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I T/?9NSIT Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: Planning Committee 

AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Potential Funding Through the State Cap and Trade Program 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

15-065 
February 11, 2015 

Consider receiving a report on potential funding for District projects and programs through the 
State's Cap and Trade program. 

EXECUTIVE SUMMARY: 

The Fiscal Year 2014-15 State Budget appropriated $832 million in statewide Cap and Trade 
funding. SB 862 established a long-term funding framework and programmatic categories for 
Cap and Trade funding. There are four funding programs within the programmatic categories 
that offer potential funding for District projects and programs: 1) Affordable Housing and 
Sustainable Communities, 2) Low Carbon Transit Operations, 3) Transit and Intercity Rail Capital, 
and 4) Low Carbon Transportation. Each one of the programs is being managed by separate 
state agencies under separate guidelines and schedules. Staff will return to the Board with 
requests for authorization to submit applications for the various programs over the next few 
months. The purpose of this report is to provide an overview of the programs, amounts of 
funding available, schedules, and possible District projects. 

BUDGETARY/FISCALIMPACT: 

There is no direct fiscal impact as this is an informational report, although the report discusses a 
funding program with direct fiscal impacts for the District. 

BACKGROUND/RATIONALE: 

The Fiscal Year 2014-15 State Budget appropriated $832 million in statewide Cap and Trade 
funding. SB 862 established a long-term funding framework and programmatic categories for 
Cap and Trade funding. The programmatic categories are detailed in Attachment 1. There are 
four funding programs within the programmatic categories that offer potential funding for 
District projects and programs: 1) Affordable Housing and Sustainable Communities, 2) Low 
Carbon Transit Operations, 3) Transit and Intercity Rail Capital, and 4) Low Carbon 
Transportation. Cap and Trade will be an ongoing state funding program that will vary in size 
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based on Cap and Trade auction revenues in a given fiscal year. The Fiscal Year 2015-16 
Governor's Budget proposed $1 billion in Cap and Trade expenditures. 

Disadvantaged Communities 

One of key priorities of the Cap and Trade program is investment in disadvantaged 
communities. SB 535 requires that the state invest at least 10 percent of the auction proceeds 
within disadvantaged communities and at least 25 percent of the auction proceeds on projects 
and programs that benefit disadvantaged communities. CaiEPA has defined disadvantaged 
communities as the top 25 percent of census tracts that receive the highest scores in the 
CaiEnviroScreen 2.0 modeling tool. Attachment 2 shows the disadvantaged communities in the 
District's service area. Each of the programs has a different threshold percentage of funds that 
benefit disadvantaged communities. 

Low Carbon Transit Operations Program (LCTOP) 

The LCTOP was created to provide operating and capital assistance for transit agencies to 
reduce greenhouse gas emissions and improve mobility, with a priority on serving 
disadvantaged communities. This will be an ongoing program that will receive 5 percent of all 
Cap and Trade funds on an annual basis. There is $25 million available statewide for Fiscal Year 
2014-15 and the program will be administered as an annual formula program, rather than a 
competitive program. The funding distribution is done through the State Transit Assistance 
formula. The District expects to receive $573,227 in Fiscal Year 2014-15, or 2.3 percent of the 
overall program. Initial projections for the Fiscal Year 2015-16 program show $50 million 
available statewide, which means the District could receive approximately $1.15 million. There 
is a population-share component to this program that the Metropolitan Transportation 
Commission (MTC) administers. District staff is working with MTC to ensure that the District 
receives funding through this segment of the program. 

Caltrans published program guidelines on December 19, 2014. According to the guidelines, 
approved projects in LCTOP will support new or expanded bus or rail services, expand 
intermodal transit facilities, and may include equipment acquisition, fueling, maintenance and 
other costs to operate those services or facilities, with each project reducing greenhouse gas 
emissions. For agencies whose service area includes disadvantaged communities (as defined by 
CaiEPA), at least 50 percent of total funds received shall be expended on projects that will 
benefit disadvantaged communities. 

Caltrans created a two-part allocation process for Fiscal Year 2014-15. For agencies requesting 
25 percent of their funding by April 2015 and 75 percent by June 2015, applications were due 
February 2, 2015. For agencies that request 100 percent by June 2015, applications are due 
April 15, 2015. District staff intends to return to the Board with a request to authorize an 
application for LCTOP funds at the February 28, 2015 meeting. Staff is still considering several 
possibilities for FY 2015 funding, including construction funding for the re-opening of the 
Richmond Division (D3) or planned bus fleet expansion projects. Both capital and operating 
needs are being considered for future funding rounds. 
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Transit and Intercity Rail Capital Program (TIRCP) 

The TIRCP was created to fund capital improvements and operational investments that will 
modernize California's transit systems and intercity, commuter, and urban rail systems to 
reduce emissions of greenhouse gases by reducing vehicle miles traveled. TIRCP will be an 
ongoing program that will receive 10 percent of all Cap and Trade funds on an annual basis. 
There is $25 million available statewide for Fiscal Year 2014-15 and the program will be 
administered as a competitive statewide call for projects. At least 25 percent of total funds 
received shall be expended on projects that will benefit disadvantaged communities. 

Caltrans published draft guidelines on December 3, 2014 and planned to adopt final guidelines 
on February 6, 2015. The guidelines had a clear focus on rail projects, but bus rapid transit and 
other bus transit investments to increase ridership and reduce greenhouse gas emissions are 
eligible projects. One of the key issues the District and regional partners sought to address in 
comments to Caltrans was to make it clear that bus operators are an eligible applicant for these 
funds. 

A formal call for projects was planned for release in early February and applications are due to 
Caltrans on April 10, 2015. District staff intends to return to the Board with a request to 
authorize an application for TIRCP funds at the March 25, 2015 meeting. Staff is still considering 
several possibilities for FY 2015 funding, including the re-opening of the Richmond Division 
(D3), bus expansion, expansion of the zero emission bus fleet, or enhancements to the East Bay 
BRT, Line 97 or Line 51 projects. 

Affordable Housing and Sustainable Communities Program (AHSC) 

The AHSC was created to fund projects that reduce greenhouse gas emissions (GHGs) by 
creating more compact, infill development patterns, integrating affordable housing, 
encouraging active transportation and mass transit usage, and protecting agricultural land from 
sprawl development. AHSC will be an ongoing program that will receive 20 percent of all Cap 
and Trade funds on an annual basis. There is $130 million available statewide for Fiscal Year 
2014-15 and the program will be administered as a competitive statewide call for projects, with 
50 percent of the program to be used for affordable housing and 50 percent to be spent in 
disadvantaged communities. 

The Strategic Growth Council (SGC) adopted final guidelines on January 20, 2015. The guidelines 
are quite complex and have two types of projects: 1) Transit Oriented Development (TOD), and 
2) Integrated Connectivity Project (ICP). TOD projects will receive 40 percent of the funding and 
must be served by Qualifying High Quality Transit. ICP projects will receive 30 percent of the 
funding and cannot be served by Qualifying High Quality Transit. The remaining 30 percent of 
funding will be flexed between the categories based on project scores, and need to meet the 
affordable housing and disadvantaged community policy goals. Qualifying High Quality Transit 
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is defined as a service that has a peak period headway of 15 minutes or less and meets other 
rapid transit features (e.g., transit priority signals, rapid service model). 

TOD projects are required to have two elements: 1) Affordable Housing or Housing-Related 
Infrastructure, and 2) Transportation-Related Infrastructure. ICP projects are also required to 
have two elements: 1) Affordable Housing, Housing-Related Infrastructure, Transportation
Related Infrastructure, and 2) any of the elements in the first category or a programmatic 
element like Active Transportation Programs, Transit Ridership Programs, or Criteria Air 
Pollutant Reduction Programs. Eligible project sponsors include government entities and 
developers. Coordination with jurisdictions that are sponsoring affordable housing projects in 
disadvantaged communities in the District's service area is a key for success in this program. 
District staff will reach out to all jurisdictions in the service area to determine if there is a 
possible partnership on an AHSC application. 

A formal call for projects is planned for release on January 30, 2015 Due to the complexity of 
the program, the SGC plans to hold statewide workshops for potential project sponsors to 
review the guidelines. The Oakland workshop is planned for February 11, 2015. The program 
requires that potential applicants submit a concept proposal to the SGC by February 19, 2015. If 
the concept proposal is approved, SGC will ask the applicant to submit a full application by April 
15, 2015. Due to the timing and complexity of the program and the need to attend the 
workshop on February 11, 2015, District staff will report verbally on any potential concept 
proposals along with this report. If the concept proposal is accepted, staff will return to the 
Board with a request to authorize a full application for AHSC funds at the March 25, 2015 
meeting. 

Low Carbon Transportation Program 

The Low Carbon Transportation Program was created to accelerate the transition to low carbon 
freight and passenger transportation, with a priority for disadvantaged communities. LCTP will 
not necessarily be an ongoing program. There is $200 million available statewide for Fiscal Year 
2014-15 and the program will be administered through competitive statewide calls for projects, 
with 25 percent of the funding to be spent in disadvantaged communities. 

Because the goals of this program are consistent with the established objectives of the 
California Air Resources Board's (CARB) Air Quality Improvement Program (AQIP), and because 
of the past success of the AQIP program structure, CARB staff combined the two funding 
sources (AQIP and Low Carbon Transportation Investments) into one funding plan for Fiscal 
Year 2014-15. In June 2014, CARB adopted its final guidelines for the Fiscal Year 2014-15 AQIP 
and Low Carbon Transportation program. The key programs for the District in Fiscal Year 2014-
15 are the Light-Duty Pilot Projects in Disadvantaged Communities, Heavy Duty Vehicle 
Investment Program, and the Zero-Emission Truck and Bus Pilots. 

The Light-Duty Pilot Projects in Disadvantaged Communities provides $3 million for rebates to 
government fleets in disadvantaged communities to purchase or lease a battery ($10,000 
rebate), fuel cell ($15,000 rebate), or plug-in hybrid electric vehicle ($5,250 rebate). The Heavy 
Duty Vehicle Investment Program proposes $10- $15 million to fund a first-come, first-served 



177

Report No. 15-065 
Page 5 of 5 

voucher program to assist in the purchase of zero-emission and hybrid heavy duty vehicles. The 
Zero-Emission Truck and Bus Pilots program proposes $20 - $25 million to fund the 
implementation of zero-emission fleets within disadvantaged communities. 

CARB plans to release at least the Zero-Emission Truck and Bus Pilot program call for projects in 
the next couple months. District staff will return to the Board with a request to authorize an 
application for one or all of these programs at the appropriate time. 

ADVANTAGES/DISADVANTAGES: 

There are no advantages or disadvantages to accepting this informational report. 

ALTERNATIVES ANALYSIS: 

There are no alternatives as this is an information report. Alternatives for Board action will be 
considered in a follow-up staff report. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

There are no prior relevant Board actions/policies. 

Department Head Approval: 

Reviewed by: 
Prepared by: 

ATTACHMENTS: 

James D. Pachan, Interim Chief Financial Officer 

Chris Andrichak, Acting Manager, Capital Planning & Grants 
Ben Stupka, Senior Capital Planning Specialist 

1: Cap and Trade Programmatic Categories 

2: Disadvantaged Communities in the District Service Area 
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Cap and Trade Programmatic Categories 

Program State Department 2014-15 
Funding 

($ millions) 

Low Carbon Transit Operations Program Caltrans $25 

Transit and Intercity Rail Capital Program Caltrans $25 

Affordable Housing and Sustainable Strategic Growth 
$130 

Communities Program Council 

Low Carbon Transportation Program Air Resources Board $200 

High Speed Rail 
High Speed Rail 

$250 
Authority 

Energy Efficiency 
Department of 

Upgrades/Weatherization 
Community Services $75 
and Development 

Energy Efficiency for Public Buildings Energy Commission $20 

Agricultural Energy and Operational Department of Food 
$15 

Efficiency and Agriculture 

Wetlands and Watershed Restoration 
Department of Fish 

$25 
and Wildlife 

Fire Prevention and Urban Forestry 
Department of 
Forestry and Fire $42 

Projects 
Protection 

Waste Diversion Cal Recycle $25 

Total $832 
Shaded rows ore the key Cap and Trade programs d1scussed m the staff report. 

SR 15-065 
Attachment 1 

%of 
Ongoing 
Funding 

5% 

10% 

20% 

n/a 

25% 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 
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