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The Government Finance Officers Association of the United States and Canada (GFOA)
presented a Distinguished Budget Presentation Award to the Southeastern Pennsylvania
Transportation Authority for its annual budget for the fiscal year beginning July 1, 2009.
In order to receive this award, a governmental unit must publish a budget document that
meets program criteria as a policy document, as an operations guide, as a financial plan
and as a communication 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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Southeastern Pennsylvania Transportation Authority
> Courtesy ¢ Cleanliness ® Communication ® Convenience

To: Pasquale T. Deon, $r., Chgirman

SepH

From: Joseph M. C

Subject: Fiscal Year 20 Operating Budget
Date: September 10, 2010
cc: SEPTA Board Members

With economic uncertainty continuing to impact our nation and the region, the
Southeastern Pennsylvania Transportation Authority (SEPTA) continues to focus its
efforts in the management of resources in a fiscally prudent manner while moving the
organization forward. The Authority faces a variety of challenges including improving
ridership impacted by the poor economy, implementing schedule and service
adjustments or reductions, and responding to subsidy losses from lower state sales tax
receipts and the Federal Highway Administration’s rejection of the Interstate 80 tolling
proposal.

The Authority is quite concerned about the long-term fiscal stability of Pennsylvania’s
Public Transportation Trust Fund, as established by Act 44 of 2007, and the uncertainty
this creates for transit across the Commonwealth. Sales tax revenue, a key funding
source for the Trust Fund, was 4.3% below budget, at the end of Fiscal Year 2010. This
decline was compounded by the failed effort to secure federal approval to begin the
tolling of Interstate 80. Beginning in Fiscal Year 2011, SEPTA will experience a
reduction of $10 million in operating funds and $110 million in capital funds annually.
The long-term fiscal health and stability of the Authority, and our ability to rebuild an
aging infrastructure is at risk without these subsidy dollars. The Authority is prepared
to work with the Administration and members of the General Assembly to address the
serious funding shortfalls facing transportation in the Commonwealth.

Ridership continued to be impacted by the economy with an overall decline of 1.6% at
the end of Fiscal Year 2010. However, in the last four months of Fiscal Year 2010,
some ridership gains were recorded which may suggest the beginning of a new trend in
ridership growth. SEPTA staff will continue to make every effort to encourage
ridership growth through many of the customer service initiatives advanced in the last
two years, improvements in our vehicles and infrastructure, and the promotion of public
transportation as a sustainable mode of travel.
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SEPTA has been proactive and aggressive in responding to the financial challenges
facing the Authority through a number of actions that reduce costs or raise revenue.
These actions include, but are not limited to, a 6% fare increase, adjustments to recent
transportation service initiatives, a long-term diesel fuel contract, a partnership with
Amtrak for the purchase of electric propulsion power, the recent expansion of several
parking lots and revenue from station naming rights.

In keeping with one of the key recommendations of the Pennsylvania Transportation
Funding and Reform Commission to periodically raise fares, SEPTA increased fares on
July 1, 2010. The average fare increase of approximately 6 % is estimated to generate
an additional $22 million in passenger revenue, and maintained the current transit cash
fare of $2.00. The prices for tokens and weekly and monthly passes increased by an
inflationary rate. Pricing on the railroad was adjusted to include weekday pricing for all
travel until 7:00 p.m. with discount pricing for evenings and weekends.

The Authority introduced 65 service initiatives in Fiscal Year 2009 in response to
significant ridership increases. Given the lingering effects of the poor economy, staff
has reviewed and evaluated the performance of each service initiative. Service
adjustments and reductions on those routes that have performed below standards will be
implemented during the fiscal year. A summary of the service changes are attached at
the conclusion of this letter. These service reductions, in addition to the completion of
the Media/Sharon Hill Trolley Line Stimulus project and other internal efficiencies will
result in a reduction of up to 45 positions, including 13 management positions. The
Authority’s workforce will be reduced through attrition and the elimination of vacant
positions.

The FY 2011 Budget totals $1.183 billion. Costs that are expected to increase at a rate
greater than inflation include healthcare, prescription drugs, claims and materials and
services. Electricity rates were originally projected to increase by as much as 22% over
last fiscal year’s levels, as legislated rate caps expire on December 31, 2010. The
Authority was able to reduce the increase to less than 10% through a cooperative power
purchase agreement. Fuel expenses will remain relatively stable, with contract prices
comparable to Fiscal Year 2010 as the Authority entered into a long-term fuel contract
at very favorable rates.

Other initiatives to generate additional revenue include increased advertising revenue by
“wrapping” Market-Frankford Line trains in advertisements, digital billboard
expansion, the installation of digital advertising screens at center city stations, and
digital advertising opportunities on new railcars.

Despite financial challenges, SEPTA is committed to its sustainability goal to reduce
the Authority’s carbon footprint impact by five percent. Opportunities to improve areas
of operating performance in sync with environmental benefits continue to be evaluated
and implemented. Environmental performance improvements have been achieved by
focusing on improving our energy consumption and minimizing our waste impact.
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Initiatives to decrease the Authority’s energy consumption include: new lighting,
daytime cleaning of SEPTA’s headquarter offices at 1234 Market Street, purchase of
hybrid diesel-electric buses and non-revenue vehicles, installation of LED light fixtures
to replace much of the interior lighting in existing vehicles, and replacement of
inefficient heating, ventilation and air conditioning systems. To minimize its waste
impact, SEPTA reuses or recycles aerosol cans, paint waste, paint spray guns, water
from vehicle washers, NiCad batteries, crankcase oils, and pantograph carbon strips.

Looking to the future, SEPTA will begin the deployment of 120 new Silverliner V
commuter railcars later this year and an additional 120 diesel electric hybrid buses,
equipped with cameras and automatic passenger counting systems. These vehicles will
improve the riding experience for customers and are important for maintaining a
reliable, efficient, and energy conscious fleet.

Enhancing Customer Service continues to be an important corporate mission. Programs
and initiatives that reinforce our 4 C’s — Courtesy, Cleanliness, Communication and
Convenience — are being implemented at every level of the organization. Improvements
in communication technologies for the SEPTA website now make it possible to deliver
real-time service information. Sophisticated trip planning software enables passengers
to accurately plan their trips through a variety of applications. Passenger Etiquette and
the QuietRide Car, two programs aimed at improving the travel environment and
promoting good riding manners, have been enthusiastically embraced by customers.

Another major customer initiative that became effective July 25, 2010 was a rebranding
effort that eliminated the “R” designator for all regional rail lines. Each line is being
identified by its suburban terminus (e.g. West Trenton Line, Paoli/Thorndale Line).
The new naming convention aims to make travel on the system less confusing for
visitors and occasional riders. As part of the rebranding effort, SEPTA also adopted a
single color designation — a bluish gray — for all regional rail routes.

At the same time these customer focused activities have been taking place, SEPTA was
making a significant investment rebuilding critical infrastructure for the Route 101 and
102 trolley lines, as part of the American Recovery and Reinvestment Act, in addition
to enhancing the stations along the lines with new signage, maps, and other cosmetic
improvements.  The Authority continues to make progress in rebuilding its
infrastructure with improvements to stations, track, substations and buildings. Although
the reduction in state capital funds puts this rebuilding effort at risk, SEPTA’s capital
budget and program continues to invest in new vehicles and infrastructure
improvements to enhance the quality of service for our customers.

Although major challenges are ahead, the Fiscal Year 2011 Operating Budget represents
my commitment and the dedication of the Authority to provide quality public
transportation service to the region and further improve customer service for our valued
riders, while placing a premium on the importance of fiscal sustainability.
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ATTACHMENT 1

SUMMARY OF SERVICE CHANGES

Fiscal Year 2011 Service Adjustments

Continue with exclusive use of articulated buses and slightly increase headways during weekdays.
Increase headway from 60 to 75 minutes on Sundays.

Retain headway of 20 minutes for AM service, and increase headways for PM service from

17 to 22 minutes on weekdays.

Increase headway from 15 to 20 minutes between 10:00AM and 5:00PM on Sundays.

Increase headway from 3 to 4 minutes between 7 & 8 AM weekdays.

Increase headway duing weekday and Sunday evening from 20 to 30 minutes until 11:00 PM.
Discontinue additional weekday service between Norristown TC and Collegeville.

Discontinue last trip from Phoenixville on Sundays.

Increase headway from 20 to 30 minutes to West Chester during weekday peak hours.

Increase headway from one hour to two hours between Granite Run Mall and Chadds Ford on Saturdays.
Increase headway from one hour to two hours between Granite Run Mall and Chadds Ford on Sundays.
Discontinue two round trips on Sundays.

Combine underutilized trips from Wissahickon TC with trips from Center City during weekdays.
Discontinue 3 mid-day trips from King of Prussia to Wissahickon TC on Sundays.

Combine underutilized trips destined to Wissahickon TC with trips to Center City during weekdays.
Discontinue last trip from King of Prussia to Wissahickon TC on Saturdays.

Discontinue 2 mid-day trips from King of Prussia to Wissahickon TC on Sundays.

Modify Sunday service to operate every 90 minutes instead of every 60 minutes.

Revert back to connecting with only reverse-peak direction trains to/from Philadelphia on weekdays.
Increase headway from 15 to 17 minutes in the PM weekdays.

Increase headway from 20 to 30 minutes between 7 PM & 10 PM on Saturdays.

Increase headway from 15 to 20 minutes in the base period and from 20 to 30 minutes between

7 PM & 10 PM on Sundays.

Increase headway from 20 to 30 minutes on the Norristown High Speed Line on Sunday.
Discontinue late trains between Center City and Trenton (after midnight on Fridays Only).
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