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Proposed Action
That the Metropolitan Council adopt FM 12-3 Version 3 State Transit Funding Allocation Policy.

Background

This policy requires the Council to allocate Motor Vehicle Sales Tax (MVST) funds it receives from
the State of Minnesota for metropolitan area transit operations to Council activities and
replacement service municipalities in accordance with Minnesota Statutes section 473.388.

The Council-wide Policy and Procedure Review Team reviews all policies and procedures for
consistency, clarity, and compliance. Representatives from each division and Regional
Administration serve on this team. This team reviewed Policy FM 12-3 and endorsed it to move
forward to Management Committee for approval.

Rationale
The 2023 Legislature amended Minnesota Statutes 297B.02 and 297B.09 governing the collection
and allocation of MVST funds, effective July 1, 2023.

In Minnesota Statutes 297B.02, the Legislature increased the rate on the purchase of motor
vehicles from 6.5% to 6.875%. In Minnesota Statutes 297B.09, the Legislature reduced the share
of MVST funds allocated to the Council and replacement service providers from 36.0% to 34.3%.
The sum of these two changes is forecast by the Minnesota Department of Revenue to bring in
approximately $1 million more in MVST revenues per year into the Council and the replacement
service municipalities each year.

The allocation of MVST funds to the individual replacement service providers has been quantified
as the sum of two calculations, the “statutory allocation” and the “supplemental allocation” and
documented in this policy. Minnesota Statutes 473.388 Subd. 4 dictates that the first 21.5% of
MVST revenues are allocated as prescribed in statute, quantifying the statutory allocation. With
the reduction in the share of MVST allocated to the Council to 34.3%, and holding the statutory
allocation to 21.5%, the supplemental allocation must correspondingly be reduced from 14.5% to
12.8%.
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Thrive Lens Analysis
This action supports the Council’s Thrive Stewardship Outcome by providing for the efficient and
effective use of public financial resources.

Funding

The funding is MVST received from the State of Minnesota for metropolitan area transit operations
to Council activities and replacement service municipalities established under Minnesota Statutes
Section 473.388.

Attachments:

State Transit Funding Allocation Policy FM 12-3 Marked Up
State Transit Funding Allocation Procedure FM12-3a Marked Up
State Transit Funding Allocation Policy FM 12-3 Final

State Transit Funding Allocation Procedure FM12-3a Final



A

METROPOLITAN
C o UNTCT L

POLICY

State Transit Funding Allocation Policy
FM 12-3

Category: Financial Management
Business Unit Responsible: RA: Finance
Policy Owner: Deputy Chief Financial Officer

Policy Contact: Stewart McMullan, Director of Budget Operations

Synopsis: Establishes the responsibilities and expectations for the allocation of funding received from the State
of Minnesota for metropolitan area transit operations.

POLICY

The Metropolitan Council shall allocate funds it receives from the State of Minnesota for metropolitan
area transit operations to Council activities and replacement service municipalities established under
Minnesota Statutes section 473.388.

State General Fund Apprepriations-appropriations are allocated:
——As directed in law, then

o State obligations to Metro Mobility, METRO Blue Line, METRO Green Line and Northstar

Commuter Rail operations, then
e Regional bus and planning services.

Motor Vehicle Sales Tax Revenues-revenues are allocated:
+—As directed in law, then

e State obligations not funded by the State General Fund appropriations, then

e Regional bus and planning services.

Replacement Service—service Municipalities—municipalities defined under Minnesota
Statutes section 473.388 are collectively allocated:

Financial assistance under Minnesota Statutes Seetion-section 473.388
Subdivision—subdivision 4, and Supplemental—supplemental financial
assistance in an amount equal to 4.3% percent of:

1. 44-512.8% of total statewide Motor Vehicle Sales Tax revenues, plus

2. State General Fund Apprepriations-appropriations not directed in law, minus

3. State funding needed to meet federal and state obligations.

Payment of supplemental financial assistance not directed in Statute shall be held-backwithheld from any
transit service provider not in compliance with established reporting requirements.

PURPOSE OF POLICY
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This policy establishes the responsibilities and expectations for the allocation of funding received from
the State of Minnesota for metropolitan area transit operations.
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BACKGROUND & REASONS FOR POLICY

The State of Minnesota provides funding for metropolitan area transit operations through State General
Fund Apprepriations-appropriations and 3634.3% of the money collected and received under Minnesota
Statutes chapter 297B Sales Tax on Motor Vehicles. The transit system in the metropolitan area

includes the services provided by the Metropolitan Council and replacement service municipalities. The_
Metropolitan Council is responsible for allocating funding among all service providers.

Allocation of supplemental financial assistance between individual replacement service municipalities
shall be in the manner determined by agreement of the replacement service municipalities. The
allocation methodology may specify eligibility based on a municipality’s transit service operating reserve.
Absent an agreement between the replacement service municipalities, the Regional Administrator shall
determine the amount to be allocated to a replacement service municipality.

IMPLEMENTATION & ACCOUNTABILITY

The Regional Administrator shall establish the framework and accountability for the effective
implementation of the policy.

Allocation of the supplemental financial assistance between individual replacement service municipalities

under the Motor Vehicles Sales Tax shall be in the manner determined by the agreement with the
replacement service municipalities. The allocation methodology may specify eligibility based on a
municipality’s transit service operating reserve. Absent an agreement between the replacement service
municipalities, the Regional Administrator shall determine the amount to be allocated to a replacement
service municipality.

The Metropolitan Council shall publish the State Transit Funding Allocation policy, implementing
procedures, financial information and reporting requirements on the-Counecisits website.

PROCEDURES
* FM 12-3a State Transit Funding Allocation Procedure

RESOURCES

Minnesota Statutes
* Minnesota StatutesMS) Section 473.388
* Minnesota Statutes Chapter 297B Sales Tax on Motor Vehicles

HISTORY

Version 2 — Template Update
10/12/2020 - Updated content into new template.

Version 1 — Approval Date
01/08/2018

Last Reviewed Date
01/01/2018

Next Content Review Date
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PROCEDURE

State Transit Funding Allocation Procedure
FM 12-3a

Category: Financial Management
Business Unit Responsible: RA: Finance
Procedure Owner: Deputy Chief Financial Officer

Procedure Contact: Stewart McMullan, Director of Budget Operations

State es-auidance and-reng ing-reauirements fo nsi nding Allocation-to

Synopsis: Procedure gi 3 aty and-repo 3 4 063
implement the Council’s policy and statutory guidance and reporting requirements for the allocation of Motor

Vehicle Sales Tax funding.

GOVERNING POLICY
* FM 12-3 State Transit Funding Allocation Policy

PROCEDURE

State General Fund Appropriationsappropriations

The State of Minnesota provides the Metropolitan Council with appropriations from the general fund
for the transit system operations in the metropolitan area. They-These funds are allocated as
follows:

1. As directed in law, then

2. METRO Blue Line, METRO Green Line, Northstar Commuter Rail and Metro Mobility operations
required to meet federal and state mandates, then

3. Service providers in the same manner as under the paragraph in the Motor Vehicle Sales Tax
section 2.

Motor Vehicle Sales Tax

Minnesota Statutes Section 297B.09 allocates 3634.3% of the Motor Vehicle Sales Tax collected under
Minnesota Statutes section 16A.88 to the metropolitan area transit account. The money in the account
is appropriated to the Metropolitan Council for the-funding of the transit system within the metropolitan
area.

1. 21.5% of the Motor Vehicle Sales Tax collected under Minnesota Statutes section 16A.88 is
allocated to service providers as follows:

The Metropolitan Council receives 82.844444%, The remaining 17.155556% is allocated to the
replacement service municipalities, as defined under
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Replacement-service-municipalities-as-defined-under Minnesota Statutes section 473.388 and

calculated under subdivision 4 (c), according to the following table:

Apple Valley 1.337329%
Burnsville 2.256314%
Chanhassen 0.727583%
Chaska 0.428965%
Eagan 2.554785%
Eden Prairie 3.036682%
Maple Grove 1.776217%
Plymouth 2.631990%
Prior Lake 0.491638%
Rosemount 0.680534%
Savage 0.545304%
Shakopee 0.688215%
| Total 17.155556%

2. 144-512.8% of Motor Vehicle Sales Tax collected under Minnesota Statutes section 16A.88 is
allocated to service providers as follows:
a. Preservation of service required to meet federal and state mandates, then
b. Service providers who meet reporting requirements under Section Ill. Payments to
providers not in compliance will be held-backwithheld.

The Metropolitan Council receives 95.7%. The remaining 4.3% is allocated to

Replacementreplacement service municipalities as defined under Minnesota Statutes section
473.388, according to the following table:

Apple Valley 0.447185%
Burnsville 0.754481%
Chanhassen 0.201413%
Chaska 0.118748%
Eagan 0.854286%
Eden Prairie 0.840630%
Maple Grove 0.113900%
Plymouth 0.164926%
Prior Lake 0.164397%
Rosemount 0.227562%
Savage 0.182342%
Shakopee 0.230130%
Total 47-1555564.30000
0%
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REPORTING REQUIREMENTS

Metroplitan Council will:

+ Communicate all known reporting requirements and anticipated deadlines bBy January 45th-15 of
each calendar year to the replacement service municipalities-

» Send a specific detailed-data-request for each report and provide at least a 30-day notice for any
material changes to the reporting requirements and anticipated deadlines unless unable to do so due
to lack of notice by the State-state or Federalfederal government.

Transit providers will:

* Provide all financial and operational, including route level_and ;annual operating expense
and fund reserve balance data as requested by the Metropolitan Council for completion of
required regional, state, and federal reports and audits.

* Provide data in a format as requested by the Metropolitan Council (e.g., in excel document rather than
PDF).

* Provide any additional follow-up information reasonably requested by the Metropolitan
Council to meet the Council’'s Regienalregional, Statestate, or Federatfederal reporting
requirements.

Exclusions

Agreemen%s— This procedure does not address aqreements such as master lease agreements or

subrecipient grant agreements, between the Council and transit providers. The reporting
requirements in those agreements are separately enforced.

Draft Report/Data List

“The reports that the Council may require data or information from the replacement service municipalities
include Reperts may-include, but are not limited to Histcurrentreperis]l— the Transit Investment Report,
Rregional Rroute Pperformance Aanalysis, FAM-Plantransit asset managment reporting, PFASPpublic transit
agency safety plan reporting, Ftransit Qoperating Rreserves Sstate Aaudlt Federal Transrt Admlnrstratlon
audits, and drug and alcohol reporting. A A

shared-annually-priorto-January-15--The Metropolrtan Councrl erI communrcate all known reporting

requirements to the replacement service municipalities annually prior to January 15.

Report Reguirement Source Date-Information-is- Hieesmelnbal
Focpimad b Heonddloss Coplool
Transitlnvestment . : for3-years-of-data-
‘L oecal units-of government must-
_prerr_de assistance and information
“I a-timely manner as |eque_|s£ted by
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Fopalsis Requirement for- Metropolitan-Area
mnsilmoctaoabeseis

Management{TAM- Performance Target

PlanReporting) (Mareh-2018)
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I. . ” |
council-is projected total operating-
expenses-forthe current calendar
¥ . | .
reserve fund balance asof the-
previous-December 34
Federal Safety A Llalames UnknownTBD
Fepertine
Condelonmn e s boie State Determined by MnDOT  Mary Robison TBD
Feport
AASHTO Annual State Determined by MnDOT  MaryrRebisorTBD
Repeit Antici | Q2/Q3
MnDOT Transit Shtate Determined-by-MnDOT Mary-RobisonTBD
Report Anticipated Q2/Q3
State-Audits State Dolomalned b tinie Heather
Al Ciosel/
Huebner
. | M GieselAagesen-
r | Aleohol ETA ificel Sheila Wil
below)
MIS-Reports DueA "
Council-staff-in-
February for review.-
Einalsubmissi I
ETA-in-March

31
UpdatedD | Aleohol Polici Due-annually-on
LA | Cortifi ¢ January-34

Compliance
SEF?":.EE Ialge' .t ee';t'lﬁ'f.at'e"'s Bue| when-certifications
Substance-Abuse Professionals; renewed

i .
eelllleetllen s_lte aglﬁeﬁel |e_|£|_ts a_nel _

Specific Data Needs (examples_of the reports currently known to be required by

the state or federal government)
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 GAAGFRANNual comprehensive financial reports / Finaneiak-financial Statements-statements / Anrnual-
annual Auditsaudits

* Route Levellevel data including but, not limited to, costs, ridership, farebox revenue, miles and
hours of service

 Final National Transit Database (N¥+B)-report

« Title VI Plansplans

» Budget Doeumentsdocuments: Annualannual Operating-operating bBudget, Annualannual Capital-
capital Budgetbudget, GHPcapital improvement program

» Asset Managementmanagement Plansplans

* Asset Fracking-tracking and Receneciliation-reconciliation Repertsreports

» Public Ttransportation Aagency Ssafety Pplans

»_Qperating expenses and operating reserve fund balances
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» Facility Mainteranree-maintenance Plansplans

* Drug and alcohol: random and preemployment tests (samples), MiS-management information
systems Repertsreports, Randem-random Festing-testing Charts-charts and lab reports. Updated
Brug-drug and Aleehel-alcohol Peliciespolicies, Anrnual-annual Certificate-certificate of
Compliancecompliance, Service-service agent certifications (Medieal-medical Review-review
Officersofficers, Substance-substance Abuse-abuse Professionalsprofessionals, collection site
agreements and collection site staff certifications.

» Policies and Preecedures-procedures (as needed for grant monitoring)

ROLES & RESPONSIBILITIES

The Metropolitan Council is responsible for developmentthe implementation of an allocation model that
implements the procedure_in accordance with the allocation specified in this procedure . The
Metropolitan Council shall publish the FM 12-3 State Transit Funding Allocation Policy, implementing
procedures, financial information and reporting requirements on the-Ceuneitsits website.

Allocation of supplemental financial assistance between individual replacement service municipalities
under the Motor Vehicles Sales Tax section 2 shall be in the manner determined by agreement of the
replacement service municipalities. The allocation methodology may specify eligibility based on a

mun|C|paI|ty s transit serwce operatlng reserve. Absent—anﬂagreernem—bemeemmeplaeemem—sewee

Transit providers are responsible for providing the information in accordance with the Repeorting
reporting Reguirementrequirement section in a timely and accurate manner.

RESOURCES

Statutory Resources
» Minnesota Statutes section 16A.88
* Minnesota Statutes section 473.388
* Minnesota Statutes section 473.4485
49. U.S.C 5326(c)(3)(B)
Minnesota Statutes chapter 297B
Minnesota Statutes section 473.452

Other Resources
e Transportation Policy Plan

HISTORY

Verson 3

Updated based on updated Sstatutes

Version 2 — Template Update
10/12/2020 - Updated content into new template.

Version 1 — Approval Date
01/01/2018

Last Reviewed Date
01/01/2018

Next Content Review Date
07/15/2021

Former Reference #
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POLICY

State Transit Funding Allocation Policy
FM 12-3

Category: Financial Management
Business Unit Responsible: RA: Finance
Policy Owner: Deputy Chief Financial Officer

Policy Contact: Stewart McMullan, Director of Budget Operations

Synopsis: Establishes the responsibilities and expectations for the allocation of funding received from the State
of Minnesota for metropolitan area transit operations.

POLICY

The Metropolitan Council shall allocate funds it receives from the State of Minnesota for metropolitan
area transit operations to Council activities and replacement service municipalities established under
Minnesota Statutes section 473.388.

State General Fund appropriations are allocated:
e Asdirected in law, then State obligations to Metro Mobility, METRO Blue Line, METRO Green
Line and NorthStar Commuter Rail operations, then

e Regional bus and planning services.

Motor Vehicle Sales Tax revenues are allocated:

e As directed in law, then State obligations not funded by the State General Fund
appropriations, then,

e Regional bus and planning services.

Replacement service municipalities defined under Minnesota Statutes section 473.388 are
collectively allocated:

Financial assistance under Minnesota Statutes section 473.388
subdivision 4, and supplemental financial assistance in an amount equal
to 4.3% percent of:
1. 12.8% of total statewide Motor Vehicle Sales Tax revenues, plus
2. State General Fund appropriations not directed in law, minus,

3. State funding needed to meet federal and state obligations.

Payment of supplemental financial assistance not directed in Statute shall be withheld from any transit
service provider not in compliance with established reporting requirements.

PURPOSE OF POLICY

This policy establishes the responsibilities and expectations for the allocation of funding received from
the State of Minnesota for metropolitan area transit operations.
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BACKGROUND & REASONS FOR POLICY

The State of Minnesota provides funding for metropolitan area transit operations through State General
Fund appropriations and 34.3% of the money collected and received under Minnesota Statutes chapter
297B Sales Tax on Motor Vehicles. The transit system in the metropolitan area includes the services
provided by the Metropolitan Council and replacement service municipalities. The Metropolitan Council
is responsible for allocating funding among all service providers.

Allocation of supplemental financial assistance between individual replacement service municipalities
shall be in the manner determined by agreement of the replacement service municipalities. The
allocation methodology may specify eligibility based on a municipality’s transit service operating reserve.
Absent an agreement between the replacement service municipalities, the Regional Administrator shall
determine the amount to be allocated to a replacement service municipality.

IMPLEMENTATION & ACCOUNTABILITY

The Regional Administrator shall establish the framework and accountability for the effective
implementation of the policy.

Allocation of the supplemental financial assistance between individual replacement service municipalities
under the Motor Vehicles Sales Tax shall be in the manner determined by the agreement with the
replacement service municipalities. The allocation methodology may specify eligibility based on a
municipality’s transit service operating reserve. Absent an agreement between the replacement service
municipalities, the Regional Administrator shall determine the amount to be allocated to a replacement
service municipality.

The Metropolitan Council shall publish the State Transit Funding Allocation policy, implementing
procedures, financial information, and reporting requirements on its website.

PROCEDURES
* FM 12-3a State Transit Funding Allocation Procedure

RESOURCES

Minnesota Statutes
e Minnesota Statutes Section 473.388
* Minnesota Statutes Chapter 297B Sales Tax on Motor Vehicles

HISTORY

Version 3
7/12/2023 — updated based on updated Statutes.

Version 2 — Template Update
10/12/2020 - Updated content into new template.

Version 1 — Approval Date
01/08/2018

Last Reviewed Date
01/01/2018

Next Content Review Date

07/15/2021
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PROCEDURE

State Transit Funding Allocation Procedure
FM 12-3a

Category: Financial Management
Business Unit Responsible: RA: Finance
Procedure Owner: Deputy Chief Financial Officer

Procedure Contact: Stewart McMullan, Director of Budget Operations

Synopsis: Procedure to implement the Council’s policy and statutory guidance and reporting requirements for the
allocation of Motor Vehicle Sales Tax funding.

GOVERNING POLICY
 FM 12-3 State Transit Funding Allocation Policy

PROCEDURE

State General Fund appropriations
The State of Minnesota provides the Metropolitan Council with appropriations from the general fund
for transit system operations in the metropolitan area. These funds are allocated as follows:

1. As directed in law, then,

2. METRO Blue Line, METRO Green Line, NorthStar Commuter Rail and Metro Mobility operations
required to meet federal and state mandates, then,

3. Service providers in the same manner as under the paragraph in the Motor Vehicle Sales Tax
section 2.

Motor Vehicle Sales Tax

Minnesota Statutes Section 297B.09 allocates 34.3% of the Motor Vehicle Sales Tax collected under
Minnesota Statutes section 16A.88 to the metropolitan area transit account. The money in the account
is appropriated to the Metropolitan Council for funding of the transit system within the metropolitan area.

1. 21.5% of the Motor Vehicle Sales Tax collected under Minnesota Statutes section 16A.88 is
allocated to service providers as follows:



https://metcmn.sharepoint.com/sites/PoliciesandProcedures/Policies%20and%20Procedures/FM%2012-3%20State%20Transit%20Funding%20Allocation%20Policy.pdf
https://www.revisor.mn.gov/statutes/cite/16A.88

The Metropolitan Council receives 82.844444%, The remaining 17.155556% is allocated to the
replacement service municipalities, as defined under Minnesota Statutes section 473.388 and
calculated under subdivision 4(c), according to the following table:

Apple Valley 1.337329%
Burnsville 2.256314%
Chanhassen 0.727583%
Chaska 0.428965%
Eagan 2.554785%
Eden Prairie 3.036682%
Maple Grove 1.776217%
Plymouth 2.631990%
Prior Lake 0.491638%
Rosemount 0.680534%
Savage 0.545304%
Shakopee 0.688215%
| Total 17.155556%

2. 12.8% of Motor Vehicle Sales Tax collected under Minnesota Statutes section 16A.88 is allocated
to service providers as follows:
a. Preservation of service required to meet federal and state mandates, then,
b. Service providers who meet reporting requirements under Report/data list.
Payments to providers not in compliance will be withheld.

The Metropolitan Council receives 95.7%. The remaining 4.3% is allocated to replacement service
municipalities as defined under Minnesota Statutes section 473.388, according to the following table:

Apple Valley 0.447185%
Burnsville 0.754481%
Chanhassen 0.201413%
Chaska 0.118748%
Eagan 0.854286%
Eden Prairie 0.840630%
Maple Grove 0.113900%
Plymouth 0.164926%
Prior Lake 0.164397%
Rosemount 0.227562%
Savage 0.182342%
Shakopee 0.230130%
| Total 4.300000%
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REPORTING REQUIREMENTS

Metropolitan Council will:

+ Communicate to the replacement service municipalities all known reporting requirements and
anticipated deadlines by January 15 of each calendar year.

» Send a specific request for each report and provide at least a 30-day notice for any material changes
to the reporting requirements and anticipated deadlines unless unable to do so due to lack of notice
by the state or federal government.

Transit providers will:

 Provide all financial and operational, including route level and annual operating expense
and fund reserve balance data as requested by the Metropolitan Council for completion of
required regional, state, and federal reports and audits.

* Provide data in a format as requested by the Metropolitan Council (e.g., in excel document rather than
PDF).

* Provide any additional follow-up information reasonably requested by the Metropolitan
Council to meet the Council’s regional, state, or federal reporting requirements.

Exclusions

» This procedure does not address agreements, such as master lease agreements or subrecipient
grant agreements, between the Council and transit providers. The reporting requirements in those
agreements are separately enforced.

Report/Data List

The Council may require data or information from the replacement service providers for reports that include
but are not limited to: the Transit Investment Report, regional route performance analysis, transit asset
management reporting, public transit agency safety plan reporting, transit operating reserves, state audit,
Federal Transit Administration audits, and drug and alcohol reporting. The Metropolitan Council will
communicate all known reporting requirements to the replacement service providers annually prior to January
15.

Specific Data Needs (examples of the reports currently known to be required by

the state or federal government)
* Annual comprehensive financial reports / financial statements / annual audits
* Route level data including but not limited to, costs, ridership, farebox revenue, miles and hours of
service.
* Final National Transit Database report
* Title VI plans
* Budget documents: annual operating budget, annual capital budget, capital improvement program
» Asset management plans
» Asset tracking and reconciliation reports
* Public Transportation agency safety plans
» Operating expenses and operating reserve fund balance

+ Facility maintenance plans

* Drug and alcohol: random and preemployment tests (samples), management information systems
reports, random testing charts and lab reports. Updated drug and alcohol policies, annual certificate
of compliance, service agent certifications (medical review officers, substance abuse professionals,
collection site agreements and collection site staff certifications).

* Policies and procedures (as needed for grant monitoring)



ROLES & RESPONSIBILITIES

The Metropolitan Council will develop an allocation model that implements the procedure in accordance
with the allocation specified in this procedure. The Metropolitan Council shall publish the FM 12-3 State

Transit Funding Allocation Policy, implementing procedures, financial information and reporting
requirements on its website.

Allocation of supplemental financial assistance between individual replacement service municipalities
under the Motor Vehicles Sales Tax section 2 shall be in the manner determined by agreement of the
replacement service providers. The allocation methodology may specify eligibility based on a
municipality’s transit service operating reserve.

Transit providers are responsible for providing the information in accordance with the reporting
requirement section in a timely and accurate manner.

RESOURCES

Statutory Resources
» Minnesota Statutes section 16A.88
* Minnesota Statutes section 473.388
Minnesota Statutes section 473.4485
49. U.S.C 5326(c)(3)(B)
Minnesota Statutes chapter 297B
Minnesota Statutes section 473.452

Other Resources
* Transportation Policy Plan

HISTORY

Version 3
Updated based on updated statutes.

Version 2 — Template Update
10/12/2020 - Updated content into new template.

Version 1 — Approval Date
01/01/2018

Last Reviewed Date
01/01/2018

Next Content Review Date
07/15/2021

Former Reference #
3-2-7a
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