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Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: AC Transit Board of Directors 

FROM: Michael A. Hursh, General Manager 

SUBJECT: State Transit Assistance Funding 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

16-147 
June 22, 2016 

Consider receiving report on State Transit Assistance (STA}, including how it affects the District, 
the prior State Controller's regulations, new State Controller's regulations, and how recent 
changes affect AC Transit. 

BACKGROUND/RATIONALE: 

The State Transit Assistance (STA} fund was created in 1979 to provide a second source of 
Transportation Development Act (TDA) funding for transportation planning and mass 
transportation purposes as specified by the Legislature. 

STA funds are generated by the sales tax on diesel fuel, and the amount of money available for 
transit agencies varies year-to-year based on the ups and downs of diesel prices. The sales-tax 
based revenues are also referred to as Public Transit Account (PTA) and Fuel Tax Swap 

Revenues. The Fuel Tax Swap provisions, enacted in 2010 and last amended in 2011, provide 
for a combination of raising the sales tax rate applicable to sales of diesel fuel and 
simultaneously lowering the state excise tax. The Board of Equalization (BOE) is required to 
adjust the excise tax rates for both motor vehicle fuel and diesel fuel annually so that the total 
amount of tax revenue generated is equal to what would have been generated had the sales 
and use tax and excise tax rates remained unchanged. 

The State splits the STA program into two components: 

• Population-based share: The region's Transportation Planning Agency (TPA}, the 
Metropolitan Transportation Commission (MTC), receives STA based on the region's 
share of the population as defined by Public Utilities Code Section 99314. MTC's policy 
for use of the population share is in its Resolution 3837, which specifies that the funding 
goes to small and northern county operators, regional paratransit, the Lifeline program, 
regional transit connectivity and signage programs, 511, a transit emergency service 
fund, and Clipper. 

• Revenue-based share: The State allocates fund s to transit operators based on their 
revenue as defined by the Public Utilities Code Section 99313. 
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The chart below illustrates the allocation of STA revenues: 
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Each year public transit agencies that believe they qualify for STA provide information to the 
State Controller's Office (SCO) on operating costs, fare revenue, and other revenues. Based on 
fares and qualifying revenues, SCO determines the revenue share that each operator is entitled 
to. The revenue shares go directly to agencies from the state, and the population share goes to 
the regional Transportation Planning Agency (TPA} to distribute and/or use for eligible public 
transit expenses. The TPA for this region is Metropolitan Transportation Commission (MTC}. 

The following table shows the kinds of STA funding that the District receives regularly with the 
FY 2016 allocation amount. The first item is the District's direct revenue share, and the others 
come from the region's population share. Most of the funding comes on a yearly basis, except 
for the Lifeline Program which is normally programmed in three year cycles. STA funds that 
come to the District through the Lifeline Program have funded both operating and capital 
projects in the past, but the most recent Cycle 4 Program STA funding was only for operating. 

Purpose Amount 

Revenue Share - General Fund $8,045,389 

Alameda County Paratransit $956,339 

Contra Costa County Paratransit $247,943 

Regional Coordination -Transit Information Displays $239,000 

Lifeline Operating (FY 2015-16 portion of Cycle 4 Awards) $2,571,723 

$12,060,394 

The funding in the table above represents 3 percent of the District' s total FY 2015-16 mid-year 
revenues of $394.8 million. 
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Declining Funding 

Low and sustained diesel fuel prices have had a dramatic impact to the amount of STA revenues 
the District receives. STA revenues have declined by 20 percent in the last four years. The table 
below shows the trend of STA revenues (revenue share only) received by the District since FY 
2012-13. 
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SCO Changes 

The major change in the STA program that arose in this past year is the SCO's change in how 
they count revenues and distribute the funding. Until the recent changes, STA funding was only 
available to agencies that also received TOA Article 4 funds, which go to public transit 
operators. 

The SCO was prompted by two separate entities in Southern California, including the City of 
Needles, to relook at the definitions for eligibility because SCO did not receive STA allocations 
even though they filed a financial report and were legitimate public operators. There is some 
ambiguity in the STA statutes on who is eligible to receive STA funds and what revenues qualify, 
mainly as a result of STA regulations being mixed in with TOA regulations in statute. The SCO 
took a fresh look at the statutes and came up with a new methodology for counting revenue 
and determining distributions. Unfortunately, SCO did not discuss the changes or their process 
with anyone while they undertook the changes, and even afterwards were not initially 
forthcoming on how or why they went about it. The changes SCO made only applied to the 
revenue share of STA funds and are summarized as follows: 

• All entities are included for the revenue basis calculations instead of just the TOA Article 
4 operators. 

• Only strictly qualifying revenues are counted versus what had previously been a 
formula-based calculation . 
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• SCO will only give out revenue shares at the regional level. It is now up to the regional 
TPA to determine the specific agency shares. 

• The Altamont Commuter Express and Southern California Regional Rail Authority are 
now considered as TPAs instead of operators since they both cross existing TPA 
boundaries. 

The outcome of these changes is that many more entities are included in the new revenue basis 
calculations and consequently also possibly eligible for STA funding. By allowing allocation of 
the STA revenue share to any entity that submits an annual financial transaction report and not 
just TDA Article 4 operators, the number of eligible transit operators increased from about 150 
to 250. These new potential claimants consist of van pools, paratransit providers, and some 
legitimate public transit operators. There are many potential pitfalls to this change, such as 
corporate shuttles possibly becoming eligible for STA funds if they file a financial report. The 
decision to leave the specific revenue distribution amounts per agency to the TPAs also caused 
confusion, since the TPAs were not involved in the process and were unsure of how to proceed 
in determining the specific agency revenue share allocations. 

For this region, MTC attempted a preliminary revenue share projection based on the new SCO 
revenue basis methodology earlier in the year. The major change in the region compared to 
prior year distributions was that the San Francisco Metropolitan Transportation Agency 
(SFMTA) share dropped by approximately 10 percent and the Santa Clara Valley Transportation 
Agency (VTA) share increased by nearly the same. All other operators saw minor changes up or 
down, with the District's share going up slightly (0.2 percent). Since MTC was not initially sure if 
the newly added entities were legally eligible to receive STA revenue share distributions, it 
calculated their share but assumed they would have to withhold th~m until they could get 
clarity on eligibility. MTC has since replaced this projection with a revised one using the older 
formulas based on assumption that the budget trailer bill language described in the next 
section will pass. 

The Path Forward 

State transit agencies and operators have been working with the California Transit Association 
(CTA) to express their concerns about the unintended and potentially negative consequences 
the administrative changes will have on their STA allocation. CTA's members and the Executive 
Committee have worked to develop short and long-term solutions to address these concerns. 
Earlier this year, they introduced a bill - tied to the 2016-17 State Budget - that would put a 
freeze on the changes implemented by the SCO on how the revenue portion of STA funds are 
allocated. The language would direct the SCO to allocate the remaining FY 2015-16 funds and 
all of the FY 2016-17 and FY 2017-18 funds pursuant to the formula used to allocate the STA 
revenue funds in FY 2014-15. Both the Senate and Assembly budgets include budget trailer bill 
placeholder language that takes the first step in addressing changes the SCO made in allocating 
the revenue portion of STA funds. With the inclusion ofthis language in the trailer bill, MTC has 
revised its STA funding projections using the FY 2014-15 formulas. 

Last month, CTA convened a STA Task Force comprised of member agencies to work on a 
legislative solution that can potentially lead to statutory changes next year. The STA Task Force 
developed four principles to guide any future action. They are: 
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1. Preserve status quo for distribution of LTF funds and any TDA requirements not related 
directly to the STA program. 

2. Clarify to which entities transportation planning agencies may directly allocate STA 
program funds, i.e. need to define STA-eligible transit "operator." 

3. Clarify what "revenue" can be reported to the SCO by transit operators for purposes of 
the SCO calculating PUC 99314 revenue shares for STA-eligible transit operators. 

4. Supplement a statutory approach with an educational element, wherein the SCO and 
Caltrans Division of Mass Transportation (DMT), in collaboration with the California 
Transit Association and California Association for Coordinated Transportation (CalACT), 
provide information to regional agencies and transit operators clarifying the new 
requirements and definitions. 

CTA's Executive Committee recently endorsed these principals. CTA is planning to schedule a 
follow-up meeting with the STA Task Force and representatives from the State Controller's 
Office, Caltrans DMT, and/or Cal ACT, to further discuss refinement of the proposal and develop 
consensus. 

BUDGETARY/FISCAL IMPACT: 

There are no direct fiscal impacts from this report. 

ADVANTAGES/DISADVANTAGES: 

There are no advantages or disadvantages to receiving the report. 

ALTERNATIVES ANALYSIS: 

The report does not present a course of action with viable alternatives. 

PRIOR RELEVANT BOARD ACTION/POLICIES: 

None 

Attachments: 

None 

Approved by: Claudia L. Allen, Chief Financial Officer 

Reviewed by: Denise C. Standridge, General Counsel 
Beverly Greene, Director of Legislative Affairs & Community Relations 

Prepared by: Chris Andrichak, Manager, Capital Planning & Grants 
Donald Eckert, Director of Management and Budget 
Estee Sepulveda, External Affairs Representative 




