
SANTA CRUZ METROPOLITAN TRANSIT DISTRICT (METRO) 
FINANCE, BUDGET AND AUDIT STANDING COMMITTEE AGENDA 

MAY 10, 2024 – 8:00 AM 
HYBRID MEETING 

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

METRO Admin Office 
110 Vernon Street  

Santa Cruz, CA 95060 

Zoom Link  
Dial In:  1-669-900-9128 

Meeting ID:  820 4294 9205 

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 

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 

https://us02web.zoom.us/j/82042949205
https://us02web.zoom.us/j/82042949205
http://www.scmtd.com/
mailto:boardinquiries@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 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. 

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

REVIEW AND RECOMMEND APPROVAL OF THE SANTA CRUZ METRO’S 
DRAFT FY25 & FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-
PORTFOLIO 
Chuck Farmer, Chief Financial Officer 

YEAR TO DATE MONTHLY FINANCIAL REPORT AS OF APRIL 30, 2024 
Chuck Farmer, Chief Financial Officer 

KEY PERFORMANCE INDICATORS (KPI) REPORT FOR 3RD 
QUARTER THROUGH MARCH 31, 2024 
Chuck Farmer, Chief Financial Officer 

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 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 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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6.1

Santa Cruz Metropolitan 
Transit District 

DATE: May 10, 2024 

TO: Finance, Budget & Audit Standing Committee 

FROM: Chuck Farmer, Chief Financial Officer 

SUBJECT: REVIEW AND RECOMMEND APPROVAL OF SANTA CRUZ METRO'S DRAFT 

I. 

11. 

FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET
PORTFOLIO 

RECOMMENDED ACTION 

That the Finance, Budget and Audit Standing Committee review and recommend 
to the Full Board the FY25 and FY26 Draft Operating Budget, and FY25 Capital 
Bud et-Portfolio. 

SUMMARY 

• The FY25 and FY26 Operating Budget, and FY25 Capital Budget-Portfolio 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 
23, 2023 board meeting . 

• On June 23 , 2023, the Board adopted the Final FY24 and FY25 Operating Budget. 
Santa Cruz METRO produces a 2-year rolling Budget. This Budget revises the June 
2022 FY25 Budget and presents a new FY26 Operating Budget. 

• The 5 - Year Plan for Santa Cruz Metropolitan Transit District (METRO) is presented 
in Attachment B. It depicts the proposed two-year FY25 and FY26 Operating Budget 
and Forecasts for FY26 to FY29. 

• The proposed two-year FY25 and FY26 Consolidated Operating Budgets -
Attachment C total $76,836,998 and $80,977,632 respectively. 

• In addition, METRO will be transferring : 

o $2 .3M in FY25 and $2 .2M in FY26 to the Capital Budget (Bus Replacement 
Fund) 

o $2 .0M in FY25 and zero in FY26 for the UAL & OPEB liability 

o $4.0M in FY25 and FY26 for Grant matching 

o $1 .0M in FY25 and $1.2M in FY26 to Reserve Replenishment 

o $2 .6M in FY25 and $2.5M in FY26 from the COVID-19 Recovery Fund 

• These results match the total Operating Revenue Budget of $83,706,736 in FY25 and 
$85,981 ,012 in FY26. This is a Draft Budget, which reflects available data regarding 
revenues and expenses. The Final two-year Budget will be presented to the Board of 
Directors on June 28 , 2024. 

• The year-over-year Operating Budget growth of approximately $11 ,753K in expenses 
in FY25 is detailed in Sections Band C. 
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• Metro held a Budget Workshop with the Unions on May 8, 2024 to answer questions 
about the two-year draft FY25 and FY26 Operating Budget and the FY25 Capital 
Budget-Portfolio and to obtain input from its union partners. 

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

• The Draft FY25 Capital Budget-Portfolio - Attachment E totals $115,375,215 

• Staff recommends that the Finance, Budget and Audit Standing Committee Board 
receive input on the Draft FY25 and FY26 Operating Budget and FY25 Capital Budget
Portfolio and provide additional direction to staff as necessary regarding the contents 
of the Draft Operating and Capital Budgets, for final adoption on June 28, 2024 and 
forward the Budget to the full Board for initiation at the Public Hearing. 

Ill. DISCUSSION/BACKGROUND 

The Board of Directors must adopt the Final FY25 and FY26 Operating Budget and FY25 
Capital Budget-Portfolio by June 30, 2024. The Draft FY25 and FY26 Operating Budget 
and the FY25 Capital Budget-Portfolio are presented this month for Board and public 
review. A public hearing has been scheduled for 9:00 am, June 28, 2024. 

On June 23, 2023, the Board adopted the Final FY24 and FY25 Operating Budgets. 
Santa Cruz METRO produces a 2-year rolling Budget. This Budget revises the June 2023 
FY25 Operating Budget and presents a new FY26 Preliminary Draft Operating Budget. 

Metro held a Budget Workshop with the Unions on May 8, 2024 to answer questions 
about the two-year Draft FY25 and FY26 Operating Budget and FY25 Capital Budget
Portfolio to obtain input from its union partners. 

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 costs such as the Pension UAL costs (previously reported 
as part of Fringe benefits) which are the additional costs incurred to cover the shortfall of 
pension funding and the payments for the Sales Tax Revenue Bond payments. 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET 
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This presentation aligns Metro's financial reporting more closely to other transportation 
agencies and allows 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, total $6,247K in FY25 and $9,559K in FY26. 
Major Operating Revenue assumptions in the Draft FY25 Budget over the FY24 Final 
Budget, adopted in June 2023, include: 

• Passenger Fares - overall decrease of $2,495K, or 81.0%. While ridership is 
expected to increase by 221.5% for Fixed Route, 5.0% for Paratransit, and 16.7% 
for Highway 17; Metro's pilot program of Zero Fares for All, beginning in September 
2024 for 12 months results in a loss of $2,803K in Passenger Fare revenues 

• Special Transit Fares - overall decrease of $433K, or 7.1 %; primarily due to 
Metro's pilot program of Zero Fares for All, beginning in September 2024 for 12 
months that results in a loss of $579K in Special Transit Fare revenues 

FY26 will see increases of 53.0% overall for Operating Revenue sources as a 
result of the expiration of the Zero Fares for All expiring in August 2025 

B. Operating Expenses 

Operating Expenses, excluding Pension UAL/Sales Tax Revenue Bond payments 
(which are discussed in Section C), total $71,994K in FY25 and $75,564K in FY26. 
Operating Expenses assumptions in the Draft FY25 Budget over the FY24 Final 
Budget, adopted in June 2023, include: 

Personnel Expenses (Labor and Fringe Benefits) increased overall by $11,986K, or 
27.7%, VS. FY24 Budget 

• Regular Labor Costs - increase $5,811 K, or 28.7% 

o COLA of 5% along with contractual items of step and longevity 
increases 

o Net 98 new FTE added, proposed incremental positions: 

Customer Experience Assistant Operations Assistant Operations 
Manager Manager - Paratransit Manager - Fixed Route 

Parts & Material Clerk Mobility Coordinator Payroll Supervisor 

Marketing Specialist (2 Deputy Director of Special Project Manager 
FTE) Operations Full Stack Developer 

Mechanic I-ll's (3 FTE) Business Systems Transit Supervisors (8 
Administrator (FY26) FTE) 

Senior Full .Stack Bus Operators (80 FTE) Paratransit Operators (7 
Developer FTE) 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET 
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Partially offset by De-Funded positions: 

Customer Service 
Manager 

Parts & Materials 
Supervisor 

Accessibility Service 
Coordinator 

Database Administrator 

Marketing Assistant 

Senior Database 
Administrator 

Operations Manager -
Paratransit 

Project Manager 

Assistant Operations & Customer Service Manager 

Senior Payroll Specialist 

Paratransit Eligibility 
Coordinator 

Operations Manager -
Fixed Route 

IT Project Coordinator 

• Overtime - decrease of $276K, or 23.5%, as recruitment increases to fill vacancies 

• Fringe Benefits costs - increase of $6,451 K, or 29.6%, primarily due to do the 
increased headcount along with increased cost for Medical insurance (7.2%), and 
the COLA of 5% that impacts Annual, Sick, and Holiday payments 

Non-Personnel Expenses 

Excluding Sales Tax Revenue Bond related costs (which are represented in Section 
C below) decreased by 5.1 % or $903K vs FY24 Budget, primarily due to non-recurring 
one-time costs in FY24 

• Services - decrease 9.8% or $759K due to: 

o Admin/Bank Fees decrease 45.9% primarily due to the Zero Fares for 
All pilot program resulting in 10 months that cash revenue pick-ups will 
not be needed 

o Professional/Technical Fees decrease 30.6% due to multiple one-time 
initiatives and programs in FY24 that will not be repeated in FY25 

o Legislative Services decrease 44.9% as the contract for consultant 
services to assist with future funding of the zero emission program winds 
down 

o Repair - Revenue Vehicles increase 36.3% primarily due increased 
costs for repair of Cummins engines and New Flyer differentials 

o Security Services increase 67.9% as result of the Zero Fares for All pilot 
program to ensure all riders feel safe 

• Mobile Materials & Supplies - increase of 0.3% or $15K due to: 

o Tires & Tubes increase 51.3% primarily due to inflationary costs 

o Fuel & Lube decrease 1.7% due to projected lower costs for both 
Revenue and Non-Revenue vehicles, primarily the CNG costs which 
have had a significant price decrease in 2024 

• Other Materials & Supplies - overall decrease of 17.7% or $160K primarily related 
to non-recurring costs from FY24 for One Ride at a Time bus wraps, and materials 
related to the Strategic Revenue planning initiatives and workshops 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET 
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• Utilities - increase of 15.2% or $139K primarily due to estimated increase for Gas 
& Electric (expected rate increase from PG&E) along with increased Propulsion 
Power as more ZEB buses are put into service 

• Casualty & Liability - decrease of 13.9% or $185K related to the decrease of 
insurance premiums; will be adjusted when the invoices are available in May 2024 

• Taxes - increase of 15.0% or $9K due to higher costs for Customer Service parking 
permits, increased Co-Op fees and higher Fuel Tax 

• Misc. Expense - decrease of 1.0% or $10K primarily due to reduced Marketing 
costs for Advertising, Employee Incentive Programs, and Travel; partially offset by 
increased training costs due to delay of Employee Workforce Training for new 
Hydrogen Bus & Infrastructure from FY24 

• Interest Expense & Debt Service 

o Interest Expense - Loan - decrease of 100.0% or $1 K due to interest 
payment on bus lease contract ending in FY24 

o Debt Service - Interest Expense POB and Principal POB are discussed 
in Section C below 

• Leases & Rentals - increase 15.0% or $49K primarily due to increased CPI costs 
for the facility in Watsonville for Operations and ParaCruz facilities 

Major Operating Expense assumptions in the preliminary Draft FY26 Budget over 
the FY25 Budget include: 

Personnel Expenses 

(Labor and Fringe Benefits) increased overall by $4,945K, or 9.0%, excluding the 
Pension UAL costs 

• Wages - increase $2,768K, or 10.6% 

o COLA of 4.0% and contractual items of step and longevity increases 

• Overtime - increase of $30K, or 3.3% 

• Fringe Benefits costs- increase $2, 147K, or 7.6% 

o Anticipated increase in Medical insurance premiums, effective in 
January 2025, partially offset by; 

o Projected decrease in Retirement as per CalPERS Annual Valuation 
Report from 10.8% in FY25 to 10.6% in FY26 

Non-Personnel Expenses Excluding Sales Tax Bond related costs (which are 
represented in Section C below) decreased by 8.2% or $1,375K; primarily due to non
recurring costs from FY25 

C. Non-Operating Revenue/(Expense) 

Non-Operating Revenue/(Expense) totals $72,618K in FY25 and $71,009K in FY26. 
Non-Operating Revenue/(Expense) assumptions in the Draft FY25 Budget over the 
FY24 Final Budget, adopted in June 2022, include: 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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Sales Tax Revenues 

• 1979 Gross Sales Tax (1/2 cent) - flat to FY24, a conservative estimate based on 
overall inflation and decline of amounts received in FY24 

• 2016 Net Sales Tax (Measure D) -flat to FY24, the projected increase mirrors the 
anticipated forecast in the 1979 Gross Sales Tax (1/2 cent). 

Federal/State Grants 

• Transportation Development Act (TDA-LTF) - decrease of 0.6% or $54K, as per 
recent allocations 

• FTA 5307 - increase 57.4% or $2,220K, due to the final drawdown of American 
Rescue Plan Act of 2021 (ARPA) funding in FY24 

• FTA STIC - increase 100.0% or $5,613K, due to the final drawdown of American 
Rescue Plan Act of 2021 (ARPA) funding in FY24 

• LCTOP - decrease of 28.4% or $211 K, amounts are based on funding allocated 
from the State Controller's Office (SCO) from the Greenhouse Gas Reduction 
Fund via the Regional Transportation Commission (RTC). 

• Transit and Intercity Rail Capital Program (TIRCP), Workforce Training - increase 
of 60.0% or $193K due to the delay of Employee Workforce Training for new 
Hydrogen Bus & Infrastructure from FY24 

• Transit and Intercity Rail Capital Program (TIRCP), Service Expansion - increase 
of 100% or $15, 170K, in anticipated drawdown in FY25 to support the service 
expansion and Zero Fares pilot program 

COVID Relief Grants 

• American Rescue Plan Act of 2021 (ARPA) - decrease 100% or $9,959K; based 
on the final drawdown in FY24 for reimbursement of allowable personnel and 
operating expenses. 

All Other Revenue 

• Advertising Income - decrease of 30.0% or $52K, as a result of limited availability 
of space for advertising on buses after the launch of the One Ride at a Time 
campaign 

• Rental Income - decrease of 32.4% or $34K, as a result of the remodel of Pacific 
Station Metro will be unable to rent space at that location; partially offset by a slight 
increase of rentals at the Watsonville Transit Center 

• Interest Income- increase of 187.7% or $1,418K, based on current trends and the 
cash balance at the Treasury 

• All Other Income - decrease of 36.9% or $76K, primarily due to the CNG sales as 
a result of lower prices pass through to customers will be lower 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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Pension UAUSales Tax Revenue Bond Debt Service 

Increase 16.1 % or $670K primarily due to the Pension UAL payment based on the 
CalPERS Actuarial report from June 2022 

Overall decreases in Non-Operating Revenue Sources budgeted in FY26 of 2.2% or 
$1,609K, primarily driven by: 

• TIRCP Grant - decline of 9.4% 

• Pension UAL - increase of 85.0% 

Attachment C - Page 4 

D. Transfers & Operating Balance 

Operating Balance before Transfers total $6,870,738 in FY25 and $5,003,380 in FY26. 
Assumptions in the preliminary FY25 budget over the FY24 Final budget, adopted in 
June 2023, include: 

• Transfers to Capital Budget/Bus Replacement Fund of $3,092K is a slight 
decrease of 2.2% or $69K. This amount is consistent with the goal to honor our 
commitment to the Capital Budget and maintain assets in a state of good repair by 
committing a minimum of $3.0M each year from the Measure D and TOA-STA 
transfer from Operating, along with STA-SGR that goes directly to the Capital 
Budget. 

o Available Measure D revenues are 1.8% or $43K lower than FY24 

o STA-SGR grant is 3.2% or $26K lower than FY24 

o Total Transfer to Bus Replacement Fund is $3,092K in FY25 

• Transfers to/(from) Operating and Capital Reserve Fund of $7,181 K is a decrease 
of 5.8% or $455K 

o Fuel Tax - decrease by 50% or $146K due to the Fuel tax credit expiring 
in December 2024 

o UAL & OPEB - the $2,000K transfer is flat with FY24 

o Reserves Replenishments - decrease by 22.4% or $299K transfer to 
the Operational Sustainability Reserve Fund to meet target balance of 
three (3) months of the average operating expenses for the most current 
fiscal year's budget, in accordance with Metro's Revised Reserves 
Policy, adopted on Nov, 15, 2019). 

o Operating and Capital Reserve Fund - the $4,000K transfer is flat with 
FY24; Funds are committed 100% towards the local match for multiple 
Capital Projects (detailed in Attachment B) presented to the Board for 
consideration and approval as part of the Adoption of the Final Budget 
in June 2024. 

• Transfers from Covid Recovery Fund of $2,61 ?K is an increase of 6.3%; Funds 
from the Covid Recovery Fund will be reinvested in the FY25 Budget and beyond 
to sustain services during the period of ridership recovery to pre-pandemic levels 
and will be primarily allocated to one-time programs and initiatives 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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An overall decrease in the budgeted Transfers & Operating Balance in FY26 is 
20.5% or $1,943K 

• Capital Budget/Bus Replacement Fund increases by 0.8% or $19K 

• Reserves Replenishments increases by 17.8% or $184K 

• Operating & Capital Reserve Fund decreases by 50.0% or $146K 

• Cal PERS UAL & OPEB decreases by 100% or $2,000K 

• Covid Recovery Fund transfer increases 2.9% or $75K 

E. Capital Budget 

The Draft FY25 Capital Budget-Portfolio as shown in Attachment E totals $115,375K. 

The current FY25 Capital Budget-Portfolio consists of ongoing projects rolled forward 
from FY24 along with new projects which are funded by a variety of sources. 

In FY18, a new capital Budget funding strategy was adopted by the Board that results 
in a minimum of $3.0M 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. 

The following amounts are dedicated to the Bus Replacement Fund in FY25: 

• (2016 Net Sales Tax) - Measure D - $2,306K (transfer from Operating Budget) 

• STA-SGR - $786K (goes directly to the capital Budget) 

• Total= $3,092K 

Noteworthy ongoing capital project activity(> $1 00K) this fiscal year includes: 

• New and Ongoing Construction Related Projects: 

o Ongoing - METRO Owned ParaCruz Facility Project-$2,024K 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. 

o Ongoing - Pacific Station/Metro Center Redevelopment with the City of 
Santa Cruz - $4,491 K, over four years, $3,991 K from the Bus 
Replacement Fund and the remaining $500K from The Transit and 
Intercity Rail Capital Program (TIRCP) grant toward the redevelopment 
of the facility. Only the $500K from the TIRCP grant is remaining and in 
the FY25 Portfolio 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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o Ongoing - Hydrogen Fueling Station - $11,900K funded by a $8,950K 
TIRCP grant and $2,750K from the Operating & Capital Reserve Fund, 
and the remaining $200K from Federal 5339(b) Funds for the design and 
construction of a permanent hydrogen fueling station. Metro will partner 
with several experts in the industry to design and construct the fueling 
station. It is anticipated that the construction will begin in early 2024 and 
conclude by 2025 when the vehicles are delivered for testing and 
acceptance. 

o Ongoing - Watsonville Parking Lot - $1,500K from the Operating & 
Capital Reserve Fund. 

o New - Temporary Hydrogen Fueling Station - $4,500K from the 
Operating & Capital Reserve Fund. 

o New - Rapid Bus Enhancement - $9,500K funded by a $5, 1 00K TIRCP 
grant and $4,400K from the Operating & Capital Reserve Fund to 
provide transit enhancements along the Soquel Drive Corridor in the 
County of Santa Cruz, from La Fonda Avenue to Freedom Boulevard. 

o New - Watsonville Station Redevelopment - $8,500K from the TIRCP 
grant to redevelop the Watsonville Transit Center into an updated Transit 
and Mobility Center, with a four-story, 60+-unit, net-zero affordable 
housing development, to assist in serving historically disadvantaged 
communities with increased access to affordable housing and 
supporting mode shift from Single Occupancy Vehicle (SOV) use to 
transit. 

• New & Ongoing- IT Projects 

o Ongoing - Enterprise Resource Planning (ERP) System - The current 
financial system was purchased in the late 1990's, more than 20 years 
ago. The new system will incorporate Core Financials, Fixed Assets, 
HCM, Payroll, Purchasing, and Budgeting for a more efficient and 
integrated system. The total Budget is $3,850K - of which $200K for 
consulting costs were paid in FY23 from Operating Expenses with the 
remaining $3,650K to be capitalized and funded from the Operating & 
Capital Reserve Fund. 

o New - Integrated Ticketing & Schedule Optimization - $375K from the 
TIRCP grant that will seek to increase transit ridership by improving the 
customer experience through the implementation of contactless 
payments via contactless debit or credit card tap and go. Phase 2 will 
involve schedule optimization across local and regional agencies in 
order to reduce transfer times. 

• New & Ongoing - Facilities Upgrades and Improvements 

o Ongoing - JKS Facility - Upper security gates; this project will automate 
two gates, installation of a pedestrian access gate at JKS which will be 
funded with $511 K from the Operating & Capital Reserve Fund. 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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o Ongoing - Maintenance Facility Upgrades - $1,375K from TIRCP grant 
for the infrastructure improvement and modifications needed to maintain 
and support the addition of hydrogen cell buses to METRO's fleet 

o New - 23 Bus Shelters, benches, and 18 trash cans - $508K from the 
CalTrans Clean CA Transit Program and $108K from the Operating & 
Capital Reserve Fund to purchase and install bus shelters, including the 
creation of a pad if needed and solar lighting. This will provide safer 
locations for riders to wait for the bus, as well as provide consistent 
branding for METRO as it looks to increase ridership over the next 
several years 

• New & Ongoing - Fleet & Maintenance Equipment 

o New - Training Aids, Simulators, Components & Equipment-this project 
will provide a Bus simulator to aid in the training of newly hired bus 
operators freeing up buses that will be used in the field; the project will 
be funded with $444K from Federal 5339(c) LoNo Funds and $111 K from 
Measure D Reserve Fund. 

o New - Pressure Washer System - $200K from the Operating & Capital 
Reserve Fund will be used to purchase a new bus washing system, 
replacing the old, unreliable system currently installed 

• New & Ongoing - Vehicle Replacement & Infrastructure Projects - Santa Cruz 
METRO has been awarded grants from a variety of Federal, State, and local 
agencies to replace aging revenue and non-revenue (service) vehicles which are 
in alignment with Santa Cruz METRO's strategy to begin replacing its fossil-fueled 
bus fleet with all zero emission buses by 2040. 

o New - Hydrogen Fuel Cell buses (53) to assist in the replacement of 
obsolete CNG and Diesel vehicles $71,428KK; vehicles are expected to 
be delivered in 2025 for testing and acceptance and are being funded 
by Federal 5339 Funds ($23.4M), TIRCP ($13.0M), LPP ($1.0M), VW 
Grant ($25.0M), STA-SGR ($3.4M), and Measure D ($5.7M) 

o New-Additional Bus Components - $515K from Measure D will be used 
to procure replacement part, radios, AVL/ITS, APC, and One Ride at a 
Time wraps for buses purchased in FY24 

• Miscellaneous - reflects a proposed transfer of $202K from the Operating & 
Capital Reserve Funds to the FY25 Capital Budget-Portfolio for small projects, 
typically costing less than $1 00K, that are identified throughout the year and do 
not qualify for Federal or State grants. 

IV. STRATEGIC PLAN PRIORITIES ALIGNMENT 

This report pertains to METRO's Financial Stability, Stewardship & Accountability. 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 



6.11

Finance, Budget & Audit Standing Committee 
May 10, 2024 
Page 11 of 12 

V. FINANCIAL CONSIDERATIONS/IMPACT 

The proposed two-year FY25 and FY26 Operating Budgets - Attachment C total 
$76,836,998 and $80,977,632 respectively. In addition, METRO will be transferring: 
$2,306,779 in FY25 and $2,166,423 in FY26 to the Capital Budget (Bus Replacement 
Fund), $2,000,000 in FY25 and zero in FY26 for the UAL & OPES liability, $4,145,548 in 
FY25 and $4,000,000 in FY26 for Grant matching (includes Fuel Tax Credit), $1,035,158 
in FY25 and $1,218,978 in FY26 to Reserve Replenishment, and $2,616,747 in FY25 and 
$2,541,332 in FY26 from the COVID-19 Recovery Fund 

These results match the total Operating Revenue Budget of $83,707,736 in FY25 and 
$85,981,012 in FY26. This is a Draft Budget, which reflects available data regarding 
revenues and expenses. The Final two-year Budget will be presented to the Board of 
Directors on June 28, 2024. 

The Draft FY25 Capital Budget-Portfolio-Attachment E totals $115,375,215 

VI. ALTERNATIVES CONSIDERED 

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

VII. ATTACHMENTS 

Attachment A: 

Attachment B: 

Attachment C: 

Attachment D: 

Attachment E: 

Prepared By: 

Presentation of FY25 and FY26 Draft Operating Budgets and FY25 
Capital Budget-Portfolio 

5 - Year Budget Plan 

FY25 and FY26 Draft Operating Budgets 

Authorized and Funded Personnel 

FY25 Draft Capital Budget-Portfolio 

Cathy Downes, Sr. Financial Analyst 

REVIEW OF FY25 AND FY26 OPERATING BUDGETS AND FY25 CAPITAL BUDGET-PORTFOLIO 
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