Government Relations & Public Affairs Committee

Item #15-4-3A
Action

March 27, 2015

Draft Budgets for Fiscal Year 2015/16
Issue: The Draft Fiscal Year 2015/16 Budgets are ready for Board consideration, release for public
comment, and review by federal and state agencies.

Recommendation: That the Government Relations & Public Affairs Committee recommend that the
Board of Directors release for public comment and agency review the Draft Fiscal Year 2015/16 Budgets.

Discussion: SACOG manages two primary budgets. The first and largest budget is SACOG’s basic
Operations Budget to cover the Overall Work Program (OWP) activities. The Operations Budget is
funded mainly through several continuing federal and state revenue sources, supplemented by short-term
specific discretionary and non-discretionary grants and contracts. The second budget, the Board and
Advocacy Budget, is much smaller and covers Board costs such as per diem and mileage expenses, as
well as the agency’s state and federal advocacy efforts. The Board and Advocacy Budget is primarily
funded by annual dues payments from SACOG member cities and counties and a portion of SACOG’s
interest earnings, consistent with federal and state requirements. Action Item #3B covers the project
details of the draft OWP.
(1) SACOG Operations Budget
SACOG staff is very pleased to present an Operations Budget that balances current year revenues with
current year expenditures. This achievement is due to a variety of actions that were initiated over the past
nine years, with particular emphasis in the last six budget cycles, and is largely attributable to four main
factors: cost containment measures relating to staffing, overhead cost and legal expenses; concessions
from a cooperative Employee Association; discretionary grant awards through staff’s entrepreneurial
efforts with state and federal agencies; and some modest increases in federal and local funds.
By way of background, in FY 2010/11 the Board authorized the use of $1 million out of SACOG’s
approximately $6 million in reserve funds to cover costs in the FY 2010/11 Operations Budget. At that
time, staff estimated that the sunsetting of earmarks/grants and the reduction in Local Transportation Fund
(LTF) planning and administration due to the decline in sales taxes likely also would require SACOG to
draw on approximately $500,000 in reserves in each of FY 2011/12 and FY 2012/13. Rather than using
up to $2 million in reserves over the three fiscal years—FY 2010/11, FY 2011/12, and FY 2012/13—
SACOG saw a small increase in fund balance through the four fiscal years ending June 31, 2014. A brief
recap of each year is presented below.
•

FY 2010/11: While the original Operations Budget projected reserve spending of just over $1
million, year-end fund balance increased by $987,395. Of this amount, $386,012 was due to
surplus recovery of indirect costs, which, as noted below, was adjusted in FY 2012/13.
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•

FY 2011/12: While the original Operations Budget projected reserve spending of approximately
$850,000, the year-end fund balance reduction was $618,776 after cost-containment actions were
taken.

•

FY 2012/13: The adopted Operations Budget balanced current year revenues and expenses, except
for an indirect cost adjustment from FY 2010/11. Essentially, SACOG received $386,000 in
excess revenues for indirect expenses in FY 2010/11 that were adjusted for in FY 2012/13. By
year-end, the need for reserve spending increased modestly to $440,000, due to slower spending
on grants that were delayed until the current fiscal year.

•

FY 2013/14: The adopted Operations Budget projected a surplus of revenues after covering
expenses, and actual revenues exceeded expenditures by $542,197, because SACOG staff was
able to work on specific grant funded projects. Additionally, the adopted budget included the
recovery of $148,000 in indirect costs from FY 2011/12.

Staff is developing a year-end projection for FY 2014/15, and will bring that back to the Board in May.
Staff also will continue to carefully monitor federal, state, and local government actions, and the overall
state of the economy. If a budget surplus is reasonable to assume, staff will prepare for Board
consideration a proposal on how any surplus could be spent in the FY 2015/16 period. At the same time,
staff is actively monitoring identified funding sources, and will continue to pursue entrepreneurial
opportunities for new revenues.
(2) Board and Advocacy Budget
The Board of Directors and Advocacy Budget is much smaller than, and separate from, the Operations
Budget, because it funds activities that cannot be funded with state and federal funds, including Board per
diem and other expenses, as well as state and federal advocacy work.
For the first time in FY 2009/10, the Board approved a 20 percent reduction in member dues in
recognition of the challenging economic times. The Board took the same action in the subsequent five
budget cycles, holding dues at 20 percent below the FY 2009/10 member dues formula, which is based on
population estimates and increases in the Consumer Price Index. These reductions were made possible
over the past six years by cost reduction strategies, including the following:
1. A reduction in professional association membership dues.
2. Continuing the significant restructuring of both our state and federal advocacy contracts. Over the
last several years, the contracts were reduced by over 60 percent, as the agency has relied on its
strong internal resources at the state and federal levels.
The Board also approved a spending down of reserves in the Board and Advocacy account. While
expenditures in the Board and Advocacy Budget have remained relatively flat, less than $40,000 in
reserves will be available by year-end.
This projection was discussed with Board during the adoption of the current FY 2014/15, and the Board
asked staff to work to avoid a full restoration of member dues in one year and to phase in full dues over
time. To that end, the draft Board and Advocacy Budget proposes a restoration of dues to the FY 2011/12
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levels during the upcoming fiscal years, delaying the full restoration until FY 2016/17. This proposal
would allow Board and Advocacy activities to remain constant over the next two years.
Approved by:

Mike McKeever
Chief Executive Officer
MM:MC:ds
Attachments:
Attachment A: Summary of Revenues and Expenditures, which is a summary of the Overall Work
Program activity, Board and Advocacy Budgeted costs, and the expected equipment costs
Attachment B: Summary of Overall Work Program (OWP) Revenue Sources, which provide more
revenue detail broken out in various categories, like federal, state, local, etc.
Attachment C: FY 2015-16 Total Overall Work Program Direct Services and Pass Through Project
Revenue Estimates that identifies revenue sources by certain categories, and formatted for
the benefit of our federal and state funding agencies
Attachment D: FY 2015-16 Total Overall Work Program Direct Services and Pass Through Project Cost
Estimates that identifies costs by budget category, and formatted for the benefit of our
federal and state funding agencies
Attachment E: Indirect costs information used and applied against the projects in the OWP. It also
reflects the proposed indirect rate used for FY 2015/16
Attachment F: Board and Advocacy Budget for FY 2015/16
Attachment G: Equipment Expenditures Budget for FY 2015/16
Key Staff:

Kirk Trost, Chief Operating Officer/General Counsel, (916) 340-6210
Matt Carpenter, Director of Transportation Services, (916) 340-6276
Erik Johnson, Manager of Policy and Administration, (916) 340-6247
Stacy Niccum, Finance Manager, (916)-340-6243

