
.)11 Report No:
Meeting Date

11-256d

April 12, 2017

Alameda-Contra Costa Transit District

STAFF RE PO RT
TO:

FROM:

SUBJECT:

AC Transit Board of Directors

Michael A. Hursh, General Manager

Dumbarton Express Contract

ACTION ITEM

RECOMMENDED ACTION(S)

Consider receiving a report on alternatives to manage and operate the Dumbarton Express
Service, including consideration to exercise the second of five one-year options with MV
Transportation to continue service under the existing contract.

BACKGROUND/RATIONALE

Over five years ago, the District assumed the day-to-day administrative responsibility for the
five-year base contract with MV Transportation to operate the Dumbarton Express service. The
five-year term started on December 19, 2011 and ended on December 31, 20].6, with options
to extend the contract for one year at a time for up to five years.

MV Transportation has performed in a satisfactory manner and has been responsive to issues
and concerns that have arisen during the contract term to date. The first one-year option was
exercised in [ate 20].6 to extend MV's operation of the service through December 31, 2017.
Terms and conditions of the first one-year option are the same as those in the base period
contract that expired December 31, 2016. The operating cost of $87.29 per hour in effect as of
December 31, 2016 would be carried through the end of the one-year option.

At the meeting seeking approval to exercise the first one-year option, the AC Transit Board of
Directors expressed a desire to have more advanced notice to weigh the options available to
operate the Dumbarton Express service after expiration of the next contract option. This report
summarizes those options and contains the course of action recommended by the Dumbarton
Bridge RegionalOperations Consortium(DBROC).

Administration & Governance

In Ju[y ].993, the Dumbarton Bridge Regional Operations Consortium--consisting of the
Alameda-Contra Costa Transit District (AC Transit), the San Francisco Bay Area Rapid Transit
District(BART), the San Mateo County Transit District(SamTrans), the City of Union City(Union
City Transit), and the Santa Clara Valley Transportation Authority (VTA)--was formed. Since its
inception, the Consortium has provided high-level general oversight and guidance for the
Dumbarton Express service at a staff level.

Actual day-to-day administrative oversight and governance of the Dumbarton Express service is
granted to a Consortium member by consensus. Since the formation of the Consortium in 1993,
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AC Transit has acted as the service administrator. The service abides by The District's fare
structure and is governed by the AC Transit Board of Directors.

During most of the Consortium's existence, the cost of operating the Dumbarton Express was
shared between the Consortium members. Since July 2012, approximately $2.4 million in
Regional Measure 2 (RM-2) operating funds intended for the suspended Dumbarton Rail
project have been redirected annually to fully fund operation of the Dumbarton Express
service. Consequently, the Consortium members have been relieved of the financial
responsibility to fund the service

The cost of having one of the Consortium members directly operating the Dumbarton Express
service is expected to be higher than with a private contract operator. The only Consortium
member that has ever operated the Dumbarton Express service is AC Transit. In addition, to
qualify for RM-2 operating funds, the services are required to maintain a 20% farebox recovery
ratio; currently the DB has a 24% farebox recovery ratio and the DBI has a 21% farebox
recovery ratio. Because direct operation of the service by a Consortium member would likely
result in higher costs, the farebox recovery ratio would likely also decrease to the point where it
would not be possible to meet the farebox recovery ratio and thus jeopardize future funding.

Finally, whether the Metropolitan Transportation Commission(MTC) is willing to increase RM-2
operating funding to provide the same level of service through a consortium member is
unknown at this time. If MTC is not willing to increase the funding, then additional funds will
have to be identified to cover the shortfall, whether from AC Transit's own operating budget or
split amongst the Consortium members. Under these scenarios, it is likely AC Transit would
have to make a case to the Consortium, MTC, and other possible stakeholders as to how the
service would improve with the added cost.

Service Provision Alternatives

There are three alternatives available for the operation of the Dumbarton Express service

Alternative I

e Exercise the second one-year option at an updated rate of $89.90 per hour (not
including fuel, Nextbus and wifi service fees) effective January 1, 2018 through
December 31, 2018. The advantage to this action is that the hourly rate is locked in for
another year. The disadvantage to this action is that it continues to delay a decision
regarding the operation of the service after the contract fully expires.

Alternative 2

e Begin a Request for Proposals (RFP) process to operate and maintain the service. The
advantage to this action is that it permits a wider spectrum of service providers the
opportunity to bid on the contract. The disadvantage to this action is that it is a lengthy
process that might go beyond December 31, 2017 and require either periodic extensions
to the current one-year option or exercise of the second one-year option anyway.
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Because of the scope of work and a need to evaluate proposals in a measured,
comprehensive, and diligent manner, it would take severalmonths to follow through on
the RFP process. Within the past few years, many transportation providers--both public
and private--are facing higher labor costs due to increased competition in recruiting a
workforce to operate service. As a result, opening the contract for bid at this time could
result in higher overallcosts.

In addition, if a Consortium member decided to submit a proposal to operate and
maintain the service, that agency would have to recuse itself from the RFP evaluation
and selection process in order to avoid a conflict of interest. Similarly, that agency
would also not be able to lead the procurement.

Alternative 3

© A Consortium member could directly operate the service. No other Consortium member
has expressed interest in doing so, and only AC Transit has directly operated the service
in the past. At this point, AC Transit does not have the capability to directly operate the
service because of bus yard space constraints and limitations on the amount of
workforce available to operate and maintain the service.

Alternative 4

8 One final alternative not directly tied to service delivery is to transfer contract
management and administration of the Dumbarton Express to another member of the
Consortium. The Consortium would need to identify which agency would be willing to
take on this responsibility since some members have limits to providing contracted
service. As previously mentioned, ACTransit has served in this role since 1993 and none

of the other Consortium members has expressed an interest in assuming that
responsibility.

Direct Ooeration Considerations

AC Transit has operated the Dumbarton Express service directly on a number of occasions in
the past. In doing so, the current Dumbarton Express revenue fleet would need to have its title
transferred to AC Transit from SamTrans in order for AC Transit personnel to operate and
maintain the service, per the labor agreements with its respective unions.

If AC Transit wishes to respond to a Request for Proposal (RFP) to operate the Dumbarton
Express service, another Consortium member would issue the RFP and lead the selection effort
to avoid a conflict of interest.

Consortium Recommendation

The Consortium members met on February 28, 2017 to discuss the status of the contract
between AC Transit and MV Transportation and the administrative responsibility of the service
going forward. After discussing the alternatives, the Consortium reached consensus to
recommend the following:

8 Exercise the second one-year option through December 31, 2018
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e Retain AC Transit to provide administrative oversight and governance over the
Dumbarton Express service.

BUDGETARY/FISCAL IMPACT

There is no expected budgetary impact of exercising the second one-year option. The
Dumbarton Express service is currently fully funded by ReglonaIMeasure 2 bridge tollrevenues
up to an amount of approximately $3 million annually for FY 2016/2017. The$3 million amount
includes an allowance for costs not directly tied to operations and maintenance costs, such as
administrative staff time, marketing, and annual Nextbus service fees.

For FY 2016/2017, the total operations and maintenance cost for the Dumbarton Express
service is projected to be $2.6 million. The effective cost per hour is $95.74 (inclusive of fuel
and other incidentalrecurring monthly expenses, such as WiFI service) based on an estimation

of 26,822 hours of service for FY 2016/2017. For comparative purposes, if AC Transit began
directly operating the service using its comparable marginal rate of $147.15 per hour, the cost
of operations and maintenance alone would be approximately $3.4 million annually. Whether
MTC is willing to cover 100% of that cost or some other amount is unknown at this time. If AC
Transit were to operate the service, service levels may have to be reduced to stay within budget
if no additional funding from MTC were available. Also, if MTC elects not to fund 100% of the

direct operating cost, AC Transit would have to share some of the financial burden of operating
the Dumbarton Express service. The Consortium members expressed reluctance to having their
respective agencies resume funding the service in whole or in part if this were the case

ADVANTAGES/DISADVANTAGES

The advantage of exercising the second one-year option in the contract with MV Transportation
is that AC Transit is able to maintain what has thus far been a positive contract relationship. As
mentioned earlier, MV Transportation has operated the Dumbarton Express service to date in a
satisfactory and responsive manner. In addition, exercising the option would maintain a
continuity of service and eliminate the disruption that occurs when a new outside service
provider begins operation of the service. Maintaining the contract with MV also maintains a
relatively low operating .cost and does not use scarce AC Transit resources, including facilities
space, staffing and operating funds. Staff does not believe that rebidding the contract would
improve the District's position due to the likelihood of increased costs.

The disadvantage of exercising the second one-year option is that the service will continue to
be operated by an outside contract provider rather than in-house as the rest of the District's
service is operated. Though this is not against board policy since the service was developed
through the Consortium, it is a unique arrangement for the District. In addition, operation of
the service through MV results in labor salaries that are lower than those of the District.
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ALTERNATIVES ANALYSIS

In addition to the alternatives detailed above, the District could elect to neither extend the
current contract nor exercise a one-year option and let the contract lapse. This would result in a
disruption of the service for an unknown period of time until a new service provider was
established. Staff does not recommend this option.

Prion RELEVANT BOARD ACTION/POLICIES:

Staff Report 11-256b: Exercise of One Year Option with MV Transportation to Operate
the Dumbarton Express.

Staff Report 11-256c: One Year Extension of the Dumbarton Bridge Regional Operations
Consortium(DBROC) Cooperative Agreement.

Contract ll-SAMTR-S-021: Provide Contracted Dumbarton Bridge Express Bus Service,
including executed Assignment, Assumption, and Release
Agreement, December1.9, 2011.

ATTACHMENTS:

None

Approved by:

Reviewed by:

Ramakrishana Pochiraju, Acting Executive Director of Planning and Engineering

Michael Eshleman, Service Planning Manager
Robert del Rosario, Director of Service Development and Planning
Denise Standridge, General Counsel
Claudia Allen, Chief FinancialOfficer
Howard Der, Dumbarton Express AdministratorPrepared by:
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