SANTA CRUZ

METRO
p

SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO)
FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA
SEPTEMBER 13, 2024 —- 8:30 AM

HYBRID MEETING
Members of the public may attend in-person or participate remotely via Zoom.

METRO Admin Office Zoom Link
110 Vernon Street Dial In: 1-669-900-9128
Santa Cruz, CA 95060 Meeting ID: 810 6812 2293

Passcode: 158987

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

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 correspondence that is posted online at the
Board meeting packet link. Oral public comments will also be accepted during the meeting through
Zoom. Each public comment is limited to three minutes or less. Board and Committee Chairs have
the discretion to manage the public comment process in a manner that achieves the purpose of
public communication and assures the orderly conduct of the meeting.

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
Corey Aldridge CEO/General Manager

Julie Sherman General Counsel


https://us02web.zoom.us/j/81068122293?pwd=MW9tdi9UVUFlU1BWUUQ3a2N0T1llUT09
http://www.scmtd.com/
mailto:boardinquiries@scmtd.com
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SECTION I: OPEN SESSION
NOTE: THE COMMITTEE CHAIR MAY TAKE ITEMS OUT OF ORDER

1 CALL TO ORDER

2 SAFETY DEBRIEF
Gregory Strecker, Safety, Security & Risk Management Director

3 ROLL CALL

4 ORAL AND WRITTEN COMMUNICATIONS TO THE FINANCE, BUDGET &
AUDIT STANDING COMMITTEE
This time is set aside for Directors and members of the general public to address
any item not on the agenda, which is within the subject matter jurisdiction of the
Board. No action or discussion shall be taken on any item presented except that
any Director may respond to statements made or questions asked, or may ask
questions for clarification. All matters of an administrative nature will be referred
to staff. Each public comment is limited to three minutes or less. Board and
Committee Chairs have the discretion to manage the public comment process in a
manner that achieves the purpose of public communication and assures the orderly
conduct of the meeting. When addressing the Board, the individual may, but is not
required to, provide his/her name and address in an audible tone for the record.

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

6 YEAR TO DATE MONTHLY FINANCIAL REPORT AS OF JUNE 30, 2024 - PRE{
CLOSE / PRE-AUDI
Chuck Farmer, Chief Financial Officer

7 KEY PERFORMANCE INDICATORS (KPI) REPORT FOR 4™ QUARTEI#
THROUGH JUNE 30, 20271{
Chuck Farmer, Chief Financial Officer

8 IADOPTION OF THE REVISED FY25 AND FY26 BUDGET]
Chuck Farmer, Chief Financial Officer

9 ADJOURNMENT
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ACCESSIBILITY FOR INDIVIDUALS WITH DISABILITIES

This document has been created with accessibility in mind. With the exception of certain
third party and other attachments, it passes the Adobe Acrobat Xl| Accessibility Full
Check. If you have any questions about the accessibility of this document, please
email your inquiry to accessibility@scmtd.com. Upon request, Santa Cruz METRO will
provide 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 for the official record,
please include it in your email. Comments that require a response may be deferred for
staff reply.

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



mailto:accessibility@scmtd.com
mailto:boardinquiries@scmtd.com
http://www.scmtd.com/
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DATE:
TO:
FROM

Santa Cruz Metropolitan
Transit District

———
SANTA CRUZ

METRO

September 13, 2024 . .

Finance, Budget and Audit Standing Committee

Chuck Farmer, Chief Financial Officer

SUBJECT: ADOPTION OF THE REVISED FY25 AND FY26 BUDGET

RECOMMENDED ACTION

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

to the Board of Directors the adoption of the Revised FY25 and FY26 Operating
Budget.

SUMMARY

The Revised FY25 and FY26 Operating Budget is presented this month for Board of
Directors (Board) during the September 27, 2024 board meeting.

On June 28, 2024, the Board adopted the Final FY25 and FY26 Operating Budget.
This Budget presents a Revised FY25 and FY26 Operating Budget.

The Revised two-year FY25 and FY26 Operating Budgets — Attachment C total
$78,965,222 and $83,939,789 respectively.

In addition, METRO will be transferring:

o $2.4Min FY25 and $2.3M in FY26 to the Capital Budget (Bus Replacement
Fund)

o $2.0Min FY25 and none in FY26 for the UAL & OPEB liability

o $4.0Min FY25 and FY26 for Grant matching

o $1.2Min FY25 and $1.8M in FY26 to Reserve Replenishment

o $6.8Min FY25 and $9.6M in FY26 from the COVID-19 Recovery Fund

These results match the total Operating Revenue Budget of $81,862,912 in FY25 and
$82,526,768 in FY26. This is a Revised Budget, which reflects available data
regarding revenues and expenses.

The Revised Operating Budget changes of approximately $1.7M in expenses in FY25
and $3.9M in FY26 are detailed in Sections B and C.

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

Staff recommends that the Finance, Budget and Audit Standing Committee Board
receive input on the Revised FY25 and FY26 Operating Budget and provide additional
direction to staff as necessary regarding the contents of the Revised Operating
Budget, for final adoption on September 27, 2024 and forward the Budget to the full
Board.

8.1



Finance, Budget, and Audit Standing Committee
September 13, 2024
Page 2 of 5

DISCUSSION/BACKGROUND

The Revised FY25 and FY26 Operating Budget is presented this month for Board and
public review.

On June 28, 2024, the Board adopted the Final FY25 and FY26 Operating Budget. This
Budget presents a Revised FY25 and FY26 Operating Budget.

The presentation of financials on the Summary page in Attachment C are presented in
this format:

Operating Revenues are directly associated with ridership and represent the amounts
paid by the rider or organizations to use transit services. The categories includes
Passenger-paid fares (Local and Highway 17 Fares) and Organization-paid fares (Special
transit fares: contracts with the local colleges and Highway 17 partners).

Operating Expenses are the expenses associated with the operation of the transit
agency and goods and services purchased for the operation of the system, such as Labor
(Salaries & Wages), Fringe Benefits, Non-Personnel Expenses (Services, Materials and
Supplies, Utilities, Insurance, and Other expenses). This provides a quick and easy view
of the Farebox Recovery.

The Non-Operating Revenue and Expenses section provides insight into revenue and
expenses that are not directly or/and immediately impacted by increase/decrease of
ridership.

Non-Operating Revenues represent external sources such as Sales Tax Revenue,
Federal/State Grants, and all other forms of income (Advertising, Rental, etc.) that is used
to support Metro operations and capital investments.

Non-Operating Expenses are for non-recurring, or limited time frame along with Pension
UAL costs (previously reported as part of Fringe benefits) which are the additional costs
incurred to cover the shortfall of pension funding have been replaced by the Sales Tax
Revenue Bond payments (reported as part of non-personnel costs) in FY25.

These changes will align Metro’s financial reporting more closely to other transportation
agencies and allow for an easier comparison of revenues and costs related to ridership
and external sources.

Attachment C — Page 1
A. Operating Revenues

Operating Revenues, related to ridership, increased by $2.7M in FY25 and decreased
$0.4M in FY26. Major Operating Revenue assumptions in the Revised FY25 Budget
over the Adopted FY25 Final Budget, adopted in June 2024, include:

e Passenger Fares — overall increase of $2,119K, or 362.3%, to $2,703K in FY25
because of cancelling the Zero Fares for All, and a decrease of $483K, or 14.6%,
to $2,829K primarily due to the increase of Kids Ride Free ridership

e Special Transit Fares — increases of $579K, or 10.2%, to $6,241K in FY25 and
$118K, or 1.9%, to $6,365K in FY26 as result of restoration of Cabrillo College
payments
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B.

Operating Expenses

Operating Expenses, excluding Pension UAL/Sales Tax Revenue Bond payments
(which are discussed in Section C), increased by $1.7M in FY25 and $3.9M in FY26.
Operating Expenses assumptions in the Revised FY25 Budget over the Adopted FY25
Final Budget, adopted in June 2024, include:

Personnel Expenses (Labor and Fringe Benefits) increased overall by $1,703K, or
2.9%, to $57,354K in FY25; increase by $3,182K, or 5.5%, to $62,352K in FY26

e Regular Labor Costs — increase $1,341K, or 5.0%, to $28,287K in FY25; increase
of $1,430K, or 5.0%, to $30,153K in FY26

o Net, 14 FTEs added:
= 15 Bus Operators, funded

= 1 Customer Service Representative, unfunded

Fringe Benefits costs - increase $362K, or 1.3%, to $28,172K in FY25; increase of
$1,752K, or 5.9%, to $31,274K in FY26 primarily due to costs associated with new
FTEs, and increased Medical Insurance costs

Non-Personnel Expenses a net decrease of $41K, or 0.2%, to $16,772K in FY25
primarily due to reduced Physical Liability & Vehicle Damage insurance costs; partially
offset by increased Admin & Bank Fees associated with Fare collection and Workday
ERP maintenance costs; an increase of $661K, or 4.3%, to $16,099K in FY26.
Primarily due to increased costs associated with Security and Physical Liability &
Vehicle Damage insurance costs

Non-Operating Revenue/(Expense)

Non-Operating Revenue/(Expense) decreased overall by $1,211K, or 1.7% to
68,080K in FY25 and $60K, or 0.1%, to $67,843K in FY26.

Federal/State Grants

e LCTOP - decreased $1,200K, or 10.0%, to Zero. This grant was based on
Zero Fares for All

Attachment C — Page 4
Transfers & Operating Balance

The Operating Balance before Transfers Surplus decreased $176K, or 5.7%, to
$2,898K in FY25 and decreased $4,268K, or 149.5%, to a deficit of $1,413K in FY26

e Transfers to Capital Budget/Bus Replacement Fund increased by $42K, or 1.8%
to $3,136K in FY25, and by $26K, or 1.2%, to $2,916K in FY26 (includes STA-
SGR Grant that is directly deposited to Capital Bus Replacement Fund)

e Transfers to Reserves Replenishments — increase by $565K, or 83.3%, to $1,244
in FY25 and by $993K, or 117.1%, to $1,840K in FY26

e Transfers from Covid Recovery Fund — increase by $783K, or 12.9%, to $6,842K
in FY25 and by $5,260K, or 121.8%, to $9,579K in FY26

REVIEW OF FY25 AND FY26 REVISED OPERATING BUDGETS
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IV. STRATEGIC PLAN PRIORITIES ALIGNMENT
This report pertains to METRO'’s Financial Stability, Stewardship & Accountability.

V. FINANCIAL CONSIDERATIONS/IMPACT

The revised two-year FY25 and FY26 Operating Budgets — Attachment C total
$78,965,222 and $ $83,939,789 respectively.

In addition, METRO will be transferring:

$3,136,454 in FY25 and $2,916,139 in FY26 to the Capital Budget (Bus Replacement
Fund, including STA-SGR Grant)

$2,000,000 in FY25 and none in FY26 for the UAL & OPEB liability

$4,145,548 in FY25 and $4,000,000 in FY26 for Grant matching (includes Fuel Tax
Credit in FY25)

$1,243,641 in FY25 and $1,840,461 in FY26 to Reserve Replenishment
$6,842,322 in FY25 and $9,579,216 in FY26 from the COVID-19 Recovery Fund.

These results match the total Operating Revenue Budget of $ $81,862,912 in FY25 and
$ $82,526,768 in FY26. This is a Revised Budget, which reflects available data regarding
revenues and expenses.

VI. ALTERNATIVES CONSIDERED

There are no recommended alternatives at this time. Staff recommends that the Finance,
Budget and Audit Committee take input on the Revised FY25 and FY26 Operating Budget
and provide additional direction to staff as necessary regarding the contents of the
Operating and Capital Budget.

VI. ATTACHMENTS
Attachment A: Presentation of FY25 and FY26 Revised Operating Budgets
Attachment B: 5 — Year Budget Plan
Attachment C: FY25 and FY26 Operating Budgets
Attachment D: Authorized and Funded Personnel

Attachment E: Preliminary Schedule Reserve Balances
Attachment F: FY25 and FY26 Adopted vs Revised

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

Approved as to fiscal impact: / /L
Chuck Farmer, Chief Financial Officer f um

e

Corey Aldridge, CEO/General Manager QZZ/Z/
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