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SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO)
FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA
MEETING
MAY 8, 2020 - 8:00AM
METRO ADMIN OFFICES
110 VERNON STREET
SANTA CRUZ, CA 95060

DUE TO COVID-19, THE MAY 8, 2020 SANTA CRUZ METRO FINANCE, BUDGET AND AUDIT
STANDING COMMITTEE MEETING WILL BE CONDUCTED AS A TELECONFERENCE
PURSUANT TO THE PROVISIONS OF THE GOVERNOR’S EXECUTIVE ORDERS N-25-20
AND N-29-20, WHICH SUSPEND CERTAIN REQUIREMENTS OF THE RALPH M. BROWN
ACT.

MEMBERS OF THE PUBLIC MAY NOT ATTEND THIS MEETING IN PERSON.

Directors, staff and the public may participate remotely via the Zoom website at this link
and entering this password (194962) or by calling 1-669-900-9128, Meeting ID 889 5151 0457.

Public comment may be submitted via email to boardinquiries@scmtd.com. Please indicate in
your email the agenda item to which your comment applies. Comments submitted before the
meeting will be provided to the Directors before or during the meeting. Comments submitted after
the meeting is called to order will be included in the Board’s weekly correspondence that is posted
online at board meeting packet link.

The Finance, Budget and Audit Standing Committee Meeting Agenda Packet can be found
online at www.SCMTD.com.

The Committee may take action on each item on the agenda. The action may consist of the
recommended action, a related action or no action. Staff recommendations are subject to action
and/or change by the Board of Directors.

COMMITTEE ROSTER

Director Trina Coffman-Gomez City of Watsonville

Director Donna Lind City of Scotts Valley

Director Donna Meyers City of Santa Cruz

Director Mike Rotkin County of Santa Cruz

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

MEETING TIME: 8:00AM
NOTE: THE COMMITTEE CHAIR MAY TAKE ITEMS OUT OF ORDER

1 CALL TO ORDER

2 ROLL CALL


https://us02web.zoom.us/j/88951510457?pwd=SFovcllZa2V1WE5Hczl3bnEzTWtaZz09
mailto:boardinquiries@scmtd.com
http://www.scmtd.com/

Finance, Budget & Audit Standing Committee Agenda
May 8, 2020
Page 2 of 2

3 ORAL AND WRITTEN COMMUNICATIONS TO THE FINANCE, BUDGET &

AUDIT STANDING COMMITTEE

This time is set aside for Directors and members of the public to address any item not on the
Agenda, but which is within the matter jurisdiction of the Committee. If you wish to address the
Committee, please follow the directions at the top of the agenda. If you have anything that you
wish distributed to the Committee and included for the official record, please include it in your
email. Comments that require a response may be deferred for staff reply.

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

5 COVID-19 TRANSIT FISCAL CRISIS ORAL REPORT]
Alex Clifford, CEO

6 MONTHLY FINANCIAL UPDATH
Angela Aitken, CFO

7 REVIEW AND RECOMMEND APPROVAL OF SANTA CRUZ METRO’S FY21
DRAFT|[OPERATING BUDGET, FYZ21 CAPITAL BUDGET, AND A
RESOLUTION SETTING A PUBLIC HEARING ON JUNE 26, 2020
Angela Aitken, CFO

8 ADJOURNMENT

Accessibility for Individuals with Disabilities

This document has been created with accessibility in mind. With the exception of certain 3rd
party and other attachments, it passes the Adobe Acrobat XI Accessibility Full Check. If you have
any questions about the accessibility of this document, please email your inquiry to
accessibility@scmtd.com. Upon request, Santa Cruz METRO will provide for written agenda
materials in appropriate alternative formats, or disability-related modification or accommodation,
including auxiliary aids or services, to enable individuals with disabilities to participate in and provide
comments at/related to public meetings. Please submit a request, including your name, phone
number and/or email address, and a description of the modification, accommodation, auxiliary aid,
service or alternative format requested at least two days before the meeting. Requests should be
emailed to boardinquiries@scmtd.com or submitted by phone to the Executive Assistant at
831.426.6080. Requests made by mail (sent to the Executive Assistant, Santa Cruz METRO, 110
Vernon Street, Santa Cruz, CA 95060) must be received at least two days before the meeting.
Requests will be granted whenever possible and resolved in favor of accessibility.

Public Comment

If you wish to address the Board, please follow the directions at the top of the agenda. If you have
anything that you wish distributed to the Board and included in the official report, please include it in
your email. Comments that require a response may be deferred for staff reply.


mailto:accessibility@scmtd.com
mailto:boardinquiries@scmtd.com

COVID-19 TRANSIT FISCAL CRISIS ORAL REPORT

ALEX CLIFFORD, CEO

5.1
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DATE:
TO:
FROM:

Santa Cruz Metropolitan
Transit District

santacruz METRO

May 8, 2020
Finance, Budget and Audit Standing Committee

Angela Aitken, Chief Financial Officer

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

FY21 AND FY22 DRAFT OPERATING BUDGET, FY21 CAPITAL BUDGET
AND A RESOLUTION SETTING A PUBLIC HEARING ON JUNE 26, 2020

RECOMMENDED ACTION

That the Finance, Budget and Audit Standing Committee review and recommend

approval to the Full Board the FY21 and FY22 Draft Operating Budget, FY21
Capital Budget and a Resolution Setting a Public Hearing on June 26, 2020

1. SUMMARY OF ISSUES

The FY21 and FY22 Operating Budget, and FY21 Capital Budget are presented this
month for Board of Directors (Board) and public review. A public hearing will be
scheduled for 9:15 am or as soon thereafter as possible, during the June 26, 2020
board meeting.

The proposed two-year FY21 and FY22 Operating Expenses (Attachment B) total
$55,043,433 in FY21 and $56,891,843 in FY22. In addition, Santa Cruz Metropolitan
Transit District (METRO) will be transferring $2.3M in FY21 and FY22 to the Capital
Budget and $0.05M and $2.0M from the Operating Sustainability Reserve Fund for a
total budget of $57,263,399 in FY21 and $57,203,307 in FY22. This is a draft
budget, which reflects available data regarding revenues and expenses. The final
two-year budget will be presented to the Board on June 26, 2020.

On June 28, 2019, the Board adopted the final FY20 and FY21 Operating Budget.
METRO produces a 2-year rolling budget. This budget revises the June 2019 FY21
budget and presents a new FY22 operating budget.

A budget workshop with the Unions is scheduled on May 6, 2020 to answer
questions about the two-year draft FY21 and FY22 operating budget and the FY21
capital budget and to obtain input from our union partners.

The authorized and funded personnel lists are presented in Attachment C.
The FY21 Capital Budget (Attachment D) totals $29,189,900.

The year over year operating budget growth of approximately $3.3M in expenses in
FY21 is detailed below in Section B.

7.1



Board of Directors
May 08, 2020
Page 2 of 9

e The Unfunded Capital Projects list, as of 04-30-2020, presented in Attachment E,
totals approximately $197M over the next ten years to get METRO to a State of
Good Repair.

o Staff recommends that the Finance, Budget and Audit Standing Committee receive
input on the draft FY21 and FY22 operating budget and FY21 capital budget and
provide additional direction to staff as necessary regarding the contents of the draft
operating and capital budgets, for final adoption on June 26, 2020 and forward the
budget to the full Board for initiation at the Public Hearing.

1. DISCUSSION/BACKGROUND

e The Board of Directors must adopt the Final FY21 and FY22 operating budget and
FY21 capital budget by June 30, 2020. The Draft FY21 and FY22 operating budget
and the FY21 capital budget are presented this month for Board and public review.
A public hearing will be scheduled for 9:15 am or a soon thereafter as possible,
during the June 26, 2020 board meeting.

On June 28, 2019, the Board adopted the Final FY20 and FY21 operating budget.
METRO produces a 2-year rolling budget. This budget revises the June 2019 FY21
budget and presents a new FY22 operating budget.

A budget workshop with the Unions is scheduled on May 6, 2020 to answer
questions about the two-year draft FY21 and FY22 operating budget and the FY21
capital budget and to obtain input from our union partners.

A. Operating Revenues

Operating revenues total $57,263,399 in FY21 and $57,203,307 in FY22 (inclusive
of transfers). Major operating revenue assumptions in the preliminary FY21 budget
over the FY20 final budget, adopted in June 2019, include:

e Passenger Fares — decrease of 2.2% or ($54K). The budget projection is
based on projected FY20 passenger fares revenue of $2.4M and no
anticipated increase in ridership in FY21.

e Special Transit Fares — decrease of 0.8% or ($48K) is due to no anticipated
increase in student enroliment and ridership for fixed routes that serve UCSC. No
contract increase is anticipated and/or budgeted for Cabrillo in FY21.

e Highway 17 Fares — increase of 0.1% or $2K. The budget projection is
based on projected FY20 Highway 17 fares revenue of $1.5M and an
anticipated 2% decrease in FY21, reflecting recent trends in Highway 17
ridership.

e Highway 17 Payments — decrease of 3.5% or ($19K) due to an anticipated
decrease in the VTA bill for the year. (VTA will no longer be billed for ECO
Pass boardings, as this is no longer be a valid fare on the Hwy 17 after
December 31, 2019.)

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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Advertising Income — increase of 25% or $69K. The projection is based on
estimates from a new bus advertising company and the expectation to
significantly increase advertising, provided the new contract is awarded
before the start of the new fiscal year.

Rent Income — decrease of 8.3% or ($15K), based on an anticipated FY20
actual rent income of $163K and CPI increase in FY21, when applicable.

Interest Income — increase of 175% or $175K, based on current (FY20)
trends. (Average cash balance at the County Treasury being much higher
than budgeted.)

Other Non-Transportation Revenue — increase of 489% or $146K due to a
parking agreement for the Scotts Valley Transit Center and Park and Ride
Facility.

1979 Gross Sales Tax (1/2 cent) — decrease of 1.0% or ($229K) due to a
potential unfavorable FY20 budget variance for the year and the general
economic outlook for 2020 and 2021.

2016 Net Sales Tax (Measure D) — increase of 4.2% or $142K. The projected
increase reflects recent trends in Measure D tax revenues received by METRO.

Transportation Development Act (TDA-LTF) - increase of 1.3% or $97K, as per
most recent TDA claim submitted to RTC.

FTA Sec 5307 — Operating Assistance - increase of 3.2% or $142K, as per
current budget projections from the Federal Transit Administration (FTA) — 2020
Apportionment Table updated in February 2020.

FTA Sec 5311 — Rural Op Assistance - increase of 7.4% or $13K as per current
budget projections from the Federal Transit Administration (FTA).

STIC — increase of 3.2% or $84K as per current budget projections from the
Federal Transit Administration (FTA).

TDA — STA — Operating (includes SB1) — decrease of 0.8% or ($37K), reflecting
most recent estimates (January 2020) from the State Controller’s Office (SCO).

Fuel Tax Credit — increase 12.1% or $38K based on anticipated CNG usage in
FY21.

Moderate increases in most Operating Revenue Sources are budgeted in FY22,
such as:

1979 Gross Sales Tax (1/2 cent) — increase of 1.0%.
2016 Net Sales Tax (Measure D) — increase of 1.0%.
Transportation Development Act (TDA) - increase of 3.0%.

FTA Sec 5307 — Operating Assistance - increase of 2.2%.
STIC — increase of 2.2%.

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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B. Operating Expenses

Operating expenses total $55,043,433 in FY21 and $56,891,843 in FY22. Major
operating expense’s assumptions in the preliminary FY21 budget over the FY20
Final budget, adopted in June 2019, include:

e Personnel Expenses (Labor and Fringe Benefits) increased by 7.5% or
$3,180K.

e Non-Personnel Expenses increased by 1.5% or $146K.

Personnel Expenses:

Personnel Expenses (Labor and Fringe Benefits) increase by 7.5% or $3,180K
primarily due to:

o Wage Increases (1.5% for SEIU and 3% for SMART) and contractual obligations
(step and longevity increases)

o Increase in CalPERS retirement employer contribution from 29.4% in FY20 to
32.8% in FY21, as per CalPERS actuarial information.

o Budgeted increase in the medical insurance premiums for 2021: 5% (based on
the average increase in the two main HMO plans for the last 5 years).

Anticipated increases are offset by:
o Planned reduction in overtime, when possible

o Possible reduction in FTEs (Full Time Equivalents; 2 FTEs — vacant positions) in
the Customer Service and Purchasing Departments due to consolidation of
duties and streamlined work processes.

Non — Personnel Expenses:

Non-Personnel Expenses increase by 1.5% or $146K primarily due to:

o Mobile Materials & Supplies — increase 7.4% or $196K due to anticipated
increases in Fuel & Lubricants Rev Vehicle and Parts in the Fleet Maintenance
Department.

o Interest Expense — increase by 443.2% or $142K due to additional interest
payments on a capital lease for 14 buses.

Above increase is offset by anticipated budget reductions in the following category:

o Services — decrease of 4.8% or ($190K) primarily due to significant reduction in
Prof/Tech Fees in the Planning Department (Alternative Service Model Study).

Major Operating Expense assumptions in the preliminary FY22 budget over the
FY21 budget include:

Personnel Expenses (Labor and Fringe Benefits) increase by 4.5%

o Wage Increases (2.5% for SEIU and 2.25% for SMART) and contractual items
(step and longevity increases).

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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o Projected increase in retirement as per CalPERS Annual Valuation Reports:
34.5%

o Anticipated increase in medical insurance premiums: 5%, effective in January
2022.

Non-Personnel Expenses decrease by -1.9% primarily due to services
(Prof/Technical Fees).

Transfers & Operating Balance
Transfers total $2,219,967 in FY21 and $311,464 in FY22. Assumptions in the
preliminary FY21 budget over the FY20 Final budget, adopted in June 2019, include:

o Transfers to Capital Budget decrease by 4.4% or ($105K). The transfer is
consistent with the goal to honor our commitment to the Capital Budget and
maintain assets in a state of good repair by committing $3.0M each year ($2.3M
from the Measure D and TDA-STA transfer from Operating, and $0.7M from the
TDA-STA-SGR that goes directly to the Capital Budget).

e Transfers to/(from) Operating and Capital Reserve Fund/Operations
Sustainability Reserve decrease by 101.7% or ($2,625K) primarily due to
anticipated increases in personnel expenses in FY21, coupled with moderate
increases in Revenue Sources, primarily Sales Tax. Excess operating funds,
when available, should be dedicated to the funding of additional payments to
METRO’s Unfunded CalPERS Liability (UAL) and Other Post-Employment
Benefits (OPEB).

There are no significant changes in the budgeted Transfers & Operating Balance in
FY22, with the exception of the transfers to the Operating and Capital Reserve
Fund: 4,239% decrease due to the need to meet our commitment to the Capital
Budget and transfer funds from the Operating and Capital Reserve/Operations
Sustainability Reserves to the Capital Budget.

Capital Budget
The FY21 Capital Budget as shown in Attachment D totals $29,189,900.

The current FY21 Capital budget consists primarily of ongoing projects rolled
forward from FY20, funded by a variety of sources that are further detailed on
Attachment D.

In FY18, a new capital budget funding strategy was adopted by the Board that
results in $3M per year being dedicated to the annual capital budget. This new
strategy created the “Bus Replacement Fund” and establishes consistent annual
transfers of STA-SB1 funds and Measure D funds to the capital budget that are
needed to provide funding and stability for the required local match for obsolete
fixed-route buses and Paratransit vehicles. Annual unspent Measure D and STA-
SGR funds will ‘accumulate’ in the Bus Replacement Fund until they are allocated to
specific projects and spent on new replacement buses and vans.

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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The following amounts are dedicated to the Bus Replacement Fund in FY21:

e (2016 Net Sales Tax) — Measure D - $2,102,933 (transfer from Operating budget)
e STA-SB1 - $162,058 (transfer from Operating budget)

e STA-SGR - $735,009 (goes directly to the capital budget)

 Total = $3,000,000

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

Ongoing — METRO Owned ParaCruz Facility Project — $2.3M from the Operating
& Capital Reserve Fund. The project is identified as critical to move the agency
forward towards a sustainable future, in support of the METRO 10-Year Strategic
Business Plan, and was approved by the Board on November 15, 2019.

Ongoing — Pacific Station/Metro Center Redevelopment with the City of Santa
Cruz — $4M, over four years, from the Bus Replacement Fund , toward the
redevelopment of the facility in conjunction with the City of Santa Cruz.

Ongoing - Pacific Station Conceptual Design Project — Based on a
recommendation from the Capital Projects Standing Committee on April 19, 2019
the full Board directed the CEO/General Manager on April 26, 2019 to initiate
formal negotiations with the City of Santa Cruz on a possible Pacific Station
redevelopment partnership. The Project is funded with Federal: $121K and STA-
SB1:$30K funds.

Ongoing — Financial Management Software — The current financial system was
purchased in the late 1990’s, more than 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 $800K budgeted includes $50K for
consulting, funded from the Operating & Capital Reserve Fund.

Ongoing — Facilities Upgrades and Improvements

o Maintenance Yard — Security Hardening and Expanded Parking - $950K
from the Operating & Capital Reserve Fund. This is Phase | of the project:
Engineering Analysis to address items, such as assessment of sink hole,
draining problems, underground river water, utility lines, demolition of
house and removal, recommendation of concrete or asphalt for lot, etc.

o Maintenance Facility Roof Replacement - $450K, Federal funds.

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. The fuel system will be used to track vehicle mileage,
monitor fuel and fluid usage, schedule preventive maintenance and
reconcile fluids, etc. The project is funded with Federal: $180K and
Operating & Capital Reserve Funds: $8K.

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET

7.6



Board of Directors
May 08, 2020
Page 7 of 9

o Bus Stop Improvements — refurbish approximately 60 used bus stops
acquired from VTA . The project is funded with Federal funds: $125K.

»= Ongoing — Vehicle Replacement Projects — METRO has been awarded grants
from a variety of Federal, State and local agencies to replace aging revenue and
non-revenue (service) vehicles including:

= Electric Buses (7) + Infrastructure and Project Management
= CNG Bus Replacements (8)

= CNG Bus Replacements (17): Capital Lease

= ParaCruz Van Replacements (10)

e Six of the seven electric bus replacements are in alignment with
METRO'’s strategy to begin replacing its fossil-fueled bus fleet with all-
electric buses.

e The one additional electric bus will be assigned/dedicated to the
Watsonville service area.

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

* 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.

STRATEGIC PLAN PRIORITIES ALIGNMENT
This report pertains to METRO’s Financial Stability, Stewardship & Accountability.
FINANCIAL CONSIDERATIONS/IMPACT

The proposed two-year FY21 and FY22 Operating Expenses (Attachment B) total
$55,043,433 in FY21 and $56,891,843 in FY22. In addition, METRO will be transferring
$2.3M in FY21 and FY22 to the Capital Budget and $0.05M and $2.0M from the
Operating Sustainability Reserve Fund for a total budget of $57,263,399 in FY21 and
$57,203,307 in FY22. This is a draft budget, which reflects recent (pre-COVID 19) data
regarding revenues and expenses. The final two-year budget will be presented to the
Board on June 26, 2020.

The FY21 Capital Budget — Attachment D totals $29,189,900. This amount includes
capital-funded projects rolled over from the prior year that have yet to be completed.

Due to the COVID-19 pandemic, significant reductions in all forms of revenues,
particularly in passenger & special transit fares and sales tax based revenue sources
are anticipated. A number of budget balancing actions will be considered and analyzed,
as more information becomes available in the next few months.

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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VI.  ALTERNATIVES CONSIDERED

There are no recommended alternatives at this time. Staff recommends that the
Finance, Budget and Audit Standing Committee review input on the draft FY21 and
FY22 Operating Budget and FY21 Capital Budget and provide additional direction to
staff as necessary regarding the contents of the Operating and Capital Budgets.

VIl.  ATTACHMENTS

Attachment A: Presentation on FY21 & FY22 Operating Budget and FY21 Capital

Budget
Attachment B: FY21 and FY22 Operating Budget
Attachment C: Authorized and Funded Personnel

Attachment D: FY21 Capital Budget
Attachment E: Unfunded Capital Projects as of 04-30-2020

Prepared By: Kristina Mihaylova, Sr. Financial Analyst/Acting Finance
Deputy Director

REVIEW OF FY21 AND FY22 OPERATING BUDGETS AND FY21 CAPITAL BUDGET
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IX. APPROVALS:

Approved as to fiscal impact: [/sz / O%
Angela Aitken, Chief Financial Officer o1l4q o

/
Alex Clifford, CEO/General Manager M
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Attachment E

10 year METRO Unfunded Capital Projects - Summary

5-yr need | 10-yr need
Category (000s) (000s)
Construction $ 72,125|$ 147,475
Vehicle State of Good Repair (SGR) $ 28825|% 33,195
Facilities Maintenance $ 6,045 | $ 9,170
Information Technology (IT)/Communications $ 7,321 | $ 7,321
Total $ 114316 |$ 197,161
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	SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO) FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA MEETINGMAY 8, 2020 – 8:00AMMETRO ADMIN OFFICES110 VERNON STREETSANTA CRUZ, CA 95060
	MEMBERS OF THE PUBLIC MAY NOT ATTEND THIS MEETING IN PERSON.
	COMMITTEE ROSTER
	MEETING TIME: 8:00AM
	1 CALL TO ORDER
	2 ROLL CALL
	3 ORAL AND WRITTEN COMMUNICATIONS TO THE FINANCE, BUDGET & AUDIT STANDING COMMITTEE
	4 ADDITIONS OR DELETIONS FROM AGENDA/ADDITIONAL DOCUMENTA-TION TO SUPPORT EXISTING AGENDA ITEMS
	5 COVID-19 TRANSIT FISCAL CRISIS ORAL REPORT
	6 MONTHLY FINANCIAL UPDATE
	7 REVIEW AND RECOMMEND APPROVAL OF SANTA CRUZ METRO'S FY21 AND FY22 DRAFT OPERATING BUDGET, FY21 CAPITAL BUDGET AND A RESOLUTION SETTING A PUBLIC HEARING ON JUNE 26, 2020
	8 ADJOURNMENT



