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SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO)
FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA
REGULAR MEETING
MAY 10, 2018 — 10:00 AM
METRO ADMIN OFFICES
110 VERNON STREET
SANTA CRUZ, CA 95060

The Finance, Budget and Audit Standing Committee Meeting Agenda Packet can be found
online at www.SCMTD.com and is available for inspection at Santa Cruz METRO’s
Administrative offices at 110 Vernon Street, Santa Cruz, California.

This document has been created with accessibility in mind. With the exception of certain 3rd
party and other attachments, it passes the Adobe Acrobat Xl Accessibility Full Check. If you
have any questions about the accessibility of this document, please email your inquiry to
accessibility@scmtd.com

COMMITTEE ROSTER

Director Trina Coffman-Gomez City of Watsonville

Director John Leopold County of Santa Cruz

Director Donna Lind City of Scotts Valley

Director Cynthia Mathews City of Santa Cruz

Director Mike Rotkin County of Santa Cruz

Alex Clifford METRO CEO/General Manager
Julie Sherman METRO District Counsel

AMERICANS WITH DISABILITIES ACT

METRO does not discriminate on the basis of disability. Any person who requires an
accommodation or an auxiliary aid or service to participate in the meeting, or to access the
agenda and the agenda packet, should contact the Executive Assistant, at 831-426-6080 as
soon as possible in advance of the Committee meeting. Hearing impaired individuals should
call 711 for assistance in contacting Santa Cruz METRO regarding special requirements to
participate in the Committee meeting. For information regarding this agenda or interpretation
services, please call Santa Cruz METRO at 831-426-6080.

MEETING TIME: 10:00AM
NOTE: THE COMMITTEE CHAIR MAY TAKE ITEMS OUT OF ORDER

1 CALL TO ORDER

2 ROLL CALL
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3 COMMUNICATIONS TO THE FINANCE, BUDGET & AUDIT STANDING

COMMITTEE

This time is set aside for Directors and members of the general public to address any
item not on the Agenda, but which is within the matter jurisdiction of the Committee.
Each member of the public appearing at a Committee meeting shall be limited to three
minutes in his or her presentation, unless the Chair, at his or her discretion, permits
further remarks to be made. Any person addressing the Committee may submit written
statements, petitions or other documents to complement his or her presentation. When
addressing the Committee, the individual may, but is not required to, provide his/her
name and address in an audible tone for the record.

4 ADDITIONS OR DELETIONS FROM AGENDA/ADDITIONAL DOCUMENTA-
TION TO SUPPORT EXISTING AGENDA ITEMS

E REVIEW AND RECOMMEND APPROVAL OF SANTA CRUZ METRO'’S
FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET,
Angela Aitken, Finance Manager

6 ADJOURNMENT

Pursuant to Section 54954.2(a)(1) of the Government Code of the State of California, this agenda was posted at
least 72 hours in advance of the scheduled meeting at a public place freely accessible to the public 24 hours a day.
The agenda packet and materials related to an item on this Agenda submitted after distribution of the agenda packet
are available for public inspection in the Santa Cruz METRO Administrative Office (110 Vernon Street, Santa Cruz)
during normal business hours. Such documents are also available on the Santa Cruz METRO website at
www.scmtd.com subject to staff's ability to post the document before the meeting.
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DATE:

TO:

FROM:

Santa Cruz Metropolitan
Transit District

May 10, 2018 f j
Finance, Budget and Audit Standing Committee savacuz METRO

Angela Aitken, Finance Manager

SUBJECT. REVIEW AND RECOMMEND APPROVAL OF SANTA CRUZ METRO’S

FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET

RECOMMENDED ACTION

That the Finance, Budget and Audit Standing Committee review and

recommend to the Full Board the FY19 and FY20 Operating Budgets and

FY19 Capital Budget.

SUMMARY

The FY19 and FY20 Operating Budget, and FY19 Capital Budget are
presented this month for Board and public review. A public hearing has been
scheduled for 9:00 am, June 22, 2018 in the Santa Cruz City Council
Chambers.

The 5 — Year Budget Plan for the Santa Cruz Metropolitan Transit District
(METRO) is presented in Attachment B. It depicts the proposed two — year
FY19 and FY20 Operating Budgets and Budget Forecasts for FY21 to FY23.

The proposed two-year FY19 and FY20 Operating Expenses, Attachment C,
total $49,404,256 in FY19 and $51,587,926 in FY20. In addition, METRO wiill
be transferring $4M in FY19 and $3.2M in FY20 to the Capital Budget and
Operating and Capital Reserve Fund for a total budget of $53,607,424 in
FY19 and $54,968,331 in FY20. This is a Draft budget, which reflects the
latest data regarding revenues and expenses. The Final two-year budget will
be presented to the Board of Directors on June 22, 2018.

On June 23, 2017 the Board adopted the FY18 and FY19 Final Operating
Budgets. METRO produces a two-year rolling budget. This budget revises
the June 2017 FY19 Budget and presents a new FY20 Operating Budget.

A Budget Workshop with the Unions will be held on May 9, 2018 and another
one will be held on May 14, 2018 to answer questions about the two-year
FY19 and FY20 Operating Budget and the FY19 Capital Budget and to obtain
input from our union partners.

The Authorized and Funded Personnel lists are presented in Attachment D.
The FY19 Capital Budget, Attachment E, totals $21,681,460.

The year over year budget growth of approximately $1.3M in expenses is
detailed below in Section B.
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e The Unfunded Capital Projects list, as of 3/7/2018, presented in Attachment F,
totals approximately $226M over the next ten years to get METRO to a State
of Good Repair.

e Staff recommends that the Finance, Budget and Audit Standing Committee
Board receive input on the FY19 and FY20 Operating Budgets and FY19
Capital Budget and provide additional direction to staff as necessary
regarding the contents of the Operating and Capital Budgets, for final
adoption on June 22, 2018 and forward the budget to the full Board for
initiation at the Public Hearing.

Il DISCUSSION/BACKGROUND

The Board of Directors must adopt the FY19 Final and FY20 Final Operating
Budgets and FY19 Capital Budget by June 30, 2018. The FY19 and FY20
Operating Budgets and the FY19 Capital Budget are presented this month for
Board and public review. A public hearing has been scheduled for 9:00 am, June
22, 2018 in the Santa Cruz City Council Chambers.

On June 23, 2017 the Board adopted the FY18 and FY19 Final Operating
Budgets. METRO produces a two-year rolling budget. This budget revises the
June 2017 FY19 Budget and presents a new FY20 Operating Budget.

A Budget Workshop with the Unions will be held on May 9, 2018 and another one
will be held on May 14, 2018 to answer questions about the two-year FY19 and
FY20 Operating Budgets and the FY19 Capital Budget and to obtain input from
our union partners.

A. FY19 Operating Revenues

Operating Revenues total $53,607,424 in FY19 (inclusive of Transfers and
Operating Balance). Major Operating Revenue assumptions in the FY19
budget over the FY18 Final budget, adopted in June 2017, include:

e Passenger Fares — A decrease of -8.2% or ($229K), primarily due
to decreased Fixed-Route ridership. The budget projection is based
on estimated FY18 passenger fares revenue of $2.6M and an
anticipated 2% decrease in FY19. The estimated FY18 passenger
fares revenue is based on the actual fares revenue data from July
2017 to March 2018. The anticipated 2% decrease correlates to the
national trend of decreasing public transit ridership.

e Special Transit Fares — An increase of 3.4% or $175K, due to anticipated
increase in student enrollment and ridership for fixed routes that serve
UCSC. A contract increase of 2.5% is budgeted for UCSC in FY19. No
contract increase is anticipated and budgeted for Cabrillo in FY19.

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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Paratransit Fares — A decrease of -14.0% or ($48K) due to anticipated
unfavorable FY18 budget variance for the year and no growth projections
for FY19.

Highway 17 Fares — A decrease of -16.1% or ($283K) due to decreased
Highway 17 Ridership as a result of increased car ownership and
congestion, as well as inability to meet high ridership demand during peak
commute times. The FY19 budget projection is based on estimated FY18
Highway 17 fares revenue of $1.6M and an anticipated 5% decrease in
FY19. The estimated FY18 Highway 17 fares revenue is based on the
actual fares revenue data from July 2017 to March 2018. The anticipated
5% decrease correlates to the national trend of decreasing public transit
ridership.

1979 Gross Sales Tax (1/2 cent) — An increase of 8.4% or $1.7M due to
anticipated favorable FY18 budget variance for the year, resulting in
projected FY18 actual of $21.1M and a 3% increase due to the general
economic outlook in 2018.

2016 Net Sales Tax (Measure D) — An increase of 8.4% or $250K. The
projected increase mirrors the anticipated increase in the 1979 Gross
Sales Tax (1/2 cent).

Transportation Development Act (TDA-LTF) — An increase of 4.5% or
$307K, as per recent CPI growth projections, as well as the Appropriation
Summary included in the RTC FY19 Proposed Budget (03/08/2018).

FTA Sec 5307 — Operating Assistance — An increase of 5.8% or $238K, as
per current budget projections from the Federal Transit Administration
(FTA).

STIC — An increase of 6% or $132K, as per recent information, provided
by Planning and Grants.

TDA — STA — Operating (includes SB1) — An increase of 4.8% or $161K,
as per SCO allocation estimate from January 31, 2018.

Fuel Tax Credit — A decrease of -46.6% or ($306K) based on anticipated
CNG usage per year.

B. FY19 Operating Expenses

Operating Expenses total $49,404,256 in FY19. Major Operating Expenses
assumptions in the preliminary FY19 budget over the FY18 Final budget,
adopted in June 2017, include:

Personnel Expenses (Labor and Fringe Benefits) increased by 1.0% or
$405K.

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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e Non-Personnel Expenses increased by 10.6% or $921K.

Personnel Expenses:

Personnel Expenses (Labor and Fringe Benefits) increased by 1.0% or $405K
primarily due to:

o] Contractual items - step and longevity increases.

(o] Increase in CalPERS retirement employer contribution from
23.656% to 26.803% in FY19, as per CalPERS actuarial
information.

o] Increased number of FTEs (Full Time Equivalents); most of which

are funded for one-half of the fiscal year due to the potential voter
repeal of the TDA-STA-SB1. The new positions will be on hold until
after the results of the November 2018 SB1 ballot measure is
known.

- Customer Service Representative (CSR): 2 FTEs, funded for
6 months in FY19 and a full year in FY20. The two CSRs
are needed to fully staff the Pacific Station Booth and the
Watsonville Transit Center Booth up to 11 hours a day and
the Customer Service call center 7 days a week for up to 10
hours a day for customer service calls and 9 hours a day for
Paratransit calls.

- Customer Service Coordinator (CSC): 1 FTE, funded for a
full year. The position is needed to have supervision for the
CSRs at Pacific Station and Watsonville Transit Center, for
up to 7 days a week and up to 11 hours a day.

- Sr. Customer Service Representatives: 2 FTEs (authorized,
but not funded). The authorization of the two Sr. CSRs is
needed to avail the ability for cross training and afford the
CSRs the ability to gain supervisory experience to cover for
the CSC when that person is on leave. Currently, there is no
ability to pay someone to train new hires or cover for CSC
absences without OT.

- Financial Analyst: 1 FTE, funded for 6 months in FY19 and a
full year in FY20. The position is needed to provide Payroll
backup, develop and maintain KPI reporting and Financial
Reporting for Grants, as well as Ad Hoc Analysis and
Miscellaneous Projects.

- FM Mechanic II: 1 FTE, funded for 6 months in FY19 and a
full year in FY20. The position is being requested in order to
meet scheduled preventative maintenance inspections,

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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repairs, running repairs, and unscheduled repairs of Fixed
Route and Paratransit vehicles. Santa Cruz METRO has
engaged in an aggressive engine repair, replacement and
component replacement program with the intent to extend
equipment useful life. The FM Mechanic Il will be engaged in
these aspects.

- Bus Operator: 1 FTE, funded for 6 months and a full year in
FY20. The FTE is intended to be introduced in FY19 for the
Fall 18 Bid with an improvement to the service in the San
Lorenzo Valley and Scotts Valley area. The position is on
hold until after the results of the November 2018 ballot
measure are known. If SB 1 survives we can introduce this
increased service in Spring 2019. The service improvements
will consist of higher evening frequency up the Valley
variances (County Club, Mountain Home),
inbound/northbound service on Scotts Valley Drive, and
possible service to UCSC /Borland site. This planning project
will also bring up the discussion of the option of allowing 2
local inbound trips from Cavallaro Transit Center to Santa
Cruz on the Hwy 17 Express.

- Marketing Communications and Customer Service Manager:
1 FTE, funded for 6 months in FY19 and a full year in FY20.
The budget justification for the position is provided in
Attachment G.

- The increase is partially offset by a defunded position: Admin
Assistant: 1 FTE (Department: District General Counsel)

o] Additional budget savings are anticipated in Medical Insurance
costs due to lower premiums in 2018. The budgeted increase in
premiums for 2019 is 5% (based on the average increase in the two
main HMO plans for the last 6 years).

Personnel expenses could increase additionally by an estimated $500K to
$800K due to the implementation of the results from the Classification and
Compensation Study for Management in FY19. More information will be
available in early June 2018.

Non — Personnel Expenses:

Non-Personnel Expenses increase by 10.6% or $921K primarily due to:
o] Services — increase of 5.0% or $178K. Major contributors are:

- Legal Services: 14.3% or $50K (anticipated increase due to
Year-to-Date spending trends and the unfavorable variance
to FY18 Budget)

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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- Repair Equipment: 7.7% or $48K due to anticipated
increases in the Fleet and Facilities Maintenance
Departments (Radio Maintenance Repairs)

- Repair — Rev Vehicle: 23.0% or $75K due to aging fleet.

o] Mobile Materials & Supplies — increase of 13.4% or $394K due to
Rev Vehicle Parts in the Fleet Maintenance Department, 63.7% or
$467K. The increase is mitigated by budget savings in Tires &
Tubes, -33.3% or ($100K).

o] Other Materials & Supplies — increase of 16.7% or $64K. Major
Contributors are:

- Promotional Items: 10675.0% or $21K increase due to funds
added in the Customer Service Department for outreach and
marketing.

- Non-Inventory Parts: 46.6% or $27K in the Fleet
Maintenance Department, the anticipated increase is based
on current usage trends and unfavorable budget variance in
FY18.

o] Casualty & Liability — increase of 12.3% or $82K primarily due to
25.4% or $103K increase in Insurance PL/PD (increased insurance
premiums) as the result of substantial increases in excess and
reinsurance rates.

o] Miscellaneous Expenses — increase of 48.9% or $131K primarily
due to Employee Training in the Fleet Maintenance Department.

(o] Interest Expense — 100% increase or $40K. It is a new expense in
FY19 (interest expense on the capital lease for the purchase of 3
CNG buses in FY18).

C. FY19 Transfers & Operating Balance

Beginning in FY19, Transfers & Operating Balance(s) are presented in a
separate section, after Operating Revenue and Expenses. The change in
presentation is made in an attempt to facilitate budget tracking and
transparency between the Operating and Capital Budgets/Reserves, as funds
are allocated and committed to various capital projects. In addition, clearly
indentified transfers of funds between the Operating and Capital Budgets, as
well as their corresponding capital projects, will be beneficial for the year-end
audits of the 2016 Net Sales Tax Measure D Funds.

In FY19, the Transfers to the Capital Budget are as follows:

- 2016 Net Sales Tax Measure D: 100% increase or $2.1M (over the
FY18 Final budget, adopted in June 2017)

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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-  TDA - STA - Operating, Includes SB1: -87.9% decrease or ($2.0M)

The above variances are primarily due to the change in presentation. In
FY19, a portion of the 2016 Net Sales Tax Measure D is transferred to the
Capital Budget as per the 5-Year Program of Projects, provided to RTC. The
FY18 budget was finalized, prior to submitting the 5-Year Program of Projects
for Measure D funds to RTC and therefore does not reflect the transfer of
funds. The ultimate goal is to consistently honor our commitment to the
Capital Budget and maintain assets in a state of good repair by transferring
$3.0M each year ($2.3M from the Measure D and TDA-STA Operating, and
$0.7M from the TDA-STA-SGR, Capital).

The Transfers to the Operating and Capital Reserves Funds are as follows:

- Fuel Tax Credit: -46.6% decrease or ($306K) as the anticipated Fuel
Tax Credit is now based on estimated CNG usage per year.

- Operating Excess Funds: 185.4% increase or $896K, as additional
budget savings and efficiencies are expected in FY19, including
anticipated budget savings from the new FTEs funded for one-half of
the fiscal year due to uncertainty about the potential repeal of SBland
the amount of TDA-STA-SB1 funding ultimately available in the year.

D. FY20 Operating Revenues

Operating Revenues total $54,968,331 in FY20 (inclusive of Transfers and
Operating Balance). Major Operating Revenue assumptions in the FY20
budget over the FY19 budget include:

e Special Transit Fares — An increase of 2.0% or $110K.

e 1979 Gross Sales Tax (1/2 cent) — An increase of 3.0% or $652K.

e 2016 Net Sales Tax (Measure D) — An increase of 3.0% or $97K.

e Transportation Development Act (TDA) — An increase of 3.0% or $212K.
e FTA Sec 5307 — Operating Assistance — An increase of 2.2% or $96K.

e AMBAG/Misc. Grants funding — An increase of 754% or $181K due to an
operating grant from Monterey Bay Unified Air Pollution Control District
(MBUAPCD) for operation of the new Watsonville Circulator.

e STIC —An increase of 13.5% or $317K due to changes in the allocation
formula.

e TDA - STA— Operating (includes SB1) — A decrease of -6.5% or ($229K)
due to declining allocations of PUC 99313 funds to Santa Cruz METRO
(85% in FY20) as per agreement with RTC at their 12/7/17 meeting.

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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E. FY20 Operating Expenses

Operating Expenses total $51,587,926 in FY20. Major Operating Expense
assumptions in the preliminary FY20 budget over the FY19 budget include:

e Personnel Expenses (Labor and Fringe Benefits) increased by 6.2%
or $2.5M due to:

o Contractual obligations in FY20.

o Funding for all new FTEs (listed in Section B. FY19 Operating
Expenses) for a full year, as well as an additional FTE: Bus
Operator for the Fall 2019 Bid with the introduction of the electric
bus for the Watsonville Circulator (predicated on a Proterra bus
delivery in June 2019). The position is funded by a grant from the
Monterey Bay Unified Air Pollution Control District for a one year
pilot funding of $200K. The anticipation is to absorb the position
permanently, whether for this route or elsewhere in the system.
In addition, we will be applying to the Monterey Bay Unified Air
Pollution Control District for a second year of operating dollars.

o Projected increase in Retirement as per CalPERS Annual
Valuation Reports.

0 Anticipated increase in Medical insurance premiums, effective in
January 2020.

e Non-Personnel Expenses decrease by -2.8% or ($259K) primarily due to
Services (Prof/Technical Fees).

F. FY20 Transfers & Operating Balance

There are no significant changes in the budgeted Transfers & Operating
Balance in FY20, with the exception of the Transfers to Operating and Capital
Reserve Fund: -50.3% decrease or ($870K) due to anticipated growth of
Operating Expenses exceeding the projected growth in Revenue Sources.

G. Capital Budget

The preliminary FY19 Capital Budget as shown in Attachment E totals
$21,681,460.

The current FY19 Capital budget consists of ongoing projects rolled forward
from FY18, and $450K in new projects funded with FY18 FTA 5339(a) funds.
The capital projects are funded by a variety of sources and are detailed on
Attachment E.

In FY18 a new capital budget funding strategy was introduced that will result
in an estimated $3M per year to be dedicated to the annual capital budget.

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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The strategy of creating a “Bus Replacement Fund” establishes consistent
annual transfers of STA-SB1 funds and Measure D funds to the capital
budget to provide funding and stability for the required local match for fixed-
route buses and Paratransit vehicles that are obsolete and over their life
expectancy in both age and mileage. Funding may accumulate in the Bus
Replacement Fund until it is allocated to specific projects and spent on new
replacement buses and vans.

Noteworthy, new and ongoing capital project activity (> $100K) this fiscal year
includes:

Ongoing - Pacific Station Conceptual Design Project — Working with the
City of Santa Cruz on a technical analysis / feasibility study to assume
combined footprint or reconfigured footprint of the current Santa Cruz
METRO properties (Greyhound lot, bus station tarmac, 920 Pacific
buildings) along with the City parking lot and any other City controlled
property to meet both Santa Cruz METRO and City needs.

Near Completion - Judy K. Souza Operations Facility — A contract for the
final portion of work is expected to be awarded at the June 22, 2018
Board meeting. This project is anticipated to be fully closed out by
December 2018.

Ongoing - Transit Security Projects — Current programmed projects
include emergency generators, security cameras at the Judy K. Souza
Operations Facility, and a mechanical platform upgrade at JKS.

New — Financial Management Software — The current system was
purchased in the late 1990’s, almost 20 years ago, and only stores two (2)
years of financial information. A Fixed Assets, Purchasing, and Budgeting
module would likely be incorporated into the new financial software
system for a more efficient and integrated system. The $125K represents
one-half of the estimated purchase price; the difference would be funded
in the next fiscal year, due to a lengthy project implementation schedule.

Ongoing — Facilities Upgrades and Improvements

o Fuel Management System — a combination of hardware and
software providing reliable and accurate, real-time control and data
acquisition for vehicles, employees, fuel/fluids and tank monitor
systems. The controller can then use this data to generate dozens
of useful reports and/or automatically pass it along to a VMS
system in real-time or at specified times of the day. Will be used to
track vehicle mileage, monitor fuel and fluid usage, schedule
preventive maintenance and reconcile fluids, etc.

New — Facilities Upgrades and Improvements

o Gate Control at JKS — Security gates and gate controller are
needed for the upper and lower entries to the bus yard at JKS

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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* Ongoing — Vehicle Replacement Projects — Santa Cruz METRO has been
awarded grants from a variety of Federal and State and local agencies to
replace aging revenue and non-revenue (service) vehicles including:

= Electric Buses (4) + Infrastructure and Project Management
= Paracruz Vans (15)

= CNG Bus Replacements (2)

= Non-Revenue (Service) Vehicles (2)

e The three (3) electric bus replacements are in alignment with
Santa Cruz METRO'’s strategy to begin replacing its fossil-
fueled bus fleet with all-electric buses.

e The one (1) additional electric bus will be dedicated to the
Watsonville service area.

e The CNG buses will assist in the replacement of obsolete
vehicles

e The Non-Revenue (Service) Vehicles — are a High Lift
Bucket Truck replacement and a Propane Fueled Tow
Motor

* Ongoing — Mid-Life Bus Engine Overhauls Campaign — Mid-life overhaul
increases bus reliability and reduces maintenance cost during years 7 to
12, usually enabling an additional 2 years of lower maintenance cost
operation through 14 years. Meets the FTA State of Good Repair (SGR)
requirements and yields partial savings in the operating fund in Fleet
Maintenance.

* Ongoing — Bus Repaint Campaign - Bus exterior paint deteriorates
through bus washing and sun UV fading. Repainting provides a protective
seal for body seams, a good public image and enables ease of cleaning.

V. FINANCIAL CONSIDERATIONS/IMPACT

The proposed two-year FY19 and FY20 Operating Expenses — Attachment C
total $49,404,256 in FY19 and $51,587,926 in FY20. In addition, Santa Cruz
METRO will be transferring $4M in FY19 and $3.2M in FY20 to the Capital
Budget and Operating and Capital Reserve Fund for a total budget of
$53,607,424 in FY19 and $54,968,331 in FY20. This is a Draft budget, which
reflects the latest data regarding revenues and expenses. The Final two-year
budget will be presented to the Board of Directors on June 22, 2018.

The preliminary FY19 Capital Budget — Attachment E totals $21,681,460. This
amount includes prior funded capital projects that have not yet been completed.

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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V. ALTERNATIVES CONSIDERED

There are no recommended alternatives at this time. Staff recommends that the
Finance, Budget and Audit Committee take input on the FY19 and FY20

Operating Budgets and FY19 Capital Budget and provide additional direction to
staff as necessary regarding the contents of the Operating and Capital Budgets.

VI. ATTACHMENTS
Attachment A: Presentation on FY19 & FY20 Operating Budgets and FY19
Capital Budget
Attachment B: 5 — Year Budget Plan
Attachment C: FY19 and FY20 Operating Budgets
Attachment D: Authorized and Funded Personnel
Attachment E: FY19 Capital Budget
Attachment F: Unfunded Capital Projects as of 3/7/2018

Attachment G: Funding Justification: Marketing, Communications, and
Customer Service Manager

Prepared by: Kristina Mihaylova, Sr. Financial Analyst

REVIEW OF FY19 AND FY20 OPERATING BUDGETS AND FY19 CAPITAL BUDGET
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Vil. APPROVALS:

Approved as to fiscal impact:
Angela Aitken, Finance Manager d/Gf- (ow (or AAQ

Alex Clifford, CEO/General Manager

<z
7o
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Attachment G

Funding Justification: Marketing, Communications & Customer Service Manager

On November 14, 2014 the METRO Board established the Marketing, Communications and Customer
Service position and on February 13, 2015 the Board approved the Class Specification and Wage Scale
for the position. Unfortunately, the CEO was unable to recommend funding for the new position in the
FY16 budget due to the fiscal structural deficit at the time and the potential of layoffs.

The FY19 budget proposes to fund this position, although it only funds it for one-half of a year. This,
due to the SB1 challenge expected to be on the ballot this November 2018. SB1 is the Road Repair and
Accountability Act of 2017.

If SB1 survives the challenge, the CEO will initiate a recruitment to fill the position in early December
2018. However, if SB1 is overturned by the voters, the CEO will be forced to present to the Board a
number of operations budget reductions. Under this scenario, the Board will consider whether or not to
fill the position in conjunction with their consideration of other budget reductions that will be needed as
a result of the loss of over $1 million.

Various audits and reviews have suggested the position/function be created/filled:

2013 Short Range Transit Plan (SRTP)

e The SRTP includes a significant section (12) devoted to a Marketing Plan.
However, while the information is useful, METRO has never had the staffing
resources with which to accomplish the suggested marketing efforts.

e “Departments work together, but no single department is responsible for the
overall appearance of METRO’s marketing tools, adherence to any design
policies or programs, or management of the marketing function.”

e “CONCLUSION: Transit agencies have found that taken together, the marketing
and public awareness strategies discussed in this chapter help to confirm within
a community that transit is an integral part of daily life. Buses help reduce
congestion in Santa Cruz County, provide affordable mobility, and sport the
METRO brand that incorporates local geography, instilling a sense of connection
to Santa Cruz and local pride among riders and non-riders alike.”

FY2013 - 2015 TDA Audit

=  “A marketing manager type position would coordinate the various efforts being
conducted and design a comprehensive strategy including actions proposed by
the SRTP to increase awareness and brand strength. The prevalence of social
media and technology in marketing campaigns raises the importance of an
experienced transit marketer. Santa Cruz METRO should develop a strategy to
centralize marketing functions, whether creating a dedicated marketing
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management position or designating qualified staff within the existing
departments. This would have the effect of creating efficiencies in consistent
messaging and marketing service across communication channels with riders
and the public.”

Grand Jury report June 2017

e “Business Development Unit: In today’s financial climate, special districts must
be their own advocates in augmenting their budgets. While there are tax dollars
allocated, they must proactively seek out additional funding, brand themselves,
and actively market their services. The district needs the mindset of an
entrepreneur to flourish. The Metro organization chart has had an unfilled
position for a marketing manager for three years. This may be short-sighted. A
person in this position, particularly if it were expanded to include business
development, could be:

@ developing and championing ways to increase revenues,

@ exploring new concepts and progrens,

@ pursuing partnerships similato those with UCSC and Cabrillo
College,

@ establishing community outreach programs,

@ expanding grant writing oversight, and

@ advocating for an improved rider experience.

Currently these activities are disjointed and sporadic, and are constrained by a
narrow definition of marketing. A business development manager would also
examine the practices of similar and more financially robust transit systems to
identify proven strategies.

e F9. Metro marketing functions are handled inefficiently, in significant part due
to an unfilled marketing manager position. Marketing must be more than just
selling advertising on buses.

e F10. Metro lacks a business development manager. Currently, business
development responsibilities

On November 14, 2014 the CEO provided the following position justification:
“Increasing Revenues and Santa Cruz METRO Branding

Marketing, Communications & Customer Service Manager - Santa Cruz METRO is in need of a
full-time dedicated marketing professional. Today, certain marketing, communications and customer
service functions, to the extent they are performed, are scattered among different departments. These
functions need to be unified under one strategic systems approach. This lack of a dedicated resource
results in Santa Cruz METRO not aggressively marketing our service and available capacity. A
symptom of this lack of focus is ridership which has been relatively flat over the past few years.

Funding Justification: Marketing, Communications & Customer Service Manager Page 2 of 3
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Santa Cruz METRO can improve its communications with our customers, the riding and non-riding
public, media, and our stakeholders, to ensure that the community understands and values the
benefits public transit brings to Santa Cruz County. With this position, we will be able to grow and
improve our customer centric focus and improve customer service overall. Additionally, Santa Cruz
METRO needs to work on its branding. Key transit terminals and bus stops do not reflect the pride
we have in our system because they are not identified as Santa Cruz METRO. We can and should do
better in this area. Finally, given the discussion about our structural deficit, we must market our
available capacity. Increased operating revenues, in many untapped or underutilized revenue
producing areas, will help resolve the structural deficit.

In the way of a recent notable reference, the adopted Short Range Transit Plan (SRTP) references
numerous marketing deficiencies and opportunities in pages 158 - 181. These deficiencies and
opportunities fall into the categories of electronic informational tools; printed materials; branding of
the system; fare media; bus stops - signage and facilities; and coordinated marketing.

The CEO will also move certain customer service functions and interfaces to be managed by the new
Marketing, Communications & Customer Service Manager.”

Funding Justification: Marketing, Communications & Customer Service Manager Page 3 of 3
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