RESOLUTION NO. 2019-80

ADOPTING THE TAX BUDGET OF THE GREATER CLEVELAND REGIONAL
TRANSIT AUTHORITY FOR THE FISCAL YEAR BEGINNING JANUARY 1,
2020 AND SUBMITTING THE SAME TO THE CUYAHOGA COUNTY FISCAL
OFFICER

WHEREAS, a Tax Budget for the Greater Cleveland Regional Transit Authority
(*Authority”) for the fiscal year beginning January 1, 2020, has been prepared for the purpose of
providing an estimate of revenues to be received for such fiscal year, including all taxes, user fees,
and other types of revenues, as well as estimates of all expenditures and outlays for such fiscal
year to be paid or met from the said revenue, all in conformance with sound financial practices; and

WHEREAS, said Tax Budget has been made conveniently available for public inspection
for at least ten (10) days by having at least two (2) copies thereof on file in the Authority’s Office of
Management and Budget; and

WHEREAS, the Board of Trustees has held a public hearing on July 16, 2019 on said
budget, of which public notice was given by publication in the Plain Dealer on July 2, 2019.

NOW, THEREFORE, BE IT RESOLVED by the Board of Trustees of the Greater
Cleveland Regional Transit Authority, Cuyahoga County, Ohio:

Section 1. That the Tax Budget of the Greater Cleveland Regional Transit Authority for
the fiscal year beginning January 1, 2020, heretofore prepared and submitted to this Board of
Trustees, copies of which are on file in the Office of Management and Budget, with any revisions to
said tentative budget incorporated therein, is hereby adopted as the official Tax Budget of said
Authority for the fiscal year beginning January 1, 2020.

Section 2. That the Director of the Office of Management and Budget is hereby authorized
and directed to transmit to the Cuyahoga County Fiscal Officer a certified copy of said budget and a
copy of this resolution.

Section 3. That this resolution shall become effective immediately upon its adoption.

Attachments: 2020 Tax Budget Transmittal Letter and Fund Statements.

Adopted: July 16, 2019 @«@ %-—/
President 4 ~
Attest: M x/,ﬂ/ '0‘

Inerim CEO, General Manager/Secretary-Treasurer
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PURPOSE/SCOPE: This action will allow the Authority to adopt the Tax Budget of the GCRTA for
the fiscal year beginning January 1, 2020 and submit the same to the Cuyahoga County Fiscal
Officer.

DESCRIPTION/JUSTIFICATION: This action is taken as a matter of recommended policy for
reasons cited below in part 8.0.

PROCUREMENT BACKGROUND: Does not apply.
DBE/AFFIRMATIVE ACTION BACKGROUND: Does not apply.

POLICY IMPACT: Although the GCRTA is not legally required to prepare a Tax Budget, it is done
as a measure of sound fiscal policy. To not adopt the Tax Budget would demonstrate a lower
level of financial responsibility.

ECONOMIC IMPACT: This establishes the estimates of revenues for the year and defines in very
broad terms the limits of expenditures anticipated. The 2020 Tax Budget is presented with a
beginning balance estimated at $35.0 million and $285.1 million in revenues, the largest source
from the Sales & Use Tax estimated at $213.2 million. Total resources are budgeted at $320.1
million. Operating expenditures are budgeted at $256.1 million and transfers to other funds equal
$35.1 million for total expenditures of $291.2 million. The ending balance for the 2020 Tax Budget
is budgeted at $28.9 million, which represents a 1.4-month operating reserve.

ALTERNATIVES: Do not adopt and risk upholding the Authority’s responsibility in demonstrating
fiscal prudence.

RECOMMENDATION: This budget will be reviewed by the Operational Planning & Infrastructure
Committee on July 16, 2019. It is recommended that the 2020 Tax Budget be adopted and filed
for several reasons: The budget demonstrates timely budgeting and appropriation procedures. It
is an element of financial prudence that may bolster the Authority’s credit rating. It also fosters
communication and is a needed step of development in the 2020 appropriations budget.

ATTACHMENTS: None.
Recommended and certified as appropriate to the availability of funds,

legal form and conform?%ment requirements.
e A

Interim CEO, General Manager/SecretaIV—Treasurer







2020 TAX BUDGET

To: Hon. Dennis M. Clough, President, Date: July 16, 2019
and Members of the Board of Trustees

From: Floun’say R. Caver, Ph.D., Subject: 2020 Tax Budget Transmittal Letter
Interim CEO, General Manager / Secretary-Treasurer

The 2020 Tax Budget is an initial analysis of the financial trends, revenue and expenditure forecasts, and
service levels of the Authority. It is a reflection of actions taken in the current and in previous budget years and
is a valuable tool in the budget development process as it helps to identify upcoming issues and opportunities
that may impact the Authority.

The Authority is undergoing six comprehensive studies to identify areas of improvement, create financial
stability, identify efficiencies, and to enhance service. Over the past year, the six studies (“Pillar Studies”) that
have been undertaken and currently ongoing are the economic impact study, rail car study, fare study, system
redesign, economic and financial study and strategic plan. Based on the feedback from consultants,
employees and members of the community, the recommendations will be reviewed, prioritized, and
implemented, resulting in a sustainable operation and strengthening the financial position.

The Economic impact Study was conducted by Cleveland State University's Center for Economic Development.
The results of this study were presented to the Board of Trustees in the 1t Quarter 2019 and included the
following:

Transit impact on Cuyahoga County property values: $2.2 billion
Property values increased 3.5% within a decade for previously unserved census tracts
RTA's annual economic impact to Cuyahoga County: $322 million
RTA'’s annual direct spending in Cuyahoga County: $182 million
RTA creates and sustains nearly 3,000 jobs in Cuyahoga County
RTA’s employees residing in Cuyahoga County: 1,800
Jobs created from RTA-purchased goods and services in Cuyahoga County: 1,177
Improved transit access in urban neighborhoods results in:
o 12.9% reduction in poverty
o 3.1% growth in employment

The Rail Car Study was conducted by LTK Engineering Services (LTK). This was a comprehensive evaluation
of the Authority’s Heavy Rail Vehicles (HRV) and Light Rail Vehicles (LRV). Both fleets have undergone mid-life
rehabilitation and now exceed the 30-year useful life. Based on the results of the study, the HRVs have an
estimated 5 years of life remaining and the study recommended replacement of the fleet rather than undertaking
a second rehabilitation. The cost for replacement of the HRV fleet is estimated at $102 million for 34 cars
(about $3 million per vehicle). The LRVs have an estimated remaining life of 10 years and replacement is
estimated at $96 million for 24 cars (approximately $4 million per vehicle). At the end of the 1%t Quarter 2019,
the Authority has nearly $24 million in local funding in the Reserve Fund, Rolling Stock Replacement, for the rail
vehicles.

*® & & ¢ o ¢ o o

The Authority is working with Jarrett Walker and Associates on a System Redesign Study; Greater Cleveland
Partnership on the Efficiency Study and Operational Review; and LTK on a Fare Equity Study. The final
recommendations of these studies will be presented to the Board of Trustees later in 2019. As the Authority
undergoes these studies, the financial resources will continue to be managed efficiently. These Pillar Studies
will form the basis for the creation of the Authority’s 10-year Strategic Plan (2020 — 2030).

The Authority closed on a $30 million debt issuance on May 1, 2019. This funding will be used for the local
match for Development Fund capital projects. The Authority received excellent credit ratings from Standards &
Poor's (AA+) and Moody's (Aa1). Continued focus on data driven performance initiatives such as TransitStat,
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the Pillar Studies, Partnership for Excellence, and 1SO 14001 will continue to improve processes, enhance
operational capabilities, and reduce costs for the Authority. For the second year in a row, the Authority was
awarded the America Public Transportation Association’'s (APTA) Bus Safety and Security Gold Award
(Security).

in a continuing drive to excellence, GCRTA made its first full application under The Partnership for Excellence
and the Baldrige Criteria. GCRTA received the Gold Award recognition status from The Partnership for
Excellence in 2018 and is expected to submit its next application to The Partnership for Excellence in December
2019. RTA is the first transit agency to receive this award. In 2016, RTA received the Three-Star Ohio Green
Fleet Award from Clean Fuels Ohio for work to improve air quality and health, reduce pollution, and strengthen
Ohio’s economy.

The Authority has maintained the largest General Fund ending balances of its history. The ending balances for
2017 and 2018 were $34.9 million and $39.0 million, respectively. The Authority projects 2019 to have an
ending balance of $35.0 million by continuing to monitor expenses. The 2020 Tax Budget estimates revenues
at $285.1 million. With a beginning balance of $35.0 million, total resources are estimated at $320.1 million.
Total operating expenses are estimated at $258.8 million and total transfers to other funds equal $35.1 million.
The estimated ending balance for the 2020 Tax Budget is $28.9 million, providing a 1.4-month operating
reserve. The following paragraphs explain the 2020 Tax Budget in more detail.

General Fund Assumptions

Inflation

Assumption: 1.8% to 2.1%

Rationale:
The Federal Reserve recently released their projections for the remainder of 2019 through the next 30 years.
The Federal Reserve Bank of Cleveland observed that the 4% District economic activity has risen modestly
despite the slight decrease of 0.2 percent inflation since last year. There was minimum change in the overall
economic outlook with modest growth. Labor markets remained tight, while retailers were able to increase
pricing and consumer spending slightly increased. The Federal Reserve Bank is expecting the economy to
expand slowly - between 1.8 percent and 2.1 percent. The Federal Reserve Bank of Cleveland projects the
inflation rate to remain under 2.1 percent over the next 10 years.

interest Rates

Assumption: 2.5% to 3.0%

Rationale:
The Federal Reserve Bank raised interest rates again in December 2018, from 2.25 percent to 2.5 percent due
to strong job gains and household spending. According to Federal Open Market Committee (FOMC), they plan
to keep rates at current level of 2.5 percent until 2021 even though inflation is a little below its 2 percent target.
The committee’s plan to hold interest rates steady is an indicator of a healthy economy. The Authority has
received an average of 2.26 percent interest income on its General Fund investments and an average of 2.32
percent average yield on all investments in all Funds in 2019.
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Passenger Fares
Assumption: $44.1M

Rationale:

Actual Passenger Fare revenue received through May 2019 totaled $15.7 million. This amount is 9.5
percent below 2018 actual receipts for the same period. Passenger Fares for 2019 are estimated at
$44.9 million, a 3.7 percent decline from 2018 actual revenues, due to continued decrease in ridership.
Total passenger fares for 2020 are estimated at $44.1 million, a decrease of 1.8 percent for 2019
projections, keeping with the national trends. The passenger and paratransit fare increases that were
scheduled for 2018 were postponed until August 2020 in order to review the results of the fare equity
study and other pillar studies and assess our short and long term strategy. Our assumptions are based
on no changes to the fares.

Advertising & Concessions

Assumptions:

Advertising Contract and Concessions $1.9M
Naming Rights: HealthLine, CSU Line, and MetroHealth Line $430K
Total $24M
Rationale:

Advertising and Concessions revenue is composed of two subcategories. The first subcategory is
comprised of the current advertising contract, concessions, and the new contract for advertising on the
bus shelters. The second category is the Naming Rights. This includes Cleveland Clinic Foundation
and University Hospitals for the HealthLine and area shelters, Cleveland State University for the CSU
Line, Medical Mutual for the MetroHealth Line, Tri-C District for E. 34™ Rapid Station, Huntington Bank
for HealthLine shelters, and Bryant & Stratton College for HealthLine shelters. The Advertising &
Concessions category is projected to total $2.4 million in 2020 and is projected to remain steady each
year thereafter 2021 through 2024 base on contract guarantees.




Sales & Use Tax Revenue
Assumptions:
Sales & Use Tax $213.2M

Rationale:

Sales Tax growth for 2019 remains strong; up 2.6 percent compared to prior year through June. The Authority
receives 1 percent of Sales and Use Tax Revenue coliected in Cuyahoga County. The estimate for the 2020
Tax Budget is projected based on continued growth in consumer spending and revenues received to date.
Sales tax receipts are projected to increase by 1.5 percent in 2020 and increase by 1.5 percent each of the
outyears (2021 through 2024). These estimates are conservatively established and compare well with estimates
by Standards & Poor's Global Ratings, which expect sales tax revenue to increase by 1.59 percent in 2019 and
1.32 percent in 2020.

Investment Income
Assumption: $440K
Rationale:

The estimate for Investment Income for 2020 is $440,126. The Federal Reserve Bank does not expect interest
rates to increase and to remain steady at 2.5 percent until 2021. The estimated income is based on an average
income earned over the prior three years. The investment Income has slightly increased and expected to
increase based on the current investment levels and interest rates. Through May 2019, the Authority has
received an average yield of 2.26 percent on its General Fund investments and an average of 2.32 percent on
all investments in all Funds.

Other Revenue

Assumptions:

Other Revenue: $2.0m
Transfer from Reserve Fund for 27% Pay (Salaried Labor) $1.5M
Total: $3.5M
Rationale:

This revenue category contains other revenue and a transfer from the Reserve Fund for the 27" pay for Salaried
Labor. The other revenue category is difficult to project as it consists of various claim reimbursements, rental
income, salvage sales, and identification card proceeds. For the 2020 Tax Budget, receipts for Other Revenue
are budgeted at $2.0 million.

in 2021, the first pay date for the Salaried/Salaried Bargaining Labor category is set for Friday, January 1, 2021.
Because this pay date falls on a holiday, the pay date is moved back one day, to December 31, 2020, which
creates a 27" pay for this category. A transfer from the Reserve Fund to the General Fund in the amount of
$1.5 million is to compensate for the 27" pay in 2020. The Authority pays its employees every other week,
totaling 26 pay dates. Every 12 years each of the pay categories (Salaried/Salaried Bargaining Labor and
Hourly/FOP Labor) has a 27" pay, depending upon when the pay dates fall within the calendar year. Each year
funding is set aside for each of the pay categories (Salary/Salaried Bargaining Labor and Hourly/FOP Labor) in
the Reserve Fund for the 27" pay. The next 27" pay date for Hourly/FOP Labor is scheduled for 2025.

Reimbursed Expenditures

Assumptions:

Preventive Maintenance Activities $20.0M
Fuel Tax Reimbursement $0.5M
Reimbursed Labor $0.8M
Other Reimbursements $0.2m
Total $21.5M
Rationale:

This category is composed of reimbursement of fabor costs for capital projects, preventive maintenance

activities within the Operating Budget, and diesel fuel tax refunds. For the 2020 Tax Budget, revenues from

Reimbursed Expenditures are budgeted at $21.5 million. Preventive maintenance activities, estimated at
4



$20.0 million, is the reimbursement to provide funding for State of Good Repair projects and to support daily
operations of the Authority. A long-term goal is to keep preventive maintenance reimbursements under $17.5
million and steer funding toward capital projects. Other reimbursements include fuel tax reimbursements,
reimbursed labor, and Paratransit SNAPS reimbursements, which are projected at $0.5 million, $0.8 million, and
$0.2 million, respectively. For the out years (2021 through 2024), Reimbursed Labor is estimated at $21.4

million each year.

r
GENERAL FUND EXPENDITURES

Payroll Taxes and
Fringes
17.7%

)
%

Salaries and Fuel
Overtime ~3.8% Utiliti
49.0% ilities
0% /s
i / . ‘o
; e
- inventory
4.6%

Services & Materials

6.4%

Purchase
“~_Transportation

% | 3.0%
Transfers to Other§ Other Operating
Funds Expenditures
g 12.1% 2.0%
EXPENDITURES
Salaries and Overtime

Assumption: $142.8M
Rationale:

Total salaries and overtime for the 2020 Tax Budget are estimated at $142.8 million and account for 49.0
percent of RTA’s General Fund expenses. Wage increases for ATU employees are still under negotiations.
The FOP negotiations have reached an agreement for 3 percent wage increases, which will be paid in 2019.
Non-Bargaining personnel received wage increases in May. Wage increases are budgeted across the board for
2020 and 2021. Minimal increases are scheduled for 2022 through 2024. A 27" Pay is budgeted for payout in
2020 for the Salaried Labor category.

Payroll Taxes and Fringes
Assumption:
Rationale:

Payroll Taxes and Fringe Benefits are budgeted at $51.5 million for the 2020 Tax Budget and account for about
17.7 percent of General Fund expenses. The main expenses include health care, prescription, vision, dental,
uniform allowances, Medicare and PERS (pension) expenses. For the out-years, slight increases in payroll
taxes, health care, and prescription costs are projected.

$51.5M

Fuel

Assumptions:

Diesel Fuel $4.8M
Gasoline $0.9M
Propane $0.2M
Propulsion Power $3.6M
Compressed Natural Gas $1.1M
Diesel Fuel Tax $0.6M
Total $11.2M



Rationale:

The Energy Price Risk Management Program has helped to stabilized one of GCRTA’s most volatile expenses,
diesel fuel. The authority diesel fuel usage has decreased over the years due to RTA implementing more CNG
buses into service and retiring older diesel vehicles. Between 2015 and 2019, RTA placed 139 new CNG buses
into operation. For 2020, 25 new CNG buses are planned to be placed in operation and diesel fuel usage will
once again decrease as these newer buses are introduced. For the 2020 Tax Budget, the total Fuel cost is
estimated at $11.2 miilion.

Other Expenditures

Assumptions:

Utilities $4.2M
Inventory $13.5M
Services & Materials $18.5M
Purchased Transportation/ADA $8.8M
Other Expenditures $5.7M
Total $50.7M
Rationale:

The Utilities category includes natural gas (facility heating), water/sewer, electricity, and telephone expenses.
This category is budgeted at $4.2 million for the 2020 Tax Budget, 1.5 percent of all General Fund expenditures.
Electricity and natural gas usage continues to be closely managed. RTA has reduced electricity costs by nearly
$21.5 million over the last eight years. In December 2017, a new contract for electricity was negotiated, which
fixed costs through mid-2021 at favorable prices for the Authority. Natural gas commodity costs are locked in
through mid-2022.

Inventory is budgeted at $13.5 million, or. 4.6 percent of General Fund expenditures. The Supply Chain
Management section of the Fleet Management District has helped the Authority to maintain predictive
maintenance repairs on the Authority’s newer fleets. The predictive maintenance program was started in 2015
and parts are replaced based on a proactive maintenance program.

The main drivers of the Services and Materials category are service and maintenance contracts, advertising
costs, equipment, and other miscellaneous supplies. This category is budgeted at $18.5 million for the 2020
Tax Budget, 6.4 percent of all General Fund expenditures. The out years are planned to increase slightly each
year.

Purchased Transportation/ADA is budgeted at $8.8 million for the 2020 Tax Budget. The Authority entered into
3 new contracts, starting in June 2019 with Provide-A-Ride, Senior Transportation Connection, and GC
Logistics. Other Expenditures include travel and meeting expenses, claims, and other miscellaneous expenses.
For the 2020 Tax Budget, $5.7 million is budgeted for this category.

Transfers

Assumption:

Bond Retirement $13.7M
Capital Improvements $13.4M
Insurance Fund $2.1M
Reserve Fund $5.9M
Pension Fund $50K
Total $35.1M
Rationale:

Transfers shown for the bond retirement is for the debt service less the investment income earned in the Bond
Retirement Fund. A $30 million debt issuance was finalized in May 2019. The bond premium resulting from the
issuance of approximately $6 million will be used toward paying the principal and interest payments for the 2019
issuance from 2019 through part of 2022. The $13.7 million transfer to the Bond Retirement Fund for 2020 is
needed to pay the principal and interest on all debt for 2020, as well as maintain the recommended balance.

The transfer to the Capital Improvement Fund covers 100 percent locally funded capital projects in the RTA
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Capital Fund, as well as required local matches for most grant-funded projects in the RTA Development Fund.
The $13.7 million transfer to the Bond Retirement Fund for debt payments represents a transfer of 6.4 percent
of sales tax receipts. The total contribution to capital (fransfer to the Capital Improvement Funds and Bond
Retirement Fund), at 12.7 percent, remains within the Board policy of a minimum of 10 percent of Sales & Use
Tax revenue and continues to reflect the significant financial requirements of the Authority’s capital program.

The $2.1 million transfer to the Insurance Fund is required to maintain the Fund Balance at the current $5 million
level and to cover expected expenses for the 2020 Fiscal Year. A transfer of $5.9 million to the Reserve Fund
will cover a $5 million transfer for rail vehicles and $0.9 million, which covers 1/12 of 27" pay expenses. Lastly,
the $50,000 transfer to the Supplemental Pension Fund is needed to maintain the recommended balance.

FINANCIAL INDICATORS

The General Fund statement presented in this Tax Budget resuits in the following performance against the
Authority's financial policy goals.

OPERATING EFFICIENCY

Operating Ratio: The Board policy requires a 25.0 percent ratio in operating revenues compared to total
operating expenditures. This ratio shows the efficiency of management by comparing operating expenses to
operating revenues. The 2020 Tax Budget yields an 18.4 percent ratio, which is below the policy objective. The
Operating Ratio for 2019 is estimated at 19.6 percent. This ratio is not expected be met for the 2020 Tax Budget
or the out years as ridership continues to decline.

Operating Reserve: The Operating Reserve is targeted for a period of 30 days, or 1 month, meaning the
available cash equivalent to one month’s operating expenses to cover any unforeseen or extraordinary
fluctuations. At a budgeted ending balance of $28.9 million, the Operating Reserve for the 2020 Tax Budget is
budgeted at 1.4-months. The Operating Reserves planned for 2021 is estimated at 1.0-month. This highlights
the need to identify new revenue sources and to effectively monitor and control expenditures to achieve a
continued sustainable Operating Budget.

Growth per Year: This policy requires that growth in the cost per hour of service from year to year be kept at or
below the rate of inflation. The cost per hour of service is a measure of service efficiency dividing total operating
“expenses by total service hours. The Growth per Year is the cost of delivering a unit of service (cost per hour of
service) compared to the prior year. The Federal Reserve estimates inflation to remain between 1.8 percent
and 2.1 percent in 2020 and does hot foresee any major changes over the next 10 years. The 2020 Tax Budget
assumes no inflation in “Other Expenses”. This indicator is $139.8 per hour of service and is 2.9 percent higher
than the 2019 projection and higher than the estimated 1.8 percent to 2.1 percent inflation rate. Operating costs
must continue to be monitored.

CAPITAL EFFICIENCY

Debt Service Coverage: The Debt Service Coverage is a ratio measuring the Authority’s ability to meet annual
interest and principal payments on outstanding debts. The 2020 Tax Budget estimates the debt service
coverage at 2.98 and higher than the Board policy minimum of 1.50. For the years 2021 and 2022, the debt
service coverage is projected to be 2.43 in 2021 and 2.06 in 2022, both years above the Board policy of 1.50.

Sales & Use Tax Contribution to Capital: Current Board policy requires that a minimum of 10.0 percent of
Sales & Use Tax receipts be applied to the capital needs of the Authority. These funds are used to meet the
Authority’s annual debt service payments, to provide the local match for grant funded capital projects, and to
fund Routine Capital and Asset Maintenance projects included within the RTA Capital Fund. At 12.7 percent,
this indicator is expected to exceed the minimum of 10 percent. This indicator will be met in each of the out
years (2021 through 2024). As sales tax receipts increase at a minimal rate, the balance between operating
expenses and capital expenses becomes a delicate balance.

7



Capital Maintenance to Expansion: Several years ago, the Board recognized that our emphasis must be to
maintain the Authority’s existing capital assets and revised this objective to a policy guideline of 75 percent to 90
percent of the Authority’s capital projects. At 100 percent for the 2020 Tax Budget and each of the out years, the
Authority's emphasis continues to be the maintenance of existing assets as opposed to expansion projects.
Given the financial constraints of recent years, this continues to remain the best course as the Authority
continues its bus replacement program, equipment upgrades, rail vehicle replacements, and rail infrastructure
improvements.

CAPITAL IMPROVEMENT FUNDS

The Authority’s Capital Improvement Funds are used to account for the acquisition, construction, replacement,
repair and rehabilitation of major capital facilities and equipment. The Capital Improvement Funds are
composed of grant funded projects as well as 100 percent locally funded items. The funds needed to meet the
grant requirements typically require a 20 percent local match. Financial resources are appropriated to sustain
capital infrastructure needs through retention of investment earnings, contributions from Sales and Use Tax
proceeds, as well as issuance of debt.

Transportation is a capital-intensive business and the Authority’s focus has been on addressing various State of
Good Repair (SOGR) projects. Over the past few years, the Authority’s priorities include replacement of rail
vehicles and maintenance and repair of rail infrastructure, including tracks, bridges, signals, and substations.
Additional funding has been transferred each year above the 10 percent contributions to capital policy goal in
order to tackle some of these projects. A delicate balance exists in order to maintain the 1.0 month operating
reserve.

Financial resources are allocated through a comprehensive capital review process which prioritizes funding of
requested capital projects. It continues to maintain the focus of the Authority’s long-term capital plan, as well as
to reflect on existing and future financial and operational constraints facing the Authority.

The 2020 through 2024 estimated capital expenditures are predicated on year-to-date outlays, obligations and
projected commitments, as well as, the approved five-year Capital Improvement Plan. Projected grant revenues
include current, as well as, expected traditional and non-traditional grant awards and are based on a
continuation of current FAST Act funding levels.

Over the next ten years the Authority’s capital program will continue to focus on various SOGR projects
throughout the system. These include the on-going bus replacement program, rail car purchases (replacing 34
heavy rail and 24 light rail vehicles), rehabilitation of light rail track and rail infrastructure of signal and overhead
catenary systems, and various facility improvement and upgrades,

BOND RETIREMENT FUND

The General Fund is the source of transfers necessary to make the principal and interest payments for the
Authority’s outstanding debt. Such transfers represent the debt service less the investment income earned in the
Bond Retirement Fund. A $30 million debt issuance was finalized in May 2019. Total expenditures of $16.3
million are expected in 2020. It is anticipated that a new debt sale of $25 million will be issued in mid-2021 to
support the capital program with a second debt issue of $25 million planned for mid to late 2023. The Authority
has its debt rated highly by the major rating agencies (AA+ from Standards & Poor and Aa1 from Moody's).

INSURANCE FUND

The Insurance Fund is structured to reflect a combination of self and purchased insurance coverages.
Projected activities in 2020 include a combined $2.9 million for premium outlays and payments for the
settlement of claims. This will require a $2.1 million transfer from the General Fund to maintain the current Fund
balance recommended by the Authority’s Risk Management Department.



SUPPLEMENTAL PENSION FUND

Authority employees who were employed by predecessor transit systems are covered by supplemental benefit
payments. Activities expected within this fund in 2020 include $14,000 of revenue from investment income, a
$50,000 transfer from the General Fund to maintain the Pension Fund at the recommended balance, and
projected benefit payments of $60,000. An actuarial study is performed every two years to assess the
adequacy of these funds. The budget transfers maintain the fund balance at the levels recommended by the
actuarial evaluation.

LAW ENFORCEMENT FUND

In 1988, RTA became involved with the Northern Ohio Law Enforcement Task Force (NOLETF), a multi-
jurisdictional force (formerly known as the Caribbean/Gang Task Force). RTA's involvement was prompted by
increased gang activity found in and around the rail system and the need to obtain intelligence in this area. In
addition to the benefits of intelfigence gathering and improved inter-department relations, RTA derives revenue
from seized and confiscated monies and/or properties of convicted drug dealers prosecuted by the Task Force.

Revenue obtained through the NOLETF may be expended for non-budgeted items for law enforcement
purposes. Furthermore, certain guidelines have been instituted by the State Attorney General's Office for the
reporting and disbursement of funds. At this point in time, expenditures are not being projected in 2020 through
2024 until additional needs arise requiring protective equipment and various supplies and materials to support
law enforcement activities.

RESERVE FUND

In 2017, the Authority established the Reserve Fund to help protect the Authority from future economic
downturns and cost increases. The Reserve Fund retains funding for five accounts: Compensated Absences,
Fuel, Hospitalization, Rolling Stock, and budget years with 27 pay periods. A transfer of $5.9 million is
budgeted in the 2020 Tax Budget for replacement of rail vehicles and 27" pay period expenses.

In summary, three of the six financial goals meet the Board Policy Goals for the 2020 Tax Budget. The
continued hard work put forth has helped to maintain a strong financial position for the Authority. The
Authority’s biggest challenge is keeping up with the aging infrastructure and SOGR needs, and Federal capital
funding is crucial. The 5 Pillar studies will lead the way toward the Authority’s next 10-year Strategic Plan
(2020-2030) and lead the Authority into the future.
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