
AUTHORS

DETAILS

Distribution, posting, or copying of this PDF is strictly prohibited without written permission of the National Academies Press.  
(Request Permission) Unless otherwise indicated, all materials in this PDF are copyrighted by the National Academy of Sciences.

Copyright © National Academy of Sciences. All rights reserved.

THE NATIONAL ACADEMIES PRESS

Visit the National Academies Press at NAP.edu and login or register to get:

–  Access to free PDF downloads of thousands of scientific reports

–  10% off the price of print titles

–  Email or social media notifications of new titles related to your interests

–  Special offers and discounts





BUY THIS BOOK

FIND RELATED TITLES

This PDF is available at    SHAREhttp://nap.edu/22454

New Urban Areas: A Transit Guidance Brief

35 pages | 8.5 x 11 | PAPERBACK

ISBN 978-0-309-28373-1 | DOI 10.17226/22454

Bond Alexander; Minkoff, Martin; Martin, Lindsay; and Santalucia, Antonio

http://cart.nap.edu/cart/cart.cgi?list=fs&action=buy%20it&record_id=22454&isbn=978-0-309-28373-1&quantity=1
http://www.nap.edu/related.php?record_id=22454
http://www.nap.edu/reprint_permission.html
http://nap.edu
http://api.addthis.com/oexchange/0.8/forward/facebook/offer?pco=tbxnj-1.0&url=http://www.nap.edu/22454&pubid=napdigops
http://www.nap.edu/share.php?type=twitter&record_id=22454&title=New+Urban+Areas%3A+A+Transit+Guidance+Brief
http://api.addthis.com/oexchange/0.8/forward/linkedin/offer?pco=tbxnj-1.0&url=http://www.nap.edu/22454&pubid=napdigops
mailto:?subject=null&body=http://nap.edu/22454


NAtional Cooperative Highway Research Program
Responsible Senior Program Officer: Gwen Chisholm-Smith

December 2013

C O N T E N T S

Summary, 1

Introduction, 2

The Census and Urban Areas, 2

The Federal Transit Policy  
Context, 4

Federal Transit Funding Programs 
for Urban Areas, 5

Federal Requirements Resulting  
from Acceptance of Urban Transit 
Funding, 9

Starting Up or Expanding  
a Transit Operating Agency— 
Key Issue Areas, 14

Checklist of Suggested Start-up  
Steps to Address Federal  
Requirements for New Urban  
Area Transit Operators, 17

Case Studies, 22

Case Study #1: Shore Transit, 22

Case Study #2: Mountain Line, 24

Case Study #3: JEFFTRAN, 27

Conclusion, 29

Appendix A, 29

Appendix B, 31

Appendix C, 32

NEW URBAN AREAS: A Transit GUIDANCE BRIEF
This digest presents the results of NCHRP Project 20-65, Task 45. The 
digest primarily addresses issues likely to be encountered in starting 
transit service or making the transition to providing urban transit ser-
vice. However, the information contained in this document may be 
of use to others, including urban areas that were merged with one or 
more neighboring urban areas and regions that are expecting to grow 
over the next decade and become urban areas after the 2020 Census. 
The research was conducted by Alexander Bond with assistance from 
Martin Minkoff, Lindsay Martin, and Antonio Santalucia, all of ICF 
International.
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SUMMARY

After each decennial census, a list of 
urban areas is published. Urban areas are 
densely populated areas with more than 
50,000 persons. When a region becomes 
an urban area, it becomes eligible for new 
types of federal transportation funding. The 
most important federal funding program—
and the largest change driver—is the Sec-
tion 5307 Urbanized Area Formula Grants. 
As funding increases, oversight and regu-
latory requirements associated with urban 
transit service can become complex. This 
digest offers a variety of resources—along 
with original research—for newly consti-
tuted urban areas that will be offering tran-
sit service for the first time, or converting 
from rural to urban fixed-route service.

The digest begins with an overview 
of the Census, a definition of urban areas, 
and definitions of transit administration. 
The digest continues with an overview of 
federal transit policy. In this section, fed-
eral transit funding programs are analyzed 
for their applicability to small urban areas, 
including Section 5307 Urbanized Area 
Formula Grants, Section 5310 Enhanced 
Mobility for Seniors and Individuals with 

Disabilities, Section 5303/5305 Metropoli-
tan Transit Planning, Section 5311 Formula 
Grants for Rural Areas, and Section 5340 
Small Transit Intensive Cities Program.

Funding programs are only one part of 
the administrative challenges faced by new 
urban area transit operators. The digest 
also discusses the governance structures 
required to receive federal funding. Most 
new requirements are enforced during 
the triennial review. The Federal Transit 
Administration conducts triennial reviews 
with all urban transit providers receiving 
federal grants to evaluate compliance with 
24 specific subject areas. The digest goes 
into detail on meeting the requirements of 
most of the triennial review areas.

Several key steps to starting a new 
urban transit operation are discussed, and 
a Checklist of Suggested Start-up Steps 
for new urban transit operators is included. 
The checklist brings together requirements 
related to agency administration and the 
triennial review areas, and also provides 
an expected timeline for addressing each 
step. A similar checklist is provided in 
Appendix C for transit operators that are 
converting from rural to urban service.
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A series of three case studies are included in this 
digest. These case studies examine the start-up of 
urban transit service, funding issues, and adminis-
trative and organizational challenges. All case study 
subjects began offering urban service after the 2000 
Census. Case studies include:

•• Shore Transit (Salisbury, Maryland), an oper-
ator owned by a regional entity.

•• Mountain Line (Flagstaff, Arizona), an opera-
tor chartered by state statute and formed by 
interlocal agreement.

•• JEFFTRAN (Jefferson City, Missouri), a 
municipally owned operator.

Federal requirements are always evolving. It is 
critical to stay current, to ensure that localities and 
agencies meet or exceed expectations. It is strongly 
advised to become as well-informed as possible, as 
early as feasible, to preclude missed funding oppor-
tunities and avoid costly mistakes that could jeopar-
dize the continuance of that funding.

INTRODUCTION

After every decennial U.S. census, new regions 
are identified as urban areas (often abbreviated UAs). 
Becoming an urban area has profound impacts on 
the delivery of public transportation services in the 
region. With this designation comes eligibility for 
new streams of federal transit funding. While accept-
ing this federal assistance brings significant increases 
in funding, it also commits the state and transit oper-
ators to fulfill many new obligations, requiring sig-
nificant organizational and structural capacity on the 
part of public transit provider(s) in the region, as well 
as the applicable state department of transportation 
(DOT). Some agencies will be shifting from operat-
ing rural transit to urban transit. Other agencies will 
be created to offer transit services for the first time.

Few resources are available to assist with this tran-
sition to providing urban transit services. This digest is 
intended to answer many of the questions that newly 
formed urban areas (or those rural areas anticipating 
future designation as urban areas) may have regard-
ing the development of new urban transit services and 
operation of an urban transit agency. This guidance 
brief was conceived by the AASHTO Standing Com-
mittee on Public Transportation (SCOPT) and funded 
through NCHRP.

This digest discusses financial, administrative, 
planning, and operational issues for new small urban 
transit providers. It is intended to address issues 

likely to be encountered by transit operators as they 
transition to providing urban transit service or start 
transit service for the first time. The digest is primar-
ily targeted at transit operators in the 36 urban areas 
created as a result of the 2010 Census. However, the 
information contained in this document may be of 
use to others, including:

•• Urban areas that were merged with one or 
more neighboring urban areas.

•• Urban areas that are offering new types of 
transit service (demand-response, fixed-route, 
rural), regardless of whether they were desig-
nated as “UAs” in the 2010 Census.

•• Regions that are considering changes to the 
administrative structure of the transit operator 
in their region.

•• Regions that expect to grow over the next 
decade and become urban areas after the 2020 
Census.

THE CENSUS AND URBAN AREAS

Every 10 years, the United States Bureau of the 
Census (Census Bureau) collects information on the 
geography and demographics of the American pop-
ulace. This information documents how the nation 
has evolved over the previous decade. The Cen-
sus Bureau collects limited demographic informa-
tion from every person, along with the location of 
residence.1 After each decennial census, the Census 
Bureau analyzes the data collected and categorizes 
the nation into defined geographic boundaries based 
on population levels and distribution.

The most commonly recognized census geog-
raphy is the metropolitan statistical area (MSA),2 
but for transportation purposes the most important 
geography is the urban area (UA).3 An urban area is 

1Through a smaller sampling program—the American Commu-
nity Survey—a deeper set of demographic information is gener-
ated on a rolling basis. Examples of demographic information 
include race, income, transportation, and housing characteristics.
2Metropolitan statistical areas (MSAs) are based on commuting 
patterns and economic interdependence. MSAs are coterminous 
with counties (or townships). Although useful for reporting broad 
trends, MSAs contain substantial amounts of rural land area and 
are less useful for transportation planning and administration.
3Some sources use the term urbanized area (UZA). UZA has a 
specific meaning within metropolitan transportation planning, 
where it describes the area required to be included in MPO 
transportation plans. In the context of this project, the urban-
ized area and urban area in one region are virtually the same.
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composed of adjacent census tracts and groups that 
have a high population density and a total popula-
tion greater than 50,000 persons. Urban areas are 
defined by automated computer programs based on 
the following criteria:

1.	 A central core is assembled of adjacent cen-
sus tracts that have a population density of at 
least 2,500 persons.

2.	 All adjoining tracts and block groups that 
have a population density of 500 people or 
more are added to the urban area, provided 
that the total population density does not 
drop below 1,000 people per square mile.

3.	 Tracts and block groups that have more than 
¹⁄³ impervious surface but insufficient popu-
lation density are included in the urban area 
(e.g., an office park, shopping mall, etc.).

4.	 Brief “jumps” over water and uninhabited 
areas (parks, wetland) are permitted.

5.	 Exceptions are made for airports, seaports, 
and topographical anomalies. All exception 
areas are included in the urban area boundary.

Exhibit 1 shows census tracts and blocks that 
form a hypothetical urban area. The areas shown in 
red form a central core with a population density of 
over 2,500 persons per square mile. Census tracts 
and blocks adjacent to the central core with a popu-
lation density of at least 500 people per square mile 
are shown in yellow and light green. The urban area 
boundary is shown in black. Land area is included 
until the total population density in the urban area 
drops below 1,000.

Exhibit 2 shows all of the urban areas in the 
United States as of the 2010 Census. The 2010 Cen-
sus identified 497 urban areas in the United States, 
36 of which were new urban areas. Existing urban 
area boundaries were also altered based on the urban 
area criteria. The populations of four urban areas 

Exhibit 1  Census blocks forming an urban area.
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fell below 50,000 persons, and as a result they were 
removed from the urban area list. A list of new urban 
areas is shown in Appendix B.

THE FEDERAL TRANSIT POLICY CONTEXT

The federal government uses information from 
the decennial census to apportion funding through 
formulas. Formula programs are funding streams 
rooted in federal law which dictate how much grant 
revenue is made available to states and local govern-
ments. The purpose of a formula is to direct funding 
to states and regions where money will be put to the 
best use—consistent with the intent of its legislative 
authority. For example, a hypothetical transit operat-
ing assistance program might distribute 50% of its 
funding based on the proportional population in that 
state, and 50% based on the proportional number of 
transit trips taken in that state. If a state has a high 
population or a sizable number of transit trips, the 
formula will favor that state with more funding allo-
cated. Conversely, states with low population and few 
transit trips will receive less funding. This results in 
more operating assistance being directed to areas that 
are more transit-intensive.

The role of implementing federal transit pro-
grams is vested with designated recipients. By law, 
the governor is the designated recipient for transit 
funding in small urban areas (population 50,000–
199,000).4 The governor may delegate the respon-
sibility of administering transit grants. In most cases 
the role is delegated to the state DOT (or equivalent), 

4In urban areas larger than 200,000 people, the designated 
recipient is the local operator of transit.

although the governor may opt to delegate this role 
to another agency within the state government. The 
governor or the designee is charged with overseeing 
the transit operator’s activities and acting as the fiscal 
agent. States can—and do—operate transit services, 
but the majority of transit operators are agencies 
owned by local or regional units of government.

On July 6, 2012, President Obama signed into law 
the most recent transportation authorization bill, Mov-
ing Ahead for Progress in the 21st Century (MAP-21). 
This law introduced the most significant changes to 
federal transportation policy since 1991. The basic 
structure of transit administration was left unchanged. 
However, some changes were made to the funding 
programs that support transit. Notably, several pro-
grams that supported demand-response or paratran-
sit services were consolidated into a single program 
called Enhanced Mobility of Seniors and Individuals 
with Disabilities (Section 5310). Further, several dis-
cretionary grant programs were eliminated. Overall, 
funding levels were reduced slightly from the amounts 
found under the previous transportation authorization: 
Safe, Accountable, Flexible, Efficient Transportation 
Equity Act: A Legacy for Users (SAFETEA-LU). 
However, the flexibility of funding was increased by 
eliminating earmarks and consolidating several pro-
grams in larger pots of money. MAP-21 also instituted 
regulatory and planning requirements related to safety 
and state-of-good-repair.

This digest covers many changes resulting from 
the adoption of MAP-21. However, several pieces of 
important administrative rule-making and guidance 
are expected to be issued over the next two years. 
Rules and guidance from FTA could further change 
transit funding policy and planning. In addition, 
MAP-21 is due to expire on September 30, 2014; 
a replacement bill will need to be enacted. Any 
change to policy could alter the accuracy of com-
mentary and analysis in this digest. Transit opera-
tors and planners are encouraged to work closely 
with FTA headquarters, their state DOT, and their 
FTA regional office to ensure that anticipated local 
actions are consistent with the latest federal rules.

MAP-21 introduced a strong emphasis on per
formance measurement throughout the surface trans-
portation program, and during the planning process 
in particular. Transit agencies are given a distinct 
role in the performance-based planning process. 
Exhibit 3 shows the relationship between agencies 
and the points where input from transit operators is 
needed. State DOTs and metropolitan planning orga-

Exhibit 2  Map of urban areas in the continental 
United States.
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nizations (MPOs) are required to adopt targets for 
performance measures within their planning area. 
State DOTs and MPOs are required to coordinate 
with transit providers when setting targets related to 
public transit safety and asset management (includ-
ing fleet management and state-of-good-repair). 
Transit operators should work closely with their 
state DOT and MPO(s) to ensure that proper transit 
performance measures and targets are adopted. The 
measures and targets adopted early in the process 
will be used by states and MPOs during develop-
ment of long-range plans and short-term transporta-
tion improvement programs. Specific guidance for 
performance-based planning and programming is 
anticipated to be issued in a joint FHWA and FTA 
rule-making in late 2013 or early 2014.

FEDERAL TRANSIT FUNDING PROGRAMS 
FOR URBAN AREAS

This section contains information about specific 
federal transit funding programs that are relevant to 
urban areas. MAP-21 narrowed the number of fed-
eral programs, and all programs that fund operations 
are now formula-based. Each transit-related federal 
funding program is discussed in detail below.5

5APTA published a comprehensive summary of MAP-21 pro-
grams. It is available from: http://www.apta.com/gap/legissues/
authorization/Documents/APTA%20MAP-21%20Guide.pdf. 
Certain highway programs can be used on transit programs as 
well.

All FTA grant programs have match require-
ments, meaning that the federal government covers 
only a portion of the total cost of the particular ser-
vice or project for which funding is intended. For 
capital expenditures, the federal share is 80% and 
the state/local share is 20%. For operating assis-
tance, the match requirement is 50% federal and 
50% state/local.6

The methods for raising the required matching 
funds vary by state and region, but may include:

•• State appropriations of funds
•• Local government contributions
•• Innovative sources including advertising, 

major employer contributions, or land value 
capture

•• In-kind contribution of materials or labor
•• Contributions from the private sector, through 

donations, impact fees, and other agreements
•• Transportation development credits (also 

called toll credits)7

Although the percentage of the federal share 
does not increase when the region becomes a small 
urban area, the amount of federal assistance is likely 
to increase substantially.8 In turn, the amount of 
state/local funding will need to increase in order to 
meet the larger match requirement. A new source of 
matching funds may be needed.

FTA 5307 Urbanized Area Formula Grants

The purpose of the Urbanized Area Formula 
Program is to support and improve public transpor-
tation systems in urban areas, and Section 5307 is 
by far the largest federal funding source for transit. 
FTA Section 5307 funds become available when an 
urban area has been identified during the census; 

6A federal grant for operating assistance may not exceed 50% 
of the net project cost. The term net project cost means the part 
of a project that reasonably cannot be financed from revenues 
like fares.
7Transportation development credits require the active partici-
pation of the state DOT, and can only be used in states with active 
toll roads. For more information, see FTA Circular 9010.1.D: 
http://www.fta.dot.gov/legislation_law/12349_11492.html.
8It is possible that a transit operator may receive less money when 
an area becomes an urban area. The exact allocation for each 
urban area is dependent on the state’s decision-making. As well, 
a rural area may have obtained discretionary funding for certain 
projects through their state that would not be available to them 
as an urban area.

Exhibit 3  Performance-based planning target setting.

LRTP: long-range transporta�on plan

Na�onal
Performance

Measures

State DOT
Performance Targets

Select Targets
from Transit

Agencies

MPO
Performance

Targets

MPO LRTP State Long-
Range Plan

MPO TIP State TIP
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using funds from this program triggers oversight 
and governance requirements. For small urban 
areas, the governor of the state receives the funding 
and determines how to allocate the money. Usually 
the governor will delegate the task of overseeing 
transit funding to the state DOT.

Small urbanized areas (those under 200,000 in 
population) receive 9.32% of the funds appropriated 
for the Section 5307 program. In fiscal year 2013, 
$4.9 billion has been appropriated to the entire 
program. This results in $456,680,000 available to 
small urbanized areas. If this amount were divided 
equally among all 318 small urban areas, each 
would receive $1,436,000. However, federal law 
stipulates that the pool of available funds be distrib-
uted to the states through a formula that takes into 
account the population and population density in 
the urban areas within the state.9 Half of the amount 
is distributed based on the population of the urban-
ized area divided by the total population of all small 
urbanized areas. The other half is distributed based 
on the population density of the urbanized area in 
relation to national averages. Urbanized areas with 
lower population density or lower overall population 
can expect to receive less money than average; those 
with more dense, larger populations can expect to 
receive more funding.

Eligible activities for Section 5307 funds 
include capital projects and planning.10 The funding 
may also be used for projects that increase access 
to jobs and employment opportunities for welfare 
recipients and low-income workers. For smaller 
urban areas (50,000 to 200,000 population), funds 
may be used for transit vehicle operations. At least 
1% of the funding must be used for associated trans-
portation improvements that enhance transit service 
or increase use, which may include bus shelters, 
streetscaping, access for pedestrians and bicyclists, 
and signage.

FTA Section 5307 Urbanized Area Formula 
Grants funding may be expended over a 5-year time-
frame. This stands in contrast to the FTA 5311 For-
mula Grants for Rural Areas, which must be drawn 

9A small amount (3.7%) of all Section 5307 funding is appor-
tioned based on the number of low-income households in the 
urban area.
10Small urban areas receive the highest level of operating assis-
tance. For urban areas over 200,000 in population, the federal 
share of operating expenses drops significantly.

down  within 2 years.11 The longer Section  5307 
timeframe adds flexibility for the operator to address 
transit needs in the region.

Additional urban area funding is available 
through a set-aside under FTA’s Small Transit 
Intensive Cities (STIC) program. This program, 
authorized under Section 5340, provides an oppor-
tunity for qualifying areas to obtain a higher Section 
5307 formula funding allocation. Additional details 
of this program are provided in Exhibit 4.

5310 Mobility Program

Under MAP-21, the Elderly and Disabled (for-
merly Section 5310) and New Freedom (formerly 
Section 5317) programs were consolidated into a 
single program. The new Section 5310 program, 
Enhanced Mobility for Seniors and Individuals with 
Disabilities, continues to ensure support for non-
profit transportation providers and provides funds 
for public transportation services that exceed the 
requirements of the Americans with Disabilities 
Act (ADA). Projects selected for funding must be 
derived from a locally developed, coordinated public 
transit–human services transportation plan that was 
developed through a planning process that engaged 
the public, transportation stakeholders, and human 
services providers.

The Section 5310 program provides funding for 
capital and operating costs for projects that improve 
mobility for these special-needs riders. States must 
use at least 55% of these funds for the planning, 
design, and implementation of public transportation 
projects that address special needs of seniors and 
individuals with disabilities. The remaining 45% 
may be used for projects that exceed ADA require-
ments; projects that improve access to fixed-route 
service and decrease reliance by individuals with 
disabilities on complementary paratransit; and alter-
natives to public transportation that assist seniors.

For small urban and rural areas, with popula-
tions under 200,000, the states are the grant recipi-
ent; eligible subrecipients include state or local 
governmental agencies, private non-profit organiza-
tions, and public transportation operators. For larger 
urbanized areas, the above designated recipient may 
receive apportionments directly.

11The year in which the funds are appropriated does not count 
toward the total availability.
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(Source: FTA FY2013 Apportionment Tables.) 

A small transit-intensive city operates more vehicles and has higher ridership than expected for a city 
its size, due to special popula�ons or high levels of state and local funding for transit projects. 
Examples of small transit-intensive ci�es include Flagstaff, Arizona; Gainesville, Florida; Bloomington, 
Indiana; and Charlo�esville, Virginia. 

Special popula�ons o�en contribute to high transit use and designa�on as a small transit-intensive 
city. For example, college towns o�en have students who ride the bus to campus. Ci�es with many 
tourists—such as those near a na�onal park or along the coast—also can foster high transit usage. 
The Small Transit Intensive Ci�es (STIC) program rewards local governments that are willing to invest 
in transit. Where mass transit is a priority, substantial capital and opera�ng support from local and 
state governments allows local agencies to provide more service.  

FTA’s STIC formula funding was established by SAFETEA-LU in recogni�on that more federal support 
is needed in cases where transit service exceeds expected service levels. MAP-21 con�nued STIC and 
increased funding for the program. Star�ng with FY 2013, STIC will comprise 1.5% of the en�re 
Urbanized Area Formula program, or around $73.5 million annually. The distribu�on of STIC funding 
is tied to six transit service criteria factors: 

• Passenger miles per vehicle revenue mile 
• Passenger miles per vehicle revenue hour 
• Vehicle revenue miles per capita 
• Vehicle revenue hours per capita 
• Passenger miles per capita 
• Passenger trips per capita  

To determine the amount appor�oned to transit-intensive ci�es, a base of $86,856 is mul�plied by 
the number of transit service criteria factors that met or exceeded the average for urbanized areas 
with popula�ons between 200,000 and 999,999. In the example below, City A met or exceeded two 
of the six factors (see asterisks) and would receive $173,712 in STIC funds.  

STIC Transit Service Criteria Factors City A FY 2013 Avg. for UZAs 
Passenger Miles per Vehicle Revenue Mile *7.956 6.221 

Passenger Miles per Vehicle Revenue Hour *375.259 105.980 
Vehicle Revenue Miles per Capita 5.526 10.450 
Vehicle Revenue Hours per Capita 0.047 0.660 
Passenger Miles per Capita 25.663 80.161 
Passenger Trips per Capita 8.578 12.661 

Exhibit 4  Small Transit Intensive Cities Program.

FTA apportions 60% of the total Section 5310 
funds for large urbanized areas, 20% for small urban-
ized areas, and 20% for rural areas. These funds are 
apportioned using a formula based on the population 
of seniors and individuals with disabilities within the 
urban area or the non-urban part of the state. Match 
requirements differ for capital operating expenses. 
For capital projects, the federal share may not exceed 

80% of the net capital costs of the project. For oper-
ating assistance, the federal share may not exceed 
50% of the net operating costs of the activity.

5303/5305 Metropolitan Transit Planning

Designation as an urban area entitles the region 
to receive funds that support more complex planning 
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efforts at the metropolitan level.12 Sections 5303 
and 5305 funds support “cooperative, continuous 
and comprehensive”13 transit planning at the met-
ropolitan level.14 Funds are apportioned relative to 
states’ populations inside urbanized areas; funds are 
then transferred to MPOs. For additional informa-
tion on MPOs, see “Working with the MPO” in this 
digest. The MPO governing board has control over 
the expenditure of transit planning funds. Transit 
planning funds cannot be used to directly support 
transit service provision. There is a standard local 
match for these programs; the federal share may not 
exceed 80% of the project cost. Eligible activities 
include planning activities with a transit compo-
nent. Transit-specific work can be supported, such 
as a feasibility study or alternatives analysis. Often, 
transit planning funds will be combined with FHWA 
planning funds (often called PL funds) to support the 
development of a multimodal long-range transporta
tion plan or transportation improvement program. It 
is common for MPOs to conduct joint studies with 
transit operators, or even pass through all or part of 
the money to support planning work performed by 
transit operator staff.

5311 Formula Grants for Rural Areas

Urban areas have many types of transit needs. 
While some of these needs can be met by the FTA 
Section 5307 Urban Area Formula Grants program 
described above, steps should be taken to secure 
other funding sources that may be able to help meet 
particular transit demands. Some newly urbanized 
areas may still have nearby non-urbanized land areas 
that continue to require transit services. These rural 
areas may still be eligible for Section 5311 Formula 
Grants for Rural Areas funding, but not be eligible 

12A fact sheet on planning programs can be found at: http://
www.fta.dot.gov/grants/13093_3563.html.
13The cooperative, continuous, and comprehensive (3-C) pro-
cess is taken from the metropolitan and statewide planning sec-
tions of MAP-21. The purpose of 3-C planning is to consider 
transportation investment in a long-term, mode-neutral process 
that incorporates input of stakeholders and the general public. 
State DOTs and MPOs adopt a long-range transportation plan 
and a short-range transportation improvement program as a 
part of the 3-C process.
14A separate program, Section 5304 (Statewide Planning), sup-
ports transit planning at the state level. In general, these funds 
support rural transit planning.

for Section 5307 funds. Service types eligible under 
Section 5311 but not Section 5307 may include:

•• Paratransit service. Demand-response services 
to the elderly and persons with disabilities may 
still be funded through other programs, par-
ticularly Section 5310 Formula Grants for the 
Enhanced Mobility of Seniors and Individuals 
with Disabilities.

•• Intercity bus service.
•• Fixed-route service in rural areas adjacent to 

the urban area. For more information on shar-
ing costs for service that crosses the urban 
area boundary, see the “Shore Transit” case 
study in this digest.

The goals of the Section 5311 program are to 
improve residents’ access to jobs, shopping, schools, 
and other common destinations; preserve or enhance 
rural transit systems; encourage efficient transit sys-
tem operations; provide intercity bus service; and 
support private transportation providers. Funds are 
apportioned to states based on their population liv-
ing in non-urbanized areas, taking into account the 
total land area. Quickly growing states are appor-
tioned additional amounts using formula factors 
of 49 U.S.C. 5340.15 A portion (15%) of the appor-
tioned funds must be used for intercity bus service. 
However, states are exempt from this requirement if 
the governor can ascertain that intercity travel needs 
are sufficiently met by the private sector.

Section 5311 funds may be used for capital, oper-
ating, and administrative costs. These activities may 
include: capital projects; operating costs of equip-
ment and facilities for use in public transportation; 
and the acquisition of public transportation services, 
including service agreements with private providers 
of public transportation services. States and Ameri-
can Indian tribes are eligible to receive funds from 
this program. These entities may pass funds through 
to a state or local governmental authority, a non-
profit organization, or an operator of public trans-
portation or intercity bus service.

The match requirements differ by activity. For 
capital and administrative expenses, the federal 
share may not exceed 80%. For operating expenses, 
the federal share may not exceed 50%. However, the 

15MAP-21 Section 5340 (Apportionments Based on Growing 
States and High Density States Formula Factors) discusses 
additional apportionments to both small transit-intensive cities 
and rapidly growing/high density states.
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federal share is increased to 90% for capital projects 
that remedy deficiencies in ADA or Clean Air Act 
compliance, or provide bicycle access to transit.

Section 5311 funds can often play an important 
role for transit operators in urban areas. If the state 
DOT agrees, Section 5311 dollars may be used by 
urban area operators to fund the operation of cer-
tain segment(s) of their routes that cross into rural 
areas. Operating and capital costs for these types of 
combined urban/rural routes can be split between the 
5311 and 5307 programs. For convenience, the urban 
area operator may continue to run service that serves 
rural areas. This can help streamline service through-
out the region. It also can reduce overhead because 
only one set of planners, managers, and dispatchers 
is required. Certain types of intercity bus services 
can also be paid for using Section 5311 funds.

A clear vision for the state can help match avail-
able funds to needs. Service can be maintained—and 
potentially improved—by creatively assembling 
and combining Section 5307 funds with Section 
5311 funds and other grant revenue streams.

FEDERAL REQUIREMENTS RESULTING 
FROM ACCEPTANCE OF URBAN 
TRANSIT FUNDING

As previously stated, the acceptance of Federal 
Urban Area Transit program funding carries with it 
a number of requirements and obligations. The fol-
lowing section outlines some (but not all) of these 
primary responsibilities. To ensure that agencies 
have a complete list, it is highly advisable to review 
the resources identified in Appendix A and consult 
with the appropriate FTA regional office.

Safety and Asset Management

All grantees (designated recipients and subre-
cipients) are required by MAP-21 to develop two 
standalone documents: (a) an Asset Management 
Plan and (b) a Transit Safety and Oversight Plan. 
Asset management plans should include capital asset 
inventories, an assessment of asset conditions, and 
a methodology for prioritizing investments. Transit 
safety and oversight plans include identification of 
risks, plans for training of staff, and identification of 
performance targets. Regular reporting of informa-
tion concerning the agency’s asset management and 
safety activities is required. Both plans can be drafted 
by either the state or the operator, and new sources of 
federal funding are made available to draft the docu-

ments and report progress. However, if the operator 
is a subrecipient, the state will play a larger role. Per-
formance reporting on asset management and safety 
is incorporated into the long-range plans of the MPO 
and the state DOT. Performance-based planning is 
discussed below. Specific processes for the develop-
ment of the asset management and transit safety and 
oversight plans are anticipated to be issued in a fed-
eral rule-making from FTA in 2013 or 2014.

Triennial Reviews

To ensure adherence with federal requirements, 
every 3 years the FTA conducts a formal review of 
each agency receiving Urban Area Formula Grant 
funds to evaluate the performance and compliance of 
grantees. This review is required by law, and several 
FTA circulars and guidance documents are avail-
able to clarify the process for the review. Triennial 
reviews are the primary enforcement mechanism to 
ensure that grantees are meeting the requirements 
and regulations of FTA funding programs. However, 
triennial reviews are more than just an enforcement 
mechanism. During each review, FTA provides 
technical assistance and recommendations to grant-
ees. Further, FTA uses information collected in the 
reviews to make regular reports to the U.S. Secretary 
of Transportation, Congress, other oversight agen-
cies, and the broader transportation community.

All agencies receiving funds through the Sec-
tion 5307 Urbanized Area Formula program are 
expected to meet or exceed the requirements of the 
triennial review process. However, only the direct 
recipient is the subject of the triennial review. Small 
urban operators can be certified as direct recipients, 
but in many cases, the state is the direct recipient.

Triennial reviews examine 24 activity areas of the 
transit operator.16 All operators need to be fully cogni
zant of the triennial review process and each area of 
review—not only in preparing for and participating 
in the review, but also in the everyday administra-
tion and operation of the organization. Small urban 
operators that are direct recipients will need to pres-
ent evidence of compliance with all oversight areas. 
These oversight areas are shown in Exhibit 5. Opera-
tors that are subrecipients should be prepared to assist 
the direct recipient (the state) in preparing for and 
reviewing information with the FTA review team.

16One review area, the American Recovery and Reinvestment Act, 
is still included in the triennial review. However, this review area 
was intended to examine large expenditures of funding in 2009.
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Triennial Review Area Descrip�on  
1. Legal Eligibility and authoriza�on to request, receive, and dispense funds; ac�ons taken on 

grantees’ behalf are properly delegated and executed 
2. Financial  Ability to match and manage FTA grant funds, and conduct and respond to audits 
3. Technical  Ability to implement and manage grants properly 
4. Sa�sfactory Con�nuing 
Control  

Management and maintenance of FTA funded property, facili�es, and equipment  

5. Maintenance Ability to keep federally funded equipment and facili�es in good opera�ng order 
6. Procurement  Procedures for compe��ve procurements, in accordance with local, state, and federal   

laws, and FTA regula�ons  
7. Disadvantaged Business 
Enterprises  

Efforts to allow disadvantaged business enterprises (DBEs) to compete fairly for federally 
funded contracts  

8. Buy America  Adherence to requirements for procurements of steel, iron, or manufactured goods 
produced in the United States; compliance with pre-award/post-delivery audit 
requirement for procurements of revenue rolling stock  

9. Debarment and 
Suspension  

Verifica­on that none of the grantees’ principals, subrecipients, or third-party contractors 
and subcontractors are debarred, suspended, ineligible, or voluntarily excluded from 
par­cipa­on in federally assisted transac­ons  

10. Lobbying Compliance of grantees and certain contractors/subcontractors/subrecipients with 
restric­ons on lobbying before receiving federal funds 

11. Planning/Program of 
Projects  

Par­cipa­on in the transporta­on planning process in accordance to metropolitan 
planning requirements, and coordinated human services transporta­on planning; 
compliance with requirements for public par­cipa­on 

12. Title VI  Provision of transit service and related benefits is equitably distributed, with no 
discrimina­on on the grounds of race, color, or na­onal origin  

13. Public Comment for 
Fare and Service Changes 

Process to solicit and consider public comments before raising transit fares or 
implemen­ng major service cuts 

14. Half Fare Offering of reduced fares for the elderly, persons with disabili�es, and Medicare card 
holders on Sec�on 5307 fixed-route service (not to exceed one-half the regular rate   
charged during peak hours)  

15. Americans with 
Disabili�es Act 

Provision of transit service must not discriminate against persons with disabili�es  

16. Charter Bus  Adherence to prohibited use of federally funded equipment and facili�es to provide 
charter service, if a registered private charter operator expresses interest in doing so; may 
operate community-based charter services except when limited by regula�on  

17. School Bus  Adherence to prohibited opera�on of an exclusive bus service  
18. Na�onal Transit 
Database  

Annual collec�on, recording, and repor�ng of required data  

19. Safety and Security Cer�fica�on for urbanized area formula funding spent on security projects; 
implementa�on of safety, security, and emergency preparedness programs 

20. Drug-Free Workplace  Maintenance of drug-free workplace and establishment of ongoing drug-free awareness 
program  

21. Drug and Alcohol 
Program 

Administra�on of drug and alcohol tes�ng of safety sensi�ve employees 

22. Equal Employment 
Opportunity  

Hiring prac�ces that do not subject any persons to discrimina�on in employment  

23. Intelligent 
Transporta�on Systems 
Architecture 

Intelligent Transporta�on Systems (ITS) projects conform with Na�onal ITS Architecture 
and IT standards adopted by the U.S. DOT 

24. American Recovery & 
Reinvestment Act 

Legal, financial, and technical capacity to implement the proposed program of projects 
and compliance with program repor�ng requirements  

Exhibit 5  Triennial review oversight areas.
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Detailed information on each triennial review 
oversight area can be obtained through the FTA Tri-
ennial Review Program Workbook.17 Additionally, 
the checklist included as Exhibit 6 later in this digest 
discusses important steps a new urban area opera-
tor will need to take, and a significant portion of the 
checklist focuses on triennial oversight review areas.

Title VI of the Civil Rights Act 
and Environmental Justice

Title VI of the Civil Rights Act of 1964 prohibits 
discrimination on the basis of race, color, or national 
origin in programs and activities receiving federal 
financial assistance. Since 1972, federal transpor-
tation policy has required applicants, recipients, 
and subrecipients of federal assistance to certify 
compliance with the requirements of Title VI and 
U.S. DOT Title VI regulations (49 CFR Part 21).

FTA also requires that transit operators integrate 
into their programs and activities the considerations 
expressed in the U.S. DOT Order on Environmen-
tal Justice (Order 5610.2, consistent with Executive 
Order 12898) and the department’s Policy Guidance 
Concerning Recipients’ Responsibilities to Limited 
English Proficient Persons (70 FR 74087, consistent 
with Executive Order 13166). The environmental 
justice executive order directs federal agencies to 
identify and address disproportionately high and 
adverse human health or environmental effects of 
agency programs, policies, and activities on minor-
ity or low-income populations.

FTA’s grant agreements require funding recipi-
ents to incorporate environmental justice principles 
into their transportation decision-making process 
and environmental review documents. There are no 
requirements that are specific to only grant recipi-
ents in small urban areas—all transit operators must 
meet the requirements discussed in this section. 
FTA’s Circular 4703.1 provides guidance to recipi-
ents of FTA funding on how to:

•• Determine whether environmental justice 
populations would be subjected to dispropor-
tionately high and adverse human health or 
environmental effects as a result of a transpor-
tation plan, project, or activity;

17FTA Triennial Review Program Workbook—FY2012, avail-
able at: http://www.fta.dot.gov/documents/FY2012_On-line_
TR_Workshop_Workbook_Rev1.pdf.

•• Fully engage environmental justice popula-
tions in the public transportation decision-
making process;

•• Integrate environmental justice principles into 
transportation planning and service delivery; 
and

•• Incorporate environmental justice principles 
into the environmental review process required 
by the National Environmental Policy Act 
(NEPA).

Transit agencies must perform specific actions 
to demonstrate compliance with Title VI and Envi-
ronmental Justice requirements. FTA requires that 
designated recipients and subrecipients ensure and 
can demonstrate that their programs, policies, and 
activities comply with the U.S. DOT Title VI regu-
lations, the Order on Environmental Justice, and the 
Policy Guidance Concerning Recipients’ Respon-
sibilities to Limited English Proficient Persons, 
through the following procedures:

1.	 Provide an annual Title VI certification and 
assurance as part of its annual certification 
and assurance submission to FTA;

2.	 Develop Title VI complaint procedures and 
make them publicly available;

3.	 Record Title VI investigations, complaints, 
and lawsuits;

4.	 Provide meaningful access to individuals who 
have limited proficiency in English;

5.	 Notify beneficiaries of protection under 
Title VI;

6.	 Provide additional information to FTA upon 
request;

7.	 Prepare and submit a Title VI program to FTA’s 
regional civil rights officer every 3 years;

8.	 Integrate environmental justice analyses into 
the NEPA documentation for construction 
projects; and

9.	 Seek out and consider the viewpoints of minor-
ity, low-income, and limited-English-proficient 
populations in the course of conducting public 
outreach and involvement activities (see “Pub-
lic Involvement” in this digest).

Public Involvement

Inclusive and ongoing involvement of the general 
public is critical to the effective planning and opera-
tion of a public transit system. All transit operators—
including new urban area operators—should commit 
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their agencies to proactive and responsive public 
involvement. The FTA requires state DOTs, MPOs, 
and transit agencies to employ locally developed pro-
cesses and procedures for public involvement that are 
tailored to local dynamics and needs. In conjunction 
with FHWA, FTA issued an Interim Policy of Pub-
lic Involvement. This policy document calls for pub-
lic involvement in all stages of planning and project 
development. To meet the requirements of the joint 
FTA/FHWA policy, all transit operators should:

•• Encourage decision-makers and the public 
to work collaboratively to develop goals and 
objectives for transportation systems, and iden-
tify challenges and solutions;

•• Ensure substantial public involvement in the 
creation of public engagement procedures;

•• Encourage outreach and involvement of 
affected and interested members of the public, 
including those traditionally underserved by 
existing transportation systems and facilities;

•• Encourage the use of different public involve-
ment techniques to accommodate a diverse 
general public;

•• Support outreach, training, and technical assis-
tance and provide information on effective 
public involvement procedures; and

•• Ensure that statewide and metropolitan plan-
ning work programs provide for effective pub-
lic involvement.

To evaluate the effectiveness of public involve-
ment procedures and processes, FTA has devel-
oped performance metrics for public involvement 
processes. These metrics assess the level of early 
and continuous public involvement; the availability 
of technical and other information; collaboration 
between decision-makers and the public on alter-
natives; evaluation criteria and project mitigation 
needs; and the number of open public meetings where 
federal transit programs are being considered.18

Purchasing and Contracting

Transit operators must ensure that the expendi-
tures of federal transit funds for the purchase and 
procurement of goods and services are prudent and 
compliant with all federal procurement and con-
tracting requirements. Some requirements originate 
in the FTA’s enabling legislation, while others are 

18http://www.fta.dot.gov/15589.html.

government-wide requirements. The FTA has devel-
oped guidance on third-party contracting, which sets 
minimum standards for procurements that are funded 
with federal grant assistance. The guidance also dis-
cusses the recipient’s responsibilities, which include:

•• Written Standards of Conduct. Grant recip-
ients must maintain written standards of con-
duct governing the performance of employees 
involved in the award or administration of 
third-party contracts.

•• Self-Certification. FTA expects each recipi-
ent to self-certify that its procurement system 
complies with federal requirements for any 
FTA assisted third-party contract the recipi-
ent undertakes and administers.

•• Third-Party Contracting Capacity. The 
recipient’s third-party contracting capability 
must be adequate to undertake its procure-
ments effectively and efficiently in compliance 
with applicable federal, state, and local require-
ments. The guidance includes detailed sug-
gestions on written procurement procedures, 
third-party contract provisions, recordkeeping, 
and use of electronic commerce systems.

•• Audit. A third-party contract audit can be an 
important tool for managing procurements. In 
addition to special audits FTA may initiate, the 
recipient may find it desirable to perform an 
audit of one or more specific third-party con-
tracts as part of its own management process.

•• Determining the Recipient’s Needs. To sup-
port a third-party contract with federal assis-
tance awarded by FTA, a recipient must adopt 
adequate procedures for determining the type 
and amount of property and services it needs 
to acquire.

Another important component of purchasing and 
contracting is the monitoring of contracting to dis-
advantaged business enterprises (DBEs). DBEs are 
companies owned by individuals (or groups of indi-
viduals) who may face difficulties in contracting with 
the government. Examples of groups that may qualify 
as a DBE include small businesses, female-owned 
businesses, companies owned by racial minorities, 
and veteran-owned businesses. Companies seeking to 
do business as a DBE are generally certified by states. 
The transit operator should adopt a resolution stating 
the organization’s policy toward hiring DBEs. The 
transit operator should also set a goal for a percentage 
of contracted business that is awarded to qualifying 
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DBEs. An ongoing monitoring program will help 
speed the reporting of DBE utilization.

Equal Employment Opportunity

According to federal law governing assistance 
for public transportation (49 U.S.C. 5332[b]), “a 
person may not be excluded from participating in, 
denied a benefit of, or discriminated against under, 
a project, program, or activity receiving financial 
assistance under this chapter because of race, color, 
creed national origin, sex, or age.” This statute, com-
monly referred to as Equal Employment Opportunity 
(EEO), applies to both employment and business 
opportunities (procurement).

FTA’s Office of Civil Rights assists recipients in 
developing, implementing, and monitoring effective 
employment practices to comply with EEO law. All 
recipients and subrecipients are required to develop 
an EEO program and report to the FTA every 3 years 
if the operator employs more than 50 transit employ-
ees or received more than $1 million in FTA funding 
the previous year.

According to FTA’s Equal Opportunity Circular 
(UMTA C 4704.1),19 an EEO program must include 
the following components:

•• Statement of Policy. A statement issued by 
the chief executive officer regarding EEO 
policy affecting all employment practices.

•• Dissemination. Formal communication mech-
anisms to publicize and disseminate the agen-
cy’s EEO policy both internally and externally.

•• Designation of Personnel Responsibility. 
Appointment of an executive as Manager/
Director of EEO who reports to and is directly 
responsible to the agency’s CEO.

•• Utilization Analysis. An analysis to identify 
those job categories where there is an under-
utilization and/or concentration of minorities 
and women in relation to their availability in 
the relevant labor market.

•• Goals and Timetables. Specific and detailed 
percentage and numerical goals with timeta-
bles to correct any underutilization of specific 
affected classes of persons identified in the 
utilization analysis.

19The Urban Mass Transit Administration (UMTA) was the fore-
runner of the FTA. Because UMTA operated until 1991, some 
publications, rules, and guidance still retain the previous acronym.

•• Assessment of Employment Practices and 
Corrective Action Plan. Detailed assessment 
of present employment practices to identify 
those practices that operate as employment 
barriers, and a proposed program of remedial, 
affirmative actions.

•• Monitoring and Reporting. Establishment 
of an effective and workable internal moni-
toring and reporting system.

Americans with Disabilities Act

Passed in 1990, the ADA ensures equal oppor-
tunity and access for persons with disabilities. ADA 
requirements are the same for all transit providers 
receiving federal financial assistance—regardless of 
size—to provide transit services that are accessible for 
persons with physical or mental disabilities. Disabil-
ity, as defined by ADA, refers to a “physical or mental 
impairment that substantially limits one or more of 
the major life activities of such individual; a record of 
such an impairment; or being regarded as having such 
an impairment.”20 To comply with ADA rules, transit 
service must provide accessible vehicles and facilities, 
offer complementary paratransit service in areas with 
a fixed-route system, and ensure that transit service  
does not discriminate against persons with disabilities.

The Architectural and Transportation Barriers 
Compliance Board (Access Board) sets the guidelines 
for ADA-compliant vehicles and facilities. Under ADA 
rules, the acquisition of new buses or the modification 
of existing buses must meet accessibility requirements. 
Some features of an ADA-compliant bus include lifts 
or ramps, handrails, slip-resistant surfaces, and prior-
ity seating signs.21 Additionally, the construction of 
new facilities and the renovation of existing facili-
ties must meet requirements for accessibility and use 
by persons with disabilities, including accessible  
routes, bus loading zones, and on-street bus stops.22

ADA requires public entities that offer fixed-route 
service to also provide complementary paratransit 
service for individuals whose needs are not met by 
the fixed-route system—either because the extent of 

20 http://www.ada.gov/pubs/adastatute08.htm#12102.
21http://www.access-board.gov/guidelines-and-standards/ 
transportation/vehicles/about-adaag-for-transportation- 
vehicles.
22http://www.access-board.gov/guidelines-and-standards/trans 
portation/facilities/about-the-ada-standards-for-transportation-
facilities.
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their disability prevents them from using even a fully 
accessible fixed-route system or because the existing 
fixed-route system does not yet meet ADA require-
ments. Paratransit should provide service between 
a rider’s origin and destination.23 Under the ADA, 
complementary paratransit service must be provided 
to eligible individuals between any origin or desti-
nation point within ¾ of a mile of any route in the 
fixed-route bus system during the same days and 
hours as the bus route. Transit agencies also develop 
a process for determining which individuals are eli-
gible for ADA paratransit service.

The enforcement of ADA regulations is a 
complaint-driven process. Therefore, agencies develop  
a process for accepting and addressing complaints to 
ensure that transit services do not discriminate against 
individuals with disabilities.

National Transit Database

The National Transit Database (NTD) was estab-
lished by Congress to be the nation’s primary source 
for information and statistics on the transit systems 
of the United States. The legislative requirement for 
the NTD is found in Title 49 U.S.C. Section 5335(a). 
Recipients or beneficiaries of FTA grants under the 
Urbanized Area Formula Program or the Other than 
Urbanized Area (Rural) Formula Program (Section 
5311) are required to submit data to the NTD.24

The primary uses of NTD data are:

•• Providing individual public transportation sys-
tems; federal, state, and local governments; and 
the public with timely, accurate, comparable 
information with which to conduct transporta-
tion planning, analysis, and research; and

•• Providing specific input elements for the formula  
allocation of federal transit funds for the Urban-
ized Area Formula Program (Section 5307).

The NTD program requires rigorous and consis-
tent record keeping by grantees. The NTD reporting 
system uses uniform categories to accumulate pub-
lic transportation financial and operating informa-
tion, including a uniform system of accounts. One 
of the many critical elements of NTD data collected 
is passenger miles traveled (PMT), the cumulative 
sum of the distances ridden on board a route or line 
by each passenger. The PMT data reported must be 

23http://www.fta.dot.gov/12325_3891.html.
24http://www.ntdprogram.gov/ntdprogram/ntd.htm.

based upon an FTA-prescribed statistical sampling 
technique that meets required confidence and preci-
sion levels. It is critical to review the NTD Annual 
Reporting Manual (see Appendix A) to fully under-
stand all of the data elements required and their col-
lection procedures and timelines.

Small systems operating 30 or fewer vehicles may 
submit a report with significantly reduced reporting 
requirements. The reporting requirements for this 
waiver can be found in a separate Small Systems 
Waiver Reporting Manual (see Appendix A).

STARTING UP OR EXPANDING A TRANSIT 
OPERATING AGENCY—KEY ISSUE AREAS

The key issues discussed in this section of the 
digest are derived from federal requirements, a lit-
erature review of best practices, and the case stud-
ies performed as a part of NCHRP Project 20-65, 
Task 45. Each transit operator has unique legal, 
political, and practical circumstances. It is important 
to remember that additional key steps and require-
ments can be added by state statute or local ordi-
nance; new urban area transit operators are advised 
to inquire with the relevant authorities.

Governance and Ownership  
of the Transit Operator

The owner and operator of transit vehicles (tran-
sit operator) can vary from region to region. Transit 
operators are generally public agencies, in that they 
operate on a non-profit basis and exist to serve the 
public.25 The first step in offering new transit service 
in small urban areas—or expanding what was rural 
service into newly designated small urban areas—is 
to identify who will operate the transit system. Until 
an operator has been identified, many of the other 
decisions regarding transit services cannot be made. 
More than one operator can provide services within 
the urban area, although multiple operators are more 
common in larger regions. Potential operator options 
could include:

•• The state DOT itself.
•• Existing fixed-route transit operators that 

receive Formula Grants for Rural Areas (Sec-
tion 5311).

•• Existing demand-response service operators.

25For-profit transit operators do exist, but they generally offer 
contractual service to a public operator.
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•• A local government identified as willing to 
operate transit service. For more information 
on this scenario, see the “JEFFTRAN” case 
study in this digest.

•• Local governments that enter into an interlocal 
agreement to offer transit service. A regional 
council of governments or an MPO can be a 
useful platform for offering regional transit 
service. For more information on this scenario, 
see the “Shore Transit” case study in this digest.

•• A newly chartered regional transit authority. In 
this scenario, the state legislature creates a tran-
sit operator as a separate unit of government. 
Existing transit operators may be absorbed by 
the authority. For more information on this 
option, see the “Mountain Line” case study in 
this digest.

•• Private, non-profit organizations. This option 
is most often observed when non-profits serve 
as demand-response paratransit or Medicaid 
transportation providers. Private operators can 
only exist as a funding subrecipient of a public 
operator.

An urbanized area is not required to provide 
transit service. If no transit service will be provided, 
no operator is identified. In this case, the state may 
reallocate its FTA Section 5307 funds to one or 
more urbanized areas within the state.

Transit Administration

Three basic models exist for administration of 
transit in small urban areas: (1) state DOT-operated 
transit vehicles; (2) subrecipient operators; and 
(3) direct recipient operators. Few states choose to 
operate urban transit services. Subrecipient and direct 
recipient models are administrative arrangements in 
which locally (or regionally) owned vehicles offer 
service.26

The default option is subrecipient status. In this 
administrative arrangement, the state has oversight 
authority of transit operators and acts as the fiscal 
agent for each operator. There are certain advan-
tages to choosing to be a subrecipient operator, 
including: (a) less staff time devoted to meeting 

26As used in this paragraph, the terms subrecipient and direct 
recipient are related to, but not the same as, a designated recipi-
ent. By law, the designated recipient of federal transportation 
funding for areas under 200,000 population is the state.

federal requirements; (b) lower administrative and 
overhead costs; (c) use of the ADA and Title VI 
complaint procedures of the designated recipient; 
(d) use of contracting mechanisms of the designated 
recipient; and (e) availability of legal assistance 
from the designated recipient. Over time, the opera-
tor may develop stronger capabilities in these areas. 
The state DOT and the operator can agree to pursue 
direct recipient status at any time. If either the oper-
ator or the state DOT is opposed to direct recipient 
status (or no decision is made), then the process con-
tinues with the operator as a subrecipient.

A direct recipient is an agency that interfaces 
directly with the FTA. This qualifies the local oper-
ator to receive funding directly from the federal 
government instead of the state acting as an inter-
mediary. This is a different classification from a des-
ignated recipient, but it includes many of the same 
duties and responsibilities. A small urban area can-
not be a designated recipient—federal law specifies 
that is the role of the state.

The direct recipient of FTA 5307 Urbanized Area 
Formula Grant funds is responsible for complying with 
a number of federal requirements. Unless the operator 
acts as a direct recipient, the state is responsible for 
oversight. Operators under the oversight of the state 
can collect information and perform self-oversight, 
but ultimate responsibility rests with the state. Over 
time, operators can become progressively more  
proficient in oversight, easing the burden on the state.

Allowing an operator to become a direct recipi-
ent can reduce the workload on state agency staff 
members. If both the governor and the operator agree 
to elect the direct recipient option, an application is 
made to FTA. The purpose of the application process 
is to demonstrate that the operator has sufficient capa-
bilities and capacity to meet FTA’s grant management 
requirements of a direct recipient. Direct recipients of 
federal transit funding agree to meet the full range of 
FTA requirements, including but not limited to those 
areas described in the previous section of this digest.

Working with the MPO

Becoming a census-defined urbanized area also 
results in designation as an MPO. MPOs are respon-
sible for developing a 20-plus year multimodal long-
range transportation plan (LRTP), as well as a shorter 
range TIP. All of the land area in an urbanized area 
must be included in the planning area of an MPO. 
The state DOT will be responsible for facilitating 
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the designation of the MPO in each region. During 
designation, it is very important to connect the MPO 
with transit providers operating in that region.

The transit provider in each urban area will need 
to have a close working relationship with the MPO, 
regardless of whether that operator is a subrecipient 
or a direct recipient. Key points at which the transit 
provider and state DOT need to be involved are:

•• Involvement in Establishment of the MPO. 
MPOs are designated by the governor, but the 
boundaries and governance structure require 
the consent of local governments in the area. 
Many MPOs include transit agency representa-
tives on the governing board—this is required 
for all MPOs larger than 200,000 in population. 
Transit leadership should participate during the 
designation process. Further, transit represen-
tatives may want to secure a voting or non-
voting seat on the MPO governing board.27

•• Participation in MPO Activities. Transit staff 
should coordinate with MPO staff whenever 
possible. There may be opportunities for the 
cost-effective sharing of resources between 
the two agencies. Further, most MPOs have 
advisory committees to the governing board, 
which can be a useful venue for transit staff to 
participate in.

•• Development of the LRTP. MPO plans are 
required to be drafted on an intermodal basis, 
meaning transit service is a key component 
of the document. Sharing information devel-
oped during transit planning efforts will help 
the MPO create a multimodal vision for the 
region. Information on transit use can help 
the MPO forecast travel demands and balance 
projects selected for funding.

•• Adoption of the TIP. All transit investments 
paid for using FTA funds must be included  
in the TIP. Transit leadership should work with 
the MPO to define projects to be funded over 
the next 4–5 years.

To receive federal funding, transit projects must 
appear in the Statewide Transportation Improvement 
Program (STIP). Transit projects in non-urbanized 
or rural areas of the state can be programmed directly 

27The board representative may be a career service person, an 
elected official, or an appointed member of the transit agency 
governing board. Transit representatives are required for MPOs 
with populations larger than 200,000.

into the STIP by the state DOT. However, projects 
in urbanized areas have an extra step in the process. 
The MPO for the urbanized area must approve tran-
sit projects. Approval is given by including projects 
in the MPO’s TIP. All projects shown in the MPO 
TIP are then sent to the state for inclusion in the 
STIP. To facilitate this extra step during the pro-
gramming phase, transit operators and state DOTs 
should work closely with the MPOs in their region. 
The state DOT should prepare for this change by 
encouraging operators to work closely with MPOs 
and the state DOT’s programming office.

Working with the State DOT

Because the state is the designated recipient of 
federal transit funds in small urban areas, the state 
will play an important role in the setup and operation 
of transit service. Small urban transit operators need a 
close working relationship with their state DOT. Most 
state DOTs have a group of professionals dedicated 
to overseeing and administering transit programs. 
Establishing formal liaisons with the state DOT tran-
sit office can help expedite any administrative issues.

The MPO will be the primary contact point for fed-
erally mandated planning and programming activities. 
However, transit operators should regularly commu-
nicate with the state DOT long-range planning office 
and the office that oversees the STIP. If any transit 
service is provided outside of the urban area, regular 
communication is necessary, since the state LRTP and 
STIP will need to include those projects.

Each year, FTA issues a list of apportionments for 
each urbanized area. The apportionment is based on 
the formula contained in federal law and that year’s 
appropriation by Congress. However, amounts shown 
for each urban area are advisory only. The state is free 
to apportion its allocated funding to any urbanized area 
within the state. Transit operators should pay close 
attention to the allocation of transit funding. This should 
include providing information to the state, participat-
ing in meetings to discuss allocations, and making  
joint projections of population and service growth.

Because the Census Bureau does not consider 
political borders when setting urban area bound-
aries, new urban areas will sometimes cross state 
boundaries. When this occurs, a state DOT may 
choose to enter into an interstate compact or interlo-
cal agreement with its counterpart on the other side 
of the state line. The purpose of such an agreement 
is to lay the framework for a “bi-state” transit opera-
tor that can seamlessly and efficiently operate ser-
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vice to meet the area’s transit needs, regardless of 
the state in which the need may be located.

CHECKLIST OF SUGGESTED START-UP 
STEPS TO ADDRESS FEDERAL 
REQUIREMENTS FOR NEW URBAN 
AREA TRANSIT OPERATORS

The checklist in Exhibit 6 contains suggested 
steps for transit operators in new urban areas to meet 
federal requirements during agency start-up. The 

checklist includes steps related to creating, govern-
ing, and continued operation of a transit agency. It 
also includes steps related to the areas covered by a 
triennial review, although not all review areas have a 
checklist section because they address business pro-
cesses and agency performance. Because transit oper-
ation in small urban areas is a partnership between the 
state DOT and the operator (subrecipient), the actual 
action to be taken may come from either party. A sim-
ilar checklist for operators converting from rural to 
urban service appears in Appendix C.
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Agency Governance and Organiza�on Es�mated Timeline 

Governance and Ownership of the Transit Operator  

▫ Iden�fy the owner and operator of transit vehicles in the urban area. Within 6 months of 
designa�on as a UA 

▫ [For operators not owned by local governments] Enter into interlocal 
agreements with governments in the transit service area. Interlocal 
agreements should describe the governance structure of the operator, 
cost sharing, and responsibili�es of all par�es.  

Within 6 months of 
designa�on as a UA 

▫ Assemble a governing board of the transit operator. Within 6 months of 
designa�on as a UA 

▫ Hold an organiza�onal mee�ng of the governing board of the transit 
operator. At the organiza�onal mee�ng, the board will adopt many policy 
documents cri�cal to the start-up of the transit operator. 

Before staff are hired 

▫ Establish technical advisory and ci�zens’ advisory commi�ees. Before service begins 

▫ Hold regular business mee�ngs of the governing board and advisory 
commi�ees. 

Ongoing 

Transit Administra�on  

▫ Hire professional staff. As soon as possible 

▫ Dra
 and adopt an employee handbook. Within 1 month of hiring 
staff 

▫ Together with the state DOT, determine whether to apply for direct 
recipient status. 

At any �me 

▫ Es�mate federal, state, and local resources to support transit funding. Within 6 months 

▫ Determine desired service types, routes, and frequencies. Within 6 months 

Working with the MPO  

▫ Par�cipate in the establishment of the MPO. Establish formal avenues  
for transit par�cipa�on in the MPO governance and planning process. 
Par�cipa�on can be a vo�ng seat on the governing board of the MPO,  
a non-vo�ng seat on the governing board, or forma�on of a transit 
advisory commi�ee. 

Concurrent with the 
establishment of the 
operator 

▫ Regularly a�end MPO governing board and technical advisory commi�ee 
mee�ngs. 

Ongoing 

Exhibit 6  Checklist for first-time transit operators.
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(continued on next page)

Agency Governance and Organiza�on, con�nued Es�mated Timeline 

Working with the MPO, con�nued  

▫ Work with MPO professional staff to iden
fy transit vision and needs for 
the region.  

Ongoing 

▫ Transmit a list of needs for considera
on in the MPO’s LRTP. Within 18 months; Every  
4-5 years therea�er 

▫ Work with the MPO to include transit projects in the short-range TIP. Within 18 months; Repeat 
on a regular schedule 

Working with the State DOT  

▫ Establish rela
onships with state DOT offices overseeing transit grants, 
long-range planning, and crea
on of the STIP. Formal liaison rela
onships 
may smooth this process. 

Ongoing 

▫ Work with the state DOT to cra� a vision for transit across the state. Ongoing 

▫ Work with the state DOT to obtain a share of federal  
Sec
on 5307 funding that is necessary and appropriate for the region. 

Annually 

Working with the FTA  

▫ Establish rela�onships with FTA Region office staff responsible for 
overseeing urban transit programs. 

Ongoing 

▫ Obtain copies of the most recent federal circulars and guidance. As soon as possible 

FTA Triennial Review Areas Es�mated Timeline 

Title VI/Civil Rights/Environmental Jus�ce  

▫ Governing board adopts a wri�en policy on non-discrimina�on. At organiza�onal mee�ng 

▫ Cer�fy non-discrimina�on within the agency. Annually 

▫ Develop a wri�en procedure for receiving, addressing, and documen�ng 
discrimina�on complaints. 

Before service planning 
begins 

▫ Appoint a staff member as the Title VI officer. Before service planning 
begins 

▫ Develop procedures and secure supplies/services needed to fully interact 
with members of the public with Limited English Proficiency.  

Before service planning 
begins 

▫ Document complaints, lawsuits, and inves�ga�ons, and submit a report to 
the FTA Civil Rights Officer. 

Every 3 years 
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FTA Triennial Review Areas, con�nued Es�mated Timeline 

Purchasing and Contrac�ng  

▫ Develop and adopt wri�en standards of conduct for procurement of 
goods and services. Standards should include evalua�on of contractor 
capacity, ethical guidelines, termination processes, and audi�ng of 
contractors. 

Before first procurement 

▫ Self-cer�fica�on of the transit operator’s compliance with federal 
procurement and contract oversight processes. 

Annually 

▫ Train a staff member on procurement. Before first procurement 

▫ Governing board adop�on of a statement on meaningful involvement of 
DBEs in procurement.  

Before first procurement 

▫ Establishment of DBE u�liza�on goals and regular evalua�on of progress. Before first procurement; 
annually 

▫ Adopt a statement of agency policy to comply with Buy America 
requirements. 

Before first procurement 

Americans with Disabili�es Act  

▫ Adopt an ADA Compliance Policy Statement. (Can be a component of Title 
VI non-discrimina�on statement.) 

Before first procurement  

▫ Develop wri�en standards for vehicle procurement that meet ADA 
requirements, for both fixed-route and paratransit service.  

Before first procurement 

▫ Develop wri�en standards for accessible routes and transporta�on 
facili�es that meet ADA requirements.  

Before service planning 
begins  

▫ Create plan for complementary paratransit service. Before service planning 
begins 

▫ Develop process for determining eligibility for paratransit service. Before service begins  

▫ Provide sensi�vity training for vehicle operators.  Before service begins; 
ongoing  

▫ Develop a wri�en procedure for receiving, addressing, and documen�ng 
discrimina�on complaints. 

Before service begins  

Public Involvement and Fare Se�ng  

▫ Governing board adop�on of a comment process for service and fare 
changes. 

Before service planning 
begins 

▫ Create public engagement procedures to ensure meaningful involvement 
of the public, including the tradi�onally underserved.  

Before service planning 
begins 

Exhibit 6  (Continued)
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FTA Triennial Review Areas, con�nued Es�mated Timeline

Public Involvement and Fare Se�ng, con�nued  

▫ Offer reduced fares for the elderly and persons with disabili
es on fixed-
route service. Fares cannot be more than half of the regular fare. 

Before service begins 

▫ Par
cipate in the development of the MPO’s Public Par
cipa
on Plan. 18 months from MPO 
establishment 

Legal and Financial Support for Transit Opera�on  

▫ Secure legal counsel and nego�ate contracts. At organiza�onal mee�ng 

▫ Retain a third-party auditor. Within 1 year  

▫ Governing board adopts a wri�en policy statement prohibi�ng lobbying 
ac�vi�es using federal funds. The policy should extend to subgrantees and 
contractors. 

At organiza�onal mee�ng 

▫ Adopt financial management procedures. At organiza�onal mee�ng 

Equal Employment Opportunity  

▫ Governing board adopts a wri�en statement of agency policy regarding 
EEO. Distribute EEO statement widely and display it prominently in all 
hiring processes.  

At organiza�onal mee�ng 

▫ Appoint a senior staff member as the EEO manager or director. Concurrent with adop�on 
of EEO statement 

▫ Establish EEO goals and �metables for mee�ng goals. Before staff are hired 

▫ Develop a system and process for assessing EEO prac�ces, monitoring 
ac�vi�es, accep�ng complaints, and repor�ng on EEO issues. 

Before staff are hired; 
ongoing 

NTD Repor�ng   

▫ [For operators with fewer than 30 vehicles] Apply for a Small Systems 
Repor�ng Waiver. 

Before service begins 

▫ Set up a data collec�on system that conforms to NTD repor�ng 
requirements. 

Before service begins 

▫ Designate a staff member as the NTD repor�ng coordinator. Before service begins 

▫ Make reports to NTD. Annually 

Drug and Alcohol Program  

▫ Governing board adopts a wri�en policy statement requiring the agency 
be a drug-free workplace. 

Before staff are hired 

▫ Adopt agency policy regarding drug and alcohol use by employees. Policy 
should include explana�on of disciplinary ac�ons for non-compliance.  

Included in Employee 
Handbook 

New Urban Areas: A Transit Guidance Brief

Copyright National Academy of Sciences. All rights reserved.

http://www.nap.edu/22454


22

CASE STUDIES

Lessons learned by agencies that began urban 
service in the 2000s are useful to agencies starting 
operation in the 2010s. To identify potential issues 
and solutions, this project includes case examples 
on three transit agencies that began receiving urban 
formula funding after the 2000 Census. The follow-
ing three case studies provide a real-world context 
to better understand the key transit-related issues 
involved in the transition from a non-urbanized 
to a small urbanized area. After the 2000 Census, 
67 urban areas were identified. Almost all of the urban 
areas identified by the 2000 Census accepted an allo-
cation of Section 5307 Urban Formula funding.28

Agencies for case study were selected based on:

•• Input from the project panel and national 
membership groups related to transit;

•• A mix of owner/operator types (city-owned, 
independent authority, MPO/Council of 
Governments);

•• Geographic dispersion;
•• The presence of an employee from the agen-

cy’s formative years;
•• A mix of transit service operated prior to 2000 

(demand-response, rural transit, none); and
•• Willingness to participate in the case example 

research process.

Case study participants were recruited by tele-
phone. Materials were requested from the agency, 
such as strategic plans, annual reports, and agency 
budgets. Key employees were interviewed by tele-
phone for approximately 60 to 90 minutes, with 
follow-up correspondence by email as needed. Case 
examples were reviewed by the participating agen-
cies prior to publication.

CASE STUDY #1: SHORE TRANSIT

Transit Agency: Shore Transit
Urban Area: Salisbury, MD/DE

28The research team is aware of at least one Census 2000 UA 
that refused Section 5307 funding. In this case, the region 
declined to offer fixed-route service and determined its fund-
ing levels would be higher using other sources. It is not known 
whether other UAs have declined Section 5307 funding in the 
past, although this appears to be a rare occurrence.

Operating Agency: Tri-County Council for the 
Lower Eastern Shore of Maryland

Website: http://www.shoretransit.org/

Agency Snapshot

Annual Budget $808,659 
Annual Ridership 301,189 
Year Established 2004 
Fleet Size 45 buses 
Number of Routes 10 
Number of Operators 56 
Number of Other 
Employees 

36 

Paratransit Service Yes 
Farebox Recovery Rate 22% 

Shore Transit serves a three-county region in 
southeastern Maryland. Formed by agreement 
between three rural transit operators, today the tran-
sit agency is a functional unit of the Tri-County 
Council for the Lower Eastern Shore of Maryland 
(TCC). Shore Transit offers urban and hybrid urban/
rural transit service. Substantial portions of rural 
land area are served by fixed-route transit.

History and Governance

Salisbury, Maryland, serves as the principal city 
of the Delmarva (Delaware-Maryland-Virginia) Pen-
insula. The region has a significant seasonal tourism 
industry, and is located within a 2-hour drive of several 
major cities. Small county-based rural transit systems 
had been in operation since the 1980s. Discussions 
about forming a regional transit agency began in 1998, 
when it became clear that the region would qualify as 
a small urbanized area during the 2000 Census. Fur-
ther, the Maryland Transit Administration adopted a 
policy that encouraged small transit authorities to con-
solidate, in order to reduce the number of agencies it 
needed to oversee and to reduce overhead costs.

In 2001, a non-profit organization called the 
Shore Transit Association was formed to promote 
transit interests in the region. This organization 
served as a focal point for discussion amongst the 
transit providers and local governments.

Meanwhile, the Maryland Legislature created the 
TCC in 2001. The TCC is a unit of government that 
focuses on regional planning and program administra-
tion. It is overseen by a governing board composed of 
elected officials from three counties, municipalities, 
and state legislators. Examples of non-transportation 
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work include acting as an economic development 
district and administering workforce development 
programs.

Today, the TCC serves as the area’s transit oper-
ator. The TCC took on an additional role as the host 
agency for the MPO after the area was declared 
an urbanized area in 2002. After Urbanized Area 
Formula funding was made available in 2004, the 
TCC was selected by the Shore Transit Association 
to be the operator of transit services throughout the 
region. A 15-member Transit Advisory Committee 
meets every other month. Committee membership 
includes county transit advocates, consumer advo-
cates, education, and the private sector—but no pro-
fessional staff or elected officials. Elected officials 
serve on the TCC Governing Board, which is the 
final authority in all decisions.29

Consolidating the three rural transit agencies took 
more than a year, but the transition was relatively 
smooth. One key to the transition was educating 
policymakers, workers, and residents that the con-
solidation had major benefits, including:

•• Reduced overhead costs due to fewer man-
agement positions;

•• Lower burden on elected officials to oversee;
•• Better linkages to multimodal transportation 

planning through the MPO;
•• Regional accessibility by transit, due to route 

integration; and
•• Uniform fare structures, fleet types, and ser-

vice times.

A key feature of the agreement between the 
Shore Transit Association and the TCC was that no 
public employees would lose their jobs in the transi-
tion. Some people would have shifting job require-
ments, but none would be let go. Joining with TCC 
also allowed Shore Transit staff to access the state 
retirement system. Further, TCC assumed respon-
sibility for payroll, leave administration, and other 
human resources functions. Pooling funds from 
TCC, Shore Transit, and the MPO created econo-
mies of scale when securing leases for office space, 
hiring shared employees (reception, IT, office man-
agement), building websites, and paying utilities.

29There is also an MPO Council, which is composed of elected 
officials from within the urban area only. The MPO Council has 
no jurisdiction over Shore Transit, although the MPO Transporta-
tion Improvement Program (TIP) is a key document in the process  
of obtaining federal funding. TCC has representation on the MPO 
Council and the MPO Technical Advisory Committee (TAC).

Service

Shore Transit’s fixed-route service provided 
5.5  trips per revenue hour in 2012, carrying 
301,189  riders annually. Shore Transit has ten 
routes. Four routes focus on travel within the City 
of Salisbury between the hours of 7:00 a.m. and 7:00 
p.m. Two routes run north-to-south and share a sub-
stantial number of stops. Each route runs about every 
2 hours, but schedules are staggered so that the core 
of the route receives hourly service. A pair of east-
west routes offers similar service.

Shore Transit’s route system includes six long-
distance regional routes. These regional routes cover 
up to 120 miles in road distance and up to 4 hours of 
total travel time, and serve land area that is both urban 
and rural in character. The regional routes offer lim-
ited stops outside of population centers, and certain 
stops require “call ahead” service, for which riders 
must alert Shore Transit of their need for pickup at 
least 2 hours in advance. Three regional routes origi-
nate in Salisbury. Two more regional routes emanate 
from Ocean City, and one originates from the City 
of Princess Anne (where a University of Maryland 
branch campus is located). Service on regional routes 
is offered between six and nine times per day.

Ocean City is a major focal point for transit ser-
vice, especially during tourist season (May–October). 
During peak season, people working in tourist areas 
are reliant on transit service. Up to 80% of the rider-
ship on routes operating in Ocean City is attributable 
to the peak tourist season. Boardings in rural areas 
account for about half of the trips taken on Shore 
Transit.

One-way fare on fixed-route buses is $3. Chil-
dren up to 42 inches tall ride for free. Shore Transit 
attempts to encourage ridership by promoting low-
cost transit passes. One-week unlimited-ride passes 
cost $25. Demand-response service is offered through 
a fleet of sedans, minivans, and small cutaway vehi-
cles. In 2012, this service provided 112,853 annual 
rides at a cost of $1,265,000.

Funding

Transit services are available in 85% of the land 
area of the TCC region. The service area of Shore 
Transit did not change significantly after the arrival 
of Urbanized Formula funding. Service is provided 
outside of the urban area through Section 5311 Other 
Than Urbanized Area Formula funding (known as 
Formula Grants for Rural Areas in MAP-21), which 
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is an important contributor to Shore Transit’s bud-
get. The purpose of these funds is to support service 
to non-urbanized areas.

Shore Transit’s fixed-route service had a budget 
of $808,659. Funding for Shore Transit comes from 
a variety of sources. Fares account for 22% of Shore 
Transit’s annual budget. Urban Formula funds cover 
around 60% of operating costs. Rural Formula funds 
pay for 18% of total operating costs. The State of 
Maryland contributes the local match necessary 
to obtain federal assistance. An innovative income 
source comes from Shore Transit sales staff acting 
as ticket agents for Greyhound intercity buses, earn-
ing the agency about $26,000 per year.

Best Practices and Lessons Learned  
for New Transit Agencies

•• When shifting organizational structures, it 
is critical to educate employees about the 
changes that are coming, and where possible, 
offer assurances of continued employment.

•• Submitting information to the NTD can be a 
difficult issue for new agencies. The type of 
information collected may need to be adjusted 
to fit the NTD requirements.

•• Designating a single point person—and then 
sending them for training—is key to handling 
the requirements of NTD reporting. A team to 
support the point person can also be helpful.

•• When building a vehicle fleet, make every 
effort to purchase only one type of vehicle 
whenever feasible. This significantly reduces 
vehicle maintenance costs and allows opera-
tors to become comfortable with one type of 
vehicle. Shore Transit inherited three differ-
ent bus types from the three rural transit oper-
ators that formed the agency.

CASE STUDY #2: MOUNTAIN LINE

Transit Agency: Mountain Line
Urban Area: Flagstaff, Arizona
Operating Agency: Northern Arizona Inter

governmental Public Transportation Authority
Website: http://www.mountainline.az.gov/

Agency Snapshot

Annual Budget $6.4 million 
Annual Ridership 1.7 million 
Year Established 2006 
Fleet Size 22 buses 
Number of Routes 7 
Number of Operators 56 
Number of Other 
Employees 

16 

Paratransit Service Yes 
Farebox Recovery Rate 19% 

Mountain Line operates in the urban area of 
Flagstaff, Arizona. It is a subsidiary of the North-
ern Arizona Intergovernmental Public Transporta-
tion Authority (NAIPTA), a state-chartered regional 
agency. It offers seven routes that operate on a pulse 
schedule from a transfer station in downtown Flag-
staff. Transit service has been offered for several 
decades in the region, but has expanded dramati-
cally since 2006. Local taxation initiatives—along 
with 5307 Urbanized Area Formula Grant funding—
have provided a significant boost to the funding 
available to the agency. Local champions have built 
partnerships and advocated for the transit agency 
throughout its expansion.

History and Governance

Transit service in the area dates to 1984, when the 
City of Flagstaff offered a small system of rural transit 
on contract with Coconino County. The original sys-
tem was funded through FTA’s Section 5311 Other 
Than Urbanized Area Formula program (known as 
Formula Grants for Rural Areas in MAP-21). Based 
on growth projections, the Flagstaff region was cate-
gorized by the state DOT as eligible for Section 5307 
Urbanized Area Formula Grants funding in 1997 and 
was transitioned from Section 5311 to Section 5307 
Small Urban funding over the next few years.

In 1998, Flagstaff and six other local govern-
ments adopted a 20-year LRTP (MPO plan) dubbed 
Vision 2020. A 5-year transit plan was adopted in 
1999. In 2000, voters in the area approved a transit tax 
referendum. This gave the region a chance to reshape 
transit service. In 2001, the City of Flagstaff renewed 
its contract with Coconino County and branded the 
service Mountain Line. Over the ensuing years, new 
partnerships were formed with smaller cities in the 
region, along with Northern Arizona University. As 
service improved—and more entities began par-
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ticipating in Mountain Line—leaders recognized a 
need for a regional entity to serve as a focal point 
for funding and providing service. A regional transit 
agency would relieve local governments of liability, 
offer collective political clout, and bring economies 
of scale to purchases and staffing.

As a result, NAIPTA was formed. NAIPTA pro-
vides the platform for an intergovernmental agreement 
between Coconino County, Yavapai County, the City 
of Flagstaff, and Northern Arizona University to offer 
transit services. The concept of creating NAIPTA was 
requested by local political and transportation lead-
ers, who gathered letters of support and drafted sam-
ple state enabling legislation. This bottom-up process 
took 2 years, culminating in the passage of a charter  
during the 2003 legislative session.

The charter allows NAIPTA to operate as a politi-
cal subdivision of the State of Arizona, with separate 
legal standing. Composition of the NAIPTA Board of 
Directors was set by the charter, and today includes 
seven members: (a) one member of the board of 
supervisors from each county; (b) two members of 
the Flagstaff City Council; (c) one member represent-
ing the small cities in the region; and (d) one member 
appointed by the president of Northern Arizona Uni-
versity. All members (except the university represen-
tative) are elected officials, but the elected officials 
can designate the duty to someone else. The NAIPTA 
Board has official alternates for each seat that receive 
all communications, attend most board meetings, and 
can vote in the absence of the regular board member.

After NAIPTA was chartered, member local 
governments negotiated and signed a master inter-
governmental agreement that outlines the roles and 
responsibilities of each member. The agreement was 
approved, and the organization began independent 
operations in 2006. The agreement promotes a com-
prehensive and integrated regional transit system.  
The intergovernmental agreement established:

•• The goals of the agency, boundaries for ser-
vice, liability insurance guidelines, and a 
framework for purchasing/contracting.

•• Membership fees and budget rules. Each 
member must maintain an on-hand balance 
of three months of contributions to NAIPTA. 
This helps ensure financial solvency.

•• Rules for changes in membership and dissolu-
tion of the agency.

•• Responsibilities of member local governments.
•• A transit advisory committee with representa-

tives from local governments and members-

at-large. This group helped oversee an initial 
survey of transit needs in the region.

•• A citizens’ advisory committee.
•• A framework for cost sharing between local 

governments.
•• The distribution and types of transit service in 

each jurisdiction.

Service

Mountain Line has six routes that operate on 
hourly frequencies. Most routes increase to 30-minute 
frequencies during weekday peak periods. Operat-
ing hours are 6:00 a.m. to 9:00 p.m. on weekdays, 
and 7:00 a.m. to 8:00 p.m. on weekends. All routes 
converge at a transfer center in downtown Flagstaff, 
and schedules are based on a pulse system that allows 
time for transfers.

One route offers bus rapid transit service with 
frequencies as short as 10 to 15 minutes. Dubbed 
Mountain Link, this limited-stop service connects 
the downtown transfer center with a large residential 
suburb. The key to the high level of service on this 
route is a partnership with Northern Arizona Univer-
sity, which is serviced by 12 of the route’s stations. 
Northern Arizona University contributes approxi-
mately $475,000 a year to provide expanded service 
on the route. Mountain Link helps expand access to 
and from the university while serving a second pur-
pose as the core of the campus circulator bus system.

Regular fares on all routes are $1.25 per ride, 
discounted to $0.60 for youth and senior riders. Free 
transfers are not allowed; however, an unlimited-
ride daily pass is available for $2.50. Monthly passes 
cost $34 ($17 for youth/seniors). University students 
can purchase a yearly pass for $238—about $20 per 
month.

The Flagstaff region has demonstrated demand 
for transit service. Exhibit 7 shows the ridership 
trends on Mountain Line. Ridership has nearly dou-
bled since 2008, and in 2012 ridership averaged 4,817 
rides per day. This is due in large part to increases 
in the amount of service being provided. New taxes 
and funding partners have allowed revenue hours to 
increase by 30% over the same period. New routes 
have been offered, most routes are operating for longer 
hours, and many have higher frequencies. However, 
not all of the increase can be attributed to more reve-
nue hours. Ridership rose 8% in 2011 despite revenue 
hours remaining relatively consistent.

Software management tools are important to 
NAIPTA’s operations and are supported by two IT 
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professionals. A fleet management system tracks 
maintenance and service time of vehicles. A finan-
cial management system tracks cash flow, which is 
important given the number of funding partners and 
streams that support NAIPTA. Both the financial 
management and fleet management software gener-
ate information useful for NTD reporting. NAIPTA 
has recently established an interactive website built 
on Google Transit. The website and smartphone 
applications offer riders real-time arrival and bus 
tracking provided by TransLoc.

NAIPTA also offers paratransit services through 
the Mountain Lift program. Eight paratransit vans 
provide service within ¾ mile of Mountain Line 
bus stops for people who cannot use the standard 
bus service. A total of 27,446 trips were provided in 
2011 at just under three trips per revenue hour. Fares 
are $2.25 per trip. A taxi voucher program gave 
3,459 rides to paratransit-eligible people. NAIPTA 
has calculated that each taxi voucher trip saves the 
agency about $20 per trip. Paratransit is adminis-
tered through the Trapeze software platform.

Funding

Today, Mountain Line is a recipient of FTA Sec-
tion 5307 Urbanized Area Formula Grants. However, 
Section 5307 dollars are only a small component 
of the overall funding that supports NAIPTA and 
Mountain Line, representing about 13.5% of the total 
budget. Local option transit taxes approved in 2000 
and 2008 generate about 54% of the agency’s annual 
funding. Farebox revenues cover 19% of the operat-
ing annual budget. Northern Arizona University, the 
City of Sedona, the City of Cottonwood, the Town 
of Clarkdale, Yavapai County, and Coconino County 
all contribute local funds to support routes that serve 
their jurisdictions. The remainder of the budget is 
supported by a mixture of sources, including funds 
from the Arizona DOT. NAIPTA has not borrowed 
money in the past, but it does maintain a line of credit 
with a financial institution as a backup if needed.

NAIPTA successfully petitioned the Governor of 
Arizona to become a direct recipient of FTA fund-
ing. This allows NAIPTA to contract directly with the 
FTA’s Region 9 Office to make funding decisions and 
transactions. However, becoming a direct recipient 
requires NAIPTA to fulfill a number of obligations. 
The most visible difference is a higher level of finan-
cial sophistication, including operation of financial 
management systems, adoption of contracting poli-
cies, auditing requirements, and a triennial review 
by FTA. Designated recipients also take the lead on 
enforcement of laws like Title VI of the Civil Rights 
Act and the ADA. Reporting agency statistics to the 
NTD also is required of designated recipients.

Best Practices and Lessons Learned  
for New Transit Agencies

•• Ensure a strong local funding base. It is never 
too early to consider local sources of funding, 
such as local option taxes or partnerships with 
a university.

•• Do not neglect relationship building. Take the 
time to keep partners engaged and on message.

•• Think of the agency’s potential partners in 
concentric circles. Start by building a core 
group of committed partners, then move 
beyond to stakeholders who have an interest 
in the core group. Proceed outward until the 
agency has a strong coalition.

•• Find champions for the agency. Finding at least 
one elected official and one appointed official 
helps bolster the agency’s cause within political 
circles and career service administrative circles.

•• Good legal counsel is important. Recognize that 
in-house counsel may not be familiar with tran-
sit issues, so specialized outside counsel may 
be needed. Further, local government counsel 
has a responsibility to protect the interests of 
their client, which may or may not be the same 
interests as the current or future transit agency.

Fiscal Year Passengers Revenue Hours Passengers per Revenue Hour 
2008 899,201 36,664 24.53 
2009 1,033,500 43,752 23.62 
2010 1,115,254 46,432 24.02 
2011 1,205,629 47,801 25.22 
2012 1,748,333 56,629 30.87 

Exhibit 7  Mountain Line ridership trends.
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CASE STUDY #3: JEFFTRAN

Transit Agency: JEFFTRAN
Urban Area: Jefferson City, Missouri
Operating Agency: City of Jefferson City
Website: http://www.jeffcitymo.org/transit/

Agency Snapshot

Annual Budget $2.2 million 
Annual Ridership 345,000 
Year Established 1976 
Fleet Size 22 buses 
Number of Routes 6 
Number of Operators 19 
Number of Other 
Employees 

16 

Paratransit Service Yes 
Farebox Recovery Rate 15% fixed-

route; 5% 
paratransit 

Transit was introduced to Jefferson City, Mis-
souri, in the early 20th century and run by private 
entities for several decades. In 1976, the city gov-
ernment assumed responsibility for the local transit 
system. In 2003, Jefferson City was reclassified as 
an urbanized area as a result of the 2000 Census. 
Today, JEFFTRAN provides urban transit service 
that includes fixed-route and paratransit.

History and Governance

Jefferson City is the capital of Missouri, and the 
state government is the primary driver of the local 
economy as the city’s largest employer. In 2009, the 
state government had more than 18,000 employees 
in Jefferson City; the city’s next largest employer 
had 1,500 employees.30 JEFFTRAN primarily serves 
state employees commuting to and from work. The 
city has a long transit history dating back to 1912. 
The city was first served by a streetcar line and buses 
run by private operators. In 1966, facing the loss of 
transit when the local bus company went out of busi-
ness, the city assumed responsibility for providing 
the service. For the next decade, a special-purpose 

30Jefferson City, Missouri (2009). Comprehensive Annual Finan-
cial Report, available at: http://www.jeffcitymo.org/finance/
documents/2009CityofJeffersonMOCAFR.pdf.

transit authority was created to oversee the expansion 
of bus service, but it was disbanded in 1976 in favor 
of a municipally owned system. When Jefferson City 
became an urbanized area in 2003, the type of funding 
available to the transit system changed significantly.

JEFFTRAN is operated by the Transit Division of 
the city’s Public Works Department. The Transit Divi-
sion Director oversees JEFFTRAN operations and 
reports to the Director of Public Works, who in turn 
reports to the City Administrator, who in turn reports 
to the Mayor and City Council. The Public Works and 
Planning Committee, a subcommittee of the City Coun-
cil, has decision-making authority over JEFFTRAN.  
A flow chart of JEFFTRAN’s place in the Jefferson 
City organizational structure is shown in Exhibit 8.

Long-term transit planning is conducted by the 
MPO—which was formed when Jefferson City 
was declared an urbanized area. JEFFTRAN takes 
an active role in the planning process. The Transit 
Division Director serves on the MPO’s Technical 
Committee. The City of Jefferson City provides 
administrative functions like financial management, 
human resources, legal representation, and informa-
tion technology for JEFFTRAN, as it is a division of 
the city’s Public Works Department.

With the transition to an urban transit agency, the 
city’s Finance Department changed its accounting pro-
cedures to comply with NTD reporting requirements. 

Exhibit 8  JEFFTRAN organizational chart.
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Implementing these new procedures proved challeng-
ing initially; staff were reluctant to adopt the necessary 
changes and did not understand the critical importance 
of compliance to receive federal funding. These issues 
were addressed in the agency’s first triennial review 
with the FTA.

Service

The service area did not change significantly in 
2003, though two routes have since been consolidated 
into one. JEFFTRAN has six fixed routes, extend-
ing from downtown to surrounding neighborhoods, 
and also operates a paratransit service called Handi 
Wheels. The current fixed routes—drawn more than 
20 years ago—were primarily designed to carry state 
workers between their homes and jobs. The hours 
of operation mimic the commuting patterns of state 
workers. JEFFTRAN operates Monday through Fri-
day, from 6:40 a.m. to 5:45 p.m. The headway on all 
six routes is 40 minutes—less frequent than before, 
when buses ran 30 minutes apart. This change was 
made to improve on-time performance. The annual 
ridership on fixed routes in 2012 was 345,000. In 
peak hours during the school year, additional buses 
(called Trippers) operate on a few of the existing 
routes to add capacity on a semi-scheduled basis.

Handi Wheels provides curb-to-curb service 
anywhere within the city limits for riders who can-
not travel to or from a fixed-route bus stop or board/
disembark a fixed-route bus because of a disabil-
ity. Riders must be pre-approved to use the Handi 
Wheels service. The paratransit service also oper-
ates Monday through Friday, except for observed 
holidays, between 7:00 a.m. and 5:30 p.m. Handi 
Wheels’ annual ridership is about 52,000.

Information about JEFFTRAN hours of opera-
tion, schedules, fares, and routes is available online. 
Riders also can access real-time bus locations online 
using the Automatic Vehicle Locator, and riders can 
provide feedback on JEFFTRAN service through an 
online comment form.

Since 2003, when JEFFTRAN started receiving 
Urbanized Area Formula funding, fixed-route rider-
ship has decreased modestly. This is largely due to 
state budget cuts, which occurred around the same 
time. State cuts eliminated funds for JEFFTRAN 
to provide shuttle routes between state parking lots 
and state office buildings. Despite the decline in 
fixed-route ridership, Handi Wheels ridership has 
grown, due to an aging population that is increas-
ingly dependent on paratransit.

The one-way fare on fixed-route buses is $1.00, 
and the fare is $0.50 for riders over the age of 60, 
persons with disabilities, and Medicare card hold-
ers. Children under the age of 6 years ride for free. 
Discounted 20-ride passes are available for regular 
riders and students. Paratransit fare is $2.00 per ride.

Over the years, JEFFTRAN’s buses have transi-
tioned from a wide assortment of vehicles to a uniform 
fleet. Now, the fixed-route buses are the same make 
of heavy-duty transit coaches; likewise, the paratran-
sit fleet is composed solely of cutaway vehicles. The 
JEFFTRAN staff found that heavy-duty coaches bet-
ter handle the frequent stops of a fixed-route service, 
are more comfortable for passengers, and can operate 
for 17 to 18 years if the vehicles are well maintained.

Funding

The JEFFTRAN operating budget is $2.2 mil-
lion. The city provides $900,000 and $1.3 million is 
brought in from additional sources, primarily Sec-
tion 5307 funds directly from FTA. Farebox recov-
ery for the fixed routes is approximately 12%, and 
5% for paratransit (20%, if accounting for Medicaid 
Waiver and non-emergency medical transportation).

JEFFTRAN received its first Urbanized Area For-
mula funding in 2003. Prior to that, the Missouri DOT 
supplemented city funds. With the arrival of more fed-
eral aid, state funds were cut, effectively keeping the 
budget about the same. JEFFTRAN has begun trials 
for selling advertising to generate additional revenue.

State support for JEFFTRAN goes beyond fund-
ing. The Missouri DOT has performed a variety of 
tasks for JEFFTRAN, such as preparing and select-
ing bids to acquire new buses. The Missouri DOT 
has also provided operations support in the past. 
With the transition away from state DOT to federal 
funds, JEFFTRAN became responsible for these 
tasks that the Missouri DOT had previously assumed. 
JEFFTRAN credits the FTA Region 7 Office with 
helping the agency navigate this change, offering 
technical assistance and training on a range of topics, 
including purchasing, lobbying, Title VI, public com-
ment, NTD reporting, and so forth. The JEFFTRAN 
Division Director and an administrator from City Hall 
attended workshops and then trained JEFFTRAN 
employees and other relevant city staff.

For JEFFTRAN, receiving Urbanized Area For-
mula funding has resulted in a considerable amount 
of additional work for about the same amount of 
money. In fact, though the capital funds available 
fluctuate from year to year, there has actually been 
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less money for operating funds available through 
Section 5307 than from the Missouri DOT. Meeting 
the requirements for federal funding programs has 
been JEFFTRAN’s biggest challenge since being 
declared an urban area.

Best Practices and Lessons Learned  
for New Transit Agencies

•• Educating staff about federal funding applica-
tions and reporting is important. These are com-
plex procedures, and it is advisable to gather 
as much information as possible. Read the Tri-
ennial Review Program Workbook, and take 
advantage of the resources provided by FTA.

•• Getting administrative staff on board is critical. 
Create buy-in by sending them to workshops 
and trainings about federal funding require-
ments and procedures.

•• Partnering with larger transit agencies allows an 
agency to take advantage of economies of scale. 
For instance, JEFFTRAN entered into a piggy-
back agreement with Nashville’s Metropolitan 
Transit Authority bid to acquire new buses. 
Under this agreement, Nashville’s and Jeffer-
son City’s buses were purchased with the same 
solicitation. This arrangement facilitated a lower 
purchase price for each bus. The agreement  
was also helpful because JEFFTRAN did not 
have purchasing expertise on staff at that time.

•• Engaging in peer exchanges is a great way to 
seek advice and learn from the experiences of 
others. Participation in professional organiza-
tions and networking with peers at other tran-
sit agencies is very helpful.

CONCLUSION

Transit professionals in new urban areas have a 
special opportunity to shape the future of transporta-
tion in the community. There are clear opportuni-
ties to improve mobility for the residents in newly 
designated urban areas, using federal transit funding 
not previously available. At the same time, locali-
ties should be deliberate in proactively establishing 
the necessary institutional, financial, administrative, 
planning, and operational frameworks before mak-
ing the commitments needed to receive federal urban 
transit and related grant funds.

The purpose of this digest is to provide a 
handbook-style reference to regions that have been 
or are expected to be designated as new urban areas. 

This will assist these areas in taking advantage of the 
new federal transit funding availability—and fully 
understanding the new requirements and expecta-
tions that come along with that funding. Many other 
resources beyond this digest are available for new 
urban areas. Other resources available include (but 
are not limited to):

•• Other NCHRP and TCRP publications;
•• Staff from FTA Region and Headquarters 

Offices;
•• Staff from the state DOT;
•• Peer agencies and localities that are currently 

offering urban transit service; and
•• Industry associations such as APTA and the 

CTAA. State-level chapters of these organi-
zations may be helpful when trying to under-
stand local needs.

Federal requirements are always evolving—
whether through new legislation, rule-making, or 
simple evolution of standards of practice. It is criti-
cal to stay current, to ensure that the agency meets 
or exceeds expectations. Localities and agencies 
are advised to become as well-informed as possi-
ble, as early as feasible, to preclude missed funding 
opportunities and avoid costly mistakes that could 
jeopardize the continuance of that funding. The 
community of transit professionals is transparent, 
equitable, and ready to offer help if needed.

APPENDIX A: ANNOTATED LIST 
OF RESOURCES

This compiled list of available resources can assist 
newly urbanized areas in understanding both their new 
opportunities and new obligations. A web address 
(url) is provided for each resource, along with a brief 
description of the material the resource contains.

New Grantee Handbooks

The FTA and its regional offices have created 
some one-stop resources for new grantees. These 
documents are particularly helpful for brand new 
operators of transit, but are also useful for opera-
tors converting from rural to urban service. FTA 
Headquarters published a handbook that outlines the 
five-step process for new recipients of federal funds: 
http://www.fta.dot.gov/documents/New_Grantee_
Handbook_Update_March_2011_FINAL.pdf

FTA Region 4 (KY, TN, NC, SC, GA, AL, MS, 
FL, and PR) assembled several documents related 
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to the FTA Headquarters handbook. This webpage 
includes more discussion on topic areas covered in the 
triennial review: http://www.fta.dot.gov/region4_ 
7507.html

National Transit Database

Urban transit service providers and designated 
recipients are required to collect information for the 
NTD. The NTD Annual Reporting Manual can be 
found here: http://www.ntdprogram.gov/ntdprogram/ 
pubs/ARM/2012/html/2012_Reporting_Manual_
Table_of_Contents.html

The NTD Monthly Reporting Manual can be 
found here: http://www.ntdprogram.gov/ntdprogram/ 
pubs/MonthlyRidership/2013/2013%20MR%20
Reporting%20Manual.pdf

For transit agencies with 30 or fewer buses, the 
Small Systems Waiver Reporting Manual may be 
found here: http://www.ntdprogram.gov/ntdprogram/ 
pubs/SmallSystems/2012/html/2012_SSW_Report 
ing_Manual_Table_of_Contents.html

Census Bureau Urban Area Information

Urban Area Classification definitions and infor-
mation can be found here: http://www.census.gov/
geo/reference/ua/urban-rural-2010.html

Urban Areas and MPOs. The FHWA has pre-
pared several materials to describe the formation of 
urban areas and the resulting designation of an MPO. 
Although there are many differences, this is a useful 
resource for understanding the relationship between 
urban areas and transportation: http://www.fhwa.
dot.gov/planning/census_issues/urbanized_areas_ 
and_mpo_tma/

A frequently asked question list can be found here: 
https://www.fhwa.dot.gov/planning/census_issues/
urbanized_areas_and_mpo_tma/faq/mpotmafaq.pdf

FTA Factsheets

FTA produces summary fact sheets on its grant 
programs. These fact sheets present legislation in 
plain language, and compare the current program to 
previous iterations. The factsheets include an over-
view of the purpose, background, program require-
ments, and funding information. With the passage 
of MAP-21, fact sheets have been updated to reflect 
that legislation. A full set of program fact sheets can 
be found here: http://www.fta.dot.gov/map21/

Fact sheets related to urban transit include:

•• Urbanized Area Formula Grants (Section 5307 
and Section 5340) are the most important type 
of grant to understand for new urban areas. 
There are significant requirements attached 
to receiving 5307 funds. A summary of this 
program can be found here: http://www.fta.
dot.gov/documents/MAP-21_Fact_Sheet_-_
Urbanized_Area_Formula_Grants.pdf

•• Metropolitan & Statewide and Nonmetropoli-
tan Transportation Planning Grants (Sections 
5303, 5304, 5305 respectively) provide funding 
for transit planning. These funds can be spent by 
the state or MPO, although some transit ope
rators receive these funds on a pass-through 
basis. A summary of this program can be found  
here: http://www.fta.dot.gov/documents/MAP- 
21_Fact_Sheet_-_Metropolitan_and_State 
wide_and_Nonmetropolitan_Transportation_
Planning.pdf

•• Transit Asset Management (Section 5326) 
http://www.fta.dot.gov/documents/MAP-21_
Fact_Sheet_-_Transit_Asset_Management.pdf

•• Transit Safety and Oversight (Section 5329) 
http://www.fta.dot.gov/documents/MAP-21_
Fact_Sheet_-_Transit_Safety_and_Oversight.
pdf

•• Enhanced Mobility of Seniors and Individu-
als with Disabilities (Section 5310) http://
www.fta.dot.gov/documents/MAP-21_Fact_
Sheet_-_Enhanced_Mobility_of_Seniors_
and_Individuals_with_Disabilities.pdf

Federal Legislation and Regulations

Federal legislation creates programs and appro-
priates funding for their implementation. MAP-21 
made several changes to federal transit policy. A 
consolidated set of transit-related provisions (from 
Chapter 49 of the United States Code) can be found 
here: http://www.fta.dot.gov/documents/chap53 
MAP21.pdf

Additional information can be found in 
23USC§134 (Metropolitan Transportation Plan-
ning) and 23USC§135 (Statewide Transportation 
Planning).

Congress delegates authority to implement 
statute to the U.S. DOT and the FTA. Part of this 
implementation role is to create regulations (also 
known as “rules”); these rules are contained in 
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the Code of Federal Regulations (CFR). In gen-
eral, the code is more detailed than statute. A 
full set of regulations issued by the FTA can be 
found here: http://www.fta.dot.gov/legislation_
law/12316_808.html

Some pertinent regulations important to small 
urban transit operators include:

•• 49CFR 601 – Organization, Functions and 
Procedures

•• 49CFR 613 – Planning Assistance and 
Standards

•• 49CFR 622 – Environmental Impact and 
Related Procedures

•• 49CFR 630 – Uniform System of Accounts 
and Records and Reporting System

•• 49CFR 633 – Project Management Oversight
•• 49CFR 659 – Prevention of Alcohol Misuse 

and Prohibited Drug Use in Transit Operations
•• 49CFR 661 – Buy America
•• 49CFR 663 – Pre-award and Post-delivery 

Audits of Rolling Stock Purchases

FTA Circulars and Other Documents 
Discussing Required Activities

FTA circulars provide grantees with direction 
on program requirements. Circulars bring together 
statute, administrative code, guidance, and internal 
FTA processes into one document. By adhering to 
the process and requirements in a circular, a transit 
funding recipient and/or operator will be meeting 
the requirements and expectations of FTA. A full 
set of circulars can be found here: http://www.fta.
dot.gov/legislation_law/12349.html

Specific circulars important to new operators 
are discussed below. Certain circulars are important 
only to direct recipients, such as Financial Capacity 
and Procurement.

•• FTA Triennial Review Program Workbook: 
http://www.fta.dot.gov/documents/FY2012_
On-line_TR_Workshop_Workbook_Rev1.
pdf

•• Title VI of the Civil Rights Act of 1964 dis-
cusses processes that transit operators must 
put in place to ensure that programs do not 
discriminate against people based on race, 
color, or national origin: http://www.fta.dot.
gov/civilrights/12328.html

•• Urbanized Area Formula Program: Program  
Guidance and Application Instructions: http:// 

www.fta.dot.gov/legislation_law/12349_ 
11492.html

•• Program Guidance for Metropolitan Planning 
and State Planning and Research Program 
Grants: http://www.fta.dot.gov/legislation_
law/12349_8454.html

•• Disadvantaged Business Enterprises (DBE): 
http://www.fta.dot.gov/civilrights/12326.
html

The Planning Process

Transit at the Table II is a research and best prac-
tices document that discusses transit operator involve-
ment in the MPO process. It provides insights on 
how to advance transit projects through the process: 
http://www.planning.dot.gov/documents/Trans 
Planning/TransTableII.htm

Policy on Public Involvement Process. FTA 
(jointly with FHWA) encourages active public engage-
ment in every phase of the transit planning process. 
The agency provides resources on public involvement 
in transportation decision-making: http://www.fta.
dot.gov/15589.html

APPENDIX B: NEW URBANIZED AREAS 
FOR THE 2010 CENSUS

Source: U.S. Census Bureau, Geography Division

Albany, OR
Arroyo Grande-Grover Beach, CA
Beckley, WV
Bloomsburg-Berwick, PA
Cape Girardeau, MO-IL
Carbondale, IL
Cartersville, GA
Casa Grande, AZ
Chambersburg, PA
Conway, AR
Daphne-Fairhope, AL
Delano, CA
East Stroudsburg, PA-NJ
Grand Island, NE
Grants Pass, OR
Hammond, LA
Hanover, PA
Hilton Head Island, SC
Homosassa Springs-Beverly Hills-Citrus 

Springs, FL
Kahului, HI
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Lake Havasu City, AZ
Lexington Park-California-Chesapeake Ranch 

Estates, MD
Los Lunas, NM
Manhattan, KS
Mankato, MN
Midland, MI
New Bern, NC
San Marcos, TX
Sebring-Avon Park, FL
Sierra Vista, AZ
Staunton-Waynesboro, VA
Walla Walla, WA-OR
Watertown, NY
West Bend, WI
Williamsburg, VA
Woodland, CA

APPENDIX C: CHECKLIST FOR URBAN 
AREAS CONVERTING FROM RURAL 
TO URBAN TRANSIT SERVICE

Exhibit 6 in this digest presents a checklist of 
suggested start-up steps for agencies that are offer-
ing transit service for the first time. However, not 
all urban service providers are starting service from 
scratch. Many regions have offered fixed-route rural 
service prior to being designated an urban area. Since 
transit has already been in operation in those regions, 
many of the steps shown earlier in the document are 
not needed. The checklist presented in Appendix C is 
intended for operators that are converting from rural 
to urban transit service. All steps in the checklist for 
transit operators converting from rural to urban sys-
tems also apply to first-time transit operators and, as 
such, are also contained in Exhibit 6.

New Urban Areas: A Transit Guidance Brief

Copyright National Academy of Sciences. All rights reserved.

http://www.nap.edu/22454


33

Checklist for Transit Operators Converting from Rural to Urban Systems
Agency Governance and Organiza�on 
 

Es�mated Timeline 

Governance and Ownership of the Transit Operator  

▫ [If necessary] [For operators not owned by local governments] Enter into 
interlocal agreements with governments in the transit service area. 
Interlocal agreements should describe the governance structure of the 
operator, cost sharing, and responsibili�es of all par�es.  

Within 6 months of 
designa�on as a UA 

▫ Revisit the composi�on of the governing board of the transit operator. Within 6 months of 
designa�on as a UA 

▫ Consider establishment of technical advisory and ci�zens’ advisory 
commi­ees and revisit composi�on of commi­ees’ membership. 

Before service 
begins 

▫ Hold regular business mee�ngs of the governing board and advisory 
commi�ees. 

Ongoing 

Transit Administra�on  

▫ [If needed] Dra� and adopt an employee handbook. Within 1 month of 
hiring staff 

▫ Together with the state DOT, determine whether to apply for direct 
recipient status. 

At any �me 

▫ Es�mate federal, state, and local resources to support transit funding. Within 6 months 

▫ Determine desired service types, routes, and frequencies. Within 6 months 

Working with the MPO  

▫ Par�cipate in the establishment of the MPO. Establish formal avenues for 
transit par�cipa�on in the MPO governance and planning process. 
Par�cipa�on can be a vo�ng seat on the governing board of the MPO, a 
non-vo�ng seat on the governing board, or forma�on of a transit advisory 
commi�ee. 

Concurrent with the 
establishment of the 
operator 

▫ Regularly a�end MPO governing board and technical advisory commi�ee 
mee�ngs. 

Ongoing 

▫ Work with MPO professional staff to iden�fy transit vision and needs for 
the region.  

Ongoing 

▫ Transmit a list of needs for considera�on in the MPO’s LRTP. Within 18 months; 
Every 4-5 years 
therea�er 

▫ Work with the MPO to include transit projects in the short-range TIP. Within 18 months; 
Repeat on a regular 
schedule 

(continued on next page)
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Agency Governance and Organiza�on, con�nued Es�mated Timeline  

Working with the State DOT  

▫ Maintain rela�onships with state DOT offices overseeing transit grants, 
long-range planning, and crea�on of the STIP. Formal liaison rela�onships 
may smooth this process. 

Ongoing 

▫ Work with the state to cra� a vision for transit across the state. Ongoing 

▫ Work with the state to obtain a share of federal Sec�on 5307 funding that 
is necessary and appropriate for the region. 

Annual 

Working with the FTA  

▫ Establish rela�onships with FTA Region office staff responsible for 
overseeing urban transit programs. 

Ongoing 

▫ Obtain copies of the most recent federal circulars and guidance. As soon as possible 

Triennial Review Areas  

Title VI/Civil Rights/Environmental Jus�ce  

▫ Document complaints, lawsuits, and inves
ga
ons, and submit a report to 
the FTA Civil Rights Officer. 

Every 3 years 

Purchasing and Contrac�ng  

▫ Develop and adopt wri�en standards of conduct for procurement of goods 
and services. Standards should include evalua
on of contractor capacity, 
ethical guidelines, termina
on processes, and audi
ng of contractors. 

Before first 
procurement 

▫ Self-cer
fica
on of the transit operator’s compliance with federal 
procurement and contract oversight processes. 

Annually 

▫ Governing board adop�on of a statement on meaningful involvement of 
DBEs in procurement.  

Before first 
procurement 

▫ Establishment of DBE u�liza�on goals and regular evalua�on of progress. Before first 
procurement; 
annually 

▫ Adopt a statement of agency policy to comply with Buy America 
requirements. 

Before first 
procurement 

Public Involvement and Fare Se�ng  

▫ Governing board adop�on of a comment process for service and fare 
changes. 

Before service 
planning begins 

▫ Create public engagement procedures to ensure meaningful involvement 
of the public, including the tradi�onally underserved.  

Before service 
planning begins 

▫ Offer reduced fares for the elderly and persons with disabili�es on fixed-
route service. Fares cannot be more than half of the regular fare. 

Before service 
begins 

▫ Par�cipate in the development of the MPO’s Public Par�cipa�on Plan. 18 months from 
MPO establishment 

Es�mated Timeline

Checklist  (Continued)
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