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We will achieve our Mission and Vision by:

« placing service to our customers first
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INTRODUCTORY SECTION

January 28, 2011

To the Board Chairman, Members of the Board, and Citizens of North San Diego County:

We are pleased to present you with the Comprehensive Annual Financial Report (CAFR) for the fiscal
year ended June 30, 2010 for the North County T ransit District (NCTD). The basic financial statements
have been prepared in accordance with Generally Accepted Accounting Principles (GAAP), and have
been audited in accordance with generally accepted auditing standards in the United States of America

by Caporicci & Larson, Inc., a subsidiary of Marcum LLP. This letter of transmittal is intended to
highlight significant factors affecting the financial and operating results of NCTD. Further detalil
regarding those results is presented in the Management's Discussion and Analysis (MD&A) and the
audited basic financial statements and accompanying footnotes.

NCTD management is solely responsible for the accuracy, completeness and fairness of the information
presented in this CAFR. Management has establidyed a comprehensive system of internal controls to
prevent the loss, theft, or misuse of NCTD assets and to ensure that adequate financial information is
compiled to allow for the presentation of the financial statements in conformity with GAAP. Internal
control systems are designed to provide reasonable rather than absolute assurance that the financial
statements are free from material misstatement. To the best of our knowledge the basic financial
statements, as presented, are accurate and complete in al | material respects and present fairly NCTD's
financial position and the results of our 2010 fiscal year.

NCTD Governance

NCTD was created by an Act of the California State Legislature in September 1975 to plan, construct
and operate public transit syste ms in North San Diego County. It began by combining the Oceanside
and Escondido bus companies and is currently governed by a nine member Board comprised of eight
city council representatives (one from each of the eight cities in North San Diego County) an d one
representative from the San Diego County Board of Supervisors. In January 2003, Senate Bill 1703
modified the responsibilities of the Board by transferring responsibility for planning, programming,
project development and construction to the San Die go Association of Governments (SANDAG). The
Board's policies are carried out and managed by an Executive Director and three Division Chief s.

Operations, Services and Activities

NCTD bus operations, the BREEZE, began in July 1976 In compliance with the Americans with
Disabilities Act (ADA), NCTD provides paratransit service known as LIFT. In February 1995, the
commuter rail service, known as the COASTER, commenced operations between Oceanside and San
Diego. In March 2008, NCTD introduced a new light rail mode known as the SPRINTER which operates
between Escondido and Oceanside.

Beginning July 1, 2010, NCTD contract ed out the responsibility for bus operations and maintenance to
First Transit. NCTD now manages contracts with third parties for services provided on BREEZE, LIFT,
COASTER, and SPRINTER.
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Economic Outlook

San Diego County has historically maintained a stable economy based on its diversified foundation of

industries in manufacturing, military activities, and tourism. Over the last 20 years m  anufacturing has
slowly been replaced by technology based industries ranging from biotechnology and pharmaceuticals

to telecommunication and computer software. However, the largest employer in the NCTD service
area remains the Marine Corps Base at Camp Padleton with its military activities

The Great Recession significantly weakened the national, state, and local economies. During fiscal
year 2010, the San Diego County unemployment rate ranged from 10.0%to 11.1% ending the year at
10.5%. Taxable sales for the county decreased from approximately $48 b illion in 2 006 to under $40
billion by 2009. These factors continued to adversely affect ridership and revenue for NCTD in fiscal
year 2010.

NCTD ridership and fare revenue is directly impacted by unemployment rates and fuel prices. BREEZE
and COASTER ridership tends indicate that NCTD serviced a near record number of passengers in fiscal
year 2008 when fuel prices were high and unemployment was low. Conversely, ridership decreased
significantly in 2009 when fuel prices were low er and unemployment was high, and ridership decreased
even further during fiscal year 2010 as the economy hit the lowest point . (For additional details on
ridership results, please see the statistical section of this CAFR. )

The declining economic performance had a significant impact on NCTD revenues. Transportation
Development Act (TDA) funding, based on state sales tax revenues collected in San Diego County,
decreased from $33 million to $26 million from fiscal year 2008 to 2009, and decreased again to $23
million in fiscal year 2010 .

In addition to the reduction in local funding revenues, the State of California in 2009 announced the
elimination of assistance programs for local transit agencies. State funding which per formula s hould
have exceeded $10 million was eliminated by the State. In March 2010, the State enacted new
transportation legislation which reinstated State Transit Assistance (STA) funding levels to
approximately 70% below historical levels. For NCTD, this resulted in STA revenues of about $3 million
in fiscal year 2010.

Long-Term Financial Planning

The passage of SB 1703 transferred future transit planning, programming, development and
construction to SANDAG, San Diego's Regional Planning Agency. Long term fiancial planning has
evolved into a consolidated effort between SANDAG and the two transit agencies (NCTD and
Metropolitan Transit System) and is made up of three components: the Regional Transportation Plan
(RTP), the Regional Short Range Transit Plan (SRWP), and each transit agency's 20-year plan. The
Regional Transportation Plan is developed by SANDAG as the San Diego region's blueprint for funding
transportation projects and programs through the year 2030. This long range transportation plan is
updated every four years, and the latest version was approved by the SANDAG Board in November 2007.
The SRTP is also prepared by SANDAG in collaboration with NCTD and MTS and provides ayear region-
wide plan for transit system adjustments and improvements.
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Major Initiatives

During fiscal year 2010, NCTD implemented a number of measures to reduce operating costs. Those
proactive changes eased the impact of the weakened economy on NCTD. In addition, NCTDis also
looking ahead strategically to create a more dynam ic organization which adapt s quickly to changing
financial conditions. This will allow NCTD to attain the following goals :

Increase system ridership and revenues.
Provide the maximum level of service for our customers.
Enhance financial health.

5

CAFR Sectbns

The CAFR is organized into three main sections. The first is the Introductory Section which is designed
to provide the reader with the main characteristics of the organization including structure, government
and operations, and scope of services provided. The second section is the Financial Section, which
includes the Management's Discussion and Analysis, the independent auditor's report, the audited basic
financial statements, accompanying notes and the supplementary information necessary to fairly
represent the financial position of NCTD. The third section is the Statistical Section which contains
financial and non-financial data relating to NCTD operations and demographic characteristics of the
region.

The preparation of the Comprehensive Annual Financial Report required dedicated work by staff in
many NCTD departments. We would like to express our appreciation to the team of NCTD employees
who assisted in the preparation of this report, as well as our independent auditors for their help in
reviewin g and preparing this report.

Special appreciation is extended to the Board of Directors for its leadership and direction to foster
excellent operational and financial management of NCTD.

Respectfully submitted,

Nt © by _—

Matthew O. Tucker
Executive Director

Richard Hannasch
Chief Financial and Administrative Officer
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Board of Directors

The North County Transit District (NCTD) was created by California Senate Bill 802 and began operating
on July 1, 1976. The Board was created to plan, construct, and operate pu blic transit systems in its
area of jurisdiction.

The Board is made up of one city council member from each incorporated city in the NCTD service area
plus the Fifth District County supervisor who represents the unincorporated areas of North County.

NCTD Board Chariman
Councilman Chris Orlando
City of San Marcos, pop. 84,391
1 Civic Center Drive

San Marcos, CA 92069-2949

email: corlando@ci.san-marcos.ca.us

Phone: (760) 744-1050 ext 3105

NCTD Board Vice-Chairman
Supervisor Bill Horn

County of San Diego, 5th District
North County pop. 545,900
County Administration Center
1600 Pacific Hwy, Room 335

San Diego, CA 92101

email: Bill.Horn@sdcounty.ca.gov
Phone: (619) 531-5555

Councilman Mark Packard
City of Carlsbad, pop. 107,000
1200 Carlsbad Village Drive
Carlsbad, CA 92008

email: mstro@ci.carlsbad.ca.us
Phone: (760) 434-2830

Councilman Mark Filanc
City of Del Mar, pop. 4,543
1050 Camino Del Mar

Del Mar, CA 92014

email: mfilanc@delmar.ca.us
Phone: (858) 755-9313

Councilman Jerome Stocks

City of Encinitas, pop. 64,145
505 S. Vulcan Avenue

Encinitas, CA 92024-3633

email: jstocks@ci.encinitas.ca.us
Phone: (760) 633-2622

Mayor Jim Wood

City of Oceanside, pop. 183,095
300 N. Coast Highway

Oceanside, CA 92054

email: jwood@ci.oceanside.ca.us
Phone: (760) 435-3061

Councilman Dave Roberts

City of Solana Beach, pop. 13,783
635 So. Highway 101

Solana Beach, CA 92075

email: droberts@cosb.org
Phone: (858) 720-2496

Councilman Ed Gallo

City of Escondido, pop. 144,831
201 N. Broadway

Escondido, CA 92025

email: egallo@ci.escondido.ca.us
Phone: (760) 839-4638

Councilman Steve Gronke
City of Vista, pop. 97,513
200 Civic Center Drive

Vista, CA 92084

email: sgronke@ci.vista.ca.us
Phone: (760) 639-6130
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Organization Chart
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Certificate of Achievement

The Government Finance Officers Association of
the United States and Canada (GFOA) awarded

a Certificate of Achievement for Excellence in Certificate Of
Financial Reporting to North County Transit Achievement
District for its compre hensive annual financial

report for the fiscal year ended June 30, 2009. fOI' Excellence
In order to be awarded a Certificate of 1in Financial

achievement, a government must publish an
easily readable and efficiently organized
comprehensive annual financial report. This

Reporting

Presented to

report must satisfy both generally accepted North County Transit District
accounting principles and applicable legal . .
requirements. California

. - : : For its C i
A Certificate of Achievement is valid for a it Cmpuchenaiys Autont
Financial Report

period of one year only. We believe that our for the Fiscal Year Ended

current comprehensive annual financial report June 30, 2009

Continues to meet the Certiﬁcat e Of A Certificate of Achievement for Excellence in Financial

: = H eparting is presented. by the Go Finai fficers

Achievement Programds requi FRHIBITPIED e coxmpe Finesr 8

are submitting it to the GFOA to determine its govemnment units and public employee retirement
o N systems whose comprehensive annual financial

eligibility for another certificate. reports (CAFRs) achieve the highest

standards in government accounting
and financial reporting.

Acknowledgements

Special thanks to the team of NCTD employees
who have assisted in preparing this
Comprehensive Annual Finarcial Report. We
thank them for their hard work, and commend
them for their professionalism.

President

By A e

Executive Director

Respectfully submitted,

Richard Hannasch

Chief Financial and Administrative Officer
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Service Area Map
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Services and Activities

Background

The Noth San Diego County Transit Development Board
(NSDCTDB) was created by California Senate Bill 802 on
September 20, 1975 and was renamed the North County Transit
District (NCTD) in January, 2006. NCTD was created to plan,
construct and operate, directly, or through a contractor, public
transit systems in its area of jurisdiction. On January 1, 2003, a
state law was enacted (SB 1703) that essentially transferred
future transit planning, programming, development and
construction to the San Diego Association of Governments
( SANDAG) , San Diegof6s Regional
Transit District operate s the BREEZE and COASTER in additiorot
the SPRINTER light rail service. In its current role, NCTD provides
integrated public transit service within the N orth San Diego
County region.

Nort

Services

North County Transit District provides bus, van and train service for people in the nort hern half of San

Diego County & from the rural areas of Fallbrook and Ramona and the Camp Pendleton Marine Corps

Base, to the cities of Carlsbad, Del Mar, Encinitas, Escondido, Oceanside, San Marcos, Solana Beach,

and Vista, as wel |l as unincorporated parts of the cou
mile service area is estimated to be 870 ,000.

BREEZE bus service perates throughout the area, as does ADA paratransit service known as LIFT. The
COASTER commuter rail service operates along the coastal rail line serving the coastal communities
between Oceanside and San Diego. The SPRINTER light rail service operates beteen Escondido and
Oceanside with stops in San Marcos and Vista.

NCTD provides BREEZE bus service to many shopping malls, beaches, major attractions and employment
centers throughout North County, such as Legoland in Carlsbad, the San Diego Wild Animal Park near

Escondido, and the Marine Corps Base at Camp Pendleton. Special event buses are provided for football

and baseball games in San Diego, as well as the Del Mar Fairgrounds.

NCTD provides connecting service to other transit agencies including: Orange C ounty Transportation in
San Clemente; Metropolitan Transit Service (MTS) in San Diego via the Trolley and bus; Riverside
Transit Association (RTA) buses; Metrolink commuter rail service and Amtrak trains connect at
Oceanside Transit Center; Amtrak also connects in Solana Beach and San Diegg Greyhound buses
connect at Oceanside as well as Escondido Transit Center. NCTD BREEZE buses, SPRINTER trains and
LIFT also connect at transit centers throughout the growing region.
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Fixed Route Bus Service 0BREEZE

Since 1976, NCTD has provided safe, efficient bus service to nearly 300 million passengers The BREEZE
currently operates 36 routes in the North County service area, from early morning to late at night 0
seven days a week. Of the current fleet of 154 buses, 90 of the newest vehicles are cost -efficient
environmentally friendly Compressed Natural Gas (CNG) models. CNG buses require more maintenance
checks than diesel buses, but the environmental benefits are significant .

All of the buses in the fleet are e quipped with bicycle racks giving passengers the ability to bike and
ride to their destinations. All NCTD BREEZE buses are accessible with low floors, ramps, or wheelchair
lifts to assist the elderly and those RIS ' i
passengers with disabilities to board 1| D
and ride with ease.

NCTD introduced the Day Pass in 2004
to allow unlimited rides and eliminate
confusing transfers. Additionally, new
fareboxes were installed on all buses
which allow passengers to use a
regi onal Osmartcar
Compass card for seamless travel
throughout San Diego County on all
public transportation.

As of June 30, 2010, NCTD operated and maintained the bus operations. Effective July 1, 2010, NCTD
has executed a contract with First Transit to assume responsibility for bus operations and maintenance.
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ADA Paratransit Service OLIFT

All NCTD vehicles- the buses, the vans, and the trains -
are equipped with ramps, low floors, or lifts to make
boarding and riding the vehicle s easy for everyone.
Passengers whobecause of their disability are unable to
access fixed route service
service area and connect with neighboring transit
services. Throughout NCTD®
service operates using lift -equipped vans. The lifts can "
be used to assist standing passengers who need
assistance boarding, as well as those using wheelchairs
and other mobility aids.

out NCTD

m iratransi |

Passengers who receive an ADA certification may call
and schedule a ride from the curbside nearest their
home, to the curbside nearest to their destinati on. This
service also connects with bus or train service at the
transit centers.

Commuter Rail Service - COASTER

The COASTER provides commuter rail service Monday through Saturday, north and south along the San

Diego County coast between Oceanside and $&n Diego. Trip time is about one hour. Eight stations

provide service points along the route, and connections can be made to the MTS trolley and buses at

San Diegobds Old Town and Santa Fe stations. Passenge
service north to Orange County and Los

Angel es at NCTD®6 s northerrt
the railroad, the Oceanside Transit Center.

Currently, the COASTER service is provided

by seven locomotives and 28 bi-level

passenger coaches. TransitAmerica

Services, Inc. is the contract operator

responsible for maintaining and operating

the trains.

The COASTER carried a total of 1.3 million
passengers in FY 2010comprised primarily
of workers, tourists, and baseball fans
commuting along the 41 miles of track.

10
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Light Rail Servic e - SPRINTER

The SPRINTER I ight rail line is NCTDds newest transi

The Europeanstyle light rail vehicles run on 22 miles of newly constructed rail that provides an east -
west mobility link between Escondido,

= San Marcos, Vista and Oceanside. The
SPRINTER features short convenient
trips to 15 stations, averaging 3 -5
minutes between stations, and a 53
minute travel time from end to end.
Each train has a maximum capacity of
226 passengers and two can be linked
together to offer a capacity of more
than 450 passengers. Passenger service
runs seven days a week from
approximately 4:00am to 9:3 Opm with
weekend service extended to 12:30am.
Weekday service runs every 30 minutes
and weekend trains run 30 minute
frequencies during peak travel times
from 10:00am to 6:00pm.

The SPRINTER offers easy connections to the COASTER commuter rail, BREEZE bus service, Amtrak,
Metrolink, Greyhound and a future Bus Rapid Transit project planned in Escondido . The operations and
maintenance of the trains is contracted out to Veolia Transportation.

Other Service

Extra bus and train service is provided for special events such as CHARGERS football games, PADRES
baseball games, World Baseball Classic Finals, rock concerts and the San Diego ©@unty Fair at Del Mar
Fairgrounds.

Activities

Coach Operators and Vehicle Maintenance Personnel

NCTD6s BREEZE bus mae than Q80 caachpopevaors.dThey receive d their initial

training and licensing, renewal licensing, specialty training, an d continuous dispatch assistance while
operating the buses. The 79 mechanics that work for NCTD also are licensed to drive the buses.
Beginning July 1, 2010, NCTD contracted out the responsibility for bus operations and maintenance to

First Transit.

11
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Vehicle Maintenance - Trains

NCTD is responsible for maintaining and operating seven locomotives and 28 coach cars. TransitAmerica
Services, Inc. maintains COASTER rail equipment at an NCTBowned facility on Camp Pendleton Marine
Corps Base. Equipment used fa Stuart Mesa is massive and specialized. Booms, cranes and lifts within
the facility assist with replacement of heavy parts. Dedicated contract mechanics and service workers
perform daily train -washing and exterior and interior maintenance and repair. Spe cialty equipment is
used to maintain the railroad itself, clearing vegetation away from the tracks, and replacing ties while
situated on the track itself.

The 40,000 square foot SPRINTER operations facility is located in Escondido and was constructed
specifically to house the operations center and to maintain the 12 SPRINTER trains. The operations area
is home of the train control center and security monitoring center for the entire SPRINTER line as well

as storage, training rooms, lockers, and office areas for SPRINTER employees. The maintenance area
can house up to four train sets. Two structurally supported tracks allow maintenance crews access
underneath and on top of trains to fully service the vehicles via pits, suspended platforms and
overhead bridge cranes. The pits are fully functional with integrated electrical service, compressed air

and lube oil systems.

Rail Maintenance of Way

NCTD owns the main north-south line between the Orange County border and the northern border of

the City of San Diego, which is 41 miles of track. Metropolitan Transit Systems owns the north -south
line from the northern border o L Aeig s 1y EE

of the City of San Diego to & : X
downtown San Diego, which is
21 miles of track. NCTD also
owns the east-west line
between Escondido and
Oceanside, which is 22 miles =
of track. = The COASTER .. =~ =
operates on the north -south = "
line, and the SPRINTER
operates on the east-west
line. NCTD is responsible for
maintaining both lines.

In addition to the track, NCTD
is responsible for numerous
railroad bridges along the L%
coast, the railroad bed, the i

sidings, grade crossings, turnouts, culverts and signals, and the land alongside the track. Track
maintenance equipment and personnel are housed in a facility located on the Camp Pendleton Marine
Corps Base, just north of Oceanside.

12
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Vehicle Maintenance - Buses

NCTD has a fleet of 154 buses, 29
vans and numerous other transit
support vehicles. To maintain this
fleet, mechanics work around the
clock at two bus maintenance sites
and two van maintenance sites. In
the bus vyards, NCID has CNG
(Compressed Natural Gas) fueling
sites, administration buildings,
maintenance buildings, and parking
areas for buses, service vehicles, and
bus operatorsdé ve
maintenance buildings there are bus
repair bays, pits for general
servicing, bus lifts, hoists, fork lifts,
engine repair benches, a body shop,
a parts inventory storeroom, and a paint shop. Maintenance continues around the clock to keep the
buses in tip-top shape and keep road calls and service interruptions to a minimum. | n addition to
servicing and repairing the bus fleet, the maintenance crews also maintain a fleet of service vehicles,
administrative automobiles, fork lifts, ride -on sweepers, and special vehicles that can operate on the
railroad.

Facilities Maintenance

NCTD has two main administration buildings in Oceanside, three bus maintenance buildings at two sites
in Oceanside and Escondido, three bus transit centers, eight multi -modal train stations along the
coastal railroad, 15 train stations along the inland railr oad, two train maintenance facilities, two CNG
fill stations, two bus washers, and all the adjacent land and parking lots. Most of the facilities are
maintained, cleaned and repaired by Facilities Maintenance crews, using specialized equipment like
ride-on sweepers and portable boom trucks. They keep the maintenance buildings in top -notch
condition considering that buses and trains come in and out for repairs and routine maintenance,
usually covered with city dirt and dust in addition to enduring hot and co Id climates including salt air,
all in the same day. In addition, they contract and supervise major maintenance projects such as roof
replacements, parking lot paving and striping, bus shelter replacements and repairs, heating and air -
conditioning repair a nd replacement, as well as painting and repair of administration buildings.

13
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Security

Security at the train stations, the parking lots, and the bus
transfer centers is provided by a security patrol under contract.
Video security cameras at the COASTER ad SPRINTER stations
are monitored by NCTD staff, who contact the security patrol or
the Sheriff in case of incidents.

Administration and Finance

The Administration and Finance Division staff handle the day to

day financial transactions and records, budget ing, financial

reports, capital projects, grants, billing, fare revenue collection,

human resources and payroll. The contracts and procurement

staff contract for goods and services for NCTD and manage

contracts and competitive bidding. Safety and Risk st aff
administer NCTD6s safety policy, i N
NCTD, and manage claims and procure insurance against the risk

of vehicle physical damage, public liability and property

damage, and for Wor ker s @ Compensat
division manages various district-wide audits and fulfills reporting requirements to comply with

governmental rules and regulations.

14
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