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EXECUTIVE SUMMARY

The funding available for public transportation at the state level is rarely sufficient for the goals
of the Department of Transportation. The purpose of this research is to investigate innovative
funding mechanisms to provide a dedicated revenue source for public transportation within the
State of Arizona. The Arizona Department of Transportation’s (AzDOT) Public Transportation
Division must have adequate funding in order to leverage Federal funding and secure
partnerships with other entities in the community. Therefore, the researchers were asked to
provide a report detailing the ways other states or agencies secure dedicated funding for public
transportation programs in their respective jurisdictions and the legislation those states used to
secure those funds.

The project is broken into three sections. The first section studies published literature on this
topic and related issues. The second section summarizes the results of a survey distributed to
DOT representatives in all 50 states to gain an idea of how other states are dealing with the issue
of dedicated funding. The survey was designed as a follow up survey to a previous study
conducted by the American Association of State Highway and Transportation Officials
(AASHTO) entitled Survey of State Funding for Public Transportation 2005 and intended to get
more detailed information about the data provided to AASHTO. The survey questions were
directed to gain a better understanding of how other states have dealt with the problem of
securing dedicated funding. The survey also intended to determine if any programs were in use
that were not included in the AASHTO survey, and if any other states had conducted studies on
public transportation funding not discovered in the literature review. Lastly, the survey inquired
about legislation that other states have used to secure funding for public transportation. A third
section investigates the current legislation that other states are using to fund their public
transportation programs that could be used as model legislation for the State of Arizona. The
principal findings of this report are listed below.

Literature Review

e The issue of dedicated funding for public transportation is diverse and widespread
throughout the country and the world. Many studies have been conducted regarding how
to best secure necessary funding and combat the shortage of funds.

e Several states have developed programs or taxes and fees to create a significant revenue
source for their public transportation programs. These sources are often analyzed in terms
of stability, efficiency, equity, and accountability.

e The American Association of State and Highway Officials (AASHTO) published a report
in May 2006 entitled the Survey of State Funding for Public Transportation 2005. This
report detailed how each state funds their public transportation and includes the dollar
amounts generated each year through these various sources.

e Other states have implemented a variety of approaches to fund transit based on the
situation present in their respective state. These sources include:

o0 Fuel Sales Tax

Tolling and Mile Tracking

Sales Tax

Payroll/Income Tax

Property Tax

O O0O0oo



0 Access Fees
0 Vehicle Registration Fees
0 Block Grants from Non-Transportation Federal Agencies

Survey

e Regarding the existence or development of funding programs outside of federal, state, or
local assistance, few states reported having unique programs in existence to deal
specifically with funding for public transportation.

e Regarding research performed regarding funding for public transportation, almost no
states provided a copy or contact information regarding state research performed.

e Almost half of the survey responses provided information regarding state legislation to
secure funding. This was the most successful aspect of the survey.

L egidlation

e Eleven examples of model legislation regarding Taxation, including fuel tax, sales tax,
rental vehicle tax, and vehicle registration tax are provided.

e Three examples of model legislation regarding Joint Development/Public-Private
Partnerships are provided.

e Three examples of model legislation regarding Government Appropriation are provided.

e Two examples of model legislation regarding HOT Lane Development are provided.

e Four examples of miscellaneous model legislation regarding transportation funds, impact
fees, and states bonds, are provided.

Recommendations

Recommendations regarding securing dedicated funding for public transportation methods
include implementing new dedicated taxes/fees. Impact fees (or fees on development) could
provide a viable option for dedicated funding because the high rate of development currently in
Arizona equates to a significant fee base. Also, no fee on rental cars dedicated to public
transportation currently exists in the state. With Arizona’s growing as a tourist destination, a tax
on rental cars dedicated to public transportation could provide significant funding.

Other recommendations include the increase of existing dedicated taxes/fees. Currently,
Arizona’s annual $8 vehicle registration fee is the lowest in the nation compared with rates for
all fifty states and District of Columbia. An increase in the fee dedicated to public transportation
could generate significant annual funding while still remaining relatively low compared to the
rest of the country. Other recommendations include increasing the state’s motor fuel and sales
taxes. Both tax bases are large enough to create significant revenue without significant costs to
the individual.

The population and transportation needs for the state of Arizona will continue to increase
significantly in the future. Finding a dedicated revenue source is the most effective way of
ensuring adequate funding for public transportation that will serve the needs of users. The
researchers believe that implementation of one or more of the above potential options will lead to
more revenue dedicated to public transportation for the State of Arizona.



1.0INTRODUCTION

The purpose of this research is to investigate innovative funding mechanisms to provide a
dedicated revenue source for public transportation within the State of Arizona. The Arizona
Department of Transportation’s (AzDOT) Public Transportation Division must have adequate
funding in order to leverage Federal funding and secure partnerships with other entities in the
community. Therefore, the researchers were asked to provide a report detailing the ways other
states or agencies secure dedicated funding for public transportation programs in their respective
communities and the legislation those states used to secure those funds.

This project began with a literary review of the current research that had been performed on the
issue of public transportation funding. An understanding of the existing literature on public
transportation provided a framework for the rest of the research. It revealed how some states
have developed programs or taxes and fees to create a significant revenue source for their public
transportation programs. It also uncovered a report that the American Association of State and
Highway Officials (AASHTO) publishes annually entitled the Survey of State Funding for
Public Transportation 2005. This report detailed how each state funds their public transportation
and includes the dollar amounts generated each year through these various sources. The result of
this literature review is found in Chapter 2.

Upon completion of the literature search, a survey of all other state departments of transportation
was conducted to gain a better understanding of methods used. Because of the information
available in the AASHTO report, the researchers’ survey was designed as a follow up to the
report and intended to get more detailed information about the data provided to AASHTO. The
survey questions were directed to gain a better understanding of how other states have dealt with
the problem of securing dedicated funding. The survey also intended to determine if any
programs were in use that were not included in the AASHTO survey, and if any other states had
conducted studies on public transportation funding not discovered in the literature review. The
survey also inquired about legislation that other states have used to secure funding for public
transportation. This data was then compiled in Chapter 3.

Chapter 4 investigates the current legislation that other states are using to fund their public
transportation programs that could be used as model legislation for the State of Arizona. It
includes the legislation examples provided by the survey responses along with some discovered
through the researchers’ own investigation. Not all of the legislation provided is feasible or
applicable for the State of Arizona, but the examples provide a demonstration of what has been
attempted in other states. In some cases in this chapter, revenue approximations have been
calculated based on projected Arizona numbers. These calculations are purely estimations and
should not be interpreted as projected revenue for the State of Arizona.

Chapter 5 summarizes the researchers’ conclusions for implementing or further investigating
methods of securing public transportation funds for the State of Arizona. It contains a brief
discussion of possible feasible options for AzDOT action to resolve the current funding needs.






20LITERATURE REVIEW

21INTRODUCTION

Our literature search on the topic of “public transportation funding” yields varying results. A
variety of documents, including studies, reports, and websites, from state and national sources
were reviewed and eleven sources are discussed in detail in this literature review. The discussion
focuses on the sources that offered the most relevant or unique information to the researchers. A
great deal of the literature addresses the issues surrounding the popular fuel tax model, which
relies on gasoline tax to fund transportation divisions and projects for a majority of states. Other
taxes used include property tax, land development tax, general sales tax, and vehicle registration
and rental car sales tax. Alternative revenue sources include the possibility of joint partnerships,
toll roads, and vehicle miles traveled tracking. The first half of this literature review addresses
the broader issue of funding transportation through various means. The second portion of this
review addresses specific case studies where innovative financing techniques have been
implemented, or at least attempted, around the country and the results that followed.

2.2BACKGROUND

This section of the literature review addresses the general issue of transportation funding and
summarizes a few of the various studies and surveys that have been conducted regarding the
issue. A good portion of this section addresses specific concerns regarding various funding
mechanisms, including the efficiency, equity, accountability, and stability measures associated
with each. This section includes studies conducted at the state and national level and reports
regarding single states and several states combined. Key topics discussed include:

e AASHTO’s Survey of State Funding for Public Transportation 2005

e The advantages and disadvantages of the fuel tax model

e The importance of considering equity, efficiency, accountability, and stability when
choosing a funding source

e Innovative financing strategies used throughout the country

e The advantages and disadvantages of non-fuel tax models as dedicated funding sources

The purpose of this section of the literature review is to briefly discuss the type of research that
has been conducted on the topic of transportation funding as a whole.

The most useful and directly applicable literature piece found is an annual survey entitled Survey
of State Funding for Public Transportation 2005." Published in May 2006, this survey is
produced by the American Association of State Highway and Transportation Officials
(AASHTO), the American Public Transportation Association (APTA), and the U.S. Department
of Transportation Bureau of Transportation Statistics (BTS). The report provides a good deal of

! Survey of State Funding for Public Transportation 2005. American Association of State Highway and
Transportation Officials, American Public Transportation Association, and Department of Transportation Bureau of
Transportation Statistics,. Washington D.C.: U.S. 2006.



the desired information related to this project, and therefore upon finding this publication, the
researchers decided to conduct their survey as a follow up to gain further information and insight
into the topic being researched. The AASHTO survey asks each state for the following
information:

Sources of funds
Nature of programs
Amounts of funding
Eligible uses of funds
Types of Funds
Allocation mechanisms

The majority of the report details each state’s response to the survey and makes historical
comparisons about the data based on results from previous years. In addition, the survey studies
several transportation-related ballot initiatives at both the state and local level to determine why
some initiatives aimed at increasing funding succeed while others fail.

The AASHTO report found that states spent $9.5 billion on public transportation in Fiscal Year
2005, compared to $7.3 billion provided by the federal government through the Federal Transit
Administration in the same year. This figure more than doubles the state funding in Fiscal Year
1990 of $3.7 billion. The survey found the most utilized sources of revenue included the
following:

e General fund 19 states
e (astax 15 states
e Motor vehicle/rental cal sales taxes 9 states
e Bond proceeds 8 states
e Registration/title/license fees 8 states
e General sales tax 7 states

This survey will be referenced further and discussed later in this report.

The Florida Department of Transportation’s (FDOT) Office of Financial Development published
Florida’s Transportation Tax Sources: A Primer? in January 2005 which outlines the varying
fuel taxes at federal, state, and local levels. According to the study, “highway fuel taxes
constitute the oldest continuous source of dedicated transportation revenues in the state.” The
state uses a combination of a flat excise tax rate ($0.04/gallon) and a Fuel Sales Tax (on all
motor and specials fuels) with the proceeds designated for the FDOT. Initially, the Fuel Sales
Tax was applied like a sales tax at a flat percentage rate applied at the whole point of distribution
against a legislated retail price per gallon. The percentage rate is no longer a direct factor, and
instead a “floor tax” of $0.069/gallon is indexed according to the Consumer Price Index and then
applied to the price. Also, the Florida state legislature allows its counties to “piggyback” on

% Florida Department of Transportation. Florida's Transportation Tax Sources: A Primer. 605 Suwannee Street
Tallahassee, Florida 32399-0450. 2005. http://www.dot.state.fl.us/financialplanning/revenue/primer.htm



additional excise taxes. These taxes are applied at a flat rate per gallon and provide a consistent
source of revenue for their respective counties.

In addition to fuel taxes, Florida also secures dedicated funding through several fees dealing with
vehicle ownership including the Initial Registration Fee, the Motor Vehicle Title Fee, and the
Rental Vehicle Surcharge.

The literature reviewed shows evidence that some concerns exist, though, about a system highly
dependent on gasoline and fuel taxes. As fuel efficient and alternative fuel vehicles grow in
popularity, gasoline taxes struggle to maintain the same revenue levels as in the past. The
Transportation Research Board (TRB) released a special report in 2005 entitled The Fuel Tax
and Alternatives for Transportation Funding® that states “a reduction of 20 percent in average
fuel consumption per vehicle mile is possible by 2025 if fuel economy improvement is driven by
regulation or sustained fuel price increases.” The publication goes on to determine that offsetting
the revenue effect of a situation like that would require such dramatic increases in fuel tax that
increasing the tax will not be a viable option much longer. The TRB publication recommends a
dramatic restructuring of the funding system that incorporates increased tolling and tracking of
miles driven along with taxation on gasoline and alternative fuels.

Another possible obstacle in the fight for fuel taxation is a lack of legislative support. A National
Chamber Foundation publication, Future Highway and Public Transportation Financing,®
claims the major reason for federal funding shortage is that “federal motor fuel tax rates are not
indexed to inflation and have lost one-third of their purchasing power since the last adjustment in
1993.” The publication makes the point that with continually increasing needs and decreasing
purchasing power, the need for a dedicated funding source is crucial to avoid chronic funding
shortfalls.

The 2005 Center for Neighborhood Technology publication Driven to Spend: Pumping Dollars
Out of Our Households and Communities® highlights the concern of rising gas prices and their
regressive effects on lower income communities. This study argues against the use of increased
gas taxes as a means of funding transportation because these gas taxes unfairly target lower
income families. The study gives the following example of the effects of rising taxes compared
to the stationary income levels. “Gasoline and motor oil is approximately 16 percent of a
household’s transportation expenditures. If this one component rose by 30 percent, we estimate
the total average expenditures on transportation by the end of 2005 will rise by 4.8 percent, or
$391, from 2002-2003 levels. This rise is more than the typical household spends annually on
prescription drugs and medicines ($312) and dental services ($311) in fee-for-service health care
plans, fresh fruits and vegetables, and more than a month of utilities and phone service.” The
2005 study highlights the need for alternative transportation methods and public transit without
raising the gas tax as a necessity for lower-income families.

¥ National Research Council (U.S.). Committee for the Study of the Long-Term Viability of Fuel Taxes for
Transportation Finance. The Fuel Tax and Alternatives for Transportation Funding. Special Report 285.
Transportation Research Board . Washington D.C., 2005.

* Future Highway and Public Transportation Financing. National Chamber Foundation. Cambridge Systematics,
Inc., 2005.

® Bernstein, Scott, Carrie Makarewicz, and Kevin McCarty. Driven to Spend: Pumping Dollars Out of Our
Households and Communities. Center for Neighborhood Technology. 2005.



Transportation Funding Options for the State of South Carolina,® published in October 2003 was
written to determine the different options for meeting the $56.9 billion target of the South
Carolina Multimodal Transportation Plan over the 20-year period from 2003 to 2022. The study
evaluates six scenarios based on current and alternative funding sources and measures each in
terms of stability, efficiency, equity, and accountability. At the time of the study, South Carolina
had the second highest dependency on motor fuel taxes in the country with state and federal fuel
taxes accounting for 88 percent of transportation revenues, despite having the sixth lowest
overall fuel tax rate in the country. However, the state of South Carolina found that the fuel tax
base alone could not keep pace with inflation and the growing needs of the communities.
Therefore, alternative sources were evaluated including, but not limited to, a vehicle miles
traveled (VMT) tax, road damage or weight/distance tax, alternative fuel taxes, environmental
levies, and privatization.

Each scenario includes federal funding (at varying levels), current state and local sources (at
varying levels) and a mix of alternative sources. Because future federal funding is uncertain,
each scenario is calculated with a “moderate” to “high” level of federal funding. Scenario 1
consists of only current sources and current federal funding and leaves a $30.6 billion gap in
budget. Scenario 2 only uses current sources and rates but increases federal funding. This
scenario still leaves, depending on the level of federal funding, a $22 billion to $27 billion
budget gap. Scenario 3 takes advantage of current and supplemental funding sources with
increased federal funding and leaves only a $4 billion to $9 billion shortfall in target budget.
Scenario 4 consists of current and supplemental sources with inflation-indexed fuel taxes and
vehicle fees, in addition to increased federal funding. This scenario is by far the most progressive
and is the only scenario forecasted to create a budget surplus (between $1 billion and $4 billon
over the target budget). However, later analysis determined the difficulty in implementing this
particular scenario would limit its actual potential. Scenario 5 eliminates the supplemental
sources, using only the current sources with indexed fuel taxes and vehicle fees and increased
federal funding. The indexed fuel taxes and fees provide for a budget gap of $12 billion to $17
billion (depending on the federal funding). Finally, Scenario 6 incorporates recommendations
from the Business Alliance for Transportation and increased federal funding. Even with the
recommendations of a professional working group, revenue still leaves a shortfall of anywhere
from $9 billion to $14 billion, based on the level of federal aid received.

In addition to evaluating the various scenarios, the study also examined the potential
supplemental fees and taxes in terms of efficiency, equity, accountability, and stability.
According to the study, an efficient revenue source is one in which “resources are allocated to
their highest and best use and net benefits are maximized.” An equitable source is “fair to all
parties in terms of financial burden and access.” Accountability is important in terms of
stretching the source to be as profitable as possible, and stability of the source is crucial for long
term benefits. This study was interested in finding the best mix in its revenue sources. For
example, many states use toll roads but South Carolina found that while it may be a stable
revenue source, tolling is not efficient or equitable as tolling rarely pays for its own operating
costs and unfairly targets those who travel between cities or counties without charging those

® London, James B., Ellen W. Saltzman, John C. Skinner, and H. Gunsel Gunaydin. Transportation Funding Options
for the State of South Carolina. South Carolina Department of Transportation. 2003



whose live and work within one city. Similarly, the study found that sales taxes, while stable and
accountable, are not an equitable source because the tax is not directly linked to transportation.

Ultimately, the “Transportation Funding Options for the State of South Carolina” recommended
the state address its funding gap and begin to work toward new and innovative ways of raising
revenue for transportation. The report addressed that while the state fuel tax would remain the
dominant source, supplemental sources must be developed to broaden the funding base.

The Federal Highway Administration’s Show Me the Money,” published in December of 2005,
summarizes the innovative financing techniques used by cities, counties, and regions around the
country to fund various projects and programs. Examples include the following: Anchorage
Traffic Department utilized grant funds awarded by a nation-wide insurance company to fund an
operational study; the Illinois Department of Transportation has a public/private partnership that
utilizes user fees to maintain and manage weigh stations; developers in Los Angeles are required
to pay development fees that are used for transportation projects around the city; similarly,
developers in Montgomery County, Maryland, have to pay an impact tax prior to receiving
issuance of building permits; and the Texarkana Urban Transit District raises revenue by selling
the rear and sides of Fixed Route Vehicles for advertising. Most of these examples were not
initially intended for dedicated funding purposes, but a few (such as the Maryland’s Impact Tax)
have developed into more permanent situations. This report also exhibits the rising trend of
corporate sponsorships and partnerships as revenue sources.

In May 2006, the United States Government Accountability Office published “Mass Transit:
Issues Related to Providing Dedicated Funding for the Washington Metropolitan Area Transit
Authority.”® The situation in this report is unique as the Washington Metropolitan Area Transit
Authority (WMATA) is a multi-state compact involving three distinct legislative bodies with the
District of Columbia, Maryland, and Virginia, but the process of searching for the ideal
dedicated funding sources is universal. WMATA funds its operation through passenger fares,
parking and advertising fees, and local and state government payments. Each state/district varies
in the sources it uses to pay WMATA. The District of Columbia’s operating costs come out
D.C.’s general fund. Maryland uses a gas tax, vehicle title tax, and other fees while in Virginia,
individual cities and counties are responsible for making payments to WMATA. In determining
the most appropriate source of dedicated funding, all three distinct jurisdictions had to be taken
into account. As a result, six dedicated revenue sources were assessed on the basis of revenue
stability and adequacy, and equity and efficiency.

Sales tax was the first revenue source considered. Revenues from sales tax are more susceptible
to economic fluctuations than those revenues from property or fuel tax because they rely on
consumer purchases that change with income and they do not keep up with economic expansion
in the long run. Sales taxes have a low administrative cost and are relatively easy to collect as the

" public Technology Institute. Federal Highway Administration. United States Department of Transportation. Show
Me the Money: a Decision-Maker's Funding Compendium for Transportation Systems Management and Operations.
2005.

8 United States Government Accountability Office. Mass Transit: Issues Related to Providing Dedicated Funding
for the Washington Metropolitan Area Transit Authority. GAO-06-516. 2006.



systems are already in place, but they may not be as equitable as gas taxes because the consumer
paying the sales tax is not necessarily the same consumer driving on the roads.

Payroll or personal income taxes are also susceptible to economic fluctuations but they do keep
better pace with economic expansion than sales tax. As opposed to a sales tax, payroll or
personal income taxes are progressive in nature, which makes them a better fit with the ability-
to-pay principle. As consumers earn more income, they are taxed more as well insuring a more
even distribution of financial burden. The administrative costs associated with payroll and
personal income taxes remains low so long as they are collected at the state level as part of the
already establish income tax.

According to this study, motor vehicle fuel taxes are typically the most stable despite economic
fluctuations because fuel purchases do not change as drastically as retail purchases with income
changes. However, fuel taxes are more susceptible to random fluctuations as result of natural
disaster or oil supply disruption. Motor vehicle fuel taxes also require a larger tax rate because
the tax base is smaller compared to the tax base with sales tax and income tax. Equity
implications with fuel taxes are more difficult to predict because the fuel tax, like sales tax, is
typically regressive in nature.

Property tax revenues are difficult to pinpoint because the property market is so variable.
Typically, property taxes are moderately subject to economic fluctuation, but not as dramatically
as sales tax because it takes more time for property value changes to show up in property
assessments. Because a collection system is already well-established, administrative costs for
property taxes are very low but it is difficult to pinpoint the equity effect on consumers.
Typically, higher proportions of land are owned by higher-income individuals but that does not
mean the tax will always be fairly allocated.

Access fees are the rarest revenue source considered and therefore, the research and literature on
this type of fee is limited. An access fee is a fee charged to a property owner whose property is
benefited by the location of a nearby transportation resource, such as a transit station or highway
on-ramp. Access fees would be fairly stable in economic expansion if the fee rate were set on a
per-square-foot, but would not continue to create revenue in the long run unless the rate or
taxable space increased. The study comments that implementation and enforcement of these fees
would be substantial due to the need for local governments to develop the system. Also, access
fees tend to deter interest in land around the public transit station, defeating the purpose the
revenue altogether.

Vehicle registration fees are the final revenue source examined. Overall, they tend to be fairly
stable as any downturn in the automotive market typically occurs after the downturn in the
economic market, but the durability of this type of fee is uncertain because the car ownership
rate is already so high. The administrative costs associated with vehicle registration fees would
be very low, especially if added to those fees already in place. And the study forecasts that while
vehicle registration fees make owning a car more expensive, there would most likely be little to
no effect on the number of trips taken by most car owners.
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At the time of publication, no final decision regarding the dedicated funding for the Washington
Metropolitan Area Transit Authority was available.

However, some states have used these innovative financing tools to fund big projects in order to
free up other monies to fund operating costs as well. The Transportation Research Board’s 2001
report entitled “Advanced Public Transportation Systems for Rural Areas: Where Do We Start?
How Far Should We Go?”° points out the importance of not overlooking grants and federal
funds. For example, the Federal Transit Administration (FTA) is the primary source of funding
for most rural projects, often requiring only a 50 percent match from local governments for
financial assistance. However, there are other federal agencies like the Department of Health and
Human Services and the Department of Housing and Urban Development that will grant money
for transportation projects as well. These human service agencies’ programs are increasingly
funded on a “block grant” basis. These types of grants have less spending restrictions, therefore
giving local governments much greater autonomy in deciding the most effective use for the
funding. By utilizing these less restricted federal funds, states have more options with their
dedicated funding sources.

Similarly, the Virginia Transportation Research Council published a report in March 2006
entitled Alternative Transportation Funding Sources Available to Virginia Localities.’® This
council defined alternative funding sources as “those that are not included in the annual
interstate, primary, secondary, and urban allocations available through Virginia Department of
Transportation’s (VDOT) Six-Year Improvement Program.” The report details federal, state, and
local programs and their potential uses. For example, in 1997, VDOT and the Transportation
Planning Division (TPD) initiated the Rural Transportation Planning Grant Program. Through
this program, VDOT and the TPD allocates $200,000 per fiscal year from the General Fund. The
program then acts like a competitive grant program at the federal level, but is intended to help
support rural transportation planning proposals. The rural planning district commissions (PDCs)
must fund at least 20 percent with local funding and administrative charges not above 10 percent
of the total cost. This is just one example of the programs listed in Table 1, but it illustrates how
the Virginia Department of Transportation is utilizing alternative methods. Although most of the
programs are one-time contributions or federal programs, this Virginia Transportation Research
Council report provides an idea of how other states are solving the issue of securing dedicated
funding sources.

® Nalevanko, Anna M. and Andrew Henry. Advanced Public Transportation Systems for Rural Areas: Where Do We
Start? How Far Should We Go? TCRP Web Document 20. Transportation Research Board, 2001.
http://onlinepubs.trb.org/onlinepubs/tcrp/tcrp_webdoc_20.pdf

1% Grimes, Matthew C., Kimberly M. Mattingly, and John S. Miller. Alternative Transportation Funding Sources
Available to Virginia Localities. Virginia Transportation Research Council. Virginia Department of Transportation,
2006.
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Table 1. Summary of Strategies & Techniques

Advantages Disadvantages

-dedicated to transportation | -fluctuating revenue levels
-low administrative costs -regressive in nature

-large tax base -difficult to acquire legislative
-highly equitable to users support

-susceptible to issues associated
with increased fuel efficiency in
vehicles

-requires dramatic restructuring
in most states to accommodate
new technology

Strategy/T echnique
Fuel Sales Tax Model

Tolling and Mile Tracking | -dedicated to transportation
-circumvents issues
associated with increased
fuel efficiency in vehicles
-highly equitable to users
-low administrative costs

-large tax base

Sales Tax -susceptible to economic
fluctuations

-not necessarily equitable
-susceptible to economic

fluctuations

Payroll/Income Tax -progressive in nature
-low administrative costs
-large tax base

-low administrative costs
-fairly stable

-fairly stable

Property Tax -not necessarily equitable
-variable revenue source
-limited tax base

-high administrative costs
-deter interest in property near
transit stations

-uncertain revenue source
because of already highly

saturated tax base

Access Fees (on property
near transportation
facilities)

Vehicle Registration Fees -dedicated to transportation
-fairly stable

-low administrative costs

Block Grants from Non-
transportation Federal
Agencies (i.e. Dept of
Health & Human Services)

-less spending restrictions
than Federal Transit
Administration grants
-g