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-ISSUE

Whether to approve the Fixed Route, ADA Paratransit/Dial-A-Ride, and Maintenance Operations
Contract for Service and conditionally approve the Second Amendment to the Service Agreement
with the City of Elk Grove.

RECOMMENDED ACTION

A. Adopt Resolution No. 19-03-__, Approving the Fixed Route, ADA Paratransit/Dial-A-Ride,
and Maintenance Operations Contract for Service with the City of Elk Grove; and

B. Adopt Resolution No. 19-03-__, Conditionally Approving the Second Amendment to the
Service Agreement with the City of Elk Grove.

FISCAL IMPACT

Budgeted: Yes This FY: $ 452,246*
Budget Source: Operating Next FY: $ 6,757,207
Funding Source: Elk Grove Contract* Annualized: $ 7.16 Million
Cost Cntr/GL Acct(s) or

Capital Project #:
Various GLs Total Amount: $ 35.8 Million

Total Budget: $ Various GLs
* The Elk Grove contract is anticipated to fund the service during the contract period; however,
$452,246 of unreimbursed startup labor and training costs will be incurred during this Fiscal Year.
In addition, as more fully discussed below, the Operations Contract will be a fixed-rate rather than
actual cost reimbursement methodology, so there is a risk of unreimbursed costs in future fiscal
years.

Background

In January of 2005, the City of Elk Grove (City) assumed responsibility from Sacramento Regional
Transit District (SacRT) for the administration and operation of all transit services to, from, and
within the City. The service was branded by the City as “e-tran” and included commuter and local
routes. In July 2006, the City also began operation of demand-response services and Americans
with Disabilities Act (ADA) complementary paratransit services, branded as “e-van.”

In conjunction with the City’s separation from SacRT, the City entered into a Service Agreement
with SacRT.  The key terms of the Service Agreement include: (1) providing permission for City
transit services to operate within SacRT’s service area, (2) establishing a proportionate share
payment to SacRT based on the benefits that light rail and other SacRT regional services provide
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to City residents, and (3) designating one City representative on the SacRT Board of Directors.
The term of the current Service Agreement is July 1, 2017 through June 30, 2020, with an annual
proportionate share payment to SacRT of $350,000. If a contract for SacRT to operate the City’s
e-tran and e-van service is approved, payment thereunder to SacRT would be considered to
satisfy the proportionate share requirement until the contract is terminated.  This change would be
reflected in an amended Service Agreement.

The City currently contracts with MV Transportation for the operation of its public transit service
and the contract expires on June 30, 2019. In April 2017, SacRT and the City began discussions
regarding SacRT operation of the City’s e-tran and e-van services under an intergovernmental
agreement. SacRT’s proposal offers the City a number of benefits, including improved service
quality, enhanced employee benefits, economies of scale savings, and a greater ability to
collaborate on regional transit operations.

After a discussion of the proposed contract terms at the February 25 Board Meeting, the Board
requested that the General Manager/CEO re-open negotiations regarding the terms of the
contract and created a subcommittee including Vice Chair Hansen, and Directors Hume, Nottoli,
and Schenirer to assist with negotiations.

The subcommittee held a meeting on March 4, which included participation of by SacRT and City
staff on March 4. SacRT Staff are now returning with the following terms (new or revised terms are
noted in italics):

Contract Term and Termination

The proposed Fixed Route, ADA Paratransit/Dial-A-Ride, and Maintenance Operations Contract
for Service with the City of Elk Grove (“Operations Contract”) establishes a five-year term, with
service provided by SacRT commencing on July 1, 2019, for a total value of approximately $36
million.

Revised term: It is the current intent that during this Contract’s term, the City and
SacRT will discuss the annexation of the City’s transit services into SacRT’s
jurisdiction. This discussion will commence no later than June 30, 2020. If the City
determines that SacRT’s performance for the first year exceeds the City’s previous
contractor, MV Transportation, during the last fiscal year of its contract, then City will
consider, and negotiate in good faith, annexation to SacRT’s jurisdiction.

New term: Either City or SacRT may terminate the contract for convenience with 270
calendar day’s written notice to the other party.

Compensation Methodology

SacRT submitted an initial cost proposal to City for the proposed services in February 2018. Since
that time, there have been refinements to and escalation of some of the costs from the initial
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proposal. In the pricing proposal, SacRT calculated all of the anticipated fixed and variable
contract costs. The annual fixed costs are divided by 12 to calculate a fixed Monthly
Administrative Cost. The annualized variable costs were divided by the estimated number of
annual revenue hours for both fixed-route and paratransit service to create a blended hourly cost
for revenue service. SacRT will be paid for the variable costs on the basis of the number of
revenue service hours actually provided in a given month. Both the monthly fee and the per hour
costs will be escalated by 3% each fiscal year. Reasons that costs might exceed the estimate
would include: labor cost increases; payment of claims that fall within SacRT’s self-insured
retention; or greater than anticipated maintenance costs due to the age of the City’s bus fleet.

SacRT does not have the right to request additional compensation if its costs exceed the
estimates. Because of this, there is some cost risk to SacRT’s operating budget by entering into
the Operations Contract. However, that cost risk is mitigated somewhat by SacRT’s ability to
terminate the Operations Contract for convenience with 270 calendar days’ written notice to the
City.

Terms of Performance

Under the Operations Contract, which contains many of the provisions that are currently included
in the City’s contract with MV Transportation, SacRT would be responsible for operational and
operational support activities, scheduling, and fare revenue collection for fixed route and ADA
paratransit services, as well as the maintenance of service revenue vehicles, a portion of a shared
City facility, and bus stop signs and shelters. SacRT’s performance of these services must also
comply with the following key provisions:

Key Staffing: SacRT must ensure that key staff positions remain filled for the duration of the
agreement. The key positions are the Operations Superintendent, Maintenance Supervisor,
Operations Training Specialist, and Data Analyst.

Reporting: SacRT must provide daily, monthly, and occurrence based performance reporting to
the City. SacRT is also responsible for tracking and reporting National Transit Database
information and other federally required information.

Liquidated Damages: Similar to the current contract between the City and MV Transportation,
SacRT would be subject to liquidated damages for not meeting certain contract requirements.
These include: (1) failure to comply with all material elements of SacRT’s Transition Plan that are
integral to service delivery beginning July 1, 2019, or failure to materially comply with contract
termination requirements (5% of the monthly administrative fee); (2) failure to permanently fill
vacancies in “key positions” described above (liquidated damages equal to the daily compensation
for each day the position is left vacant beyond 90 days); (3) failure to comply with operational
performance metrics after an initial 90-day grace period (generally unless cause was beyond
SacRT’s control), including: failure to maintain a system-wide unclassified revenue rate of 15%
($250 a month), missed trips (now $ 150 per trip starting, excluding the first two occurrences and
other excused missed trips), failure to pick up passengers (now $100 per verified pass-up), late
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first stops ($50 per late first stop per route block of work, excluding the first two occurrences and
other excused occurrences), failure to timely submit reports to City (now $100 per occurrence and
limited to NTD reports), late paratransit pick-ups ($50 per occurrence, excluding the first and other
excused occurrences), missed paratransit pick-ups (now $150 per occurrence, excluding the first
and other excused occurrences), failure to secure a paratransit passenger ($250 per verified
occurrence); (4) failure to meet maintenance performance metrics, including failure to clean a
vehicle per the schedule and criteria (now $50 per occurrence excluding the first and other
excused occurrences), failure to conduct preventive maintenance per the schedule ($250 per
monthly occurrence per bus), annual CHP inspection failure ($2,500 for the first occurrence, with
escalation for subsequent failures), failure to repair a bus stop sign or shelter within 7 days ($50
per occurrence unless repair is not possible within 7 days), and failure to clean a bus stop sign or
shelter (now $50 per occurrence after 3 days’ notice from City).

Revised term: Liquidated Damages Dispute Process: If SacRT disputes a determination
by City’s Transit System Manager on the assessment of liquidated damages, SacRT may
submit a request that the assessment be reviewed by the City Manager, who will review
and make a determination in consultation with SacRT’s General Manager/CEO.

New term: Possible Reduction or Elimination of Liquidated Damages: Prior to June 30,
2021, SacRT and City will confer in good faith to determine whether, due to SacRT’s
satisfactory Contract performance, it would be in the best interests of SacRT and City, for
administrative and other reasons, to reduce or eliminate the liquidated damage
assessments for the remaining Contract term. Any proposed reduction will be effective
upon the written approval of an authorized representative from both parties.

Revised terms: Reductions in Liquidated Damage Assessments:

(1) Failure to comply with all material elements of SacRT’s Transition Plan that are integral
to service delivery beginning July 1, 2019: assessment will only apply to the first month
of service.  If SacRT has not satisfied the Transition Plan requirements by August 1,
2019, SacRT must reimburse the City for additional staff costs, resources, and other
damages City may expend as a result of SacRT failing to implement transition
requirements as set forth in the contract.

(2) Failure to permanently fill vacancies in “key positions” within 90 days: City will not
assess liquidated damages if SacRT provides a full time equivalent employee who will
dedicate all their time to City’s operations and be located at the City’s Corporation Yard
until an acceptable, permanent replacement is found.

(3) Missed trips on fixed route service: assessment reduced from $250 to $150 (still
excluding the first two occurrences and other excused missed trips).

(4) Failure to pick up passengers on fixed route service: assessment/reimbursement
reduced from $500 to $100 per verifiable occurrence, with an additional exception
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added for when a bus is at seating and standing capacity for non-ADA passengers, or
there is no secured seating for ADA passengers.

(5) Failure to timely submit reports to City: now only applies to NTD sampling and monthly
reporting with the assessed amount reduced from $500 to $100 per occurrence.
However, SacRT must provide all required monthly reporting before City will be
obligated to pay SacRT’s monthly invoice for services.

(6) Missed pickup for ADA paratransit service: assessment reduced from $250 to $150
(still excluding the first occurrence and other excused missed trips).

(7) Failure to clean vehicles per the schedule: no assessment for first unexcused incident
per bus per month.

(8) Failure to clean bus stops or shelter per the schedule: no assessment if cleaned within
3 days of City notice to SacRT that a shelter has not been cleaned.

Indemnity: Each party must indemnify, defend, and hold harmless the other party for any claims,
damages, etc. resulting from that party’s negligent acts or omissions (but the City has no such
obligation for claims resulting from SacRT’s responsibilities under the agreement).

Warranties: Upon execution, SacRT and the City would jointly go through an inspection process
of all facilities, vehicles, equipment, goods, and services, to be supplied by the City for SacRT’s
use to identify and address any material defects.  SacRT would not be obligated to perform
services under the contract if the failure is due to any identified but unresolved material defects.
However, following SacRT’s acceptance of the facilities, vehicles, equipment, goods, and
services, the City would make no further warranty, with an exception for major powertrain
components for engine, transmission, and differential overhauls or replacements for the City’s
revenue service vehicles.

Insurance: SacRT must maintain, at a minimum, the following insurance coverage: (1)
Commercial general liability ($5,000,000 per occurrence), (2) Commercial automobile coverage
(combined single limit of $5,000,000), (3) Comprehensive and collision/physical damage
($10,000,000 per occurrence/$500,000 per vehicle), Garagekeepers ($500,000 per
occurrence/$1,000,000 aggregate), On-Hook/Cargo ($500,000 per occurrence/$1,000,000
aggregate), (4) Workers’ Compensation and Employer’s Liability ($1,000,000 per occurrence), (5)
Umbrella and Excess Liability policy ($20,000,000 per occurrence), (6) Employee
dishonesty/fidelity bond ($1,000,000 per occurrence), and (7) Pollution legal liability ($1,000,000
per occurrence).

Facility: SacRT would lease a portion of the City Corporation yard in Elk Grove to perform transit
services under the Operations Contract, including administrative operations, dispatch,
maintenance, potential fueling, and parking. SacRT would be responsible for maintaining the
portion of the shared facility exclusively reserved for SacRT, with the exception of shared systems
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such as  fire suppression and heating ventilations and air conditioning (HVAC), as well as
landscaping, custodial services, and pest control.

Service and Fares

Under the Operations Contract, SacRT would operate all routes that the City currently identifies as
available to the public. This service is described in Exhibit “I” of the Operations Contract, and
includes six local routes, ten commuter routes, as well as four Saturday routes, and daily dial-a-
ride/ADA paratransit service at the same level operated today. The service would be operated out
of the Elk Grove Corporation yard with City-owned and branded transit vehicles as it is today.

In addition, the Operations Contract addresses the possibility of SacRT providing system-wide or
regional paratransit services.  The parties intend to commence negotiation on regional paratransit
service immediately, with a goal of July 1, 2019 implementation. The method of providing regional
paratransit services and the fares for such service are subject to future negotiation with both
Paratransit, Inc. and the City.

New Term: Branding: SacRT will have the right to incorporate its logo/branding decal on
City‐owned revenue service vehicles, subject to the City’s final approval and determination
of the logo/branding decal’s size, location, and composite materials.

New Term: Fare Integration: During the term of this Contract, City and SacRT will work
towards improved fare integration between the two systems for the greater convenience of
the traveling public, and pursue amendments to any applicable transfer agreements
between the parties as necessary to achieve that objective.

Employment

All e-van and e-tran employees are currently employees of MV Transportation. The drivers,
reservationists, dispatchers, mechanics, technicians and utility workers are represented by the
Amalgamated Transit Union Local 256 (ATU). The supervisors and managers are non-
represented.

SacRT’s intent is to offer employment to all qualified employees who would like to continue
serving in the City. SacRT has authorized 98 new positions for the Elk Grove operation. All MV
employees who apply and meet the minimum qualifications for a position would be invited to an
interview with SacRT and offered employment upon successful completion of an interview and
pre-employment screening, and training. SacRT’s goal is to make the transition as seamless as
possible.

SacRT is currently coordinating with ATU to establish an agreement for the SacRT employees
who would be in the Elk Grove bargaining unit, with the intent of having similar terms to the current
agreement between ATU and MV Transportation. This would include all employees currently
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represented by ATU if they elect to become SacRT employees.  SacRT has committed to the City
and ATU that employees will receive comparable wages, improved medical benefits and an
increase over the current deferred compensation contribution. Because the details of the labor
agreement have not yet been finalized, the uncertainty surrounding labor costs represents one of
the biggest risks of the Operations Contract.
Organization

Under the direction of the SacRT Director of Transportation, the Operations Superintendent will
have primary responsibility for delivery and monitoring of transit operations and maintenance
under the contract, including oversight and supervision of dispatch supervisors, bus operators,
maintenance employees, and customer service staff. The current contract management structure
is described in the following chart.

Contract Management Structure:

Benefits and Opportunities

As stated previously, the SacRT contract with the City would provide a fair and reasonable
compensation package to operators, dispatchers, customer service representatives and
maintenance staff.   The City’s report to Elk Grove City Council on December 12, 2018 explained
that  MV Transportation and other private operators have experienced a driver shortage over the
past year. City staff stated that the shortage has stemmed primarily from a robust economy with
low unemployment that has offered potential bus drivers more competitive wages and benefits in
sectors outside of privately operated public transit.  The City described late and missed trips due
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to lack of available drivers. With more competitive wages/benefits, and a larger pool of available
drivers, SacRT will likely provide greater driver retention and availability for City transit services
and improved service quality.

SacRT also offers economies of scale through the consolidation of certain administrative functions
and staff.  SacRT can provide additional resources including experienced transit scheduling
personnel who will analyze run-cutting (schedule-making) for e-tran service to further evaluate and
improve on-time performance issues. SacRT’s experienced transit operations staff will expand the
depth and breadth of available resources for the City transit service.

Additional benefits include the ability to collaborate more effectively on regional transit operations
and long-range capital and strategic planning efforts.  Contracting with the City will provide SacRT
the opportunity to understand the City’s transit operations and future transit objectives, while still
allowing the City to maintain oversight and administration of transit services.  With the recent
annexation of the cities of Citrus Heights and Folsom, annexation may be considered by the City
of Elk Grove after a successful contract term.  Annexation offers an even stronger partnership
between SacRT and the City, including broader economy of scale, and improving our ability to
compete more successfully for regional, state and federal funding, benefitting the region as a
whole.

Amendment to the Service Agreement

Currently, under the Service Agreement, the City pays $350,000 per fiscal year in monthly
installments of $29,166.67 as its proportionate share payment to SacRT based on the benefits
that light rail and other regional SacRT services provide to City residents. The term of the Service
Agreement  is July 1, 2017 through June 30, 2020. If SacRT and the City enter into the
Operations Contract, the Services Agreement will be amended to provide that, beginning July 1,
2019, while the Operations Contract is in effect, the amounts paid to SacRT under the Contract for
Service will be considered to satisfy the statutory proportionate share requirement. If the
Operations Contract is terminated during Fiscal Year 2020, the City must resume the specified
proportionate share payments for the remaining term of the Service Agreement.

Staff Recommendation

Staff recommends that the Board approve the Fixed Route, ADA Paratransit/Dial-A-Ride, and
Maintenance Operations Contract with the City of Elk Grove and conditionally approve the Second
Amendment to the Service Agreement with the City of Elk Grove contingent upon the City
approving the Operations Contract.



RESOLUTION NO. 19-03-_____

Adopted by the Board of Directors of the Sacramento Regional Transit District on this date:

March 11, 2019

APPROVING THE FIXED ROUTE, ADA PARATRANSIT/DIAL-A-RIDE, AND
MAINTENANCE OPERATIONS CONTRACT FOR SERVICE WITH THE CITY OF ELK

GROVE

BE IT HEREBY RESOLVED BY THE BOARD OF DIRECTORS OF THE
SACRAMENTO REGIONAL TRANSIT DISTRICT AS FOLLOWS:

THAT, the Fixed Route, ADA Paratransit/Dial-A-Ride, and Maintenance Operations
Contract for Service by and between the Sacramento Regional Transit District (therein
“SacRT”) and the City of Elk Grove (therein “City”), whereby SacRT agrees to provide fixed
route, ADA Paratransit/Dial-a-Ride and maintenance services for a five-year period,
beginning July 1, 2019 and ending June 30, 2024, and City agrees to compensate SacRT
based on a fixed monthly administrative rate and a per hour rate for hours of revenue
service actually provided, for a total amount not to exceed $36 million, as further specified
therein, is hereby approved.

THAT, the Chair and General Manager/CEO are hereby authorized and directed to
execute the foregoing agreement.

A T T E S T:

HENRY LI, Secretary

By:

PATRICK KENNEDY, Chair

Cindy Brooks, Assistant Secretary



RESOLUTION NO. 19-03-_____

Adopted by the Board of Directors of the Sacramento Regional Transit District on this date:

March 11, 2019

CONDITIONALLY APPROVING THE SECOND AMENDMENT TO THE SERVICE
AGREEMENT WITH THE CITY OF ELK GROVE

BE IT HEREBY RESOLVED BY THE BOARD OF DIRECTORS OF THE
SACRAMENTO REGIONAL TRANSIT DISTRICT AS FOLLOWS:

THAT,  the Second Amendment to the Service Agreement between the Sacramento
Regional Transit District (therein “SacRT”) and City of Elk Grove (therein City”) whereby
SacRT agrees to treat payments made by City under the Fixed Route, ADA
Paratransit/Dial-A-Ride, and Maintenance Operations Contract for Service (“Operations
Contract”) as City’s “proportionate share” contribution toward regional transit service for
Fiscal Year 2020, beginning July 1, 2019 and ending June 30, 2020, is hereby conditionally
approved, pending execution of the Operations Contract.

THAT, the Chair and General Manager/CEO are hereby authorized and directed to
execute the Second Amendment following full execution of the Operations Contract.

A T T E S T:

HENRY LI, Secretary

By:

PATRICK KENNEDY, Chair

Cindy Brooks, Assistant Secretary


