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This chapter presents detailed findings for each of the major performance audit
sectors: Compliance requirements, prior audit recommendations, Transit

Development Act (TDA) performance measures and trends, and RTPA functions.

This section examines the Santa Cruz County Regional Transportation
Commission’s compliance with the Transportation Development Act and relevant
sections of the California Code of Regulations. An annual certified fiscal audit
confirms TDA funds were apportioned in conformance with applicable laws,
rules, and regulations.  Although compliance verification is not a TPA
responsibility, several specific requirements concern issues relevant to the
performance audit. The TPA findings and related comments are delineated in
Exhibit 1.

Compliance was determined through interviews with SCCRTC staff and a
physical inspection of relevant documents, including the fiscal audits for each
year of the triennium; planning documents, TDA claims forms, annual State
Controller reports, year-end performance reports, and other related
documentation.

We believe the SCCRTC adheres to Transportation Development Act (TDA) faws
and regulations in an efficient and effective manner, and is in compliance with
TDA rules and regulations with two exceptions. We recommend the SCCRTC
establish a process to review the Santa Cruz Metropolitan Transit District for
potential improvements to the transit system to assure TDA funding is spent
efficiently. This is a requirement of PUC Section 99244 which states, “Each
transportation-planning agency shall annually identify, analyze, and recommend
potential productivity improvements. . .” In addition, the prior audit did not include
auditing the paratransit services previously contracted to a local non-profit by the
SCMTD. This audit includes the paratransit service, as SCMTD now operates
the service under the ParaCruz branding. Future audits, whether the service is
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The RTPA has established a Social Service Transportation Advisory

PUC 99238,

In compliance

The Elderly & Disabled Transportation

Council. 99238.5 Advisory Committee serves as this
function.

The RTPA must ensure there is a citizen participation process, which PUC 99238.5 in compliance A robust citizen participation process

includes at least an annual public hearing. exists for RTC matters.

The RTPA has adopted rules and regulations delineating procedures PUC 99233.3. In compliance SCCRTC has a detailed claims process

for the submission of claims for facilities provided for the exclusive 99234 for these procedures.

use of pedestrians and bicycles.

The RTPA has ensured thai all claimants to whom it allocates TDA PUC 99245 in compliance FY 2003/04 11/18/04

funds submit to the RTPA and to the State Controller an annual
certified fiscal and compliance audit within 180 days after the end of
the fiscal year.

December 30 = 180 Days
March 30= 90-Day Extension (If approved)

FY 2004/05 11/8/05
FY 2005/06 10/25/06
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The RTPA has annually identified, analyzed, and recommended PUC 99244
potential productivity improvements that could lower the operating
costs of those operators that operate at least 50 percent of their
vehicle service miles within the RTPA's jurisdiction.
Recommendations include, but are not being limited to. those made
in the performance audit. The RTC has not established a process
) o , o Exception to review operations of the SCMTD to
e A committee for the purpose of providing advice on productivity ) ) } i ) ‘
. identify strategies aimed at improving
improvements may be formed. .
] efficiency.
e The operator has made a reasonable effort to implement Exception
improvements recommended by the RTPA, as determined by the
RTPA, or else the operator has not received an allocation that
exceeds its prior year allocation.
All transportation operators and city/county governments which have PUC 99231 In compliance LTF funding is allocated to SCMTD and
responsibility for serving a given area, in total, claim no more than no claim exceeds funding
those Local Transportation Fund moneys apportioned to that area. apportionments.
The RTPA has designated an independent entity fo conduct a PUC 99246, 99248 Exception During the previous triennium, funds

performance audit of operators and itself (for the current and previous
triennia). For operators, the audit was made and calculated the
required performance indicators, and the audit report was transmitted
to the entity that allocates the operator's TDA monies and to the
RTPA within 12 months after the end of the triennium. If an
operator’s audit was not transmitted by the start of the second fiscal
year following the last fiscai year of the triennium, TDA funds were
not allocated to that operator for that or subsequent fiscal years until

allocated for paratransit purposes which
SCMTD contracted with a local non-
profit agency for were not included in
the audit.
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the audit was transmitted.

The RTPA has submitted a copy of its performance audit to the
Director of the California Department of Transportation. In addition,
the RTPA has certified in writing to the director, that the performance
audits of operators located in the area under its jurisdiction have been
completed.

PUC 99246

in compliance

SCCRTC has submitted required
documents in conformance with
requirements.

The performance audit of the operator providing transportation
services shall include, but is not limited to, a verification of the
operator's operating cost per passenger, operating cost per vehicle
service hour, passengers per vehicle service mile, and vehicle service
hours per employee, as defined in Section 99247. The performance
audit shall inciude, but is not limited to, consideration of the needs
and types of passengers being served and the employment of part-
time drivers and the contracting with common carriers of persons
operating under a franchise or license to provide services during peak
hours, as defined in subdivision (a) of Section 99260.2.

PUC 99246

In compliance

The previous audit met all state
requirements.

If an operator serves urbanized and non-urbanized areas in the area
of jurisdiction of a transportation planning agency, the RTPA shall
adopt ruies and regulations to determine what portion of the public
transportation services of the operator serves urbanized areas and
what portion serves non-urbanized areas to determine its required
ratios of fare revenues to operating cost.

PUC 99270.1

N/A

This requirement does not apply due to
the establishment of a half-cent sales
tax for transit purposes in the 1970's.
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This requirement does not apply due to

The RTPA has established rules and regulations regarding revenue PUC 99270.1, N/A

ratios for transportation operators providing services in urbanized and 99270.2 the establishment of a half-cent sales
new urbanized areas. tax for transit purposes in the 1970’s.
The RTPA has adopted criteria, rules, and regulations for the PUC 99275.5 In compliance SCCRTC has established such rules in
evaluation of claims filed under Article 4.5 of the TDA and the conformance with law for Article 8
determination of the cost effectiveness of the proposed community funds.

transit services.

State Transit Assistance funds received by the RTPA are allocated PUC 99312.5, In compliance STA funding is allocated to Capital

only for transportation planning and mass transportation purposes.

99313.3. Prop 116

Projects as there is no ratio requirement
established in Santa Cruz County.

The amount received pursuant to Pubiic Utilities Code Section PUC 99314.3 In compliance SCCRTC distributes all funds in
99314.3 by each RTPA for State Transit Assistance is allocated to the accordance with requirements.
operators in the area of its jurisdiction as allocated by the State

Controller.

If TDA funds are allocated to purchases not directly related o public PUC 99401.5 N/A All funds are distributed to transit,

or specialized transportation services, or facilities for exclusive use of
pedestrians and bicycles, the transit planning agency has annually:

o Consulted with the Social Services Transportation Advisory Council
(SSTAC) established pursuant to Public Utilities Code Section
99238;

pedestrian, and bicycle specialized
programs.

No funds are distributed for streets and
roads.
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¢ Identified transit needs, including:

- Groups who are transit-dependent or transit-disadvantaged,

- Adequacy of existing transit services to meet the needs of groups
identified, and

- Analysis of potential alternatives to provide transportation
services:

s Adopted or re-affirmed definitions of “unmet transit needs” and
“reasonable to meet”;

o |dentified the unmet transit needs and those needs that are
reasonable to meet; and

* Adopted a finding that there are no unmet transit needs. that there
are no unmet needs that are reasonable to meet, or that there are
unmet transit needs including needs that are reasonable to meet.

If a finding is adopted that there are unmet transit needs, these needs

must have been funded before an allocation was made for streets
and roads.

The RTPA has submitted to an audit of its accounts and records by
the county auditor, or a certified public accountant, for each fiscal
year. The RTPA must transmit the resulting audit report to the state
controller within 12 months of the end of each fiscal year, and the
audit must be performed in accordance with the Basic Audit Program
and Report Guidelines for California Special Districts prescribed by
the state controller. The audit shali include a determination of
compliance with the Transportation Development Act and

CCR 6662

In compliance
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accompanymg rules and regulations. Financial statements may not

commingle the State Transit Assistance fund, local transportation |

funds, or other revenues or funds of any city, county or other agency.
The RTPA must maintain fiscal and accounting records and
supporting papers for at least four years following fiscal year close.
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R AULHT RECOMMENDATIONS

This section reviews and evaluates the implementation of the prior Triennial
Performance Audit recommendations, and determines the degree of
implementation. This objective assessment is to provide assurance the Santa
Cruz County Regional Transportation Commission has made quantifiable
progress toward improving both the efficiency and effectiveness of its operation.

The prior audit, completed in 2004 by Moss, Levy & Hartzheim, for the three
years ending June 30, 2003 prescribed one recommendation for the SCCRTC.
The relevance, progress, effectiveness, and difficulties in implementing each
recommendation were determined by reviewing relevant planning documents
and reports, and through interviews with SCCRTC staff and commissioners.

Frior Hecommendation 1- Adminisiration & Management

During the prior audit, the SCCRTC was a part of the County of Santa Cruz. As
such, salaries, budgetary systems and county policies, procedures and services
were not meeting the needs of the Commission. The audit recommended

exploration of becoming independent of the County structure.

is1 Partially implementad.

Prior Audit Finding:

Possible duplication in the use of the county for services such as accounting,
human resources, fleet, insurance were discussed and it was recommended the
operational relationship between the two parties be examined to see if autonomy
might improve efficiency at the RTC.

Discussion:

The SCCRTC has expended considerable effort during the “Autonomy Project”,
which began in September 2005. The effort was larger than originally anticipated
but staff feels that it has gone well and has been a positive move for the RTC as
duplication of effort particularly in administrative functions has been reduced from
when they were part of the County of Santa Cruz. A detailed work plan and
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timeline was reviewed. A series of tasks with over 160 steps were developed to
assure all aspects of separation were achieved. The final steps to independence
were not taken until November 2006, outside the scope of this audit. Several
administrative tasks have yet to be completed.

The SCCRTC has established itself as a separate entity with unique job
descriptions for the regional staff, streamlining the hiring process. It is believed
this will lead to staff stability and will allow the agency to retain institutional
knowledge. Administrative and human resources policies have been adopted by
the RTC. Staff is currently in the process of developing its own written
procedures which, in interviews with staff, are needed to streamline the process

for such things as standardized contract requirements and procedures.

While the RTC is still part of the County Accounting System, staff feels the
process is no longer duplicative and the current arrangement of the County
issuing checks for vendors and payroll works well.
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The Santa Cruz County Regional Transportation Commission had experienced some
furnover at the upper level of management. In interviews with staff as well as the
Commission, there is a perception of knowledgeable, motivated staff at all levels who
work cooperatively together to fulfill the mission of the Commission.

Planning was begun in September 2005 for the SCCRTC to become autonomous.
That effort was considerably greater than expected but was nearly complete by
November 2006. Staff feels very positively about the effort so far as it has been a
positive move for the RTC and duplication of administrative functions has been
reduced. Concern was expressed that they want to see this cooperative relationship
maintained as the Autonomy Project is completed. One of the guiding principles of
the Board was that employee compensation and retirement not be affected by the
change. This guiding principle should be maintained as the Classification and
Compensation Plan is undertaken.

Overseeing the transit operations is much easier in Santa Cruz County as only one
fixed-route operator is present. Two issues which should be addressed during the
next audit period are establishing RTC oversight of the Santa Cruz County MTD, as
required by the Public Utilities Code. In addition, coordination of specialized transit
services needs to be overseen by the RTC as SAFETEA-LU requires a planning
effort be completed to ensure efficient services are offered to ADA eligible clients.
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0 REGIONAL COORDINATION

o Regional Transporiation Plan Development
Regional Transportation Planning Agencies are required to prepare a
Regional Transportation Plan (RTP) on a five-year basis as amended by the
California Transportation Commission in 1999. The most recent RTP was
prepared in May 2005.




The RTP included six goals and a total of over 130 objectives which support
those goals. The goals are broadly stated targets that are general in nature
and not time-specific. Objectives are specific and quantifiable results
contributing to the achievement of a goal.

e Regional Transportation Plan Topics
The structure was based on State and Federal statutory requirements and
California Transportation Commission (CTC) guidelines.

The CTC guidelines address major transportation concerns in Santa Cruz
County for the following categories:
1. A vision for the region,
Reaffirming SCCRTC priorities,
Land use,
Roads,
Transit,
Non-motorized travel,

Aviation,

® NP O A »DN

Goods movement,
9. Environmental quality,
10. Transportation finance, and

11. Monitoring implementation of the RTP.
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e Regional Transportation Implementation
The Investment Program Section of the RTP forms the basis for development
and ongoing maintenance of the Regional Transportation Improvement
Program (RTIP).

M/

o OVERSIGHT

i
S Bowd

e Technical and Managerial Assistance
Interviews with claimants and other stakeholders indicate that the RTC staff is
knowledgeable and responsive when asked to provide technical and
managerial assistance.

e TDA Claim Processing
SCCRTC processes claims for both the Local Transportation Fund (LTF) and
the State Transit Assistance Program (STA) and has a Rules and
Regulations Manual which was updated in December 2004 to guide the TDA
claims process.

e Unmet Needs Assessment
As all TDA funding is allocated for Transit purposes, an Unmet Transit Needs
public hearing is not statutorily required. Nonetheless, the SCCRTC does
have an extensive public process to identify unmet transit needs to guide the
development of transit services within the county. The Elderly and Disabled
Transportation Advisory Committee conducts this public process and

forwards its recommendations to the full Commission.

MARKETING AND TRANSPORTATION ALTERNATIVES

This functional area consists of promoting public transportation and transportation
alternatives to the region’s population. As the RTPA, the SCCRTC may supplement the
operator’s efforts or produce materials in lieu of the operator preparing them. lIdeally, the
RTPA should gather and evaluate data regarding transportation and transportation

alternatives within its jurisdiction when it conducts marketing and public information
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campaigns through (1) specific ridership surveys and (2) surveys of the general public
regarding familiarity with transit and other transportation alternatives.

The SCCRTC has a wide range of public material that it has produced including a
“Guide to Specialized Transportation Services,” educational materials which delineate
the true cost of driving, as well as other materials which provide information on
alternative transportation options for residents of Santa Gruz County.

The SCCRTC website contains information such as documents including the RTP and
RTIP. Committee and Policy Board meeting agendas and minutes are listed along with
issue papers such as those dealing with transportation projects under construction.
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AGENDA: June 21, 2007

TO: Regional Transportation Commission
FROM: Daniel Nikuna, Fiscal Officer and Luis Pavel Mendez, Deputy Director
RE: 2007 Triennial Performance Audits of the Regional Transportation Commission

(RTC) and the Santa Cruz Metropolitan Transit District (SCMTD)

RECOMMENDATION: ’
Staff recommends that the Regional Transportation Commission (RTC):

l. Accept the Triennial Performance Audit Reports of the RTC and the SCMTD
(Attachment 1 & 2 - enclosed separately);

bo

Direct staff to work with the Budget and Administration/Personnel Committee to develop

recommendations responding to the findings in the RTC Triennial Performance Audit;
and

3. Request that SCMTD provide a response to the findings in the SCMTD Triennial
Performance Audit.

BACKGROUND

State law requires triennial performance audits of local transportation planning agencies and
transit operators who receive Transportation Development Act (TDA) funds. The audit
determines compliance with state requirements and evaluates the efficiency, effectiveness and
economy of operations. The Performance Audit Guidebook produced by Caltrans states:

“While meeting the legal requirements for conducting a performance audit is important, a
performance audit also provides an opportunity for an independent, objective and
comprehensive review of the economy, efficiency, and effectiveness of the entity being

audited. The audit has other benefits, including:

* Provides management with useful information to assess past activities and provides
insight for future planning efforts;

=  Provides management with a review and evaluation of an agency’s organization and
operations;

* Presents an opportunity to utilize auditor expertise which can supplement staff work; and

= Assures public accountability for the use of public funds.”
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The 2007 performance audits of the RTC and the SCMTD were conducted by Moore &
Associates in accordance with Section 99246 of California’s Public Utilities Code (PUC) and
covered fiscal years 2004, 2005 and 2006. The audit reports are due to the State Controller by
June 30, 2007.

DISCUSSION

The RTC Triennial Performance Audit (Attachment 1) finds that the RTC is in compliance with
the TDA with two exceptions:1) lack of a “process to evaluate SCMTD for potential
improvements to assure TDA funding is efficiently spent” and 2) the exclusion of review of the
paratransit services from the prior triennial performance audit. The RTC performance audit
mcludes the following five recommendations:

= Establish a process to review the SCMTD’s operation for review and implementation of
potential changes which would make the operation more efficient as required by PUC
Section 99244,

» Ensure all future Triennial Performance Audits include the paratransit function regardless of
contractual approach.

= Complete a Coordinated Human Services Transportation Plan for the County of Santa Cruz
to coordinate and optimize specialized transportation services.

»  Complete a Classification and Compensation Study of RTC staff which compares technical
staff with like-peers.

= Assess the need for continuing both the RTC’s “regular” commission meetings and the
Transportation Planning Workshop Committee’s meetings. There appears to be cross-over
between the two, and the administrative effort associated impacts RTC program
implementation.

The first two recommendations are designed to address the compliance exceptions. The third
recommendation addresses a new requirement under the Safe Accountable Flexible Efficient
Transportation Equity Act: A Legacy for Users (SAFETEA-LU). The fourth recommendation
addresses the need for a staff classification and compensation study and the fifth
recommendation addresses RTC meeting frequency.

The SCMTD Triennial Performance Audit (Attachment 2) finds that the SCMTD “is in
compliance with the spirit and intent of the TDA” and presents three recommendations.

Staff recommends that the RTC accept the triennial performance audits, direct staff to
work with the B& A/P Committee to respond to the audit recommendations and request

that the SCMTD respond to the audit recommendations.

SUMMARY
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The required triennial performance audits for fiscal years 2004, 2005 and 2006 have been
completed. The audits include findings of compliance and recommendations. Staff recommends
that the RTC accept the audits, direct staff to work with the B&A/P Committee to respond to the
audit and request that SCMTD provide a response to the audit recommendations. The

performance audits are public records and they are available for review by the public at the RTC
office.

Attachment 1: Triennial Performance Audit of the SCCRTC (enclosed separately)
2: Triennial Performance Audit of the SCMTD (enclosed separately)

\Rtcserv\Shared\ I PWATPW 200N TPWO0607\2000PerformanceAudit.doc
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Santa Cruz Metropolitan \

DRAET Transit District
Tony Campos, Chair
Santa Cruz County Regional Transportation Commission Atﬁach ment Q_‘

1523 Pacific Avenue
Santa Cruz, California 95060

I

June 22, 2007

Subject: METRO Responses to Triennial Performance Audit Recommendations
Dear Chair Campos,

The Board of Directors of the Santa Cruz Metropolitan Transit District (METRO) has reviewed
the Triennial Performance Audit Report prepared by Moore and Associates on behalf of the
Santa Cruz County Regional Transportation Commission (SCCRTC). The Board has also
reviewed and discussed the recommendations that are contained in the Audit Report. This letter
reflects the discussions of the Board of Directors and is the formal response to the
recommendations requested by the SCCRTC in their action of June 21, 2007.

TPA Recommendation #1

PUC Section 99244 requires the RTC to establish a process to review SCMTD’s operation for
possible implementation of changes making the operation more efficient. We recommend that
SCMTD actively participate in the process set up by the RTC.

METRO Response to Recommendation #1

METRO recognizes the PUC requirement that RTC develop a process to review transit
operations. METRO looks forward to working cooperatively with the RTC to look at efficiency
improvements, with the understanding that the Board of Directors is responsible for making final
decisions in this area.

TPA Recommendation #2

Participate in the Human Service Coordination Planning Process which the SCCRTC will begin
in 2007.

METRO Response to Recommendation #2

METRO agrees that participation in the Coordinated Human Services Planning process required
by SAFETEA-LU, being carried out by AMBAG (not SCCRTC), is a constructive and
worthwhile effort. METRO staff will continue to be active participants in the AMBAG process.
However, METRO disagrees with the conclusion that there are inefficiencies in the way
Specialized Services are delivered in Santa Cruz County. METRO is responsible for all ADA
service in the METRO service area. This service is delivered in a cost-effective way that allows
the Board of Directors to be fully responsible for controlling how it is delivered in order to
achieve legal compliance. Other agencies provide effective Specialized Services that are

370 Encinal Street, Suite 100, Santa Cruz, CA 95060 (831) 426-6080 FAX (831) 426-6117
METRO OnlLine at http.//www.scmtd.com ‘ . d ‘
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targeted to specific clientele based upon needs and funding source criteria. There is not sufficient
information, nor analysis, contained in the body of the Audit to support a conclusion that there
are inefficiencies in the manner that Specialized Services are implemented in Santa Cruz County.

TPA Recommendation #3

The SCMTD should consider implementing a strategic marketing plan aimed at increasing
ridership. This effort could focus on the community TDM realm by participating in region-wide
mobility plans.

METRO Response to Recommendation #3

METRO agrees that the implementation of a strategic marketing plan would be helpful in
informing residents of the service area of the various programs and services offered by METRO.
METRO will be seeking funding sources to support the development and implementation of such
a plan. METRO agrees that the implementation of a strategic marketing plan would have a
positive effect in increasing ridership. However, Recommendation #3 and the supporting Audit
Report are vague in the reference to the “community TDM realm” and the Recommendation fails
to recognize the difference between under utilized service and service that is suffering from
capacity constraints. While Recommendation #3 points out the need for METRO to reactivate a
community marketing effort, the lack of specific information regarding the portions of the
service where ridership has declined limits the effectiveness of the Recommendation.

The Board of Directors and staff at METRO appreciate the collaborative effort that the SCCRTC
staff engaged in during the Triennial Performance Audit process. METRO looks forward to

working with the SCCRTC to implement the recommendations outlined in this letter.

If you have any questions with respect to the responses contained in this letter please contact me.

Sincerely,

Marcela Tavantzis, Chair
Board of Directors

cc: George Dondero, Executive Director, SCCRTC
Leslie R. White, General Manager
Margaret Gallagher, District Counsel
File

4.d2





