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9 FINANCIAL MODEL  
The financial element for the BCAG Transit & Non-Motorized Plan is the subject of this chapter. 
The first section presents operating cost projections and the capital improvement program to 
support the short and mid-term service plan and the funding sources to pay for them. The short-
term plan covers the three year period from FY 2014/15 though FY 2016/17.   The mid-term plan 
extends from FY 2017/18 through FY 2026/27.  The long-range projection makes assumptions for 
2040. This chapter concludes with a series of potential new funding sources that could be pursued 
by BCAG to help fund service enhancements and capital investments.  

SHORT-TERM AND MID-TERM SERVICE LEVELS AND 
OPERATING COST PROJECTIONS  
The short-term and mid-term transit service plans are described in detail in Chapter 7.  The 
short-term service plan describes how B-Line will transform over the next two years and begins to 
introduce elements that are seen in the mid-term service plan.  Most of the short-term service 
changes are focused on route simplification, improved circulation,  creating route terminal points 
at key destinations, and improving on-time performance of existing routes.  In the mid-term, the 
focus turns to creating transit-priority corridors and developing a rapid bus service along the 
primary B-Line trunk route connecting North Chico with downtown and the Chico Mall area in 
southeast Chico.   

Figure 9-1 presents operating cost projections from FY 2014/15 to FY 2026/27 for the short-term 
and mid-term planning horizons.  It provides a breakdown of service levels and operating costs 
for fixed route and paratransit service.   Detailed assumptions are defined below.  
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Short-Term Service Levels and Cost Assumptions  
Key assumptions for short-term service levels for fixed-route and paratransit services are 
summarized below: 

 Beginning in FY 2014/15, fixed-route service levels are slightly adjusted downward and 
then remain constant for the next two years. Annual revenue service hours are as follows: 

 Urban fixed-route service hours:  45,829 

 Rural fixed-route service hours:   24,957 

Paratransit service hours are expected to drop slightly due to refinements the in ADA-
eligibility process.  In FY 2014/15, a total of 51,203 hours are proposed, with a drop to 
49,677 paratransit service hours in FY 2016/17.  Consistent with the recent trend, 
urban paratransit service hours are slightly higher than rural paratransit service 
hours.  

 Fixed-route and paratransit service levels are based on the FY 2013/14 actual hourly costs 
for urban and rural service with an annual 3% inflation rate.   

Based on these assumptions, operating costs in FY 2014/15 are projected at just under $9.4 
million.  Two years later, in FY 2016/17 with stable fixed-route service levels and slightly lower 
paratransit service levels, operating costs are estimated at $9.8 million.  

Mid-Term Service Levels and Cost Assumptions 
In the mid-term timeframe, starting in FY 2017/18, urban fixed-route service levels are projected 
to drop slightly, from 45,829 annual service hours to 44,544 due to efficiencies related to a 
reconfigured Route 1 that replaces Routes 15N and 15S and includes some operational 
enhancements that reduce travel time. Urban fixed route service hours are expected to remain 
stable throughout the mid-term planning period.  Rural fixed route service is projected to remain 
steady at 24,957 annual service hours.    

Fixed-route annual operating costs are estimated at $6.4 million in FY 2017/18 and gradually 
increase each year to $8.4 million in FY 2026/27. In FY 2017/18 paratransit service costs are 
projected at just below $3.5 million and after ten years climb to $4.9 million.    

Total system operating costs inclusive of fixed-route and paratransit services are estimated at 
$9.8 million in FY 2017/18 and increase to $13.3 million in FY 2026/27, the final year of the mid-
term planning horizon.  

Key Performance Indicators  
Figure 9-2 shows key transit system performance measures based on the hourly cost of service 
and projected ridership assuming implementation of the short-term and mid-term service plans.  
Minimal fixed route ridership gains in the short-term when service levels remain constant.   
Consequently, productivity shows minimal gains with urban fixed-route service productivity 
hovering at about 21 hourly passengers.   In the mid-term, passenger productivity is projected to 
increase from 21 to 23 hourly passengers.   As expected, rural fixed route service has lower 
productivity; in FY 2014/15 rural service is expected to carry about 16 passengers per hour with 
expected increases to nearly 18 hourly passengers at the end of the mid-term planning horizon.    
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After an initial slight drop in FY 2016/17 due to a drop in service hours, paratransit service 
ridership is projected to increase at a modest annual rate of 1% between FY 2017/18 and FY 
2026/27.  Urban paratransit service is estimated to carry just under three hourly passengers 
whereas productivity in rural areas is slightly higher because of shorter travel distances in 
contained small cities. 

The bottom rows of Figure 9-2 displays the projected farebox recovery for fixed-route and 
paratransit services.  It reveals that the farebox recovery ratio for each services meet or exceeds 
the standards established in this plan, with the exception of paratransit service in the mid-term.  
Details on fare revenue are presented on page 9-8. 
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SHORT AND MID-TERM REVENUE PROJECTIONS 
The projected operating costs through FY 2026/27 can be implemented and sustained with 
existing financial resources. Discretionary federal and state grant funds will be needed for vehicle 
replacements and other desirable capital improvements as discussed later in this chapter.  

Existing Funding Sources 
Funds for this plan come from the following primary sources:  

 Federal Transit Administration (FTA)  

 Section 5307 and 5311 funds  

 State Transportation Development Act (TDA) Funds 

 Local Transportation Funds  

 State Transportation Assistance Funds  

 Fare revenues  

BCAG has received funding from each source described in this section, and it is anticipated that 
these revenue sources will continue to be available in the short-term and mid-term timeframes. 
These sources and the assumptions in projecting funding levels through FY 2016/27 are discussed 
below.   Figure 9-3 summarizes short-and mid-term transit system operating costs and operating 
revenues extending from FY 2014/15 through 2026/27. 
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Federal Funds  
On July 6, 2012, President Obama signed into law new federal transportation legislation, Moving 
Ahead for Progress in the 21st Century (MAP-21). MAP-21 reauthorizes surface transportation 
funding in the United States. The legislation took effect on October 1, 2012 and will guide surface 
transportation funding for 27 months until January 1, 2015.  

MAP-21 includes several strategic changes as compared with SAFETEA-LU, MAP-21’s 
predecessor. One of MAP-21’s central goals was to reverse the proliferation of smaller and more 
specialized programs and consolidate them into larger programs that give funders more 
flexibility. Some of the most salient examples of this change of policy direction are apparent in the 
way transit funds are funded and distributed.  

FTA Section 5307, Urban Area Formula Funds 

For urbanized areas with populations over 200,000, funds are apportioned and flow directly to a 
designated recipient selected locally to apply for and receive Federal funds. BCAG is the 
designated grantee in Butte County as the operator of the B-Line service and thus qualifies for 
capital and operating Section 5307 funding administrated by the FTA. Section 5307 funding 
apportionments can be used for capital projects and cannot provide more than a 50% subsidy to 
support operations. 

Annually, the B-Line receives just over $2 million in Section 5307 funds and uses the vast 
majority for operating and maintenance costs.  Based on projected population growth in the 
county and other factors, FTA 5307 funds are assumed to increase one percent per year.    

FTA Section 5311, Rural Area Formula Funds 

This program provides funding assistance for public transportation projects in non-urbanized 
areas with population under 50,000. The program, first established in the late 1970s, remains a 
key FTA program. Activities eligible under the former Job Access and Reverse Commute (JARC) 
Program, which provided services to low-income individuals to access jobs, are now eligible under 
the Section 5311 program. In addition, the method by which FTA allocates funds to the states now 
includes the number of low-income individuals as a factor. There is no floor or ceiling on the 
amount of funds that a state has to program on job access and reverse commute activities. 

FTA Section 5311 funds can be used to fund capital projects or support operations or combination 
thereof. This plan assumes that BCAG will continue to use its current annual allocation of 
$800,000 in FTA Section 5311 to support fixed-route operations. These funds have been 
conservatively estimated at a constant level throughout the short and mid-term planning horizon.  

State, Regional, and Local Funds 
The Transportation Development Act (TDA) provides two major sources of funding for public 
transportation: the Local Transportation Fund (LTF) and the State Transit Assistance fund (STA). 
Together, these funds are used to support B-Line service.      

Local Transportation Funds 

For most California transit services, TDA funds are the largest single source of operating revenue; 
B-Line is no exception. The Local Transportation Fund revenues are derived from a one-quarter 
cent sales tax, which is collected by the Board of Equalization, and administered locally through 
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the Butte County Association of Governments (BCAG) which returns it to local jurisdictions. TDA 
funds can be used for capital expenditures or operations or a combination thereof, and, 
importantly, they provide an important source of local match for federal capital funding.  

Member jurisdictions contribute all or a portion of their apportioned funds to help fund fixed 
route and paratransit operations and capital investments. In FY 2013/14, member jurisdictions 
contributed approximately $4.4 million in LTF and STA funds to help fund the B-Line, 
representing nearly 50% of operating revenues.  In future years, additional financial support from 
member jurisdictions will be required.   Beginning in FY 2014/15, $4.8 million is needed, 
accounting for 52% of operating revenues.  This amount is projected to gradually increase to $7.8 
million by FY 2026/27. 

State Transportation Assistance Funds (STAF) 

STAF are revenues derived from sales taxes on gasoline and diesel fuels. STAF is allocated 
annually by the BCAG.  Unlike LTF which may be allocated to other purposes, STAF revenues 
may be used only for public transit or transportation services. 

Passenger Fare Revenues  
Fares should be raised periodically to keep pace with the inflation rate. The B-Line fixed-route 
and paratransit services must meet their state-mandated farebox recovery ratios (20% urban and 
10% rural for fixed routes) and 10% for paratransit, and thus must regularly increase fares to 
maintain this requirement. It is also good policy to raise fares incrementally on a regular basis 
rather than waiting long periods and then increasing fares by a significant amount.   

This plan assumes a fare increase every three years with the first increase occurring in FY 
2017/18.   The last fare increase was on May 25, 2014 and raised cash fares on fixed route service 
approximately seven percent on local service and ten percent on regional service with slightly 
higher increases for pre-paid tickets and passes.  Paratransit cash fares rose nine percent in May 
2014 with larger increases for longer distance (zonal) travel.   Proposed fare increases for the 
short-term and mid-term horizon are presented in Figure 9-4 on the next page.    
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Figure 9-4 Projected Fare Increases in the Short and Mid-Term 

  Current Fare (1) FY 2017/18 FY 2000/21 FY 2023/24 FY 2026/27 

Fixed Route Cash           

Local Regular $1.50 $1.60 $1.75 $2.00 $2.20 

Local Discount $0.75 $0.75 $0.85 $1.00 $1.10 

Regional Regular $2.00 $2.25 $2.50 $2.75 $3.00 

Regional Discount $1.00 $1.10 $1.20 $1.25 $1.35 

Paratransit Cash           

Advance Request   $2.75 $3.00 $3.25 $3.50 $3.75 

Same Day Request   $4.00 $4.25 $4.50 $4.75 $5.08 

Zone 1   $7.00 $7.50 $8.00 $8.75 $9.36 

Zone 2   $9.00 $10.00 $11.00 $12.00 $12.84 

Zone 3   $11.00 $12.00 $13.00 $14.00 $14.98 
(1) Effective 5/25/14 

CAPITAL COSTS AND REVENUE PROJECTIONS 
Short-term and mid-term capital projects consist of vehicle replacements and passenger 
amenities. Figure 9-5 lists the capital projects and their associated projected costs and proposed 
funding sources for FY 2014/15 through FY 2016/27.  Please note that discretionary federal funds, 
(see page 9-14), will be pursued to pay for vehicle replacements.  

Vehicle Replacements  
As shown in Figure 9-5, costs vary tremendously by year depending on whether vehicles are being 
replaced and the number and type of replacements. For fixed-route vehicles, it is assumed that 16 
fixed route buses and seven paratransit vehicles are ready for replacement in the short-term 
having reached or exceed their useful lifecycle.   During the ten year mid-term timeframe, 25 
fixed-route buses are scheduled for replacement spread over seven years with between five and 
eight vehicles in four of the fiscal years.  In FY 2015/16, seven paratransit vehicles are scheduled 
for replacement at a cost of nearly $69,000 per vehicle or approximately $469,000 for all seven 
vehicles.   In the next ten years, between FY 2017/18 and FY 2026/27, a total of 21 paratransit 
vehicles will be ready to retire after reaching their useful life. 

The size of the B-Line fleet remains unchanged in the short-and mid-term periods. It is assumed 
that all vehicles will be replaced at the end of their useful life, which is twelve years for fixed-route 
vehicles and seven years for paratransit vehicles.  

Passenger Amenities  
In FYs 2020/21 and 2021/22, passenger amenities totaling $75,000 each year consist of new bus 
stop signs and passenger shelters   A total of 50 new bus stop signs are recommended at $1,000 
per stop plus ten new passenger shelters at $10,000 per shelter.  
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LONG-TERM SERVICE PLAN COST PROJECTIONS 
The long-term planning projections assume further expansion of fixed-route service hours to 
55,529 annual hours in 2040. Service changes would largely be dependent on urbanization and 
development throughout Chico and the region; in particular, service expansion, such as new 
coverage routes, would be reliant on new pockets of development on Chico and Oroville’s 
outskirts as well as new roadway connections. New transit-priority corridors could also be added 
within Chico (and potentially Oroville) pending increased development (or redevelopment) within 
existing built-up areas.  To fund the long-term service plan would require either a significant 
increase in financial contributions from member jurisdictions (LTF/STA funds) and/or increased 
federal formula funds.    

Operating Costs 
Operating costs projected for 2040 would increase significantly due an conceptual increase of 
approximately 13,000 fixed route service hours plus about 3,000 more hours of paratransit 
service. Figure 9-6 shows the projected operating costs as well as passenger productivity for the 
long-term service plan. 

Figure 9-6 Long-Term Service Plan Operating Cost Projection and Performance 

Long-Range Projection - 2040 
Service and Operating Costs 

Service Levels (service hours)   
Fixed Route Revenue Hours 82,981 
Paratransit Revenue Hours 55,096 

Estimated Ridership  
Fixed Route Ridership 1,917,011 
Paratransit Ridership 173,278 

 Estimated Farebox Revenue   
Total Fixed Route Revenue $2,928,322 
Total Paratransit Revenue $622,516 

Estimated Operating Costs  

Total Fixed Route Op Costs $12,744,833 
Total Paratransit Op Costs $6,370,036 

Total System Operating Costs $19,114,868 

Performance Indicators 

Cost/Hour  
Fixed Route Service $150.14 
Paratransit Service $115.24 
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Long-Range Projection - 2040 
Passengers/Hour  

Fixed Route Service 21.8 
Paratransit Service 3.2 

Farebox Recovery Ratio  
Fixed Route Service 24% 
Paratransit Service 10% 

Capital Costs 
The projected capital costs for the long-term service plan are shown in Figure 9-7.   The projects 
consist solely of vehicle replacements: 35 fixed-route vehicles and 14 paratransit vehicles at an 
estimated cost of nearly $25 million.  

Figure 9-7 Long-Term Service Plan Capital Cost Projection 
Capital Costs FY 2034-2035 

Fixed Route Replacement  Vehicles (35) $23,129,406 
Paratransit Replacement Vehicles (14) $1,336,366 
Total Capital Costs $24,465,772 

Funding Strategy 
Since it is difficult to predict federal and state funding levels in 2040, no specific funding plan is 
identified. In the future, additional analysis will be needed to evaluate the cost-effectiveness and 
potential fundability of the services outlined in the long-term service plan.  

The following section of this chapter discusses potential new local funding sources that could be 
used in the mid- and long-term.  

POTENTIAL NEW FUNDING SOURCES  
The primary existing funding sources are Federal Transit Administration (FTA) Sections 5307 
and 5311 and TDA Article 4.  Federal formula funds are projected to remain constant or increase 
only one percent in the short and mid-term timeframe. Discretionary federal funds are 
competitive and are not guaranteed and tend to be used for capital improvement projects. In this 
current economic climate of fiscal austerity it will be challenging for BCAG to fund its current and 
projected operations and all of its scheduled vehicle replacement projects without some 
additional funding.  

Potential funding sources that BCAG can pursue to supplement transit service and pay for capital 
investments are presented in Figure 9-8. The figure first presents new federal funding 
opportunities followed by potential new revenues derived from state, regional and local sources. 
It then reviews opportunities for generating private funds. For each funding source identified in 
the figure, its purpose is stated, how funds can be used and applicability for the B-Line’s service 
needs and capital requirements. Some of the revenue sources are currently being explored by 
BCAG although there are no firm commitments at this time.  
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CONCLUSION 
The funding plan for the short and mid-term horizon in presented in Figure 9-9. In the short-
term and mid-term period, the service plan is fully funded assuming the existing fund sources 
continue to be available and BCAG successfully secures capital grants for vehicle replacements. If 
capital grants are not forthcoming, then BCAG may need to postpone some of the scheduled 
fixed-route and paratransit vehicle replacements.  

To help pay for capital improvement projects, BCAG is planning to pursue an FTA Ladders of 
Opportunity grant and may want to consider seeking other discretionary capital grants to pay for 
the replacement of  vehicles when they reach their useful life. However, given the challenge in 
successfully securing competitive capital grants and to fund further enhancements in the longer-
term; BCAG should consider other opportunities at the local level to generate local revenue 
sources. The most promising potential is a countywide half-cent sales tax for transportation 
improvements with a percentage of the revenues dedicated for transit. 
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