable retail sales for the county, through the year 2040,
to assist SANBAG in the forecasting of its future funding and bonding needs. Measure | collections are estimated
to be $149 million for Fiscal Year 2015/2016 in comparison to $142 million for Fiscal Year 2014/2015.

SANBAG has chosen to remain conservative in the budgeting of Measure | Funds/Revenue. This strategy should
provide a hedge against the current fluctuations in the transactions and use tax. Projects could be delayed to
offset any projected deficits, but this usually is not in the best interest of the agency. Delays in construction and
purchase of right of way can be costly. SANBAG continuously searches for additional funding sources to
supplement the program. Staff has successfully reduced overall costs of the program by monitoring the status of
the projects closely. Additionally, Measure | revenue is eligible to be pledged against bond proceeds.
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Local Transportation Fund Sales Tax

The Transportation Development Act (TDA) authorizes the creation of a Local Transportation Fund (LTF) in
each county for the transportation purposes specified in the “Mills-Alquist Deddeh Act,” also known as the
Transportation Development Act, Public Utilities Code Section 99200. Revenues to the Local Transportation
Funds are derived from the quarter cent of the retail sales tax collected countywide. The current rate is
8.75%. The quarter cent is returned by the State Board of Equalization to each county according to the amount of
tax collected in that county. There is a three-step process for disbursement of these funds: 1) apportionment, 2)
allocation, and 3) disbursement. One step does not always imply or require the next. Annually, SANBAG, acting
as the Transportation Planning Agency, determines each area’s apportionment of the anticipated local
transportation funds. Once funds are apportioned to a given area, they are typically available only for allocation
to claimants in that area.

Allocation is the discretionary action by SANBAG that designates funds to a specific claimant for a specific
purpose. Disbursement is authorized by allocation instructions issued by SANBAG, which may call for payment
in a lump sum, installments, or as funds become available. After determining amounts allocated for planning and
administrative purposes, funds are allocated for pedestrian/bicycle projects, support of transit operation and
capital projects and in the mountain/desert region for street and road improvements. In addition to the role of
administrator for LTF, SANBAG is a recipient of local transportation funds for fund administration, planning,
Acrticle 3 bicycle and pedestrian, and commuter rail programs. LTF funds include $2,942,709 for planning, and
$25,292,864 for commuter rail which includes prior year allocations. Administration will use prior revenue
carryovers. Refer to program budgets General Government, pg. 43, Environment and Energy Conservation pg.
71, Commuter and Motorist Assistance, pg. 79, Regional and Subregional Planning pg. 91, Transit &
Passenger Rail pg. 107, and Fund Administration & Programming pg. 201, for details. Columns on the Budget
Summary pg. 31 schedule define the expenditures that will be supported by this funding. The LTF sales tax
revenue for Fiscal Year 2015/2016 is estimated to be $88 million. This represents an $8.1 million increase from
the previous fiscal year budget. LTF apportionments will be revised up or down depending on the actual
collections.

State Transit Assistance Fund

The TDA provides for a second source of revenue; the State Transit Assistance Fund (STAF). These revenues are
derived from a portion of the sales tax applied to the purchase of gasoline and diesel and are appropriated
annually by the State Legislature. In prior years, STAF revenue was allocated by the State Controller pursuant to
a formula that considers County population and the ratio of passenger fares and local support of each eligible
transit operator in the County to the State total population and total fares and local support for all eligible transit
operators in the State. The amount of STAF available in any given year is highly dependent upon the State
Legislature and the State Budget. STAF estimated revenues for Fiscal Year 2015/2016 are estimated to be
$12.9 million which includes prior year allocations. Refer to program budget Transit & Passenger Rail pg. 107
for details. Columns on the Budget Summary pg. 31 schedule define the expenditures that will be supported by
this funding.

SAFE-Vehicle Registration Fees

In accordance with Section 2550-2557 of the California Streets and Highways Code, the County of San
Bernardino and a majority of the cities representing a majority of the population within the incorporated territory
approved the formation of a Service Authority for Freeway Emergencies (SAFE) and designated SANBAG as
that agency in 1986. Under the auspices of SAFE, SANBAG administers a program that currently provides
approximately 1,244 call boxes on State freeways and highways within San Bernardino County. Approximately
9,500 calls are placed from call boxes throughout the county each year. Spacing between individual call boxes
ranges from one quarter mile intervals in high volume traffic areas to two mile intervals in more remote locations.
The vehicle registration fees support the related expenditures of the cellular service for the call boxes program and
its related operating and capital expenses. Refer to the program budget for Commuter and Motorist Assistance
Program pg. 79 for details.
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Local Revenues

General Assessment Dues - SANBAG annually collects from its member jurisdictions as authorized in the joint
powers agreement, that are intended to fund SANBAG activities related to issues of mutual concern to the general
membership. Dues are levied by a formula whereby one-half of the assessment is based on population and the
other one-half is based on the assessed valuation of each member jurisdiction. The total amount of the general
dues assessment is $104,946 and is utilized to support intergovernmental relations. General Assessment Dues
estimated fund balance at June 30, 2016 is $313,099 for new initiatives. Detail for the estimated dues is presented
on a table entitled SANBAG General Assessment Dues Estimated Calculation pg. 39 in the Financial Overview

pg. 19.

Local Reimbursements — Several agencies have participated in programs administered by SANBAG and have
entered into agreements to reimburse SANBAG for those activities and services that fall within the respective
jurisdictions. Types of reimbursements that are included in this classification are those related to congestion
management, and the freeway interchange construction projects. These anticipated reimbursements will fund the
proposed corresponding activities.

Federal and State Revenues

In accordance with SANBAG’s revenue policy to aggressively obtain grants, the following grants are included in
the Fiscal Year 2015/2016 budget: Surface Transportation Program; Congestion Mitigation and Air Quality;
Transportation Enhancement Activities; Project National and Regional Significance; Demonstration High Priority
Program; Interstate Maintenance Discretionary; Federal Active Transportation Program; Federal Transit
Administration, Section 5307 and 5309; Regional Improvement Program; Low Carbon Transit Operations
Program; Planning, Programming, and Monitoring; State Active Transportation Program; Corridor Mobility
Improvement Account; Trade Corridor Improvement Fund; State Local Partnership Program; Public
Transportation Modernization, Improvement and Service Enhancement Account; California Department of
Transportation Local Reimbursement and Transit System Safety Security Disaster Recovery. The amounts of
federal and state revenue and the tasks that they will fund are represented in the column labeled “Grants” on the
table entitled Budget Summary pg. 31 contained in the Program Overview pg. 40 of this budget. The SANBAG
Board has authorized the use of Measure | funds to fund costs of programs and projects expected to be reimbursed
to SANBAG under an approved funding agreement. These grants are project specific; if funding is not received,
these individual projects are postponed until alternative funding can be found. Additional information on various
Federal and State revenues can be found in State and Federal Transportation Fund Responsibilities pgs.6-14.
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Measure | Sales Tax
Administration
Cajon Pass
Valley:
Freeway
Interchange
Major Street
Metrolink/Rail
Express Bus/Bus Rapid Transit
Senior/Disabled Transit
Traffic Management
Local Distribution
Mountain/Desert:
Major Local Highway
Senior/Disabled Transit
Traffic Management
Local Distribution
Total Measure | Sales Tax

Local Transportation Fund
Administration
Planning
Rail
Pass-Through
Total Local Transportation Fund

State Transit Assistance Fund
Rail
Pass-Through
Total State Transit Assistance Fund Fund

Other Grants and Revenue
Congestion Mitigation and Air Quality
Federal Demonstration Funds
Federal Transit Administration
Traffic Congestion Relief Program
Public Trans Modern, Improve & Svc Enhance Acct
Transportation Enhancement Activities
Interstate Maintenance Discretionary
American Recovery and Reinvestment Act
Regional Improvement Program
Trade Corridor Improvement Fund
Transit System Safety Sec Disaster Recovery Program
Surface Transportation Program
State Local Partnership Program
Project National & Regional Significance
Planning, Programming and Monitoring
SAFE Vehicle Registration Fees
Freeway Service Patrol/State
Public Utilities Commission
Rail Asset
Local Funds/Reimbursements
Sales Tax Revenue Bond Proceeds
Other Revenue

Total Other Grants and Reven