
 

 

 
 
 

STAFF REPORT 
 
 
 
 
 
SUBJECT: SBMTD Funding Allocations 
 
 
MEETING DATE: May 15, 2003  AGENDA ITEM:   14         
 
 
RECOMMENDATION: 
 
Receive report on fiscal oversight of funds allocated by SBCAG to the Santa Barbara 
Metropolitan Transit District. 
 
DISCUSSION: 
 
At the April Board meeting, Supervisor Gray requested that staff provide a brief report outlining 
the various funds allocated by SBCAG to the SBMTD and describing SBCAG�s role in the fiscal 
oversight of these funds.   
 
The attached table identifies funds that are currently programmed in the 2002 Federal 
Transportation Improvement Program (FTIP) for projects to be implemented by MTD.  All 
federally funded and regionally significant projects implemented by MTD are required to be 
included in an FTIP adopted every two years by SBCAG.  Inclusion of a project in the FTIP 
constitutes SBCAG�s approval of the projects.  The table also identifies the amount of 
Transportation Development Act (TDA) funds allocated for the current year by SBCAG to the 
MTD.  Note that the table does not include projects that have previously obligated funding and 
are no longer listed in the FTIP such as the South Coast Transit Priorities project. 
 
Following is a discussion of SBCAG�s fiscal oversight role for funds allocated by SBCAG to 
SBMTD: 
 
Transportation Development Act Funds  SBCAG allocates about $6.0 million annually in Local 
Transportation Funds (LTF) to MTD under the Transportation Development Act.  The allocations 
are determined by a population-based apportionment formula.  The funds are used by the MTD 
for operating costs and to serve as a local match for federal capital and operating funds.   
 
Each claimant that receives TDA funds is required by state regulations to complete an annual 
fiscal and compliance audit.  Audit reports must be prepared by an independent auditor 
according to generally accepted auditing standards.  These annual audits are generally required 
to include determinations that the claimant was eligible to receive TDA funds, the claimant is 
maintaining its accounts and records in compliance with regulations adopted by the State 
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Controller, and the funds were expended in conformance with TDA requirements.   The 
completed audits must be submitted to the State Controllers� office.  SBCAG is prohibited from 
allocating TDA funds to a claimant who has failed to submit completed audit reports in 
accordance with a specified schedule. 
 
According to the regulations, SBCAG is responsible for ensuring that each TDA claimant 
including MTD completes an annual audit and for providing such information as is needed to 
perform the audits (eg., allocation instructions).  Other than these requirements, the governing 
statute and regulations are silent as to any specific authority for fiscal oversight by SBCAG.  
SBCAG does receive copies of each claimant�s annual audit.  To the extent that findings are 
made affecting future TDA funds, SBCAG would have an inherent duty to ensure that adverse 
audit findings are corrected. 
 
Federal Transit Administration Funds  Federal Transit funds are programmed in the FTIP for 
several MTD projects.  The FTA Section 5307 urbanized area formula funds are apportioned 
annually to SBCAG and SBCAG, then allocates the funds to the three urbanized area transit 
operators in the county.  MTD receives about $3.0 million annually in 5307 funds.  Other federal 
funds including Section 5309, Regional Surface Transportation Program (RSTP) and CMAQ are 
allocated on a discretionary basis to specific MTD projects by SBCAG or through congressional 
funding earmarks.  CMAQ and RSTP funds are administered by FTA as Section 5307 funds 
under the �flexing� provisions of TEA 21. 
 
Before MTD can receive any federal funds, MTD must enter into a grant agreement with the 
FTA.  SBCAG reviews the grant application before it is formally approved by the FTA to ensure 
that it is consistent with the FTIP.  As a federal grantee MTD is subject to the extensive 
requirements identified in the agreement and various federal regulations.   Among other 
requirements, the MTD as a grant recipient is required to obtain the services of an independent 
auditor to conduct a single audit each year in compliance with OMB regulations.   The audit is to 
determine if the grantee:  
 

1. Has prepared financial statements that fairly present its financial position and the 
results of its financial position and the results of its financial operations in accordance 
with generally accepted accounting principles;  

2. Has in place internal accounting and other control systems to provide reasonable 
assurance that it is managing Federal financial assistance programs in compliance 
with applicable laws and regulations; and  

3. Has complied with laws and regulations that may have material effect on its financial 
statements and on each of its major Federal assistance programs (as defined 
according to the sliding scale discussed in A-133).  

Grantees are required to take corrective actions to resolve any audit findings and the audit is not 
considered resolved by FTA until corrective actions have been taken. 

In summary, SBCAG�s role with respect to state TDA funds is generally to allocate the funds to 
the SBMTD and other local agency claimants (cities, county, transit and paratransit operators) 
and to ensure that each claimant completes a yearly financial audit.   State statutes and 
regulations assign no other specific fiscal oversight responsibilities to SBCAG.  SBCAG�s role 
with respect to federal funding is primarily to program projects in the FTIP according to regional 
priorities.  The MTD as a grantee must then enter into a grant agreement with the FTA and must 
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comply with federal requirements including financial reporting and completion of fiscal and 
compliance audits.  FTA as the granting agency assumes the responsibility for fiscal oversight 
of federal funds awarded according to a grant agreement. 

It must be noted that SBCAG does have other responsibilities related to the apportionment, 
allocation and programming of state and federal funds such as making findings regarding unmet 
transit needs (TDA) and monitoring projects to ensure timely use of funds requirements are met 
(SB 45 and AB 1012).  These responsibilities as specified in statute or regulation do not extend 
to fiscal oversight of agencies expending the allocated/programmed funds. 
 
 
COMMITTEE REVIEW: None 
 
 
STAFF CONTACT:  Jim Kemp 
 
 
 



Project Years Funding Source Amount
Hybrid-Electric Bus Enhancement FY 03 CMAQ 3,600,000$             
Hybrid-Electric Bus Enhancement FY 03 FTA 5309(c) 2,880,000$             
Hybrid-Electric Bus Enhancement FY 03 Local 1,320,000$             
Regional Service Santa Ynez Valley/South Coast FY 03 CMAQ 1,903,000$             
Regional Service Santa Ynez Valley/South Coast FY 03 Local 247,000$                
SBMTD Operating Assistance from the 2002 FTIP FY 03-FY 05 FTA 5307 9,519,000$             
SBMTD Operating Assistance from the 2002 FTIP FY 04-FY 05 TDA 11,171,000$           
ADA Paratansit FY 03-FY 05 RSTP 263,000$                
ADA Paratansit FY 03-FY 05 Local 35,000$                  
TDA Allocations FY 03 TDA 5,815,143$            

Grand Total 36,753,143$     

Funding Source Total
CMAQ 5,503,000$             

FTA 5307 9,519,000$             
FTA 5309 2,880,000$             

RSTP 263,000$                
Local 1,602,000$             
TDA 16,986,143$          

Grand Total 36,753,143$     

MTD Projects in 2002 FTIP


