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8.0 Financial Analysis and FTA Small Starts Process
8.1 Introduction
This chapter summarizes the financial analysis performed for the East Bay BRT Project and the
anticipated rating for the project demonstrating its eligibility for Small Starts funding.

Funding for the East Bay Bus Rapid Transit (BRT) Project is expected to be provided from
various local, regional, state, and federal sources. Among the local and regional sources are sales
taxes, bridge tolls, local bonds, and other funds. The state is programmed to provide funding for
the project from the transportation investment fund. Federal funding will be provided in part by a
grant from the Federal Transit Administration’s (FTA) Section 5309 Small Starts program and
FTA’s Section 5309 bus and bus facilities program.

FTA’s Section 5309 program is the federal government’s primary financial resource for
supporting locally planned, implemented, and operated fixed-guideway transit capital
investments like this BRT project. Maintaining eligibility for federal funding is essential for the
project’s financial feasibility, given the constraints on Alameda-Contra Transit’s (AC Transit)
capital budget.

As described throughout this document, a Locally Preferred Alternative (LPA) has been selected
for  the  East  Bay  corridor  and  approved  by  the  FTA  into  the  Small  Starts  process;  however,  a
lower cost alternative, known as the Downtown Oakland-San Leandro (DOSL) Alternative (see
Section 2.3.6), has been developed if available funding for the full LPA proves insufficient.
Funding risks, given the current economic climate, are a key reason this shorter alternative was
developed.

The  sources  of  funding  for  both  alternatives,  LPA  and  DOSL,  are  the  same.  To  analyze  the
capacity of these sources to meet the needs of the East Bay BRT Project, a financial analysis for
the LPA was conducted. This assumes that if sufficient funds are available to meet the needs of
the full LPA, then they would also be sufficient to fund the less costly DOSL Alternative. Note
that  this  analysis  examines  only  those  costs  associated  with  the  LPA,  and  not  with  the  “other
related project improvements” that are not part of the federally funded Small Starts project
elements but complement BRT and are therefore included in the overall project. The other
related project improvements are not integral to the implementation to the project, however.
Chapter 2.0 describes the other related improvements (Section 2.3.4) and their anticipated costs
(Section 2.5) while the potential options for their funding are discussed below in Section 8.2.4.
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8.2 Financial Analysis
The financial analysis performed for the East Bay BRT Project follows FTA’s requirements for
projects requesting FTA Section 5309 Small Starts funding. Under the Small Starts program,
projects are evaluated through a simplified method if they can demonstrate the local financial
commitment by providing:

A reasonable plan to secure funding or demonstrating funding commitment for the non-
Small Starts share
Evidence that the incremental operations and maintenance (O&M) costs of the proposed
project are less than five percent of (AC Transit’s) systemwide O&M costs
Evidence of a reasonably good financial condition during the last three years,
demonstrated by the past three years’ audited financial statements

The local financial commitment rating for projects meeting these criteria is “medium” if the
Small Starts share is more than 50 percent of the project cost, or “high” if the Small Starts share
is 50 percent or less. The East Bay BRT Project is evaluated according to this simplified process.
The financial analysis presented here includes the following:

Project costs (both capital and O&M expenses)
Sources of funding
Analysis of results including funding risks

8.2.1 Project Costs
8.2.1.1 LPA CAPITAL COSTS

The construction costs of the LPA project elements are estimated at $205.1 million (year-of-
expenditure [YOE] dollars) including $9.6 million in finance charges. The costing elements were
defined in a manner that conforms to the FTA Standard Cost Categories (SCC). Unit costs for
civil construction were developed from RS Means 2010 Site and Work Landscape Costs data and
compared to the California Department of Transportation (Caltrans) data. As needed,
information from peer projects or industry experience was utilized to supplement unit costs for
items such as station amenities.

Contingencies are added to each cost item based on an assessment of uncertainties as this level of
design; this is referred to as “allocated” contingency. In addition, unallocated contingency is
estimated at another four percent of the project cost subtotal (items 10 through 80 of the SCC).
Combined allocated and unallocated contingencies are estimated at over 60 percent of the project
cost (in 2011 dollars), ensuring a very conservative estimate of capital costs at this level of
project development.

Table 8.2-1 summarizes the LPA capital cost (excluding other related projects) by SCC line item
in 2011 and YOE dollars.
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Table 8.2-1. LPA Project Capital Cost (Millions of Dollars)

Project Cost Item from SCC Total (2011
Dollars)

Total (YOE
Dollars)

10 Guideway and track elements 9.9 11.2

20 Station, stops, terminals, and intermodal 20.3 22.8
30 Support facilities: yards, shops, and administration
buildings 0.0 0.0

40 Sitework and special conditions 24.8 27.9

50 Systems 55.4 62.4

60 Right-of-way, land, and existing improvements 3.4 3.7

70 Vehicles 4.4 4.9

80 Professional services 50.5 55.2

90 Unallocated contingency 6.7 7.5

100 Finance charges 8.6 9.6

Total $184.0 $205.1
Source: SCC worksheet, October 2011; costs prepared by Parsons Corporation
Note: Totals may not add up due to rounding; does not include cost of Other Related Projects (see Section 2.3.4)

8.2.1.2 LPA O&M COSTS

Compared to the No-Build Alternative, the incremental cost of implementing the LPA Small
Start project is estimated at approximately $4.7 million per year (2011 dollars) or $5.3 million
(YOE) by opening year (2016). Systemwide O&M costs are estimated at $354.6 million (in
2016)  with  the  BRT  project;  therefore,  the  incremental  cost  of  the  project  is  estimated  at  1.5
percent of the systemwide O&M spending.

The incremental O&M costs were calculated using an O&M cost allocation model that consisted
of a simple four variable formulation. The cost drivers selected for use in the O&M model
include vehicle miles, vehicle hours, peak buses, and stations. Table 8.2-2 shows the cost drivers
for the No-Build and the LPA Alternatives.
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Table 8.2-2. LPA Project O&M Cost Drivers, Opening Year (2016)a

Operating Parameter No-Build Alternative LPA Percent Increase over
No-Build

Annual Platform Hoursb 65,930 (Rapid)
82,585 (Local)

148, 515 (Total)

157,835 6%

Annual Vehicle Milesc 787,581 (Rapid)
805,513 (Local)

1,563,094 (Total)

1,848,521 18%

Peak Vehicles 17 (Rapid)
14 (Local)
31 (Total)

31 0%

Stops/Stations 31 (Rapid)
102 (Local)
110 (Total)d

47 52%e

Source: AC Transit East Bay BRT Project, O&M Cost Estimating Methodology and Results Report (September 2010, Rev 2.0).
Prepared by Kimley-Horn and Associates, Inc.

a This is net change comparison. Routes 1R and 1 service will be replaced by BRT in whole or in part. All Route 1R service is
replaced, Berkeley to BayFair BART; Route 1 service between Berkeley and San Leandro BART will also be replaced but
remain between San Leandro BART and BayFair. The hours, miles, vehicles, and stops shown represent the service to be
replaced by BRT and do not include service that will remain post BRT.
b Platform hours include all hours a bus is in revenue service, laying over at the end of the line, and proceeding to/from the
operating division. This is equivalent to the elapsed time from when the bus leaves the operating division until it returns.
c Total miles operated, including while the bus is in revenue service and going to/from the operating division.
d Rapid and Local stops share the same general location although there are fewer designated Rapid stops.
e The percent change is the number of BRT stations compared to total number of Route 1R stops.

8.2.1.3 DOSL ALTERNATIVE CAPITAL COSTS

The construction costs of the DOSL Alternative project elements are estimated at $152.3 million
(YOE dollars) including $2.9 million in finance charges. The costs were defined in the same
manner as for the LPA.

Contingencies have been added to each cost item following the same methodology applied to the
LPA estimate.  Combined allocated, and unallocated contingencies are over 60 percent of the
base year DOSL project cost (in 2011 dollars), representing a very conservative contingency for
this level of design. Additionally, the unallocated contingency is four percent of the total project
cost (SCC categories 10 through 80).

Table 8.2-3 summarizes the DOSL Alternative cost by SCC line item in 2011 and YOE dollars.
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Table 8.2-3. DOSL Alternative Project Capital Cost (Millions of Dollars)

Project Cost Item from SCC Total (2011
Dollars)

Total (YOE Dollars)

10 Guideway and track elements 7.7 8.6

20 Station, stops, terminals, and intermodal 15.2 17.1

30 Support facilities: yards, shops, and administration
buildings

0.0 0.0

40 Sitework and special conditions 20.5 23.2

50 Systems 41.6 46.8

60 Right-of-way, land, and existing improvements 2.6 2.8

70 Vehicles 2.6 2.9

80 Professional services 38.7 42.4

90 Unallocated contingency 5.2 5.7

100 Finance charges 2.6 2.9

Total $136.6 $152.3

Source: SCC worksheet, October 2011; costs prepared by Parsons Corporation
Note: Totals may not add up due to rounding; does not include cost of Other Related Projects (see Section 2.3.4)

8.2.1.4 DOSL O&M COSTS

O&M cost drivers for the DOSL Alternative are summarized in Table 8.2-4.
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Table 8.2-4. DOSL Alternative Small Start Project O&M Cost Drivers,
Opening Year (2016)a

Operating Parameter No-Build DOSL Alternative Percent Increase over
No-Build

Annual Platform Hoursb 52,406 (Rapid)
58,777 (Local)
111,183 (Total)

111,984 1%

Annual Vehicle Milesc 577,644 (Rapid)
535,577 (Local)

 1,113,221 (Total)

1,1237,701 11%

Peak Vehicles 12 (Rapid)
10 (Local)
22 (Total)

22 0%

Stops/Stations 21 (Rapid)
70 (Local)
70 (Total)d

32e 52e

Source: AC Transit East Bay BRT Project, Operations and Maintenance Cost Estimating Addendum:  Downtown Oakland to San
Leandro BART Alternative (November 2010, Rev 1.0). Prepared by Kimley-Horn and Associates, Inc.
a This is net change comparison. Routes 1R and 1 service will be replaced by BRT in whole or in part. All Route 1R service is
replaced, Berkeley to BayFair BART; Route 1 service between Berkeley and San Leandro BART will also be replaced but
remain between San Leandro BART and BayFair. The hours, miles, vehicles, and stops shown represent the service to be
replaced by BRT and do not include service that will remain post BRT.
b Platform hours include all hours a bus is in revenue service, laying over at the end of the line, and proceeding to/from the
operating division. This is equivalent to the elapsed time from when the bus leaves the operating division until it returns.
c Total miles operated, including while the bus is in revenue service and going to/from the operating division.
d Rapid and Local stops share the same general location although there are fewer designated Rapid stops.
e The percent change is the number of BRT stations compared to total number of Route 1R stops.

Compared to the No-Build Alternative, the incremental cost of implementing the DOSL
Alternative Small Start project is estimated at approximately $2.6 million per year (2011
dollars), or $3.0 million (YOE) by opening year (2016). Systemwide O&M costs are estimated at
$352.2 million (in 2016) with the BRT project; therefore, the incremental cost of the project is
estimated at under 0.9 percent of the systemwide O&M spending.

The incremental O&M costs were calculated using the same O&M cost allocation model applied
to estimating O&M costs of the LPA.

8.2.2 Sources of Funding
8.2.2.1 CAPITAL FUNDING

The capital costs for the LPA Small Starts project will be covered using the following funding
sources:
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FTA Section 5309 Small Starts. AC Transit will request $75 million in Small Starts
funding for the East Bay BRT project, accounting for 36.6 percent of the LPA Small
Starts project cost.
Other Federal. AC Transit  will  commit  nearly  $3.1  million  in  federal  funds  from FTA
Section 5309 Bus earmarks to the approved project.
Regional Measure 2 (Bridge Tolls). San Francisco Bay Area voters approved Regional
Measure 2 (RM-2) in March 2004. This measure, authorized by state statute SB 916,
raised tolls on state-owned bridges in the San Francisco Bay Area by $1.00 in order to
fund a variety of transportation projects. Approximately $65 million are committed for
improvements  in  the  East  Bay  BRT  corridor,  in  addition  to  $3  million  per  year  in
operating funds for the corridor. After paying for Route 1R (Rapid) service,
approximately $43.4 million is available for the East Bay BRT Project.
Alameda County Measure B (Sales Tax). A half-cent sales tax for transportation
projects was approved by Alameda County voters in 1986 for a period of 15 years. While
the initial Measure B program ended in 2002, voters authorized a new Measure B by a
majority of more than 80 percent in November 2000. This new measure went into effect
in April 2002 and provides both operating and capital funds. It more than doubles the
share of sales tax funds available to AC Transit to operate systemwide services, from 11
percent to approximately 23 percent. In addition, Measure B allocated funds for corridor
projects, most related to implementing this BRT project. This program is now
administered by the Alameda County Transportation Commission (Alameda CTC) and
funds several highway, transit, and other transportation improvement projects in Alameda
County. Measure B funding committed for improvements in the East Bay BRT corridor is
estimated at $21.6 million (YOE dollars). Of this amount, about $16.1 million has been
invested  for  the  implementation  of  Route  1R  and  toward  the  East  Bay  BRT
environmental process. Some $5.5 million is available for the East Bay BRT project.
Alameda CTC STIP Funds. Alameda CTC funding for the East Bay project will come
from $40 million in State Transportation Improvement Program (STIP) funds committed
to the project. AC Transit expects to receive this funding during a 15-year period;
therefore, AC Transit will have to advance funding during construction through
borrowing to build the LPA as STIP funds are an important part of the total funding
stream.
State Infrastructure Bond Funds, AB 664 Bridge Tolls, Other AC Transit District
Revenues. AC Transit’s bus procurement program includes multiple committed funding
sources that are not specifically identified until funding sources are included in approved
grants. AC Transit will use these sources to fund the incremental cost of acquiring dual
sided door buses to replace existing buses operating along the East Bay BRT corridor.
The  most  likely  source  are  State  Infrastructure  Bond  funds,  which  were  established  by
Proposition 1B, passed by California voters in November 2006.  To date, AC Transit has
received over $100 million from this funding source.
Other funding sources. When  the  funding  plan  for  an  East  Bay  BRT  Project  was
reviewed post circulation of the Draft EIS/EIR and revised in September 2008 to match
the anticipated preferred alternative, $35 million in CMAQ funding was dedicated to the
project; however, in an effort to preserve existing services and address budget issues as a
result of the national economic recession, AC Transit determined that it was necessary to
exchange the CMAQ for operating revenues to balance the agency’s budget. Therefore,
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those CMAQ funds are no longer available for the East Bay BRT Project, leaving a
funding gap of $33.2 million for the LPA project. To address this funding gap for the
LPA, AC Transit is actively examining the following funding options:

o Certificates of Participation (COP) and Reallocation of Existing Grant Funds —
AC Transit has the capacity to issue debt using real property for collateral
including buildings and non-federally funded buses. AC Transit also has various
grant programs, such as I-Bond State Local Partnership Program funds, currently
earmarked for other projects that could be redirected to the BRT.

o Measure B3 — The Alameda CTC is considering alternatives for its future
Transportation Expenditure Plan including an extension of the county’s half-cent
sales tax beyond 2022, an increase of the tax rate, or both strategies in support of
the Countywide Transportation Plan. Alameda County Transportation
Improvement Authority (now a part of Alameda CTC) estimated that Measure B
will lose $489 million of its purchasing power through 2022, as a result of lower
than projected revenues (due to the economic downturn) and rising project costs.
The Alameda CTC is currently in the process of developing the new expenditure
plan for Measure B and developing an implementation plan that will go to voters
in November 2012.

The DOSL Alternative offers another option to implement BRT if the gap cannot be
filled immediately. BRT improvements could be completed in phases, consistent with
funding availability. The Final EIS/EIR has defined and discloses the impacts of this
shorter alternative that can be implemented with anticipated funding. No funding gap is
shown to exist should AC Transit decide to construct the DOSL Alternative rather than
LPA. BRT improvements through the full corridor (i.e., north from downtown Oakland)
could be completed as funding becomes available.

Table 8.2-5 summarizes the funding sources and levels of commitment for the LPA.
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Table 8.2-5. Source of Funding for LPA (Millions of YOE Dollars)

Sources of Funds
Funding

Level
Funding

Share
Level of

Commitment Evidence of Commitment
Federal Sources:

Section 5309 New Starts 75.0 36.6% N/A N/A
FTA Section 5309 Bus 3.1 1.5% Committed Grant No. CA-03-0684 and

Grant No. CA-04-0023
Total Federal Funds $78.1 38.1%
Nonfederal Sources:

Regional Measure 2 43.4 21.2% Committed MTC’s RM2 List of capital
projects

Alameda County Measure B 5.5 2.7% Committed ACTC Projects Summary
(2008)

Alameda CTC STIP funds 40.0 19.5% Committed ACTC’s Adopted 2008
Countywide Transportation

Plan (FY 2009-2035)
State Infrastructure Bond funds,
AB 664 Bridge Tolls, other AC
Transit District revenues

4.9 2.4% Committed

Other funding sources/bonding 33.2 16.2% Planned
Total Nonfederal Funds $127.0 61.9%
Total Project Budget $205.1 100%

Note: Total may not add up due to rounding

8.2.2.2 O&M FUNDING

BRT  farebox  revenues  are  estimated  to  cover  44  percent  of  the  LPA’s  O&M  expenses.  After
accounting for farebox revenues, the required subsidy is estimated at $3.1 million by opening
year (2016). As described above, RM-2 is generated from $1.00 tolls on the state-owned bridges
within the San Francisco Bay area to support a variety of transportation investments. RM-2 also
provides an annual allocation of $3 million dedicated to bus service in the East Bay BRT Project
corridor to cover any O&M subsidy. In addition to the existing O&M revenues, other potential
sources to subsidize LPA operations include any operating surplus available to support AC
Transit’s annual O&M expenses.

Existing O&M funding sources in addition to farebox revenue for systemwide expenses include:

Federal

AC Transit receives FTA Section 5307 Formula from the San Francisco/Oakland Urban
Area (UA) funding to support preventive maintenance and Americans with Disabilities
Act (ADA) operating activities. The amount of revenues for preventive maintenance
varies each year. In 2011, AC Transit reported $38.4 million in Section 5307 funds for
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preventive maintenance. The amount of revenues for ADA operating ranges from $3 to
$5 million annually.
AC Transit receives a portion of the San Francisco/Oakland UA FTA Section 5316 Job
Access and Reverse Commute funds for routes serving low-income populations.

State
AC Transit receives Transit Development Act (TDA) and State Transit Assistance
(STA) funds that are dedicated to operations. TDA is generated from a one-quarter
percent statewide retail sales tax. AC Transit receives most of the TDA generated in
Alameda  County  and  a  portion  of  TDA  generated  in  Contra  Costa.  STA  funding  is
generated from gasoline tax levies. In FY 2011, AC Transit received $56.5 million.

Local
AB 1107 – The state has established a half percent sales tax in the three BART counties
(Alameda,  Contra  Costa,  and  San  Francisco).  Seventy  five  percent  of  the  funds  are
dedicated to BART and the remaining 25 percent is equally apportioned by Metropolitan
Transportation  Commission  (MTC)  to  AC  Transit  and  San  Francisco  Metropolitan
Transportation Authority (SFMTA). In FY 2011, AC Transit received $30.1 million.
Parcel Taxes – Measure AA was approved by voters in November 2002 for AC Transit’s
capital or operations, which consisted in the implementation of a $24 parcel fee,
approved for five years. Measure BB, approved by voters in November 2005, increased
the parcel fee to $48 and extended the fee collection through 2015. Measure VV
approved in November 2008 ballot extended the life of the Measure by 10 years to 2025
and increase revenues to a projected $29.3 million annually.  In FY 2011, AC Transit
received $29.2 million.
Property Taxes – Alameda and Contra Costa Counties allocate a percentage of property
tax revenues to AC Transit. In Fiscal Year (FY) 2011, AC Transit received $ 65.3 million
in property tax revenues.
Measure B – AC Transit receives an annual allocation from Alameda County’s one-
quarter cent transportation sales tax measure. In FY 2011, AC Transit received $17.4
million.
Measure C/J – Measure C is Contra Costa County’s one-quarter cent transportation sales
tax measure. Measure J superseded Measure C in FY 2009.  In FY 2011, AC Transit
received $3.6 million.
RM-2 – AC Transit received approximately $12.9 million from RM-2 revenues in FY
2011, the third dollar on the state-owned bridges for operating services.
Other Operating Revenues include interest income, advertising, and other revenues. In
2011, other operating revenues totaled $13.6 million.

At the systemwide level, O&M costs (including the East Bay BRT LPA) are estimated at $354.6
million by 2015. Operating funding is estimated at $350.9 million, for a one percent O&M
revenue shortfall. AC Transit will address this minor shortfall through its annual budgeting
process as the agency works to balance its budget and through additional funding from existing
and new funding sources.
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8.2.3 Analysis of Results
The financial analysis demonstrates that AC Transit has funding commitments for a significant
share of the East Bay BRT non-Small Starts funding and additional farebox revenues and RM-2
funding dedicated to BRT operations can support the future O&M cost increase related to the
LPA Small Starts project. AC Transit is considering funding options, including borrowing, to
cover 16 percent of the project costs that remain uncommitted, which is reasonable at the current
stage of project development. Regional efforts to increase transportation funding are expected to
provide an opportunity for additional O&M revenues that will support AC Transit’s systemwide
operations.

Alternatively, the DOSL Alternative project could be implemented. Additional farebox revenues
and RM-2 funding dedicated to BRT operations can support the future O&M costs related to the
project. This approach also would help address any potential risks to the LPA funding plan, not
already identified. Such risks include:

Inflation of Small Starts Project Capital Costs Over Time – Construction costs for the
East  Bay  BRT  Project  have  been  converted  into  YOE  dollars  assuming  an  annual
inflation rate of 3.3 percent based on Engineering News-Record’s building cost index
(BCI).  A  higher  or  lower  rate  of  inflation  than  that  assumed  in  the  East  Bay  cost
estimates would impact the agency’s funding capacity.
Construction Cost Schedule – Delays and the extension of the construction schedule
would increase the capital costs of a project.
Increases in Project Capital Costs – Construction costs of the East Bay BRT Project are
subject to uncertainty due to a number of factors, such as unforeseen field conditions and
variations in unit costs.
Ridership and Fare Assumptions – Fare revenues are a function of ridership and
average  fare  assumptions.  Changes  to  any  of  these  assumptions  would  affect  passenger
revenues, impacting both the operating and capital plans.

8.2.4 Other Related Project Improvements
As noted above, the financial analysis was performed for the LPA project, and was conducted in
accordance with FTA requirements. Consistent with those requirements, the set of other related
project improvements cannot be included within the project and its capital cost that will be paid
for in part by FTA Section 5309 Small Starts funds.

As explained in more detail in Section 2.3.4, those other related project improvements are not
integral to the East Bay BRT project, but will be developed and paid for by the sponsoring
agencies  or  by  AC  Transit  on  their  behalf.   For  the  LPA,  the  estimated  cost  of  those  other
improvements is $35.4 million.  The costs of those improvements to be implemented in
conjunction with the DOSL Alternative is estimated at $29.7 million.
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8.3 Small Starts Rating
Each year the FTA prepares its annual report to Congress as a companion document to the
annual budget submitted by the President. The report documents recommendations for the
allocation of funds under Section 5309 of Title 49 of the United States Code. Federal law
requires that the annual report include the evaluation and rating of new or extended fixed-
guideway transit projects that are either progressing into the next phase of project development;
have experienced a significant change in scope, schedule, or budget; or are being recommended
for funding in the upcoming federal fiscal year. The FTA reviews the criteria results for each
candidate project and assigns a rating for each criterion. Based on criteria ratings, a candidate
project receives an overall rating of high, medium-high, medium, medium-low, or low. A project
must receive at least a medium rating to advance through the Small Starts process and receive
federal funds.

FTA requires that these most recent ratings be presented in environmental documentation, to
provide  local  stakeholders  with  information  on  whether  the  East  Bay  BRT  LPA  will  meet
thresholds for Small Starts funds. Updated information for the project was submitted to the FTA
in the fall of 2011, reflecting changes associated with the outcome of the LPA process. As
evidenced by the most recent rating of “High” for the overall project, including “Medium-High”
for project justification and “High” for local financial commitment, the project has met all
criteria needed to receive Small Starts funds in the future (Annual Report on Funding
Recommendations, Fiscal Year 2012 Capital Investment and Paul S. Sarbanes Transit in Parks
Programs, released February 2011; the fiscal year 2013 report incorporating 2011 updated
information is yet to be released).
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