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SANTA CRUZ

METRO

SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO)
FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA REGULAR MEETING
JUNE 11, 2021 — 8:00AM

DUE TO COVID-19, THE JUNE 11, 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 (886268) or by calling 1-669-900-9128 Meeting ID 876 8601 8404

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 Shebreh Kalantari Johnson City of Santa Cruz

Director Manu Koenig County of Santa Cruz

Director Donna Lind City of Scotts Valley

Director Mike Rotkin County of Santa Cruz

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

Chuck Farmer METRO CFO

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/87686018404?pwd=dDJ6UU9XOE1sYzRGMkppMXVIaFgrQT09
mailto:boardinquiries@scmtd.com
http://www.scmtd.com/
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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.

ADDITIONS OR DELETIONS FROM AGENDA/ADDITIONAL DOCUMENTATION TO
SUPPORT EXISTING AGENDA ITEMS

CONSIDERATION OF AUTHORIZING THE CEO TO EXECUTE A 2NP AMENDMENﬂ
EXTENDING THE CONTRACT WITH HANSON BRIDGETT FOR 7 YEARS
lex Clifford, CEO/General Manager|

REVIEW UNCASHED CHECK POLIC
Kristina Mihaylova, Deputy Finance Director

MONTHLY FINAN_CIAL UPDATE]
huck Farmer, CFO|

REVIEW & RECOMMEND ADOPTION OF THE FINAL FY22 & FY23 BUDGETI
huck Farmer, CFO|

ORAL INTRODUCTION OF THE ENTERPRISE RESOURCE PLANNING (ERP)‘
PROJECT]
Chuck Farmer, CFQ|

CEO ORAL REP_ORT / COVID-19 UPDATH
Alex Clifford, CEQ|

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 accommaodation, 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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SANTA CRUZ
METRO

DATE: June 11, 2021 v

TO: Finance, Budget & Audit Standing Committee

FROM: Alex Clifford, CEO/General Manager

SUBJECT: CONSIDERATION OF AUTHORIZING THE CEO TO EXECUTE A 2N\P
AMENDMENT EXTENDING THE CONTRACT WITH HANSON
BRIDGETT FOR 7 YEARS

RECOMMENDED ACTION

That the Finance, Budget & Audit Standing Committee review and
recommend the Board of Directors authorize the CEO/General Manager to

execute an amendment extending the Hanson Bridgett legal services

contract for seven years and at the rates reflected in this report

. SUMMARY

e Following a competitive procurement, on January 1, 2017 the Santa Cruz
Metropolitan Transit District (METRO) discontinued in-house General Counsel
services and contracted for General Counsel and other legal services with
Hanson Bridgett, LLP (Hanson Bridgett).

e The base contract was five years, and provided that it could be extended by
mutual agreement.

e Hanson Bridgett offers a cadre of specialized attorneys who assist in
METRO'’s various legal needs, some of which provide their service under the
General Counsel base fee.

e Hanson Bridgett held their monthly “flat fee” for General Counsel Services
constant for all five years of the contract and did not exercise the annual
Consumer Price Index (CPI) increase provision as they could have after the
first two years. However, fee-based services for services outside the General
Counsel services did escalate annually after the first two years.

e Lead by General Counsel, Julie Sherman, Hanson Bridgett has performed
their duties very well under this contract; therefore, staff is recommending a
seven year contract extension.

e Given the quality of the service provided, the CEO requests the Finance,
Budget & Audit Standing Committee review and recommend the METRO
Board of Directors (Board) authorize a seven-year contract extension be
effective July 1, 2021, with the changes outlined in this report.
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DISCUSSION/BACKGROUND

In 2016, following the retirement announcement of the former in-house General
Counsel, the METRO Board authorized the CEO to engage a competitive
procurement for contract General Counsel and other legal services. The process
resulted in several firms being interviewed and a final recommendation that
Hanson Bridgett be awarded the contract. The five-year contract commenced on
January 1, 2017.

Over the past five-years, Julie Sherman has functioned as METRO'’s General
Counsel, leading a General Counsel support team of specialized attorneys. The
CEO and the Board have been pleased with the service provided. In addition,
METRO has contracted with Hanson Bridgett for fee-based services such as
labor negotiations, litigation, PERS, labor arbitration and other specialized legal
support.

The contract with Hanson Bridgett provided for an annual CPI rate increase after
the first two years of the contract for both the flat rate General Counsel Services
and fee-based services. Hanson Bridgett has held the General Counsel monthly
fee constant for the full five years. They did, however, increase the attorney
rates for fee-based services annually after the first two years of the contract. In
the way of a partial offset for not increasing the General Counsel monthly flat
rate, METRO agreed in 2019 to relieve the General Counsel of the contractual
obligation to hold office hours. Staff has found both teleconferencing and video
conferencing to be a sufficient alternative to office hours.

Under this recommendation, the contract extension will be effective July 1, 2021.

Given the quality of the service provided, the CEO requests that the Finance,
Budget and Audit Standing Committee review and recommend the Board
authorize a seven-year contract extension with the following changes:

Flat Rate General Counsel Services

CPI Monthly Annual

FY Adj Rate Total
FY22 $26,500 $318,000
FY23 2.5% $27,163  $325,956
FY24 2.6% $27,870  $334,440
FY25 2.7% $28,552  $342,624
FY26 2.8% $29,277  $351,324
FY27 2.9% $30,126  $361,512
FY28 3.0% $31,030  $372,360

NOTE: CY21 = $24,000/month

Fee-Based Other Services - See Attachment B

Contract Extension — General Counsel and other legal services
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V.

VI.

VII.

STRATEGIC PLAN PRIORITIES ALIGNMENT
This contract aligns to the following strategic priorities:

e Financial Stability, Stewardship & Accountability

FINANCIAL CONSIDERATIONS/IMPACT

General Counsel Services and other legal services will be billed at the rates
reflected in Section Il above and budgeted annually within the METRO budget
process. The CEO will be responsible for providing a budget for these services.
The annual budget will be identified under the District Counsel budget — 1700,
Legal Services (503033) account.

Since this is a multi-year contract, the CEO will be accountable for budgeting the
cost in future years, including any options exercised.

ALTERNATIVES CONSIDERED

e The Board could allow the current contract to run out and revert to hiring an
in-house General Counsel. This alternative is not recommended since an in-
house General Counsel would be a “generalist” and would not provide the
same cadre of support legal expertise as METRO currently receives today
through Hanson Bridgett.

e The Board could direct staff to immediately initiate a competitive procurement
for General Counsel and other legal services. This alternative is not
recommended since Hanson Bridgett’'s fee structure seems reasonable and
there is great value in retaining the knowledge Hanson Bridgett has
accumulative over the last 4.5 years.

ATTACHMENTS

Attachment A: Second Amendment to Contract No. 17-08 for General
Counsel and Legal Services

Attachment B: Hanson Bridgett 2021 Rates

Prepared by: Alex Clifford, CEO/General Manager

Contract Extension — General Counsel and other legal services
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Vill. APPROVALS

Approved as to fiscal impact: W
Chuck Farmer, CFO /A—/
A |

Alex Clifford, CEO/General Manager /,4/4/%/—\

Contract Extension — General Counsel and other legal services 5 4
n



Contract 17-08 Amendment 2 AttaCh ment A

SANTA CRUZ METROPOLITAN TRANSIT DISTRICT
SECOND AMENDMENT TO CONTRACT NO. 17-08
FOR GENERAL COUNSEL AND LEGAL SERVICES

This Second Amendment to Contract No. 17-08 for General Counsel and Legal Services
is made effective on July 1, 2021 between the Santa Cruz Metropolitan Transit District
(“Santa Cruz METRO”), a political subdivision of the State of California, and Hanson
Bridgett LLP (“Contractor™).

I.  RECITALS

1.1 Santa Cruz METRO and Contractor entered into a Contract for General
Counsel and Legal Services (“Contract”) for a five year term on January 1,
2017.

1.2 The Contract is due to expire on December 31, 2021.
1.3 The Contract allows for extension upon mutual written consent.

1.4 Santa Cruz METRO and Contractor desire to amend the Contract to extend the
contract term.

Therefore, Santa Cruz METRO and Contractor amend the Contract as follows:
Santa Cruz METRO and Contractor agree as follows:

Il. TERM
2.01 Article 4.01 is replaced in its entirety by the following:
The term of this Contract shall be from January 1, 2017 through July 1, 2029

I11l. COMPENSATION
3.01 Article 5.01 is replaced in its entirety by the following:

Under the terms of the Second Amendment, Santa Cruz METRO shall
compensate Contractor in an amount not to exceed the amount/rates agreed
upon by Santa Cruz METRO in Exhibit D to the Contract. Santa Cruz
METRO shall reasonably determine whether work has been successfully
performed for purposes of payments. Compensation shall be made within thirty
(30) days of Santa Cruz METRQO’s approval of Contractor’s written invoice for
said work. Contractor’s maximum compensation for monthly retainer services
shall not exceed the amount set forth in Exhibit D to the Contract. Special
counsel services will be paid at the labor rates set forth in Exhibit D to the
Contract, with the understanding that the annual maximum amount payable
under this Contract will be set forth during Santa Cruz METRO’s annual
budgeting process. This amount will be provided to Contractor. If Contractor

SA.1
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exceeds the annual maximum amount payable under this Contract, they do so
at their own risk

This amount is established for Santa Cruz METRQO’s budgetary purposes and
does not constitute a contractual commitment by Santa Cruz METRO to retain
Contractor to such an extent, nor a commitment by Contractor to provide all
required services within the amount so established. However, Contractor may
not provide services that are billable to Santa Cruz METRO in an amount
exceeding the amount of the total consideration provided above unless
approved in advance by written amendment to this Contract.

IV. INCORPORATED DOCUMENTS AND APPLICABLE LAW

4.01 Article 2.01 Documents Incorporated in this Contract is replaced in its entirety
by the following:

The documents listed below are attached to this Contract and by reference made
a part hereof. This is an integrated Contract. This writing constitutes the final
expression of the parties’ Contract, and it is a complete and exclusive statement of
the provisions of that Contract, except for written amendments, if any, made after
the date of this Contract in accordance with Section 11.15 of the General
Conditions to the Contract.

A. Exhibit A: Santa Cruz METRO’s “Request for Proposals” dated October 31,
2016.

B. Exhibit B: Contractor’s Proposal to Santa Cruz METRO for General Counsel
and Legal Services, signed by Contractor and dated November 14, 2016.

C. Exhibit C: Clarifications to the Scope of Services and Consultant’s final
negotiated and agreed upon Fee Proposal.

D. Exhibit D: Hanson Bridgett 2021 Rates effective July 1, 2021 to Santa Cruz
Metropolitan Transit District.

REMAINING TERMS AND CONDITIONS

All other provisions of the Contract that are not affected by this Amendment shall
remain unchanged and in full force and effect.

V. AUTHORITY
Avrticle 8 is amended to include the following language:

Each party has full power to enter into and perform this Second Amendment to
the Contract and the person signing this Second Amendment on behalf of each
has been properly authorized and empowered to enter into it. Each party

2 S5A.2

17474960.1



Contract 17-08 Amendment 2 AttaCh ment A

further acknowledges that it has read this Second Amendment to the Contract,
understands it, and agrees to be bound by it.

Signed on

Santa Cruz METRO -
SANTA CRUZ METROPOLITAN
TRANSIT DISTRICT

Alex Clifford, CEO/General Manager

Contractor —
HANSON BRIDGETT LLP

Julie Sherman, Partner

’ S5A.3
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Attachment B
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~) HansonBridgett

Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

Core General Counsel Services — Flat Rate $26,500 per month

Core General Counsel Services provided under the Flat Rate include, but are not limited to, the
following:

1. Two hours of onsite training every quarter. Trainings may include any number of topics such as
privacy issues, data breaches, Brown Act reporting requirements, sexual harassment training
for supervisors, and wage and hour reporting and classification, and employee benefits.

2. Providing the CEO with periodic telephonic and email support from senior Partners in the firm’s
public agency practice group, for advice and consultation on public agency issues. It is
anticipated that these services will be limited to periodic advice and other de minimus effort but
would not involve major projects.

3. Legal counsel to the Agency and the Board of Directors (Board) and assist the Board in any
matters pertaining to the CEO contract.

4. Assure that matters considered and acted upon by the Board do not violate state, federal and
local laws, rules, regulations and statutes, and that the Board operates with the constraints of
the Ralph M. Brown Act.

5. Review and offer legal counsel to the Board and/or CEO on the Board Agenda prior to posting.

6. Lead counsel shall prepare for and attend all regular monthly and special meetings of the Board
of Directors, including Standing Committee meetings and Ad Hoc Committee meetings. The
Board of Directors meets once a month on the fourth Friday of the month. The meeting date is
adjusted in May, November and December due to the holidays. The Board has three Standing
Committees, which may or may not meet each month and are attempted to be scheduled on the
second Friday of the month. From time-to-time the Board establishes single purpose Ad Hoc
Committees. Ad Hoc Committees generally wrap-up their delegated tasks within 2 — 5 meetings,
each lasting no more than two-hours.

7. Review and offer corrections to all Board Meeting Minutes.

8. Preparation, review and adoption of legal opinions, contracts, memoranda, resolutions,
ordinances, By-laws, legal correspondence, and policies, as requested by the Board of
Directors, the CEO/General Manager, or authorized agency staff.

5B.1
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Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

9. Maintain knowledge of issues facing Santa Cruz METRO and be prepared to offer legal advice
and counsel to the CEO and the management staff regarding various aspects of operating a
transit agency.

10. Be available by phone (conference call) to participate from time-to-time in management staff
discussions on specific subject matter.

11. Provide direction and supervision of the legal work of Santa Cruz METRO'’s Paralegal, or other
legal department staff, under a matrix (dotted-line) reporting relationship.

12. Assist Santa Cruz METRO in providing advice and counsel relative to various state and federal
grants, the grant process and grant compliance.

13. Provide day-to-day legal counsel as needed relative to contract and non-represented
employees on labor and employment matters, including labor law, labor conflicts and disputes.

Special Counsel Services — Hourly Rate

For services outside the core General Counsel Services we will charge hourly rates. Our transit law
expertise means we can provide these Special Counsel services with maximum efficiency. We
focus on providing the most efficient legal representation possible by staffing matters appropriately
to maximize the value of each team member's expertise and time and by consulting with the
Agency to ensure that we do only what is needed. The hourly rate structure would apply to the
following services:

1. Providing legal advice and assistance to departments with regard to employee disciplinary
actions and other significant personnel matters;

2. Assisting with labor negotiations;
3. Litigation matters;

4. Environmental review and analyses (note that we imagine many of these costs will be subject to
third party cost recovery—see next bullet);

5. Any matter for which the costs are to be recovered from a third party (to be recovered at the
Standard Rates in the table below, not the Proposed Rate);

6. Complex procurements or contract negotiations beyond the routine practice of the Agency; and

7. Non-routine matters that are agreed upon by the CEO as being outside core General Counsel
Services (examples include, but are not limited to unusual election issues such as tax initiatives,
complex ethics-related matters, unusually complex land use or environmental law issues).

Page 2
15183462.5
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&) HansonBridgett
Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)
Name/Title Practice Hourly Rate
Julie A. Sherman, Partner Public Agency $370
Patrick M. Glenn, Partner Labor $375
Gilbert J. Tsai, Partner Labor $413
Elizabeth (“Liz") J. Masson, Partner Employee Benefits $435
Partner, Counsel, Of Counsel $425
Senior Associate and Senior Counsel $358
Junior Associate $337
Paralegal $208

Any substitution of an attorney in a particular discipline/practice at a rate different than that
reflected in the above will be discussed and mutually agreed upon in advance.

The monthly Flat Rate and Special Counsel Hourly Rates are subject to annual increases,
effective July 1, 2022, as follows:
> FY23: 2.5%
FY24: 2.6%
FY25: 2.7%
FY26: 2.8%
FY27: 2.9%
FY28: 3.0%

YV V V V VY

Page 3
15183462.5
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Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

Santa Cruz Metropolitan Transit District Legal Team

Julie Sherman, Partner

Julie advises local government agencies on a wide variety of legal issues.
Her clients include transportation districts, water districts, and cities. She
also assists public agencies throughout California operating bus, rail and
ferry service.

, Julie’s areas of expertise within the public agency realm are expansive. She
! 4 advises clients on government ethics, governance laws, legislation,
\ A constitutional issues, construction law and civil rights law compliance.

Julie assists clients with Federal Transit Administration, Federal Railroad Administration and
Federal Highway Administration grant conditions, cooperative and funding agreements, Public
Records Act and Brown Act compliance, public procurement and contracting, professional
service agreements, communication site leases, and billboard leases.

Additionally, Julie has experience in public sector contracting issues, including representing
public entities in the area of public works contracts, contract negotiations of all types, and bid
protests relating to complex state and local procurements. She regularly advises public entities
on compliance with federal Buy America requirements.

Julie is passionate about providing pro bono assistance to various organizations and serves as
the Chair of the firm's Pro Bono committee.

Gilbert J. Tsai, Partner
Gilbert represents employers in a variety of employment-related litigation
matters, including single and multi-plaintiff discrimination claims,
harassment claims, wrongful termination claims, and wage and hour
disputes. He has also assisted employers defending against meal and rest
period, and disability discrimination class actions. In addition, Gilbert has

| expertise in traditional labor law covering union negotiations, grievance
~ arbitrations and unfair labor practice claims, and has handled proceedings
¥ Dbefore the National Labor Relations Board and other agencies.

Gilbert counsels employers regarding their personnel policies and decisions to ensure
compliance with state and federal law. He has experience advising employers in all matters
related to employment law, including employee handbooks, FMLA/CFRA and other medical
leave policies, collective bargaining issues, drafting severance and release packages,
reductions in force, employment agreements, and matters involving trade secrets and
confidential information.

Page 4
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Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

Elizabeth (*Liz") Masson

Liz focuses her practice on employee benefits law. She represents public
and private employee benefit plan sponsors and fiduciaries in all aspects of
compliance with the Internal Revenue Code, the Employee Retirement
Income Security Act, the Affordable Care Act, COBRA, HIPAA, and various
federal and state labor and employment laws.

Liz advises governmental and private employers on a variety of legal issues
related to fiduciary duty rules, tax qualification requirements, plan
documents, restatements and amendments, tax reporting, negotiating and
contracting with third-party service providers, participant communications.

Liz has extensive experience working with governmental and private employers, including public
sector retirement systems and active employee and retiree health plan sponsors, in all areas of
plan design, tax-qualification, and administration. She also has experience advising
multiemployer plans and contributing employers, and other collectively bargained plan
sponsors.

Before joining a law firm, Liz served as a law clerk for the National Labor Relations Board's
Division of Judges, and as a legal extern with Region 20 of the National Labor Relations Board.

Patrick M. Glenn, Partner

Pat has extensive experience in labor relations counseling and collective
bargaining negotiations. He handles proceedings before the National Labor
Relations Board and other administrative agencies. Pat has represented
employers in union organizing campaigns, collective bargaining
negotiations and other traditional labor practice areas. He also has first-
chair trial experience as an employment litigator in wrongful termination and
employment discrimination cases.

Pat also has extensive experience counseling employers in the
manufacturing, construction, health care, banking, transportation, restaurant, hotel and service
industries.

Michael N. Conneran, Partner

Michael represents public agencies in matters involving real estate,
transportation, and environmental law. He has played an active role in
several acquisitions of railroad rights-of-way on behalf of public
transportation agencies, including the purchase of the commuter rail line
from San Francisco to San Jose on behalf of the Peninsula Corridor Joint
Powers Board. He also worked on the purchase of the Northwestern Pacific
Railroad right-of-way between Napa and Mendocino counties by a

- consortium of agencies. He has advised public and private railroad clients
with regardlng to regulatory issues arising under federal and state law.

Michael has counseled public agencies with regard to transit-oriented development projects and
has negotiated long-term ground leases and other types of public-private partnerships. He has
also negotiated numerous contracts for the use of public property by telecommunications
companies. Michael has counseled public transit agencies with regard to property management,

Page 5
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Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

construction, environmental issues and compliance with the Americans with Disabilities Act
(ADA).

Michael currently serves as general counsel to the Livermore Amador Valley Transit Authority.
He has also served as the principal assistant to the city attorney of a Bay Area municipality,
where he was responsible for zoning, environmental compliance, code enforcement and
telecommunications regulations. He has extensive experience in the legal obligations of public
agencies under statutes governing access to public records, conflict of interest regulations and
open meeting laws.

Kurt A. Franklin, Partner

Kurt focuses on overseeing complex, multi-party, class action, and civil
rights and impact-litigation defense cases, regularly serving as lead
counsel. In the private sector, he has represented franchisee groups and
entire business communities in complex multi-party lawsuits. And in the
public sector he has appeared before the California Supreme Court to
represent more than 100 California cities and local government entities in
an amicus effort.

Moreover, for almost 20 years, Kurt has advised businesses and state and
local governmental entities about disability access laws. He is well versed in the Americans with
Disabilities Act (ADA), the Unruh Act, the California Disabled Persons Act, Health & Safety
Code sections 19955 et seq., the Fair Housing Act, the Americans with Disabilities Act
Accessibility Guidelines (ADAAG) and the California Access Compliance Building Regulations
(Title 24). Clients seeking Kurt’s help include the State of California, special districts, law firms,
transit systems, schools and colleges, a prominent theater, associations, a management group
that oversees sports stadiums, a major sporting event authority, a major California racetrack, an
animal preserve, restaurants, hotels, clubs, franchisees, commercial building owners,
nationwide and local shopping center owners, hospitals and other health care providers,
apartments, senior communities, general contractors, architects and others. When multiple
defendants are sued by the same plaintiff, Kurt's complex litigation background has led to
unique large defense-side group representations that can help clients minimize defense-side
attorneys’ fees and costs.

Kurt also works with clients to develop disability-access preventative strategies that include
training, preparing responses to informal complaints, coordinating with architects and Certified
Access Specialists (CASps), reviewing agreements with architects and contractors, reviewing
lease and franchise agreements, reviewing purchase agreements, developing due diligence
checklists, system wide audits, and review of insurance policies that might cover access claims.

Further, Kurt regularly advises California employers in wage-and-hour, trade secret,
discrimination, harassment, retaliation, wrongful termination, whistleblower, traditional labor law,
arbitration, collective bargaining, employee privacy, due process and government ethics. He has
deep experience with public employee bargaining, public employee due process, the California
Public Records Act, the Public Safety Officers Procedural Bill of Rights Act, the NLRA, RLA, and
section 13(c) of the Federal Transit Act. In addition, Kurt serves as national employment
counsel for a Silicon Valley based Fortune 500 company, including coordination of outside
litigation counsel in other states.

Page 6
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Santa Cruz Metropolitan Transit District 2021 Rates
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Shayna Mittler van Hoften, Partner

Shayna is the chair of Hanson Bridgett's Public Transit & Transportation
Practice Group. She assists local government agencies with a variety of
legal issues, and non-governmental entities with government-related
challenges and opportunities. Shayna advises public sector clients on
government ethics and governance laws, public procurements, contracting
including negotiating intergovernmental agreements, ADA and other civil
rights compliance, implementation of public grant programs, regulatory
compliance, administrative procedures, incident/risk management and
constitutional matters. She also assists local public agencies by drafting all forms of legislation
and regulation.

Shayna serves as General Counsel for East Contra Costa Fire Protection District and the five
retirement boards for employees and retirees of the Sacramento Regional Transit District. Her
other local government clients include transit districts, cities, water districts, regional planning
agencies, joint powers agencies, and hospital and health care districts. Shayna frequently
advises and trains clients on compliance with the Brown Act, Public Records Act, election laws
and conflict of interest laws and regulations. Shayna serves as the firm's primary AB-1234-
compliant government ethics trainer.

Shayna works with public, private and individual clients in their efforts to support or oppose state
and local initiatives, and in efforts to influence other agencies' rule-making proceedings,
primarily by drafting written and oral public comment.

During law school, Shayna clerked for the city attorney for the City and County of San Francisco
and Disability Rights Advocates. Shayna has been licensed to practice law in the State of
California since 2004. Prior to attending graduate and law school, Shayna worked in state and
federal government affairs in Washington, D.C.

Alexandra A. Atencio, Partner

Alex represents a variety of public sector clients including cities, counties,
transit agencies, special districts and regional planning entities in a wide
range of civil matters in state and federal court. Alex also chairs the Public
Sector Litigation Group at Hanson Bridgett.

Alex litigates in areas including code enforcement, civil rights, public
contracting, employment, land use, and disability access. She is

= experienced in civil rights and tort defense cases involving Section 1983
claims, Title 1l of the ADA, as well as dangerous condition of public property, design immunity,
and other personal injury matters. Alex also provides risk management advice to public sector
clients, including government claims procedures and defenses, as well as Brown Act and Public
Records Act issues.

Page 7
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Emily M. Charley, Partner

Emily specializes in real estate litigation representing clients in state and
federal courts. Her broad array of clients encompasses individual owners
and developers, as well as managers of shopping centers, office buildings,
industrial properties, hotels, and senior care facilities. Emily provides counsel
on matters involving the purchase and sale of real estate, ownership
disputes, easement disputes, construction and development disputes,
partnership disputes, commercial lease disputes, including nonpayment of
rent, exclusives, options, co-tenancy issues, tenant improvements,
mechanic’s liens, lease terminations, tenant bankruptcies, and post-lease termination
collections. She has also worked on numerous eviction cases for both commercial and
residential premises. Emily often solves issues for her clients by using provisional remedies to
obtain faster results.

Additionally, Emily represents a variety of public sector clients including cities, counties, transit
agencies, special districts, and regional planning entities in litigation matters involving real
estate, land use, and code enforcement.

Emily serves as the firm’s Assistant General Counsel, as well as contributing significant time to
pro bono legal services in her community. Currently, she sits on the board of directors of the
Golden Hour Restoration Institute, a non-profit providing ecological restoration education, and
Matter of Trust, a non-profit linking surplus with needs.

Nicole S. Witt, Senior Counsel

Nicole's practice focuses on government and public agency law. She assists
the firm's public agency clients with various legal issues such as public
contracts and procurements and governance laws, including conflict of
interest analyses. Nicole provides client training on government ethics laws,
Brown Act, and Public Records Act compliance.

Nicole also assists clients in implementing recycled water and resource
recovery and waste reductions projects, including complex design-build/
operate agreements. Nicole also helps clients navigate unique project delivery challenges.
Nicole drafts and advises clients on contracts in areas including public works, the purchase of
goods and services, funding agreements, and real property.

Nicole is engaged in the rapidly developing legal and regulatory landscape of unmanned aircraft
systems (drones) for commercial use and writes for the blog hoverlaw.com. Nicole assists public
and private clients in navigating the legal landscape of drone use.
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Santa Cruz Metropolitan Transit District 2021 Rates
(Eff. July 1, 2021)

Laurel E. O'Connor, Associate

Laurel is a member of Hanson Bridgett's Litigation & Dispute Resolution
group. Laurel litigates on behalf of the firm’s public sector clients including
cities, counties, transit agencies, and special districts on a variety of civil
matters in state and federal court. She has experience in many aspects of
litigation including preparation of pleadings, mediation, settlement
negotiations, motion practice, and trial preparation. Laurel also provides
risk management advice to public sector clients with a focus on government
claims procedures and defenses.
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Santa Cruz Metropolitan
Transit District

~—g™

DATE: June 11, 2021 SANTA CRUZ
TO Fi Budget & Audit Standing C itt METHO

: inance, Budge udit Standing Committee w
FROM: Chuck Farmer, Chief Financial Officer

SUBJECT: UNCASHED CHECK POLICY

RECOMMENDED ACTION

That the Finance, Budget and Audit Committee approve the uncashed
checks policy and forward to the Board of Directors.

SUMMARY OF ISSUES

e Santa Cruz Metropolitan Transit District (METRO) has outstanding checks
that remain unclaimed, even though attempts are made to contact the payees
and reissue the checks.

e State law allows uncashed checks, which are more than one year old, and
less than $15.00, or greater than $15.00 and more than three years old, to
become the property of METRO following publication in a local newspaper of
general circulation.

o Staff recommends that the Board of Directors adopt a formal policy regarding
the proper handling of unclaimed money that follows the requirements of
Government Code Section 50050-50057.

DISCUSSION/BACKGROUND

Santa Cruz Metropolitan Transit District (METRO) has outstanding checks that
remain unclaimed, even though attempts are made to contact the payees and
reissue the checks. Normally these unclaimed funds consist of checks issued
through Accounts Payable or Payroll. State law allows uncashed checks, which
are more than one year old, and less than $15.00, or greater than $15.00 and
more than three years old, to become the property of METRO following
publication in a local newspaper of general circulation.

Staff recommends that the Board of Directors adopt a formal policy regarding the
proper handling of unclaimed money that follows the requirements of
Government Code Section 50050-50057. Adoption of this policy will set up a
procedure to escheat these funds to METRO after proper notice has been
satisfied. The attached policy and resolution were developed and approved by
METRO'’s Legal Counsel.
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Finance, Budget & Audit Standing Committee
June 11, 2021
Page 2 of 3

V.

VI.

VII.

STRATEGIC PLAN PRIORITIES ALIGNMENT

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

None.

ALTERNATIVES CONSIDERED

Do nothing is an alternative but not recommended. The policy is needed to
formally establish legal guidelines (as provided in State statutes) that staff would
follow in order to streamline the processing of outstanding checks that remain

unclaimed for long periods.

ATTACHMENTS

Attachment A: Resolution to adopt Uncashed Checks Policy
Attachment B: Uncashed Check Policy

Prepared by: Kristina Mihaylova, Deputy Finance Director
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Finance, Budget & Audit Standing Committee
June 11, 2021
Page 3 of 3

Vill. APPROVALS

Chuck Farmer, Chief Financial Officer %
Alex Clifford, CEO/General Manager 74/@//////1
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Attachment A

«

SANTA CRUZ

METRO

-

BEFORE THE BOARD OF DIRECTORS OF THE
SANTA CRUZ METROPOLITAN TRANSIT DISTRICT

Resolution No.

On the Motion of Director:
Duly Seconded by Director:
The Following Resolution is:

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
SANTA CRUZ METROPOLITAN TRANSIT DISTRICT
ADOPTING THE Uncashed CHECKS POLICY

WHEREAS, from time to time, Santa Cruz Metropolitan Transit District has money under
its control for which there is no claimant, including but not limited to, uncashed checks;

WHEREAS, State law provides procedures under which Santa Cruz Metropolitan Transit
District can claim money under its control that remains unclaimed for specific periods of time;

WHEREAS, the Chief Financial Officer ("CFQO") prepared an uncashed checks policy
("Uncashed Checks Policy"), under which Santa Cruz Metropolitan Transit District may treat
uncashed checks as unclaimed property under Government Code sections 50050-50057; and

WHEREAS, the Finance, Budget and Audit Standing Committee and the CFO
recommend that the Board of Directors adopt the attached Uncashed Checks Palicy.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
SANTA CRUZ METROPOLITAN TRANSIT DISTRICT, that:

Hereby adopts the Uncashed Checks Policy, attached hereto, and authorizes the
CEO/General Manager to take such actions as are reasonable and appropriate to implement
the procedures necessary to enforce the policy.

PASSED AND ADOPTED this 25™" Day of June 2021 by the following vote:
AYES: Directors -
NOES: Directors -

ABSTAIN: Directors -

6A.1



Attachment A

Resolution No.
Page 2

ABSENT: Directors —

Approved:
Donna Lind, Chair

Attest:
Alex Clifford, CEO/General Manager

Approved as to form:
Julie A. Sherman, General Counsel
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\#

SANTA CRUZ

s

-

Finance Department

Chuck Farmer/CFO CEO

UNCASHED CHECKS POLICY

Policy #: AP-2028  Origination Date: June 30, 2014 Revised Date: May 5, 2021

PURPOSE

1.01

1.02

Santa Cruz METRO reserves the right to-amend, modify, or delete this policy
at any time.

The purpose of this Santa Cruz Metropolitan Transit District (Santa Cruz Metro)
Uncashed Checks Policy (Policy) is.to establish an accounting and disposition
procedure for uncashed checks in accordance with California law. Santa Cruz
Metro's Chief Financial Officer (CFO), or the CFO's designee(s), will implement
this Policy in a manner that complies with the standards set by the
Governmental Accounting Standards Board (GASB), the Generally Accepted
Accounting Principles (GAAP), and Government Code sections 50050-50057.

APPLICABLE STATE LAW

2.01

This Policy is established pursuant to Government Code sections 50050-
50057. Government Code section 50050 provides special rules for handling
money representing restitution collected on behalf of victims. Checks
representing restitution for victims are not subject to this Policy. The CFO will
consult with Santa Cruz Metro's legal counsel prior to taking action on
uncashed victim restitution checks.

DEFINITIONS

3.01

"Uncashed check" is a check, excluding restitution to victims, that has been
issued by and delivered by Santa Cruz Metro to the payee, but that has not
been cashed by the payee 90 days after the check issue date.

6B.1
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SANTA CRUZ

s

-

PROCEDURE

4.01

4.02

4.03

4.04

Identification of Uncashed Checks. Each month the CFO will identify and
review all uncashed checks greater than 90 days outstanding from check
issue date.

Uncashed Checks Under $15 and One Year Past Issue Date. Uncashed
checks that are under $15 and remain unclaimed for at least one year past
the check issue date will be voided and the money will be returned to the fund
from which the money was originally drawn against.

Public Notice Required for Uncashed Checks Over $15 and Three Years Past
Issue Date. Uncashed checks that exceed $15 and remain unclaimed for
three years past the check issue date become the property of Santa Cruz
Metro after public notices are published in accordance with the requirements
stated below, if the uncashed check is not claimed or if no verified complaint
is filed and served. Once per week for two successive weeks, the CFO will
publish a public notice in a local newspaper of general circulation containing
all of the following information for each uncashed check over $15 and
remaining unclaimed for three years past issue date:

A. Payee name

B. Amount of the check

C. Santa Cruz Metro fund in which the money is held

D. Instructions for claiming the check

E. Date on which the money will become Santa Cruz Metro's property if

not claimed (45 days from the date the first public notice was
published)

Processing Uncashed Checks Over $15 and Three Years Past Issue Date.
Within 45 days after the publication of the first public notice, a claimant must
submit a claim for the uncashed check, or a portion thereof, to the CFO
containing the claimant's name, address, amount of claim, grounds on which
the claim is made, and any other information the CFO requires.

Page 2 of 3
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Attachment B
\#

SANTA CRUZ

s

If the CFO receives a timely and complete claim, the CFO will accept
the claim and release the money, by voiding the original check and
issuing a new check, to the depositor of the uncashed check, their heir,
beneficiary, or duly appointed representative in accordance with
Government Code Section 50052.5.

If the CFO rejects the claim, the CFO will send a rejection letter to the
claimant stating the reason the claim was rejected. Pursuant to
Government Code section 50052, the claimant may file a verified
complaint seeking to recover all, or a portion of, the money in a court of
competent jurisdiction in Santa Cruz County. A copy of the complaint
and the summons must be served within 30 days of the date of the
rejection letter. If a court action is filed, the CFO will take no further
action on the uncashed check until the action is resolved. If no court
action is filed, the CFO will void the check and return the money to the
fund from which the money was originally drawn against.

If no claim is timely filed pursuant to the public notice, the CFO will void
the unclaimed check and return the money to the fund from which the
money was originally drawn against.

Accounting Transactions and Documentation

The CFO will make all appropriate accounting entries in order to substantiate any
action that results from this Policy, and will retain all records necessary to document
the actions taken.

VIII.

REVISION HISTORY

Date Action Approved By

June 11, 2021 New policy Alex Clifford

END OF POLICY

Page 3 of 3
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DATE:
TO:

FROM:

Santa Cruz Metropolitan
Transit District

\4

SANTA CRUZ

METRO
June 11, 2021 o

Finance, Budget and Audit Standing Committee

Chuck Farmer, Chief Financial Officer

SUBJECT. ADOPTION OF THE FINAL FY22 AND FY23 BUDGET

RECOMMENDED ACTION

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

to the Board of Directors the adoption of the FY22 and FY23 Operating Budget

and FY22 Capital Budget.

I. SUMMARY OF ISSUES

The FY22 and FY23 Operating Budget, and FY22 Capital Budget are presented this
month for Board of Directors’ (Board) and public review. A public hearing has been
scheduled for 9:00 am, or as soon thereafter as possible, during the June 25, 2021
Board meeting that will be held via Zoom.

The 5-Year Budget Plan for Santa Cruz Metropolitan Transit District (METRO) is
presented in Attachment B. It depicts the proposed two-year FY22 and FY23
Operating Budget and Budget Forecasts for FY24 to FY26.

The proposed two-year FY22 and FY23 Operating Expenses — Attachment C - total
$54,750,877 in FY22 and $55,294,432 in FY23. In addition, METRO will be
transferring $2.2M in FY22 and $2.3M in FY23 to the Capital Budget, $2M in FY22
and FY23 to the UAL & OPERB liability, and $6.3 M in FY22 and $7.6M in FY23 from
the COVID-19 Recovery Fund for a total budget of $56,614,701 in FY22 and
$58,531,638 in FY23. This is a Final Budget, which reflects the latest data regarding
revenues and expenses.

On June 26, 2020, the Board adopted the Final FY21 and FY22 Operating Budget.
METRO produces a 2-year rolling budget. This budget revises the June 2020 FY22
Budget and presents a new FY23 Operating Budget.

A Budget Workshop with the Unions was held on May 5, 2021 to answer questions
about the two-year draft FY22 and FY23 Operating Budget and the FY22 Capital
Budget and to obtain input from our union partners.

At its May 11" meeting the Finance, Budget and Audit Standing Committee received
this staff recommendation and endorsed forwarding it to the May 215 Board meeting
for action.

The Authorized and Funded Personnel lists are presented in Attachment D.

The FY22 Capital Budget/Anticipated Spending & Portfolio — Attachment E - total
$17,420,071, and $28,443,729, respectively.
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Board Member Travel, Employee Incentive Programs, Board-Authorized METRO
Support Activities and Memberships (Dues & Subscriptions) budgeted in FY22 and
FY23 are presented in Attachments F — .

The preliminary Schedule of Reserve Balances is presented in Attachment J.

The Measure D: 5-Year Program of Projects (FY21/22 — FY25/26) is presented in
Attachment K. includes funding for preserving and maintaining existing infrastructure
and maintaining fixed-route and Paratransit (ParaCruz) services for seniors and
people with disabilities. The Santa Cruz Regional Transportation Commission (RTC)
requires this 5-Year Plan to be updated and adopted annually following a public
hearing, which in the case of METRO is the public hearing held annually at the June
Board meeting for the agency’s fiscal year budget.

The Unfunded Capital Projects list, as of April 30, 2021, presented in Attachment L,
totals approximately $196M over the next ten years to get METRO to a State of
Good Repair.

Staff recommends that the Finance, Budget and Audit Standing Committee receive
input on the FY22 and FY23 Operating Budgets and FY22 Capital Budget and
provide additional direction to staff as necessary regarding the contents of the
Operating and Capital Budgets, for final adoption on June 25, 2021.

II. DISCUSSION/BACKGROUND

The Board must adopt the Final FY22 and FY23 Operating Budget and FY22 Capital
Budget by June 30, 2021. The FY22 and FY23 Operating Budget and the FY22
Capital Budget are presented this month for Board and public review. A public
hearing has been scheduled for 9:00 am, June 25, 2021 via Zoom.

On June 26, 2020, the Board adopted the Final FY21 and FY22 Operating Budget.
METRO produces a 2-year rolling budget. This budget revises the June 2020 FY22
Budget and presents a new FY23 Operating Budget.

A Budget Workshop with the Unions was held on May 5, 2021 to answer questions
about the two-year draft FY22 and FY23 Operating Budget and the FY22 Capital
Budget and to obtain input from our union partners.

On May 11 the Finance, Budget, and Audit Standing Committee received this staff
recommendation and endorsed forwarding it to the May 215t Board of Directors
meeting for action.

. Operating Revenues

Operating Revenues total of $56,614,701 in FY22 and $58,531,638 in FY23
(inclusive of Transfers). Major Operating Revenue assumptions in the final FY22
budget over the FY21 final budget, adopted in June 2020, include:

e Passenger Fares — decrease of 39.5% or $935K. The anticipated
decrease correlates to the COVID-19 Rider survey from the Spring of
FY20 which indicates a long-term ridership loss of 25% (from FY20) driven

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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by: frequent riders not returning or riding less, an increase in
telecommuting, and lingering concerns of vehicle cleanliness and physical
distancing.

Special Transit Fares — decrease of 1.5% or $82K due to continued COVID-19
restrictions for on-campus operations and in person learning which results in
reduced ridership for fixed routes that serve UCSC and Cabrillo in FY22.

Highway 17 Fares — decrease of 54.2% or $807K. The anticipated
decrease correlates to COVID-19 Rider survey from the Spring of FY20
which indicates a long-term ridership loss of 25% (from FY20). This is a
commuter route that will likely be more impacted by telecommuting and
greater access to private vehicles resulting in a 50% loss in FY22 and a
slower recovery in future years as telecommuting may continue long-term
for some riders.

Advertising Income — decrease of 56.4% or $194K reflecting recent
trends.

Interest Income — increase of 7.3% or $20K based on recent trends.

1979 Gross Sales Tax (1/2 cent) — increase of 1.6% or $358K due to anticipated
favorable FY21 budget variance for the year and the general economic outlook
for 2021 and 2022 as we emerge from pandemic restrictions.

2016 Net Sales Tax (Measure D) — increase of 1.6% or $56K. The projected
increase basically mirrors the anticipated increase in the 1979 Gross Sales Tax
(1/2 cent).

Transportation Development Act (TDA-LTF) - decrease of 2.1% or $160K, as per
recent allocations, as well as CPI projections for a decline in growth stemming
from the COVID-19 pandemic.

FTA Sec 5307 — Operating Assistance — increase of 3.9% or $181K as per
current budget projections from the Federal Transit Administration (FTA).

Misc. Grant Funding — net increase of 138.6% or $284K due a new, non-
recurring, operating grant from Low Carbon Transit Operations Program (LCTOP)
in the amount of $489K for operation of the Watsonville Circulator; offset by the
non-recurring AMBAG grant of $205K.

STIC —increase of 7.2% or $196K as per current budget projections from the
Federal Transit Administration (FTA).

TDA — STA — Operating (includes SB1) — decrease of 23.1% or $1,040K,
reflecting decreased allocation estimates from SCO in the January 2021 report.

It is anticipated that diesel gas consumption could take longer to recover from the
pandemic.

Fuel Tax Credit — decrease of 50% due to program expiring in December 2021.

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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Moderate increases in most Operating Revenue Sources are budgeted in FY23, such
as:

e Passenger Fares — 16.6%
e Highway 17 Fares — 16.3%

e FTA Sec 5307 — Operating Assistance - increase of 2.2% (New Surface
Transportation Act in 2020).

e STIC —increase of 2.2% (New Surface Transportation Act in 2020)
e Advertising — 16.7%
B. Operating Expenses

Operating Expenses total $56,614,701 in FY22 and $58,531,638 in FY23. Major
Operating Expense’s assumptions in the final FY22 budget over the FY21 Final
budget, adopted in June 2020, include:

e Personnel Expenses (Labor and Fringe Benefits) increased by 1.8% or $820K.

e Non-Personnel Expenses increased by 8.3% or $796K.

Personnel Expenses:

Personnel Expenses (Labor and Fringe Benefits) increase by 1.8% or $820K
primarily due to:

e Wage Increases (3% for MGMT, 2.5% for SEIU, and 2.25% for SMART) and
contractual obligations (step and longevity increases)

e Increase in CalPERS retirement employer contribution from 32.81% in FY21 to
34.72% in FY22, as per CalPERS actuarial information.

e Budgeted increase in the medical insurance premiums for 2022 of 5.6% (based
on the average increase in the medical insurance premiums at the end of 2020).

e Increase of five FTE’s (Full time equivalent)
e Marketing, Communications & Customer Service — 2 FTE
o Customer Service Manager — in lieu of Customer Service Supervisor

o Customer Service Coordinator TBD — in lieu of Customer Service
Supervisor

e Information Technology — 1 FTE
o Sr. Database Admin — in lieu of Database Admin
e Fleet Maintenance — 1 FTE
o0 Fleet Mechanic | —in lieu of Fleet Maintenace Supervisor
e Facility Maintenance — 1 FTE
o Facilities Maintenance Worker | — in lieu of Facilities Maintenance
Worker Il

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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Anticipated increases are partially offset by:
¢ Reduction in overtime costs across the agency, where possible

e Reduction of eight FTE’s (Full time equivalent) — all were vacant positions, no
employees were let go.

e Marketing, Communications & Customer Service — 3 FTE
o Customer Service Supervisors — 2 offset by added positions
o Customer Service Representative
e Planning, Grants, Governmental Affairs — 1 FTE
o Transportation Planner | — provisional
e Information Technology — 1 FTE
o Database Admin — offset by an added position/promotion
e Facility Maintenance — 1 FTE
o Facilities Maintenance Worker Il — offset by an added position
e Operations —1 FTE
0 Assistant Operations Manager
e Fleet Maintenance — 1 FTE
o Fleet Maintenance Supervisor— offset by an added position
Non — Personnel Expenses:

Non-Personnel Expenses increase by 8.3% or $796K primarily due to:

e Other Materials & Supplies — increase of 27.4% or $126K related to COVID-19
costs for additional cleaning, barrier protection, etc.

e Leases & Rentals — increase of 24.7% or $56K related to rate increase for the
ParaCruz facility

e Services —increase of 18.0% or $686K related to increase in Prof/Technical Fees
for Marketing Campaign to increase ridership, Building Repair, Union
negotiations, and ERP Consultant

e Utilities — increase 16.4% or $106K related to anticipated increases in Gas &
Electric along with new Propulsion Power costs to charge the electric buses

e Casualty & Liability — increase of 4.0% or $40K related to higher insurance rates
The increase is partially offset by budget decreases in the following categories:

e Interest Expense — decrease by 90.6% or $158K primarily due to delay of
initiating the capital lease for 14 buses until a later date.

e Misc. Expense — decrease of 14.1% or $55K primarily due to reduced travel and
employee training costs as companies transitioned to online courses due to the
pandemic restrictions.

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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Major Operating Expense assumptions in the final FY23 budget over the FY22
budget include:

Personnel Expenses (Labor and Fringe Benefits) increase by 3.4%

e Contractual items (step and longevity increases).

e Projected increase in retirement as per CalPERS Annual Valuation Reports:
35.76%

e Anticipated increase in medical insurance premiums, effective in January 2023.

Non-Personnel Expenses increase by 3.3% primarily due to anticipated interest
payments on lease of 14 buses along with 2% CPI increase across all other
operating expense categories.

Transfers & Operating Balance

Transfers total $1,863,824 in FY22 and $3,237,206 in FY23. Assumptions in the
preliminary FY22 budget over the FY21 Final budget, adopted in June 2020,
include:

e Transfers to Capital Budget decrease by 1.1% or ($25K) primarily due to a
3.4% or $25K increase in the TDA-STA-SGR. These amounts are 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 ($2.2M from the Measure D
and TDA-STA transfer from Operating, and $0.8M from the TDA-STA-SGR that
goes directly to the Capital Budget).

e Transfers to Operating and Capital Reserve Fund

o0 Fuel Tax — added $175K due to the recent extension of the Fuel tax credit
for calendar year 2021

0 UAL & OPEB - increase by 100% or $2,000K due the transfer to pre-fund
the METRO’s UAL & OPEB

e Transfers from COVID Recovery Fund increase by 100% or $6,279K;
drawdown of COVID Recovery funding will be used to cover the operating budget
shortfall.

There are no significant changes in the budgeted Transfers & Operating Balance
in FY23, with the exception of the Transfers from COVID Reserve Fund: 20.8%
increase due to draw down of funds to cover the operating budget shortfall in FY23.

C. Capital Budget

The final FY22 Capital Budget/Portfolio as shown in Attachment E totals
$28,443,729.

The current FY22 Capital budget consists primarily of ongoing projects rolled
forward from FY21, funded by a variety of sources that are further detailed on
Attachment E.

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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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 and improvements.

The following amounts are dedicated to the Bus Replacement Fund in FY22:

(2016 Net Sales Tax) — Measure D - $2,145,798 (transfer from Operating budget)
STA-SB1 - $93,936 (transfer from Operating budget)

STA-SGR - $760,266 (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 — $2.2M 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 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: $118K and
Capital Restricted STA: $29K funds.

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 — 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 total budget is $1,650K, funded from the
Operating & Capital Reserve Fund.

Ongoing — Facilities Upgrades and Improvements

0 Maintenance Yard — Security Hardening and Expanded Parking - $888K
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.

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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0 Bus Stop Improvements — refurbish approximately 60 used bus stops
acquired from VTA. The project is funded with Federal funds: $119K.

0 JKS Facility — Gate Control at bus entry, refurbish bus wash, upper
security gates. This project is funded with $200K of Federal funds and
$100K from the Operating & Capital Reserve Fund.

0 Maintenance Facility — The project to paint the exterior is funded with
Federal funds: $129K.

o0 Fueling Station Awning — construction of an awning over the fueling station
to protect staff from the weather elements. This project is funded with
Federal funds: $239K.

e 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:

o0 Electric Buses (6) + Infrastructure and Project Management $7.9M
0 CNG buses to assist in the replacement of obsolete vehicles $7.6M
= CNG Bus Replacements (10)
= CNG Bus Replacements (3): Capital Lease
ParaCruz Van Replacements (10) $864K

Permanent barriers for Bus Operators to reduce/eliminate COVID
transmission $526K

o Non-revenue electric vehicles and service truck replacement $250K

V. STRATEGIC PLAN PRIORITIES ALIGNMENT
This report pertains to METRO'’s Financial Stability, Stewardship & Accountability.

V. FINANCIAL CONSIDERATIONS/IMPACT

The proposed two-year FY22 and FY23 Operating Expenses — Attachment C total
$54,750,877 in FY22 and $55,294,432 in FY23. In addition, METRO will be transferring
$2.2M in FY22 and $2.3M in FY23 to the Capital Budget, $2M in FY22 and FY23 to the
UAL & OPEB liability, and $6.3 M in FY22 and $7.6M in FY23 from the COVID-19
Recovery Fund for a total budget of $56,614,701 in FY22 and $58,531,638 in FY23.
This is a Final 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 25, 2021.

The FY22 Capital Budget/Anticipated Spending & Portfolio — Attachment E total
$17,420,071, and $28,443,729, respectively. This amount includes capital-funded
projects rolled over from the prior year that have yet to be completed.

REVIEW OF FY22 AND FY23 OPERATING BUDGETS AND FY22 CAPITAL BUDGET
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VI.

VII.

ALTERNATIVES CONSIDERED

There are no recommended alternatives at this time. Staff recommends that the
Finance, Budget and Audit Committee review input on the Draft FY22 and FY23
Operating Budget and FY22 Capital Budget and provide additional direction to staff as
necessary regarding the contents of the Operating and Capital Budgets.

ATTACHMENTS

Attachment A:

Attachment B:
Attachment C:
Attachment D:
Attachment E:
Attachment F:

Attachment G:
Attachment H:

Attachment I:
Attachment J:

Attachment K:

Attachment L:

Attachment M:

Presentation on FY22 & FY23 Operating Budgets and FY22 Capital
Budget

5 — Year Budget Plan

FY22 and FY23 Operating Budgets

Authorized and Funded Personnel

FY22 Capital Budget

FY22 Board Member Travel

FY22 & FY23 Employee Incentive Program

FY22 & FY23 Board Authorized METRO Support Activities
FY22 & FY23 Memberships

Preliminary Schedule of Reserve Balances

Measure D: 5-Year Program of Projects (FY21/22 — FY25/26)
Unfunded Capital Projects as of 4-30-2021

Management Pay Tables

Prepared By: Cathy Downes, Sr. Financial Analyst
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Vill. APPROVALS:

Approved as to fiscal impact:

Chuck Farmer, Chief Financial Officer ——
Alex Clifford, CEO/General Manager /
\
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Attachment F

BOARD MEMBER TRAVEL

FY22

American Public Transportation Association (APTA) Meetings

Legislative Conference
May 2022
Washington, DC
Three Board Members

Annual Conference
September 2021
Anaheim, CA

Two Board Members

California Transit Association (CTA) Meetings

Annual Meeting
November 2021
Sacramento, CA
One Board Member

Legislative Conference
May 2022

TBD - May be virtual
One Board Member

Additional Travel

Meetings with legislators and government officials in Washington, D.C., San Francisco
and Sacramento, as approved by the Chair of the Board.

Expenses related to Board members meeting with CEO/General Manager and staff.
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Attachment G

EMPLOYEE INCENTIVE PROGRAM
FY22 and FY23

EVENT/ACTIVITY FY22 FY23 DEPT/ACCOUNT
District Service Awards 4,000 4,080 1100-509101
Employee Picnic & Holiday Party 5,000 5,100 1100-509101
Transit Driver Appreciation Day 1,000 1,020 1100-509101
Employee Appreciation Events

Administration 8,000 8,160 1100-509101

Marketing, Communications, and Customer Service 1,200 1,224 1300-509101

Safety, Security, and Risk Management 3,000 3,060 1800-509101
Awards

Fixed Route 1,000 1,020 3300-509101

Paratransit 300 306 3100-509101
Safe Driver Patches and Certificates 1,000 1,020 3300-509101
Line Instruction Patches 1,000 1,020 3300-509101
TOTALS 25,500 26,010
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Attachment H

Board Authorized METRO Support Activities

FY22 and FY23

Santa Cruz County Fair

Santa Cruz Follies

Santa Cruz Seaside Company - Late Night Transit Service to Watsonville for the summer

Senior Luncheon

Metro Advisory Committee METRO Tour

Leadership Santa Cruz
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Attachment |

MEMBERSHIPS
FY22 and FY23

MEMBERSHIPS / Dues & Subscriptions FY22 FY23 DEPT/ACCOUNT

Administration

APTA Annual Dues $ 35500 $ 36,210 1100-509011
Bus Coalition $ 7500 $ 7,650 1100-509011
CalACT Membership Dues $ 1,055 $ 1,076 1100-509011
Chamber of Commerce Membership $ 2300 $ 2,346 1100-509011
Community Transportation Assn of America (CTAA) $ 3900 $ 3978 1100-509011
CTA $ 18,000 $ 18,360 1100-509011
CTE Center for Transportation $ 5000 $ 5,100 1100-509011
Eastern Contra Costa Transit Agency (ZEBRA) $ 3,000 $ 3,060 1100-509011
Letter Press - Transit Access Report $ 675 $ 689 1100-509011
Monterey Bay Economic Partnership (MBEP) $ 5000 $ 5,100 1100-509011
National Notary $ 750 $ 765 1100-509011
Register-Pajaronian $ 62 $ 63 1100-509011
SC Sentinel $ 150 $ 153 1100-509011
Total: $ 82,892 $ 84,550
Finance
California Society of Municipal Finance Officers (CSMFO) $ 220 $ 224 1200-509011
Government Finance Officers Association (GFOA) $ 300 $ 306 1200-509011
Kiplinger Letters $ 100 $ 102 1200-509011
Total: $ 620 $ 632
Human Resources
California Public Employers Labor Relations Association (CalPERLA) $ 1,000 $ 1,020 1400-509011
Society for Human Resource Management (SHRM) $ 836 $ 853 1400-509011
Northern California Human Resources Association (NCHRA) $ 500 $ 510 1400-509011
John Dash $ 475 % 485 1400-509011
Cal Chamber $ 849 §$ 866 1400-509011
Total: $ 3,660 $ 3,733
Safety, Security, and Risk Management
Total: $ 400 $ 408 1800-509011
Purchasing
California Association of Public Procurement Officials (CAPPO) $ 130 $ 133 1900-509011
Amazon Prime $ 200 $ 204 1900-509011
Total: $ 330 $ 337
Fleet Maintenance
Cummins INSITE Fleet books Software $ 2960 $ 3,019 4100-509011
John Deere Software $ 500 $ 602 4100-509011
Southern California Regional Transit Training Consortium (SCRTTC) $ 1,000 $ 1,020 4100-509011
Mitchell Online Vehicle Manuals $ 450 $ 459 4100-509011
Allison Transport. Software $ 2,000 $ 2,040 4100-509011
All Data $ 1,000 $ 1,020 4100-509011
Total: $ 8,000 $ 8,160
TOTALS $ 95902 $ 97,820
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VERBAL PRESENTATION

ORAL INTRODUCTION OF
ENTERPRISE RESOURCE PLANNING (ERP)
PROJECT

Chuck Farmer, CFO
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VERBAL PRESENTATION

CEO ORAL REPORT / COVID-19 UPDATE

Alex Clifford, CEO/General Manager
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