
Appendix A - Transit Formula
State Operating Assistance/Local Bus Operating - Total FY2009 CTF Funding:  $166,624,000

Under Section 10e, after the CTF meets it debt obligations and provides for administration of the fund, the first priority shall be “the payment of operating grants to eligible authorities and eligible governmental agencies.”   In Fiscal Year 2009, 82 percent of the CTF program appropriations were for the operating assistance program.

Distribution Method

Under Section 247.660e(4)(a) the CTF is required to share in the expenses of providing local transit services. The specific subsections in Section 10e(4)(a) that lay out the statutory formula are provided below.

i. “each eligible authority and eligible governmental agency which provides public transportation services in urbanized areas...with a Michigan population greater than 100,000 shall receive a grant of up to 50% of their eligible operating expenses as defined by the state transportation department.”
ii. “each eligible authority and eligible governmental agency which provides public transportation services in urbanized areas with a Michigan population less than or equal to 100,000 and nonurbanized areas ...shall receive a grant of up to 60% of their eligible operating expenses as defined by the state transportation department.” ..” in nonurbanized areas, eligible costs of services provided by water vehicle shall be reimbursed at not less than 50% of the portion of the costs not eligible for reimbursement by the federal government.”

iii. “Funds shall not be distributed … unless the eligible authority or eligible governmental agency provides or agrees to provide preferential fares for public transportation services to persons 65 years of age or over or persons with disabilities riding in off peak periods of service.” 

iv. “Eligible authorities and eligible governmental agencies shall not engage in charter service using vehicles, facilities, or equipment funded under this act except on an incidental basis”

v. “each eligible authority and eligible governmental agency shall receive a distribution … not less than the distribution received for eligible operating expenses for the fiscal year ending September 30, 1997.” “[if] the ratio between comprehensive transportation funds and local funds in the fiscal year ending September 30, 1989 [is] maintained for all fiscal years…” 
vi. Each eligible authority and eligible governmental agency...shall prepare and submit to the department a quarterly report of the progress made in carrying out its local transportation program  
vii. The department shall periodically adjust or redistribute comprehensive transportation funds previously distributed under this subdivision. 

Peer Groups

Act 51 establishes two “peer groups” based on population – agencies that serve urbanized areas with populations over 100,000 and agencies that serve urbanized areas and nonurbanized areas with populations under 100,000.  It also establishes different levels of assistance to each group.  While not specifically stated in Act 51, it is generally believed that larger urbanized areas have a greater capacity for generating local funds from property taxes due to land use density and from rider fares due to a greater density of passengers traveling shorter distances. The integrity of these two peer groups is maintained throughout the distribution process.  

Below is the list of current transit agencies that serve urbanized areas over 100,000 in population that may receive up to 50 percent of eligible expenses.   

These agencies are commonly referred to as the “50% group”
· Ann Arbor Transportation Authority

· Capital Area Transportation Authority (Lansing Area)

· Mass Transportation Authority (Flint Area)

· Interurban Transit Partnership (The Rapid) (Grand Rapids Area)

· Kalamazoo (city and county systems)

· Muskegon Area Transit System
· Detroit Area (Detroit Department of Transportation; Suburban Mobility Authority for Regional Transportation; Detroit Transportation Corporation)
Below is the list of current transit agencies that serve nonurbanized areas and urbanized areas under 100,000 population that may receive up to 60 percent of eligible expenses.  
These agencies are commonly referred to as the “60% group”
· Adrian, City of

· Allegan County Board of Commissioners 

· Alma, City of

· ALTRAN Transit Authority (Alger County)

· Ann Arbor Transportation Authority

· Antrim County Board of Commissioners

· Bay Metropolitan Transportation Authority Arenac

· Barry County Board of Commissioners

· Battle Creek, City of 

· Bay Area Transportation Authority (Traverse City Area)

· Bay Metropolitan Transportation Authority (Bay City Area)

· Belding, City of

· Benzie Transportation Authority

· Berrien County Board of Commissioners

· Big Rapids, City of

· Blue Water Area Transportation Commission

· Branch Area Transit Authority

· Buchanan, City of

· Cadillac/Wexford Transit Authority

· Capital Area Transportation Authority (Lansing Area)

· Caro Transit Authority

· Cass County Transportation Authority

· Charlevoix County Board of Commissioners

· Cheboygan County Board of Commissioners

· Clare County Board of Commissioners

· Clinton Area Transit System

· Crawford County Transportation Authority

· Delta Area Transit Authority

· Dowagiac, City of

· Eastern Upper Peninsula Transportation Authority Bus (Chippewa/Luce)

· Eaton County Transportation Authority

· Gladwin County Board of Commissioners

· Gogebic County Transit

· Greater Lapeer Transportation Authority

· Grand Haven, City of

· Greenville, City of

· Hancock, City of

· Hillsdale, City of

· Houghton, City of

· Huron County Board of Commissioners

· Interurban Transit Authority (Saugatuck Area)

· Interurban Transit Partnership (The Rapid) (Grand Rapids Area)

· Ionia, City of

· Iosco County Board of Commissioners

· Isabella County Transportation Commission

· Jackson Transportation Authority, City of

· Kalamazoo, City of

· Kalkaska Public Transit Authority

· Lenawee County Board of Commissioners

· Livingston County Board of Commissioners

· Ludington Mass Transportation Authority

· Macatawa Area Express Transportation Authority (Holland Area)

· Manistee County Board of Commissioners

· Marquette County Transit Authority

· Marshall, City of

· Mass Transportation Authority (Flint Area)

· Mecosta Osceola Transit Authority

· Midland, City of

· Midland County Board of Commissioners

· Niles, City of 

· Ogemaw County Board of Commissioners

· Ontonagon County Board of Commissioners

· Otsego County Board of Commissioners

· Roscommon County Transportation Authority

· Saginaw Transit Authority Regional Services

· Sanilac County Board of Commissioners

· Sault Ste. Marie, City of

· Schoolcraft County Board of Commissioners

· Shiawassee Area Transportation Agency

· Suburban Mobility Authority for Regional Transportation (Monroe County)

· St. Joseph County Transportation Authority

· Thunder Bay Transportation Authority

· Twin Cities Area Transportation Authority

· Van Buren County Board of Commissioners

· Yates Township (Lake County)

(Note: if an agency is listed under both groups, it is because they provide service in both urbanized and nonurbanized areas.   Their eligible expenses are allocated between the two Act 51 peer groups)


Below is the current list of nonurbanized Ferry Services that must receive 50 percent of their eligible expenses.  

· Eastern Upper Peninsula Transportation Authority Ferry (Chippewa/Luce)
· Beaver Island Transportation Authority

Determination of Annual Distribution Rates

While Act 51 has maximum distribution rates for each group (i.e. 50% and 60%) the amount appropriated for operating assistance has never been sufficient to meet these maximums.  Therefore MDOT must undertake a series of calculations each fiscal year to determine that year’s distribution rate for each of the two groups.  There are several steps in this process.

State operating assistance formula funds are paid out in “real time” with monthly payments based on the budget projections made by each local agency and the state funds appropriated for the fiscal year.  Budgets are prepared by transit agencies in adherence with the Revenue and Expense Manual published by MDOT.  The Revenue and Expense Manual defines the expenses which are eligible for consideration in determining the state’s share of operating expenses.  Each February eligible agencies and authorities use the Revenue and Expense Manual to prepare and submit to MDOT their eligible expenses for the upcoming fiscal year.  The document they submit to MDOT is called the “Operating Assistance Report” or OAR.  The eligible expenses reported on the OAR consist of administration, maintenance and operational costs of providing services.  Capital costs and costs reimbursed by project specific state and federal grants are not eligible for reimbursement by these formula funds.  MDOT reviews and approves each OAR.  

Once an appropriation amount is known, MDOT determines the distribution rates for both groups based on each agencies OAR budgeted (i.e., estimated) operating expenses.  The steps in determining the annual distribution rates are summarized below:

1. The total maximum statutory cap amount is calculated by multiplying each group’s eligible expenses by the maximum percentage reimbursement allowed by Act 51 (i.e., 60% and 50%) and adding the results together.  

2. Each group’s maximum statutory cap is divided by the total maximum statutory cap to calculate what percent of the appropriation each group should receive.  The appropriation is multiplied by this percent for each group to determine each group’s share of the available funds.  


The remaining steps are applied to each funding group individually and the calculations for one group do not impact the calculations or funding amount for the other group.

3. Each group’s share of the appropriation is divided by that groups total eligible expenses to come up with the percentage of the appropriation that will be distributed to each agency in that group.

4. The small urban/nonurban group is adjusted for provision in Act 51 that required ferry services to receive (exactly) 50% of their eligible expenses.  To make this adjustment, the amount needed for the provision is subtracted from this group’s distribution amount and the total eligible expenses for the ferry systems is subtracted from the group’s eligible expenses.  The distribution percentage for the group is re-calculated (i.e., repeat step 3) for the rest of the small urban/nonurban group.

5. The next adjustment is to account for those agencies within each group that are at their Act 51 “floor.”  The amount required to bring those agencies up to their required floor amounts of formula funding is subtracted from distribution amount for the group, and the eligible expenses for those agencies at their floor is subtracted from the total eligible expenses of the group.  The percentage for the group is re-calculated for those agencies in each group that are not at their floor (i.e., repeat step 3 for the non-floor agencies).

Once the distribution rates for each group are determined
, MDOT determines the monthly payment amount for each agency and makes payments throughout the fiscal year.  


Each agency is required to submit a reconciled OAR (based on an agency’s knowledge of actual financial activity compared to budget activity) 40 days after the end of the states’ fiscal year.  A financial audit certified by a CPA six months is due to MDOT after six months after the end of their fiscal year.  Formula funds are redistributed by repeating steps 1 through 5 once after all reconciled OARs have been received and approved, and again when all audits have been received and approved.  During both redistributions, a revised distribution rate is determined for each group.  The amount distributed to each member of a group changes when the distribution rate changes for the group as a whole.
 In other words, these re-distributions can alter the dollar amount distributed to an agency even if their expenses did not change from budget through audit.
�  In FY2010 the distribution rates are 25.7 percent for the “50% group” and 35 percent for the “60% group” 


� For example, in FY200X the distribution rates set as the beginning of the fiscal year were ….. and the distribution rates upon completion of the audit reconciliation were …..
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