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At its March 2016 meeting, Metro Board members Solis, Najarian, Fasana and
Kuehl introduced a motion that, among other items, directed the Chief Executive
Officer (CEO) to commission an independent study of the SCRRA Joint Exercise
of Powers Agreement along with the cost and revenue allocation formu las to
ensure a balance of both the costs as well as benefits to each member, and to
address the Metro Board's concern that representation on the SCRRA Board is
not commensurate with Metro's contribution to the ag ency. (ATIACHMENT A)
Subsequently, at its meeting in November 2016, in anticipation of the receipt of
the consultant study, Metro Board members Antonovich and Najarian introduced
a motion that authorized Metro's CEO to negotiate formula revisions with the
SCRRA and Member Agency CEOs and to affirm the Board's earlier direction.
(ATIACHMENT B)
The consultant stud y (ATIACHMENT C) has been received and this report
summarizes those findings .
BACKGROUND

The Southern California Regional Rail Authority (SCRRA) is a Joint Powers
Authority (JPA) that operates the Metro link commuter rai l system on behalf of its
member agencies including Metro, the Ventura County Transportation
Commission, the Orange County Transportation Authority, the Riverside County
Transportation Commission and the San Bernardino County Transportation
Authority.
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In order to determine the financial contributions of each of its members, the
SCRRA uses a series of formulas that allocate expenses and revenues among
the members to calculate the corresponding Member Agency subsidies. The
current formula structure has been in place since FY2008.
As part of the discussions among the CEOs, the Member Agencies agreed to
fund the SCRRA's retention of a consultant, independent of any particular
member agency, to: (1) conduct a review of the formula variables and their
application; (2) provide an evaluation of the strengths and weaknesses and to
determine whether the allocation methodologies currently used are fair and
equitable; and (3) provide an independent recommendation(s), if warranted, of
changes to the underlying cost allocation formulas including variable
identification and their application.
Results of the Consultant Study
The consultant divided the reported results into 3 distinct components:
1. A comprehensive survey to identify the issues, concerns, and objectives of
each of the members with respect to the current methods of allocating
Operating and Capital contribution requirements.
2. An analysis of the cost/revenue allocation methodologies of 9 other multi
jurisdiction commuter rail operators to inform the development of a best
practices approach.
3. A series of recommendations based on their understanding of the
feedback and information received in items 1 and 2 above.
Survey Feedback
The reported survey results accurately reflected the Metro Board's concerns
regarding the current allocation including:
•
•

"The current focus on easily measured cost variables do not reflect a balanced approach to the
value of the system to the Member Agencies"; and
"Access to the system, origination of riders, benefits to the constituents of each Member Agency,
and other factors should be given a larger weight in the overall composition in the assignment of
costs and revenues".

They also highlighted Metro's concern that:
•

"Their representation on the Board is significantly smaller than the share of SCRRA's funding that
they provide. They would like to see a greater relationship between Board representation and
funding levels."

The summary of overall survey results, in key respects, largely mirrored Metro's
concerns. Among the results, the consultant found that:
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•

•

"Factors that received support from most of the agencies were the agency's decisions on
service, service available to customers of each agency, the service consumed by
customers originating from an agency, boardings in an agency's service area, and having
an allocation similar to that for revenue."; and
Furthermore, the surveys and interviews suggest that the Member Agencies may
support an allocation formula that places a greater emphasis on the benefits received by
each agency."

11

Review of Peer Agencies
After review of 9 other commuter rail operators (including hybrid commuter
rail/heavy rail operations), the consultant compiled the following commonalities
across properties to develop a pattern of best practices:

Best Practices - Operating Allocations
•

•

•

First, allocations are almost always simple. They are generally focused on the net subsidy
required, with no separate allocations of costs and revenues, fewer separate allocations for
different types of costs.
Second, most allocations include a consideration of benefits, and some are based primarily or
entirely on benefits. Benefits include ridership or boardings by station (SEPTA), ridership by
origin (WMATA and VRE), and the population served (WMATA, VRE and SEPTA). Many
of these also do include some consideration of the location of assets or the level of service
(WMATA, SEPTA, NY MTA and MBTA). This together with the first point above result in
agencies considering an allocation to be equitable if their share of costs is similar to their
long-term share of what they consider to be the benefits.
Finally, operating allocations include the costs of maintaining assets. Only the costs of
upgrades and extensions, as well as major replacement equipment such as replacement train
cars, are considered part of the capital budget.

Best Practices - Capital Allocations
•

•
•

As stated above, in most cases operating allocations include the costs of maintaining assets.
Only the costs of upgrades and extensions, as well as major replacement equipment such as
replacement train cars, are considered part of the capital budget.
Second, while system extensions are rare, the best practice appears to be making the funding
of the extension the responsibility of the local governments served by the extension. This is
the same allocation as provided for by the Principles Agreement adopted by SCRRA's Board.
Third, capital projects that provide a systemic improvement, like Positive Train Control, are
commonly funded by all participating jurisdictions. When the allocations are not set by
statute, the allocations are generally the same as, or similar to, the allocations for operating
expenses. This appears to reflect a concept that these costs are part of the cost of having an
up-to-date system in good repair, the same as preventive maintenance costs.

Findings
After review of the current practices of allocating costs and the underlying
formulaic methods to implement those allocations, the consultant made the
following observations:
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Capital Allocations:
•

•

The practices set forth in the February 2015 Principles for SCRRA Member Agency Capital
Project Cost Allocation are generally agreeable to all of the Member Agencies and are consistent
with the best practices of other transit agencies.
We recommend that no change be made to the majority of these allocations.

Operating Allocations
•

•

We have found the Metrolink operating allocations to be complex, confusing and difficult to
administer. SCRRA and its Member Agencies have used several different formulas since
beginning operating service in 1992. Each formula, including the current formula, has been
implemented primarily in an effort to ensure that all of the agencies paid a fair share of the
operating costs.
We have concluded that the allocations are more complex than is needed to achieve this objective.

Study Recommendations
Over the course of the engagement, the consultants proposed a series of
potential alternative formula structures for review by a working group comprised
of Member Agency and SCRRA staff.
As anticipated, each cost allocation alternative that reduced the current mileage
based emphasis and introduced, or increased, the weighted contribution of
elements of benefits resulted in an overall decrease in the required Metro
contribution.
However, once the practical impacts of each alternative became apparent,
objections to change were voiced by the other member agencies who continued
to support the current allocation methods.
In reference to the working group meetings, the consultant reported that:
"During these meetings, no consensus was reached by the members of the Working Group
regarding any changes to SCRRA's allocation methodology. These recommendations
therefore represent the opinions of the consultants. In our professional judgment these
recommended actions would improve the current allocation process by addressing the
primary goals of fairness, equity and simplicity."

The consultant has made 4 recommendations:
Capital
1. Update the "All-Share" formula, used for systemwide capital expenses,
with current data.
2. Develop a policy that reflects potential changes to Member Agency
funding on a capital project if a member should perform advance work that
reduces the SCRRA costs of a project.
Operating
3. Revise how new service is integrated within the base formulas
Metrolink Funding Formulas

4

4. Create a published index that more clearly defines how individual cost
elements are allocated to the Member Agencies
Staff believes the recommendations above, if implemented, will have a minimal
effect on the current Metro contribution to Metrolink. Recommendations 1 and 3
will likely have offsetting impacts to Metro, recommendation 2 currently has no
applicability, and 4 is administrative in nature.

NEXT STEPS
In the absence of material recommendations from the consultant, staff is
preparing a series of recommendations within the 10 year budget plan for CEO
consideration.

Attachment A - March 2016 Board Motion
Attachment B - November 2016 Board Motion
Attachment C - Southern California Regional Rail Authority Budget Allocation
Assessment Final Report
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ATTACHMENT A
Metro
�Metrd

Board Report

FIie #:2016-0272, FIie Type:lnformatlonal Report

Los Angeles County
Metrcpontan TransportaUon
Aulhorfty
One Gateway Plaza
3rd Floor Board Room
Los Angeles, CA

Agenda Number.
REGULAR BOARD MEETING
MARCH 24, 2016

Motion by:
DIRECTORS SOLIS, NAJARIAN, FASANA AND KUEHL
Related to Item 40 - Equitable Governance on the Southern California Regional Rail Authority

WE THEREFORE MOVE that the Board direct the CEO to return to the Board within 60 days with an
update on the following:
A. Dissolve the Ad-Hoc Regional Rail Committee but continue to provide ongoing updates bi
mo11thfy or as neede� to the Finance, Budget and Audit Committee and/or other committees
as requested and appropriate; and
8. Commission an Independent study of the SCRRA Joint Exercise of Pow�rs Agreement along
with the cost and revenue allocation formulas. The study shall Include, but not llmited·to:
1. Work with SCRRA member agencies to revise and simplify the allocation formula
structure;
2. Identify opportunities to better align M�tro's contribution to SCRRA with the be�efits
received by Los Angeles County; and
3. Develop recommendations for a more equltable governance structure that reflects the
financial contribution by each participating member.
Metro
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Metro
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Board Report

Los Angeles County
Metropolitan Transportation
Authority
One Gateway Plaza
3rd Floor Board Room
Los Angeles, CA

ATTACHMENT B

File#: 2016-0909, Version: 1

FINANCE, BUDGET AND AUDIT COMMITTEE
NOVEMBER 16, 2016
Motion by:
Antonovich and Naiarian
November 16, 2016
Renegotiation of Metrolink Member Agency Contribution and Representation Formula
The Southern California Regional Rail Authority (SCRRA) is a partnership among the transportation
agencies of Los Angeles, Ventura, Riverside, San Bernardino and Orange counties (Member
Agencies), formed to operate the commuter rail system, Metrolink on their collective behalf.
Metrolink is a vital component of Southern California's regional mobility network, providing citizens
with options to access employment and recreational opportunities. It also serves as a lifeline for
many people without access to alternative forms of transportation.
SCRRA is currently engaged in an evaluation of the various allocations and formulae that determine
the required contributions of the Member Agencies in support of Metrolink commuter rail operations.
With this evaluation underway, Los Angeles County Metropolitan Transportation Authority (Metro)
staff performed its own cost/benefit analysis, which was received and reviewed by the Ad-Hoc
Regional Rail Committee of the Metro Board of Directors.
Results of the analysis showed that under the current formula structure, Los Angeles County has
historically contributed more than half of the financial resources (an average of 52%) to SCRRA's
Metrolink operations; However, as currently structured, the Metro delegation holds only 4 of 11 seats
on the SCRRA Board of Directors, representing 36% of the vote. This disparity between contribution
and representation has raised concerns amongst the Metro delegation.
APPROVE Motion by Antonovich and Naiarian that the CEO be authorized to enter into
negotiations with the SCRRA Chief Executive Officer and the Chief Executive Officers of the other
Member Agencies to revise the Member Agency formulae for contributions and representation, such
that:
A.

Any proposed formula(s) for the allocation of costs and revenues of the Metrolink Commuter
Rail system balance both the costs of system operations as well as the benefits received by each
of the Member Agencies within their jurisdiction; and

B.

Representation of each Member Agency on the SCRRA Board of Directors is aligned to more
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closely represent the current and expected future financial contributions to the Metrolink
Commuter Rail system; and
FURTHER MOVE THAT the CEO report back to the Metro Board of Directors, as needed, with an
update on the status of these negotiations and any preliminary, proposed revisions to the formulas
used in Member Agencies' costs, revenues and or representation on the SCRRA Board of Directors,
and seek the formal approval of this Board prior to any agreement that would implement such
revisions.
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ATTACHMENT C

Southern California Regional Rail Authority
Budget Allocation Assessment
Final Report

L TK Engineering Services
August 11, 2017
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1.

INTRODUCTION

The Southern California Regional Rail Authority (Metrolink) is an independent joint powers agency
created pursuant to California Public Utilities Code 130255 and California Government Code 65000 et
seq. and to an agreement among the Member Agencies. The Member Agencies consist of Los Angeles
County Metropolitan Transportation Authority (LA Metro), Orange County Transportation Authority
(OCTA), Riverside County Transportation Commission (RCTC), San Bernardino County Transportation
Authority (SBCTA), and Ventura County Transportation Commission (VCTC).
Metrolink provides commuter rail services across seven (7) routes, fifty-nine (59) stations, and 532 route
miles. Rights-of-way are owned by its member agencies, the Union Pacific (UP), and Burlington Northern
Santa Fe Railway (BNSF). Currently, Amtrak provides the Train Operator Services, Bombardier provides
the Equipment Maintenance Services, VTMI provides the Maintenance of Way Services, Mass Electric
provides the Maintenance of Signals Services, and Wabtec provides Maintenance of PTC systems.
Metrolink staff provides dispatch services. Amtrak also provides intercity rail services, under a shared use
agreement, on property maintained by the Authority.
Metrolink's single source of controllable revenue is its Farebox Revenue. It has no independent taxing
authority and as a rule does not compete for grants or other funding in competition with its member
agencies. Instead, its net deficit is allocated to, and funded by, its member agencies. Metrolink has used
many approaches to allocating revenue and expenses. The budget allocation methodologies used in the
current Operating Budget were instituted in the Fiscal Year 2007-08 Budget. There are over 30
allocations used in the Operating Budget and additional separate allocations which apply to capital
projects. Separate allocations are used for capital projects, depending on whether the project is a new
extension, a location specific replacement or upgrade, or a system-wide replacement or upgrade.
The Member Agencies requested an independent consultant to evaluate all expenditure and revenue
allocations used in the Operating Budget for fairness, equity, and simplicity. The consultant contract
called for the following activities:
•

Member agency and stakeholder consultation to develop a summary of positive attributes of the
current allocations as well as issues or concerns of the members and SCRRA.

•

Evaluation of the current operating, capital and revenue allocations to determine if they are
relevant and equitable, including how the formulas allow for the evolution of service over time and
whether they properly assign incentives associated with increases and reductions in service.

•

Develop recommendations for operating, capital and revenue allocation formula, including an
update and/or alternative to the current all-share formula. These recommendations are to include
the structure of the formula, how they should be applied, and the process for updating them.

In the initial discussions with the Working Group, they made two additional requests. First, they
requested information on how other commuter rail and regional transit agencies in the United States
receive funding from multiple local governments or agencies. Second, they requested that the
consultants provide the Member Agencies with additional opportunities to provide input, especially
regarding the consultants' evaluations of the existing allocations and recommendations for changes to the
allocations.
As stated above, the first step in this process was to understand the concerns of the Member Agencies
with regard to the existing allocation process and the Member Agencies' priorities with regard to the
design and structure of the allocations. This was conducted primarily through distribution of a survey to
each of the Member Agencies. This survey is attached as Appendix A and the responses by the Member
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Agencies are attached as Appendix B. We had an expansive discussion with representatives of each
Member Agency, either in person or by telephone, at the beginning of the project. We also engaged in
short discussions with several of the agencies at later times to clarify issues or respond to agency
questions.
The next step was to investigate the processes by which other commuter rail and regional transit
agencies in the United States receive funding from multiple local governments or agencies. This was
conducted through a review of the agreements controlling these funding arrangements where possible,
supported by reviewing public discussions and documents referencing these funding arrangements and
discussions with agency staff.
The third step was to take this information and use it to actually evaluate Metrolink's current allocations,
identify alternative allocation methodologies, and make recommendations regarding the allocation
methodologies that Metrolink and its Member Agencies should use in the future. This step also included
reviewing documents from Metrolink regarding how allocations are currently performed, onboard survey
data regarding origins and destinations of travel, a presentation on the 2014 Metrolink Governance
Options Report, the February 2015 Principles for SCRRA Member Agency Capital Project Cost
Allocation, and minutes of past SCRRA and Member Agency meetings (together with any available
documents related to those meetings) discussing historic allocations.

2.

CONCERNS OF MEMBER AGENCIES

Outreach Approach
The outreach to the Member Agencies began with the distribution of a draft Member Agency survey to the
CFOs of the Member Agencies on September 15, 2016. The survey was developed to allow Member
Agencies to provide input regarding the importance of considering specific factors in the design of capital
and operating cost allocations, and to state their perception of SCRRA's current allocations. At SCRRA's
Technical Advisory Committee (TAC) meeting on September 22, 2016, the Member Agencies provided
feedback on this survey, which led to a revised survey being distributed later that day. A copy of this
survey is provided as Appendix A. All of the agencies completed this survey and returned it to us by
October 4, 2016. A summary of their responses is provided as Appendix B.
Following receipt of these surveys, LTK staff reached out to the Member Agencies and scheduled
conversations with representatives of each agency. Agencies were offered the opportunity to have these
conversations conducted by telephone or in person, and only LA Metro opted for an in-person
conversation. Agencies were asked to obtain input from senior management prior to the conversation to
ensure that it reflected the opinion of the agency as a whole and were invited to include any individuals
they chose in the conversation.
The Member Agencies were represented by the following individuals during this interview process:
•

LA Metro- Drew Phillips, Dir. Budget, & Nalini Ahuja, CFO

•

OCTA- Megan LeMaster, Senior Transportation Analyst, Rail Operations, & Dinah Minteer,
Manager, Regional Rail Programs

•

SBCTA- Vanessa Jezik, Management Analyst Ill, & Michele Fogerson, Management Analyst Ill,
Fund Admin & Programming

•

VCTC - Ellen Talbo, Transit Planning Manager

•

RCTC - Sheldon Peterson, Rail Manager
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Agency Comments and Priorities
The following presents the general comments by each agency and the information that they provided to
us regarding their priorities. One of the factors that was consistent among all of the agencies was an
interest in having the allocation rules for operations, including revenues and expenses, separate from the
rules for capital. The discussion below of each agency's priorities reflects this by creating separate sub
sections for operations and capital allocations. An additional section is provided for comments with
regard to the study itself, including issues related to the schedule and communications. Furthermore,
while this study addresses the allocation of SCRRA's revenues and expenses between the Member
Agencies, several of the agencies presented concerns on additional issues related to SCRRA. As these
are important concerns, although not directly related to this project, they have been set forth in a separate
subsection for each agency.

LA Metro
LA Metro's general focus was that the allocations should focus more on the benefit Metrolink provides to
each agency and that as the system is expanded in terms of miles or service level, the agency
responsible for the expansion should pay more.
Operational Priorities

In the survey, LA Metro placed its highest weight on issues of equity and sustainability of the allocation
formulas and considers that these factors are the least accommodated in the current allocations. They
stated that the current focus on easily measured cost variables do not reflect a balanced approach to the
value of the system to the Member Agencies. LA Metro also stated that train-miles are over-weighted in
the cost allocations, currently representing approximately 75% of the budget allocation. They believe
train miles are a poor measure of the benefit of Metrolink to an agency, citing the difference in value of a
given distance with no stations compared with the same, or shorter, distance with multiple stations.
In the discussion with LA Metro, they emphasized that operational allocations need to be based more on
the benefits received from the service rather than relying upon the variables that are related to causing
the expense. In their survey results on equity measures, LA Metro rated Agencies' decisions on service
levels and the service provided to, and consumed by riders originating from each Agency the highest.
They also stated that "access to the system, origination of riders, benefits to the constituents of each
Member Agency, and other factors should be given a larger weight in the overall composition in the
assignment of costs and revenues."
Capital Priorities

LA Metro stated that the existing document "Principles of Member Agency Cost Allocation for Capital
Projects" reflects the recently agreed-to capital allocations and decision making. Their principal concern
with regard to capital allocations is that the all-share formula needs to be updated. They also suggest
that there may be projects, such as capital maintenance on a specific piece of track, where the costs
should be allocated based on who benefits from that project, not purely on its location nor the all-share
formula. They also confirmed that the current geographic allocation for extensions and expansions is
equitable.
Study Issues

LA Metro does not want any delays in the study schedule and would like to see the outcome as soon as
possible.
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Other Comments

LA Metro is concerned about their total payment for Metrolink and stated that their contribution has
reached the maximum level LA Metro can afford. They would like to see Metrolink focus on reducing their
costs before asking members to pay more.
Related to this, LA Metro is concerned that their representation on the Board is significantly smaller than
the share of SCRRA's funding that they provide. They would like to see a greater relationship between
Board representation and funding levels.
With regard to capital allocations, LA Metro also expressed concern regarding SCRRA's ability to deliver
on programmed capital projects. They expressed an interest in SCRRA developing, in cooperation with
the Member Agencies, an established, prioritized, and well defined plan that focuses separately on
expansion and capital rehabilitation.
LA Metro supports using allocations that would make it easier to project the cost, and allocation, impact of
service changes. Currently, if several agencies are considering service changes, the cost and allocation
impacts of each service change would be different based on which other service changes, if any, are also
implemented.
Finally, they suggested that Metrolink should adopt a longer term capital plan, after discussions with the
Member Agencies, to provide structure for its annual capital budget requests.

OCTA
OCTA stated that Metrolink is a benefit to Orange County, which serves as an origin and destination of
riders. They also emphasized that they have made a significant effort in creating a good connector I
distributor system tied to Metrolink stations, especially the Transit Extensions to Metrolink program and
the new OC Streetcar.
Operational Priorities

In the survey, OCTA rated all of the possible considerations in operating budget allocations highly, but
placed its highest weight on issues of equity and ease of obtaining data. They evaluated the current
formulas as moderately successful in all areas, except simplicity and transparency. While they
considered all of the possible equity considerations of moderate or greater importance, they rated service
consumed by customers originating from an agency, service consumed by customers traveling to an
agency, and the relationship with the allocation of revenue to be the most important factors.
Capital Priorities

OCTA again rated all of the possible considerations in capital budget allocations highly, but placed its
highest weight on issues of equity and ease of obtaining data. They evaluated the current formulas as
quite successful in all areas. They stated that the key factors to consider in equity were each agency's
decisions regarding capital improvements and the counties served by the expenditure.
They are generally in agreement with the Capital Allocation Principles that were adopted by SCRRA.
They agree that costs of extensions should be allocated solely to the county where it is located.
OCTA stated that they are maintaining infrastructure in good quality and that they do not want to pay
more than they should, such as paying for other agencies' track maintenance. They mentioned that they
had already completed the systemwide grade improvement on the track in Orange County. They
acknowledge that all Member Agencies need to contribute on "all-share" funded projects, but believe that
the cost of the improvements and maintenance member agencies provide directly should be taken into
account when allocating the cost of similar improvements elsewhere.
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Study Issues

OCTA suggested that after the study is completed that there should be time, possibly a substantial
amount of time, built in for review by the member agencies. They are looking for the results of the survey
to be used in their budget for 2017 - 2018.
Other Comments

OCT A expressed concern that the operating cost of SCRRA keeps going up while the service level
remains the same.
They are in favor of a phase in period for any revised formulas so that there are no sudden changes in
allocation shares.
They would like to see that the allocation agreement is reconsidered, or at least re-affirmed, on a periodic
basis.

SBCTA
SBCTA considers Metrolink service as very valuable to them. They have a bus feeder system. The
Downtown San Bernardino Passenger Rail Project is to extend Metrolink to their recently opened transit
center in San Bernardino, further improving connections between bus and rail.
Operational Priorities

In the survey, SBCTA rated transparency and equity the highest, while rating simplicity as of low
importance. They did clarify this by stating that it is critical to them to be able to accurately forecast the
financial impacts of future changes. With regard to the current system, they stated that they were
"unsure" regarding its equity, and explained that "while the inputs of the current operating budget
allocation formulas are clear, the formulas themselves are unknown/unclear." In terms of equity, they
rated all of the identified factors as highly important, but gave the highest rating to having costs allocated
with a relationship to revenues.
Capital Priorities

SBCTA again rated all of the possible considerations in capital budget allocations highly, but placed its
highest weight on issues of transparency, equity, and the ability to accurately forecast the financial
impacts of future changes. They evaluated the current formulas as quite successful in all areas. SBCTA
emphasized the existing document "Principles of Member Agency Cost Allocation for Capital Projects" is
an excellent starting point for reviewing and improving capital allocations and decision making. In the
survey, they placed the highest weight on equity and sustainability, and in comments specifically stated
that the formula for "systemwide" improvements needs to be updated. They also suggested that the
current geographic allocation for extensions and expansions is equitable.
Study Issues

SBCT A stated that the study schedule appears to be rushed and that they thought that it would take
longer than the time presented. They would rather that the study took longer, if this would make it more
comprehensive and complete, even if requiring a budget amendment
Other Comments

SBCTA expressed a desire that future cost increases be more predictable and in line with, or below,
inflation.

RCTC
RCTC stated that Metrolink is beneficial to Riverside County.
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Operational Priorities
In the survey, RCTC rated all of the possible considerations in operating budget allocations highly, except
simplicity, but placed its highest weight on equity. They evaluated the current formulas as moderately
successful in all areas, except with regard to transparency. They considered that only an agency's
decision on service was very important in evaluating equity, and that a relation to allocation of revenue is
moderately important. They emphasized that allocating expenses by line is important, since service
decisions are made by line. They also think that allocating expenses primarily based on train-miles is
appropriate, since many expenses are related to train-miles. They are open to including some
consideration of benefits in operational allocations, but emphasized that this should include both the
benefit to residential areas of providing access to jobs and the benefit to employment areas of providing
access to potential workers.

Capital Priorities
RCTC again rated all of the possible considerations in capital budget allocations highly, except simplicity,
but placed its highest weight on equity. They evaluated the current formulas as quite successful with
regard to equity and moderately successful in all other areas. RCTC emphasized that the existing
document "Principles of Member Agency Cost Allocation for Capital Projects" is an excellent starting point
for reviewing and improving capital allocations and decision making. In defining equity in the survey, they
placed the highest weight on the counties being served and placed moderate weight on each agency's
decisions and the location of the project.

Study Issues
RCTC emphasized that since agencies have planned and forecast Metrolink expenses based on the
existing formulas, it is important to fully understand the impacts of any proposed changes to the formulas.
As a result, the Member Agencies should not rush into any changes in an effort to meet budget
development goals. They also request that proposals for changes in the formulas include a specific
analysis of how it will impact the allocation to the Member Agencies.

Other Comments
RCTC expressed concern about how Metrolink expenses have grown recently without additional service.
They also discussed the difficulty of projecting operating and maintenance costs into the future and stated
that there is not sufficient transparency as to the cost drivers in Metrolink's contracts and their relationship
with the subsidies required from the Member Agencies.
They also expressed concern that the staff turnover at Metrolink may have resulted in some loss of
institutional knowledge with regard to how the allocations were intended to be conducted. They suggest
that Metrolink should provide additional information on how it is calculating the allocations.
They suggest that a longer term capital plan is desirable, but understand how the recent changes in CEO,
as well as the cost of locomotives and PTC, have placed Metrolink in a difficult position with respect to
capital planning.

VCTC

OCTA stated that Metrolink is critical in order for their residents to have access to employment in Los
Angeles County. They also admitted that they do not have easy connections for people to get to and
from the Metrolink stations and have done a poor job of marketing Metrolink.

Operational Priorities
In the survey, VCTC rated all of the possible considerations in operating budget allocations highly, but
placed its highest weight on sustainability. They also mentioned that many of these issues are closely
linked, especially transparency and simplicity, which are also related to the ease of obtaining the data.
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They evaluated the current formulas as moderately successful with regard to equity and sustainability, but
ineffective in terms of transparency and simplicity. VCTC acknowledged that SCRRA now provides the
allocation formula in the annual budget document, but presents a solid argument for SCRRA providing
additional information regarding allocations in the budget document or the annual Board workshop on
budget to refresh and inform new and old Board members, staff and management on the basics of the
financial arrangements.
While they considered all of the possible equity considerations of moderate or greater importance, VCTC
rated the location of facilities (e.g., stations, and lines) the highest, followed by service consumed by
customers, boardings, and the relationship with the allocation of revenue.
In the discussion, they stated that they were concerned regarding the equity of the formula, as some of
the allocations seemed to be more beneficial to other of the Member Agencies.

Capital Priorities
VCTC again rated all of the possible considerations in capital budget allocations highly, but in this case
evenly placed its highest weight on issues of equity and ease of obtaining data. They did not evaluate the
current formulas on the survey, but in the interview stated that they did not have a good understanding of
how the capital funds they contributed were used, other than for basic maintenance. Their ratings on
equity placed the highest priority on having capital allocations based on each agency's decisions
regarding capital improvements, with the second priority being origin and destination of the customers
benefiting from the capital expense.

Study Issues
VCTC stated that they had been anticipating that the final report would be completed by February 2017,
but that they understand the driving force behind the schedule.

Other Comments
VCTC expressed concern that the operating cost of Metrolink keeps going up and stated that they do not
believe that this increase has been adequately justified or explained. Similarly, they do not have received
a clear accounting of how their capital / rehabilitation funds have been spent.
VCTC questioned the fact that they are the only agency that has only a single representative on the
Metrolink Board.

Conclusions
Operating Allocations
While there was considerable variation in the opinions of the Member Agencies, some similarities were
identified. The following are the similarities with regard to operating allocations:
•

All of the agencies considered the equity of the allocations to be highly important, while the
importance of the simplicity of the formula received the lowest, or tied for the lowest, rating from
all agencies.

•

Agencies gave the current allocations consistent low ratings on simplicity and transparency, but
wildly different ratings on equity and sustainability.

•

Unsurprisingly, there was considerable differences in how the agencies defined equity. Factors
that received support from most of the agencies were the agency's decisions on service, service
available to customers of each agency, the service consumed by customers originating from an
agency, boardings in an agency's service area, and having an allocation similar to that for
revenue.

LTK

Contract E741C-15, Task 20

Page 9

•

All of the agencies raised a general issue related to transparency, that the current allocations and
allocation process do not support their ability to manage their budgets and to understand and
forecast how SCRRA's future costs will impact their budgets. Several specifically mentioned a
desire to understand and be able to project how SCRRA's major contracts, and the cost inflation
clauses in those contract, would impact their cost allocations, while others mentioned
understanding the operating cost allocation impacts of service extensions. The service extension
issue has the greatest impact when multiple service changes are being considered, since each
allocations will be different depending on which service changes are actually implemented.

Based on the above, this suggests that the Member Agencies may support a more stable operating
allocation formula that clarifies how changes in Metrolink's principal contracts pass through to the
member agencies. Furthermore, the surveys and interviews suggest that the Member Agencies may
support an allocation formula that places a greater emphasis on the benefits received by each agency.

Capital Allocations
While there was considerable variation in the opinions of the Member Agencies, most of the agencies
were supportive of the existing Principles for SCRRA Member Agency Capital Project Cost Allocation. As
the survey did not ask separately about extensions and rehabilitation projects we clarified this issue
separately with each agency that did not clarify it on their survey. The following are the other similarities
with regard to capital allocations:
•

All of the agencies considered the equity of the allocations to be highly important, while the
importance of the simplicity of the formula received the lowest, or tied for the lowest, rating from
all agencies.

•

Agencies showed no consistency in their evaluation in of the existing allocations, with SBCTA
rating the current system a "1" on all items and VCTC just responding "n/a". Other agencies rated
the current system a "3" or "4" on all items.

•

While there were considerable differences in how the agencies defined equity, agencies
consistently gave one of their highest ratings to basing capital allocations on each agency's
decisions regarding capital improvements - which is one of the key factors of the existing
Principles. For rehabilitation, there was strong support for basing the allocation on the counties
served by the improvement, but also some interest on basing it on whose customers would
benefit from the improvement.

Based on the above, this suggests that the Member Agencies generally support the existing principles,
including an updating of the "all share" formula that better reflects the benefits received by each agency
on account of such projects.

3. PEER AGENCIES
Data Collection Approach
LTK identified the transit agencies providing commuter rail service based on a review of the National
Transit Database. Each of these agencies were researched to determine if they received funding from
more than one government entity. This research included analysis of budgets, laws and agreements
available over the internet and, in many cases, personal contact with key staff of the operating agency. In
addition, LTK researched two agencies that provide hybrid commuter rail / heavy rail service Washington Metro and Bay Area Rapid Transit (BART). While these are gated systems, each of these
agencies serves a broad geographic area and has entered into agreements with local governments
regarding subsidizing the transit service.
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Agency Practices
The following commuter railroad operations (including hybrid commuter rail / heavy rail operations)
receive significant funding from more than one government entity. While the focus of this discussion is on
the actual allocations, it also addresses two key associated issues - what portion of the total commuter
rail financing is allocated and how the allocations were determined.

New York Metropolitan Transportation Authority (MTA}
The largest commuter rail service in the United States in terms of ridership is operated by the MTA
through the Metro-North Railroad and the Long Island Rail Road. MTA commuter rail operations serves
12 counties in southeastern New York, along with two counties in southwestern Connecticut. Most of the
funding structure and allocation concepts originated during the late 1970s and early 1980s during which
time the MTA was in substantial fiscal difficulty. In 1981 the NY State legislature with support from
Governor Carey passed a bill that set up a formal process to fund a Capital Plan every 5 years as well as
other financing strategies to support the MTA's operating and capital funding needs. This included
financial underwriting by NY State, Triborough Bridge and Tunnel Authority and Port Authority surplus
revenues, bonds, and Federal and NY City funds. It ultimately resulted in MTA's solid financial foundation
that exists today. Through the years, other sources have been added to MTA allocations, like the Payroll
Mobility Tax (NY State) and ISTEA (Federal).
There are two key allocations of cost with respect to commuter rail operations - the allocation of Metro
North costs between MTA and Connecticut Department of Transportation (CTDOT) and the allocation of
costs within New York State. A portion of the deficit from operations relating to MTA Metro-North
Railroad's New Haven line is recoverable from CTDOT. In 1970, the parties agreed to a simple 50/50
allocation of deficit between MTA and CTDOT. After several years, both parties felt that this allocation
was unfair, but they were unable to reach a new agreement. As a result, in 1983 the parties agreed to
submit the issue to an arbitration panel to determine fair and equitable allocation. Continued disputes led
to another arbitration, which in 1998 determined that CTDOT pays 100% of the net operating deficit of
MTA Metro-North Railroad's branch lines in Connecticut (New Canaan, Danbury, and Waterbury), 65% of
the New Haven mainline operating deficit, and a fixed fee for the New Haven line's share of the net
operating deficit of Grand Central Terminal ("GCT"). The GCT fixed fee was calculated using several
years as a base, with annual increases for inflation and a one-time increase for the cost of operating
GCT's North End Access beginning in 1999. The Service Agreement also provides that CTDOT pay
100% of the cost of non-movable capital assets located in Connecticut, 100% of movable capital assets
to be used primarily on the branch lines and 65% of the cost of other movable capital assets allocated to
the New Haven line. Remaining funding for New Haven line capital assets is provided by the MTA. The
payments by CTDOT equal about 6% of the total expenses for the Metro-North Railroad.
For service within New York State, Section 18-b of New York State transportation law establishes a
statewide mass transit operating assistance program, under which state assistance is matched by
localities. With respect to commuter railroads, the cost of operating and maintaining the passenger
stations is assessed by the MTA to New York City and the other counties in which such stations are
located for each fiscal year. This funding is an amount set by statute and is revised annually by the
increase or decrease of the regional Consumer Price Index. These local subsidies from areas other than
Connecticut and New York City totaled $27.3 million for fiscal year 2015, or just over 1% of the total
commuter rail budget.
It is important to note that 41% of the MTA's total revenues comes from fareboxes, 12% from tolls on
MTA owned bridges and tunnels, and 35% from dedicated taxes. Of the remaining 12%, 8% comes from
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state and local subsidies (primarily from New York City) while 4% comes from other sources (e.g.,
advertising). Thus the subsidy allocation is a relatively minor element in MTA's total budget and the
majority of the subsidy is set by New York State statutes.

Metra
Metra, serving the Chicago Metropolitan Area, is the second largest commuter rail system in the United
States in terms of ridership, and the largest in terms of track miles. Operational funding is through
farebox revenues (52.4%) and dedicated tax revenues raised by the Regional Transportation Authority
(RTA), while capital funds come from the Federal Transit Administration and the Illinois DOT. The
majority of the RTA tax revenues come from a regional surcharge on the state sales tax, in addition to a
real estate transfer tax in Chicago. The revenues are allocated to the three regional operating agencies the Chicago Transit Authority (for bus and most rail service in the city of Chicago), Pace (for bus service
outside the city of Chicago), and Metra (for commuter rail service). This is controlled in part by state
statute (regarding debt service funding, pension plan funding, and some allocation to the operating
agencies) and in part at the discretion of the RTA's Board of Directors. In some ways, the region is
organized the opposite to Metrolink's service area, as in the Chicago area tax revenues are raised
regionally (although the taxes are set by the state) and then distributed to the three operating agencies
through the umbrella RTA.

New Jersey Transit Corporation (NJ Transit)
NJ Transit is a component unit of the State of New Jersey created by the New Jersey Public
Transportation Act of 1979. One of the services provided by NJ Transit is commuter rail operations. NJ
Transit is funded by farebox revenues, other operating revenues, State of New Jersey legislative
appropriations for capital and operating purposes, and the Federal Government by defined formula and
discretionary grants. There are no significant local contributions, except by negotiation on specific capital
projects.

Massachusetts Bay Transportation Authority (MBTA)
The MBTA is a political subdivision of the Commonwealth of Massachusetts. Revenue comes primarily
from a dedicated sales tax (50%}, fares (31%), dedicated local assessments (8%), discretionary state
assistance (7%), and minor revenue sources such as advertising and land leases (4%). The dedicated
local assessments were originally set by a state statute based on the population of the cities and towns in
the MBTA service area, weighted to approximately reflect the level of service provided by the MBTA. The
assessments can now increase by the lesser of CPI or 2.5% per year.

Southeastern Pennsylvania Transportation Authority (SEPTA)
SEPTA is an independent political entity, governed by a Board appointed by the City of Philadelphia, the
surrounding counties, and the State of Pennsylvania. SEPTA's principal sources of funding are state
subsidy (48%), fares (35%), and local subsidies (7%), Federal subsidies (5%) and other operating
revenue (5% ). SEPTA and other Pennsylvania transit agencies are allocated state funds through the
Pennsylvania Public Transportation Trust Fund as determined by the following formula:
•

Number of Passengers - 25%

•

Number of Senior Citizen Passengers - 10%

•

Revenue Vehicle Hours - 35%

•

Revenue Vehicle Miles - 30%

Operating assistance is provided through Section 1513 of the Trust Fund. In addition, the Commonwealth
of Pennsylvania provides state funds for capital lease costs and debt service. SEPTA's debt service
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expenses and some lease costs are funded through the Capital Program of the Pennsylvania Public
Transportation Trust Fund. The remaining leases are funded through Federal Capital Lease Subsidy and
Federal Capital Debt Service Subsidy.
The local operating subsidy amount is budgeted at the level of 15% of the operating assistance portion
(Section 1513) of the Trust Fund grant. This is the requirement for SEPTA to receive the full amount from
this state grant. The local subsidy requirement for each of SEPTA's funded divisions (City Transit, Victory,
Frontier, and Regional Rail} is determined by the relative deficits before subsidy in each division as
adjusted for Route Guarantee and Debt Service payments. Route Guarantees are separate agreements
between SEPTA and various local entities to fully fund the deficits of a service or service extension
provided in response to a specific request. Local regional rail operating subsidy by county:
•

Bucks: $.83M, 5.9%

•

Chester: $.6M, 4.3%

•

Delaware: $1.2M, 8.8%

•

Montgomery: $1.5M, 11%

•

Philadelphia: $9.8M, 70%

It is important to note establishment of the subsidy allocation formula for regional rail operations was in
the 1970s when a strong majority of regional employment was based within downtown Philadelphia.
Despite dramatic growth in suburban employment, regional rail ridership is at record levels with 130,000
daily trips. More than 92% of all regional rail travel currently begin or end in downtown Philadelphia.
In addition, the City of Philadelphia and each suburban county are billed for the actual ADA Paratransit
service used.
The required local match for federal and state capital funds is provided by Bucks, Chester, Delaware and
Montgomery counties and the City of Philadelphia. This totals 3.2% of capital projects funding. SEPTA
requests matching funds from the counties along with its annual operating budget request; capital funds
required for the City of Philadelphia's local share are requested as part of the City's capital budget
process.
In the early 1980's SEPTA faced massive budget shortfalls primarily related to operations and
maintenance of the aging Regional Rail system. SEPTA threatened elimination of service from all
counties which did not provide an operating subsidy. The unfortunate result was a 33% reduction in route
miles, including service to the state of Delaware. Dedicated operating and capital funds has allowed
SEPTA to successfully improve the infrastructure on the smaller network, renew fleet, improve frequency
of service and plan for improved operations.
SEPTA has a separate agreement with the Delaware Transit Corporation (OTC) under which SEPTA has
re-established rail service to the Wilmington/ Newark area of Delaware. Delaware Department of
Transportation provides OTC with the needed operating and capital funds for this contract, as a pass
through to SEPTA. The subsidy includes a revenue element which "buys down" the fares for Delaware
travel as an incentive to build ridership. There is no subsidy for SEPTA bus and rail services provided to
New Jersey.
Peninsula Corridor Joint Powers Board (Caltrain)
The Joint Powers Agreement (JPA) establishing Caltrain contains the parties' agreement regarding
funding of capital and operating expenses. The parties to the JPA are the City and County of San
Francisco, the San Mateo County Transit District (SamTrans) and the Santa Clara Valley Transportation
Authority (SCVT A). For operating expenses, subsidies for Main Line Service are based on A.M. peak
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passenger boardings by county of origin, while the net costs of the San Jose to Gilroy extension is the
responsibility of SCVTA. For capital projects, the agreement is that the member agencies shall use their
best efforts to fund the project from state (including Proposition 116 grants) and Federal sources. The
balance of costs of capital replacement and enhancement projects shall be shared equally by the
member agencies. The balance of costs for expansion projects shall be determined on a case by case
basis. As an example of this process, the JPA provides that SCVTA shall assume full responsibility for
capital expenses related to the Gilroy Service.

Bay Area Rapid Transit (BART)
BART was created to provide rapid transit to the San Francisco Bay Area. The District is presently
composed of the Counties of Alameda and Contra Costa and the City and County of San Francisco (the
"Three BART Counties"). Prior to 2003, virtually all of BART's activities were in these three counties (one
station, Colma, was added in 1996 in northern San Mateo County). BART receives dedicated sales tax
and property tax revenues from these counties. BART also directly receives State Transit Assistance
revenues.
In addition, the BART System was extended to the San Francisco International Airport and to the Millbrae
Station (the "SFO Extension") in 2003. Much of this extension is in San Mateo County. More recently,
BART expanded farther south in Alameda County as (the "Warm Springs Extension") and is now
expanding into Santa Clara County (the "Silicon Valley Rapid Transit Project"). It is also expanding within
the Three BART Counties, such as the Contra Costa County ("eBART / East Contra Costa Rail
Extension").
The capital costs of extensions outside of the Three BART Counties are generally funded by a
combination of Federal and State funds, as well as regional funds from the Metropolitan Transportation
Commission ("MTC") and agencies in the county served by the extension. The funding for these projects
include the purchase of the additional train cars that will be required by the expanded service as well as
the expansion of maintenance facilities. An exception to this was the San Francisco Airport project. which
was funded 51% by the FTA, 13% by the airport, 12% by San Mateo County, 12% by BART, 10% by the
California Transportation Commission, and 2% by the MTC. The involvement of BART in this project is a
result of the importance of this project to BART, its existing riders, and the Three BART Counties.
BART and the Three BART Counties are providing no capital contributions to these projects. Projects
within the Three BART Counties are funded by MTC, the Three BART Counties, as well as state and
Federal grants and formula funds.
The operating costs of extensions outside of the Three BART Counties are generally the responsibility of
the county where the extension is located. For example, for the Silicon Valley Rapid Transit Project,
SCVTA is responsible for operating and maintenance costs directly attributable to the operation of this
extension, which are:
•

Direct O&M costs -- calculated by multiplying cost drivers (level-of-service variables defined in the
planning process) associated with the extension by unit costs calculated from the current BART
O&M cost model.

•

BART's fixed overhead costs are allocated to this extension on the basis of this extension's
systemwide direct O&M costs relative to BART Core System direct O&M costs.

The cost model sets forth 18 cost drivers, including:
• Linked Passenger Trips

• Early/Late Trains

• At-Grade Stations

• Lines

• Total Car Hours

• Subway Stations

• Peak Vehicles

• Total Train Hours

• Parking Spaces
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• Fleet Vehicles

• Revenue Route Miles • Yard with Back Shops

• Peak Trains

• Total Stations

• Base Trains

• Elevated Stations

• Service & Inspection Yards

The capital costs of the eBART / East Contra Costa Rail Extension is funded 60% by MTC and the
balance by Cities of Oakley, Antioch, Brentwood and Pittsburg, along with Contra Costa County, Tri Delta
Transit, CCTA and TRANSPLAN. BART itself, as well as the other BART counties, are not contributing to
this funding. Capital projects which are not extensions, such as maintenance building improvements and
replacement railcars, are funded by BART from a combination of its tax and fare revenues, federal and
state grants and formula funds, and funds from MTC.

Virginia Railway Express {VRE)
The VRE is a commuter railroad that is focused on providing commuter rail service from the Northern
Virginia suburbs to Alexandria, Crystal City and downtown Washington, D.C., along the 1-66 and 1-95
corridors. VRE operates 30 trains from 18 stations and carry, on average, 20,000 passengers daily.
Unlike most commuter railroads that are primarily controlled by the principal destination, VRE is a joint
project of the Northern Virginia Transportation Commission (NVTC) and the Potomac Rappahannock
Transportation Commission (PRTC). In 1989 NVTC and PRTC executed a Master Agreement with
several Virginia cities and counties. The participating jurisdictions agreed to subsidize the costs of VRE in
excess of fare revenues, federal and state grants, through a formula that weighted ridership by jurisdiction
of residence with a factor of 90 percent and population with a factor of 10 percent.
Since then, Arlington and Alexandria agreed to contribute to the project of their own free will and have in
fact paid each year approximately what their formula share would be. The cities of Fredericksburg and
Manassas Park joined PRTC in 1990 and signed the VRE Master Agreement and became VRE
participating jurisdictions in 1992.
Initially fares provided a third, local governments a third and the commonwealth a third of VRE's capital
and operating expenses (virtually no federal funds were used). As of FY 2009 fares provide about $21.5
million (29 percent), local governments about $17.3 million (24 percent), the commonwealth about $13.9
million (19 percent) and federal formula and discretionary grants about $20.5 million (28 percent) of
VRE's total operating and capital budget of $73.7 million.

Washington Metropolitan Area Transit Authority (WMATA)
WMATA was created by an interstate compact in 1967 to plan, develop, build, finance, and operate a
balanced regional transportation system in the national capital area. Its rail service, Metrorail, serves 91
stations in Washington, D.C., Virginia and Maryland. It has 117 miles of track and provides a hybrid
urban heavy rail/ commuter rail service using gated stations and distance based pricing with a peak/ off
peak differential.
WMATA's operating budget includes the costs of operating and maintaining its service. This includes
labor, materials, services, fuel, utilities, leases and insurance, as well as a pro rata allocation of overhead.
The operating budget is funded 45.4% by passenger revenues, 48.4% by local subsidies (from
Washington, D.C., Virginia and Maryland), and the balance from parking, advertising, fiber optic leases
and other revenues. The required subsidy is calculated separately for each type of transit service that
WMATA provides. The rail operating subsidy is allocated based on two formulas. First, WMATA
calculates the revenue that it would have received if it operated on a pure distance based fare structure
instead of its actual fare structure which has a lower per mile charge for the longest trips and is capped
for the longest trips. This deficit is allocated between subsidizing governments based on the benefit
received by riders residing in each state or district. The balance of the rail operating deficit is split 1/3
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based on population and population density, 1/3 based on average weekday ridership by residence, and
1/3 based on rail stations by location.
WMATA has a separate capital improvement program, supporting station and track improvements, as
well as a replacement of WMATA's rail infrastructure and the purchase of new railcars. WMATA's capital
funding has two separate allocations. First, the federal Passenger Rail Investment and Improvement Act
(PRIIA) of 2008 provided $1.5 billion to WMATA over a 10-year period, but required an equal amount of
funds to be raised locally, with one third coming from each of Virginia, Maryland, and the District of
Columbia. WMATA was obligated to apply for the federal funds with the local jurisdictions, providing the
required local match.
For projects that are not eligible for funding under PRIIA, costs net or any federal grants are allocated in
proportion to each jurisdiction's percentage of total operating subsidy.

4. BEST PRACTICES
The most obvious conclusion is that almost all of the other agencies have much simpler allocations than
Metrolink. In some cases, such as the New York MTA or SEPTA, there are allocations made based on
the total operating cost or subsidy of a specific routes or portions of the railroad system, but in most
cases, the total subsidy of the railroad system is allocated between the funding agencies based on a
single formula. These allocation formulas have generally held up throughout their existence, with the only
exception the agreement Between MTA Metro-North Railroad and the Connecticut DOT, which was
submitted to arbitration twice in an effort to reach an allocation acceptable to both parties.

Best Practices - Operating Allocations
First, allocations are almost always simple. They are generally focused on the net subsidy required, with
no separate allocations of costs and revenues, fewer separate allocations for different types of costs.
Second, most allocations include a consideration of benefits, and some are based primarily or entirely on
benefits. Benefits include ridership or boardings by station (SEPTA), ridership by origin (WMATA and
VRE), and the population served (WMATA, VRE and SEPTA). Many of these also do include some
consideration of the location of assets or the level of service (WMATA, SEPTA, NY MTA and MBTA).
This together with the first point above result in agencies result in agencies considering an allocation to
be equitable if their share of costs is similar to their long-term share of what they consider to be the
benefits.
Finally, operating allocations include the costs of maintaining assets. Only the costs of upgrades and
extensions, as well as major replacement equipment such as replacement train cars, are considered part
of the capital budget.

Best Practices - Capital Allocations
As stated above, in most cases operating allocations include the costs of maintaining assets. Only the
costs of upgrades and extensions, as well as major replacement equipment such as replacement train
cars, are considered part of the capital budget.
Second, while system extensions are rare, the best practice appears to be making the funding of the
extension the responsibility of the local governments served by the extension. This is the same allocation
as provided for by the Principles Agreement adopted by SCRRA's Board.
Third, capital projects that provide a systemic improvement, like Positive Train Control, are commonly
funded by all participating jurisdictions. When the allocations are not set by statute, the allocations are
generally the same as, or similar to, the allocations for operating expenses. This appears to reflect a
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concept that these costs are part of the cost of having an up-to-date system in good repair, the same as
preventive maintenance costs.

Lessons Learned
There are a few key lessons learned from the experiences of other agencies.
•

First, simple, less complicated formulas stand the test of time.

•

Second, avoid formula elements which can be heavily influenced by short term economic
fluctuations.

•

Third, avoid formulas which are highly political.

•

Fourth, while costs of maintaining and repairing assets are allocated similarly to operating
expenses, costs of extensions are generally the responsibility of the agencies benefiting from the
extension.

5. EVALUATION OF EXISTING ALLOCATIONS
In our evaluation of Metrolink's existing allocations we considered the issues raised by the Member
Agencies as well as comparing these allocations to those of Metrolink's peers. The ultimate issue in the
design of every allocation is that the parties participating need to believe that the allocations, and the
process leading to it, are fair and equitable.

Capital Allocations:
The practices set forth in the February 2015 Principles for SCRRA Member Agency Capital Project Cost
Allocation are generally agreeable to all of the Member Agencies and are consistent with the best
practices of other transit agencies. We recommend that no change be made to the majority of these
allocations.
The one issue with these principles is design of the current "all-share" formula. This formula was created
in 1998 and is the equally weighted average of:
•

Unduplicated route miles

•

Unduplicated stations

•

Boardings excluding Los Angeles Union Station

The basic design of this formula makes sense, in that it incorporates where train service is located (route
miles), where access to the system is located (stations), and trip origins (boardings excluding LAUS).
However, the data used in this formula is from 2007 and the boardings data is based on data that is no
longer being collected. Service levels and fares have changed and the 91 Line was extended in June
2016. Furthermore, as discussed in the Metro/ink 2015 Origin Destination Study Final Report,
regional travel patterns have shifted. As a result, the all-share formula does not accurately reflect the
current Metrolink network. Conceptual alternatives for the design of the all-share formula include:
•

Replacing the all-share formula with an entirely new formula, such as
•

a formula based on historic average operating allocations - this formula uses logic that many
all-share expenses are the result of historic operations; providing a foundation for allocation
of the all-share cost proportionate to the historic operations

•

a formula based on each agency allocating costs to each line based on service levels (e.g.,
train miles) and then equally sharing the cost of a line between counties served - this formula
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reflects a common peer approach of sharing costs of a line equally between the counties
served, and combines this with an allocation to each line based on the principal source of
operating costs, train miles.
•

Revising the all-share formula to replace the current boardings factor with a similar factor such
as:
o

trip origins based on ticket sales

o

trip origins and destinations based on ticket sales

o

trip origins or boardings based on surveys of stations

In addition, capital allocations for Metrolink projects should take into account funds separately expended
by agencies that directly reduce the cost of the Metrolink project.
Recommendations for changes to address these issues are set forth in Section 6 below.

Operating Allocations
We have found the Metrolink operating allocations to be complex, confusing and difficult to administer.
SCRRA and its Member Agencies have used several different formulas since beginning operating service
in 1992. Each formula, including the current formula, has been implemented primarily in an effort to
ensure that all of the agencies paid a fair share of the operating costs. We have concluded that the
allocations are more complex than is needed to achieve this objective. Some key issues related to the
current allocations:
•

•

Complexity:
•

It is difficult for agencies which do not have personnel dedicated to Metrolink to understand
and monitor these allocations, with the result that they are uncertain of the equity and
correctness of the allocations.

•

The complexity of the allocations make it difficult for SCRRA to provide agencies with
accurate estimates of the financial impacts of extensions or changes in service level,
especially when multiple agencies are considering possible changes.

•

The requirement to allocate costs between historic (as of 2007) and incremental (post 2007)
services adds meaningless complexity as many of the post 2007 services are now well
established historic services.

•

Five major allocations drive 81 % of the operating allocations. These major allocations are:
Train Miles Lagged, Budget Train Miles, Combined Train Miles & Unduplicated Stations,
Unduplicated Route Miles, and Maintenance of Way. This suggests that the allocations could
be simplified, without major changes to the allocations shares, by combining other allocations
with these major allocations.

•

Because many of the budget line items have different allocations, it is difficult for SCRRA to
move funds between line items to address issues such as minor variations between budgets
and actual expenditures.

Equity:
•

LTK

These allocations are primarily based on the origins of the cost and include only a small
consideration of the benefits received by each agency. This is especially seen in the heavy
weighting of train miles and unduplicated route miles based on the county in which those
miles exist, i.e. the location where the costs are incurred. Only marketing and passenger
relations are currently allocated based on ridership, and there is no consideration of the
amount of service - seats and seat miles - made available to each agency.
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•

•

All of the agencies receive benefits from the existence of Metrolink, including congestion
reduction, expanded employment for county residents, expanded workforce to fill available
employment, and increased sales and other economic returns around residences and
employment locations of the employees. Members of the Working Group were unable to
come to a consensus regarding whether these benefits should be expressly included in the
formulas.

•

Some operating costs, such as some rolling stock leases, have been allocated based on the
all-share formula. The original all-share formula was also used to justify the number of
positions each county had on the SCRRA Board. This emphasizes the need to update this
formula to maintain relevancy.

Consistency:
•

The allocation of maintenance of way costs for Member Agency owned track, lease payments
paid for third-party owned track, and lease and dispatching income received for Member
Agency owned track should all reflect the same, consistent approach for allocating the net
cost of use of the track.

•

All of the member agencies receive funding from the State of California based on allocated
ridership, which is not considered in the cost allocations. Thus, it would be possible for an
agency in a county with high ridership and few facilities located to actually receive more in
funding from the State of California than the costs it is allocated under these formulae.

While the general design of these formulae make sense as an allocation of costs, they include little
consideration of allocating costs based on the benefits received by each region or the funding it receives
from the State of California. Furthermore, the use of approximately 20 formulas when 81 % of allocations
are based on five factors and the division of costs between pre-2007 and post-2007 service add
considerable unneeded complexity. Alternatives for changes to these formulae are set forth below.
Conceptual alternatives for the design of the revised operating allocation formula include:
•

Simplifying the formulas to clarify the relationship between the contracts entered into by SCRRA
and the amounts paid by each agency. This was discussed with the Working Group and the
concept received little support.

•

Netting operating revenues (including fares) and operating costs so that the agencies are sharing
the required subsidy for the Metrolink system. This was discussed with the Working Group and
was opposed by most agencies. The consensus among Working Group members appeared to
be in favor of retaining a separate allocation of revenues to reward agencies which act to
increase Metrolink ridership. We acknowledge that it is important to encourage agencies to
support Metrolink ridership, but at the same time ridership is an important measure of the benefits
received by its agency.

•

Eliminating the artificial division of service between pre-2007 and post-2007 implementation by
each year dividing service between continuing service (service with at least one year of historic
operating data) and new service (all other service) and then using two formulae:
o

One consisting of estimated costs for new service

o

One based on historic data (e.g., FY 16 data for the FY 18 budget) for all continuing
service (all costs not allocated for existing service)

This situation was discussed with the Working Group at one meeting. There did not appear to be
strong support for the current approach, but the members did express concern over how this
could impact financial allocations to their individual agencies
•

Incorporating benefits to a greater extent in allocations:
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•

Using current ridership (origins and destinations) in the cost allocations using the same data
as is provided to the State of California for its allocations to reflect benefits to the Member
Agencies

•

Using the county of residence of riders (based on Origin/ Destination surveys) to reflect both
benefits to the Member Agencies and the fact that transit is funded by sales tax revenue
(reflecting the logic that riders will spend most of their money in their county of residence).
The 2015 Origin / Destination survey reported that counties of residence are fairly stable, with
the biggest shift in rider home-counties from 2008 a decrease of three percent in Los Angeles
County offset by a three percent increase in Orange County. At the system level all other
lines stayed the same or changed by only one percent.

This concept has been discussed with the Working Group. Some members of the group were
strongly in favor of this idea while others were strongly opposed, arguing that the use of train
miles in the current allocation already reflects the benefits to member agencies of reduced traffic
on parallel highways. We acknowledge that relieving traffic on parallel highways is a benefit, but
using a combination of current boardings (based on ticket sales origins and destinations) and
county of residence would be the most accurate way to use existing, regularly collected data to
reflect the economic benefits to each county from the existence of Metrolink.
•

Many other regional commuter rail operations are single line operations, such as Caltrain, involve
only a single line of a regional system, such as Metro North Railroad's agreement with the State
of Connecticut. Furthermore, staff from the Member Agencies often took a greater interest in,
and had a proprietary attitude toward, lines that served their county. In light of this, SCRRA could
begin by allocating train operation, station operation and right-of-way costs to each line and then
allocating the costs for each line among the counties directly served. This may make it easier to
allocate the costs of each line, as the allocation to the counties will have a direct relationship with
the benefits that they receive from that line. However, it would not address the differences
between the agencies regarding approaches to allocations or the propriety of including benefits in
the allocation of costs.

6.

RECOMMENDATIONS AND POTENTIAL ALTERNATIVES

We held several meetings with the Working Group, which consisted of SCRRA staff and representatives
of all Member Agencies, in an effort to achieve consensus regarding how to improve allocations. These
included:
•

The initial, in-person, kickoff meeting with the Working Group on September 22, 2016.

•

Separate in-person or telephone meetings with staff of each Member Agency during September
and October, 2016.

•

An in-person meeting with the Working Group on November 30, 2016 during which we presented
and received feedback on the concerns expressed by Member Agencies, the allocation methods
used by peer agencies, our conclusions as to the best practices of other agencies, and
conceptual alternatives for allocations. Copies of the presentation and a model for testing
alternative allocations were subsequently provided to the Member Agencies.

•

Additional feedback from the Member Agencies regarding the November 30, 2016 meeting and
subsequent additional information was received in writing or by telephone during January and
February 2016.

•

A meeting by teleconference with the Working Group on May 24, 2017 during which we
presented and received feedback on additional conceptual alternatives for allocations. During this
meeting the representatives of Member Agencies requested data on station to station travel from
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the 2015 Origin-Destination Survey and from ticket sales, which information was sent on June 13,
2017.
•

A meeting by teleconference with the Working Group on July 14, 2017 to discuss our Draft Final
Report, which had been provided on July 12, 2017.

During these meetings, no consensus was reached by the members of the Working Group regarding any
changes to SCRRA's allocation methodology. These recommendations therefore represent the opinions
of the consultants. In our professional judgement these recommended actions would improve the current
allocation process by addressing the primary goals of fairness, equity and simplicity.

Capital Allocations
We recommend no major change to the February 2015 Principles for SCRRA Member Agency Capital
Project Cost Allocation, except with regard to the design of the all-share formula.

Issue 1: The all-share formula is based on out-of-date data
that does not reflect the current system nor the demographics
of the population using the system.

Conceptual alternatives for the design of the all-share formula include:
1.

Implementing a totally new formula, such as historic average operating allocations

2.

Revising the all-share formula only to replace the current boardings factor with a.

trip origins based on ticket sales,

b.

trip origins and destinations based on ticket sales,

c.

trip origins or boardings based on surveys of stations,

d. boardings from each station based on ticket sales, adjusted to exclude work trips based
on the most recent OD survey, or
e.

any of the above formulas excluding LA Union Station.

1.

Implementing a totally new formula is certainly possible, and there are a wide range of possible
formulas. One of the formulas used by other commuter rail operators is historic average operating
allocations, based on the logic that this would allocate capital cost in proportion to the allocable costs
and benefits received the agencies funding the commuter rail operator. This is a logical approach,
especially for a new system where all of the parties are in agreement that the allocations of operating
costs reasonably reflect the costs incurred and benefits received by each funding agency. However,
the SCRRA's Member Agencies are not in agreement that the current, or past, allocations accurately
reflect the costs incurred and benefits received and this would not be an optimal choice.

2.

An alternative approach is to make a minimal adjustment to the existing formula. This formula is a
simple calculation that incorporates several factors that relate to both the generation of costs and the
benefits received and was originally implemented with the agreement of all of the Member Agencies.
It is also important that this formula was designed with a factor that is not included anywhere else in
the allocations - boardings less LA Union Station. This factor originally would have been similar to
ridership by county of origin, since LA Union Station was the predominant work destination and only a
minor residential origin. Our focus therefore is to identify the option or options that are most similar to
the original boardings factor but using current data.
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a) Trip origins based on ticket sales - While most tickets sold ask for an origin and a destination, for
all trip types except a One Way Trip riders can enter the stations between which they are
traveling in any order. It is therefore unclear whether ticket sales data accurately reflects rider
origins versus destinations; we believe this to be an infeasible option.
b) Trip origins and destinations based on ticket sales - This is information that is clearly available for
the vast majority of trips taken on Metrolink. However, as this weights all trips taken equally, it
does not reflect the factor that was previously used in this formula.
c) Trip origins or boardings based on a survey of stations - SCRRA conducts an onboard survey
every few years that asks riders about the home station and non-home station used for specific
trips. The most recent surveys were completed 2008, 2010 and 2015. The 2015 survey is
based on a relatively small sample of 8,523 returned surveys compared with an average
weekday ridership of just over 39,000. This sample size was sufficient for a statistical precision
of+ 5% at a 95 percent confidence level for each line daypart ridership combination, but resulted
in a much lower statistical precision on a station level. Indeed, for only about ¼ of stations was
their share of total boardings from the survey within 10% of their share of total boardings based
on ticket sales in FY 2015. The resulting uncertainty about the accuracy of the survey data on a
station level makes it difficult to rely on this data for use in any allocations. Furthermore, as
there can be an interval of up to 5 years, or potentially more between surveys, the most recent
survey may not reflect the impact of the recent network improvements and expansions.
d) Boardings from each station based on ticket sales, adjusted to exclude work trips based on the
most recent OD survey - As discussed above, there are questions about the accuracy of the OD
survey data on the station level and we cannot recommend use of this data for that purpose.
e) Use of one of the other formulas but excluding LA Union Station - Using ridership based on ticket
sales and excluding LA Union Station would be the closest approach to the original boardings
factor using the strongest current data. While the mix of home and work use of all stations has
changed, none of the documents that we have reviewed specify that the exclusion of ridership at
LA Union Station was due solely to it being principally a work destination rather than having been
made in whole or in part based on its high level of transfer boardings and/or the perceived
fairness of the overall allocation. It is also important to note that while there has been an
increase in rail travel by individuals residing in and around LA Union Station, it is still the non
home end of almost half of all trips carried by Metrolink (49.1% based on the 2015 survey). This
therefore appears to be the best alternative for the all-share formula.
Recommendation 1: We recommend that the all-share formula utilize boardings based on annual ticket
sales, excluding LA Union Station in place of the previous boarding factor.

Issue 2: There is uncertainty how to address situations when agencies
provide work to accomplish an SCRRA project.
Recommendation 2: We recommend a minor change clarifying the principles for SCRRA Member
Agency Project Cost Allocation by including the following language:
If SCRRA has approved a project to purchase, construct, rehabilitate and/or upgrade an asset benefitting
more than one agency and one of the benefitting agencies expends funds to complete a portion of this
project separately from the SCRRA effort, any reduction in costs to the entire project will be considered a
payment by the agency making the separate expenditures. (For example, assume SCRRA approves a
project to rehabilitate specific track sections to comply with the Design Speeds set forth in Section 5.3 of
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the SCRRA Design Criteria Manual with an expected cost of $10,000,000. Assume further that an
agency chooses to upgrade a one of these track sections to allow for a higher operating speed than the
Design Speed at a cost of $2,000,000, but that this effort only results in a reduction in SCRRA's cost of
completing the entire project to the Design Speeds of $1,000,000. Under these circumstances the
agency will be credited with a payment on account of the project in the amount of $1,000,000.)

Operating Allocations
We proposed to the Working Group that the current operating allocations be revised to simplify the
allocations and increase the consideration of the benefits received by each agency. This was based on a
combination of our understanding of best practices at peer agencies and the expressed desire of
agencies to improve transparency and the ability to control costs.
The majority of the members of the Working Group expressed opposition to simplification and these
proposals. Furthermore, the members had fundamental differences regarding the desirability of including
additional measures of benefits in the allocation formulas. We have considered these factors and make
our recommendations focused on addressing the principal concerns with the current allocations that we
identified above.

Issue 1: The current allocations are complex and agencies have requested that
actions be taken to improve their ability to understand costs and their allocation, as
well as to address increasing costs. In our opinion, the greatest source of obscurity
and confusion is that all post 2007 service changes are categorized as Incremental
Service. Each of these service changes is allocated by a separate rule, but there are
no clear rules and calculations for how costs are allocated between pre-2007 service
and Incremental Service.
Recommendation 1: With regard to the budget for any given year, all service shall be classified as
either Continuing Service, defined as service which has been operated for at least one full year as of the
beginning of the year prior to the year being budgeted, or Incremental Service, defined as service which
has not yet been operated either at all or for a long enough period to be classified as Continuing Service.
In addition, any time one or more Member Agencies request additional benefits or a higher level of an
amenity, such as additional security, for some or all of the Continuing or Incremental Service, this shall be
defined as Special Amenities.
•

The cost and allocation of Special Amenities will be agreed to by SCRRA and the affected
Member Agencies in advance of the provision of any such amenities. If the amenities are to be
continued for more than one year, this cost will be indexed as appropriate to the unit costs under
one or more of SCRRA's contracts with a third party service provider. The allocation of the costs
of Special Amenities shall occur as the first step in cost allocation.

•

The annual cost of each Incremental Service will be estimated by SCRRA in advance of
operation using an average cost approach (including administrative costs but excluding costs
associated with Special Amenities) based on SCRRA current and projected operating costs and
the resources required to operate the service, including resources required in advance of
providing the service. Prior to the provision of service for any year, this cost must be agreed to by
any and all Member Agencies receiving this service, who must also agree in advance to an
allocation of this cost among themselves.
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•

The monthly cost of Continuing Service will equal the balance of costs (total costs minus costs of
Incremental Service) and be allocated based on existing formulas using lagged factors in place of
all projected factors.

•

Fare revenue will continue to be allocated to lines and then to the Member Agencies funding the
service on that line based on service train miles. This will continue to give transit agencies an
incentive to increase ridership and revenue, while also compensating agencies which fund train
service operation on that line.

Issue 2: Several agencies informed us that they had difficulty in
understanding the information on allocations provided by the SCRRA,
especially in understanding how changes in the price of services under
specific contracts was reflected in the subsidy each agency was asked to
provide.
Recommendation 2: Costs and cost allocations should be presented in a clearer format, such as:
•

Budget Category, e.g. Equipment Maintenance

•

Associated Costs and the Source, e.g. $21.8M Bombardier Contract

•

LESS Costs of Each Special Amenity & Incremental Service

•

EQUALS Net Costs of Continuing Service to be Allocated

•

Allocation Factor, e.g., 75% Train Miles Lagged/ 25% Unduplicated Stations

•

EQUALS Allocation to Each Agency
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Appendix A: Survey of Member Agencies
SCRRA / Metrolink Budget Allocation Assessment
Member Agency Survey
September 2016

SCRRA has embarked on a study of its budget allocation formulas and processes. An
important first step in this process is for the member agencies to provide input regarding
the relative importance that various considerations should play in determining whether
or not a budget allocation is good. Your responses to the following questions will assist
our consultant team in establishing criteria for evaluating SCRRA's current budget
allocation formulas as well as developing and evaluating alternative formulas. Please
complete this questionnaire by filling in the blanks in the electronic form and return it to
Rick Halvorsen at L TK (rhalvorsen@ltk.com) by September 30, 2016.
Member agencies will also be asked to meet with a member of our consultant team
during the first week of October to clarify their responses to this survey, and to discuss
SCRRA's current allocation formulas and the agency's thoughts regarding alternative
formulas.
1. Please rate the relative importance each of the following considerations
should have in the design of SCRRA's OPERATING budget allocation formulas on
a scale of 1 to 5, with "5" representing very important and "1" relatively
unimportant.
a.

Simplicity of the formula

b.

Transparency of the formula

C.

Equity of the formula

d.

Sustainability of the formula with future system changes

e.

Ease of obtaining and monitoring the data included in formula

f.

other:

Comments:
2. Please consider how well SCRRA's current OPERATING budget allocation
formulas meet each of the same goals, using the same rating scale (1-5); "5"
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would indicate that the current structure does an excellent job at meeting the
goal, "1" would indicate that it does a poor job:
a.

Simplicity of the formula

b.

Transparency of the formula

C.

Equity of the formula

d.

Sustainability of the formula with future system changes

e.

Ease of obtaining and monitoring the data included in formula

f.

other:

Comments:
3. Equity has different meanings to different individuals. Following are several
factors that could be considered in determining if an allocation is equitable.
Please rate the relative importance each of these factors should have in the
design of SCRRA's OPERATING budget allocation formulas on a scale of 1 to 5,
with "5" representing very important and "1" relatively unimportant.
a.

Based directly on each agency's decisions on service levels ......

b.

Based on service available to customers originating from each agency
(e.g., trains or seat miles)

c.

Based on service available to customers traveling to each agency
(e.g., trains or seat miles)

d.

..........................................
..........................................

Based on service consumed by customers originating from each agency
(e.g. passengers or passenger-miles)

e.

Based on service consumed by customers traveling to each agency
(e.g. passengers or passenger-miles)

........................

f.

Based on boardings from stations in an agency's service area .. .

g.

Based on the location of facilities (e.g., track and stations)

h.

Related to the allocation of revenue from a service

i.

other:

Comments:
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4. Please rate the relative importance each of the following considerations
should have in the design of SCRRA's CAPITAL budget allocation formulas on a
scale of 1 to 5, with "5" representing very important and "1" relatively
unimportant.
a.

Simplicity of the formula

b.

Transparency of the formula

C.

Equity of the formula

d.

Sustainability of the formula with future system changes

e.

Ease of obtaining and monitoring the data included in formula

f.

other:

Comments:
5. Please consider how well SCRRA's current CAPITAL budget allocation
formulas meet each of the same goals, using the same rating scale (1-5); "5"
would indicate that the current structure does an excellent job at meeting the
goal, "1" would indicate that it does a poor job:
a.

Simplicity of the formula

b.

Transparency of the formula

C.

Equity of the formula

d.

Sustainability of the formula with future system changes

e.

Ease of obtaining and monitoring the data included in formula

f.

other:

Comments:
6. Equity has different meanings to different individuals. Following are several
factors that could be considered in determining if an allocation is equitable.
Please rate the relative importance each of these factors should have in the
design of SCRRA's CAPITAL budget allocation formulas on a scale of 1 to 5, with
"5" representing very important and "1" relatively unimportant.
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a.

Based directly on each agency's decisions regarding capital
improvements

b.

..........................................................

Based on the county where customers board trains that
will use the improvement

c.

Based on the county where customers alight from trains that
will use the improvement

d.

Based on the counties served by each line using
the improvement ..............................................................

e.

Based on the location of improvement

f.

other:

Comments:

Thank you for participating in this effort.
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Appendix B: Summary of Survey Results
I

OCTA

I

LA Metro

I

SBCTA

RCTC

I

I

VCTC

Question 1 Please rate the relative importance each of the following considerations should have in the design of SCRRA's OPERATING budget allocation formulas on a scale of 1 to 5, with ·5·
representing very important and ·1· relatively unimportant.
1

a
b
C

d
e
f

f

Simolicitv
Transoarencv
Equity
Sustainabilitv
Ease of obtaining
data
Other (Item)

Other /Ratina\
Comment

LTK

4
4
5
4
5

3
3
5
5
3

1
5
5
3
4

n/a

Ability to manage the budget
during the year

Forecasting: the ability to
n/a
accurately forecast the financial
impacts of future changes is
critical as a variable in the
formula.

nla

5
4
As noted below under the
n/a
discussion of equity, LA l'v1etro
is concerned that by focusing
on a pure costs allocation
model, it ignores the fact that
Metrolink is a multi-jurisdictional
agency with a focus on easily
measured cost variables that do
not refelct a balanced approach
to the value of the system
across jurisdictions. The
formula needs to be structured
in a way that allows the agency
to manage and adapt to
changing circumstances as the
year progresses without
fundamentally or materially
altering the member agency's
rates of contribution. The
current methodology enforces a
lack of flexibility.

OCTA would like to ensure that
county line to Oceanside
remain noted as unduplicated
route miles

Contract E741C-15, Task 20

3
4
5
4
4

4
4
4
5
4/5
n/a

nla

nla

n/a

Transparance and simplicty of
the formula seem to be
interchangable and related to
the ease of obtaining the data in
the formula. There is
siginificance, from a finance
management perspective, if the
formula is comprised of data
that can't be easily
tracked/managed/audited
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OCTA

SBCTA

LA Metro

RCTC

VCTC

Question 2 Please consider how well SCRRA's current OPERATING budget allocation formulas meet each of the same goals, using the same rating scale (1-5); -5· 1NOuld indicate that the current
structure does an excellent job at meeting the goal, "1" 1NOuld indicate that it does a poor job:
2

a
b
C

d
e
f
f

Simolicitv
Transoarencv
Eauitv
Sustainability
Ease of obtaining
data
Other /lteml
Other /Ratinci)
Comment

LTK

2
2
3
3
3

2
2
1
1
2

1
1
unsure
2
5

3
2
3
3
3

n/a
n/a
n/a

n/a
1
4
3/4
don't know enough info to score

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
LA Metro is concerned that the While the inputs of the current n/a
See comment below
most important factors, equity
operating budget allocation
and sustainability are currently formulas are clear, the formulas
the least accomodated factors. themselves are
Service changes in recent
unknown/unclear
years have been added
incrementally without clear
understanding of the long range
financial impact among and
across members.
VCTC comment : The format of the formula is problematic because it essentially has no format, and it needs context. SCRRA staff, TAC members, CEOs, CFOs,
and Board members have changed over time relative to the formula - and everytime each of these roles are vacated and filled by a new person, the level and
capacity of insitutional knowledge changes. A new person in any of these roles may or may not have a background in rail, or a background in finance, so it v.ould
drastically help for the formula to be provided with some useful context and narrative so that it can be understood more easily in laymen's terms. Over the past three
years on the TAC alone there have been 7-8 changing seats on the TAC. Thank you Metrolink for finally including the forumla in the annual Budget document as a
reference table. However, as a standalone document, the forumla is treated as a smattering of tables with a sprinkling of definitions. For policy decision makers,
brand new Board members, etc this is not helpful and its time consuming to constantly be bringing people up to speed. To avoid constantly having to educate new
people on 'Mlat the formula is and how it 1NOrks, it 1NOuld tremendously help if the annual Budget document included an appendix of the formula with a mini-glossary of
terms that gives some standing narrative of 1) 'Mly SCRRA uses a cost allocation formula and if using a formula like ours is typical of the industry, 2) 'Mlat are the
components of the cost allocation formula and how are they measured (and 'Mlo measures them - auditors? finance staff? contractors?), and 3) 'Mlat components
are subject to change every year and 'Mlat components are subject to change via Board policy - and perhaps 'Mlat are the most common sources of funds that
member agencies use to fund the allocation formula. The narrative should include written examples. A document like this could be included in the annual Budget
document, or in the annual Board 1NOrkshop materials - but it should be provided at least once a year to everyone so there is always a written point of reference that
lays out the finance frame1NOrk. To expand - it might also be \NOrlh including a "Cost Allocation Formula 101" session/presentation at the annual Board \NOrkshop
purely for educational purposes to refresh and inform new and old Board/Staff/CEO members on the basic nuts and bolts of the finance framework. There have been
so many internal and external changes among the JPA that I think its an appropriate time to reintroduce some basic education to the JPA. That way, once there is a
solid understanding among JPA members· in the future it 1NOuld be easier and more meaningful to have the entire conversation about CHANGING the formula.
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I
I
VCTC
RCTC
I
I
SBCTA
I
LA Metro
OCTA
Question 3 Equity has different meanings to different individuals. Following are se-,eral factors that could be considered in determining if an allocation is equitable. Please rate the relati-,e
i"1)0rtance each of these factors should haw in the design of SCRRA's OPERATING budget allocation formulas on a scale of 1 to 5, wth ·s· representing wry important and T
relatiwly unimportant.
I--

3

a

Agency's decisions 4
on service

4

4

5

2

b

Service Available to
customers
originating from
Aqencv
ServiceAvailable to
customers trawling
toAooncv
Service consumed
by customers
originating from
Aooncv
Service consumed
by customers
trawlinq toAoencv
Boardings from
stations in
agency's service
area
Based on location
of facilities
Related to
allocation of
rewnue from
service
Other (Item)

3

4

4

2

3

3

2

4

2

4

5

4

4

2

4 • how is this different from b

5

2

4

2

4 • how is this different from c

4

4

no answer, redundant question 2

4

4

1

4

2

5

5

1

5

3

4

n/a

nla

n/a

n/a

n/a
n/a

n/a
n/a
n/a
The current formula is too
focused on train miles wthin
each county �th approximately
75% of the budget allocation
based on miles in one form or
another. In and of emsetves.
miles may not accurately reflect
the owrall distribution of the
regional benefits of commuter
rail services. Access to the
system, origination or riders.
benefits to the constituents or
each fv'emberAgency. and
other factors should be giwn a
larger weight in the owrall
co"1)0sition in the assignment
of costs and rewnues.

Based on train miles �thin a
countv
4

C

d

e
~

f

g
h

i
i

-~

Other !Ratinal
Comment
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nla
nla

VCTC
I
RCTC
SBCTA
OCTA
LA Metro
I
I
I
I
Question 4 Please rate the relative importance each of the following considerations should have in the design of SCRRA's CAPITAL budget allocation formulas on a scale of 1 to 5, with ·s·
representing very important and "1" relatively unimportant.
4

a
b
C

d

e

f

f

4

3

1

3

4

4

3

5

4

4

4

5

5

5

4

5

5

3

4

4

Ease of obtaining 5
and monitoring the
data included in
formula
Other (Item)
n/a

3

4

4

4

n/a

Other (Rating)
Comment

n/a
The current capial distribution
system has only two factors geographic location or a
"systemwide" improvement.
Geographic based alllcations
are generally 1 to 1 and the
systemwide allocation needs to
be uodated.

n/a
Forecasting: the ability to
accurately forecast the financial
impacts of future changes is
critical as a variable in the
formula
n/a
5
n/a
n/a

Simplicity of the
formula
Transparency of
the formula
Equity of the
formula
Sustainability of the
formula with future
system changes

I
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n/a

n/a
n/a

I

OCTA

I

LA Metro

I

SBCTA

RCTC

I

I

VCTC

Question 5 Please consider how well SCRRA's current CAPITAL budget allocation formulas meet each of the same goals, using the same rating scale (1-5); "5" would indicate that the current
structure does an excellent job at meeting the goal, ·1· would indicate that it does a poor job:
5

a
b
C

d

e

f
f

Simplicity of the
formula
Transparency of
the formula
Equity of the
formula
Sustainability of the
formula with future
system changes

4

3

1

3

n/a

4

3

1

3

n/a

4

4

1

4

n/a

4

3

1

3

n/a

Ease of obtaining
and monitoring the
data included in
formula
Other (Item)
Other (Ratina)
Comment

4

3

1

3

n/a

n/a
n/a
n/a

n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
While the capital budget
allocation formula specified for
the San Bernardino Line is
clear, in addition to the member
agency capital project cost
allocation principles, the current
system-wide capital budget
allocation formulas are
unknown/unclear
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n/a
n/a
n/a

OCTA
LA Metro
SBCTA
RCTC
I
VCTC
I
I
I
I
Question 6 Equity has different meanings to different individuals. Following are several factors that could be considered in determining if an allocation is equitable. Please rate the relative
importance each of these factors should have in the design of SCRRA's CAPITAL budget allocation formulas on a scale of 1 to 5, with "5" representing very important and ·1· relatively
unimportant.
6 a
Based directly on
each agency's
decisions
regarding capital
imorovements
5
4
new capitla 4, rehab 2
3
5
b
4
Based on the
2
new capitla 2, rehab 2
4 - better language would be
county where
"benefiting from the
customers board
2
improvement"
C
Based on the
county where
customers alioht
4
2
new capitla 2, rehab 2
4
2
d
Based on the
counties served bv 5
3
new capitla 3, rehab 5
5
3
e
Based on the
location of
3
3
new capitla 2, rehab 2
3
3
f
Other /Item\
n/a
n/a
n/a
n/a
n/a
f
Other /Ralina\
n/a
n/a
n/a
n/a
n/a
Comment
n/a
See comment below
There are rehab improvements All the agencies have planned n/a
that might be within LA County and budgeted the expenses
but on the San Bernardino Line related to Metrolink services
based on the existing formulas,
that affect service to
constituents. Also, capital
any dramatic change that
projects that have a systemswings the costs betvveen
wide impact such as new or
agencies could have dramatic
rehabilitated locomotives are not impacts and those impacts need
well captured in this question
to be fully understood. The
effort is not something to rush
into to try to meet budget
develoament aoals.
Comment from LA METRO Capital decisions need to be made not only on the basis of financial contributions, but also on the work to be done in concert with the
SCRRA ability to deliver on that which was programmed.An established, prioritized, and well defined plan for expansion and capital rehabilitation is critical for the
members to identify a multi-year funding program. The current version of SCRRA Rehabilitaion/Capital Maintenance requesting a three year commitment from the
members of +$700 million does not qualify as a plan. Significant discussion across, between, and among the memebrs should have been pursued long prior to that
document necoming a document of record. It is very likely that accomodations and agreements could have been identified. It may be further appropriate to focus
sepatately on expansionary capital improvements and rehabilitation projects. Building new is very different than the ongoing lifecycle maintenance requirements. The
current "Principals of Member Agency Cost Allocation for Capital Projects" provides an excellent starting point for this discussion.
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Appendix C: Examples of Alternative Allocations
These examples were provided and discussed at the meeting of the Working Group on November 30,
2016 and set forth the highlights of the current system and two examples illustrating how simplified
allocations could be implemented based on the Fiscal Year 2016 - 2017 Adopted Budget. The current
allocations are from Exhibit 3.7 of the SCRRA Budget Book. The Lagged Train-miles, Unduplicated
Route Miles, and Unduplicated Stations are from Exhibit 10.1 of the SCRRA Budget Book. Boardings are
based on the PUC 99314 Allocation shown in the 2015-2016 State Transit Assistance Allocation
Preliminary Estimate dated January 30, 2015. County of Residence is based on Table 13 of the SCRRA
2015 Origin Destination Study.
1.

Current Formula
a. All revenues are allocated separately from costs.
b. Costs are allocated according to multiple formulae. The principal factors used are:
i. 68% Train-miles - calculated in multiple ways including lagged, budget, and line
specific for incremental costs
ii. 22% Unduplicated Route Miles
iii. 5% Boardings
iv. 5% Unduplicated Stations - calculated according to the current formula

2. Sample Alternative Formula 1
a. All revenues are subtracted from total system costs prior to any allocations.
b. Total system costs are allocated based on a single formula consisting of the following
factors and their weights:
i. 55% Lagged Train-miles - calculated according to the current formula
ii. 20% Unduplicated Route Miles - calculated according to the current formula
iii. 10% Boardings - based on the data provided to the State of California
iv. 10% County of Residence - based on the most recent Origin/ Destination
Survey (currently the 2015 survey)
v. 5% Unduplicated Stations - calculated according to the current formula
3.

Sample Alternative Formula 2
a.

All revenues are subtracted from total system costs prior to any allocations.

b.

Total system costs are allocated based on a single formula consisting of the following
factors and their weights:
i. 65% Lagged Train-miles - calculated according to the current formula
ii. 20% Unduplicated Route Miles - calculated according to the current formula
iii. 5% Boardings - based on the data provided to the State of California
iv. 5% County of Residence - based on the most recent Origin/ Destination Survey
(currently the 2015 survey)
v. 5% Unduplicated Stations - calculated according to the current formula
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Current Allocations ($000)
Total Revenue Allocation
Total Cost Allocation
Total Subsidy
Share of Subsidy

Total I LA Metrol OCTA

IL _
$101,825
-$243,814
-$141,989

_L__
I _____J__I_I

____J_I RCTC

$51,822
-$123,820
-$71,998
S0.71%

$25,528
-$53,822
-$28,294
19.93%

$8,434
-$25,779
-$17,345
12.22%

SBCTA

VCTC

$12,665
-$27,506
-$14,841
10.4S%

$3,377
-$12,888
-$9,511
6.70%

Sample Alternative Allocation 1 - Replace Minor Factors with Considering Boardings & County as 20% of Factors
Lagged Train-Miles
Unduplicated Route Miles
Unduplicated Stations
Boardings
County of Residence
Share of Costs

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

53.55%
47.23%
44.07%
51.88%
38.38%
50.13%

24.20%
17.27%
20.34%
24.20%
17.17%
21.92%

7.31%
14.99%
15.25%
7.64%
18.18%
10.36%

11.64%
9.98%
11.86%
13.10%
21.21%
12.42%

3.30%
10.53%
8.48%
3.18%
5.05%
5.17%

Total Costs
-$243,814
Revenue
$101,826
Total Subsidy
-$141,988
Change in Subsidy (Positive is Reduction in Subsidy)
New Share of Subsidy
Change in Share of Subsidy

-$122,220
$51,822
-$70,398
$1,600
49.58%
-1.13%

-$53,440
$25,528
-$27,912
$383
19.66%
-0.27%

-$25,267
$8,434
-$16,833
$512
11.86%
-0.36%

-$30,287
$12,665
-$17,622
-$2,781
12.41%
1.96%

-$12,600
$3,377
-$9,223
$287
6.50%
-0.20%

Weight
55%
20%
5%
10%
10%

Sample Alternative Allocation 2 -- Similar to 1 but Considering Boardings and County as 10% of Factors
Lagged Train-Miles
Unduplicated Route Miles
Unduplicated Stations
Boardings
County of Residence
Share of Costs

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

53.55%
47.23%
44.07%
51.88%
38.38%
50.97%

24.20%
17.27%
20.34%
24.20%
17.17%
22.27%

7.31%
14.99%
15.25%
7.64%
18.18%
9.80%

11.64%
9.98%
11.86%
13.10%
21.21%
11.87%

3.30%
10.53%
8.48%
3.18%
5.05%
5.09%

Total Costs
-$243,814
Revenue
$101,826
Total Subsidy
-$141,988
Change in Subsidy (Positive is Reduction in Subsidy)
New Share of Subsidy
Change in Share of Subsidy

-$124,273
$51,822
-$72,451
-$453
51.03%
0.32%

-$54,296
$25,528
-$28,768
-$474
20.26%
0.33%

-$23,901
$8,434
-$15,467
$1,877
10.89%
-1.32%

-$28,942
$12,665
-$16,277
-$1,436
11.46%
1.01%

-$12,402
$3,377
-$9,025
$486
6.36%
-0.34%
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65%
20%
5%
5%
5%

Page 36

