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SANTA CRUZ

METRO

SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO) FINANCE, BUDGET
AND AUDIT STANDING COMMITTEE AGENDA REGULAR MEETING
FEBRUARY 12, 2021 — 8:00AM

DUE TO COVID-19, THE FEBRUARY 12, 2021 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 the passcode (864205) or by calling 1-669-900-9128 Meeting ID 876 8927 4832

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 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

Kristina Mihaylova METRO Finance Deputy Director

Margo Ross METRO COO

John Urgo METRO Planning & Development Director

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/87689274832?pwd=RnlEci9yNWgwaUxERFdlNCtTOE16QT09
mailto:boardinquiries@scmtd.com
http://www.scmtd.com/
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February 12, 2021
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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 DOCUMENTATION TO
SUPPORT EXISTING AGENDA ITEMS

MONTHL Y|FINANCIAL UPDATE
Kristina Mihaylova, Finance Deputy Directoﬂ

FY22 & FY23 PRELIMINARY OPERATIONS BUDGET ASSUMPTIONS‘
ristina Mihaylova, Finance Deputy Dlrect0|1

N [ [

KEY PERFORMANCE INDICATORS (KPI) REPORT FOR 2\P QUARTER FYZJJ
THROUGH DECEMBER 31, 2020|
Kristina Mihaylova, Finance Deputy Dlrectod

CONSIDERATION OF TEMPORARY FARE REDUCTION‘
John Urgo, Planning and Development Dlrectoq

[oo]

COVID-19 UPDAT
Alex Clitfford, CE

[©]

10 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
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DATE:
TO:

FROM

Santa Cruz Metropolitan
Transit District

~—ag™”

SAMTA CRUE

METRO

-

February 12, 2021
Finance, Budget and Audit Standing Committee

: John Urgo, Planning and Development Director

SUBJECT: CONSIDERATION OF TEMPORARY FARE REDUCTION

RECOMMENDED ACTION

That the Finance, Budget and Audit Standing Committee review and

recommend that the Board of Directors consider a proposal to temporarily

reduce fares for up to a six month period

SUMMARY

e The COVID-19 pandemic triggered a steep decline in ridership and fare
revenue beginning in March 2020 from which the Santa Cruz Metropolitan
Transit District (METRO) has yet to recover.

e Agencies around the country have differed in their responses to the need to
balance revenue loss with ridership and equity considerations, with some
electing to increase fares and others choosing to eliminate fares altogether.

e Staff recommends a hybrid approach: a temporary fare reduction to last up to
six months consisting of a 50% discount on adult and youth regular fares, and
free fares for riders with an eligible discount card.

e Staff projects this proposal could increase ridership by 20%, while lowering
the financial burden of transportation for customers who need it most.

e Fare box revenues are expected to decrease 56%, or $200,000, over the six-
month period with implementation of the fare reduction.

DISCUSSION/BACKGROUND

The sustained drop in ridership due to COVID-19 has resulted in considerable
fare revenue loss for transit agencies around the country. Responses to the need
to balance loss of revenue without further burdening or deterring transit riders
have varied from agency to agency:

e Some agencies, such as San Diego’s North County Transit District (NTCD)
and Metropolitan Transit System (MTS), are planning fare increases to help
balance their budgets.
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e Others, such as the San Francisco Municipal Transportation Agency (SFMTA)
and the Southeastern Pennsylvania Transportation Authority (SEPTA), have
postponed previously planned fare increases.

e A growing number of smaller and rural transit agencies have extended fare
free policies that began with the pandemic, or are considering eliminating
fares once again. Prior to the pandemic, Kanas City became the first
metropolitan area in the United States to implement fare-free transit, starting
in stages with veterans, then students, and then extending the policy to all
riders. Los Angeles Metro is also studying whether to go fare free, which
would make it the largest transit agency in the world to do so.

Deciding whether to increase, decrease or maintain fares requires a
consideration of ridership, revenues and equity. Ridership impacts are evaluated
using fare price elasticity, or the percentage change in consumption resulting
from a 1 percent change in price. A frequently used rule-of-thumb in the industry
is that each 3 percent fare increase reduces ridership by 1 percent. San Diego’s
planned fare increase of 10%, for example, could result in a ridership loss of 3%
but a fare revenue increase of 6%. The revenue increase, despite ridership loss,
is due to the fact that demand for transit with respect to price is relatively
inelastic.

This oversimplification misses some important nuance. First, the effects of price
changes vary considerably by individual circumstances, such as trip purpose,
time of day, income, age and car ownership. Price changes also tend to have
limited impact on ridership in the short run, as riders do not have time to adjust
their behavior. This is particularly true for transit systems that serve so-called
transit dependent riders, or those who simply choose transit regularly over other
options. Bringing about greater changes in ridership in the short term requires a
more significant change in price. There is also evidence that free fares have a
greater impact on ridership than reducing fares (as evidenced by recent
experience in Corvalis, Oregon, or the establishment of free fare zones in
Portland and Seattle during the 1980’s and 90’s). However, a recent report by the
Transit Cooperative Research Program (TCRP Synthesis 121) finds consensus
among transit agencies of a preference to avoid free fares, as they exacerbate
potential conflicts with people experiencing homelessness.

While fare reductions may not bring about dramatic increases in ridership over
the short run, there are other perhaps more important rationales for considering
fare reduction policies, particularly as the COVID-19 pandemic rages on.
Foremost of these is equity. Los Angeles Metro, for example, has described its
fare free proposal primarily in terms of equity. Transit riders are disproportionately
low-income and people of color, and these populations are also more likely to be
impacted by the pandemic in terms of their health, employment and economic
security. Lowering the economic burden of transportation expands access to
employment and healthcare opportunities, and puts money back into people’s
pockets than can be spent elsewhere in the economy.

Temporary Fare Reduction
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Title VI of the Civil Rights Act of 1964 requires public transit agencies to evaluate
equity when considering fare changes to avoid or mitigate disparate impacts to
low-income or minority populations. The Federal Transit Administration (FTA)
exempts fare changes enacted because of an emergency (such as COVID-19) or
that last for less than six months from this requirement. The FTA also does not
require a transit agency to document the process in these exempt cases, get
Board of Directors’ (Board) approval prior to implementing the changes, or share
documentation on the changes with FTA. Still, the FTA expects transit agencies
to take reasonable measures to implement temporary service or fare changes
equitably to prevent unintentional discrimination and recommends that agencies
document the rationale in the event someone files a complaint.

Temporary Fare Reduction Proposal

In order to balance the equity, ridership and revenue considerations discussed
above, staff proposes a temporary 6-month fare reduction to begin March 4 with
the scheduled spring service adjustments.

Staff recommends setting the temporary fares as follows:

e Adult and Youth: 50% discount across all fare categories

e Discount Fare: Free with valid Discount Photo ID.

Setting temporary fares in this way supports the following goals:

e Ridership: Based on an average fare price elasticity of -0.33, a 50% reduction
in adult and youth fares could result in a 17% increase in ridership, while free
fares for discount eligible riders could increase ridership 33%, for an overall
projected increase of 20%. With ridership down 85%, this is a gain of three
percentage points compared to pre-COVID levels. While this may seem
small, staff believes it is important to support the return of ridership to
METRO.

e Equity: METRO customers are disproportionately low-income, with more than
60% of riders reporting a household income below $24,000, according to the
2019 Onboard Survey. As the COVID-19 pandemic continues to take its toll
on the economy and public health, reducing fares can help lower the financial
burden of transportation for Santa Cruz County residents who need it most.

e Regional recovery: Lowering the financial burden of transportation can also
help support regional economic recovery efforts from the COVID-19
pandemic, expanding access to economic opportunity and putting money
back in riders’ pockets that can be spent on other goods and services. Gains
in transit ridership also have other regional benefits, leading to reduced
congestion, greenhouse gas emissions and local air pollution.

Disadvantages of this proposal include:

e The cost to implement the new fare structure, which includes reprogramming
fare boxes, ticket vending machines and customer service terminals.

Temporary Fare Reduction
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VI.

e The need to print new fare tables for distribution at transit centers, in printed
material and onboard buses.

e Potential ridership loss at the end of the temporary fare reduction period.

e Fare revenue loss (although staff notes that fare box revenue is already down
68%, so the impact is relatively minor).

e Potential free rider problem. However, customers boarding free will be
required to show proof of discount eligibility.

Implementation

The FTA does not require Board approval or a Title VI fare equity analysis to
implement the changes described above. Staff will evaluate the effects of the fare
change on ridership, revenues and equity at the end of the six-month pilot period
and make a determination whether to request that the Board extend the policy
and triggering a Title VI fare equity analysis.

STRATEGIC PLAN PRIORITIES ALIGNMENT

This item aligns with the Financial Stability, Stewardship & Accountability and
Service Quality and Delivery strategic priorities.

FINANCIAL CONSIDERATIONS/IMPACT

The Fiscal Year 2020-2021 budget projects $711,300 in passenger fare box
revenues. This takes into account a projected 62% decline compared to pre-
COVID levels. Staff estimates the temporary fare reduction would result in a 56%
decrease in fare box revenue during the six-month term. This is composed of a
100% loss in discount fare revenue and a 42% loss in regular fare and pass
revenue (calculated by multiplying the 17% ridership increase by the 50%
decrease in fare), for a total estimated loss of $200,000.

There is an additional cost of $1,800 associated with reprogramming the fare
boxes, ticket vending machines and customer service terminals. There is also
significant staff time involved in the reprogramming process. METRO would incur
this cost again at the end of the pilot period.

ALTERNATIVES CONSIDERED

The Board could consider raising fares to help make up for lost fare revenue.
Staff does not recommend this option as it would further depress ridership and
could result in a disproportionate impact to low-income riders.

The Board could also consider eliminating fares entirely. Staff does not
recommend this option as it would result in fare revenue loss of $355,000 over
the pilot period. Recent experience also suggests that free fares could
exacerbate potential problems with people experiencing homelessness. Staff

Temporary Fare Reduction
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believes the free fare for discount eligible riders provides a meaningful benefit for
METRO’s most vulnerable riders while providing a mechanism for enforcement.

VIl.  ATTACHMENTS

None.

Prepared by: John Urgo, Planning and Development Director

Temporary Fare Reduction
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VIll. APPROVALS

John Urgo, Planning & Development
Director

Approved as to fiscal impact:
Kristina Mihaylova,
Finance Deputy Director

Alex Clifford, CEO/General Manager

Temporary Fare Reduction
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