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1. Authority and Purpose of Guidelines
The Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of 2006 (Bond Act), approved by the voters as Proposition 1B on November 7, 2006, includes a program of funding in the amount of $4 billion to be deposited in the Public Transportation Modernization, Improvement, and Service Enhancement Account (PTMISEA).  Of this amount, $3.6 billion in the PTMISEA is to be made available to project sponsors in California for allocation to eligible public transportation projects.

Funds will be appropriated to the State Controller’s Office (Controller) for allocation to eligible agencies. Senate Bill (SB) 88, Statutes of 2007 (added to Government Code (GC) as Sections 8879.55 and Section 8879.56) identified the California Department of Transportation (Department) as the administrative agency for the PTMISEA.  The FY 2008/09 Budget Trailer Bill, SB 1073, continues this process for one additional year, through June 30, 2009.  The Department is responsible to develop and approve guidelines that do the following:

a. Provide for the audit of project expenditures and outcomes.

b. Require that the useful life of the project be identified as part of the project nomination process.

c. Require that project nominations have project delivery milestones as applicable: start and completion dates for environmental clearance, design, right of way, construction, vehicle/equipment procurement, and project closeout.

These guidelines are intended to assist the project sponsor and the Department in verifying that the proposed project is consistent with the criteria established for the PTMISEA in the Bond Act and Statutes of 2007 and 2008.  The Budget Bill, AB 1781, also provides statutory provisions for the $350 million appropriated in fiscal year (FY) 2008-09 for this program.  In accordance with SB 1073, Statutes of 2008, the program will become inoperable on July 1, 2009.  The Department will revise these guidelines as necessary for the remainder of the funds to be appropriated for the PTMISEA in future fiscal years.

2. Program Intent
The PTMISEA is part of a comprehensive voter-approved transportation bond investment package designed to help advance important goals and policies, including protecting the environment and public health, conserving energy, reducing congestion, and providing alternative mobility and access choices for Californians.  Projects funded from the PTMISEA will help advance the State’s policy goals of providing mobility choices for all residents, reducing congestion, and protecting the environment.

Statutory Program Eligibility

3. Project Sponsors

“Project sponsor” is identified by the Controller and means:

a. A transit operator, including a rail transit, commuter rail, bus, or waterborne transit operator, eligible to receive an allocation of funds under the State Transit Assistance (STA) pursuant to Public Utilities Code (PUC) Sections 99314, or

b. A local agency, including a transportation planning agency, county transportation commission, or the San Diego Metropolitan Transit Development Board, eligible to receive an allocation of funds under the STA pursuant to PUC Section 99313.

“Recipient Agency” is the project sponsor that will act as the lead when multiple project sponsors agree to contribute their PTMISEA funds to a joint project.  The Recipient Agency will complete Table 1 of the Request form and the contributing project sponsors information is required in Table 2.

4. FY 2008-09 PTMISEA Share

The Controller identifies and develops the list of eligible project sponsors and the amount each is eligible to receive, based on calculations outlined in PUC Sections 99313 and 99314.  The Controller notifies project sponsors of their eligibility and funding level via an official letter annually.  Per Budget Bill AB 1781, the FY 2008-09 PTMISEA amount is available for allocation until June 30, 2010, and available for encumbrance and liquidation until June 30, 2014.
5. Eligible Projects
Eligible projects are transit capital projects (including a minimum operable segment of a project) for purposes of one of the following:

· Rehabilitation, safety, or modernization improvements.

· Capital service enhancements or expansions.

· New capital projects.

· Bus rapid transit improvements.

· Rolling stock procurement, rehabilitation, expansion or replacement.

To be eligible, projects must have a useful life not less than the required useful life for capital assets pursuant to the State General Obligation Bond Law, GC Section 16727 (a).  Projects must be consistent with the sponsor’s most recently adopted short-range transit plan or publicly adopted plan that programs or prioritizes funds for transit capital improvements, including a transportation improvement program or a certified board endorsement.

6. Project Full Funding Plan
The project sponsor must provide a funding plan that demonstrates the funds are expected to be reasonably available and sufficient to complete the project or a useable project segment.  Funding for a useable project segment can only be approved if the benefits associated with the segment are sufficient to meet the objectives of the PTMISEA.  The executive authority of an agency must sign the following statement on the cover sheet:

“This Request is subject to any additional restrictions, limitations or conditions that may be enacted by the State Legislature, including the State's budgetary process, which may affect the amount of bond proceeds received by the project sponsor now and in the future.  Project sponsors may need to consider alternative funding sources if bond proceeds are not available.  In the event the project cannot be completed as originally scoped, scheduled and estimated, or the project is terminated prior to completion, project sponsor shall, at its own expense, ensure that the project is in a safe and operable condition for the public.”

7. Authorized Agent

The executive authority of an agency is required to submit to the Department a signed and dated Authorized Agent form indicating whom has authority to act on behalf of their agency for submitting the required Project Description and Allocation Request (Request) form. 

Project Description and Allocation Request

8. Project Description and Allocation Request
Project sponsors shall submit to the Department a description of the proposed transit capital project or projects it intends to fund with PTMISEA for FY 2008-09, via the project Request form.  The Request form is provided in the attached Microsoft Excel-formatted Attachments A, A.1, and A.2.  The Request includes all of the following and serves as the basis for the Department’s review to verify the projects are consistent with the PTMISEA requirements:

· A summary of the proposed project, which shall include the benefit the project, intends to achieve.

· The useful life of the project.

· The estimated schedule for the completion of the project.

· The total cost of the proposed project, including the identification of all funding sources necessary for the project to be completed.

The project sponsor and/or the “recipient agency” must sign the Request.  A project sponsor becomes the “recipient agency” when more than one project sponsor is contributing to the project.  The contributing project sponsors must also sign the Request form and state the dollar amount contributed and whether the funds are provided in accordance with SB 1781, Statutes of 2008; or provide an official signed letter with this information.  If there are multiple contributing sponsors, each must submit an official signed letter stating the dollar amount.

Each table in the Request must be completed as follows:

· Table 1 – Project Sponsor/Recipient Agency Information:  If there is only one project sponsor, with no other sponsors contributing, complete Table 1 information accordingly, as the Project Sponsor.  If there are other contributing project sponsors, the agency receiving the funds from other project sponsors becomes the lead agency, or Recipient Agency.  In the case of multiple contributing project sponsors, the Recipient Agency completes this Table. 

· Table 2 – “Contributing Project Sponsor(s)” Information:  The Request must clearly identify the contributing PTMISEA-eligible sponsors and the amount of funds they are contributing and whether the funds are from the PTMISEA formula for GC Section 8879.55(a)(2) or GC Section 8879.55(a)(3). List PTMISEA Funds only, on this table.

· Table 3 – Project Category:  Select one category that best describes the project.

· Table 4 – Project Summary:  Describe the project (or minimum operable segment of a project), including:

The useful life of the project or asset, which shall not be less than the required useful life for capital assets pursuant to the State General Obligation Bond Law (Chapter 4 (commencing with GC Section 16720) of part 3 of Division 4 of Title 2), specifically subdivision (a) of GC Section 16727.  Rolling stock may be considered capital asset/equipment with a useful life of two years or more, but the project sponsor must state the intended useful life.

· Table 5 – Description of Major Benefits / Outcomes and Attachment A.1:  In this table summarize the public benefit, but also complete and submit Attachment A.1.  The major public benefit should be stated as a measurable statistical benefit shown as a percent.  The measurable benefit choices are provided in Attachment A.1.  More than one choice may be applicable.  This information will be available on the Governor’s Bond Accountability Website for the public to view. 

· Table 6 – Project Schedule and Milestones and Attachment A.2:  State the estimated start and completion dates for the project phases as applicable: start and completion dates for environmental clearance, design, right of away, construction, vehicle/equipment procurement, and project closeout.

· Attachment A.2 is the “Total Project Cost and Funding Plan” which also must be completed and submitted.  The funding plan must demonstrate the project is fully funded by identifying the sources of funding, including federal, local, private, and State money committed for the project.  The PTMISEA funds requested by each project sponsor cannot exceed the amount identified by the Controller.  (Section 6 above provides an additional explanation.)  If the project funding plan includes interest earned on PTMISEA funds, it will be listed as a separate funding source and included on this attachment.
The plan must show the funds will be encumbered and liquidated within four years of the allocation.  Encumbered means the project sponsor has entered into a contract for the phase of the project for which it receives an allocation. 

· Table 7 – Tax Compliance Information:  Respond to the questions as asked.  These questions replace the Tax Compliance Questionnaire usually required.
· Short Range Transit Plan

Projects must be consistent with the project sponsor’s most recently adopted short-range transit plan or other publicly adopted plan that programs or prioritizes funds for transit capital improvements, including the region’s transportation improvement program or a certified board endorsement.  Submit only the following information of your plan.

· Cover page

· Summary

· Adoption page

· Relevant project description

9. Request Submittal
The original signed hardcopy Request (including Attachments A.1, A.2, and the relevant sections of the publicly adopted plan) and any letter of verification from the regional entity, as applicable, must be mailed to:


Joan Musillani, PTMISEA Program Manager


California Department of Transportation


Division of Mass Transportation, MS #39


P.O. Box 942874


Sacramento, CA  94274-0001

You may e-mail a scanned version, but you must follow with a hard copy by mail.  The scanned version should be sent to:

 
Joan Musillani, PTMISEA Program Manager

                        Joan_Musillani@dot.ca.gov
                          (916) 654-9495

10. Project Eligibility Verification and Adoption

The Department will review the Requests and only approve projects that meet the requirements of PTMISEA as outlined above.  A minimal operable project segment will only be approved if the benefits are sufficient to meet the objectives of the PTMISEA.  Project sponsors are expected to have the financial capacity to maintain and operate the project services, as well as the financial and institutional ability to accept the legal liabilities and obligations for the duration of the project’s useful life.  These PTMISEA funds shall be spent consistent with the California Air Resources Board’s regulations governing transit equipment and emissions.

Upon approval, the Department will establish and adopt a list of the eligible projects and allocations by project sponsor that are ready to proceed within the following six-month period and submit the list to the Controller.  The Department will send written notification to the sponsors of the projects, including an accounting of the FY 2008-09 PTMISEA share remaining to be approved for other eligible projects.

11. Biannual Project Lists
For FY 2008-09 Requests can be made on a continuous basis up to the amount allocated for that year.  However, the Department only sends a list of all approved PTMISEA projects that are ready to proceed with the PTMISEA funded phase within the following six-month period to the Controller biannually.

A project sponsor eligible to receive an allocation in FY 2008-09 but which does not submit a project for funding must request its funding share in the following fiscal year, by June 31, 2010.  Eligible project sponsors not requesting funds in FY 2008-09 are required to submit a brief statement regarding the expected request date and project intention.  This information will be used in the Department’s reports to indicate the need for transit funds with a summary of reasons for deferral.

12. Allocations from the PTMISEA
After receiving the Department’s adopted PTMISEA list, the Controller will issue the warrant to the project sponsor up to the level of funding it is eligible to receive for the project. This means that a sponsor may request funds in advance of actually incurring the expense, if the Department has verified that the project is eligible.  Funds will be allocated based on project readiness as indicated in the submitted schedule.  To receive funds electronically, complete the form found at the website below and send it to the Controller: http://www.sco.ca.gov/ard/state/forms/fam34.pdf.

13. Eligible Bond Expenditures/Timely Use of Funds

Per statutes, costs allowable include costs incidentally but directly related to construction or acquisition as applicable: start and completion dates for environmental clearance,      design, right of way, construction, vehicle/equipment procurement, and project closeout.
The Department must verify that funds can be encumbered within two years of the allocation and expended within four years after encumbrance.

Project cost incurred prior to passage of the following Fiscal Year Budget Acts are not eligible expenditures for PTMISEA funds. Dates are: 

FY 2007-08:  August 24, 2007

FY 2008-09:  September 23, 2008
Project cost incurred after the passage of the following Fiscal Year Budget Act are eligible expenditures for PTMISEA funds. Dates are:
FY 2007-08:  August 24, 2007

FY 2008-09:  September 23, 2008
      14. Interest Earned

Interest must be used in the same manner as the principle so interest earned can only be used for approved PTMISEA Projects, in the following ways:

· If project cost exceeds the approved request, any interest earned can be applied to the project.  An approved Corrective Action Plan is required (form available from DMT staff).
· Interest remaining after project closeout must be applied to another approved PTMISEA project.

Surplus Funds
Funds remaining after project completion are considered surplus, shall be expended in     conformance with PTMISEA guidelines. A Project Description and Allocation Request is required.                                 
15. Changes to Scope of Work, Budget, or Schedule 

Prior approval is required to change a PTMISEA Project Allocation Request.  The following process applies:
· Contact the PTMISEA office to request a Corrective Action Plan form.

· Complete and return the PTMISEA Corrective Action Plan form.
· Your amended PTMISEA Project Completion Date must fall within the original approved timeline.

Accountability and Progress Reports

16. Project Accountability and Semi-Annual Reporting

Each project must meet the front-end, in-progress, and follow-up accountability requirements of the Governor’s Executive Order S-02-07, (E.O.) as found at: http://www.bondaccountability.ca.gov/Executive_Order/.

The Department will submit to the Department of Finance, the Controller, and the Treasurer a report that includes the project information taken from the Requests and subsequent adopted list.  The Department’s report will fulfill the E.O. front-end reporting requirement for the project sponsors.

GC Section 8879.50(f)(1) requires the project sponsor to report semi-annually on the activities and progress made on the project to the Department to ensure the projects and activities funded from bond proceeds are being executed in a timely fashion, within the scope and cost approved at the time of allocation, and are achieving the intended purposes.  You will be notified of the due dates for the reports.  The project sponsor must also notify the Department when the allocated funds have been encumbered.  These semiannual reports to the Department fulfill the E.O. in-progress reporting requirements for the project sponsors.  
If the project is expected to exceed the approved budget, the project sponsor shall provide a revised plan to the Department indicating how it will address the cost increase.  The project sponsor may either downscope the project or find an alternative funding source.  Unallocated FY 2007-08 and FY 2008-09 PTMISEA funds may be used as an alternative source.

The information from the Department’s reports will be available online, accessible through the Department of Finance website, allowing the public and officials to see how bond funds are being used.  The State Treasurer will prepare an annual executive summary of information on the bond projects and post it online, including any conclusions or recommendations to the Legislature or responsible department.

17. Project Audit and Follow-up Report

The annual audit of public transportation operators already required under the Transportation Development Act (TDA) pursuant to PUC 99245 shall be expanded to include verification of receipt and appropriate expenditure of bond funds in accordance with Statutes.  Each project sponsor receiving PTMISEA funds in a fiscal year for which an audit is conducted shall transmit a copy of the audit to the Department, and the Department shall make the audits available to the Legislature and the Controller.  The audit can fulfill the E.O. requirement for follow-up reporting. If the annual audit is conducted six months after the project becomes fully operational or has entered service and includes final costs compared to the original project budget, the project duration as compared to the project schedule at date of allocation, and performance outcomes achieved as compared to the outcomes described in the original application.
18. Commission’s Annual Report
The Department shall provide project information to the California Transportation Commission to include in its annual report.  The report shall include a summary of the PTMISEA project activities including the description and location, the amount of funds allocated to each project, progress made to date, and a description of the public benefits achieved.  This will also include a list of any projects that have been subject to an audit.

Other General Information

19. The estimated timeline for FY 2008-09, is below:

· Distribute revised guidelines
October 2008

· SCO calculates allocations
October 2008

· Project Sponsor submit Request to Department
November 2008

· Department releases adopted list to Controller
December 2008

· Controller allocates funds for first cycle
January 2009
· Second Project Cycle submittals to Department
April 2009

· Department releases adopted list to Controller
May 2009

· Controller allocates funds for second cycle 
June 2009
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