COMMONWEALTH of VIRGINIA

THELMA D. DRAKE DEPARTMENT OF RAIL AND PUBLIC TRANSPORTATION (804) 786-4440
Director 600 EAST MAIN STREET, SUITE 2102 FAX (804) 225-3752
RICHMOND, VA 23219-2416 Virginia Relay Center

800-828-1120 (TDD)
November 14, 2013

Dear Legislator:
Re: CAPITAL FUNDING ALLOCATION METHODOLOGY - SB 1140

As part of the historic transportation funding initiative, the General Assembly asked that the
allocation processes for Mass Transit Trust funds be revamped. Attached to this letter please
find a summary presentation of the Transit Capital Funding Allocation Methodology as well as
the full report based on the work of the Transit Service Delivery Advisory Committee (TSDAC)
and the recommendations of the Director of the Department of Rail and Public Transportation
(DRPT).

The report is the result of several meetings of TSDAC, hours of discussion and a thorough
investigation of current and proposed funding models. The recommendations of the TSDAC and
DRPT will be presented by the Director of DRPT to the Commonwealth Transportation Board
(CTB) for their approval on December 4, 2013. This will allow the new capital allocation
process to be in place so that the transit community may prepare their applications for funding in
the FY 2015 Six Year Improvement Plan (SYIP).

The information included with this letter details the creation of tiers based on the significance of
the project item and an increase in state participation for the purchase of rolling stock for all
regions and all transit providers in the Commonwealth. A 4% minimum local contribution is
required. State participation in transit capital projects will be set at 68%, 34%, or 17%
depending on the type of asset that is funded.

The TSDAC and the Department worked cooperatively throughout the process and almost all
decisions regarding the new capital allocation methodology were made with unanimous support.
The one significant disagreement in the process that could not be resolved relates to whether
state funding percentages are applied to a base of the total cost of the project or the total cost less
any federal funding for the project. Because HB2313 provides an additional $15.8M in capital
funds, all regions of the state will receive additional funding. The opinion of the two dissenting
TSDAC members on this subject is included in the attachments to this letter.
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The disagreement involves the belief that the Northern Virginia (NOVA) region will be required
to contribute additional local match for projects. Again, all regions will receive additional state
funding. The local share of the NOVA region is increasing as a percentage of the total cost of a
capital project because the NOVA district is increasing its total capital projects dollar value by
an average of 37% over the next 5 years AND the federal and state funding sources do not
increase anywhere close to this rate during that timeframe. Therefore, the local share must
increase to pay for this rapid expansion of capital spending. In fact, if all of the state capital
funds including the new revenues were provided to the NOVA district in FY 2015 through
FY 2017, the state would still have to come up with an additional $40 million to allow the local
share of NOVA capital projects to remain at the 25% historical level.

A hold harmless provision was debated by TSDAC to try to ease concerns of any perceived
negative impacts. Historically, the Northern Virginia region had received about 82% of the state
capital funding. The projection for the next five years done by the TSDAC shows that the
Northern Virginia region will receive 92.5% under the total cost approach or 94.1% under the
cost less federal revenue approach. This analysis showed that the NOVA region is receiving the
majority of the new funding and significantly more than their historical share. Therefore,
concerns of a loss appear to be unfounded. That said, DRPT and the TSDAC did agree to review
the results of implementing this new methodology next summer to determine if a hold harmless
provision is necessary. If DRPT determines an adjustment is necessary, we will present that
information to the CTB for their consideration.

If you would like additional information please contact me at Thelma.drake@drpt.virginia.gov or
804-371-4866. | am happy to meet with you to explain the process and the conclusions made by
DRPT.

Sincerely,

/L

Thelma Drake
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