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City of Tucson Independent Audit and Performance 
Commission 

 

 
 

Review of Transit Financial Forecast by the Independent Audit and 
Performance Commission 

January 7, 2015 
 

Honorable Mayor and Council: 
 

Executive Summary  
 

This is the fourth report to Mayor and Council by the Independent Audit and 
Performance Commission (IAPC) pertaining to its review of the Transit System's Five 
Year  Financial Forecast, including its underlying assumptions and projections.  Support 
of the Transit System comprises nearly 10 percent of the General Fund's 2015 budget, 
competing with all General Fund supported City activities for the use of increasingly 
scarce financial resources. The IAPC's review focused on the forecast of the annual 
General Fund's contribution/investment  in the transit system. 

 
The Five Year Financial Forecast attempts to provide what it will annually cost the 
General Fund to maintain the Transit System's current routes and operations assuming 
no fare increases and modest levels of increased ridership. 

 
The forecast's expenditures and revenues were discussed in detail, including built in 
increases to expenditures and revenues, including increases in ridership levels. IAPC 
recommended modifications to the Five Year Financial Forecast, including removal of 
included fare increases, removal of savings associated with system changes not yet 
approved by Mayor and Council, and a scaled back projection of the annual increase in 
ridership.1 See Attachment A for a more detailed presentation of the suggested 
adjustments. 

Revised Forecast of General Fund Contribution/Investment in Transit System 
$$s in Million s 

 

 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 
General Fund Contribution/Investment Per      
Five Year Forecast Presented to Mayor and 
Council in June 2014 

$ 45.2 $ 44.4 $ 43.8 $ 44.8 $ 48.8 

IAPC Recommended Adjustments ·N ET 4.0 4.8 4.8 5.2 5.2 

Adjusted General Fund Contrib/lnvestment $ 49.2 $ 49.2 $ 48.6 $ 50.0 $ 54.0 

 
 
 

Forecast includes an increase in ridership levels of approxi mately 2% annually.  Increasing ridership is an ongoing 
priority of the system; however, based on recent years, achievement of a 2% increase may be an elusive goal. 



 

In addition to recommending adjustments to the forecast , the IAPC made the following 
recommendations: 

 
1. Continue to refine and improve the data and analytics used in the preparation of 

the forecast. 

2. Establish formal policies for both the minimum level of General Fund 
Contribution/Investment (and criteria for increasing funding), and for the timing 
and acceptable levels of future fare increases. 

 
3. Schedule Mayor and Council review of the forecast in January or February, with 

focus on Year One of the plan. The review would include setting fare adjustment 
levels and the General Fund Contribution/Investment. 

 
4. For all three transit modes, consider the presentation of cost effectiveness 

performance measures as part of the five year forecast reviewed by Mayor and 
Council. 

 
5. Utilize the recently completed Comprehensive Operational Analysis as a tool for 

staff to make recommendations for additional system improvements. 
 
A more detailed discussion of recommendations appears on page 8. 
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Background  
 

In the Draft Five Year Strategic Transit Plan document (dated October  5, 2012), the 
Transit Task Force (TTF) recommended to Mayor and Council that the Independent 
Audit and Performance Commission (IAPC) perform "an independent review of the 
system during fiscal year 2013 to ensure sound fiscal management, and then as often 
as deemed necessary. This review would include an examination of financial  and 
system performance data in addition to external audit reports, findings , and corrective 
actions ." 

The IAPC identified three potential areas of interest relative to an independent review of 
the transit system which could add value to its operation, financial management and 
planning, and ensure compliance with guidelines and regulations. On  November  27, 
2012 an IAPC subcommittee met to discuss what audit/review  processes are currently 
in place (by whom and how), the formulation of the transit system's annual budgets, and 
information included in the Five Year Financial Forecast as included in the draft Five 
Year Strategic Transit Plan dated October 5, 2012. The subcommittee's findings and 
observations were reported to the full IAPC on December 5, 2012, and on January 9, 
2013 the full Commission issued a report to Mayor and Council. A copy of that report is 
attached (see Attachment  D). 

The report included the following recommendation: 

"The IAPC recommends that it undertake a detailed review of the Five Year Financial 
Forecast, and its underlying assumptions and projections, once the  City and  Veolia 
have generated a more solid forecast that clearly indicates its relationship to short-term 
goals and objectives established in the Five Year  Strategic Transit Plan. The IAPC 
believes that to begin a review at this time, while that forecast is still under 
development, would be more disruptive than beneficial. " 

 
Since that time, the IAPC has issued two additional reports on the progress of the 
review of the Five Year Financial Forecast . Those reports can be viewed on the City of 
Tucson's  website: 

 
• The December 2013 report at: 

http://www  .tucsonaz.gov/files/clerks/uploads/bccfiles/ 15086.pdf 
 

• The May 2014 report at: 
http://www .tucsonaz.gov/files/clerks/uploads/bccfiles/16296. pdf 

 
 
The Five  Year Financial Forecast for Tucson's  Mass Transit Systems  

 
The forecast includes projected revenues and expenditures for the City's three 
transportation modes and two administrative units. 

 
Transdev provides complete management oversight  and  coordination,  under 
contract with the COT, activities that include coordination  of  ADA  paratransit 
eligibility, and special services functions for: 



4  

• Sun Tran which operates the fixed-route  public bus service within the City of 
Tucson metropolitan area and unincorporated Pima County 

 
• Sun Van which  operates the paratransit service for persons with disabilities 

within the City of Tucson metropolitan area and unincorporated Pima County 
 

RDMT provides management oversight and coordinates the activities of the Sun Link  
Streetcar.  

 
Transdev and RDMT staff provides a wide range of services : scheduling, dispatching, 
accounting, payroll, human resources, risk management, labor relations, marketing, 
regulatory compliance , customer service, information technology,  operations 
management and supervision, on-the-road supervision, training,  safety  management, 
fleet maintenance, and cleaning. The management firms work closely with the City of 
Tucson Transportation Department, to provide safe and convenient transportation 
services. 

 
Expenditures - 

 
The forecast is intended to include all costs (operating and capital) incurred to provide 
transit services, including salaries and wages, services and contracts, commodities 
(including fuel). Also included are related capital outlays (i.e. buses, vans and 
maintenance facilities). Labor, fuel and parts (i.e., moving the buses) continue to be 
approximately 84% of the Mass Transit budget. It was reported that: "Future increases 
to GF investment are primarily driven by federal funds used for capital expenditures 
such [as] transit buses and the growth of paratransit service." 

 
Revenues/Fundi ng Sources - 

 
The forecast includes projections for the following sources: 

• Farebox: All fares for Sun Tran, Sun Van and Sun Link services, the city 
employee bus subsidy, sponsorship operating assistance from Raytheon, and 
shuttle service. 

• Other Agencies: Operating and capital assistance from Pima  County,   Oro 
Valley, and South Tucson, and, the Regional Transportation Authority (RTA). 

• Federal Grants and Contributions: Federal operating and  capital  grant  funds 
from the Department of Transportation and Federal Transit Administration. 
Federal grant revenues are earned on a reimbursable basis. 

• Miscellaneous/Other: Miscellaneous revenues include the sale of capital assets, 
advertising revenues, rental income, and minor sundry revenues. 

 
General Fund Contribution/I nvestment - 

 
Since Transit revenues do not cover all the costs of the system, funds are transferred 
annually from the General Fund to provide financial support to cover any fiscal year 
deficit. The actual General Fund contribution will be whatever is needed to cover the 
fund's revenue shortfall during a fiscal year, regardless of the amount indicated in the 
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City's Adopted Budget. At year end the total shortfall of revenues under expenditures 
will be covered with General Fund monies. 

 
The Transit System, comprising nearly 10 percent of the General Fund's 2015 budget, 
competes with all General Fund supported City activities for the use of increasingly 
scarce financial resources. The system's Five Year Financial Forecast, therefore plays 
a key role in constructing the larger five year plan for the General Fund. 

 
Preparation of Five Year Financial Forecast 

 
Sun Tran staff, with input from the management team (General Manager, Assistant 
General Manager, and Sun Tran department directors), prepares the annual budget and 
five year financial forecast. When preparing the budget and five year forecast, staff 
utilizes historical financials, year-end projections, estimated increases or decreases to 
costs and revenues, anticipated service levels and ridership and any other known 
outside factors which may impact revenue or costs. Staff works with City of Tucson's 
Budget Department to assess and refine the projections. 

 
As directed by Mayor and Council specific goals were included in the five-year plan: 

 
• Maintains a 25% farebox recovery ratio. 

 
• Includes identified system efficiencies that do not reduce service or raise fares. 

 
• Achieves a target level for Fiscal Year 2015's General Fund 

Contribution/Investment. 
 

The five year forecast is reviewed by senior management of Sun Tran and the City of 
Tucson's Transportation Department. Once a draft forecast is developed the draft is 
shared with TOOT and the City of Tucson Budget department. TOOT and COT budget 
staff review by line item and ensure that parameters as stated above  are  met.  In 
addition to line item expenditures, projected revenues are reviewed and adjusted as 
appropriate. City staff and transit staff discuss significant variances and the reasoning 
for the variances between the current year budget, the upcoming fiscal year budget and 
outlying budget years prior to finalizing the document. The reviewed five year forecast 
has been presented to the Transit Task Force before being submitted to Mayor and 
Council. 

 

 
 

Review of the Five Year Financial Forecast: 
 
The IAPC Subcommittee held ten meetings between August and December of 2014 to 
review the updated Five Year Financial Forecast (fiscal years 2015 to 2019). This 
forecast was presented by staff to Mayor and Council during June of 2014. 

 
During meetings the forecast elements and information was provided to the 
Subcommittee by staff: Kate Riley (Sun Tran/Sun Van General Manager), Ronda Lugo 
(Sun Tran/Sun  Van  Finance  Director), Jeremy  Papuga (TOOT Transit  Administrator), 
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Debbie Carroll (Sun Link Accountant) , and Joyce Garland (Budget and Internal Audit 
Program Director). Robert Kulze (Interim Internal Audit Manager), assisted by  Diane 
Link (Administrative Assistant) , provided meeting planning support and overall 
coordination efforts to the Subcommittee . 

The Subcommittee reviewed the revenues and expenditure elements of the forecast by 
mode (Sun Tran, Sun Van, and Sun Link) and by expenditure category (operating and 
capital). 

Challenges Faced in Preparing the Revenue Forecast - Staff encountered a major 
uncertainty issue in farebox revenue forecasting. Numerous factors contribute to 
uncertainty  including: 

 
• Unpredictable ridership levels - Transit ridership is affected by many factors 

including the City's overall economy, gasoline prices, fare prices, service levels 
and routes, and weather . 

 
• Numerous transit fare types - Predicting revenues is also complicated by the 

more than twenty fares available to the community . 
 

• The addition of the modern streetcar has required allocation of projected shared 
SunGo revenues (monthly and semester passes) in advance of any actual data. 

Modeling and Assumptions - For both revenue and expenditure forecast, the 
Subcommittee reviewed both the modeling and  underlying assumptions . In certain 
situations, staff was requested by the Subcommittee to revise forecast amounts. 

 
Major Focus Areas - Since the General Fund's support of transit services is a 
significant part of the Fund's budget (9.5% for FY 2015), the Subcommittee focused on 
using the forecast as a planning tool for the City's budgetary planning requirements. 
Additionally, focus was placed on operating revenues and expenditures as capital costs 
are largely federally funded2 and projects delays would merely push General Fund 
matching fund costs from one year into the next. 

Documentation - As part of meeting presentations staff provided significant 
documentation. Additional documentation was provided when requested by the 
Subcommittee. Internal Audit has a documentation notebook that is available for review 
upon request. 

Review - Prior to release of this final report, the draft was shared with staff for review 
and discussion. 

 

 
 
 
 
 
 
 
 
 

2 The City match on federa lly funded ca pital projects is typically set at 20 percent of proj ect costs. 
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Findings  
 

Upon completion of the review of the Five Year Financial Forecast, the IAPC makes the 
following findings: 

1. The Five Year Financial Forecast was constructed in a manner that enabled 
timely review and analysis of the underlying data, trends, assumptions , and the 
resulting projections. The forecast was adequately documented and inputs to the 
planning model were available for review. The forecast includes savings resulting 
from the anticipated February 2015 implementation of some of the route changes 
recommended in the Comprehensive Operational Analysis (COA). These 
changes are estimated to reduce expenditures by approximately $1 million in FY 
2015 and $2 million annually in later years. 

2. Data, assumptions and trends used in the development of forecasted revenues 
and expenditure were reasonable, with the exception of the adjustments 
discussed below. 

3. The present and future forecasts for General Fund Contribution/Investment 
should be adjusted for the following (see Attachment A): 

a. Debt service (Attachment B) on the Certificates of Participation issued for 
the purchase of five (5) modern streetcars should be reflected in the 
forecast  (increase to General Fund contribution/investment) . 

b. The value of General City land used as match for federally funded transit 
projects should be considered additional General Fund 
contribution/investment. 3 

c. Based on analysis of FY 2015 revenues through October 31, 2014, it is 
recommended that farebox revenues be lowered for the current and future 
plan years.4

 

d. Based on staff projections of FY 2015 expenditures at October 31, 2014, it 
is recommended that fare operating revenues be modestly lowered for the 
current and future plan years 

e. The forecast includes revenues from fare increases of approximately $1.5 
million in FY 2016 and FY 2017, and by approximately $1.8 million in FY 
2018 and FY 2019. Since fare increases have not been approved by 
Mayor and Council and no policy regarding fare increases exists, they 
have been removed from the forecast. 

f. .   Forecast anticipates savings via implementation in February 2015 of 
route changes recommended                                                             in the  Comprehensive  Operational  
Analysis 

 
 

3 Use of land as match for federalgrants w ill not appear in the City's annual budget as it is a non-cash transaction. 
4 The adjusted revenue growth resulting from increase in ridership for FYs 2016-2019 is 2% annually.  Ridership 
growth below 2% will increase the required General Fund Contribution/ Investment; growth a bove 2% will reduce 
it. 
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(COA).  These  changes  were  not  approved  by Mayor  and  Council  and 
have been removed from the forecast. 

 
4. Development of the Five Year Financial Forecast, and potentially the operation of 

the transit system , is hindered by lack of formal policies and timely decisions 
regarding the level of General Fund Contribution/Investment and acceptable 
transit system fare increases. 

 
Recommendations  

 
1. Continue to refine and improve the data and analytics used in the preparation of the 

forecast. 
 

2. The General Fund Contribution/Investment and potential fare increases are critical 
elements in the preparation of the five year financial forecast, impact transit system 
operations, and are driving factors, along with ridership level, in meeting the target 
25% farebox recovery ratio. Formal policies are recommended for : 

 
a. .  The minimum level of General Fund Contribution/Investment , and criteria 

for increasing funding . 
 

b. Timing and acceptable level of future fare increases. 
 

Note: The Transit Task Force (TTF) Recommended Transit Fare Policy (Attachment C) adopted by 
M ayor and  Council on December  9, 2014, establishes  the guidelines for  setting  and  adjusting 
fares  for   the  public   transit  system. The  Fare  Policy  includes fare  pa yment  options , fare 
structure,  target farebox   recovery for  the  various  modes,  requirement s for  public  notice  and 
solicitation of  comment, and guidelines for future  fare  adjustment s.   It is the understanding  of 
the Independent  Audit  Commission that staff  and TTF members will review system performance , 
farebox   recovery  and  other  related  data  on  an  annual  basis  with  any  recommended  fare 
adjustments being  made  every two years. 

 
3. Schedule Mayor and Council review of the forecast in January or February, with 

focus on Year One of the plan. Review would include setting fare adjustments and 
the General Fund Contribution/Investment. This allows adequate time for  the 
required public process for fare increases, if needed, or for revisions to the transit 
system operations (expenditure reductions) well in advance of the City's budget 
adoption  in June. 

 
4. For all three transit modes, consider the presentation of cost effectiveness 

performance measures as part of the five year forecast (such as percent change in 
cost per boarding, percent change in cost per passenger mile, and comparisons to 
peer transit systems). Staff concurs that periodic system reviews help to ensure that 
performance standards are being met. 
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5. The recently completed Comprehensive Operational Analysis provides a baseline 
and tools for staff to review and evaluate overall system performance by route and 
make recommendations for system improvements. 

 
Future Issues and Concerns  

 
During review of the forecast numerous issues were discussed briefly that impact transit 
system operations and finances, but that were outside of the IAPC's current project 
scope. Topics included competition from the private sector, technology, marketing, 
security, and additional ridership analytics . The IAPC may visit some of these issues in 
the future. 

Acknowledgments  
 

The IAPC wishes to thank staff of Transdev, RDMT, and the City of Tucson 
Departments of Transportation and Budget for time spent in meetings, for providing all 
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Respectfully Submitted, 

 

Attachments : 
A - Revised Forecast of General Fund Support of Transit System 
B - Summary of Bond Sale 
C - Transit Fare Policy 
D - IAPC Report to Mayor and Council dated January 9, 2013 

 
c:  Martha Durkin, Interim City Manager 

Kelly Gottschalk, Deputy City Manager 
Albert Elias, Assistant City Manager 
Ron Lewis, Assistant City Manager 
Daryl Cole, Transportation  Director 
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Kate Riley, Sun Tran I Sun Van General Manager 
Steve Bethel, Sun Link General Manager 
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DATE: November 10, 2014 
TO: Mayor and City Council 
FROM: Transit Task Force 
SUBJECT: Transit Fare Policy 

 
Your appointed Transit Task Force (TTF) has spent the last 18 months discussing your requested 
transit fare policy. We sent you a draft in January 2014. A number of things have changed since 
that draft. 

• Start up of the SunLink System has generated a new enthusiasm for public transit and 
new ridership 

• Recognition of the possibilities for managing fare options with the SunGO card 
• SunTran and SunLink’s information on Google Transit 
• New members have joined the task force and have changed the direction of the 

discussion. They think the TTF should be focusing on how to expand ridership as a way 
to increase revenue rather than increasing fares. 

 
On November 3, 3014, the Transit Task Force approved the attached transit fare policy as our 
recommendation to the Mayor and Council. Both the fare policy proposed by the staff and TTF 
contain revised and clarified goals in accord with the Five-Year Strategic Transit Plan. Chief 
among them are to support the City’s sustainability and livability goals by encouraging 
widespread use of public transit, and to support the economic viability of the transit system. The 
TTF agrees with the concept of setting an objective 25% fare box recovery, but sees the path to 
achieving the 25% goal as a combination of three strategies; 

1. Maintaining efficient operations; 
2. Increasing ridership; and 
3. Adjusting fares. 

 
Adjusting fares should happen only when the first two strategies have achieved full potential. 
The staff proposed policy would raise the base fare, which would trigger a cascading increase in 
passes as outlined in their proposal. In contrast to the staff’s recommend fare policy, which 
increases the number of rides used to set the price of period passes and then applies a discount, 
the TTF proposal essentially codifies the fare structure now in place and recommends that when 
fare adjustments are called for they may be made via changes to any of the following: 

1. Base fare (i.e. price of a single ride); 
2. The multipliers (i.e. how many rides are used to calculate the price of each period pass); 

and 
3. Any discounts applied to longer-term passes. 

 
The TTF has a number of ideas for new products that they will be discussing in the future and 
that we think will increase ridership and reward loyal transit users: 

• 3 month, 6 month, 9 month and 12 month passes should be available to all customers, 
not just the University of Arizona faculty, staff, and students. 

• Encourage Pima Community College to activate its program to sell semester and yearly 
passes to its students, faculty and staff. 

• A summer youth pass. 
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• A weekly pass. 
• We think that the transfer might be re-envisioned as a 2-hour pass, available for short 

trips in any direction as well as a way to connect without additional fees between 
buses/streetcar going in the same direction. This idea needs a fiscal impact analysis. 

• A system of multi-ride discounts or bonus value for SunGO customers using stored value 
(e.g. 10 rides can be purchased for the price of 9 rides, or a $50 purchase could yield $55 
worth of rides). 

 
We will continue to work on these ideas for improving our transit system so that it contributes to 
the quality of life in our community as well as is an important driver for economic development. 

 
Thank you for the opportunity to recommend a policy for your consideration. 

Sincerely 

Gene Caywood Margot Garcia 
Chair, TTF Vice Chair, TTF 

 
Copies: Members of TTF 
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