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Citizens Summary
If you wish to see a summary of the 2010 Operating and Capital Improvement Budgets, the Citizens Summary is the chapter to read. This chapter includes
the CEO/General Manager's Transmittal Letter to the Board of Trustees explaining the 2010 budget request in terms of revenue, ridership, and service level
assumptions, program changes/initiatives and financial policy variables. In addition, it provides a Budget Highlights section that reconciles the
CEO/General Manager's Recommended Budget with the final adopted Budget, summarizes the status of all the Authority's funds, focuses in on the status of
the General Fund and describes staffing, service indicators and the Capital Improvements Plan.

Citizens Summary
Budget Highlights
Introduction
This section concentrates on the significant components of the 2010
Adopted Budget Plan. The intent is to furnish an overview of the
Plan on the Authority's finances for 2010.

The CEO/General Manager's 2010 Recommended Operating and
Capital Budgets were first presented to the Board of Trustees (BOT)
at the Finance Committee meeting on November 10, 2009. Two
public hearings were held on December 1, 2009 and December 15,
2009.
During these hearings, information was presented on
revenues, expenditures, the general make-up of the operating
budget and capital budgets, the need for service realignment and the
form it would take. The Trustees reviewed the final 2010 budget
resolution on December 15, 2009 and adopted 25% of the expenses
on the Resolution.
The Board wanted to hear the public’s
perspective from the Public Hearings held January 4, 2010 to
January 8, 2010 regarding the service reduction scheduled for the
beginning of April 2010 and to get the actual receipts for the Sales &
Use Tax for December 2009 and January 2010.

This section also includes a consolidated presentation of the
Authority's funds and further details regarding the General Fund. A
synopsis of the Capital Improvements Plan (CIP) and summary
statistics conclude the Citizens Summary.

The 2010 Budget was re-presented to the Board of Trustees on
February 9, 2010. Another public hearing was held on February 16,
2010 and the Trustees reviewed the final 2010 budget resolution that
same day. The Board of Trustees formally adopted the 2010 Budget
on February 16, 2010 as recommended by the CEO/General
Manager in the preceding Transmittal Letter.
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All Funds Analysis

All Funds Balance Analysis
(Millions)

Figure CS-1 is the first of several fund status presentations found
throughout this document. Revenues and expenditures for a six-year
horizon are charted in bar-graph form with an overlay representing
actual and projected unrestricted fund balances. This information is
greatly expanded in the section on Fund Budgets, which provides a
detailed discussion of specific resources, expenses, and resulting
balances.
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Despite economic difficulties in the last few years, the Authority is
projected to complete 2009 financially sound.
However, the
continuing underperformance of the Sales and Use Tax presents
both concerns and challenges. This trend in Sales and Use Tax will
not only impact our ability to address the increasing demand for
public services, it has necessitated a strategic hiring freeze, 3%
wage reduction of salary employees, postponement of the 27th pay
scheduled for December 31, 2009 for our salaried non-union
employees, and a budgeted service adjustment of nearly 12% at the
beginning of April 2010. Careful management has allowed GCRTA
to delay this action for longer than other Ohio transportation
authorities and has mitigated the extent of the realignment.
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The strategy for 2010 continues ongoing efforts to restructure
existing services within the context of limited revenue reserves.
Resources are provided to fund restructured service levels and to
rehabilitate and maintain the Authority's equipment and facilities.
The 2010 Budget continues the Authority's process to truly reengineer the organization to support the appropriate levels of service
based on customer demand and available funding.
Figure CS-1: All Funds Balance Analysis
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General Fund Balance Analysis
(Millions)

Figure CS-2 highlights the activity in the General Fund, the main
operating fund of the Authority. With the exception of transactions,
which must be reported in special funds, all operating activity at RTA
is reflected in this fund. The Authority’s financial health, reflected by
the unrestricted fund balance, is a significant criterion examined by
credit rating agencies.
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For the last few years, the Authority has experienced a variety of
economic challenges and has been unable to meet the policy to
maintain a one-month operating reserve. The ending balance was
$16.1 million in 2005, narrowly missing the goal with a 0.9-month
operating reserve. The 2006 budget required a drawdown on the
operating reserve, resulting in a $15.8 million ending balance, 0.9month reserve. The 2007 budget again required a drawdown on
fund balances with an operating reserve of $14.0 million, 0.7-month
reserve. For 2008, the Authority was affected by a significant
increase in diesel fuel costs, which added $7.5 million in expenses.
As a result of this and other cost drivers, a nearly three percent
service realignment had to be implemented at the end of the year.
The year ended with a $8.4 million balance, or 0.4-month reserve. In
2009, the year ended with a $2.9 million budget balance because of
these cost saving efforts, as well as the $8 million in revenue in short
term notes.
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Despite the service realignment, operating cost increases and low
revenue growth will necessitate another drawdown on the ending
balance resulting in a $2.3 million balance, 0.1-month reserve. The
reserve level will be extremely important in the out years as this
budget projects negative fund balances in 2011 and 2012.
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Figure CS-2: General Fund Balance Analysis
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General Fund Revenue by Source
(Millions)

Figure CS-3 illustrates the relationship between major operating
revenues. In 2009, 19.6 percent of General Fund revenue came
from passenger fares, while 58.7 percent is projected from Sales and
Use Tax. The projected growth in 2010 sales tax revenue is 1.2
percent over 2009. This includes $1.1 million in the increase to the
State of Ohio Managed Care Organization tax (a component in Sales
Tax), and $750K in increased economic activity. Sales tax revenue
had increased by an average of 5.6 percent annually from 1992 to
2000. That trend has changed remarkably. Three straight years of
declines followed. There was an increase in 2004 and 2005; then in
2006, revenue declined again. The average increase over the last
several years is 1.0 percent. For 2009, the decrease was 11 percent
over 2008. The 2010 projection anticipates a stagnant economy and
is consistent with receipts received in the final quarter of 2009.
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All other sources of operating revenue for 2010 are expected to
equal approximately 21.7 percent of the total. Reimbursed
expenditures, which include capitalized operating expenses as well
as $9.6 million in additional State Funding and $3.4 million in ARRA
Operating Assistance, continues to be a significant revenue
category.
Combined Advertising, Concession, and Investment
Income are expected to remain relatively flat compared to 2009,
although the mix between the categories will change. The total
revenue for 2010 is $2.1 million higher than in 2009. Details on
these specific sources are found in the Fund Budgets section.
An Operating Expenditure decrease is projected for 2010 due to an
April 1st budgeted service cuts. Expenditures for 2010 ($225.9
million) are expected to decrease from the 2009 total ($238.5 million)
by $12.6 million.

Figure CS-3: General Fund Revenue by Source
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To complete the overview of the General Fund, figure CS-4 reports
the financial indicators for the organization. To satisfy Board
policies, the Authority must:
REVENUES
• Maintain an Operating Ratio (operating reserves divided
by operating expenditures) of at least 25 percent, with 30
percent being the long-term objective. For 2010, the
budget assumes a ratio of 24.1 percent. This policy goal
remains unsatisfied for the eleventh year in a row
(although growing since 2006), resulting in increasing
concern for the growth rate of operating expenses versus
operating revenue.
• Maintain a Fare Subsidy (net cost) per passenger that
does not exceed three times the average fare. For 2010,
the fare subsidy is projected at $3.34; nearly three-andone-half times the average fare of $1.03.
EXPENDITURES
• Maintain an Operating Reserve equivalent to onemonth’s expenses in the unrestricted fund balance. In
2010, the reserve will not meet the policy target for the
eleventh year in a row, primarily due to continuing slow
economic growth and existing revenue conditions.
Figure CS-4: Financial Indicators
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•
•

General Fund Analysis, cont.

Maintain Overhead Costs at 15 percent or less of total
costs. This policy goal will be satisfied at 14.2 percent.

The remaining charts (Figures CS-5 and CS-6) categorize
appropriations by division, or organizational grouping, and by
summary object classes. In 2010, as shown in Figure CS-5 on the
previous page, the Operations Division, which includes all bus, rail,
and Paratransit services, is charged with the largest share of the
budget (73.2 percent). The decrease from 2009 primarily reflects the
anticipated service reduction in April.

Growth in costs, as defined by the Cost per Hour of
Service, is to be kept at or below the rate of inflation. In
2010, this indicator is projected at –5.2 percent, due to
significant budgeted service cuts.

DEBT STRUCTURES
• Maintain a Debt Service Coverage (total operating
revenue minus operating expenditures, divided by debt
service requirements) of at least 1.5. The 2010 budget
falls below the minimum at 1.06, reflecting increasing debt
levels and a lower ending balance.

At the summary level, Figure CS-6 presents budgets by summary
object classes. In the Department Budgets chapter, these cost
categories are used for detailing each department’s spending
authorization. In 2010, Personnel Services accounts for 63.5 percent
of the budget, nearly the same as it did last year. The 3.9 percent
decrease in budgeted personnel costs, when compared to 2009, is
primarily due to the anticipated service reduction and no pay
increases for 2010. The non-personnel categories, excluding
Transfers, are expected to decrease by nearly 8.9 percent, primarily
due to the reduction in Diesel Fuel costs from the service cuts and
RTA’s fuel hedging strategy. Transfers tie to the required 2010 Bond
Retirement, Capital, Insurance, and Pension Fund contributions.

CAPITAL OUTLAY
• Contribute at least 10 percent of sales tax collections
directly to capital projects. The contribution to capital
directly from sales tax proceeds will total $29.5 million or
18.8 percent in 2010. This includes a transfer to the
Bond Retirement Fund to cover existing debt service.
•

The following table lists all departments within each division, together
with historical, budgeted, and projected expenditures. The program
changes, which support each table entry, are explained in the
Department Budgets chapter.

The percent of Capital Maintenance Outlay to Capital
Expansion Outlay is to be a minimum of 33 percent and
a maximum of 67 percent. At 99.1 percent, this ratio will
not be met in 2010, due to the sudden drop in Sales Tax
Revenue experienced in 2009, and despite the fact that
RTA is maintaining, not expanding.
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General Fund Expenditures
by Object Class
(Millions)

General Fund
Expenditures by Division
(Millions)

Fuel/Utilities
8.0%

Executive
15.6%
Finance &
Administration
4.5%

Materials & Supplies
4.6%
Services
3.9%

Personnel Services
63.5%

Liabilities &
Damages
2.4%

Legal Affairs
4.0%

Operations
73.2%

Purchased
Transportation
1.8%

Human
Resources
1.6%
Engineering &
Project
Management
1.1%

Transfers
15.4%
Other
0.4%

Figure CS-5: General Fund Expenditures by Division

Figure CS-6: General Fund Expenditures by Summary Object
Class
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General Fund Expenditures
By Division
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General Fund Expenditures
By Division
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Staffing Analysis
2010

The Authority’s budgeted staffing level reached an authorized level of
3,086 employees in 2000. Between 2001 and early 2005, staffing
declined to a low of 2,660 positions, though an increase to 2,739
positions was experienced due to the merger of satellite operations
with the RTA.
The 2008 Operating Budget supported 2,693
positions. The service realignment requires fewer buses to execute
the schedule and, thus, staffing levels declined by 116 positions, net,
to a total of 2,577.

Finance &
Administration
3.8%
Executive
2.8%

All changes made in staffing levels for 2009 were linked to changes
in methods and levels of service delivery as well as a three percent
service cut, enforced in late 2008. The fare enforcement personnel
and fare technicians were added to support the new fare collection
system and the HealthLine. In 2010, service cuts and organizational
re-organization reduce RTA’s budgeted positions by another 100
FTE’s, down to 2,477.

Operations
89.1%

The large majority of employees (89.1 percent) are assigned to
Operations. This proportion has remained fairly constant over the
past three years.
The Operations Division’s staffing includes
positions working in bus/rail operator, maintenance, facilities, transit
police, and related management functions. Bus and Paratransit
Districts dominate with 1,460, or 66.2 percent, of the 2,206 division
positions. Rail services and maintenance include 562 budgeted
positions, or 25.7 percent of the Operations Division workforce.

Figure CS-7: Staffing Analysis
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Capital Improvement Plan

Service Indicators
The Transmittal Letter provided a discussion of ridership trends and
the anticipated impact of service efficiencies in 2010. The next page
presents graphs on cost efficiency and ridership by mode over the
last four years. The 2010 Budget continues efforts to better match
service levels with customer demand. In the mid-1990’s, much
service was added, some of which was positively received and
utilized. Significant efforts have been made in recent years to
reevaluate and improve the alignment of supply to demand. The
2010 Budget continues these efforts and reduces service levels by
about twelve percent. Current sales tax revenues have significantly
underperformed compared to 1992 – 2000 receipts. Even with
efficiencies to offset the gap in revenue that has developed, current
funds were not sufficient to support past service levels. The 2010
Budget shows a 12.0 percent decrease in service, effective on April
1st, 2010.

The 2010 – 2014 Capital Improvement Plan (CIP) continues to
represent a significant reduction from the previously adopted plans.
In 2010, the focus will be on the rehabilitation of rail stations and
existing asset maintenance. The projected cost of the five-year CIP
is $436.4 million. This is an increase of $13.8 million, or nearly three
percent, from last year’s CIP as the plan continues to be refined to
reflect existing financial and operational constraints.
The total 2010 CIP includes $53.3 million in projects and $18.8 in
alternate projects (if funding becomes available), for a total of $72.1
million. $2.3 million, or 3.2 percent, is for the RTA Capital Fund
Projects and $69.8 million, or 96.8 percent, is for the RTA
Development Fund projects. The Development Fund includes the
Long Range Plan projects and is primarily supported through Federal
and State grant programs; however, local resources are also
required. The two largest projects included in the 2010 CIP are
Capitalized Operating Expenses, at $27.2 million, or 37.7 percent,
and the Overhaul of the Heavy Rail Fleet, at $5.5 million, or 7.7
percent of the total. Further details of the Capital Improvement Plan
and the relationships between funds and funding resources, are
discussed thoroughly in the last chapter of this document, the
Capital Improvement Plan.

Cost efficiency is typically measured by operating expenses per total
vehicle hours or total vehicle miles. Cost models are maintained that
capture the total (fully-loaded) costs of operations and the
incremental (variable) costs associated with increases in service
levels. This effort is reflected in the graph indicating fully loaded
costs per hour, by mode. Updates on these and other service
indicators are included in the Authority’s Quarterly Management
Reports. Additional indicators are provided on the department level,
in the Department Budget section.
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Total Ridership
By Mode

Cost Efficiency
Operating Expenses per Hour
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Profile of Service Area (Cuyahoga County)
POPULATION:

AREA & TRANSPORTATION STATISTICS:
Registered Motor Vehicles (2009)
Registered Passenger Cars (2009)
Mean Travel Time (in minutes)
Square Miles
Municipalities
Townships
School Districts
Colleges and Universities
Largest City
Miles of County & Municipal Maintained Roads

1,058,471
869,877
24.4
458.49
57
2
33
8
Cleveland
1020

Total Population
Percent Minorities
Percent Over Age 64
Percent Under Age 25
Persons per Square Mile
Total Households
Population Per Household
Median Household Income
Per Capita Money Income

1990
Census

2000
Census

1,412,140
28.4%
15.70%
33.30%
3,081
563,243
2.46
$35,749
$14,912

1,393,978
34%
15.60%
32.90%
3,040
571,457
2.39
$36,754
$15,067

2007
6.1%
32,460,486
1.80%

2008
7.0%
31,880,330
1.11%

CUYAHOGA COUNTY LEADING SOCIO/ECONOMIC INDICATORS BY YEAR:
Unemployment Rate
Assessed Valuation $(000s)
Growth in Sales Tax Receipts

2004
6.2%
30,647,572
5.30%

2005
5.7%
30,646,005
2.20%

2006
5.3%
33,158,047
-0.20%

2009
8.90%
29,633,695
-10.94%

OVERVIEW OF 2009:

OUTLOOK FOR 2010-2012:

• In 2009, assessed valuation in Cuyahoga County decreased
from $31.9 million in 2008 to $29.6 million.

• In 2009, total assessed valuation decreased from $31.9 million to $29.6
million or by -7.2%. Contributing factors to the decline were phasing out
of collections on tangible property tax, a historic recession, and the
collapse of the local real estate market.

• Sales tax has consistently decreased over a short period time.
Year-end 2009 collections for sales tax were 10.9% lower than 2008.

• The 2010 GCRTA estimate anticipates a projected increase by 1.2% over
2009 Sales and Use Tax revenues, generated in latter part of the year.
• In 2009, the average unemployment rate for Cuyahoga County
increased to nearly 8.9% compared to 2008. The U.S. unemployment rate
escalated in December to 10% for 2009 from 7.4% in 2008. Ohio's
unemployment rate in December increased to 10.9% in 2009 compared
to 7.4% in 2008.

• Leading economic indicators suggest that employment will increase at a
steady pace toward the end of 2010 and into 2011 and national
unemployement will remain moderately high close to 10%. This region's
economy will conintue to be sluggish compared to the National growth.
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Performance Management
TransitStat
governments have reported immediate success with their Stat
programs.

Over the past decade, many organizations have embraced the use of
data, statistics, and metrics as their means to exceed customer
expectations, as well as achieve operational excellence. Six Sigma
and the Balanced Scorecard are popular examples of proven
management techniques in the private sector. In government,
Performance Stat programs have proven to be very effective tools.

In December 2007, RTA adapted the Performance Stat model to a
transit environment and titled our program TransitStat. It is a critical
link to achieving high-level performance directed towards the
Authority’s three most critical goals:

Performance Stat programs are structured continuous management
processes, which entail the frequent gathering, reviewing, and
analyzing of day-to-day government performance.
CompStat,
credited as the first government stat program, was developed in the
NYPD. Its goals were to infuse timely information and accountability
into the police department’s management and culture. The program
used computer mapping and statistical data to capture crime trends
at their highest levels, how many officers were on duty, and where
their officers were located during those times. By placing officers at
the high crime areas, this technique was widely credited with
contributing to the dramatic reduction in New York City’s crime levels.

1. Maintain Financial Health
2. Improve Customer Service
3. Enhance the Image of RTA
TransitStat is characterized with bi-weekly performance monitoring
forums.
The TransitStat leadership team includes the Chief
Executive Officer (CEO), Deputy General Manager (DGM) –
Operations, DGM – Human Resources, Director of Procurement,
Executive Director – Internal Audit, and Executive Director – Office of
Management and Budget (OMB).
In 2009, we incorporated
Administrative TransitStat to our already running TransitStat
program. Administrative TransitStat focuses on the performance
monitoring of the Administrative Departments and the leadership
team includes the TransitStat Panel as well as DGM – Finance &
Administration, DGM – Engineering & Project Development, DGM –
Legal Affairs, and the Director of Marketing & Communications. The
meetings are coordinated and directed by OMB. Other members
with information pertaining to the topic of interest are also invited.
The forum ensures that the people needed to address issues are at
the table, therefore expediting action and eliminating excuses.

Building on the success of CompStat, the City of Baltimore
developed CitiStat. Whereas, CompStat was utilized mainly in police
departments, CitiStat brought its tenets and strategies to general
government. CitiStat tracks performance in waste collection, road
repairs, housing enforcement, etc. The city holds bi-weekly meetings
lead by the mayor’s executive team to review performance,
understand trends, and make necessary adjustments to ensure that
immediate and long-term goals are met. Since then, other cities and
states have adopted Performance Stat programs, including
Maryland, Atlanta, San Francisco, and Washington State. These
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We identified the HOT Target Areas for both the Operations and
Administrative programs:

Performance Stat programs’ center on four principles:
1. Provide timely, accurate, and relevant data.
2. Analyze data and develop effective solutions that
respond to emerging issues.
3. Deploy resources quickly to address issues.
4. Relentless follow-up and assessment.

Administrative TransitStat:
1. Capital Plan Execution
2. Stimulus Package Execution
3. Customer Service Performance
4. Revenue/Vaulting Procedures
5. Ridership Reporting
6. Purchasing Card Enhancements
7. Employee Injuries
8. Collision Reduction
9. Strategic Healthcare Plan
10. Electricity Audit
11. Healthcare Audit
12. Energy Price Risk Management

In 2008, we implemented TransitStat in the Authority’s Operations
Division and identified four target areas: overtime (non-operator),
inventory management, service reliability, and District scorecards. In
2009, in addition to the Operation Division, we also implemented
Administrative TransitStat. Both programs focused on the FAST
approach (a strategic development process):
F – Focus (What will the Authority look like in 1-10
years?)
A – Accelerate (Identify 2-3 operating initiatives
would accelerate the movement toward the preferred
future)

Operations TransitStat
1.
2.
3.
4.
5.
6.
7.
8.

S – Strengthen (What major organizational objectives
might prevent the Authority from moving forward to
achieve the goals?)
T – Tie it all together (Integrate the preceding
activities and refine them)

PM-2
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Successes
In non-operator overtime, the Authority saved $2.3 million in 2008,
compared to 2007. This was achieved through detailed analysis of
overtime cost drivers, developing more effective ways to dispense
overtime, effectively managing and monitoring the times to complete
tasks, and maximizing use of the UltraMain maintenance and
material system. The challenge for 2009 was to continue managing
the non-operator overtime. Through the third quarter, we maintained
the $2 million savings from 2008 and will continue to manage the
non-operator overtime.

(Figure PM-8). In order to increase wrench time and optimize the
performance standards, the shift times would need to be changed
and most of the bus maintainers and supervisors would need to work
the third shift (7:30pm to 4:00am).
These new shifts were
implemented mid 2009 among all the bus districts.

Taking a similar approach as the NYPD, our Transit Police
Department has reviewed the fare evasion on the Red Line and
traffic citations on the HealthLine. Figures PM-5 and PM-6 show the
percentage of fare evasion and traffic citations at several stations.

With the inclusion of Administrative TransitStat, several of the
Administrative Departments have been analyzing data and
monitoring performance. One Department is Risk Management.
One of the areas this Department is monitoring is the number of
claims submitted each month, the reason for the claims, and the type
of claims. Figure PM-10 displays one of their performance indicators
showing the claims that are Medical only and those that are Lost
Time only.

As part of their scorecard, CBM has been monitoring the progress of
their safety campaigns by District. Figure PM-9 shows the Safety
Campaign for Hayden District.

Since July 2008, Vehicle Reliability was added to the District
Scorecards. RTA began monitoring the number, cost, and reason for
towed vehicles, among other indicators. Since then, RTA has
reduced the towing charges by over $102,000. Figure PM-7 shows
the monthly charges of towing for 2008 and 2009.

Marketing & Communications has been monitoring the performance
of the Telephone Information Center (TIC). Figure PM-11 shows one
of their indicators – Average Talk Time and Average Speed of
Answer. They have significantly decreased their Average Speed of
Answer from over 3 minutes down to 1 minute and Average talk time
from just under 2 minutes to 1.38 minutes.

Starting in July 2008, the Maintenance Planners conducted a
comprehensive analysis on maintenance, productivity, and
performance of the bus equipment maintenance sections. They
compared the labor scheduled with the availability of the buses.
They also analyzed failure modes, labor productivity, shift
productivity, maintenance effectiveness, and reevaluated the work
processes and shift schedules. What they found was that most of
the bus maintainers and supervisors were scheduled during the first
shift however, most of the buses were available during the third shift.

Due to high costs of diesel fuel in 2008, RTA positioned itself to
mitigate the risk of the volatility through an Energy Price Risk
Management Program. This program will enable RTA to reduce its
diesel fuel costs from $16.6M in 2009 to $9.4M in 2010. Additional
information about this program is on PM-12.
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TransitStat Going Forward
In 2010, TransitStat will continue performance monitoring of the
Administrative and Operations divisions. We will use the program to
focus our actions on critical initiatives that can better position RTA to
address impending sales tax and other economic threats.
TransitStat is our scorecard and RTA will continue to use its efforts to
achieve breakthrough performance.
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Transit Police
Fare Evasion Comparison
Red Line - 2009
14.00%
12.36%
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11.30%

10.00%

10.75%
8.84%
8.19%

8.00%
6.00%
3.23%

4.00%
2.00%
0.00%
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Transit Police
Traffic Citations – Health Line
2009

YTD
Location
Ontario - Euclid
E. Roadway - Euclid
E. 6th - Euclid
E. 55th - Euclid
E. 100th - Euclid

Accidents Citations
4
0
3
0
4
14
3
34
4
60
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TransitStat
Number of Tows Per Month
2008 vs. 2009
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TransitStat
Coaches on Road - Weekday
By Hour
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TransitStat
CBM
Safety Campaigns
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Administrative TransitStat
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the International Swaps and Derivative’s Association (ISDA). The
RTA policy dictates that the maximum hedge ration will not be more
than 90 percent of the forecasted consumption and that hedges can
only go out to 36 months in advance.

In 2008, RTA experienced record highs in fuel cost as well as
extreme volatility. The cost per gallon for diesel fuel ranged from
$2.54 to $4.18. As a result of the high costs, our total diesel fuel
expense increased by nearly $7.4 million, compared to 2007. This
amount was $3.6 million above RTA’s 2008 budget. With this as the
new reality for fuel, the Authority sought to use tools to ensure better
performance in the management of it’s fuel costs, which resulted in
the creation of an energy price risk management program (fuel
hedging program).

The Authority began positioning itself in the first quarter of 2009. By
April, the Authority had nearly 3.9 million gallons of the 5 million
gallon usage, purchased for 2010. The performance objective is to
establish a 2010 fuel cost at or below $2.20 per gallon. Regular
reports and tracking are included in the 2009 and 2010 budget
execution.

The fuel hedging program’s strategy uses a process:

The overall objective of the program is to decrease energy volatility,
increase the certainty of future fuel costs, stabilize and control the
budget and finally to lower overall long term energy costs.

1. That addresses market opportunities and market risk;
2. That holds the risk of exceeding budget at or below an
acceptable level;
3. That uses historical pricing ranges as pricing parameters;
4. That is continuous;
5. That will use a dollar cost averaging tool;
6. That mitigates transaction-timing risk by making numerous
smaller volume transactions (i.e. 42,000 gallons per
transaction).

In 2008, fuel costs were $19.4 million. Using a firm fixed price
contract for 2009, those costs were reduced to a projected $16.6
million. For 2010, the projected cost for fuel is $9.390 million with a
variance of no more than $131,000 either way. This meets our
objective of stabilizing budgeted costs and then goes on to
significantly reduce overall costs. Beyond that, almost 70% of 2011
fuel costs have been hedged and are projected at $11.3 million.

The strategy has been accomplished in concert with an Advisor, who
is responsible for daily execution of the program, including the
execution of transactions, generating reports on the programs status
and results, and monitoring the program and energy markets. The
hedging instruments include purchases of home heating oil futures
(the diesel fuel correlate) traded on the Exchange, as well as,
purchases of derivatives with financial institutions that are certified by
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