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Background

e Under the ARRA Transit Capital Formula program, funds were apportioned to the states and
to individual urban transit agencies under two existing Federal Transit Administration (FTA)
Programs, Section 5307 Urban Formula and Section 5311 Nonurban Formula.

e Section 5311 Nonurban Formula funds must be used to support public transportation in
areas of less than 50,000 populations, including rural transit and intercity bus. The Michigan
Department of Transportation (MDOT) is the designated recipient of these funds.

e Under existing federal law, 15% of the apportionment must be used to assist rural intercity
bus service and the remainder can be used for rural local transit.

e The following Section 5311 formula funds were apportioned to MDOT:

Section 5311 ARRA Apportionment to MDOT - Total | $25,787,129
Intercity Bus Set-Aside (15%) $3,868,069
Rural Local Transit $21,919,060

e The majority of Section 5311 ARRA funds had to be used for capital projects — only 10%
could be used for operating assistance

MDOT’s Approach and Accomplishments

MDOT’s strategy for the ARRA Nonurban transit formula funds was to provide for economic
investment through a mixture of capital projects that would:

Improve the condition of our rural transit fleet

Improve the condition of rural agency facilities

Improve transit efficiency and effectiveness

Enhance the rural intercity bus infrastructure

Rural Local Transit

Improving the condition of the rural transit fleet was a top priority for MDOT and we
programmed nearly $10 million in the form of grants to rural transit agencies for bus
replacement.’ For many years Michigan has been using all the available federal funds for rural
transit to support operations. As state revenues decline, the state’s share of transit operating
expenses declines each year. The federal funds we receive each year have helped keep buses

' The accomplishments in this document include the $25.7 million in the form of the Section 5311 Nonurban
apportionment to and programmed by MDOT and $524,000 in ARRA highway funds “flexed” to rural transit
agencies that were programmed locally and but are managed by MDOT.
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on the road providing much needed service, but the buses themselves were aging. Some rural
agencies had more than 30% of their fleet past its useful life and yet were continuing to rely on
these aging buses to provide transit service. As buses age, maintenance costs increase and the
cost to federal, state, and local governments as well as transit riders to maintain existing
services increase. The one-time influx of ARRA funds helped us catch up -- once all 100 ARRA-
funded rural buses are on the road, the percent of the fleet past its useful life will be down to
14%.

As part of its ARRA program, MDOT worked with the Michigan Department of Technology,
Management and Budget to issue a $5.6 million contract for up to 50 small hybrid buses. The
new "green" technology is expected to improve fuel economy and reduce maintenance costs
and greenhouse gas emissions. The bus hybrid system was made by Azure Dynamics in Oak
Park, the battery packs by Cobasys in Lake Orion and a future-use lithium battery will be made
in a new Johnson Controls, Inc. plant in Holland. The first small hybrid bus using ARRA funds
was delivered to the Charlevoix County transit agency in July 2010 and will soon be operating as
part of the county’s transit system on Beaver Island.

MDOT also wanted to invest in our rural transit facilities, so approximately $7.0 million was
allocated to facility projects. These projects are especially rewarding because not only do they
directly benefit the transit system, they lead to local jobs. Agencies in need of new facilities
had either outgrown their existing facilities or were operating out of rented or hand-me-down
buildings that were not designed for efficient transit operations. There were a handful of rural
transit agencies that had already received a federal grant from Congress for a new facility, but
they needed additional funds to push the project from the design phase into the construction
phase and that is what ARRA was all about — accelerating “ready to go” transportation
investments into implementation.

Four rural transit agencies received ARRA grants from MDOT for new administrative/bus
storage/ maintenance facilities, three of which are completed and in full operation (Clare,
Allegan, and Wexford Counties) with the fourth (Benzie County) scheduled to open in late 2010.
Another 19 grants were made for renovation of existing facilities including energy efficiency
improvements based on energy audits performed with ARRA funds.

In addition to buses and facilities, MDOT invested $2.5 million in ARRA funds to support rural
transit operations. Sixty-six rural transit agencies received a small allocation of this $2.5 million
to supplement the state and federal funds they will receive from MDOT in FY2010. In total
these agencies provide over 7 million passenger trips a year and over 40% of these trips are to
get to work, medical appointments and school. Fifty-eight rural transit equipment projects
were funded with $1.4 million, with a focus on equipment that would improve operational
efficiency, safety and security.

In addition to the ARRA funds received from FTA, fourteen nonurban transit agencies applied
for and received $524,072 of ARRA funds which were flexed from FHWA to fund facility
renovation, equipment and buses.




MDOT also had the ability to program some ARRA transit funds allocated by Congress for small
urban areas. While most of the small urban transit funds were awarded directly by FTA to
individual transit agencies, MDOT worked allocated $531,000 for a demonstration project
involving mini-hybrids kits. Use of the mini-hybrid kit has been shown to increase fuel economy
by 10 percent, eliminate the use of hydraulic fluids, and reduce maintenance costs and curb
noise. MDOT received approval from FTA to award the funds to several small urban agencies
who used them to retrofit/refurbish existing transit buses. Results to date have been positive.

MDOT’s ARRA investments directly support transit system condition goals recently established
by MDOT and the transit industry, including the system condition goals to: maintain service
levels, reduce the percentage of buses past their useful life that remain in operation, use of
asset management principles in investment decisions, increase the percentage of green
vehicles in the fleet and increase use of green technologies in facility construction and
operation.

Rural Intercity Bus

Fifteen percent of the nonurban transit apportionment to MDOT was used for rural intercity
bus services. MDOT's role in the Intercity Bus Program is to support and supplement the
services provided by the individual carriers to help maintain public intercity passenger
transportation as a viable mode of travel in Michigan. The state has a two-pronged approach to
intercity passenger service. First, MDOT uses state and federal funds to contract with carriers
to provide route service that would not otherwise exist, i.e., would not be provided by the
carrier absent a state subsidy. Second, MDOT provides state and federal funds to enhance the
intercity passenger infrastructure, such as construction of intercity passenger terminals and the
purchase of intercity motor coaches. These investments help enhance the transportation
experience for intercity passengers and help reduce costs for the carriers. Since the focus of
ARRA was on capital investment, MDOT considered motor coaches and terminal-related
projects in its overall approach.

A total of 12 intercity motor coaches would be eligible for replacement over the time period
ARRA funds would need to be obligated. MDOT granted $3.4 million to Greyhound Lines, Inc.
and Indian Trails, Inc. to procure motorcoaches in accordance with state and federal
procurement regulations. As of September 2010, all 12 motor coaches have been bid out and
five are under contract. Buses under contract are being manufactured and should be in service
by November 2010. Due to Comprehensive Transportation Fund revenue shortfalls, state funds
would not have been available to replace intercity motor coaches and therefore the ARRA
funding allowed MDOT to keep up with the replacement schedule. As motor coaches age,
maintenance costs increase and the cost to MDOT to maintain service contracts can increase. It
also allowed non-ARRA federal funds and state funds to be used in support of MDOT’s intercity
bus service contract, ensuring all intercity bus services would remain in operation through
FY2011.




The remaining intercity bus funds were used for facility improvements including passenger
shelters to serve rural intercity bus stops in Gogebic County, upgrades at the Saginaw intercity
bus station and to Indian Trails’ maintenance facility is Shiawassee County and new signage on
state and local roads to guide users to intercity bus stations at various locations throughout the
state.

Statistics
All funds are fully programmed and have been obligated in grants between MDOT and the

Federal Transit Administration and contracts between MDOT and its subrecipients. Over 200
projects were funded statewide throughout the rural transit and intercity bus network.

Item Amount Number of Projects

Rural Transit Buses* $11,920,566 100

Rural Transit Equipment $1,401,633 58

Rural Transit Facility Construction $6,570,000 4

Rural Transit Facility Improvements $562,000 19

Rural Transit Energy Audits $65,716 22

Rural Transit Operating Assistance $1,923,217 n/a

Rural Intercity Bus Capital $3,868,069 17
$26,311,201 220

* includes $913.00 for bus decals
As of July 2010:

$9.6 million expended of which $2.4M has been on salaries (rural transit operations)
®m 42 FTE equivalent jobs created or retained

In addition to the ARRA nonurban transit program, 18 urban transit agencies received $108
million in ARRA funds directly from FTA and are using those funds to replace vehicles, complete
facilities and support their operations.

ARRA Transit Related Discretionary Programs

MDOT and local transit agencies also applied to various ARRA discretionary (competitive)
programs. Awards included:

®  Based on applications submitted to the Federal Highway Administration (FHWA) by MDOT
under the FHWA Ferry Boat Discretionary program, $1.175 million was awarded for dock
repairs in the St. Mary River to the Eastern Upper Peninsula Transportation Authority
(EUPTA), a bus and ferry transit system serving Chippewa and Luce Counties including




Drummond, Sugar and Neebish Islands. Under this same program, $7.1 million was
awarded to Detroit Wayne County Port Authority million to assist with design and
construction of new offshore wharf and passenger terminal building which were initiated
with federal funds awarded under SAFETEA-LU.

®  The FTA awarded $2.6 million to the transit agency in Alpena County under the ARRA
Transit Investment for Greenhouse Gas and Emissions Reduction (TIGGER) program. MDOT
has applied and received this grant from FTA and passed the funds onto the transit agency.
They are working with the Center for Transportation and the Environment out of Atlanta,
Georgia, to build low-floor hybrid buses and evaluate the benefits of hybrid buses in a rural
area. Also under the TIGGER program, FTA awarded the Genesee County transit agency2
$2,200,000 to procure zero emissions buses.

B Based on an application submitted by MDOT, the U.S. Department of Transportation
(USDOT) approved $25 million for the Woodward Light Rail project. In cooperation with

USDOT and FTA, the grant has been assigned to the City of Detroit and the City will work
directly with FTA in expending the grant funds.
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