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Mission...
deliver safe, convenient, reliable and
user-friendly public transportation services.

Vision...

provide an integrated transit system that enables
our customers to travel easily and efficiently
throughout our growing region.

Goals...
We will achieve our Mission and Vision by:

* placing service to our customers first
® ensuring safety and security of our employees and customers
e delivering high quality transit services
developing and maintaining facilities that sustain and
promote current and future transportation services
securing adequate revenue, protfecting our assets and
getting the maximum return on the public investment
encouraging innovation, creativity and leadership
working in partnership with our communities and other

stakeholders
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INTRODUCTORY SECTION
NORTH COUNTY
TRANSIT DISTRICT -

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

February 1, 2012

On behalf of the North County Transit District (NCTD), w e are pleased to present you with the
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2011. The basic
financial statements have be en 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
highlight s significant factors affecting the financial and operating results of NCTD. Further detail is
presented in the m anagement's discussion and analysis (MD&) and the audited basic financ ial
statements and accompanying footnotes.

NCTD management is solely responsible for the accuracy, completeness and fairness of the information
presented in this CAFR. Management has established a comprehensive system of internal controls to
prevent the | oss, 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. Due to
inherent limitations of i nternal control systems, such controls 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
all material respect s and present fairly NCTD's financial position and the results of NCTD operations for
fiscal year 2011.

NCTD Governance

In September 1975, an Act of the California State Legislature created NCTD to plan, construct, and
operate public transit systems in Nor th San Diego County. NCTD began with the combination of the
Oceanside and Escondido bus companies and is currently governed by a ninemember Board composed
of eight city council representatives (one from each of the eight cities in North San Diego County) and
one representative from the San Diego County Board of Supervisors. In September 2002, Senate Bill
1703 modified the responsibilities of the Board by transferring responsibility for planning,
programming, project development, and construction to the S an Diego Association of Governments
(SANDAG). An Exective Director, supported by five Division Chiefs , manages and executes the Board's
policies.

Operations, Services and Activities

The BREEZENCT® shus operations, began in July 1976. NCTD began providing LIFT paratransit
services in 1993, before the Americans with Disabilities Act legally mandated this service.  In February

1995, the COASTERcommuter rail service commenced operations between Oceanside and San Diego.

In March 2008, NCTD introduced the SPRINTERa new light rail that operates between Escondido and
Oceanside. NCTD worked throughout fiscal year 2011 in preparation for the August 2011 mobility plan

changes, which introduced FLEX routes that replace underused BREEZE routes in ruralareasd NCTD®6 s
service area.
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Effective on July 1, 2010, NCTD issued a contract for BREEZEoperations and maintenance to First
Transit, Inc. In February 2011, NCTD signed a contract for LIFT paratransit services with the American
Logistics Company, using a brokerage model for service delivery. NCTD now manages third-party
contracts for services provided on all modesfithe BREEZE, COASTER, SPRINTEREX, andLIFT.

Economic Outlook

In recent decades, San Diego County has maintained a relatively stable economy based on its

diversified foundation of industries in manufacturing, military activities, and tourism. Over the last 20

years, technology industries ranging from biotechnology and pharmaceuticals to telecommunication

and computer software have slowly replaced m anufacturing. Along with the national and state

economies, however, San Diegobds economy has declined since the
began in 2008. Unemployment in San Diego County fluctuated between 10% and 11% in fiscal year

2010, between 9.5% and 10.5% in fiscal year 2011, and was roughly 10.5% at the end of fiscal year 2011.

A number of factors during the economic downturn, including higher unemployment rates, are

influencing ridership. However, the most significant factor is the price of fue I; in recent years ,

passenger boardings and the average price of gas have risen and fallen in tandem. NCTD passenger

boardings peaked in fiscal years 2008 and 2009 asthe average San Diego County gas pricesreached

$4.26/gallon in June 2008. Conversely, boardings began to decline at the end of fiscal year 2009 as San

Diego County gas prices fell to $1.63/gallon in January 2009, and boardings decreased significantly in

fiscal year 2010 as San Diego County gas qmtlithees r e ma
second half of fiscal year 2011 when passenger boardingsbegan to rebound as gas prices once again

climbed to nearly $4.00/gallon .

Overall, local, state, and federal assistance continue to draw scrutiny after the economic downturn.
Local assistance, Transportation Development Act (TDA) and TransNet funding, is finally stabilizing and
trending towards peak funding levels of fiscal year 2008. The resurfacing of State Transit Assistance
(STA) from the State of California after being temporarily eli minated in fiscal year 2009 has
rejuvenated the NCTD operating budget.

Financial Health

At a time when more than 80 percent of transit agencies nationwide have increased fares or cut
service, NCTD is on solid financial ground due to a new business model. In FY 2009, NCTD projected
annual operating deficits of more than $24 million by 2014. In response, NCTD made proactive changes
to maintain transit services and related jobs, including reducing staff, renegotiating and restructuring
contracts, and signing innovative bus and paratransit contracts. These changes closed a significant
budget gap. NCTD now projects a balanced budget for the next five years.

Long-Term Financial Planning

The passage of SB 1703 transferred future transit planning, programming, d evelopment and
construction to SANDAG, San Diego's Regional Planning Agency. Long term financial 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 comp onents: the Regional Transportation Plan
(RTP), the Regional Short Range Transit Plan (SRTP), and each transit agency's 26/ear plan. The
Regional Transportation Plan is developed by SANDAG as the San Diego region's blueprint for funding
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transportation pr ojects and programs through the year 2050. This long range transportation plan is
updated every four years, and the latest version was approved by t he SANDAG Board in September
2011 The SRTP is also prepared by SANDAG in collaboration with NCTD and MTSna provides a 5-year
region-wide plan for transit system adjustments and improvements.

Major Initiatives

In FY 2011, NCTDworked to increase efficiency and revenues to continue to mitigate the effects of a
relatively weak economy. NCTD focused on increasing ridership through additional marketing, college
ridership programs, and other activities. NCTD engaged in significant preparation for the rollout of the
Mobility Plan, NC T D 8 s -termestategy to improve BREEZE service on the most heavily traveled
routes through faster and more frequent service, resulting in less customer travel and waiting time.
NCTD mitigated risk of fuel price fluctuations by entering into a 12 -month agreement effective
February 2011 to purchase both diesel and unleaded fuel at $2.62 and $2.69 per gallon, respectively.
Both contract rates were lower-than-market prices for the entire term of the agreement . Effective
February 2012, NCTD has entered into another 12-month fuel purchase contract for diesel at $3.00 per
gallon and unleaded at $2.85 per gallon.

In FY 2011, NCTD continued implementation of positive train control (PTC) initiatives in its service area

on the Los Angeles San DiegeSan Luis Obispo (LOSSAN) corridor. PTC is a proactive, automated system
for preventing train ¢ ollisions and other hazards. NCTD is on track to finish implementation prior to
December 2015, the legally mandated deadline. Also in FY 2011, NCTD and SANDAG continued joint
work on numerous projects on the LOSSAN corridor, including replacing railroad bridges, installing new
track, realigning track, and making other improvements. These projects will help to expand and
integrate service, enhance connections, and improve the customer experience.

CAFR Sections

The CAFR is organized into three main sections; Introductory, Financial, and Statistical . The
Introductory Section provides an overview of the organization, including its structure, government,
operations, and scope of services provided. The Financial Section includes the management's
discussion ard analysis, independent auditor's report, audited basic financial statements and
accompanying notes, and supplementary information. The Statistical Section contains financial and
non-financial data relevant to NCTD operations and demographic characteristi cs of the region.

We express our appreciation to the dedicated NCTD employees who assisted in the preparation of this
report as well as our independent auditors who helped prepare and reviewed this report. We extend
special appreciation to the Board of Di rectors for its support of our efforts to provide excellent
operational and financial management of NCTD.

Respectfully submitted,

Mo ©. e —" %%

Matthew O. Tucker Ryan Bailey
Executive Director Chief Financial 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 public transit systems in its
area of jurisdiction.

The Board is made up of one city council mem ber 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 Chairman

Council Member Chris Orlando
City of San Marcos, pop. 84,391
1 Civic Center Drive

San Marcos, CA 92069-2949
email: corlando@san-marcos.net
Phone: (760) 744-1050 ext 3154

NCTD Board Vice-Chairman
Supervisor Bill Horn

County of San Diego, 5th District
North County pop. 619,992
County Administration Center
1600 Pacific Hwy, Room 335

San Diego, CA 92101

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

Council Member Mark Packard

City of Carlsbad, pop. 105,000

1200 Carlsbad Village Drive

Carlsbad, CA 92008

email: Andrea.dykes@carlsbad.ca.gov
Phone: (760) 434-2830

Council Member 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

Mayor 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) 435-3060

Deputy Mayor Dave Roberts

City of Solana Beach, pop. 12,867
635 So. Highway 101

Solana Beach, CA 92075

email: droberts@cosb.org

Phone: (858) 720-2496

Council Member Ed Gallo

City of Escondido, pop. 147,514
201 N. Broadway

Escondido, CA 92025

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

Mayor Pro Tem Steve Gronke
City of Vista, pop. 94,431

200 Civic Center Drive

Vista, CA 92084

email: sgronke@ci.vista.ca.us
Phone: (760) 639-6130
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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

Financial Reporting to North County Transit
District for its comprehensive annual financial

report for the fiscal year ended June 30, 2010.
In order to be awarded a Certificate of

achievement, a government must publish an
easily readable and efficiently organized

comprehensive annual financial report. This

report must satisfy both generally accepted

accounting principles and applicable legal

requirements.

A Certificate of Achievement is valid for a
period of one year only. We believe that our
current comprehensive annual financial report
continues to meet the Certificate of
Achi evement Progr amds
are submitting it to the GFOA to determine its
eligibility for another certificate.

Acknowledgements

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

Sincerely,

G Bty

Ryan Bailey
Chief Financial Officer

requ

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

North County Transit District

California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2010

A Certificate of Achievement for Excellence in Financial

Reporting is presented by the Government Finance Officers

Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

_‘s UNITED %TAYES

AN
President

By < S

Executive Director
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Service Area Map
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Services and Activities

Background

The North 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 Government
Planning Agency. North County Transit District operate s the
BREEZE and COASTER in ditdon t o the SPRINTER light rail
service. In its current role, NCTD provides integrated public
transit service within the North San Diego County region.

Services

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

and Vista, as well as unincorporated partsof t he county.
mile service area is estimated to be 878 ,000.

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,

Di ego 0

popul ati

BREEZE bus service operates throughout the area, as does ADA paratransit service known as LIFT. The

COASTER commuter rail service operates along the castal rail line serving the coastal communities

between Oceanside and San Diego. The SPRINTER light rail service operates between Escondido and

Oceanside with stops in San Marcos and Vista.

NCTD provides BREEZE bus service to many shopping malls, beachesajor 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 Fairgroundsand other local street fairs .

NCTD provides connecting service to other transit agencies including: Orange County 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 Diegqg Greyhound buses

connect at Oceanside as well as Escondido Transit Center. NCTD BREEZE buse,OASTER an&PRINTER

trains, and LIFT paratransit vehicles also connect at transit centers throughout the region.
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Fixed Route Bus Service 0BREEZE

Since 1976 NCTDhas provided safe, efficient bus service to nearly 325 millio n passengers The BREEZE
currently operates 33 routes in the North County service area, from early morning to late at night &
seven days a week. Of the current fleet of 14 4 buses, 90 of the newest vehicles are cost -efficient
environmentally friendly Compr essed 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 equipped 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

passengers with disabilities to board

and ride with ease.

NCTD introduced various Day Passs in

2004, 2007, and 2009 which allow

unlimited rides and eliminate

confusing transfers. Additionally, new

fareboxes were installed on all buses

which allow passengers to use a

regi onal 0Osmartcardod known as t he
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 .



