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November 5, 2020 

Audit and Finance Subcommittee 
Thursday, November 12, 2020 

Webex/Phone 
12:00 p.m. 

Action Recommended 

1.  Public Comment (yellow card) 

Public comment is being taken in written format and will be 
entered into the official minutes of the meeting. 

1.   For Information 

2. Minutes

Minutes from the October 15, 2020 Audit and Finance 
Subcommittee meeting are presented for approval. 
 

2. For action 

3. Fiscal Year 2021 (FY21) 1st Quarter Budget Review  

Paul Hodgins, Chief Financial Officer, will provide an overview 
of the 1st Quarter Budget performance for Valley Metro RPTA 
and Valley Metro Rail. 

3. For discussion and      
possible action 

4. Revenue Review and Service Planning Process for 
FY22 

Paul Hodgins, Chief Financial Officer and Joe Gregory, 
Manager of Service Planning and GIS, will provide an update 
on local and regional revenue projections and performance and 
an overview and timeline of the service planning process for 
FY2022, including possible service reductions. 

4.    For information 

5. Internal Audit Update

Jennifer Davis, Sr. Internal Auditor, will provide an update on 
the actions taken in Internal Audit and external reviews. 

5. For information 

6. Internal Audit Exceptions Update

The Internal Audit Exceptions log is presented for information. 
 

6. For information 

Agenda 
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7. Intergovernmental Agreements, Contract Change
Orders, Amendments and Awards

7. For information

Paul Hodgins, Chief Financial Officer, will provide an overview 
of upcoming intergovernmental agreements, contract change 
orders, awards, amendments. 

8.   Future Agenda Items

Chair Arredondo-Savage will request future AFS Agenda items 
from members and members may provide a report on current 
events. 

 Parallel Budget Scenarios/Rail 12-15 minutes costs – January
2021

 Bus Advertising Information – January 2021
 Fare Recovery/Enforcement – February 2021

8. For information

The next meeting of the Audit and Finance Subcommittee is scheduled for January 14, 
2021. 

Qualified sign language interpreters are available with 72 hours notice. Materials in 
alternative formats (large print, or flash drive) are available upon request. For further 
information, please call Valley Metro at 602-262-7433 or TTY at 602-251-2039.  To 
attend this meeting via teleconference, contact the receptionist at 602-262-7433 for the 
dial-in-information. The supporting information for this agenda can be found on our web 
site at www.valleymetro.org.  

http://www.valleymetro.org/
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DATE      AGENDA ITEM 1 
November 5, 2020 

SUBJECT 
Public Comment 

PURPOSE 
Public comment is being taken in written format and will be entered into the official 
minutes of the meeting. 

COST AND BUDGET 
None 

RECOMMENDATION 
This item is presented for information only.  

BACKGROUND | DISCUSSION | CONSIDERATION 
None 

COMMITTEE PROCESS 
None 

CONTACT  
Scott Smith 
Chief Executive Officer 
602-262-7433 
ssmith@valleymetro.org

ATTACHMENT 
None 

Information Summary 
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Minutes  
November 5, 2020 AGENDA ITEM 2 

Audit  and Finance Subcommittee  
Thursday, October 15, 2020 

Via WebEx/Phone 
12:00 p.m. 

Meeting Participants
Councilmember Robin Arredondo-Savage, City of Tempe, Chair 
Councilmember Lauren Tolmachoff, City of Glendale 
Vice Mayor Bill Stipp, City of Goodyear 
Councilmember Francisco Heredia, City of Mesa 
*Jesus Sapien, Public Transit Director, City of Phoenix, representing Mayor Kate 
Gallego 

(*Denotes non-voting member) 

Chair Arredondo-Savage called the meeting to order at 12:02 p.m. 

Chair Arredondo-Savage said thank you everybody. Hope everybody's doing well. Let's 
go. 

1.  Public Comment   

None. 

2.  Minutes  

Chair Arredondo-Savage said has everybody had a chance to go through the minutes 
from the September 10th meeting?  And are there any changes?  And if there is not, 
do I have a motion for approval? 

IT WAS MOVED BY VICE MAYOR STIPP, SECONDED BY COUNCILMEMBER 
TOLMACHOFF, AND UNANIMOUSLY CARRIED TO APPROVE THE SEPTEMBER 
10, 2020 AFS MEETING MINUTES. 

3.  Internal Audit Update  

Chair Arredondo-Savage said Jennifer, thank you so much for being here. 

Ms. Davis said good afternoon, Madame Chair, AFS  members.  The  credit card 
transaction and travel expense audit  are  still in  planning.  I was able to get the Wells  
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Fargo report last week so I'm hoping to do the kickoff and field work the remaining of 
October.  Alexis and I looked into the government services contract agreement with 
Protiviti earlier this week. I’m starting the process of maybe attaining some temp help to 
help us complete the rest of those audits listed on our audit plan. 

I've been working with Safety and Security to do their ADOT reviews.  Got the draft 
report out this week for Security Elements 4 and 5. 

External auditors from Arizona's Auditor General are doing their five-year MAG review. 
They have their kickoff scheduled for the end of October. 

We met with the City of Phoenix in October earlier this month to address their risk 
assessment and all of the CAPS I believe are considered closed and that they're 
continuing on with quarterly meetings to keep that communication going there.  And 
regarding the ADOT safety audit, the PTASP is coming to the Board next week.  And 
remaining CAPS will be due in the end of May. 

Questions, comments on my Audit Plan update? 

Chair Arredondo-Savage said anybody have any questions? Jennifer, thank you very 
much for holding down the fort.  You're doing a phenomenal job so thank you for that. 
Does anybody have any questions? 

This item was presented for information only. 

4. Internal Audit Exceptions Update 

Chair Arredondo-Savage said just go ahead and roll right in. 

Ms. Davis said thank you for your time on that.  Audit Exceptions is provided for your 
information. We did have to delay the procedures for the performance management as 
some changes are being made to Oracle still and they wanted to make sure that those 
procedures match what it is the system is going to be doing. 

There's an upcoming due date on track for completion at the end of October for an 
addendum to the IT and the remaining four that we have are going to be reviewed 
during the travel and credit card audit. 

And then the one that's due at the end of June is that electronic work flow for 
performance development.  I still think that we're doing a really great job of staying on 
top of these. 

Ms. Davis said any questions, comments on the exceptions? 
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Chair Arredondo-Savage said anyone?  Jennifer, I just wanted to make sure that you're 
comfortable.  I just don't want things to get backlogged or anything like that so as long 
as you're good and feel like we're in a good place, I think we'll be good to go. 

Ms. Davis said I'm comfortable and I think we're in a good place. 

Chair Arredondo-Savage said okay.  Good. That's what I like to hear.  Anybody else?  
Thanks, Jennifer.  

Ms. Davis said that's all I had.  Thank you. 

This item was presented for information only. 

5. Fiscal Year 2022 (FY22) Budget Assumptions 

Chair Arredondo-Savage said Paul, I will go ahead and turn it over to you. 

Mr. Hodgins said thank you, Madam Chair.  Just a brief presentation to go through 
some preliminary budget assumptions. 

So, some key budget assumptions for fiscal 2022.  I just want to reinforce these are 
preliminary assumptions as we develop our preliminary budgets. We look at planned 
service levels that we know of.  The only staffing considerations at this point would be 
for Operations and Maintenance staffing and then any strategic initiatives.  Contingency 
for these preliminary budgets are typically a little bit higher, five percent whereas our 
final budgets, we aim for about three percent.  Our goals here for the preliminary 
budgets, the whole reason we do it is to provide some early numbers to the cities for the 
services that are funded with local funding sources and we are conservative in our 
estimates, hence the higher contingency numbers because we want to provide a 
number that is really a not to exceed. We want to be sure that as we refine the budget 
down and give you final numbers in February that they are lower, and we never give 
you a higher number in February.  So, our assumptions, again, are a little bit 
conservative in terms of the expenses maybe a little bit lower in terms of the revenues, 
but we want to be sure that we are at a place that give the cities a good starting point for 
their budget process. 

So, moving on, we'll start with the Valley Metro Rail assumptions.  So, on the revenue 
side, in terms of fares, it's still very uncertain where fare enforcement is not at full, 
capacity.  Ridership is certainly not where it was.  So, in looking at the average fare right 
now, our average for the 4th quarter of fiscal 2020 was $0.61 a ride, July 2020 was 
down to $0.37. So, we've projected our fare revenues early here based more on that 
July 2020 level.  So, with lower ridership, a lower average fare, we will be very 
conservative in our fare revenue assumption. 
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For federal funds, we have a regular allocation from our formula funds that goes to 
preventative maintenance.  That's about a one and a half percent increase is what MAG 
estimates in the tip.  We are assuming that all of the CARES Act funds will be drawn 
down and used in fiscal 2021 so there are no additional funds for fiscal 2022. The 
advertising contract, we're currently renegotiating that.  We are assuming, basically, a 
lower level.  Right now, we have a $1.1 million annual guarantee, I think, we're going to 
assume that that's going to come down to maybe $600,000 so, again, trying to be a little 
more conservative with our initial forecasts. 

Looking at streetcar operations, we do anticipate that those will begin in fiscal 2022. 
We do have, at this point, two track maintainers, two traction power technicians 
programmed for that. Our start date, we're looking at probably September, October of 
2021 so there will be nine months, nine or ten months of operations in fiscal 2022.  Fare 
revenue still to be determined as we work through the new fare collection system and 
then what's appropriate in the fare policy for the streetcar that will come back at the later 
date.  

Looking at some of the rail transportation, the light rail costs some of the key 
assumptions we have. We do anticipate at least for this preliminary budget, budgeting 
for our 12-minute headways, back to normal service.  We don't know when we will get 
there, but, again, for that worse-case scenario in terms of the maximum expense for the 
preliminary, we're looking at the 12-minute headways. 

Alternate Concepts which is our operator, they provide our operations staff, supervision. 
We're looking at a six percent increase in the contract rates there. Allied Universal, as 
our security contract, that is currently being re-procured. We don't know what the rates 
will be for fiscal 2022 so we've assumed, at this point, a five percent increase over our 
fiscal 2021 rates. Propulsion power, we get mainly from APS and SRP, I think we do 
have some from the City of Mesa, but we're looking typically in the three to four percent 
range on rates per year and, again, a five percent contingency at this point. 

For some of the state of good repair items, at least that are locally funded and that 
would impact the city budgets, our current CIP, some of the major items we have some 
non-revenue vehicle replacements, repainting of our current Kinkisharyo fleet which has 
been ongoing for at least a year, repainting passenger stations, we're trying to do about 
seven per year, and then just some asphalt repairs and resealing, and then some 
additional fencing locations at stations with some high pedestrian crossings so a 
number of activities there on the state of good repair. 

Before I move on to RPTA, were there any comments or questions related to some of 
those assumptions on Valley Metro Rail?  

Vice Mayor Stipp said not related to Valley Metro Rail, but you did mention that there is 
advertising money as a revenue source on the light rail which I've actually seen if you 
can believe it or not. But that begs the question about advertising on the buses.  I see 
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some with, some without. So, is there an opportunity to talk about that in the future 
where we're at with advertising?  If there's a million dollars’ worth of advertising on the 
rail, I can't imagine that there's an opportunity -- that we're missing an opportunity for 
that kind of revenue on the bus side. 

Mr. Hodgins said Vice Mayor, we can absolutely have that conversation. We would be 
open to looking at new revenue sources.  Right now, the City of Phoenix buses have 
advertising on them so the ones that you see with advertising are operated by the City. 
The RPTA Board has in the past not wanted to put advertising on its' buses so the ones 
that don't have advertising are the ones operated by RPTA, but, certainly, it's worth a 
policy discussion in this environment.  

Vice Mayor Stipp said well, and I think if we've got it on, I'm going to say half of the 
buses because I would imagine the City of Phoenix operates at least half of them and 
we've got it on all the light rail, I think it is worth a discussion to come back and I don't 
know how that happens.  If that's for me for bring up at the end the Board meeting next 
week for new items for consideration.  If that's something that staff brings forward.  I'm 
open to either way, I just, I want to procedurally know how to take care of that. 

Mr. Hodgins said I think what we could do is just bring forth a proposal to AFS to review 
that could, ultimately, go to the Board. So, staff can put something together for you in 
the next couple of months.  Maybe by the first of the year, we could have something, I 
know we don't typically meet in December, but perhaps the January meeting we could 
have a proposal for review. 

Vice Mayor Stipp said I don't know how the rest of the Board feels, but it seems like, 
especially now, it just seems kind of short-sighted if three-quarters or two-thirds of our 
fleet have advertising, why are we not moving forward? 

Chair Arredondo-Savage said I agree.  I'm with the Vice Mayor. I think one thing 
though, Paul, is we have to remember the City of Tempe owns our own buses and our 
city code doesn't allow advertising. Doesn't mean that we're not looking into it because I 
think right now, everything needs to be on the table, and we need to at least have that 
conversation.  So, I do believe that our staff is actually bringing that information back to 
us as to what that might look like as a possibility for a revenue stream, but just, things to 
consider moving forward.  I'm sure Paul is aware of that. 

And I didn't know too there's definitely been some issues with advertising in the past, so 
I think it had to do with some illicit sexual ads or something like that. 

Mr. Hodgins said it certainly brings some policy challenges on what you can allow or 
what you allow and what you can't, what you can deny so there are some issues around 
it.  Certainly, the revenue is attractive, but when we present the issue, we can bring all 
of that in for discussion. 
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Chair Arredondo-Savage said okay.  Just a reminder for everybody too.  Good.  But I 
think everything should be on the table. That's a good thing. Go ahead, Lauren. 

Councilmember Tolmachoff said I was going to say also if you are going to have the 
discussion could we have Mike or Counsel weigh in on what restrictions we have? I 
would like to know how are we restricted in determining what's suitable and what's not 
suitable?  Another thing or whether how choosey we can be (indiscernible) if we say 
we're not going to advertise liquor or whatever so if (indiscernible) could be included in 
the discussion that would be helpful. 

Chair Arredondo-Savage said okay. That's a good starting point. I think just to talk about 
that and remind us what's going on is a good idea. 

Mr. Hodgins said we would certainly reach out to the City of Phoenix, they have been 
doing advertising for a while and have some experience with that and I'm sure they 
have a policy. We don't need to address it today, but we'll certainly take that into 
account and look at their experience as well ours on Valley Metro Rail. 

Chair Arredondo-Savage said great. So, let's add that to one of our follow up items for 
the future and, hopefully, we can get that in the near future.  If everybody is okay with 
that?  If I hear nothing, then I'm assuming that we're good to go.  Okay.  Go ahead, 
Paul.  Keep going. 

Mr. Sapien said Madam Chair, I had a question. So, Paul, I noticed that on rail 
transportation you have headways at 12 minutes and we're currently operating at 15 
minutes. We don't need an answer maybe right now but is there an assumption that for 
however long we operate at 15-minute frequency there is a savings both in operational 
and staffing costs? If that information can be provided to us later.  In other words, how 
much is that saving us a month?  Or on an annual basis?  Something like that, I'd be 
curious to know. 

Mr. Hodgins said yes. As a matter of fact, we're working that analysis right now.  It's 
just a little challenging with the additional COVID-related expenses, it's not quite as 
simple to pull it out. I think we have a meeting with the Operations staff tomorrow to 
review kind of some of those initial analyses so we will definitely have that. Again, 
putting the 12-minute into the preliminary budget just gives you the maximum exposure 
for fiscal 2022 as a starting point. We don't want to start with a lower expectation and 
not have the budget to get back to 12 minutes if we want. 

Mr. Sapien said thank you. 

Mr. Hodgins said okay.  I will move on to RPTA then? 
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Chair Arredondo-Savage said yes. Jesus, I think that's a really good idea too. And we'll 
put that on our list for information follow up because I think it’s good to know what the 
difference is between the 12 and 15.  We should definitely know that.  Go ahead, Paul. 

Mr. Hodgins said yes. We should have that for the next AFS. 

Mr. Hodgins said so for the RPTA, some of the initial assumptions on revenue 
forecasts.  As we discussed last month, we have three different budget scenarios, 
alternate forecasts.  Last month we had not received the new ADOT forecast yet. We do 
have that, and we sent that out. And the ADOT forecast while reduced from the 2019 
forecast is still fairly, optimistic and is, in fact, shows higher revenue levels every year, 
higher than the three scenarios that I presented. So, I'll touch on that a little bit more, 
but we are working on three different scenarios. 

Again, the average fare pretty much uncertain.  Much lower on the bus than on light rail. 
I think we still have some security presence on light rail and there is a higher tendency 
for people to have valid fares whereas on the bus we're with the backdoor boarding 
there's just much lower compliance.  Our fourth quarter fiscal 2020, we had an average 
of $0.10 a ride.  July was a little bit higher up to $0.26, but nowhere near what it should 
be and then with ridership still at about, you know, 50 to 60 percent of normal, you 
know, our fare revenues estimate for 2022 is going to be significantly lower. 

On the federal side as with Valley Metro Rail, we do have that allocation from our 
formula funds for preventive maintenance so one and a half percent.  At this point, we're 
assuming that there will be no CARES Act although there may be some left over in the 
Avondale-Goodyear Urbanized Area because it's limited on what we can use. But for 
the preliminary estimate, we're going to say that there is no CARES Act for fiscal 2022 
and if we do end up with a little that just helps to offset some of the costs. 

So looking at the PTF forecast again, I don't have the updated ADOT forecast in this 
number, but, again, that was provided to you.  What we're proposing to budget towards 
is that first scenario which is $175 million.  That is, again, lower than the official ADOT 
forecast so we are being a little bit more conservative than the official number.  But we 
are developing scenarios that if we start to see declines in revenue towards, more like 
scenario two or three, we will have strategies that we can put in place either between 
now and the time we finalize the budget or even during fiscal 2022 as we move forward. 
So, three different scenarios, the baseline though would be that scenario number one 
with the slightly higher revenue number. 

And in terms of looking at our base service levels, right now, we're using the revenue 
miles that are budgeted in the current fiscal year as our base.  We know there are 
discussions through the Service Planning Working Group to make some adjustments, 
potential service reductions for fiscal 2022. We don't quite know what those are so, 
again, just to be conservative, we are using our fiscal 2021 budgeted miles to get us to 
kind of that worse-case scenario. 
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So, as I mentioned, we are developing those scenarios with the Service Planning 
Working Group at kind of a high level. The first scenario would involve deferring any 
improvements that are currently programmed in the short-range transit plan. The 
second scenario would be at a high level, again, about a 15 percent reduction in service 
levels. We don't have a high level yet for scenario three. I'm going to guess it's in the 25 
to 30 percent range for a reduction in PTF-funded service, but we're working through 
that.  And so, again, we will have those kinds of strategies in place if those revenue 
numbers decline. So, we're working through that with the Service Planning Working 
Group.  We do anticipate having some more detailed mileage assumption by city by 
route that we will send out in the December for feedback so ensure that by February we 
have really the latest numbers for what the cities are looking to fund for fiscal 2022. 

Looking at some of the contract rates that really drive much of the cost in our budget. 
The East Valley contract with First Transit, we have good rates through fiscal 2022 and 
2023.  The contract does expire at the end of fiscal 2023. We have projected some 
increases for the five-year forecast, I think it's about five percent for fiscal 2024 and then 
three percent thereafter just for planning purposes, but, obviously, when we come down 
to re-procuring that service and what that service looks like, we will have a better idea 
sometime in fiscal 2023, but just for that five-year forecast we have made those 
assumptions of some inflationary increases. 

With our West Valley bus contract with Total Ride that contract is in place.  It's a ten-
year contract, I think, we're in year three so we do have valid rates for the full five-year 
forecast fiscal 2022 through 2026.  They provide some circulator and express service 
for us, so those rates are set. 

Looking at fuel, our costs there.  Natural gas and diesel fuel have been fairly stable 
particularly the natural gas that we purchase through the City of Mesa at our Greenfield 
facility and then that's been very stable.  Facilities costs, we have a three to five percent 
increase for the cost to maintain the Mesa and the Tempe operations facilities. 

On the demand services, we do have contracts right now with Transdev and ALC, but 
as we've discussed we're looking at not exercising the option on Transdev, potentially, 
restructuring what that service looks like.  Until we have some further clarity on what 
that restructuring looks like and what impact that has on the Ride Choice contract, we're 
just using the existing rates and the existing contracts although we know, you know, that 
likely will change, but that's not until fiscal 2023.  So, at least for the five-year forecast, 
we're assuming that until we get a little more clarity what the restructured contract looks 
like. 

We do also have, in terms of strategic issues, a ridership recovery plan which I believe 
is on the Board agenda for next week for a little more detailed discussion.  Just at a high 
level it's kind of a phased approach try to bring ridership back.  We've done some 
surveys of riders on what would make them more comfortable.  Looking at 
communications plans, how we can get more information out, and at what point we 
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return to front-door boardings on the bus system.  That's kind of all part of our ridership 
recovery plan that may impact some of the budgeting, but, again, you'll hear more about 
that next week. 

So, those are really the key assumptions that we are looking at for the RPTA budget for 
this preliminary budget.  I'd be happy to answer any questions about those. 

Chair Arredondo-Savage said thank you, Paul. Before I throw it out there for questions, 
just a couple things I want to make a comment about.  I just want to say thank you.  I 
know we talked a lot in the last meeting or maybe in the meeting before about you 
taking the time to reach out to the different jurisdictions and get their feedback and I 
know you have been doing that and I think that's really helpful and very important so I 
just want to say thank you for that. 

I was reflecting back on the meeting that we had last month and the one thing, I guess, 
a little discrepancy is I don't necessarily agree with the scenario that you're selecting, 
and I have some concerns.  I know it was Mayor Gallego that was very concerned about 
being as optimistic as that and maybe looking to be a little bit more conservative, a little 
bit more fiscally responsible which I agree with and I kind of thought that this 
Subcommittee as a whole agreed to go in that direction.  So, I'm going to ask my 
Committee members how they felt or what they remembered so I do have some 
concerns. 

I know you've given us the assumptions and I think within every jurisdiction it's a little bit 
different.  The City of Tempe definitely has a lot of concerns financially in regard to our 
transit tax and what's going to happen with that. And now that we are probably going to 
have to make some serious changes and our planning on making a big ten percent 
reduction. And I think when any jurisdiction within the region has financial struggles, it 
impacts the entire region. And it may not just be the City of Tempe, it could be the City 
of Scottsdale, it could be anybody, but I think we've got to be able to look at that whole 
picture.  So, I'm pretty concerned utilizing that most optimistic scenario and would like 
us to be a little bit more conservative where I thought that's where we were going in our 
last meeting. 

But I will throw it out to the Committee members and maybe they remember it a little bit 
differently.  I would love to get your thoughts on that.  Anyone?  

Vice Mayor Stipp said so I do remember the conversation around not using the most 
optimistic point revenue just the budgeting assumptions.  I think looking at the MAG 
numbers and what we have in there. The conversation I think circled around using the 
worse-case scenario as a good place to start planning. I think that would be based on 
the MAG numbers and some of the numbers that even we're seeing and we're in a 
much different situation than other places in the Valley and I'm always super 
conservative anyway. I would be much more comfortable if we were making our 
planning assumptions based on number two instead of number one.  And then using the 
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contingency model if revenues are coming in higher to add things in rather than us 
going through the year and saying this what we have to cut out.  I'd rather do that ahead 
of time and really set expectations both for the community and for the Board and, 
honestly, for the organization to understand where we're at.  

I appreciate the Option 1 being less than the regional projection from MAG. I just don't 
know how accurate that is and I'm concerned that whenever this second wave looks like 
number one and number two, whatever the result of this national election looks like from 
just a societal perspective, I think, there's a few fairly large unknowns that I would hate 
to be super-optimistic and then go down that road. And I don't know what the 
difference, Paul, between the $175 and $160 million. But, I think, there's some 
movement in there and that gets to what we're going to talk about in a little bit which is 
some of these contract adds and some of the other things that we're doing.  I think as 
an organization we're leaning in the direction of the proverbial drunken sailor.  You know 
we have no care in the world so we're going to keep spending like we've got it.  And I 
think we need to dial that back a little bit going forward. 

So yes, I remember that conversation, but I remember it being all the way to the worst 
case. And I tend to agree with Paul that it may not be that bad so I think if we shoot for 
the middle that we will be in a much stronger position.  And, again, this could all change 
in January and we would have a much different picture. But I think for now we should 
probably plan on the worst which would be Option 2 in my opinion. Thank you. 

Chair Arredondo-Savage said thank you, Vice Mayor, sir. Lauren, I'm sorry.  Did you 
have something you would like to add to this? 

Councilmember Tolmachoff said I was just going to say that I agree with both of you.  If 
I remember correctly that we asked to have basically worse-case scenario included, I 
think. In the first presentation it wasn't there if I remember it right. I think we need to be 
prepared for possible worse-case scenario. This is looking like we're going to be 
another six, seven months minimum dealing with this. With this much uncertainty, I 
think it really is the responsible thing to do to show fiscal constraint wherever possible.  I 
think we should proceed with showing fiscal restraint wherever possible because we 
literally have no idea. 

I know I'm not the only one who says this is my first pandemic. I don't, and none of us 
know, how this is all going to end up working out. So, I think everywhere across the 
board we should be showing fiscal restraint. That way we're at least doing everything 
we can to be prepared for whatever may be coming. 

Mr. Sapien said yes, that is my recollection as well.  Basically requesting that a worse-
case scenario be included for future meetings which is what I think Paul gave us. I will 
tell you that from a City standpoint as many of you are probably doing the same from a 
budgeting exercise each department was asked if the economy turns done an “X” 
percent, what would you cut?  I think we're all kind of in that boat. Luckily, the revenue 
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numbers so far have not resulted in us doing that at least not for the current fiscal year. 
Of course, we have to be prepared regardless of what happens. 

So, Paul, I know at the beginning of your presentation you talked about approaching this 
from a not to exceed budgeting perspective. Is that why it's being presented from this 
angle instead of a start low and add later? You want to go high and perhaps reduce 
later in the year, is that the approach?  

Mr. Hodgins said yes, Mr. Sapien. The intent of the preliminary budget is really to give 
the cities who fund service through Valley Metro a starting point for their internal 
budgeting process. So, we never to want to give you a number in October that ends up 
being bigger in February when we give you a final budget number or a final IGA 
number.  So, we do tend to be a little more conservative to start a little higher and then 
as we work through service planning, as we work through all of the other budgeting 
issues trying to reduce some of our internal administrative costs, planning costs 
whatever it is, we will narrow that down so that hopefully when we get to a number it's 
less than the preliminary, it's never higher. 

Mr. Sapien said so and let me follow up on that Paul. So, in three or six months from 
now, when we start seeing some pretty dire numbers, can you kind of walk us through 
what could the process be then? If we had a budget this high and the revenues are not 
coming in, how do we scale back?  

Mr. Hodgins said well, I think the strategies we will be looking at our internal costs 
regardless looking to cut some of our administrative costs where we can, to find 
efficiencies in operations where we can, but certainly, if revenues decline sharply 
administrative costs are not going to be able to fill the gap. Eventually we will have to 
look at service reductions at some level. 

So, the idea, I would rather have a strategy for if revenues decline. Here are some of 
the services we could reduce, rather than plan for we are going to reduce these and 
then have revenues higher and say, oh, no, never mind, we're not going to cut.  So, 
really, it's looking at our internal costs, but then having a list of things that if revenues 
decline these are the things that we would implement.  These are service reductions 
these are whatever those are. Whether it's customer service hours, whether it's 
marketing, whatever that category is, but having that strategy, having those lists of 
things that we can go through to say, if revenues reduce to this level, we will do these. 
If it's further, we will do these.  

Chair Arredondo-Savage said does that answer your question, Jesus?  

Mr. Sapien said it does, thank you. I will tell you that as a city department as well as a 
member agency of Valley Metro that's kind of how we're approaching it. I would urge 
all of us just to, if the numbers do start coming in lower, we have constant 
communications regarding what reductions would need to be necessary because as we 
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all know some of these routes go through multiple cities.  So, we would have to have 
those, if necessary, pretty tough discussions, but that's how we as a city department, as 
a member city or rather as a department of City of Phoenix are approaching it. If we 
have to cut then let's have those discussions. 

Mr. Smith said and I appreciate the conversation, discussion, just with one somewhat of 
a caveat and that is we get to certain levels. Transit is different than many other city 
departments.  Just because when you get to a certain level you have to move from, 
basically, dollar and cent discussions to philosophical discussions. Once you eliminate 
a route or move things back, it's different than cutting library hours.  It's different than 
not doing things because now you're getting to the point where you're changing the 
basic nature of your service. 

Rail is a good example. Fifteen-minute headway, the reason we're there to us is a 
baseline because moving beyond that would, basically, change the nature of our system 
as opposed to simply changing the dollars we spend on it.  So, I just want to prepare 
people that we are very, very much aware. That's a policy decision, but it's not as 
simple as we might think that we can just say, well, we need 20 percent off.  That's not 
as simple to do when you're talking about some of the complexities and the operations 
that we have.  There will be strategic and philosophical discussions that Jesus has 
mentioned that are difficult discussion because it goes to the core of the system that we 
have. 

We may need to have those conversations, but sometimes I know we've been asked by 
some city staff, well, can't you cut this 20 percent. It's not as simple as just taking a 
knife out and cutting things 20 percent because there is so many interrelated things and 
it relates to base service levels.  So, I just want to put that on the table as we move 
forward. 

Chair Arredondo-Savage said, yes, I appreciate that.  Councilmember Heredia, did you 
have something? 

Councilmember Heredia said yes. I agree with everybody's comments.  One question 
to Paul maybe if – what do you do in the scenarios just to understand. What does it 
include?  Does it include just a contract cost?  Or also the overhead in both scenarios?  
What does the scenarios include as far as those costs?  

Mr. Hodgins said so, in terms of the assumptions that I went through, we really just 
addressed contract costs that we pay our contractors, but, certainly, as we develop 
those scenarios and a strategies and what kind of savings there are, any overhead or 
administrative savings would be included. 

Councilmember Heredia said okay.  So, that will be added to this cost that you have? 
To these costs? Alright. 
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Mr. Hodgins said yes. So, as we look at strategies, if revenues drop ten percent, these 
are the things that we would do. It would include any administrative or overhead-type 
costs that we would reduce as well not just service. 

Councilmember Heredia said okay.  Thank you, Councilwoman. 

Chair Arredondo-Savage said thank you, Councilmember Heredia, appreciate that. My 
thought process is, and I get it and I appreciate everybody's comments, and I think and 
everybody's going to be feeling this a little bit differently and handling things a little bit 
differently.  But within the City of Tempe, we are already taking that perspective, Scott 
mentioned in regard to it's a process and it's philosophical and it's a lot of talk and it's a 
lot of discussion.  I really do think it's a mistake if we don't start having that discussion 
now because if at some point, we need to make these cuts, we want to do them 
thoughtfully. We want to be able to spend the time and the energy to make sure that we 
are making good policy change decisions. So, that's what kind of worries me about 
having to wait and be reactive instead of trying to be proactive right now. In the City of 
Tempe, we've already done some service reductions.  We've already eliminated, we 
didn't fill three vacant positions, we've cut contracts.  So, we're already in that mode, but 
we're thinking about it philosophically. 

So, my thought process is I get it, I understand what everybody is saying, but I am a lot 
more comfortable if we have a little bit more of a conservative scenario.  And I love what 
Lauren said in regard to fiscal restraint.  

So, I would be more comfortable myself if we followed like the middle ground with 
scenario two. And that's my two cents so I don't know if the Board's got anything else 
that they wanted to add?  Or how we move forward?  Go ahead, Bill. 

Vice Mayor Stipp said I would tend to agree, and I think fiscal constraint is better than 
drunken sailor, so I appreciate that but, and I get what we're doing right now is an 
exercise in planning and I think that's what Paul is driving at as well is this is the best 
case scenario, cities plan for A. What we are actively talking about is we want to plan 
for the reality which we think is going to be scenario B or number two.  So, I think it's a 
fine line and, Paul, maybe you have a comment on that?  But I absolutely agree. 

Chair Arredondo-Savage said do you have anything you want to talk about?  I think it 
was Bill that mentioned earlier talking about expectations and perceptions because I 
think that's really important too as we move forward.  But, Paul, I'll throw it back at you. 

Mr. Hodgins said I would say that the Service Planning Working Group is actively 
working on what those scenarios look like.  So, we're not waiting to see what happens 
with revenues.  We will have those scenarios if revenues drop, meaning what are the 
service reductions? The Working Group involves members from all of your cities from 
all of our member cities. So, we will have those specific service reductions or have 
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strategies outlined.  So, we're not necessarily waiting to see, there are those active 
discussions going on right now. 

It's just my concern, about planning to scenario two, that it would involve service 
reductions. I don't know that we want to plan for reductions before we know we have to 
make them.  So, I'd rather have them as a strategy to implement. You're the policy 
makers so if you would prefer budgeting to scenario two, we absolutely can do that. 

Chair Arredondo-Savage said my thought process is maybe there is something that we 
can do to incorporate both, Paul.  And maybe it's like a parallel track. My thought is I just 
don't want to be reactive because we need to make more cuts and now, we have to do 
things in a reactive manner and we weren't able to take the time that we needed to 
make very thoughtful decisions. And so, if there is a way that we can follow both tracks, 
I think we should.  I just really do think that it's a mistake to not be a little bit more 
conservative.  That's my two cents.  Anyone else? 

All right.  So, what moving forward, obviously?  Is there a way, Paul, can we do a 
parallel track?  Or can you think about that a little bit and maybe get back to us?  What 
that might look like possibly? 

Mr. Hodgins said yes. 

Chair Arredondo-Savage said we'll start having those conversations sooner than later. 

Mr. Hodgins said yes, absolutely. We are having those conversations, at least on the 
service side, so we could definitely be more conservative, particularly, with our internal 
costs.  I don't want to be overly conservative on service and plan for cuts that we don't 
need to do.  That's my only thing is on the service side. 

Chair Arredondo-Savage said I think we need to be. And I would really like to reflect in 
the minutes too, the AFS concerns in regard to being too optimistic and maybe really 
being concerned about taking more of a conservative route.  I think that would be really 
good. It would probably be good for us, I think as AFS, if everybody agrees to start kind 
of looking at what some of the those philosophies, what some of those scenarios could 
possibly look at, and just start having that discussion now as opposed to waiting.  So, 
maybe we can put that on our follow up information discussions, Paul, if you're okay 
with that? 

Mr. Hodgins said yes, I am.  

Chair Arredondo-Savage said if everybody's all right with that?  

Councilmember Tolmachoff said I did want to say though that the good news is that 
getting this information, we’re having this discussion really early this year. 
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And that was over a lot of discussions of the last year's budget preparation.  So, we're 
getting the information and having the discussion early enough to be able to react so 
that's a good thing. 

Chair Arredondo-Savage said are we good, mutual track kind of moving forward and 
start learning about some of those scenarios through the Audit and Finance Committee 
sooner than later. With that, we're going to go ahead and move on then. 

This item was presented for information only. 

6. Intergovernmental Agreements, Contract Change Orders, Amendments and 
Awards 

Mr. Hodgins provided a brief overview of Intergovernmental Agreements, Contract 
Change Orders, Amendments and Awards that included the following: 

A. Cisco Security Products Enterprise Agreement 
B. Lead IT Project Manager Contract Award 
C. Cybersecurity Program Improvement and Support 
D. Regional Fare Collection System Funding Agreement with the City of 

Phoenix 
E. Light Rail Vehicle (LRV) Line Filter Choke Overhaul Contract Change Order 

Mr. Hodgins said just a few items, it's an information item just to ensure that you have 
all the information you need.  A few items that are on the Board agenda next week. 
There are three that are IT-related, one is an enterprise agreement with Cisco Systems, 
it's a five-year contract for $1.2 million.  There's a contract staff for a lead IT project 
manager for $190,000 for this fiscal year.  And then some professional services for 
cybersecurity to enhance our information security program for just under $500,000. 

There's an agreement IGA with the City of Phoenix.  The City of Phoenix, as you know, 
is taking lead in the fare collection system replacement.  It is 80 percent federally 
funded.  The Prop 400 TLCP is providing the 20 percent match so this IGA just allows 
us to reimburse Phoenix for the local match of the project. 

And then the last one is a change order with Delta Electric Motors for the line filter 
choke overhaul for $125,000. Ray might be on the line to explain that if you need it. 

Chair Arredondo-Savage said anyone wanted to hear the details from Ray? 

Vice Mayor Stipp said I do have a question generically about all of that. 

Chair Arredondo-Savage said fantastic, go ahead. 
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Vice Mayor Stipp said it seems that the Cisco contract and the cybersecurity contract 
are duplicating work at least that's the way that I read the packet information when it 
comes to cybersecurity.  I don't know that we need an explanation. I'm sure I will ask the 
same question next week for the full Board, but I think there's an opportunity to either 
improve the message that goes to the Board or at least how that's communicated 
because they seem to be duplicating one another. 

Mr. Hodgins said I think Mr. Hillyard is on the line, I believe, he can address that now if 
you would like. 

Mr. Hillyard said yes, I'd be happy to.  Thank you for the question, Vice Mayor. So, we 
need to clarify the memos a little bit because that is a question we have gotten before. 

So, the Cisco contract is essentially software maintenance.  So, it's really the very same 
concept as the contracts that we all have, for example, with Microsoft to provide patches 
and updates to Microsoft's software.  The Cisco contract is simply providing patches 
and updates to the Cisco networking software that we use to run our core networks, our 
routers and switches, and things of that nature.  So, it's simply a software support 
agreement, doesn't involve any staff time. 

The contractor, the consultant, is the person who is doing IT security work.  So, one of 
them is licensing software, the other one is an individual doing work.  This individual is 
doing planning work for us and then also some hands-on IT security work.  It's really a 
replacement for two positions that are FTE that were hired away by another data center 
that we have been struggling to fill so we're using this contractor to keep things moving 
until we're able to fill those positions. 
This is also is little higher-level contractor than the two positions we lost and so, we're 
using him to do a lot of our IT security program planning that when we hire those FTE, 
they will be able to implement the plan. 

So, one is software, the other one is actual human being hours. 

Vice Mayor Stipp said okay. So that definitely begs the question then is we've got to 
provide more clarity to the Board.  Because that's absolutely not how those read, 
number one. 

Number two is in that second proposal for the $190,000 for the position, it appears as if 
we are positioning ourselves to put a contractor in charge of existing Valley Metro 
employees which we have already talked about at this Committee of trying to avoid that 
kind of practice.  So, I want to raise that concern again that it looks as though this higher 
level person, and I realize IT costs are expensive, but I would imagine we would be able 
to hire somebody for a lot less money to do exactly the same thing. And I realize that 
there's implications for going forward with the uncertainty, but if this is absolutely critical 
that we have this position then we shouldn't hesitate to hire them.  So, we're going to 
spend probably $60,000 at least more than we need to for this one-year contract 
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person. If it's that critical I think we've got to do a better job of explaining and then 
funding it, finding a way to fund it. 

Mr. Hillyard said so Vice Mayor with respect to the, and I think we're talking about the IT 
security contractor, is that right?  

Vice Mayor Stipp said yes.  

Mr. Hillyard okay, I just wanted to make sure. 

Vice Mayor Stipp said the Cisco one, if it's all about maintaining hardware, please state 
that because that is not how it reads. 

Mr. Hillyard said that's what it is, and we will state that, and we will make that much 
clearer. 

With respect to the IT security contract staff, so that position is an expensive position 
because we lost our, essentially, CSIO; right?  Our Chief of Information Security and 
one of our technicians just recently, in the last several months, they were hired away. 
So, we've been working to hire to backfill those positions.  One of the things that we've 
realized in doing that is that, it's probably not cost effective for us to bring in a really top 
tier guy.  It costs too much. It's not a level of skill we need all the time.  We really just 
need sort of an architect to design a plan and then we can actually implement that plan 
with a lower level person. 

So, this contractor that you're seeing there is a high dollar position because we're 
bringing in someone essentially to architect our information security plan, our 
information security system.  That person will be with us for a defined period of time and 
then will leave. In the meantime, we're hiring behind the two positions that left who will 
then be charged with implementing that plan.  So, we're buying a more expensive 
position now on a short-term basis so that we have the expertise in architecting the 
plan. We just don't think we need to maintain an architect all the time.  It would be too 
expensive and it's not that level of skill that we would need all the time so we wouldn't 
keep them busy and we probably simply wouldn't keep them because they would be 
bored. 

Vice Mayor Stipp said okay. So, again, I don't get that when I read that document. It's 
one thing for us to be able to have a very intimate, informal conversation here at the 
AFS and get that clarity, but when this comes to the Board with 20 some members, I 
think, we've really got to talk that through especially given the conversation that was just 
concluded with Paul about our spending and where we are looking at and out of. In one 
hand we're saying we want to cut our budget projection to $160 million instead of $175 
million and then on the other hand we're saying, but we've got this money to just spend 
away on these contract positions because we want to do X.  So, I think we've got to be 
very careful about how that's being crafted and how we deliver that message so that it is 
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understandable that we're hiring a short-term architect to build the system.  That is 
much simpler to understand then everything else that's laid out in there. 

I know it's somewhat frustrating just because it's another contract position and it just 
seems to be that's the easiest rope to pull is the contract position. And if this person, I 
may be confusing two of them, but if I remember this correctly, this is the person who is 
going to lead the team of these IT professionals which is where I drove that 
conversation about we're going to hire a contractor to lead Valley Metro employees. 
And I don't know where Phil falls into all of this, but you have to start wondering, that's 
all. 

Mr. Hillyard said yes. Vice Mayor, the contractor that will be leading the team is, 
actually, the middle one that the Senior Project Manager. So, I think Phil will absolutely 
be serving as the supervisor of record of the three Valley Metro employees on that 
team.  This Senior Project Manager, that this memo brings in as a contractor, has a 
level of expertise that neither Phil nor anybody else on our team has to be able to help 
that group work more effectively. Should we not need to make significant reductions in 
our budget, we would like to come back in next year's budget and ask for that position 
as an FTE because we think we're going to have that need.  But with all the level of 
uncertainty that has been discussed today and I think we're all feeling, we just didn't 
think it was fair to someone to hire them in and then, potentially, turn around and lay 
them off if we found ourselves in that situation. So, that's why we were going for the 
contractor route on that one really just for the next six months until we've got some 
clarity on the budget and then we would be able to either go to a lower cost option or 
just shed that person and do the best with what we have. 

Vice Mayor Stipp said okay, thanks for the explanation.  I appreciate it.  I don't mean to 
be argumentative.  It's just we're just building up a lot of anticipation and a lot of angst 
over this subject, so I appreciate your understanding. 

Mr. Hillyard said thank you for your feedback and we will make both of the memos 
clearer. 

Chair Arredondo-Savage said yes.  Bill, I think you brought up a really good point 
because we've been talking about contractors philosophically really for a long time.  So, 
maybe that's one of those things, and Jim mentioned it though I don't think it was the 
intent about a scenario where you talk about budget reductions of contracting versus 
hiring in-house.  So, that's why I think having this conversation more comprehensively is 
going to be really important and what we do and how we handle contractors going to be 
a really big part of that so, you know, thank you, Jim for clearing up some of the wording 
in those documents.  Thank you, Bill for finding it. And we want to make sure that when 
people see it or have an opportunity to read through the agenda item that they're pretty 
clear with what we're trying to achieve so that was a good catch. 
All right.  Thank you, Jim. Paul, do you want to keep going? 

18 



This information presented for information only. 

7. Requested Information Follow-up 

Mr. Hodgins said sure.  The next item is simply a placeholder.  There are some 
information requests that we had so we sent out some items on the peer agencies, the 
ADOT forecast, and then a couple of slides on CARES Act and COVID expenses. 
Those will also be covered in our COVID update at the Board meeting next week, but 
this is simply a placeholder that if you had questions, concerns, needed additional 
information on any of those items, it's up to the Subcommittee if there's anything you 
want to do with it, or questions or further information you need. 
Chair Arredondo-Savage said actually, I think it's really good.  And I know we got kind of 
bombarded with a lot of the information too so if you hadn't had a chance to go through 
all that stuff, that's not a problem. We can always bring it back for more discussion if we 
need to. 
Mr. Hodgins said absolutely. 
Chair Arredondo-Savage said I know everybody's got a lot of reading and things that 
are going on, but we did get back the ADOT and we did get back the forecast and the 
agency, peer agencies too.  So, I see the Vice Mayor has some comments so I'm going 
to go ahead and throw it over to him and we will start with Bill. 
Vice Mayor Stipp said so the only observation that I had from the quick analysis I was 
able to do on the peer agency thing is, where did this list come from?  Was that 
developed by the Board?  Was that developed by the staff?  How did we come to 
choose these peers?  
Mr. Hodgins said those were developed by, I believe, our CSD, our Service 
Development. We were looking for western agencies that operate similar modes that 
are, generally as best we can, the same or similar size. So, this is kind of the best list 
we could come up with that are, again, western U.S. agencies. 
Vice Mayor Stipp said and the reason that I ask is, we are clearly the smallest of that 
group.  The next closest city to us is Salt Lake City.  They have 5 million boardings 
more than we do.  They have 5 million more revenue miles than we do, and they have 
$8 million more in fare revenue.  That is the closest comparison to us.  And if we're 
basing a lot of our assumptions on a quote-unquote similar system, it's kind of hard. 
Now, I certainly understand we want to choose western because we've got payroll 
market issues to deal with.  We've got weather conditions to deal with. We're not talking 
about Cincinnati who's got to deal with three or four months of snow.  Now, granted 
Denver does.  So does Salt Lake City.  So, I just and I think when we started to drive 
down this road, we used this peer agency component as our quote-unquote benchmark 
area and I don't know that we're really comparing apples to apple when it comes to that. 
And I don't know how many agencies belong to the greater association.  I forget the 
name of it.  
Mr. Hodgins said APTA. 
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Vice Mayor Stipp said yes, who belong to APTA. But there's got to be ones that are 
closer in size to us that may give us some frame of reference. And I think we use this 
peer agency piece to even make contract decisions for the CEO and we use it to base 
salary ranges on for the auditor and for yourself, Paul, and even for Mike our attorney. 
So, I think getting something that maybe a little closer in service size may help us really 
understand where we're at not throw this list out, but is it possible, and I don't know how 
much staff work it is, to identify three to five transit systems that are the same size as us 
just so we can see what that looks like.  Is that a heavy lift? 
Mr. Hodgins said I would say if we were splitting it up by mode it's probably easier to do, 
but it would be hard to find three-five agencies that operate bus, light rail, paratransit, 
kind of the same modes we do that are the same size.  If we wanted to just look at bus 
systems, we could find bus systems of a more similar size or just light rail, but these are 
the closest we can come to that operate all of the same modes that we operate. 
Vice Mayor Stipp said sure. So, is the APTA information available that provides all of 
this data? 
Mr. Hodgins said yes.  This data came from FTA's National Transit Database and so 
there's data on every system in the country pretty much. 
Vice Mayor Stipp said okay. I throw it out there for the group to think about.  I'm not 
looking for an apples-to-apples comparison, but I, certainly, do not want to be 
comparing apples to pineapples.  I think there's a big difference there. Hand fruit is a 
hand fruit, I'm okay with that. But let's keep it somewhat together. And I think it may 
come up later as we talk about service adjustments and whatnot, so I appreciate this 
information. 
Mr. Smith said if I could we've done a lot of work on this peer analysis and what Paul 
says is true.  It's very difficult to find two systems around the country that are nearly 
exactly alike.  And there is the big difference is when you operate a rail system and bus 
and paratransit, that's the type of organizations that we're comparing ourselves against 
because that's a very unique type of organization in public transportation. 
And there are not a whole lot of systems in the country that take on all of those tasks. 
Managing rail and managing bus are very, very different exercises. The systems are 
different.  The process is different. So, what we've tried to do is, and even within that, 
we've tried to find systems who have to operate both rail and bus and paratransit, all 
three of those at least.  Even within that, it's somewhat more difficult because we have 
28 miles of rail. Well, one reason Salt Lake has more boardings is that rail system is 
substantially bigger than ours.  Denver's is substantially bigger.  But we carry more, we 
may carry more bus passengers than someone else does.  It all depends upon the 
nature of the system. And when looking at that peer, we've looked at both APTA and 
FTA data and we've focused really on the type of operations they have meaning, as 
Paul said, the modes of operation because from a structural standpoint, those seem to 
be the ones that are most similar to us. 
Vice Mayor Stipp said I appreciate the information.  Thanks. 
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Chair Arredondo-Savage said I just wanted to put my two cents in and ask the rest of 
the Committee if they have anything that they want to say.  I kind of thought the same 
thing what I saw it.  Like, wow, these are really large organizations. I didn't really see 
how they compare to what we do, but maybe within the silos of the different operations 
they do. And, I was kind of surprised, because I didn't see Tucson in there or New 
Orleans and some of those other places.  But yes, I would love it if there is an 
opportunity to find some that are a little bit more closely related or have some of the 
same things that we do.  I don't know if it has to be a blanket, but I think it might be 
really helpful for us depending on what we're using it for. 
So, I do think it's going to be really important and, Paul, maybe that would be, you know, 
something that you could follow up with is just kind of give us an idea, and, Scott, is you 
know why you picked these and what you're utilizing them for and what's the best use 
for our organization.  And maybe that's not what we're looking for as an AFS Committee 
either; right?  So, I think it would be good to really understand why you picked these?  
How they're helpful to our organization?  And just make sure that they are addressing 
the needs of this Committee if that's okay?  
All right.  Anything else in regard to those.  I know that we just got the forecast back, 
Paul, I didn't know if you want to do a quick review and maybe just a quick executive 
summary and how that's impacting some of your work and moving forward.  If you got a 
quick second. Or if you haven't yet and I get it because it's kind of new.  But if you want 
to maybe talk about it next time, we can certainly do that it that's better?  
Mr. Hodgins said yes.  I think next month we were planning on bringing back kind of the 
first quarter budget variance report and kind of a revenue review of all our revenues and 
we could focus more closely on the revenue forecast next month.  I think that would be 
better.  That would give everyone a chance to maybe digest the information a little more 
over the next month for a better discussion. 
Chair Arredondo-Savage said the CARES Act spending, Paul.  That was the other one 
that we had an agenda item on was the CARES Act funding money.  I didn't know if 
anybody had any concerns or questions about that?  
Councilmember Tolmachoff said I would like to ask Scott. I know that there's been a lot 
of back and forth between the House and the Senate on this. The discussions that 
continue or maybe it won't continue until after the election depends on what day and 
who's talking. But do any of those discussions include any more CARES funding for 
transit agencies?  
Mr. Smith said update is that the House bill, I can't remember what they called this 
iteration, does have transit money in it.  I think about $16 billion.  The Senate bill does 
not include anything for state, local or transit.  And I think that's one of our challenges is 
that in the budget discussions back in Washington, transit operations and agencies 
have been lumped in with local governments and state governments.  And even though 
we operate very differently as a base service and while here in metro Phoenix a lot of 
our operations are paid for with sales taxes that are collected, we also depend on fare 
revenues. And so, our revenue model is very different than most cities and states, 
however in the political discussion in Washington, we get lumped in with them.  And 
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therefore, that's a big difference between the House and the Senate.  The House is 
included very aggressive funding and CARES extension for local governments, state 
governments, and transit.  And the Senate has completely locked those three out. 
So, right now, it's not looking very good for transit. I know at the APTA level, we've 
been talking with their lobbyist.  We're trying to have the Senate at least look at us 
somewhat separately and understand that transit is different than your city government, 
your state government, to at least if they have a thing against that, but have not been 
successful so far. 
The other thing is that as they do the math with local and state governments what the 
Republicans in the Senate are saying is that there's a lot of money out of the original 
CARES Act that has not been spent by local and state.  I can tell you that transit 
agencies have committed and/or spent every bit of the CARES money. We are not 
leaving any on the table and that's not so much the case with cities and with states. 
They're under different timelines.  They're different programs, but those are the politics 
that affect us.  So, unless there is a big change in the philosophy of the Senate either 
before or after the election, we do not hold our hopes up that there will be a big 
difference or change in whatever is negotiated between the House and the Senate in 
the interim.  Obviously, that could change if there is a switch over in the parties. 
Certainly, if the Democrats take the presidency and the Senate, I would fully expect that 
next year there would probably be a bill that would include transit. But for right now it's 
not. The odds are not looking very good. 
Councilmember Tolmachoff said thank you. 
Chair Arredondo-Savage said good question.  Anything else in regard to the COVID 
spending CARES Act money?  Paul, do you have anything you wanted to add to that?  
Mr. Hodgins said no.  
Chair Arredondo-Savage said okay. Anybody else?  

8. Future Agenda Items 

Mr. Hodgins said we got a short list from today's meeting which we will add to the list. 
Chair Arredondo-Savage said I do.  I do. And this is what I came up with. I want to 
make sure that we're on the same page.  Like you said Paul, we will do the ADOT 
forecast, we will kind of review that a little bit more in depth for the next meeting.  Also, 
hope to see maybe some thoughts from you in regard to a parallel path for budget 
scenarios moving forward with scenario one and incorporating scenario two. 
Advertising info. I don't know, maybe not necessarily next month, but somewhere down 
the road.  And then the rail times 12 to 15 minutes savings.  So, that's what I got. Paul, 
is that what you got?  
Mr. Hodgins said yes. 
Chair Arredondo-Savage said or Pat, is that what you got?  
Pat said yes, ma'am. 
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Chair Arredondo-Savage said okay, that’s it. The next meeting is November 12, 2020, 
at 12:00 p.m. 
Without further discussion, the meeting was adjourned at 1:15 p.m. 
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Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433 

DATE AGENDA ITEM 3 
November 5, 2020 

SUBJECT 
FY21 1st Quarter Budget Review 

PURPOSE 
To present a review of the first quarter budget and revenue performance and  
recommend the release of merit increase earned based on evaluations of performance 
in FY20. 

COST AND BUDGET 
The adopted FY21 Annual Operating Budget includes an up to 3% merit increase 
earned by staff during FY20 during the performance evaluation process.  At the Boards 
of Director’s request, staff agreed to provide a review of budget and revenues to the 
AFS after the first quarter of FY21 before recommending its release for distribution.  

RECOMMENDATION 
This item is for discussion and possible action. Staff recommends that the AFS forward 
to the Board of Directors a recommendation that merit pay be released for distribution to 
staff. 

BACKGROUND | DISCUSSION | CONSIDERATION
The COVID-19 pandemic caused many employers to begin widespread teleworking in 
March. Valley Metro enhanced its technology capabilities at that time to allow the 
majority of its administrative staff to work from home and remain productive. 

The pandemic also created much uncertainty regarding future revenues and budget. To 
address the uncertainty, staff froze hiring for many vacant positions, deferredfunding 
forcertain positions, reduced funding for discretionary budget items for FY21 and 
included applied CARES Act funding to support ongoing operations. 

The Board of Directors authorized funds in the FY21 Operating and Capital Budget to 
accommodate a three percent merit increase for employees. However, the distribution 
of the merit pay was dependent upon a review of first quarter revenue and expenditures 
after the first quarter of FY21. The AFS is to provide for that review and make a 
recommendation to the Board to proceed.  

Revenues 
Public Transportation Fund (PTF) revenues are 9.4% above budget for the first quarter. 
As discussed in Agenda Item 5, local revenues are running ahead of budget for most, if 
not all, of the member cities that offered data. Staff recognizes that there is still a risk 
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that the economy and revenues could take a downturn; to date staff hasn’t seen any 
indicators speculating that occurence. 

CARES Act funds are received on a reimbursement basis to offset operating expenses. 
These funds often lag, as it takes some time to document the eligible expenses and 
submit them to the City of Phoenix for reimbursement, as the designated recipient of 
those federal funds; the delivery of funds to Valley Metro generally takes in 5-10 
business days. 

Expenses 
Overall, RPTA’s expenses are running under budget for the first quarter. Regional 
Services and Administration are the areas most under budget as Valley Metro has 
limited discretionary and non-essential spending. Operating expenses through the first 
quarter are approximately $8.4 million below the quarterly budget target, and equates to 
20% of the annual RPTA budget 

Likewise, VMR operating expenses are below budget by $4.6 million in the first quarter, 
equating to approximately 19% of the annual budget spent. Of this amount, 
approximately $2.6 million is from light rail operations and security. Future Project 
Development is under budget by $1.6 million, however this may be due in part to 
invoices that often are received late. 

Merit Pay 
Revenues for the first quarter are above budget for regional and local sources. The 
national economy is expected to recover in 2021. At the Phoenix Business Journal SRP 
2021 Economic Forecast virtual event, Bernard Baumohl, Chief Global Economist for 
the Economic Outlook Group, forecasted that annual Gross Domestic Product would 
end 2020 with a decrease of 5.0%, but that 2021 would see growth between 2.2% and 
3.4%. 

Likewise, the ADOT Risk Analysis Panel, used to develop the forecast for the Prop 400 
regional tax, were optimistic about the economic conditions in Maricopa County. This is 
reflected in the updated revenue forecast which projects average annual revenue 
growth of 5.0% for FY21 through FY25. Despite this optimistic forecast, Valley Metro 
continues to budget conservatively.  

With revenues ahead of budget, budget reductions and efficiencies, conservative 
forecasts for the next few years, and agencywide expenditures currently under budget, 
staff believes that the budgeted merit pay should be released for distribution to staff. It is 
also in keeping with many member cities in the region who granted merit pay during the 
last fiscal year.  
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STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan: 
• Goal 1: Advance performance-based operations 

COMMITTEE PROCESS 
AFS: November 12, 2020 for possible action 
Board of Directors: November 19, 2020 for possible action 

CONTACT  
Paul Hodgins 
Chief Financial Officer 
phodgins@valleymetro.org

ATTACHMENT 
None 
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RPTA FY21 Budget vs. Actual 
July 1, 2020-September 30,2020 
Summary – Sources and Uses of Funds 

FY21 Budget FY21 Actual FY21 Variance % Spent 
Sources of Funds 

Operating 
AZ Lottery Funds $ 50,000 $ - $ 50,000 0% 
Carry Forward & Reserves 837,000 - 837,000 0% 
Fares 2,944,000 522,000 2,422,000 18% 
Federal Funds 7,459,000 160,000 7,299,000 2% 
Federal Funds - CARES 49,774,000 13,327,000 36,447,000 27% 
MAG Funds 225,000 45,000 180,000 20% 
Other 363,000 11,000 352,000 3% 
Public Transportation Funds 62,539,000 29,361,000 33,178,000 47% 
Regional Area Road Funds 5,180,000 5,418,000 (238,000) 105% 
Transit Service Reimbursements 28,386,000 5,200,000 23,186,000 18% 

Sub-Total Operating 
Pass-Through 

157,757,000 
27,530,000 

54,044,000 
3,652,000 

103,713,000 
23,878,000 

34% 
13% 

Total Operating 185,287,000 57,696,000 127,591,000 31% 

Capital 
Carry Forward & Reserves 1,611,000 - 1,611,000 0% 
Federal Funds 43,365,000 589,000 42,776,000 1% 
Other 200,000 25,000 175,000 13% 
Public Transportation Funds 15,045,000 - 15,045,000 0% 
Regional Area Road Funds - 264,000 (264,000) 0% 

Sub-Total Capital 60,221,000 878,000 59,343,000 1% 
Pass-Through 53,930,000 9,542,000 44,388,000 0% 
Total Capital 114,151,000 10,420,000 103,731,000 9% 
Total Sources of Funds $ 299,438,000 $ 68,116,000 $ 231,322,000 23% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Uses of Funds 

Operating
        Fixed Route Operations $ 103,833,000 $ 22,612,000 $ 81,221,000 22%
        Paratransit Operations 31,392,000 5,945,000 25,447,000 19%
        Vanpool Operations 953,000 204,000 749,000 21%
        Planning 2,033,000 355,000 1,678,000 17%
        Commute Solutions 1,299,000 284,000 1,015,000 22%
        Regional Services 13,917,000 2,132,000 11,785,000 15%
        Administration and Finance 4,110,000 604,000 3,506,000 15%
        Sub-Total Operating 157,537,000 32,136,000 125,401,000 20% 

Pass-Through
        VMR RARF Disbursements 500,000 500,000 - 100%
        Valley Metro Rail 27,250,000 5,291,000 21,959,000 19%
        Sub-Total Pass-Through 27,750,000 5,791,000 21,959,000 21% 

Total Operating 185,287,000 37,927,000 147,360,000 20% 

Capital
        Regional Fleet 49,379,000 1,756,000 47,623,000 4%
        Regional Facilities and Admin 4,094,000 2,308,000 1,786,000 56%
        Other Regional Projects 1,185,000 125,000 1,060,000 11%
        Member Agency Disbursements 5,563,000 55,000 5,508,000 1%
        Sub-Total Capital 60,221,000 4,244,000 55,977,000 7% 

Pass-Through
        Rail Program Disbursements 42,926,000 12,700,000 30,226,000 30%
        VMR Reserve for Future Use 11,004,000 - 11,004,000 0%
        Sub-Total Pass-Through 53,930,000 12,700,000 41,230,000 24% 

Total Capital 114,151,000 16,944,000 97,207,000 15% 

Total Uses of Funds 299,438,000 54,871,000 244,567,000 18% 



FY21 Budget FY21 Actual FY21 Variance % Spent 

Operating Overview 

Operating 

Fixed Route Operations $ 103,833,000 $ 22,612,000 $ 81,221,000 22% 

Paratransit Operations 31,392,000 5,945,000 25,447,000 19% 

Vanpool Operations 953,000 204,000 749,000 21% 

Planning 2,033,000 355,000 1,678,000 17% 

Commute Solutions 1,299,000 284,000 1,015,000 22% 

Regiona I Services 13,917,000 2,132,000 11,785,000 15% 

Administration and Finance 4,110,000 604,000 3,506,000 15% 

Total Operating 157,537,000 32,136,000 125,401,000 20% 

Pass-Through 

VMR RARF Disbursements 500,000 500,000 100% 

Valley Metro Ra il 27,250,000 5,291,000 21,959,000 19% 

Total Pass-Through 27,750,000 5,791,000 21,959,000 21% 

Total Operating Overview 185,287,000 37,927,000 147,360,000 20% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Fixed Route Operations 

Operation Services
  Transit Services 
Fuel & Lubricants
 Contractual Services

Total Operation Services 

$ 90,072,000 
5,704,000 
2,272,000 

98,048,000 

$ 19,763,000
1,139,000 

376,000 
21,278,000

$ 70,309,000
4,565,000 
1,896,000 

76,770,000 

22%
20%
17% 
22% 

Facility Maintenance
 Utilities
 Other
Contractual Services

Total Facility Maintenance 

822,000 
54,000 

2,737,000 
3,613,000 

254,000 
-

505,000 
759,000 

568,000 
54,000

2,232,000 
2,854,000

31%
0%

18% 
21% 

Administrative Support
 Personal Services 
Advertising
 Fuel & Lubricants 
Insurance 
Supplies 
 Travel & Meetings
 Other
 Allocated Overhead 
Contractual Services 

Total Administrative Support 

1,092,000 
4,000 
7,000 

64,000
9,000 
1,000 

66,000 
749,000 
180,000 

2,172,000 

261,000 
-

1,000 
16,000 

1,000 
-

12,000 
129,000 
155,000 
575,000 

831,000 
4,000 
6,000 

48,000 
8,000 
1,000 

54,000 
620,000 

25,000 
1,597,000

24%
0%

14%
25%
11%

0%
18%
17%
86% 
26%

Total Fixed Route Operations $ 103,833,000 $ 22,612,000 $ 81,221,000 22% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Demand Services-Paratransit & RideChoice 

Operation Services
 Transit Services 
 Fuel & Lubricants 
 PTF Disbursements 

Total Operation Services 

$ 21,506,000 
1,445,000 
6,659,000 

29,610,000 

$ 3,348,000 
167,000 

2,247,000 
5,762,000 

$ 18,158,000 
1,278,000 
4,412,000 

23,848,000 

16%
12%
34% 
19% 

Administrative Support
Personal Services 
Computers & Software 
Insurance
Contractual Services 
Allocated Overhead 
 Contingency 

Total Administrative Support 

532,000 
200,000 

56,000 
-

366,000 
628,000 

1,782,000 

109,000 
-

14,000 
6,000 

54,000 
-

183,000 

423,000 
200,000 

42,000 
(6,000) 

312,000 
628,000 

1,599,000 

20%
0%

25%
0%

15%
0% 

10% 

Total Operation Services $ 31,392,000 $ 5,945,000 $ 25,447,000 19% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Vanpool Operations 

Operation Services
Transit Services 

Total Operation Services 
$ 600,000 

600,000 
$ 141,000 

141,000 
$ 459,000 

459,000 
24% 
24% 

Administrative Support
 Personal Services 

        Advertising 
 Contractual Services 

        Insurance 
Supplies 

        Travel & Meetings 
 Other 

        Allocated Overhead 
Total Administrative Support 

140,000 
25,000

6,000
60,000 
20,000 

1,000
4,000 

97,000 
353,000 

29,000 
-

2,000 
15,000

1,000 
-
-

16,000 
63,000 

111,000 
25,000 

4,000 
45,000 
19,000 

1,000 
4,000 

81,000 
290,000 

21%
0%

33%
25%

5%
0%
0%

16% 
18% 

Total Vanpool Operations $ 953,000 $ 204,000 $ 749,000 21% 

FY21 Budget FY21 Actual FY21 Variance % Spent 
Commute Solutions 

Administrative Support
        Personal Services $ 577,000 $ 139,000 $ 438,000 24%
        Advertising 45,000 25,000 20,000 56%
        Contractual Services 142,000 16,000 126,000 11%
        Supplies 30,000 10,000 20,000 33%
        Travel & Meetings 2,000 - 2,000 0%
        Other 109,000 23,000 86,000 21%
        Allocated Overhead 394,000 71,000 323,000 18% 
Total Administrative Support 1,299,000 284,000 1,015,000 22% 

Total Commute Solutions $ 1,299,000 $ 284,000 $ 1,015,000 22% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Planning 

Systems Development
 Personal Services 
Computers & Software 
Contractual Services 
Allocated Overhead

Total Systems Development 

$ 138,000 
100,000 
175,000 

93,000 
506,000 

$ 67,000 
62,000 

-
31,000 

160,000 

$ 71,000 
38,000 

175,000 
62,000 

346,000 

49%
62%

0%
33% 
32% 

Corridor & Facility
 Personal Services 
 Contractual Services 
Allocated Overhead 

Total Corridor & Facility 

521,000 
172,000 
358,000 

1,051,000 

76,000 
-

41,000 
117,000 

445,000 
172,000 
317,000 
934,000 

15%
0%

11% 
11% 

Administrative Support
Personal Services 
Computers & Software 
 Contractual Services 
Supplies 
 Travel & Meetings 
Other 
 Allocated Overhead 

Total Administrative Support 

250,000 
2,000 

20,000 
3,000 
3,000 

27,000 
171,000 
476,000 

50,000 
-
-
-
-

1,000 
27,000 
78,000 

200,000 
2,000 

20,000 
3,000 
3,000 

26,000 
144,000 
398,000 

20%
0%
0%
0%
0%
4%

16% 
16% 

Total Planning $ 2,033,000 $ 355,000 $ 1,678,000 17% 



FY21 Budget FY21 Actual FY21 Variance % Spent
Regional Services 

Operation Services
  Fuel & Lubricants 
Transit Services 

Total Operation Services 

$ -

$ 1,903,000 
1,903,000 

$ 1,000 

$ 194,000 
193,000 

$ (1,000) 

$ 1,709,000 
1,710,000 

0%
10% 
10% 

Administrative Support
Personal Services 
Advertising
 Computers & Software 
Equipment 
 Furniture & Fixtures
Contractual Services
 Leases/Rent 
 Site Improvements
Supplies 
Transit Books 
Travel & Meetings 
 Other 
Allocated Overhead 

Total Administrative Support 

4,775,000 
490,000 
100,000 

20,000 
88,000 

1,257,000 
657,000 
158,000 
558,000 
211,000 

21,000 
404,000 

3,275,000 
12,014,000 

956,000 
6,000 

-
-
-

274,000 
156,000 

-
18,000 

1,000 
-

49,000 
478,000 

1,938,000 

3,819,000 
484,000 
100,000 

20,000 
88,000 

983,000 
501,000 
158,000 
540,000 
210,000 

21,000 
355,000 

2,797,000 
10,076,000 

20%
1%
0%
0%
0%

22%
24%

0%
3%
0%
0%

12%
15% 
16% 

Total Regional Services $ 13,917,000 $ 2,132,000 $ 11,785,000 15% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Administration and Finance 

Administrative Support
        Personal Services $ 1,370,000 $ 271,000 $ 1,099,000 20%
        Advertising 2,000 - 2,000 0%
        Computers & Software 20,000 - 20,000 0%
        Contingency 500,000 - 500,000 0%
        Contractual Services 615,000 55,000 560,000 9%
        Furniture & Fixtures 17,000 - 17,000 0%
        Site Improvements 118,000 - 118,000 0%
        Supplies 20,000 2,000 18,000 10%
        Travel & Meetings 66,000 3,000 63,000 5%
        Other 446,000 129,000 317,000 29%
        Allocated Overhead 936,000 144,000 792,000 15% 
Total Administrative Support 4,110,000 604,000 3,506,000 15% 

Total Administration and Finance $ 4,110,000 $ 604,000 $ 3,506,000 15% 



Capital 

FY21 Budget FY21 Actual FY21 Variance % Spent 
Capital Overview 

Capital
 Regional Fleet 
 Other Regional Projects 

        Member Agency Disbursements 
      Regional Facilities and Administration 

Total Capital 

$ 49,379,000 
1,185,000 
5,563,000 
4,094,000 

60,221,000 

$ 1,756,000 
125,000 

55,000 
2,308,000 
4,244,000 

$ 47,623,000 
1,060,000 
5,508,000 
1,786,000 

55,977,000

4%
11%

1%
56% 

7% 

Pass-Through
 Rail Program Disbursements 

        VMR Reserve for Future Use 
Total Pass-Through 

42,926,000 
11,004,000 
53,930,000 

12,700,000 
-

12,700,000 

30,226,000 
11,004,000 
41,230,000 

30%
0% 

24% 

Total Capital Overview $ 114,151,000 $ 16,944,000 $ 97,207,000 15% 

FY21 Budget FY21 Actual FY21 Variance % Spent 
Regional Fleet 

Bus
 Fleet 
 Travel & Meetings 
Other 

Total Bus 

$ 44,025,000 
7,000 

37,000 
44,069,000 

$ 1,711,000 
-
-

1,711,000 

$ 42,314,000 
7,000 

37,000 
42,358,000 

4%
0%
0% 
4% 

Vanpool
Fleet 
 Other 

Total Vanpool 

3,307,000 
3,000 

3,310,000 

44,000 
1,000 

45,000 

3,263,000 
2,000

3,265,000 

1%
33% 

1% 

Other
 Fleet 
 Contractual Services 
Carry Forward & Reserves 

Total Other 

1,800,000 
15,000 

185,000 
2,000,000 

-
-
-
-

1,800,000 
15,000 

185,000 
2,000,000 

0%
0%
0% 
0% 

Total Regional Fleet 49,379,000 1,756,000 47,623,000 4% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Other Regional Projects 

Fare Collection Systems 
Equipment $ 50,000 $ $ 50,000 0% 

Total Fare Co llection Systems 50,000 50,000 0% 

State of Good Repair 

Equipment 1,135,000 125,000 1,010,000 11% 

Total State of Good Repa ir 1,135,000 125,000 1,010,000 11% 

Total Other Regional Projects $ 1,185,000 $ 125,000 $ 1,060,000 11% 

FY21 Budget FY21 Actual FY21 Variance % Spe nt 

Member Agency Disbursements 

Bus 

PTF Disbursements $ 3,623,000 $ $ 3,623,000 0% 

Total Bus 3,623,000 3,623,000 0% 

Fare Collection Syst ems 

PTF Disbursements 847,000 847,000 0% 

Total Fare Collection Systems 847,000 847,000 0% 

Other 

PTF Disbursements 382,000 55,000 327,000 14% 

Total Other 382,000 55,000 327,000 14% 

Passenger Fa cilities 

PTF Disbursements 711,000 711,000 0% 

Total Passenger Facilities 711,000 711,000 0% 

Total Member Agency Disbursements $ 5,563,000 $ 55,000 $ 5, 508,000 1% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Regional Facilities and Administration 

Maintenance Facilities
 Equipment 
 Contractual Services 
 Site Improvements 

Total Maintenance Facilities 

$ 1,045,000 
-
-

1,045,000 

$ -
-

9,000 
9,000 

$ 1,045,000 
-

(9,000) 
1,036,000 

0%
0%
0% 
1% 

Passenger Facilities
 Personal Services 
 PTF Disbursements 
 Contractual Services 
  Site Improvements 
  Allocated Overhead 

Total Passenger Facilities 

160,000 
582,000 
379,000 

-
113,000 

1,234,000 

5,000 
1,012,000 

-
-

3,000 
1,020,000 

155,000 
(430,000) 
379,000 

-
110,000 
214,000 

3%
174%

0%
0%
3% 

83% 

IT Infrastructure
 Computers & Software 
 Equipment 
Contractual Services 
Other 

Total IT Infrastructure 

1,692,000 
-

123,000 
-

1,815,000 

1,261,000 
-

14,000 
4,000 

1,279,000 

431,000 
-

109,000 
(4,000) 

536,000 

75%
0%

11%
0% 

70% 

Total Regional Facilities and Administration $ 4,094,000 $ 2,308,000 $ 1,786,000 56% 

FY21 Budget FY21 Actual FY21 Variance % Spent 

VMR Public Transportation Funds Program 
Rail Program Disbursements $ 42,926,000 $ 12,700,000 $ 30,226,000 30% 
VMR Reserve for Future Use 11,004,000 - 11,004,000 0% 

VMR Public Transportation Funds Program Total 53,930,000 12,700,000 41,230,000 24% 

Grand Total $ 53,930,000 $ 12,700,000 $ 41,230,000 24% 

Pass-Through 



VMR FY21 Budget vs.  Actual  
July 1, 2020 – September 30, 2020 

Summary  

Uses of Funds 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Operating
Light Rail O&M 
Streetcar O&M

  Light Rail Security
Streetcar Security 
Future Project Development 
 Agency Operating 

Total Operating 

$ 49,227,000 
613,000 

8,489,000 
110,000 

11,686,000 
1,870,000 

71,995,000 

$ 9,878,000 $ 39,349,000 
- 613,000 

1,932,000 6,557,000 
- 110,000 

1,306,000 10,380,000 
291,000 1,579,000 

13,407,000 58,588,000 

20%
0%

23%
0%

11%
16% 
19% 

Capital
 Tempe Streetcar 
South Central/Downtown Hub 
Northwest Phase II 
OMC Expansion 
Gilbert Road Extension 
50th Street Station
 Systemwide Improvements 
 State of Good Repair 

Total Capital 

39,837,000 
253,136,000 

91,334,000 
27,860,000 

3,296,000 
-

11,461,000 
8,695,000 

435,619,000 

9,541,000 
20,759,000 

861,000 
15,675,000 

(221,000) 
1,000 

1,407,000 
637,000 

48,660,000 

30,296,000 
232,377,000 

90,473,000 
12,185,000 

3,517,000 
(1,000) 

10,054,000 
8,058,000 

386,959,000 

24%
8%
1%

56%
-7%
0%

12%
7% 

11% 

Total Uses of Funds $ 507,614,000 $ 62,067,000 $ 445,547,000 12% 

Sources of Funds 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Operating
      Advertising $ 275,000 $ 23,000 $ 252,000 8%
      Fares 2,710,000 423,000 2,287,000 16%
      Federal Funds 1,546,000 26,000 1,520,000 2%
      Federal Funds - CARES 42,961,000 3,460,000 39,501,000 8%
      MAG Funds 500,000 100,000 400,000 20%
      Member City Contributions 12,890,000 4,543,000 8,347,000 35%
      Public Transportation Funds 10,483,000 142,000 10,341,000 1%
      Regional Area Road Funds 500,000 242,000 258,000 48%
      Other 130,000 3,000 127,000 2% 
Total Operating 71,995,000 8,962,000 63,033,000 12% 

Capital
      Federal Funds 282,659,000 4,471,000 278,188,000 2%
      Member City Contributions 120,518,000 19,051,000 101,467,000 16%
      Public Transportation Funds 32,442,000 400,000 32,042,000 1% 
Total Capital 435,619,000 23,922,000 411,697,000 5% 

Total Sources of Funds $ 507,614,000 $ 32,884,000 $ 474,730,000 6% 



Operating 

Light Rail O&M
FY21 Budget FY21 Actual FY21 Variance % Spent 

      Operations 
 Vehicle Maintenance 

      Maintenance of Way 
Administrative Support 

$ 15,930,000 
9,780,000 

13,558,000 
9,959,000 

$ 3,998,000 
1,608,000 
2,398,000 
1,874,000 

$ 11,932,000 
8,172,000 

11,160,000 
8,085,000 

25%
16%
18%
19% 

Total Light Rail O&M $ 49,227,000 $ 9,878,000 $ 39,349,000 20% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Light Rail  (O&M) 

Operations
      Personal Services $ 221,000 $ 27,000 $ 194,000 12%
      Contractual Services 3,000 7,000 (4,000) 233%
      Fuel & Lubricants 30,000 4,000 26,000 13%
      Propulsion Power 3,020,000 647,000 2,373,000 21%
      Transit Services 12,636,000 3,300,000 9,336,000 26%
      Allocated Overhead 20,000 13,000 7,000 65% 
Total Operations 15,930,000 3,998,000 11,932,000 25% 

Vehicle Maintenance
      Personal Services 5,137,000 1,070,000 4,067,000 21%
      Contractual Services 957,000 - 957,000 0%
      Parts 3,509,000 642,000 2,867,000 18%
      Allocated Overhead 446,000 83,000 363,000 19%
      Other (269,000) (187,000) (82,000) 70% 
Total Vehicle Maintenance 9,780,000 1,608,000 8,172,000 16% 

Maintenance of Way
      Personal Services 5,385,000 953,000 4,432,000 18%
      Computers & Software 181,000 15,000 166,000 8%
      Contractual Services 4,267,000 815,000 3,452,000 19%
      Equipment 30,000 - 30,000 0%
      Fuel & Lubricants 288,000 45,000 243,000 16%
      Parts 1,252,000 60,000 1,192,000 5%
      Supplies 1,000 - 1,000 0%
      Utilities 1,589,000 406,000 1,183,000 26%
      Allocated Overhead 460,000 72,000 388,000 16%
      Other 105,000 32,000 73,000 30% 
Total Maintenance of Way 13,558,000 2,398,000 11,160,000 18% 

Administrative Support
      Personal Services 2,988,000 638,000 2,350,000 21%
      Advertising 448,000 - 448,000 0%
      Computers & Software 127,000 65,000 62,000 51%
      Contractual Services 1,074,000 212,000 862,000 20%
      Equipment 64,000 - 64,000 0%
      Insurance 2,109,000 497,000 1,612,000 24%
      Leases/Rent 50,000 - 50,000 0%
      Non-Revenue Vehicles 90,000 - 90,000 0%
      Site Improvements 3,000 - 3,000 0%
      Supplies 101,000 9,000 92,000 9%
      Travel & Meetings 3,000 - 3,000 0%
      Allocated Overhead 1,459,000 214,000 1,245,000 15%
      Other 1,143,000 239,000 904,000 21%
      Contingency 300,000 - 300,000 0% 
Total Administrative Support 9,959,000 1,874,000 8,085,000 19% 

Total Light Rail  (O&M) $ 49,227,000 $ 9,878,000 $ 39,349,000 20% 



Light Rail Security 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Security
      Personal Services $ 840,000 $ 69,000 $ 771,000 8%
      Computers & Software - 38,000 (38,000) 0%
      Contractual Services 74,000 - 74,000 0%
      Safety & Security 7,329,000 1,792,000 5,537,000 24%
      Supplies 11,000 1,000 10,000 9%
      Travel & Meetings 2,000 - 2,000 0%
      Allocated Overhead 227,000 32,000 195,000 14%
      Other 6,000 - 6,000 0% 
Total Security 8,489,000 1,932,000 6,557,000 23% 

Total Light Rail Security $ 8,489,000 $ 1,932,000 $ 6,557,000 23% 



Future Project Development 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Corridor & Facility
      Personal Services $ 575,000 $ 125,000 $ 450,000 22%
      Contractual Services 5,805,000 135,000 5,670,000 2%
      Allocated Overhead 326,000 58,000 268,000 18% 
Total Corridor & Facility 6,706,000 318,000 6,388,000 5% 

Systems Development
      Personal Services 241,000 64,000 177,000 27%
      Contractual Services 110,000 - 110,000 0%
      Allocated Overhead 137,000 31,000 106,000 23% 
Total Systems Development 488,000 95,000 393,000 19% 

Administrative Support
      Personal Services 1,704,000 302,000 1,402,000 18%
      Advertising 19,000 - 19,000 0%
      Computers & Software 43,000 - 43,000 0%
      Contractual Services 1,640,000 175,000 1,465,000 11%
      Other Capital 10,000 - 10,000 0%
      Supplies 13,000 - 13,000 0%
      Travel & Meetings 43,000 - 43,000 0%
      Allocated Overhead 955,000 416,000 539,000 44%
      Other 65,000 - 65,000 0% 
Total Administrative Support 4,492,000 893,000 3,599,000 20% 

Total Future Project Development $ 11,686,000 $ 1,306,000 $ 10,380,000 11% 

FY21 Budget FY21 Actual FY21 Variance % Spent 
Agency Operating 

Administrative Support
      Personal Services $ 922,000 $ 172,000 $ 750,000 19%
      Contractual Services 307,000 16,000 291,000 5%
      Supplies 26,000 7,000 19,000 27%
      Travel & Meetings 19,000 - 19,000 0%
      Allocated Overhead 521,000 84,000 437,000 16%
      Other 75,000 12,000 63,000 16% 
Total Administrative Support 1,870,000 291,000 1,579,000 16% 

Total Agency Operating $ 1,870,000 $ 291,000 $ 1,579,000 16% 



Capital 

South Central/Downtown Hub 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Project Costs
      Personal Services $ 1,642,000 $ 361,000 $ 1,281,000 22% 
      Computers & Software - 48,000 (48,000) 0% 
      Contractual Services 181,007,000 5,139,000 175,868,000 3% 
      Non-Prior Right Utilities 16,845,000 47,000 16,798,000 0% 
      OMC Expansion 18,574,000 - 18,574,000 0% 
      Real Estate 32,587,000 - 32,587,000 0% 
      Revenue Vehicles - 14,991,000 (14,991,000) 0% 
      Supplies 63,000 2,000 61,000 3% 
      Transit Services 156,000 - 156,000 0% 
      Travel & Meetings 19,000 - 19,000 0% 
      Allocated Overhead 869,000 167,000 702,000 19% 
      Other 381,000 4,000 377,000 1% 
Total Project Costs 252,143,000 20,759,000 231,384,000 8% 

Associated Costs
      Art 693,000 - 693,000 0% 
      Other 300,000 - 300,000 0% 
Total Associated Costs 993,000 - 993,000 0% 

Total South Central/Downtown Hub $ 253,136,000 $ 20,759,000 $ 232,377,000 8% 

Northwest Phase II 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Project Costs
      Personal Services $ 1,119,000 $ 225,000 $ 894,000 20% 
      Advertising

  Computers & Software
      Contractual Services

1,000 
-

58,703,000 

-
48,000 

482,000 

1,000 
(48,000) 

58,221,000 

0% 
0% 
1% 

      Non-Prior Right Utilities 6,520,000 - 6,520,000 0% 
      Real Estate 24,000,000 - 24,000,000 0% 
      Supplies
      Travel & Meetings

33,000 
34,000 

-
-

33,000 
34,000 

0% 
0% 

      Allocated Overhead 595,000 104,000 491,000 17% 
      Other 241,000 2,000 239,000 1% 
Total Project Costs 91,246,000 861,000 90,385,000 1% 

Associated Costs
      Art 
Total Associated Costs 

88,000 
88,000 

-
-

88,000 
88,000 

0% 
0% 

Total Northwest Phase II $ 91,334,000 $ 861,000 $ 90,473,000 1% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
OMC Expansion 

Project Costs
      Personal Services $ 1,278,000 $ 233,000 $ 1,045,000 18%
      Contractual Services 44,013,000 15,328,000 28,685,000 35%
      Supplies 2,000 - 2,000 0%
      Transit Services 420,000 - 420,000 0%
      Travel & Meetings 1,000 - 1,000 0%
      Allocated Overhead 510,000 111,000 399,000 22%
      Other 210,000 3,000 207,000 1% 
Total Project Costs 46,434,000 15,675,000 30,759,000 34% 

Total OMC Expansion $ 46,434,000 $ 15,675,000 $ 30,759,000 34% 

Gilbert Road Extension 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Project Costs
Personal Services 

   Contractual Services 
Revenue Vehicles
 Allocated Overhead 
  Interest

Total Project Costs 

$ - $ 39,000 $ (39,000) 0%
50,000 (305,000) 355,000 -610%

3,246,000 8,000 3,238,000 0%
- 20,000 (20,000) 0%
- 17,000 (17,000) 0% 

3,296,000 (221,000) 3,517,000 -7% 

Total Gilbert Road Extension $ 3,296,000 $ (221,000) $ 3,517,000 -7% 

50th Street Station 
FY21 Budget FY21 Actual FY21 Variance % Spent 

Project Costs
Contractual Services 

Total Project Costs 
$ - $ 1,000 $ (1,000) 0% 

- 1,000 (1,000) 0% 

Total 50th Street Station $ - $ 1,000 $ (1,000) 0% 



FY21 Budget FY21 Actual FY21 Variance % Spent 
Systemwide Improvements 

Project Costs
 Personal Services 
Computers & Software 
Contractual Services 
Equipment 
Other Capital 
 Revenue Vehicles 
Travel & Meetings 
Allocated Overhead 

Total Project Costs 

$ 300,000 
1,192,000 

586,000 
1,645,000 

100,000 
7,591,000 

5,000 
42,000 

11,461,000 

$ 35,000 
1,045,000 

288,000 
-
-

21,000 
1,000 

17,000 
1,407,000 

$ 265,000 
147,000 
298,000 

1,645,000 
100,000 

7,570,000 
4,000 

25,000 
10,054,000 

12%
88%
49%

0%
0%
0%

20%
40% 
12% 

Total Systemwide Improvements $ 11,461,000 $ 1,407,000 $ 10,054,000 12% 

FY21 Budget FY21 Actual FY21 Variance % Spent 
State of Good Repair 

Project Costs
        Personal Services $ 296,000 $ 48,000 $ 248,000 16%
        Contractual Services - 135,000 (135,000) 0%
        Equipment 5,318,000 108,000 5,210,000 2%
        Non-Revenue Vehicles 169,000 - 169,000 0%
        Other Capital - 88,000 (88,000) 0%
        Parts - 243,000 (243,000) 0%
        Revenue Vehicles 2,886,000 - 2,886,000 0%
        Allocated Overhead 26,000 15,000 11,000 58% 
Total Project Costs 8,695,000 637,000 8,058,000 7% 

Total State of Good Repair $ 8,695,000 $ 637,000 $ 8,058,000 7% 
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RPTA FY 21 Q1 Budget v. Actual

3

FY21 Budget FY21 Actual FY21 Variance % Received
Sources of Funds 
Operating

AZ Lottery Funds $                50,000  $                         ‐ $                50,000  0%
Carry Forward & Reserves 837,000  ‐ 837,000  0%
Fares 2,944,000  522,000  2,422,000  18%
Federal Funds 7,459,000  160,000  7,299,000  2%
Federal Funds ‐ CARES 49,774,000  13,327,000  36,447,000  27%
MAG Funds 225,000  45,000  180,000  20%
Other 363,000  11,000  352,000  3%
Public Transportation Funds 62,539,000  29,361,000  33,178,000  47%

Regional Area Road Funds 5,180,000  5,418,000  (238,000) 105%
Transit Service Reimbursements 28,386,000  5,200,000  23,186,000  18%
Sub‐Total Operating 157,757,000  54,044,000  103,713,000  34%

Pass‐Through 27,530,000  3,652,000  23,878,000  13%

Total Operating 185,287,000  57,696,000  127,591,000  31%

Capital 
Carry Forward & Reserves 1,611,000  ‐ 1,611,000  0%
Federal Funds 43,365,000  589,000  42,776,000  1%
Other 200,000  25,000  175,000  13%
Public Transportation Funds 15,045,000  ‐ 15,045,000  0%

Regional Area Road Funds ‐ 264,000  (264,000) 0%
Sub‐Total Capital 60,221,000  878,000  59,343,000  1%

Pass‐Through 53,930,000  9,542,000  44,388,000  18%

Total Capital 114,151,000  10,420,000  103,731,000  9%

Total Sources of Funds $         299,438,000  $           68,116,000  $         231,322,000  23%

RPTA FY 21 Q1 Budget v. Actual
FY21 Budget FY21 Actual FY21 Variance % Spent

Uses of Funds

Operating

        Fixed Route Operations 103,833,000$             22,612,000$               81,221,000$               22%

        Paratransit Operations 31,392,000                 5,945,000                    25,447,000                 19%

        Vanpool Operations 953,000                       204,000                       749,000                       21%

        Planning 2,033,000                    355,000                       1,678,000                    17%

        Commute Solutions 1,299,000                    284,000                       1,015,000                    22%

        Regional Services 13,917,000                 2,132,000                    11,785,000                 15%

        Administration and Finance 4,110,000                    604,000                       3,506,000                    15%

        Sub‐Total Operating  157,537,000               32,136,000                 125,401,000               20%

Pass‐Through

        VMR RARF Disbursements 500,000                       500,000                       ‐                                     100%

        Valley Metro Rail 27,250,000                 5,291,000                    21,959,000                 19%

        Sub‐Total Pass‐Through  27,750,000                 5,791,000                    21,959,000                 21%

Total Operating 185,287,000               37,927,000                 147,360,000               20%

Capital

        Regional Fleet 49,379,000                 1,756,000                    47,623,000                 4%

        Regional Facilities and Administratio 4,094,000                    2,308,000                    1,786,000                    56%

        Other Regional Projects 1,185,000                    125,000                       1,060,000                    11%

        Member Agency Disbursements 5,563,000                    55,000                          5,508,000                    1%

        Sub‐Total Capital  60,221,000                 4,244,000                    55,977,000                 7%

Pass‐Through

        Rail Program Disbursements 42,926,000                 12,700,000                 30,226,000                 30%

        VMR Reserve for Future Use 11,004,000                 ‐                                     11,004,000                 0%

        Sub‐Total Pass‐Through  53,930,000                 12,700,000                 41,230,000                 24%

Total Capital 114,151,000               16,944,000                 97,207,000                 15%

Total Uses of Funds 299,438,000               54,871,000                 244,567,000               18%
4
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FY21 Budget FY21 Actual FY21 Variance % Spent

Operating Overview

Operating

        Fixed Route Operations 103,833,000$     22,612,000$       81,221,000$       22%

        Paratransit Operations 31,392,000          5,945,000            25,447,000          19%

        Vanpool Operations 953,000                204,000                749,000                21%

        Planning 2,033,000            355,000                1,678,000            17%

        Commute Solutions 1,299,000            284,000                1,015,000            22%

        Regional Services 13,917,000          2,132,000            11,785,000          15%

        Administration and Finance 4,110,000            604,000                3,506,000            15%

Total Operating 157,537,000       32,136,000          125,401,000       20%

Pass‐Through

        VMR RARF Disbursements 500,000                500,000                ‐                         100%

        Valley Metro Rail 27,250,000          5,291,000            21,959,000          19%

Total Pass‐Through 27,750,000          5,791,000            21,959,000          21%

Total Operating Overview 185,287,000       37,927,000          147,360,000       20%

RPTA Q1 Budget vs. Actual

6

FY21 Budget FY21 Actual FY21 Variance % Spent

        Fixed Route Operations

        Operation Services 98,048,000          21,278,000          76,770,000          22%

Facility Maintenance 3,613,000             759,000                2,854,000             21%

Administrative Support 2,172,000             575,000                1,597,000             26%

Total Fixed Route Operations 103,833,000$     22,612,000$       81,221,000$       22%

FY21 Budget FY21 Actual FY21 Variance % Spent

Paratransit Operations

        Operation Services 29,610,000$        5,762,000$          23,848,000$        19%

        Administrative Support 1,782,000             183,000                1,599,000             10%

Total Paratransit Operations 31,392,000$       5,945,000$         25,447,000$       19%

5

6



11/6/2020

4

CARES Act Application

7

FY21 Budget  FY21 Actual  FY21 Variance  % Spent 

CARES Act Application 

Operation Services 98,048,000  21,278,000 

Facility Maintenance $         3,613,000 $            759,000  $         2,854,000  21%

Administrative Support 2,172,000  575,000  1,597,000  26%

Total Fixed Route Operating Costs 103,833,000  22,612,000  81,221,000  22%

Less Fare Revenue 2,916,000 $            420,000  $         2,496,000  14%

Costs eligible for Federal Funds 100,917,000  22,192,000  78,725,000  22%

Less Cares Act Revenue 43,848,000  12,135,000  31,713,000  28%

Less Other Federal 4,808,000  ‐ 4,808,000  0%

Net Costs ‐ PTF/Member City Funded 52,261,000 

RPTA Q1 Budget vs. Actual

8

FY21 Budget FY21 Actual FY21 Variance % Spent

Regional Services

        Operation Services 1,903,000             194,000                1,709,000             10%

        Administrative Support 12,014,000          1,938,000             10,076,000          0%

Total Regional Services 13,917,000$       2,132,000$         11,785,000$       15%

FY21 Budget FY21 Actual FY21 Variance % Spent

Planning  

        Systems Development 506,000$              160,000$              346,000$              32%

        Corridor & Facility 1,051,000             117,000                934,000                11%

        Administrative Support 476,000                78,000                  398,000                16%

Total Planning 2,033,000$         355,000$             1,678,000$         17%

7
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FY21 Budget FY21 Actual FY21 Variance % Spent

Administration and Finance

Total Administration and Finance 4,110,000$         604,000$             3,506,000$         15%

FY21 Budget FY21 Actual FY21 Variance % Spent

Commute Solutions

Total Commute Solutions 1,299,000$         284,000$             1,015,000$         22%

FY21 Budget FY21 Actual FY21 Variance % Spent

Vanpool Operations

        Opeation Services 600,000                141,000                459,000                24%

        Administrative Support 353,000                63,000                  290,000                18%

Total Vanpool Operations 953,000$             204,000$             749,000$             21%

9

RPTA Q1 Budget vs. Actual

10

FY21 Budget FY21 Actual FY21 Variance % Spent

Capital Overview

Capital

        Regional Fleet 49,379,000$       1,756,000$          47,623,000$       4%

        Other Regional Projects 1,185,000            125,000                1,060,000            11%

        Member Agency Disbursements 5,563,000            55,000                  5,508,000            1%

        Regional Facilities and Administration 4,094,000            2,308,000            1,786,000            56%

Total Capital 60,221,000          4,244,000            55,977,000          7%

Pass‐Through

        Rail Program Disbursements 42,926,000          12,700,000          30,226,000          30%

        VMR Reserve for Future Use 11,004,000          ‐                         11,004,000          0%

Total Pass‐Through 53,930,000          12,700,000          41,230,000          24%

Total Capital Overview 114,151,000$     16,944,000$       97,207,000$       15%

9
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VMR

11

VMR FY21 Q1 Budget v. Actual

12

FY21 Budget FY21 Actual FY21 Variance % Spent

Sources of Funds

Operating

      Advertising 275,000$              23,000$                 252,000$              8%

      Fares 2,710,000             423,000                 2,287,000             16%

      Federal Funds 1,546,000             26,000                   1,520,000             2%

      Federal Funds ‐ CARES 42,961,000           3,460,000             39,501,000           8%

      MAG Funds 500,000                 100,000                 400,000                 20%

      Member City Contributions 12,890,000           4,543,000             8,347,000             35%

      Public Transportation Funds 10,483,000           142,000                 10,341,000           1%

      Regional Area Road Funds 500,000                 242,000                 258,000                 48%

      Other 130,000                 3,000                     127,000                 2%

Total Operating 71,995,000          8,962,000            63,033,000          12%

Capital

      Federal Funds 282,659,000         4,471,000             278,188,000         2%

      Member City Contributions 120,518,000         19,051,000           101,467,000         16%

      Public Transportation Funds 32,442,000           400,000                 32,042,000           1%

Total Capital 435,619,000        23,922,000          411,697,000        5%

Total Sources of Funds 507,614,000$      32,884,000$        474,730,000$      6%

11
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VMR FY21 Q1 Budget v. Actual
FY21 Budget FY21 Actual FY21 Variance % Spent

Uses of Funds

Operating

      Light Rail O&M 49,227,000$        9,878,000$          39,349,000$        20%

      Streetcar O&M 613,000                ‐                        613,000                0%

      Light Rail Security 8,489,000             1,932,000             6,557,000             23%

      Streetcar Security 110,000                ‐                        110,000                0%

      Future Project Development 11,686,000          1,306,000             10,380,000          11%

      Agency Operating 1,870,000             291,000                1,579,000             16%

Total Operating 71,995,000         13,407,000         58,588,000         19%

Capital

      Tempe Streetcar 39,837,000          9,541,000             30,296,000          24%

      South Central/Downtown Hub 253,136,000        20,759,000          232,377,000        8%

      Northwest Phase II 91,334,000          861,000                90,473,000          1%

      OMC Expansion 27,860,000          15,675,000          12,185,000          56%

      Gilbert Road Extension 3,296,000             (221,000)               3,517,000             ‐7%

      50th Street Station ‐                        1,000                    (1,000)                   0%

      Systemwide Improvements 11,461,000          1,407,000             10,054,000          12%

      State of Good Repair 8,695,000             637,000                8,058,000             7%

Total Capital 435,619,000       48,660,000         386,959,000       11%

Total Uses of Funds 507,614,000$     62,067,000$       445,547,000$     12%
13

VMR FY 21 Q1 Budget v. Actual

FY21 Budget FY21 Actual FY21 Variance % Spent

Light Rail O&M

      Operations 15,930,000$        3,998,000$          11,932,000$        25%

      Vehicle Maintenance 9,780,000             1,608,000             8,172,000             16%

      Maintenance of Way 13,558,000          2,398,000             11,160,000          18%

      Administrative Support 9,959,000             1,874,000             8,085,000             19%

Total Light Rail O&M 49,227,000$       9,878,000$         39,349,000$       20%

14

FY21 Budget FY21 Actual FY21 Variance % Spent

Light Rail Security

Total Light Rail Security 8,489,000$         1,932,000$         6,557,000$         23%

13
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CARES Act Application
FY21 Budget FY21 Actual FY21 Variance % Spent

Application of Revenue 

Operations $       15,930,000  $         3,998,000  $       11,932,000  25%

Vehicle Maintenance 9,780,000  1,608,000  8,172,000  16%

Maintenance of Way 13,558,000  2,398,000  11,160,000  18%

Administrative Support 9,959,000  1,874,000  8,085,000  19%

Security 8,489,000  1,932,000  6,557,000  23%

Total Light Rail Operating Costs 57,716,000  11,810,000  45,906,000  20%

Less Fare Revenue 2,710,000  423,000  2,287,000  16%

Costs eligible for Federal Funds 55,006,000  11,387,000  43,619,000  21%

Less CARES Act Revenue  42,961,000  3,460,000  39,501,000  8%

Less Other federal funds  1,546,000  26,000  1,520,000  2%

Less Advertising revenue  275,000  23,000  252,000  8%

Net Costs ‐Member City Funded  10,224,000 
15

VMR FY 21 Q1 Budget v. Actual

FY21 Budget FY21 Actual FY21 Variance % Spent

Agency Operating

Total Agency Operating 1,870,000$         291,000$             1,579,000$         16%

16

FY21 Budget FY21 Actual FY21 Variance % Spent

Future Project Development

Corridor & Facility  $         6,706,000   $            318,000   $         6,388,000  5%

Systems Development                488,000                    95,000                 393,000  19%

Administrative Support             4,492,000                 893,000              3,599,000  20%

Total Future Project Development  $      11,686,000   $        1,306,000   $      10,380,000  11%

15
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VMR FY 21 Q1 Budget v. Actual

17

Capital

      Tempe Streetcar 39,837,000          9,541,000             30,296,000          24%

      South Central/Downtown Hub 253,136,000        20,759,000          232,377,000        8%

      Northwest Phase II 91,334,000          861,000                90,473,000          1%

      OMC Expansion 27,860,000          15,675,000          12,185,000          56%

      Gilbert Road Extension 3,296,000             (221,000)               3,517,000             ‐7%

      50th Street Station ‐                        1,000                    (1,000)                   0%

      Systemwide Improvements 11,461,000          1,407,000             10,054,000          12%

      State of Good Repair 8,695,000             637,000                8,058,000             7%

Total Capital 435,619,000       48,660,000         386,959,000       11%

Questions?

17
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DATE AGENDA ITEM 4 
November 5, 2020 

SUBJECT 
Review of Local Revenues and Service Planning 

PURPOSE 
To present the survey of local revenues and discuss service planning efforts to address 
forecasted revenue shortfalls. 

COST AND BUDGET 
There is no cost associated with this item. 

RECOMMENDATION 
This item is for information and discussion. 

BACKGROUND | DISCUSSION | CONSIDERATION 
The pandemic also created much uncertainty regarding future revenues and ridership. 
This uncertainty encompasses all local revenues, not just the regional Prop 400 
revenues. A siginificant amount of service operated by Valley Metro is funded with local 
revenues. It is important to recognize how local revenues are impacted as Valley Metro 
develops its FY22 budget. 

Valley Metro staff reached out to all of its members to gather informatino about their 
economic outlooks. Responses were received from ten members: Chandler, Gilbert, 
Glendale, Goodyear, Mesa, Peoria, Phoenix, Scottsdale, Surprise and Tempe. Of the 
responding cities, several have transaction privilege (sales) taxes that are dedicated to 
transit or transportation. Other cities use General Fund or lottery funds to support 
transit. 

In general, the outlook for FY21 are mixed, with Mesa forecasting growth of 2.5% down 
to Scottsdale’s forecast of a decline of 7.9%. Five cities have forecasted declines in 
FY21, three forecasted increases and two were flat. The average of the cities’ forecasts 
is a decline of 2.6%. Several cities indicated that in the first couple of months of FY21, 
actual revenues collected have exceeded their forecasts.  

Only one city indicated that they anticipate reducing transit service in FY21. Several 
other cities indicated that they would be monitoring revenues through FY21 and would 
reevaulate potential service reductions during their FY22 budget processes. 

Information Summary 



 
 

2 
 

Service Planning Efforts 
The Service Planning group has been working with city staff since July on options for 
service reductions. These efforts are to develop service reductions that may be required 
should revenues decline during FY21. The plan includes developing options for Prop 
400 funded and locally funded services. 

Service Planning staff expect to have data to present to city staff in mid-November to 
assist with prioritizing potential service reductions. Any proposed reductions for FY22, 
with implementation in October 2021, would be finalized in January and presented to 
the Board in February 2021. 

STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan: 
• Goal 1: Advance performance-based operations 

COMMITTEE PROCESS 
AFS: November 12, 2020 for information 

CONTACT  
Paul Hodgins 
Chief Financial Officer 
phodgins@valleymetro.org

ATTACHMENT 
Economic Outlook Summary of Responses 

mailto:phodgins@valleymetro.org


Economic Outlook - Summary of Responses

Jurisdiction Details
Overall 

Assessment
FY21 Service 
Reductions

FY21 Projected 
Growth

Chandler

Chandler’s FY20 General Fund budget was revised down significantly after COVID hit. The city’s 
revenues came in lower than originally budgeted but not nearly as bad as the post-COVID revised 
revenue and budget estimates. General Fund Revenues came in at 15.6% above budget in July 
2020, which is 1% higher than the previous year. The FY21 General Fund budget is set at about 
1% below the FY20 actuals. There are no planned cuts to transit services. CARES Act funding has 
helped Chandler get through the year. If revenues go down this fall/winter, services may be 
reduced in October 2021.

Positive No -1.0%

Gilbert

COVID has had a very minimal impact on Gilbert's revenues relative to other cities. For March - 
June 2020, revenues came in higher than budgeted and higher than the previous year. Total FY20 
sales tax revenues were 11% higher than the prior year. In July 2020, sales tax revenues were 
approximately 9% higher than the previous year. Gilbert's economic indicators continue to be 
strong and show continued growth. Gilbert budgeted a (2.5)% decrease in revenues but 
indicated that it usually budgets low and actual revenues are very likely to exceed the budgeted 
amount. There are currently no planned changes to the city's transit budget in response to 
COVID. 

Positive No -2.5%

Glendale

Transit Sales Taxes increased by 6.0% YOY in FY20. Revenues in July-March 2020 were up 11.4% 
YOY. Revenues in April-June 2020 were down (9.1)% YOY. Revenues in July-August 2020 were 
down (0.2)% YOY. YOY revenue growth prior to the pandemic were very strong. Post-pandemic, 
sales tax revenues have been weak relative to other cities. There are no planned transit cuts.

Somewhat 
Negative

No -6.6%

Goodyear

Goodyear is not funded through the a sales tax or General Fund. It is funded through AVN/GDY 
UZA (5307) funds, which are matched by Arizona Lottery Funds. RideChoice services are funded 
through advertising revenue. The pandemic does not affect 5307 money and the pandemic has 
no significant adverse impact on lottery revenues. Advertising revenue has been adversely 
affected. However, at this time, there are no planned reductions to transit. Goodyear agreed 
with the SPWG recommendation to keep the 562 Express at 3 trips instead of 4 (the reduction 
was due to COVID) through the end of Proposition 400. There are no additional planned cuts to 
transit.

Positive No

Mesa

Sales taxes increased by 6.3% YOY in FY20. Revenues in March-April 2020 were down (4.3)% YOY. 
Revenues in May-June 2020 were up 14.1% YOY. The sales tax growth rates in FY21 and FY22 are 
projected to be 2.5% and 5.0%, respectively. For perspective, the average local sales tax growth 
rate over the past 5 fiscal years (FY16-FY20) was 5.8%. Revenues in July 2020 are up 9.9% YOY.

Positive No 2.5%

Peoria

The General Fund received almost the exact total revenue number in FY20 as in FY19: 0% growth, 
even with the recession, due to a good start for the first 8 months (around 6% growth) and solid 
construction all year long. Uncertain forecast: 0% growth in FY21 and slow growth over the next 
3-4 years (ranging from 1%-3%/year). Not anticipating reductions in the transit budget as this 
point.

Positive No 0.0%

Phoenix

The T2050 Sales Tax received 4.7% more in revenues in FY20 vs. FY19 with anticipated YOY 
growth of 0.7% in FY21. Pre-COVID, FY20 revenues were 9.4% higher than FY19. Anticipated 
growth through FY25 is estimated to be 4.5% annually. There are no planned cuts to the transit 
budget, but this may change if the revenue picture changes.

Positive No 0.7%

Scottsdale

The revised FY21 General Fund budget is much lower than the FY20 budget and actuals. FY21 
sales tax revenues are budgeted at (7.9)% lower than FY20. However, the FY21 General Fund 
actuals so far are trending much higher than budgeted (by about 19%) but still about 3.5% lower 
than the FY20 actuals. The 1% sales tax revenues are similar. The General Fund has had surpluses 
in each of the last couple years and is expected to have a surplus in FY21. The only transit 
reduction was an approximate four month pause on the local trolley service during the summer, 
which has since resumed. All but one of the routes (the Old Town Trolley) have resumed service. 
There are no other recent or planned transit cuts.

Somewhat 
Negative

No -7.9%

Surprise

Revenues are comparing better than expected through COVID and are mostly trending at the 
adopted budget for FY2020 General Fund, with the exception of Recreation and 
Tourism. Surprise is not planning to make any cuts to transit at this time. The city does not have 
any firm numbers yet for FY2021. 

Positive No
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Economic Outlook - Summary of Responses

Jurisdiction Details
Overall 

Assessment
FY21 Service 
Reductions

FY21 Projected 
Growth

Tempe

Total transit tax collections for FY20 were 3% above the prior year. However, May and June 2020 
revenues were approximately (12)% lower than the prior year. Revenue collections for the 
months of July and August 2020 have improved. Tempe anticipates the economy will suffer 
negative economic effects of the on-going pandemic in the months ahead as the federal simulus 
measures wear off. Tempe is projecting (5.6)% and (5)% YOY declines in transit tax revenues in 
FY21 and FY22, respectively. Tempe is planning to incrementally phase in cuts over the next 3 
years: $500K in FY21 for cuts beginning in Spring 2021; $5.7 M by the end of FY22; and $9.5 M in 
recurring reductions by the end of FY23. However, according to Tempe, "Tempe's Transit Fund is 
in a strong financial position with a fund balance at $46 M as of 6/30/2019. In addition, the $21 
million in CARES Act funds utilized to offset Tempe’s rail and bus operating expenses have 
allowed sufficient time to develop a multi-year process to address the long-term structural 
health of the Transit fund." After the pandemic in FY20, Tempe reduced Orbit service frequency, 
but the service frequency returned to normal in FY21. Tempe continues to realize savings from 
the service frequency reduction of the light rail. Starting in FY22, the Tempe Streetcar will begin 
operations, which will cost approx. $6.3 M annually to operate.

Somewhat 
Negative

Yes -5.6%

Page 2
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Local Economic Outlook 

1 

Cities’ Economic Outlook 

• Average city FY21 revenue projections: Decrease of (2.6)% vs. FY20 
actuals 

• These estimates are from late FY20; don’t reflect actual revenues in recent months 

• One city has planned reductions to transit service in FY21 
• Other cities monitoring revenues, developing plans 

• Cities with a dedicated transit sales tax: Revenues are up 4.1% YOY on 
average in the first two months of FY21 

• PTF revenues are up over 10% YOY in the first three months of FY21 

2 

2 

1 
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FY21 Projections vs FY20 Actuals 

3 
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Transit Tax Revenues vs Prior Year 
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Budget Outlook 

• Cuts to PTF regional service 
• Scenario 1 – 5-10% over the life of TLCP (FY22-26) 
• Scenario 2 – 15% over the life of TLCP (FY22-26) 

• Local Service 
• Taking into account any requests for local service cuts 
• Explore flexibility of swapping regional and local funding sources to 

maintain high priority service 

7 

Guiding Principles 

• Establish guiding principles for data analysis, prioritization 
and recommendations for service cuts and optimization 

• Prioritize not cutting newly added service or cutting services below the minimum 
transit standards levels 

• Look first at routes in the bottom quartiles of performance 

• Prioritize maintaining headways during the midday span on all routes; it is generally 
highly productive 

• Look at first at opportunities to trim back late evening and early morning span and headways 

• Prioritize maintaining availability of service on weekends; 
• Look first at ways to optimize the late night and early morning headways 

• Prioritize maintaining convenient connections between bus routes and light rail 
during peak and mid-day 

• Minimize cuts to highly productive trips and route segments 
• Optimize service for better productivity while maintaining geographic coverage of 

existing routes 8 

8 
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Process and Schedule 

• Take a Taskforce-like approach to planning potential service 
cuts with member cities 

• Present approach and guiding principles to November SPWG 
• Roll out first iteration of data analysis at Sub-regional meeting mid-

November 
• November 12th - Audit and Finance Sub-Committee meeting 
• Hold monthly sub-regional meeting to iterate on priorities and defining cuts 
• Goal to have October ’21 cuts fully fleshed out by end of Jan ‘21 
• Incorporate cuts into October 21 proposed service changes in Feb ’21 

9 

Presenting Options 

• Package multiple options to approaching cuts to present to 
cities, for example: 

• Defer everything in SRTP and keep current service as whole as 
possible 

• Keep high priority items in SRTP and make deeper cuts/optimizations 
to current service 

• Be clear about how each package affects each city 

10 
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DATE          AGENDA ITEM 5 
November 5, 2020 

SUBJECT 
Internal Audit Update 

PURPOSE 
To update the Audit and Finance Subcommittee on current Internal Audit activities and 
external audits. 

COST AND BUDGET 
None 

RECOMMENDATION 
Item presented for information only. 

BACKGROUND/DISCUSSION/CONSIDERATION 
None  

COMMITTEE ACTION 
None  

CONTACT  
Jennifer Davis 
Senior Internal Auditor 
jdavis@valleymetro.org
602-322-4452 

ATTACHMENT 
None 

Information Summary 

mailto:jdavis@valleymetro.org
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1

Valley Metro
Audit and Finance Subcommittee
Internal Audit Update

November 2020

Update:

2

Fiscal Year 20/21 Audit Plan
Process Status
Credit Card Transactions and Travel Expenses On Hold for ADOT reviews
Contract Mgmt.–Fare Inspection & Security Services Not Started
Contract Mgmt.–Rail Transportation Services Not Started
Mobility Center Cash Collection Not Started
Federal Grant Compliance Not Started
Special Projects Status
Safety and Security Audits – ADOT ISSA Reviews:
-SEPP Security #1 (Policy, Goals,& Objectives)
-SEPP Security #4 & #5 (Audits and SEPP approvals)
-PTASP Safety #1-4 (Policy, Goals, Objectives, & Updates)
-PTASP Safety #19 (Hazardous Materials)
-PTASP Safety #17 (Configuration Management)
-PTASP Safety #16 (Training)
-PTASP Safety #20 (Drug and Alcohol Programs)
-PTASP Safety #18 (Local, State and Federal Requirements for 
Employee and Contractor Safety)

Completed 09/04
Completed 10/12
Kicked-off 10/27
Kicked-off 11/02
Kicked-off 11/05
Kicking-off 11/17
Kicking-off 12/01
Kicking-off 12/08

1
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2

Update:

3

Fiscal Year 20/21 Audit Plan
Special Projects Status
Enterprise Resource Planning (ERP) System Monitoring
External Audits:

AZ Auditor General – MAG Regional Transportation Plan Audit. 

City of Phoenix – Contract Risk Assessment.
ADOT – Rail Safety Audit (Rail PTASP BoD Approved 10/22).

SEC performing, 
Kicked-off 10/30 
CAPs closed
Submitted 43 of 80 CAPs 
for closure on 10/29 
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DATE AGENDA ITEM 6 
November 5, 2020 

SUBJECT 
Audit exceptions update 

PURPOSE 
Update the Audit and Finance Subcommittee on the progress of audit exceptions. 

COST AND BUDGET 
Funding for monitoring the progress of audit exceptions is included in the FY20/21 
Valley Metro budget. 

RECOMMENDATION 
Items presented for information only. 

BACKGROUND/DISCUSSION/CONSIDERATION 
The International Standards for Professional Practice of Internal Auditing (Standards) 
2017 version, Standard number 2500 Monitoring Progress states:  

The chief audit executive must establish and maintain a system to monitor the 
disposition of results communicated to management. 

COMMITTEE ACTION 
None 

CONTACT  
Jennifer Davis 
Senior Internal Auditor 
jdavis@valleymetro.org
602-322-4452 

ATTACHMENT 
Audit exceptions log 

Information Summary 

mailto:jdavis@valleymetro.org
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Valley Metro
Audit and Finance Subcommittee
Audit Exception Log Summary

November 2020

Audit Exception Log Summary

• Six Open Recommendations

• Four pending Travel & Credit Card Audits
• On-hold to assist with ADOT reviews

• One delayed – Oracle changes
• One due by the end of FY20/21 – ERP/EAM System

• One Remediated Recommendation

2
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2

To be Reviewed During Current Audits:

3

Ref # Management Response

1 Additional clarity is being added to the Travel Policy and procedures will be updated 
to ensure that travel documentation is proper and complete.

2 Annual refresher training will be provided to ensure compliance with the Travel Policy.

3 Management will revise the Credit Card policy to clarify that a management staff 
(Manager or Director level) must review and approve transactions. Finance staff will 
confirm that a management staff has approved the credit card packet and return 
unapproved packets to the cardholder.

4 Complete documentation for authorized travel or for local dining is the responsibility of 
the Travel Administrators as described in the Travel Policy, or the Controller (or 
designee) as described in the Local Dining Policy. 
Management will update the Local Dining Policy to clarify that standing committee 
meetings are exempt from the requirements. 

Delayed:

4

Ref # Management Action Due Date
Responsible 

Parties
Current Actions

5 Performance Management 
Procedures

9/30 CAO and 
HR Director

Changes to the Oracle Perf. 
Mgmt. modular are delaying 
the final procedures.

3
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3

Future Due Date:

5

Ref # Management Action Due Date
Responsible 

Parties
Current Actions

6 Explore electronic form options for 
the Division Sponsored 
Professional Development form; a 
solution that includes a digital 
workflow approval process and 
payment through the Financial 
System.

6/30/2021 Learning & 
Development 
Manager and 
CFO

ERP Project kicked-off on 
9/1 and design meetings 
are on-going.

Electronic forms and 
digital workflow 
processes will be 
considered within the 
scope of the project.

Remediated since Last Meeting:

6

Audit Audit’s Recommendation Management Action
Hardware 
and Software
Management
(Remed 1)

 
 

Management should regularly 
review the ITAM report to 
identify and remediate any 
software device license 
discrepancies.

On 10/30/2020, IT announced, via email 
and WebEx Teams, that the Approved 
Software Listing, request process, and 
request forms were available on the 
IT Knowledgebase SharePoint page. 
Noting the updated Acceptable Use Policy 
is undergoing final edits and comments. 
Additionally, IT has implemented 
automated uninstall packages for the 
removal of unapproved software.

5

6



Valley Metro Internal Audit

Audit Exceptions Tracking Log

November 2020

Ref # Finding Title Department
Finding 

Description
Recommendations

Management 

Response

Report 

Date

Due 

Date
Status Responsible Party AFS Notes

1 Travel Policy 

Clarification

Finance The Travel policy:

• Encourages individuals to stay at the 

conference or training host hotel site.  If the 

host hotel nightly rate exceeds the GSA 

Lodging Rate Schedule, the excess host hotel 

rate is authorized.  GSA §301‐11.303 states: 

“The maximum amount that you may be 

reimbursed under actual expense is limited 

to 300 percent (rounded to the next higher 

dollar) of the applicable maximum per diem 

rate.”  17 of 93 travel instances were 

identified where the daily rate for lodging 

was in excess of the GSA published rate but 

under the 300 percent cap.  The rates ranged 

from $35 to over $100 per night above the 

allowed GSA rate.  Total spending on lodging 

for travel during fiscal year 2017 was 

$59,551, of which a total of $2,539 was spent 

Management should align the Travel 

policy intent with associated forms 

and practices.  If circumstances 

warrant travel to be completed in 

less than 21‐day of the submission 

the Agency Travel, Conference and 

Out‐of‐County Training form, the 

policy should reflect such verbiage.  

The Travel Authorization form should

be revised to include identification if 

the user is staying at the host hotel 

and the rate exceeds the GSA rate. 

Otherwise, revisions to verbiage 

related to “hotel expense are 

reimbursed up the to the maximum 

GSA hotel rate; and a traveler is 

responsible for the difference in the 

rates” should be considered.  Further

 

 

Management concurs with the 

recommendation. Additional clarity 

is being added to the Travel Policy 

and procedures will be updated to 

ensure that documentation is proper 

and complete.

4/6/2018 05/31/2018 Open Chief Financial 

Officer

Pending Next Audit: Planning 

underway, but Audit on‐hold to 

assist with ADOT reviews.

2 Travel Policy 

Exceptions

Finance After reviewing 93 travel requests, 87 

instances were in compliance.  In six 

instances, documentation was insufficient to 

determine whether costs were appropriate.  

The six instances were:

• One traveler requested to arrive at a more 

distant airport and rent a car to a different 

city where the conference was held.  The 

traveler indicated on the Travel Authorization

form the arrival city would be a savings.  

Additionally, a copy of the airfare cost 

comparison nor explanation was not 

included.  Therefore evidence to verify the 

saving was not present.

• One traveler used a more expensive vehicle 

option for transportation for a San Francisco 

hotel to the Oakland airport at the end of the 

conference.  The cost was $96.  An 

Management should require 

travelers acknowledge review of the 

current Travel policy on an annual 

basis.  Travel Administrators should 

document within the travel file any 

unusual requests for travel expenses 

and receive appropriate approval for 

such requests prior to booking.  

Travelers should be required to 

explain any unusual expenses 

incurred on the Expense form prior 

to being approved for 

reimbursement.   

Management concurs with the 

recommendation. Annual refresher

training will be provided to ensure 

compliance with the Travel Policy.

4/6/2018 05/31/2018 Open Chief Financial 

Officer

Pending Next Audit: Planning 

underway, but Audit on‐hold to 

assist with ADOT reviews.

3 Policy Compliance – 

Documented Division

Head Approvals Not 

Maintained

Finance & 

Procurement

Six cardholders did not have evidence of the 

Division Head's review/approval by means of

a dated Division Head signature for 18 

monthly credit card reconciliation packets.

� Four cardholders had sixteen credit card 

reconciliation packets that were not signed 

by the Division Head, but rather a Manager 

with no delegation of authority paperwork 

applicable

� One cardholder had one credit card 

reconciliation packet that did not have a 

Division Head signature. Although notations 

indicating the cardholder was no longer a 

Valley Metro employee, no Division Head 

review/approval signature was obtained

� One cardholder had one credit card 

reconciliation packet that did not have the 

required Audit and Finance Subcommittee 

Management should expand the 

policy’s training requirement beyond 

the cardholders to include applicable 

employees in the Agency’s credit 

card transaction process. 

Additionally, management should 

include in the credit card transaction 

review process a method to track 

and return credit card packets to 

Division Heads who fail to complete 

all policy‐required

documentation. 

Management disagrees with the 

recommendation. The intent of

the credit card policy is to ensure 

that credit card transactions comply 

with the procurement policies and 

procedures. It is management’s view 

that a cardholder’s manager is 

responsible for reviewing and 

approving the cardholder’s 

transactions. Management will revise

the policy to clarify that a 

management staff (Manager or 

Director level) must review and 

approve

transactions. Finance staff will 

confirm that a management staff has 

approved the credit card packet and 

return unapproved packets to the 

2/21/2019 03/31/2019 Open Chief Financial 

Officer

Pending Next Audit: Planning 

underway, but Audit on‐hold to 

assist with ADOT reviews.

1



Valley Metro Internal Audit

Audit Exceptions Tracking Log

November 2020

Ref # Finding Title Department
Finding 

Description
Recommendations

Management 

Response

Report 

Date

Due 

Date
Status Responsible Party AFS Notes

4 Policy Compliance – 

Insufficient/Incomple

te Documents within 

Cardholder 

Reconciliation 

Packets

Finance & 

Procurement

Credit card reconciliation packets were 

submitted and processed without all policy 

required signatures or documentation. 

     One cardholder’s Pre‐Approval Local 

Dining and Refreshments form for a credit 

card transaction, totaling $113, was for a FTA

meeting, did not have the CFO and CEO 

approval

signatures, only the Division Head signature 

existed.

     Eight cardholders did not have the Pre‐

Approval Local Dining and Refreshments 

forms in their credit card reconciliation 

packets. Fifty‐seven credit card transactions, 

totaling $16,237, were for 

committee/employee meetings and events. 

Evidence of a completed form could not be 

located.

Management should expand the 

cardholder’s training requirements 

beyond the Credit Card, Acceptable 

Use policy to include other policies 

wherein credit card purchases 

maybe applicable, specifically the 

Agency Local Dining and  

Refreshments policy. Additionally, 

management should include in the 

credit card transaction review 

process a method to track and return

credit card packets to Division Heads

who fail to complete all policy‐

required documentation. 

Management disagrees with the 

recommendation. Complete

documentation for authorized travel 

or for local dining does not need to 

be included in the credit card packet,

nor should the Credit Card 

Administrator review travel related 

charges to ensure

that they are authorized. That is all 

the responsibility of the travel 

administrators as described in the 

travel policy, or the Controller as 

described in the Local Dining policy. 

Additionally, the Local Dining policy 

fails to acknowledge the accepted 

and longstanding practice of 

providing meals at Committee and 

Board meetings and inadvertently 

2/21/2019 04/30/2019 Open Chief Financial 

Officer

Pending Next Audit: Planning 

underway, but Audit on‐hold to 

assist with ADOT reviews.

5 Established 

Performance 

Management Policies

and Procedures Do 

Not Exist 

Human 

Resources

Valley Metro does not have documented 

policies or procedures regarding 

performance management to address:

• Job Descriptions (Creation, Minimum 

contents, Periodic reviews, Modifications)

• Pay Ranges (Establishment, Evaluations and 

modifications, Guidance when an employee 

exceeds the range)

• Performance Evaluations (Requirements to 

complete, Guidance for factors to consider, 

Timing, Documentation)

• Performance Incentives (Reclassification, 

Market adjustments, Merit increases, Factors 

to consider, Necessary documentation)

Develop, document and implement 

comprehensive performance 

management policies and 

procedures. 

Given that job descriptions and pay 

ranges are largely or entirely the 

responsibility of the HR Department, 

written HR procedures are more 

applicable for these topics than 

agency policies. In addition, steps 

will be taken to prevent the clerical 

error that resulted 17 merit increase 

forms being signed after the merit’s 

implementation. 

3/4/2020 9/30/2020 Open Human 

Resources 

Director & CAO

10/28/2020 ‐ Per the HR 

Director, procedures are pending 

final modifications to the Oracle 

Performance Management 

modular.

6 Process Efficiencies 

for Approving and 

Tracking Division 

Sponsored 

Development 

Opportunities

HR & Finance Valley Metro’s current systems do not 

support electronic 

request/approval/processing of professional 

development forms. Additionally, there is no 

electronic method to track and report, only 

the manually maintained Excel file. The 

professional development processes could be

strengthened and more efficient if a 

centralized electronic approval and tracking 

system was utilized. This would allow, 

Divisions to enter and route their 

department’s trainings for approvals and 

provide an electronic platform to track and 

report on the activities. 

Valley Metro should include the 

electronic processing and tracking of 

Division Sponsored  Development 

opportunities in the implementation 

of the new Enterprise Resource 

Planning (ERP) system or another 

electronic based workflow system.

Both Finance and HR concur with the

recommendation.

An electronic form that includes 

workflows would be more efficient 

than the current paper process.

Action Plan:

The Learning and Development 

Manager will work with Finance and 

IT to explore electronic form options 

for the Division Sponsored 

Professional Development form; a 

solution that includes a digital 

workflow approval process and 

payment through the Financial 

System.

4/2/2020 6/30/2021 Open Learning and 

Development 

Manager and 

CFO

Per the CFO, the ERP/EAM 

System project kicked‐off 09/01 

and design meetings are on‐

going.

Electronic forms and digital 

workflow processes will be 

considered within the scope of 

the project.
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Ref # Finding Title Department
Finding 

Description
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Management 
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Report 

Date

Due 

Date
Status Responsible Party AFS Notes

Remed 1 Software License 

Tracking

IT The IT department tracks Software as a 

Service (SaaS) and subscription licenses by 

reviewing each SaaS administrative portal 

account. The ITAM inventory system is used 

for tracking on premise device software 

licenses and these licenses are reconciled 

during annual true‐up periods for each 

software application.

During our audit we discovered:

‐Windows 10 Enterprise software was 

installed on 334 machines and licensed for 

180 machines.

‐Six installations of a PDF editor were 

installed by employees

‐105 unsupported versions of another PDF 

editor were installed on machines

‐We observed questionable software such as

Spotify, Facebook, Netflix, iTunes, and 

Management should:

‐Regularly review the ITAM report to

identify and remediate any software 

device license discrepancies.

‐Ensure machines are being re‐

imaged before being re‐issued to 

employees to eliminate any risks of 

unsupported software installed on 

the machine.

‐Consider defining the acceptable 

use of software in the draft 

Acceptable Use Policy and limit the 

ability for employees to download 

and install software onto Valley 

Metro computers.

‐This policy should be communicated

and acknowledged by employees.

The IT Department agrees with the 

recommended improvements:

1. An addendum to Acceptable Use 

Policy detailing approved software 

will be developed. The policy will be 

communicated and unapproved 

software will be deleted. Due Date: 

October 31, 2020

2. The IT will re‐image reissued 

machines to eliminate old software 

versions. It is important to note, 

however, that regular vulnerability 

scans mitigate any risk posed by 

older software versions. Due Date: 

March 31, 2020

3. The IT Department will create a 

procedure to uninstall inactive 

software to make license tracking 

3/4/2020 10/31/2020 Remediated

10/30/2020

Manager, 

Information 

Technology

10/30/2020 ‐ Per the Chief 

Information Officer, IT notified 

the Agency via email and WebEx 

Teams on 10/30 that the 

Approved Software Listing, 

request process, and request 

forms were available on the IT 

Knowledgebase SharePoint page. 

Noting the updated Accepted 

Use Policy is undergoing final 

edits and comments. 

Additionally, IT has implemented 

automated uninstall packages for 

the removal of unapproved 

software.

3



   
  
  

DATE AGENDA ITEM 7
November 5, 2020    

SUBJECT 
Intergovernmental Agreements, Contract Change Orders, Amendments and Awards 

PURPOSE 
To provide an update to the Audit and Finance Subcommittee on upcoming 
Intergovernmental Agreements, Contract Amendments and Awards that will be 
presented to the Boards of Directors for action. For additional background information, 
the Board Information Summaries are included. 

The following items will be presented to the Boards of Directors for approval: 

A. Operations Cleaning Services Contract Award 
Execute a contract with DMS Facility Services to provide operations cleaning services 
effective January 1, 2021 for a total term of 5 years (3-year base contract plus one two-
year renewal option).  For the total term of the contract, the award amount is 
$18,161,704. 

B. Landscaping Services Contract Award 
Execute a contract with United Right-of-Way (URW) to provide landscaping services 
effective January 1, 2021 for a total term of 5 years (3-year base contract plus one two-
year renewal option).  For the total term of the contract, the award amount is 
$2,538,487. 

C. Insurance Coverage Renewal: Commercial Property and Liability and 
Workers Compensation and Employer’s Liability 

Purchase renewal coverage for Valley Metro’s Commercial Property and Liability 
Insurance Coverage, including Workers Compensation and Employers Liability, from 
December 1, 2020 to November 30, 2021 for an amount not to exceed $3,750,597. 
RPTA’s obligation is $438,977. VMR’s obligation is $3,311,620. 

D. Planning and Community Relations Support Services Contract Extension 
and Additional Funding 

Amend the HDR Engineering Inc. contract for Planning and Community Relations 
Support Services to add up to $9 million for an extension period through June 2022.  

Information Summary



 
 

E. Non-Revenue Vehicles Purchase 
Purchase six non-revenue vehicles through a cooperative agreement under Arizona 
State Contracts from Sanderson Ford in an amount not to exceed $325,000. 

RECOMMENDATION 
For information only. 
 
CONTACT  
Paul Hodgins 
Chief Financial Officer 
phodgins@valleymetro.org
602-262-7433 

ATTACHMENT 
Information Summaries for items listed above. 

mailto:phodgins@valleymetro.org


Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433 

DATE          AGENDA ITEM 7A 
November 5, 2020 

SUBJECT 
Operations Cleaning Services Contract Award 

PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a contract 
with DMS Facility Services to provide operations cleaning services effective January 1, 
2021 for a total term of 5 years (3-year base contract plus one two-year renewal option).  
For the total term of the contract, the award amount is $18,161,704.  

COST AND BUDGET 
The Operations Cleaning Services for approval has a total term of 5 years (3-year base 
contract plus one two-year option).  For the total term of the contract, the total contract 
value is $18,161,704, with funding as follows: 

Agency Year 1 Year 2 Year 3 Year 4 
 

Year 5 Total
RPTA $586,118 $335,863 $335,863 $340,901 $346,014 $1,944,760 

VMR $3,463,688 $3,152,669 $3,152,669 $3,199,959 $3,247,959 $16,216,944 

Total $4,049,806 $3,488,532 $3,488,532 $3,540,860 $3,593,973 $18,161,704 

For the first year of the contract, the RPTA contract obligation is $586,118, which is 
funded within the Valley Metro RPTA Adopted FY21 Operating and Capital Budget.  
Contract Obligations beyond FY21 are incorporated into the Valley Metro RPTA Five-
Year Operating Forecast and Capital Program (FY2021 thru FY2025). The current 
annual cost of the cleaning services is $304,751. The increase in cost is due to 
additional scope at the Mesa Bus Operations & Maintenance Facility, including an 
increase in window cleaning and high dusting frequency, as well as six months of 
additional bus cleaners that will be stationed at transit centers and layover locations as 
part of the agency’s COVID-19 response and ridership recovery plan. The additional 
cleaners will be funded with federal CARES Act funding and effectiveness will be 
gauged through a rider survey that will occur in early 2021.   

Information Summary
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For the first year of the contract, the VMR contract obligation is $3,463,688, which is 
funded within the VMR Adopted FY21 Operating and Capital Budget. Contract 
Obligations beyond FY21 are incorporated into the Valley Metro Rail Five-Year 
Operating Forecast and Capital Program (FY2021 thru FY2025). The current annual 
cost of the cleaning services is $2,937,250. The increase in cost is due to the addition of 
scope for the Rail Operations and Maintenance Facility (OMC) expansion and a 
Supervisor position being added for the Light Rail Vehicle (LRV) cleaning. And similar to 
what is mentioned above for enhanced, visible cleaning for bus operations, there are 
additional LRV cleaners for the first six months that will be stationed along the alignment 
and at the two terminus locations as part of the agency’s COVID-19 response and 
ridership recovery plan. The additional cleaners will be funded with federal CARES Act 
funding and effectiveness will be gauged through a rider survey that will occur in early 
2021.   

This contract shall be in effect starting January 1, 2021, with Board approval, for three 
years and one two-year option. Work under this contract will be paid on a firm fixed 
price monthly. 

The sources of funding are fare revenues, member city contributions, and Federal 
CARES Act funding.   

RECOMMENDATION 
Staff recommends the TMC/RMC forward to the Boards of Directors authorization for 
the CEO to execute a contract with DMS Facility Services to provide operations 
cleaning services effective January 1, 2021 for a total term of 5 years (3-year base 
contract plus one two-year renewal option).  For the total term of the contract, the award 
amount is $18,161,704. 

BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro’s current 5-year contract for Operations Cleaning Services expires 
December 31, 2020.  Valley Metro continues to have a need for cleaning of 
maintenance facilities, park-and-rides, power washing of passenger stations along the 
light rail alignment and light rail vehicles. This work also covers the Valley Metro Mesa 
Bus Operations and Maintenance Facility. 

The contractor shall provide all necessary vehicles, tools, supplies, materials and other 
related equipment required to perform the cleaning services defined in this contract. 
Services performed under this contract include a full range of cleaning services related 
to bus and light rail summarized below: 

• Valley Metro Mesa Bus Operations and Maintenance Facility; 
• Valley Metro Operations and Maintenance Center (OMC). 
• Light rail park-and-ride lots and security kiosks, including street sweeping at 

park-and-rides. 
• Light rail operator facilities at end-of-line stations. 
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• Pressure washing light rail passenger stations. 
• Cleaning of spills and litter removal from light rail vehicles during operating hours. 
• Cleaning of artwork along the LRT alignment on a quarterly basis. 
• Cleaning of light rail vehicles (nightly cleaning at OMC). 
• Special event support. 
• Disinfectant Fogging and Enhanced Cleaning Services due to COVID-19 (This 

service may be discontinued as determined by Valley Metro). 
• Six months of additional bus cleaners that will be stationed at transit centers and 

layover locations as part of the agency’s COVID-19 response and ridership 
recovery plan. (This service may be discontinued as determined by Valley 
Metro). 

• Additional LRV cleaners for the first six months that will be stationed along the 
alignment and at the two terminus locations as part of the agency’s COVID-19 
response and ridership recovery plan. (This service may be discontinued as 
determined by Valley Metro). 

In May 2020, Valley Metro issued a Request for Proposals for this contract. Proposals 
were evaluated based on the following criteria: (1) Firm Qualifications & Experience, (2) 
Personnel Qualifications & Experience, (3) Understanding / Approach to the Scope of 
Services and (4) Price.  Three contractors’ submitted proposals as follows: 

1. DMS Facility Services 
2. LGC Global Energy FM, LLC  
3. LJ’s Cleaning Solutions, LLC 

A selection committee comprised of staff from Valley Metro evaluated technical 
proposals. The selection committee has finalized its evaluations of each firm’s technical 
proposal, and the agency has finalized evaluation of each firm’s price proposal. The 
Selection Committee ranked proposals and arrived at its award recommendation using 
a “Best Value” process which allows for a contract award based on a combination of 
technical and cost factors. Based on this process, the selection committee has selected 
DMS Facility Services, Inc. as the firm whose proposal offers the “best value” to the 
agency. 

The following table shows the technical, cost and combined scores for the two 
proposers: 

Rank and Firm
Technical 

Score
Price 
Score

Combined 
Score 

1. DMS Facilities Services, Inc. 569 172 741 

2. LGC Global Energy FM, LLC 497 200 697 

3. LJ’s Cleaning Solutions, LLC 463 199 662 
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An independent cost estimate (ICE) was prepared prior to soliciting to assist with 
preplanning and with the evaluation review process.  Additionally, an ICE in 
coordination with the price analysis assisted in the determination of fair and reasonable 
for this procurement. 

STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan, 
FY 2016 – 2020: 
• Goal 1:  Increase customer focus 
• Goal 2:  Advance performance-based operation 

COMMITTEE ACTION 
RTAG: October 19, 2020 for information 
TMC/RMC: November 4, 2020 for action 
Boards of Directors: November 19, 2020 for action 

CONTACT  
Ray Abraham 
Chief Operations Officer 
602-652-5054 
rabraham@valleymetro.org

ATTACHMENT 
None 

mailto:rabraham@valleymetro.org


Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433 

DATE          AGENDA ITEM 7B 
November 5, 2020 

SUBJECT 
Landscaping Services Contract Award 

PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a contract 
with United Right-of-Way (URW) to provide landscaping services effective January 1, 
2021 for a total term of 5 years (3-year base contract plus one two-year renewal option).  
For the total term of the contract, the award amount is $2,538,487.  

COST AND BUDGET 
The Landscaping Services for approval has a total term of 5 years (3-year base contract 
plus one two-year option).  For the total term of the contract, the total contract value is 
$2,538,487, with funding as follows: 

Agency Year 1 Year 2 Year 3 Year 4 Year 5 Total
RPTA $41,236 $41,236 $41,236 $43,298 $44,535 $211,541 

VMR $454,940 $454,940 $454,940 $475,182 $486,943 $2,326,946 

Total $496,176 $496,176 $496,176 $518,480 $531,478 $2,538,487 

For the first year of the contract, the RPTA contract obligation is $41,236, which is 
funded within the Valley Metro RPTA Adopted FY21 Operating and Capital Budget.  
Contract Obligations beyond FY21 are incorporated into the Valley Metro RPTA Five-
Year Operating Forecast and Capital Program (FY2021 thru FY2025). The current 
annual cost of the landscaping services is $35,400. 

For the first year of the contract, the VMR contract obligation is $454,940, which is 
funded within the VMR Adopted FY21 Operating and Capital Budget. Contract 
Obligations beyond FY21 are incorporated into the Valley Metro Rail Five-Year 
Operating Forecast and Capital Program (FY2021 thru FY2025). The current annual 
cost of the landscaping services is $436,948. 
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Also included is an annual amount of $50,000 for a Force Account that is used for the 
purpose of providing available funds for services to be rendered by the Contractor that 
are pre-determined to be outside the scope of services. 

This contract shall be in effect starting January 1, 2021, with Board approval, for three 
years and one two-year option. Work under this contract will be paid on a firm fixed 
price monthly. 

The VMR sources of funding are fare revenues and member city contributions.   

RECOMMENDATION 
Staff recommends the TMC/RMC forward to the Boards of Directors authorization for 
the CEO to execute a contract with United Right-of-Way (URW) to provide landscaping 
services effective January 1, 2021 for a total term of 5 years (3-year base contract plus 
one two-year renewal option).  For the total term of the contract, the award amount is 
$2,538,487. 

BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro’s current 5-year contract for Landscaping Services expires December 31, 
2020.  Valley Metro continues to have a need for a full range of lands keeping services 
for Valley Metro’s facilities that include the Operations and Maintenance Center, Mesa 
Transit Center, park-and-ride lots, passenger stations, and along the track guideway. 
This contract also covers the Valley Metro Mesa Bus Operations and Maintenance 
Facility. 

The contractor shall provide all necessary vehicles, tools, supplies, materials and other 
related equipment required to perform the landscaping services defined in this contract. 

In June 2020, Valley Metro issued a Request for Proposals for this contract. Proposals 
were evaluated based on the following criteria: (1) Firm Qualifications & Experience, (2) 
Personnel Qualifications & Experience, (3) Understanding / Approach to the Scope of 
Services and (4) Price.  Two contractors’ submitted proposals as follows: 

1. United Right-of-Way (URW) 
2. Ecosphere Landscaping  

A selection committee comprised of staff from Valley Metro evaluated technical 
proposals. The selection committee has finalized its evaluations of each firm’s technical 
proposal, and the agency has finalized evaluation of each firm’s price proposal. The 
Selection Committee ranked proposals and arrived at its award recommendation using 
a “Best Value” process which allows for a contract award based on a combination of 
technical and cost factors. Based on this process, the selection committee has selected 
United Right-of-Way (URW) as the firm whose proposal offers the “best value” to the 
agency. 



The following table shows the technical, cost and combined scores for the two 
proposers: 

Rank and Firm 
Technical 

Score 
Price 
Score 

Combined 
Score 

1. United Right-of-Way (URW). 741 200 941 

2. Ecosphere Landscaping 356 126 482 

An independent cost estimate (ICE) was prepared prior to soliciting to assist with 
preplanning and with the evaluation review process.  Additionally, an ICE in 
coordination with the price analysis assisted in the determination of fair and reasonable 
for this procurement. 

STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan, 
FY 2016 – 2020: 
• Goal 1:  Increase customer focus 
• Goal 2:  Advance performance-based operation 

COMMITTEE ACTION 
RTAG: October 19, 2020 for information 
TMC/RMC: November 4, 2020 for action 
Boards of Directors: November 19, 2020 for action 

CONTACT 
Ray Abraham 
Chief Operations Officer 
602-652-5054 
rabraham@valleymetro.org 

ATTACHMENT 
None 
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DATE          AGENDA ITEM 7C 
November 5, 2020 

SUBJECT 
Insurance Coverage Renewal: Commercial Property and Liability and Workers 
Compensation and Employer’s Liability 
 
PURPOSE 
To request authorization for the Chief Executive Officer to purchase renewal coverage 
for Valley Metro’s annual Commercial Property and Liability Insurance Coverage and 
Workers Compensation and Employer’s Liability Insurance Coverage. 

Coverage will be effective December 1, 2020 to November 30, 2021 for an amount not 
to exceed $3,750,597. RPTA’s obligation is $438,977. VMR’s obligation is $3,311,620.  

This Information Summary includes “not to exceed” premium amounts in the tables 
detailed below for each line of insurance based on accurate and reliable information 
available as of October 26, 2020. 

COST AND BUDGET 
The uncertainty surrounding COVID-19, wildfires throughout the West, storm activity in 
the Midwest and South, and elements of political and civil unrest support the already 
difficult environment for purchasing of insurance. The public sector, and even more 
specifically, public transit, is one of the more challenging of all industries in the  
insurance renewal market. This is based in part on the limited availability of coverage 
and stricter underwriting requirements, which have a financial impact on the scope of 
policy terms and overall cost. 

Not-To-Exceed values for the 2020-2021 insurance year: 

Coverage Type RPTA 
Premium 

VMR Premium TOTAL 

Property $22,625 $367,468 $390,093 
Property- Tempe Streetcar N/A $78,766 $78,766 
Inland Marine Rolling Stock N/A  $330,665 $330,665 
Inland Marine- 
Streetcar 

Tempe N/A $61,588 $61,588 

Inland Marine Town Lake 
Bridge 

N/A  $37,259 $37,259 

Information Summary
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DIC – Excess Flood/Quake 
Town Lake Bridge 

N/A $38,430 $38,430 

Crime $2,996 $2,996 $5,992 
Auto Liability & Physical 
Damage  

$34,560 $125,440 $160,000 

Excess Liability – Buffer Layer $14,006 $227,482 $241,488 
Primary Excess Liability – 1st 
layer 

$33,777 $548,581 $582,358 

Excess Liability multiple layers 
to reach $90Mx10M1

$251,395 $1,348,205 $1,599,600 

Stand-Alone Terrorism (NCBR) $1,329 $19,439 $20,768 
Cyber/Privacy $21,295 $21,295 $42,590 
Workers Compensation2 $56,994 $104,006 $161,000 
Grand Total  $438,977 $3,311,620 $3,750,597 

 
Current Lines of Insurance and Expiring Insurance Premium 
 
The attached tables set forth best available Not-To-Exceed insurance premium pricing 
for RPTA and VMR. 

• Table 1 summarizes insurance premium pricing for RPTA. These figures 
represent RPTA’s allocation of the combined RPTA and VMR insurance premium  
from the expiring insurance year and the current renewal year. Total excess 
liability limits are $60,000,000 excess of a $250,000 self-insured retention.  

• Table 2 summarizes insurance premium pricing for VMR. These figures 
represent VMR’s allocation of the combined RPTA and VMR insurance premium  
from the expiring insurance year and the current renewal year. Total excess 
liability limits are $100,000,000 excess of a $250,000 self-insured retention. 
RPTA and VMR share the first $60,000,000 of excess liability limits. The 
$40,000,000 in limits above the $60,000,000 is dedicated to VMR.  

The risk management committee and Valley Metro staff are evaluating various 
deductible and self-insured retention options for the renewal that would serve to reduce 
total premium and contemporaneously build up reserve amounts for appropriate loss 
fund protection. 

 
1 The $90M Excess Liability limits will be sourced from between 8 and 10 separate insurers. Total estimated annual 
premium for all excess layers is presented here on one line. Alliant continues to negotiate excess coverage for 
Valley Metro. 
2 The Workers Compensation policy now renews on the December 1 date in alignment with all other Valley Metro 
insurance policies. 
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Cost allocation between RPTA and VMR budgets for annual premium has historically 
been approximately 11% to RPTA budget and 89% to VMR budget based on annual  
review of the value of assets and financial exposures. The percentage split varies by 
line of coverage. 

The lines of coverage for the 2020-2021 insurance renewal mirror Valley Metro’s current 
insurance program. The overall premium cost increase is a function of increased 
exposures associated with our expanding transportation network, the benefit of 
historically underpriced premium on certain coverage layers, the implications of a 
continued hardening insurance market, and limited opportunities for transit risk 
coverage as the number of insurers willing to offer coverage to entities providing public 
transit service has declined. Other factors contributing to premium cost increase include 
uncertainties surrounding the current pandemic and national elections.  

Finally, in an environment with elements of political and economic uncertainty that may 
disrupt premium pricing, insurance carriers are only willing to offer firm renewal quotes  
in close proximity to the actual December 1 renewal date as possible. Valley Metro 
therefore will continue to negotiate with carriers for the next several weeks in order to 
achieve the best insurance pricing available in the market for public entity insurance.  

Excess Liability 

The current total excess liability limits will require the involvement of at least eight 
different insurance companies. Several of the current insurance companies that 
presently provide layers of coverage to Valley Metro have decided to exit the public 
entity market. In addition, insurance companies across the board have decreased their 
general limits capacity. What this means is that while in past years insurance 
companies were willing to offer $20 million in limits, they are now only willing to offer $5-
$10 million. This requires Valley Metro to utilize more insurers to satisfy established 
liability limits.  

Insurance Premium Pricing for the Tempe Streetcar Project 

The Tempe Streetcar (“TSC”) project will require insurance-related costs at various 
milestone events throughout 2020 and 2021, including substantial completion, vehicle 
acceptance, and revenue service commencement. Insurance premium required to have 
in place for TSC coverage will span several insurance policies. The substantial 
completion date is estimated to be mid-November 2020. With that, Valley Metro’s 
insurable value will increase with newly constructed property and equipment values 
related to TSC, which requires additional insurance coverage. The premium for this pro-
rated period will be calculated at the current rate if added prior to December 1, 2020. 
The TSC values will be covered under the upcoming insurance term (December 1, 2020 
- November 30, 2021).  
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Valley Metro will have six streetcar vehicles on property over the course of several 
months throughout 2021, with delivery estimated to begin January 2021 up through and 
including July 2021. Valley Metro will perform standard testing procedures for the six 
streetcar vehicles and then add the six streetcars to the Inland Marine Rolling Stock 
policy after staff have completed streetcar testing.  

In line with standard insurance conditions, policy premium may be subject to audit of 
payroll, revenues, and insured property values, including railcars. If the audited 
exposure differs from the estimated exposure, there may be a nominal premium 
adjustment. Valley Metro will allocate any premium adjustment to RPTA and VMR 
budgets as necessary and appropriate. 

For the term December 1, 2020 through and including November 30, 2021, RPTA’s 
contract obligation is $438,977, and is fully funded within the RPTA Adopted FY 2021  
Operating Budget. Contract Obligations beyond FY 2021 are incorporated into the 
RPTA Five-Year Operating Forecast and Capital Program (FY 2021 – FY 2025). 

For the term December 1, 2020 through and including November 30, 2021, VMR’s 
contract obligation is $3,311,620 and is fully funded within the VMR Adopted FY 2021  
Operating and Capital Budget. Contract Obligations beyond FY 2021 are incorporated 
into the VMR Five-Year Operating Forecast and Capital Program (FY 2021 thru FY 
2025). 

RECOMMENDATION 
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization  
for the Chief Executive Officer to purchase renewal coverage for Valley Metro’s 
Commercial Property and Liability Insurance Coverage, including Workers 
Compensation and Employers Liability, from December 1, 2020 to November 30, 2021 
for an amount not to exceed $3,750,597. RPTA’s obligation is $438,977. VMR’s 
obligation is $3,311,620. 

BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro purchases insurance on an annual basis to cover losses related to Valley 
Metro-owned property and to ensure that Valley Metro’s operations are secured against 
claims. RPTA and VMR jointly purchase insurance.  

Valley Metro’s insurance broker, Alliant Insurance Services, Inc. (“Alliant”), is 
responsible for obtaining the best available premium quotes from insurance carriers to 
meet Valley Metro’s annual insurance program needs. Valley Metro staff, city risk 
managers and Alliant representatives participated in a comprehensive risk management 
conference on October 21, 2020. Participants reviewed insurance renewal materials, 
and evaluated pricing options for each line of insurance coverage in order to determine 
the best value options available to Valley Metro for next year’s insurance program. All 
participants concurred with Valley Metro’s analysis and approach.   
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STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan, 
FY 2016 – 2020:  

• Goal 2: Advance performance based operation. 

COMMITTEE ACTION 
RTAG: October 19, 2020 for information 
TMC/RMC: November 4, 2020 for action 
Board of Directors: November 19, 2020 for action 

CONTACT  
Michael J. Minnaugh 
General Counsel 
Legal Division 
(602) 744-5599 
mminnaugh@valleymetro.org

ATTACHMENT 
Table 1- RPTA Insurance Pricing 
Table 2- VMR Insurance Pricing  

mailto:mminnaugh@valleymetro.org
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TABLE 1 – RPTA Insurance Pricing 

Coverage Type Policy Limit- 
Renewal 

Renewal 
Premium 

Policy Limit-  
Expiring 

Expiring 
Premium 

Property Blanket Limit $22,625 Blanket Limit $22,008 
Crime $2,000,000 $2,996 $2,000,000 $2,996 
Auto Liability & Physical 
Damage 

$750,000 $34,560 $750,000 $27,186 

Excess Liability 
SIR Buffer Layer 

$500,000 $14,006 $500,000 $12,880 

Primary Excess Liability 
1st layer 

$10,000,000 $33,777 $10,000,000 $34,510 

Excess Liability - multiple 
layers to reach 
$50Mx10M 

$50,000,000 $251,395 $10,000,000 $129,866 

Stand-Alone Terrorism $50,000,000 $1,329 $50,000,000 $1,527 
(NCBR) 
Cyber/Privacy $2,000,000 $21,295 $2,000,000 $15,661 
Workers Compensation $1,000,000 $56,994 $1,000,000 $65,213 
Grand Total  $438,977  $311,847 
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TABLE 2 - VMR Insurance Pricing 

Coverage Type Policy Limit- 
Renewal 

Renewal 
Premium 

Policy Limit-  
Expiring 

Expiring 
Premium 

Property Blanket Limit $367,468 Blanket Limit $321,872 
Property- Tempe 
Streetcar 

$121,551,985 $78,766 N/A N/A 

Inland Marine - Rolling 
Stock Tempe Streetcar 

$36,227,971 $61,588 N/A N/A 

Inland Marine - Rolling 
Stock 

$211,965,207 $330,665 $151,465,207 $181,758 

Inland Marine - Town 
Lake Bridge 

$30,500,000 $37,259 $22,581,224 $30,710 

DIC - Excess Flood & 
Quake on Town Lake 
Bridge 

$15,000,000 $38,430 $15,000,000 $34,936 

Crime $2,000,000 $2,996 $2,000,000 $2,996 
Auto Liability &Physical 
Damage 

$750,000 $125,440 $750,000 $104,147 

Excess Liability SIR 
Buffer 

$500,000 $227,482 $500,000 $188,361 

Primary Excess Liability - 
1st layer 

$10,000,000 $548,581 $10,000,000 $504,710 

Excess Liability multiple 
layers to reach 
$90Mx$10M 

$90,000,000 $1,348,205 $10,000,000 $580,527 

Stand Alone Terrorism  $50,000,000 $19,439 $50,000,000 $22,328 
Cyber / Privacy $2,000,000 $21,295 $2,000,000 $15,661 
Workers Compensation $1,000,000 $104,006 $1,000,000 $113,944 
Grand Total   $3,311,620   $2,101,950 
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DATE     AGENDA ITEM 7D 

SUBJECT 
Planning and Community Relations Support Services Contract Extension and Additional 
Funding 

PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a one-year 
extension to the current contract with HDR Engineering, Inc. for Planning and 
Community Relations Support Services (PCRSS) and provide additional funding.  

COST AND BUDGET 
Work under the PCRSS contract began in July 2016, for an amount not to exceed $35 
million for an initial five-year term. The contract includes an option to extend work up to 
three more years, in one-year increments. The current request is to add $9 million to the 
contract for anticipated work through June 2022. Some funds will be expended in FY21, 
but most costs will be incurred in FY22, as described in the table below. This allows 
continued community relations support for major on-going rail projects, completion of 
environmental and preliminary engineering work on the Capitol/I-10 Phase I Extension, 
and archaeological monitoring during construction of the South Central 
Extension/Downtown Hub.  

 Amount Expended Contract Value Remaining 
July 2016 – June 2020 $28,524,656 $6,475,344 
   
 Executed Task Orders Estimated Budget Needed 
July 2020 – June 2021 $6,438,491 $1,500,000 
July 2021 – June 2022 0 $7,500,000 
   

Request for additional contract value through FY22 $9,000,000 
Original contract value $35,000,000 

New contract value $44,000,000 

Projects supported by the PCRSS consultant are funded by a mix of federal, regional 
and local dollars. Funding is included in the VMR and RPTA adopted FY21 Operating 
and Capital Budgets. Contract obligations beyond FY21 are incorporated into the Five-
Year Operating Forecast and Capital Programs (FY21 thru FY25). 

Information Summary 
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RECOMMENDATION 
Staff recommends that the Board of Directors authorize the CEO to amend the HDR 
Engineering Inc. contract for Planning and Community Relations Support Services to 
add up to $9 million for an extension period through June 2022.  

BACKGROUND | DISCUSSION | CONSIDERATION 
In June 2016, following a competitive procurement, the CEO was authorized to execute 
a contract with HDR Engineering, Inc. for Planning and Community Relations Support 
Services (PCRSS). The contract includes a five-year base with three, one-year 
extension options, for up to eight years. Task orders are issued on an annual fiscal year 
basis. The five-year base period for this contract ends in June 2021. To exceed the $35 
million approved expenditure limit for the base contract period and to extend the 
contract by one year, Board approval is required.  

The PCRSS consultant is utilized for the following: 
• Conduct major transit corridor planning, environmental and preliminary 

engineering studies. 
• Community relations support for all phases of future high-capacity transit 

projects. 
• Support services for both Valley Metro Rail and RPTA capital and service 

planning needs. 
• Community relations support for RPTA transit facility projects and transit service 

planning needs. 

Since services under this contract are utilized by the RPTA, a Memorandum of 
Understanding (MOU) between VMR and RPTA was executed in August 2016. The 
MOU expires in June 2021. Therefore, after RPTA’s PCRSS support needs for FY22 
are defined, the Joint Boards will be asked to approve an extension of the MOU in 
spring 2021. 

The contract provides full- and part-time consultant staff who serve as an extension of 
Valley Metro staff, as well as specialized expertise to meet specific needs. Work under 
this contract is issued on an annual task order basis. 

This type of multi-year support services contract is beneficial for the following reasons: 
 

• Staffing continuity is critically important across multi-year, corridor projects to 
ensure effective coordination and expeditious project development. 

• Creates consultant familiarity with the Valley Metro organization and priorities 
across a consistent team. Key members of the consultant team are co-located 
with Valley Metro to maximize coordination and communication.  

• Provides quick access, when needed, to specialized experts who are familiar 
with Valley Metro’s work practices and priorities. 
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Additional contract expenditure authority will be needed for PCRSS work to be 
completed in FY21 and during a proposed one-year contract extension to ensure 
continuity on key projects and plan for future transitions. Key areas that require 
continuity include: 

• Archaeological monitoring for active construction projects. 
• Community relations staffing on multi-year projects, including South 

Central/Downtown Hub, Northwest Extension Phase II, and Capitol/I-10 West 
Extensions.  

• Complete preliminary engineering and environmental work for the Capitol/I-10 
West Extension Phase I, anticipated to begin in November 2020. 

• Continue planning for Capitol/I-10 West Extension Phase II. 

Expenditures for the initial five-year contract term will exceed the Board approved 
authority of $35 million by approximately $1.5 million. A primary reason for exceeding 
the forecasted expenditure limit for the five-year period is due to unanticipated analysis, 
community relations and other planning activities for the South Central 
Extension/Downtown Hub. Additional alignment and transit mode analysis for the 
Capitol/I-10 West Extension also contributed to greater expenditures than anticipated.    

STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan, 
FY 2016 – 2020: 

• Goal 1: Increase customer focus 
• Goal 2: Advance performance based operations 
• Goal 3: Grow transit ridership 

COMMITTEE PROCESS 
RTAG: October 19, 2020 for information  
RMC:  November 4, 2020 for action 
Board of Directors:  November 19, 2020 for action 

CONTACTS  
Wulf Grote, P.E. 
Director, Capital and Service Development 
602-322-4420 
wgrote@valleymetro.org

Hillary Foose 
Director, Communication and Strategic Initiatives  
602-322-4468 
hfoose@valleymetro.org

ATTACHMENT 
None 

mailto:wgrote@valleymetro.org
mailto:hfoose@valleymetro.org
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DATE      AGENDA ITEM 7E 
November 5, 2020 

SUBJECT 
Non-Revenue Vehicles Purchase 

PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to purchase six non-
revenue vehicles through a cooperative agreement under Arizona State Contracts from 
Sanderson Ford in an amount not to exceed $325,000. 

COST AND BUDGET 
The purchase of the vehicles will be a not to exceed amount of $325,000. The cost 
includes extended warranties and sales taxes. The vehicles will be manufactured and 
delivered in FY21. The costs for the purchase of the two vehicles for the Tempe Street 
Car operations will be funded through the Tempe Streetcar project. The remaining 
vehicles are funded from member cities. All vehicles are included in the Valley Metro 
Rail Adopted FY21 Operating and Capital Budget. 

RECOMMENDATION 
Staff recommends that the RMC forward to the Board of Directors authorization for the 
CEO to purchase six non-revenue vehicles through a cooperative agreement under 
Arizona State Contracts from Sanderson Ford in an amount not to exceed $325,000. 

BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro Rail’s 28-mile light rail line is primarily street running and includes 43 
passenger stations, 22 sub-stations, and park and ride lots. The rail system will be 
expanding another 3 miles to include Tempe Streetcar operations which will include 
additional passenger stations and sub-stations.  

The trucks will be used for maintenance and support of system operations that includes 
facilities, track, and signal communications maintenance. The trucks will provide for 
efficient use of resources to perform maintenance tasks on the rail line. Two vehicles 
will be for expansion needs for the Tempe Streetcar operations. Three trucks are to 
replace trucks that are either 10 years old or have over 150,000 miles on them. The 
expansion truck is needed because of additional staff and additional maintenance 
needs due to the rail extensions.  

Sanderson Ford is a vendor on the State of Arizona Cooperative Contracts. Cooperative 
Agreements are competitive contracts solicited and awarded by other public entities and 

Information Summary 
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whose cooperative language allows Valley Metro to utilize these contracts for its 
requirements. 

STRATEGIC PLAN ALIGNMENT 
This item relates to the following goals and strategies in the Five-Year Strategic Plan, 
FY 2016 – 2020: 

• Goal 2:  Advance performance-based operation 

COMMITTEE PROCESS 
RTAG: October 19, 2020 for information 
RMC: November 4, 2020 for action 
Board of Directors: November 19, 2020 for action 

CONTACT  
Ray Abraham 
Chief Operations Officer 
602-652-5054 
rabraham@valleymetro.org

ATTACHMENTS 
None 

mailto:rabraham@valleymetro.org
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AGENDA ITEM 8 DATE 
November 5, 2020 

SUBJECT 
Future Agenda Items Request and Report on Current Events 

PURPOSE 
Chair Arredondo-Savage will request future agenda items from members and members 
may provide a report on current events. 

Future Items 
Item Month 

Parallel Budget Scenarios/Rail costs January 2021
Bus Advertising Information January 2021 
Farebox Recovery/Fare Enforcement February 2021
FY22 Preliminary Operating and Capital Budgets March 2021 
FY22-26 Preliminary Five-Year Forecasts April 2021
TLCP Update April 2021 
FY22 Proposed Operating and Capital Budgets May 2021
Budget – Position Justifications TBD 
Travel Data TBD

CONTACT  
Paul Hodgins 
Chief Financial Officer 
602-262-7433
phodgins@valleymetro.org

Information Summary 

mailto:phodgins@valleymetro.org
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