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A Word on the Rockefeller Foundation’s
Transportation Initiative

This report was funded by the Rockefeller
Foundation’s Promoting Equitable, Sustainable

Transportation Initiative. A key goal of that

initiative is to ensure that policymakers at all

levels of government in the United States have

actionable and practical research and analytical

support to advance equitable, sustainable and

economically beneficial transportation policies.

The Initiative’s vision of success, as expressed in

its strategy overview, includes:

Healthier and safer lives for U.S. residents.

More disposable income as a result of smart
infrastructure choices that create commu-
nities characterized by convenient and af-
fordable transportation options.

Increased opportunities for prosperity and
social mobility for all residents, especially
the poor and vulnerable, through safe, re-
liable and inexpensive transportation op-
tions.

Communities that encourage and sustain
active and healthy living through well-de-
signed, clean streets that are shared by both
drivers and pedestrians.

Systematically organized, well-maintained
multimodal transportation networks serv-
ing metropolitan regions.

Performance-driven transportation policy,
funding and implementation with out-
comes that are beneficial to society: in-
creased economic productivity, reduced
greenhouse gas emissions, reduced reliance
on petroleum and expanded individual op-
portunity.

Transportation agencies that work seam-

lessly with housing, energy and environ-

ment, economic development and health
agencies toward a common vision and

shared goals.



Executive Summary

The role states and particularly state legislatures
play in supporting and funding public trans-
portation typically is not a well-understood
dynamic. This report highlights the many
successful state efforts to provide high-quali-
ty transit options, with an emphasis on state
legislative actions. Many states use common
funding sources to support transit: motor fuel
taxes, state transportation funds, general funds,
and automobile-related fees or taxes. Many
states are taking further steps to create alterna-
tive funding and finance mechanisms for pub-

lic transportation. While the most common
state-level support for public transportation
comes in the form of funding, other types of
program support exist. State actions are orga-
nized into five categories in this report: Organi-
zational/Structural, Funding, Finance, Polices
and State/Local Nexus. Throughout the report,
specific state programs and initiatives are ex-
amined in detail to explore traditional, innova-
tive and emerging methods of state support for
public transportation.
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Methodology

The primary sources of information for this
report are responses, provided by representa-
tives from each state department of transpor-
tation, to an original NCSL questionnaire. The
questionnaire was developed with the intent
of gathering information regarding state-level
support for public transportation, especially
support in which the state legislature plays a
significant role, either through passing legisla-
tion or formulating policy.

Working closely with the Rockefeller Founda-
tion, AASHTO staff, public agency members
of the AASHTO Subcommittee on Public
Transportation, APTA, state department of
transportation staff and state legislators, NCSL
identified specific topics of focus for this report.

The questions posed to each state DOT focused
on a range of topics, including organizational/
structural aspects of the state’s public trans-
portation agencies, funding sources, financing
mechanisms, state-level polices and the state/

local nexus. While funding is often considered
to be the primary means of support for public
transportation, we sought, with this question-
naire, to explore additional aspects of state ef-
forts to enhance transit.

Once the initial surveys were collected, NCSL
staff conducted original research to write case
studies and state highlights about specific ini-
tiatives. This research involved statutory re-
view, conducting interviews with DOT staff
and state legislators; and reviewing source ma-
terials on each subject.

The result is a thorough national examination
of how each state and the District of Colum-
bia is striving to provide constituents with safe,
reliable and quality public transportation op-
tions.

NCSL received questionnaire responses from
49 states and the District of Columbia; Rhode
Island did not participate.



Introduction

Public transportation is a critical aspect of
America’s transportation network, serving
Americans in every state throughout the coun-
try. Without access to public transportation,
millions of Americans would be left with fewer
transportation options, potentially leading to
higher transportation costs, longer travel times
and, in some instances, an inability to travel
at all, forcing them to forego possible employ-
ment, health and social opportunities.

(‘

Public transportation systems in the
United States recorded 10,753,151
individual trips in 2014, up nearly
1 percent from 2013. These trips
represent riders from every state,
race and socioeconomic class. Al-
though public transportation typ-

ically is regarded as serving those _
Americans living in large metro-
politan and urban regions, more
transit agencies actually serve rural areas than

urban ones.

Americans across the country see public trans-
portation as an important public good and a
benefit to their cities, municipalities and com-
munities. A 2014 survey conducted by the
American Public Transportation Association
(APTA) asked respondents about their feelings
on funding for public transportation. Nearly
68 percent of respondents supported increased
federal spending, and nearly 74 percent agreed
that tax dollars should be used to create, ex-
pand and improve public transportation. A
2014 study found that even non-users sup-
port transit at the voting booth due to pub-
lic transportation’s public benefits to society.

74 %

of respondents in a recent
survey agreed that tax

dollars should be used for

public transportation.

Ridership

Vehicle miles traveled (VMT) in the United
States has flat-lined in recent years, even with
a steadily increasing driving-age population.
Numerous factors have contributed to this
phenomenon, many of which are beyond the
scope of this report. One aspect that cannot be
ignored, however, is the fact that public trans-
portation trips have increased during this time

~ period.

While single occupant vehicle
commuting trips—one of the most
significant contributors to nation-
al VMT—still accounts for more
than 75 pchCnt Of COﬂlIllutiIlg
traffic, public transportation com-

muting has increased annually
—/ since at least 2010.

Broken down by mode, public transportation
saw a wide-range of gains and shifts in 2014.
Bus ridership, which represents the major por-
tion of the nation’s ridership—remained rela-
tively steady, decreasing by 0.1 percent. Other
modes of transit saw significant gains—heavy
rail, including subways, increased 2.8 percent;
commuter rail increased 2.1 percent; and light
rail increased 1.6 percent. Bus ridership ac-
counted for nearly half of all transit trips in
2014, representing 5.28 billion of the 10.7 bil-
lion total trips.

In New York City, the most developed region
in the country in regard to public transporta-
tion access, the subway and heavy rail networks


http://www.apta.com/resources/statistics/Documents/Ridership/2014-q4-ridership-APTA.pdf
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http://www.apta.com/resources/statistics/Documents/FactBook/2014-APTA-Fact-Book.pdf
http://www.apta.com/mediacenter/pressreleases/2014/Pages/140912_Mineta.aspx
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http://www.rita.dot.gov/bts/sites/rita.dot.gov.bts/files/publications/national_transportation_statistics/html/table_01_35.html
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http://www.apta.com/resources/statistics/Documents/Ridership/2014-q4-ridership-APTA.pdf

provide 2.7 billion trips annually, com-
pared to 794 million bus trips. However,
bus trips typically far outpace other U.S.
transit modes due to less developed rail
infrastructure and lower population den-
sity, among other factors. For example,
in the Denver and Minneapolis metro
regions, two areas with relatively new
and burgeoning light-rail systems, bus
ridership eclipsed light rail in 2014 by

three and four times, respectively.

Figure 1 charts the change in transit
vehicle miles for public transportation
since 1977. All modes have net increases over
the last three decades, but the rate in growth
varies widely. Even with the slight drop in bus
ridership, it is apparent from the trip data and
the transit VMT data that buses play a primary
role in America’s public transportation.

Generational Shift

Recent studies point to a growing preference
and use of public transportation by younger
Americans, particularly those in the millennial
cohort. This is due to a number of factors, in-
cluding less vehicle ownership and reliance; less
need for travel due to more work and socializa-
tion at home via online access; more travel by
foot, bike and shared-use services such car-shar-
ing and ride-hailing (i.e., “ride-sharing” ser-
vices such as UberX and Lyft); and more people

On Track: How States Fund and Support Public Transportation
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Source: Taylor & Morris (2014), adapted from APTA (2012) historical tables.

living in urban areas where transit options are
more plentiful. According to real-estate trend
watchers, 88 percent of millennials want to live
in an urban setting.

A 2014 survey conducted by the Transit Center
found that an individual at age 20 is nearly 12
percent more likely than the average American
to be a “transit user,” defined as someone who
uses transit at least once weekly. As people grow
older, the likelihood that they will use transit
decreases steadily. However, the same study
also found some evidence that younger Amer-
icans may sustain their transit use at a higher

level than past generations as they age (Figure
2).

Figure 2. Age and Transit Use

Effect on

Probability

of Being 4%

aTransit o
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Source: Transit Center, Who's on Board 2014.
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The same report also concludes that younger
people (under age 30) are by far the most like-
ly of any age group to use transit. Across all
regions of the United States, younger people
are using transit at twice the rate of their elders

(Figure 3).

Figure 3. Transit Use by Age and Region
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Source: Transit Center, Who's on Board 2014.

Similarly, a 2007 APTA study found that riders
ages 25 to 34 accounted for nearly 22 percent
of all transit trips, more than all riders over age

55 combined (Figure 4).

Figure 4. Transit Use by Age Group
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Source: APTA, A Profile of Public Transportation Passenger
Demographics and Travel Characteristics Reported in On-Board
Surveys, 2007.

However, millennials are not the only cohort
that is showing increased transit ridership and
interest. Baby boomers, who are now reaching
retirement age, are becoming more interest-
ed in and needing public transportation. The
AARP reports:

“According to research by the Rehabilita-
tion Institute of Chicago, nearly 80 percent
of respondents believe they will see no se-
rious limits on their activity until after age
70 and close to 50 percent believe they will
remain active and going strong over age 80.
Yet, research shows that more than 20 per-
cent of seniors age 65 and older—nearly 7
million people—do not drive at all. Thus,
even as millions of baby boomers cease
driving, they expect to remain active and
the most cost-effective way to meet their
demand for mobility will be through addi-

tional public transit services.”

Figure 2, produced by the Transit Center, in-
dicates an uptick in likely transit use for the
highest age bracket. Those older than age 65
are slightly more likely to use transit than those
ages 55 to 65.

Urban vs. Rural Transit Uses

The Transit Center’s research confirms, as ex-
pected, that “traditional cities,” followed by
West Coast environs, have the largest percent-
ages of transit users and commuters. It is im-
portant to keep in mind, however, that more
transit agencies serve rural areas than metropol-
itan regions. In 2012, there were an estimated
815 urban transit systems, compared to 1,703
rural systems; nearly 1,200 of the rural systems
were demand-response programs.

The National Center for Transit Research
(NCTR) found that only .5 percent of rural
residents used transit for commuting, com-
pared to 6 percent of urban residents. While


http://www.apta.com/resources/statistics/Documents/transit_passenger_characteristics_text_5_29_2007.pdf
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http://www.aarp.org/content/dam/aarp/livable-communities/old-learn/transportation/waiting-for-a-ride-transit-access-and-americas-aging-population-aarp.pdf
http://www.apta.com/resources/statistics/Documents/FactBook/2014-APTA-Fact-Book.pdf
http://www.apta.com/resources/statistics/Documents/FactBook/2014-APTA-Fact-Book.pdf
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ridership is far lower in total trips
and as a rate in rural regions, it is
important to consider the critical
role public transportation plays in
these regions.

Urban and rural populations use
transit in different ways. The same
2014 study by the NCTR breaks
down transit trips by purpose (Ta- \_

ble 1). A greater percentage of ru-

ral trips are made for work, school/church and
medical/dental purposes, compared to urban
trips. Fifty-five percent of rural transit trips are
used for vital purposes, compared to just over a
quarter of non-transit trips, indicating the crit-
ical role served by rural transit.

Proximity to Transit

One of the most difficult problems for pub-
lic transportation agencies and transportation
planners to overcome is “first-last mile” access.
Transit systems strive to provide riders with
access to their jobs, places of commerce and
residential areas. Accessibility can be measured
by how efficiently and effectively transit riders
are moved to a desired destination. If transit
systems do not provide access to the most de-
sired regional hubs (serving both economic and
utility needs), it will be difficult to attract a sus-
tainable level of ridership.

First-Last Mile Problem

Users must complete the first
and last portion [of a transit
trip] on their own; they must
first walk, drive or roll them-
selves to the nearest station.

—Los Angeles County MTA

™\ The “first-last mile” problem
arises from studies pointing to
between a half-mile to 1 mile as
the typical distance a transit rid-
er will travel by foot to access a
transit stop, as well as their final
destination. Researchers from
the University of California at
Berkeley examined the distanc-

-/

between their destination and origin to a tran-

es commuters are likely to travel

sit stop. While the generally accepted distance
has been one-half mile, researchers found that
one-quarter mile and three-quarter mile radii
yield similar ridership predictions. No matter
the distance, the underlying assumption re-
mains that transit riders must include travel to
and from transit stops as part of their trip.

Lack of station parking (or access to a vehi-
cle), poor walking and bicycling conditions
due to unsafe traffic and crime threats, weather
and geography may limit a prospective transit
rider’s ability to use transit. Governments and
private companies are taking steps to provide
legitimate “first-last mile” options, such as
car-sharing and bike-sharing at stations, “safe
routes to transit” that improve walking and
bicycling infrastructure near transit stops and
other innovative approaches. (See box on Last-
Mile Solutions on pages 28-29.)

Table 1. Transit Trips by Purpose

Trip Purpose (Selected Categories) Urban Rural Urban Rural
Transit Non-Transit
Work 27.3% 27.4% 15.3% 16.5%
School/Church 10.4% 20.4% 9.6% 9.7%
Medical/Dental 6.3% 7.4% 2.5% 2.4%
Total 44.0% 55.2% 27.4% 28.6%
Source: Adapted from NCTR, 2014.

On Track: How States Fund and Support Public Transportation
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“First-last mile” access is more problematic for
rail-based than for bus transit systems. Inher-
ently, buses are better able to provide access
within a given city. Bus routes typically are
cheaper, more numerous and more adaptable
than a fixed-route subway or light-rail network.
This accessibility, paired with availability and
in some instances cost, is chiefly responsible for
the large ridership numbers for bus systems.
Municipalities, transit agencies and state pol-
icymakers may wish to help ensure well-used
transit systems that carry more passengers by
analyzing data about transit accessibility to em-
ployment centers, schools, residences, services,
and cultural and entertainment complexes.

Socioeconomics of Public
Transportation

According to a recent report from the U.S.
Energy Information Administration, Ameri-
can households spend an average of $537 on
public transportation each year (Figure 5). Bro-
ken down by income, however, average expen-
ditures range from more than $1,400 by the

highest quintile of earners to only $163 by the
lowest quintile. While this disparity also exists
for gasoline purchases, the distribution is far
less variable. This data is even more striking
when considering the levels of transit reliance
by various socioeconomic classes.

An analysis of transit rider income levels by
Governing highlights that, for the most part,
transit users earn less money (Figure 6). The
only communities where transit riders earn
higher incomes than the area’s median income
are those near the large, wealthy metro regions
of Boston, Chicago, New York City, the San
Francisco Bay area and Washington, D.C.
According to an AP'TA survey of nearly 500,000
transit riders, only 45 percent reported having
access to a vehicle when they decided to take
their transit trip. A higher number, nearly 70
percent, had at least one vehicle in their house-
hold, however.

However, that is beginning to change in some
areas as transit services appeal to and serve
<« . » . .

choice” riders that are not necessarily depen-

Figure 5. Selected Consumer Transportation Expenditures
by Income (before taxes), 2003-2013
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Source: U.S. Bureau of Labor Statistics, Consumer Expenditure Survey, 2003-13.
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Figure 6. Median Income of Commuters,
Select Cities
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dent on transit. As Art Guzzetti, APTA’s vice
president of policy, notes, “Iransit systems
across the country are making themselves a
more mainstream option for the community as
a whole.”

A 2014 Transit Center survey of more than
11,000 Americans about their transit use and
perceptions offers intriguing insights about the
socioeconomic and racial dynamics of transit
use in the United States. An interesting di-
chotomy exists in that the lowest wage earn-
ers (those earning less than $35,000) and the
highest income groups (earning more than
$150,000) commute frequently by transit
at the same rate—9 percent. Middle- to up-
per-income people (earning between $50,000
and $150,000), however, use transit the least.
With regard to transit use by race and ethnici-
ty, a clear distinction exists. African-Americans,
those of Hispanic origin, Native Americans/
Alaska Natives and Asian-Americans commute
by and use transit at rates at least double those
of whites.

On Track: How States Fund and Support Public Transportation

Job Access

Observing the critical link between transporta-
tion, job access and social equity, many states
have begun to provide state funding to support
transportation services for people with mobili-
ty challenges. In a recent Harvard study on up-
ward mobility of children, access to transporta-
tion, particularly for job access, had a stronger
impact than any other factor.

State legislatures have created a number of spe-
cial programs that fund public transportation
services for the people who need them most.
Specific state examples include the following.

> Florida’s Transportation Disadvantaged
Trust Fund was designed to fill the gaps
in existing public funding streams for spe-
cial needs transportation. Paid for by motor
vehicle registration fees and other sources
and administered by the Florida Commis-
sion for the Transportation Disadvantaged,

the fund—which totaled $36.6 million in

© 2015 National Conference of State Legislatures
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FY 2012—provides grants for local plan-
ning activities, transportation services
and capital purchases that are not spon-
sored by any other government program.

» New Jersey’s Senior Citizen and Dis-
abled Resident Transportation Assis-
tance Program, supported by 8.5 percent
of the states Casino Revenue Tax Fund,
helps counties develop and provide acces-
sible local transit service for older adults
and people with disabilities.

\4

Pennsylvania’s Welfare to Work Trans-
portation Program, funded from the
states Public Transportation Trust Fund,
sponsors local projects and services that
help low-income people with transporta-
tion to work and child care services.

N

» Washington’s state-funded Paratransit/
Special Needs Grant Program biannu-
ally awards $5.5 million to nonprofits to
improve transit services for people who
cant provide their own transportation due
to age, disability or income. The goals of
Wiashingtons program include enhanced

access to jobs.

Economic Value of Public
Transportation

Public transportation is important not only to
the transit riders, but also to their employers.
Companies with better transit access enjoy
a larger pool of prospective workers and less
frequent employee turnover. A recent study
from Ball State University compared small
Rust Belt metro areas with and without bus
service and found that “counties with transit
systems have lower employee turnover rates.”
Another study, one from Rutgers University,
found that access to transit can create a larg-
er base of employers, employees and services,
which positively affects the entire economy,
particularly in large cities where increases in
personal vehicle travel sometimes simply can-
not be accommodated due to road and space
constraints.
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State Support for Public Transportation

State support for public transportation

may take many forms. State-level fund-
ing is the most recognizable form of
support, but the state role may not end
there (Figure 7). Lawmakers and policy
stakeholders may decide to/may wish to
support transit programmatically, via
state statute, by empowering localities
or by enabling certain financial mech-
anisms to leverage funding. This report
examines the role played by states—
and, particularly, state legislatures—in
providing financial, technical and plan-
ning support for public transportation
systems.

State strategies to support transit run
the gamut, from enabling statutes for
localities to create and fund transit
agencies, to dedicated state funding
streams for transit funding, to building and
operating a state transit system.

Organizational and Structural

As with nearly every aspect of state govern-
ment, public transportation is administered
differently in all 50 states. The size and struc-
ture of state transit agencies vary dramatically.
According to survey responses from state de-
partments of transportation, 44 states and the
District of Columbia house a transit division
within their DOT. Of the states that provid-
ed employee data, transit divisions range from
over 100 employees in California to as few as
four employees in South Dakota. The median
size of a state transit agency is 19 employees.

Figure 7. State Support for Public Transportation
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Source: NCSL, 2015.

In addition to transit divisions within the
DOT, a third of the states actually operate a
transit system. Seventeen states and the District
of Columbia reported that their state operates
at least one transit system. State-run New Jersey
Transit, for example, is the third-largest transit
system in the country. Bus systems are the most
common state-operated transit systems, but
other examples include CTrail and CT River
Ferry, a passenger rail line and a ferry opera-
tion in Connecticut; SunRail, a commuter rail
line in Florida; and Washington State Ferries,
among others.



STATE CASE STUDY: New Mexico Runs with a Commuter Rail Line

A decade ago, New Mexico undertook an ambitious plan to build one of the nation’s longest commuter rail
lines. Coined the New Mexico Rail Runner Express, the rail line was built to address traffic and mobility
challenges along the state’s most important and congested corridor, a 100-mile stretch between Belen, Albu-
querque and Santa Fe. Unlike most commuter rail systems, the state was responsible for providing almost all
the funding for its construction and owns the line’s trains and infrastructure. Due to the large outlay of state
funding and varying opinions on Rail Runner’s effectiveness, the state’s bold move is still hotly debated across
New Mexico.

In 2003, after years of various calls and plans for commuter rail, the New Mexico Legislature enacted House
Bill 15, authorizing issuance of up to $1.585 billion for new transportation construction projects, includ-
ing the Rail Runner. The New Mexico Department of Transportation (NMDOT) designated the Mid-Re-
gion Council of Governments (MRCOG), a multi-county regional government planning agency, as its agent
for planning, design, construction, operation and maintenance of the Rail Runner project and service.

The line was planned, built and carrying passengers within three years on the initial segment from Bernalillo
to Albuquerque that opened in July 2006. Many credit this speedy build-out to several factors, including a
willing partner in Burlington Northern Santa Fe (BNSF), limited involvement of the federal government
(because federal grant funds were not requested) and strong political leadership. The Rail Runner uses exist-
ing BNSF tracks for most of the corridor, taking advantage of good track conditions and excess capacity. The
state ultimately purchased the corridor from Belen, south of Albuquerque, all the way to Santa Fe, although
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Photo courtesy of Ernie Montoya and New Mexico Department of Transportation
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BNSE still has permanent exclusive rights to use the line for its freight traffic. The state is now responsible for
maintaining the tracks and associated infrastructure; BNSF and Amtrak also pay a share.

The Legislature also enacted legislation that allows local governments to create regional transit districts (RTDs)
and enables the districts to levy a tax to pay for transit, if approved by district voters. Voters in the four coun-
ties, located in two separate RTDs, served by Rail Runner approved an eighth of a cent gross receipts tax
increase (levied on goods and services) in 2008 that provides funding for operation and maintenance of the
Rail Runner, as well as for bus service to and from the Rail Runner stations to help riders complete their trips.
NMDOT has a Memorandum of Agreement with Rio Metro RTD to serve as the managing agency for Rail
Runner, manage ongoing operations and maintenance, and provide funding, although they have contracted
with a private company, Herzog, for operation and maintenance.

As new stations opened, ridership increased quickly, from 500,000 in 2007 ¢~
to more than 1.35 million in 2009. However, ridership since fell to just over
1,060,000 riders in 2014. It appears that the Rail Runner has provided a
number of positive environmental, transportation and economic benefits for
the state and its citizens. An NMDOT fact sheet based on FY 2014 data esti-
mates that a commuter traveling by Rail Runner, rather than driving alone,
between Albuquerque and Santa Fe would save $1,210 a month. The same
fact sheet also estimates that the Rail Runner reduced vehicle miles during

peak commute times by 24 million miles and reduced carbon dioxide emis-

sions by 10,900 tons. Senator Gerald Ortiz y Pino believes environmental \_ Senator Ortizy Pino (D) )
benefits are a major reason the state should support transit. “It helps with our

airpollutionand carbonemissions,asmuchasithelpsgetmoresingle-occupancyvehicles (SOVs) offthe highway.”
MRCOG also has estimated reductions in traffic accidents and fatalities due to decreased driving.

~ =\ However, a sizeable chunk of New Mexicans are dissatisfied with the con-
siderable state investment in Rail Runner. Representative Larry Larrafa-
ga, a former state Transportation Department Secretary for New Mexico,
voices many of those concerns. He cites the considerable debt the state has
accrued due to bonding to build the line, including two balloon payments
of over $100 million each due in fiscal years 2025 and 2026. He believes
that dedicating so much funding to Rail Runner is “not enabling us to

address the other transportation needs in the state.”

Reflecting these concerns, the Legislature passed House Memorial 127 in

\_ Representative Larraiiaga (R) ) 9015 which requires the DOT to study the long-term costs of the Rail

Runner system and the feasibility of selling the system’s infrastructure. A 2011 bill, House Memorial 42, re-
quested an efficiency analysis of Rail Runner and compared it to similar systems in the United States.

The analysis, conducted by NMDOT, generally found that Rail Runner was in the middle to low-end of
cost-effectiveness compared to other systems in the nation. This is partly due to the fact that Rail Runner cov-
ers a longer distance than most commuter rail lines and must contend with elevation gains that affect speed
and efficiency. Furthermore, although the train serves a corridor that contains about half the state’s population
and 60 percent of its jobs, New Mexico’s population is still relatively low-density.

The study also noted that the train had the lowest average passenger fare per passenger mile. While this ben-
efits riders, it also affects revenue. Fares currently account for 12 percent of the operating budget, which is at
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the lower end of comparable systems. Representative Larrafiaga supports raising fares to a level that maximizes
revenue. A 2011 study estimated a 15 percent fare increase would increase revenue by about $312,000 a year,
but would lead to a 3.75 percent ridership decline, or about 45,000 riders a year.

Senator Ortiz Y Pino believes that, considering the full cost of highways and the Rail Runner’s environmental
and other associated benefits, Rail Runner is a wise investment, cost-comparable with highways and that it offers
choices for residents.

Representative Larranaga thinks otherwise; he believes that, as transportation needs increase around the state,
the decision to build Rail Runner will become more controversial because so much state funding is dedicated to
the system. Given the ongoing debate and the 2015 legislation, the Rail Runner will continue to be a source of
discussion in the Land of Enchantment.
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é With about 950,000 trips per day, 5,325 square miles of service area, 11,384 employees and an annual )

NS J

budget of more than $3 billion, New Jersey’s NJ TRANSIT is the largest statewide public transit system

and the third largest provider of bus, rail and light rail in the nation. The New Jersey Legislature estab-

lished NJ TRANSIT in 1979 to provide “efficient, coordinated, safe and responsive public transporta-

F O CU S ON . tion.” Today, the organization operates or oversees a total of 262 bus routes, 12 commuter rail lines and
°  three light rail lines that serve communities across the state and connect them with major centers in New

New Jersey York and Philadelphia. The agency also administers publicly funded transit programs for people with

disabilities, older adults and rural residents who have no other means of transportation.

New Jersey Assemblyman Herb Conaway points out that, “New
Jersey is the most densely populated state in the nation. For that ,~ r
reason, providing reliable, convenient and safe public transporta-
tion options is not just a luxury—it’s a necessity for individuals and
businesses alike. Whether it’s a senior citizen who needs to get to
a doctor’s appointment, a commuter taking the train to work, or
a young family looking to take a weekend trip, New Jerseyans rely
heavily on public transit for their health, economy and leisure.”

New Jersey draws on various funding sources to support its massive transit network. About
46 percent of the revenues for NJ TRANSIT’s operating budget come from fares, 48 percent
from state and federal funding, and the remainder from commercial sources such as contracted

. . . . .. o . \_ Assemblyman Conaway (D) _J
service revenues, rental income, station and vehicle advertising, facility leases and parking lot

operations. For the capital budget, about 40 percent is from the state’s multimodal Transpor-

tation Trust Fund and the remainder from federal and other sources. These sources include toll revenues. According to a New Jersey
survey respondent, a number of toll facilities in the state—notably the New Jersey Turnpike, the Port Authority of NY and NJ and
the Delaware River Port Authority—help fund and operate public transit, and both the New Jersey Turnpike and the Port Authority
of NY and NJ provide some capital funding assistance to NJ TRANSIT.

New Jersey has many initiatives in place to most efficiently use its extensive transit resources. For example, the state has taken sev-
eral steps to promote growth and development in areas where public transportation already exists, which encourages ridership and
revitalizes transit-adjacent communities. One of these transit-oriented development programs is the Urban Transit Hub Tax Credit,
which is offered to large employers that invest in facilities near eligible rail stations. Since the Legislature created the tax credit in
2007, 27 projects have been approved for a total benefit of nearly $1.4 billion. Another noteworthy example is the Transit Villages
Initiative, a multi-agency partnership begun in 1999 that recognizes and rewards communities that have “demonstrated a commit-
ment to revitalizing and redeveloping the area around their transit facilities into compact, mixed-use neighborhoods with a strong
residential component.”

As of 2015, there are 28 designated Transit Villages statewide. “I'm particularly proud of the Legislature’s efforts to spur strategic
transit investments, like Transit Villages, to encourage economic growth, reduce carbon emissions, and promote healthier lifestyles.
Smart planning such as this is essential to growing New Jersey’s economy while improving quality of life.”

In addition, a number of state agencies and the North Jersey Transportation Planning Authority, with the U.S. Department of
Housing and Urban Development and the Federal Transit Administration, are working cooperatively on a program called Together
North Jersey. This unprecedented, 13-county planning initiative is working to create an integrated regional plan for sustainable de-
velopment, implement 15 local demonstration projects, and build local capacity to advance sustainability projects and initiatives in
northern New Jersey. Transit-oriented development is a key element of the project’s central framework.

By targeting businesses and local communities, state transit-oriented development programs are helping more New Jerseyans access
and use public transportation in their daily lives. “There is an unparalleled interest in transit-oriented development, especially along
NJ TRANSITs rail lines, which has added to our ridership,” one survey respondent said. “We have worked with over 50 communi-
ties on plans for projects. More than half of those planning efforts have resulted in projects being implemented.”

For these and other reasons, New Jersey has seen substantial gains in transit commuting and overall ridership. From 1990 to 2010,
the share of commuters taking transit grew more in New Jersey than in any other state but New York. The growth continues: In FY
2014 alone, NJ TRANSITs ridership increased by 267 million trips.
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Funding

According to the American Association of
Highway and Transportation Officials (AASH-
TO) report, State Funding for Public Transpor-
tation, all but four states—Alabama, Arizona,
Hawaii and Utah—provided state funding for
public transportation in 2012, the most recent
year for which data is available (Fig-
ure 8). Twenty states and the District
of Columbia had a year-over-year
increase in public transportation
funding. Many of these states—nota-
bly California, New Jersey and New
York—are historically associated with high lev-
els of transit access, but other, more rural, states
with less developed transit networks made the
list as well, including Alaska, Arkansas and In-
diana.

In total, states provided $14.2 billion for pub-
lic transportation in 2012, up from $13.9 bil-
lion in 2011. State-level funding comes from a
variety of sources, ranging from a state’s gener-
al fund to specific fees/taxes, to niche sources
such as lottery revenues and cigarette taxes.

@ Increased funding
O No change

O Decreased funding
O No state funding

In 2012, states
provided $14.2 billion

for transit.

A Kansas survey respondent provided even
more up-to-date funding data from the Sun-
flower State. State statute annually transfers
$6 million from the state highway fund to the
coordinated public transportation assistance
fund. Legislation passed in 2010 called for an
increase in this transfer to $11 million annu-
ally, starting in 2013. Even amid the
well-documented budgetary concerns
in the state, Kansas lawmakers al-
lowed the nearly 85 percent increase
to stand. This annual appropriation
accounts for 100 percent of state-lev-
el funding for public transportation in Kansas.

Motor Fuel Tax

Every state levies taxes on gasoline and diesel
fuel. About half the states can use motor fuel
taxes revenue for public transportation. This
authority commonly arises tangentially because
motor fuel taxes are dedicated to state transpor-
tation funds that, in turn, are used to support
public transportation programs and infrastruc-
ture.

Figure 8. Funding for Public Transportation
(2012 data)

Source: Adapted from AASHTO's Survey of State Funding for Public Transportation, 2014.
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For example, Florida statute requires 15 per-
cent of the State Transportation Trust Fund
to be used for public transportation each year.
While the fund is made

up of a variety of sources, (
nearly 50 percent of the
state-level contribution to
the fund comes from the
state motor fuel tax, which
effectively requires the use
of motor fuel taxes for
public transportation.

A handful of states specifi-
cally dedicate a portion of
fuel tax revenue directly
to public transportation.
South Carolina allocates
one-quarter of 1 cent of K
the motor fuel tax to pub-

lic transit, nearly $6 million annually. Oregon
allocates any gasoline tax revenue collected
from certain non-highway use activities to
public transportation. According to an Oregon
survey respondent, this includes all-terrain ve-
hicles (ATVs), certain watercraft, recreational
vehicles and other uses.

Dedicated Specific Fees/Taxes

Based on respondents to an NCSL survey, at
least 25 states and the District of Columbia
dedicate specific fees or taxes (non-motor fuel
taxes) to public transportation. As in states that
use motor fuel taxes for public transportation,
this authority commonly arises indirectly be-

Senator Dibble (DFL)

“What's great is we now have this guaranteed
source of funding, created by the Legislature in
2008, that really recognizes the centrality and
importance of transit to the overall transportation
system. .. Looking into the future, we need more
resources to meet service gaps and to align econom-
ic development and land-use decisions with our
transit system planning.”

cause certain funds have a variety of revenue
sources, subsequently enabling a portion of the
fund to be used for transit.

\ Some states, however, di-
rectly dedicate the use of a
specific fee or tax. For ex-
ample, lowa funds its state
transit program in part by
allocating 4 percent of the
fees for new registration on
motor vehicles (Iowa Code
Ann. §321.145(2)(b)(1)).
Arkansas statute dedicates
75 percent of the rental
vehicle tax to the Arkansas
Public Transit Trust Fund
) (Ark. Stat. Ann. §26-63-
302(c)).

A Minnesota DOT representative reported
that the state uses a variety of transportation
taxes to fund public transportation. The Min-
nesota Constitution dedicates 40 percent of
the motor vehicle sales tax revenue to public
transportation (Minn. Const. art. 14, §13);
state statute further divides the motor vehicle
lease tax between the Metro Region county
roads and Greater Minnesota transit (after the
first $32 million is transferred to the general

fund) (Minn. Stat. Ann. §297A.815(3)).

In addition, lawmakers in St. Paul passed leg-
islation in 2008 granting seven Greater Min-
nesota counties the authority to im-

\_

KUp For Debate
The 2015 Minnesota legislative session ended this year without
reaching a consensus on a new transportation funding budget.
Up for debate was an expansion of the Greater Minneapolis
transportation sales and use tax. Another initiative on the table
was reallocation of the motor vehicle lease tax in order to pro-
vide more funding for transit.

"\ pose a .5 percent sales tax dedicated
to capital and operating costs of spe-
cial transit projects (Minn. Stat. Ann.
§297A.993). According to the survey
respondent, five of the seven counties
have decided to impose this local-op-
tion sales tax.

/)
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STATE CASE STUDY: California Trades Emissions for Transportation Options

Nearly a decade ago, the California Legislature enacted landmark legislation: The California Global Warming Solutions
Act of 2006 (also known as Assembly Bill 32 or AB 32) (Cal. Health and Safety Code §§38500 et seq). The ambitious
law requires the state to reduce its greenhouse gas emissions to 1990 levels by 2020—a reduction of about 15 percent
under what would be expected in a “business as usual” scenario, according to the California Air Resources Board. To help
achieve this goal, the state established a regulatory “cap-and-trade” program that, among other roles, has become a major
source of funding for public transportation statewide.

California’s cap-and-trade program sets an annual statewide cap on greenhouse gas emissions from certain sectors and
requires affected facilities to hold permits called “allowances” for each metric ton of carbon dioxide equivalent they re-
lease. Allowances can be allocated or auctioned by the state, bought and sold among eligible entities on the open market,
or offset by eligible projects. The annual cap on total statewide emissions is lowered each year and, with it, the number
of available allowances, so businesses must determine whether it makes more sense for them to purchase increasingly
valuable permits or reduce their emissions. The first phase of California’s cap-and-trade rules came into effect in 2013 for
large electric power plants and industrial facilities. In 2015, they were extended to include distributors of transportation,
natural gas and other fuels. Transportation is responsible for about 40 percent of the carbon pollution generated in Cali-
fornia, as well as for 80 percent of smog-inducing pollution. In total, the cap-and-trade program will cover the sources of
roughly 85 percent of the state’s greenhouse gas emissions.

California State Senator Fran Pavley, the author of AB 32, the 2006 California law
mandating reductions in greenhouse gas emissions, points out that given transpor-
tation’s large contribution to greenhouse gas emissions in California, “It’s important
that a significant portion of cap-and-trade auction revenues be earmarked for trans-
portation alternatives that rely on fuels, such as electricity, biofuels and hydrogen,
which emit little or no carbon dioxide.” Senate Bill 375, signed into law in 2008,
required local governments to include “sustainable communities strategies,” such as
transit-convenient, affordable housing developments in their regional transportation
plans in order to create incentives for reducing greenhouse gas emissions. As Senator

Pavley notes, “The decision to appropriate money from cap-and-trade auctions for _ Senator Paviey (D) D
public transit and transit-friendly developments was made in last year’s budget and
recognizes the importance of reducing greenhouse gas pollution by helping people to

drive fewer miles in their personal cars.”

In addition to creating financial incentives for the private sector to meet environmental goals, the cap-and-trade program
has become a substantial revenue source for the state. Under additional legislation enacted in 2012, California must spend
the proceeds from cap-and-trade auctions on programs that further reduce greenhouse gas emissions, including public
transportation. As of February 2015, the state had held nine auctions and raised $969 million in state revenues, according
to the Legislative Analyst’s Office. Of that, $660 million had been used for transportation-related purposes—including
transit capital investments, low-carbon transit operations and high-speed rail—and for transit-oriented development and
affordable housing near transit stops through the state’s Affordable Housing and Sustainable Communities Program. With
the phasing in of fuel distributors in 2015, the state is poised to receive billions more in cap-and-trade revenues in the
coming years. Much of that will go to transportation projects: The 201415 state budget permanently allocates 60 percent
of future auction proceeds to public transit, affordable housing, sustainable communities and high-speed rail.

Although other states have programs to reduce carbon emissions, the scale and breadth of California’s AB 32 mandate is
remarkable. California is now the cighth largest economy in the world, and its fledgling cap-and-trade scheme is reported-
ly second in size only to the European Union’s Emissions Trading System. As a result, it offers a unique portrait not only
of the first multi-sector emissions reduction program in North America, but also of yet another distinctive state approach
that is being used to support public transportation projects.
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http://lao.ca.gov/reports/2014/budget/cap-and-trade/auction-revenue-expenditure-022414.pdf
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STATE CASE STUDY: Indiana Connects Hoosiers with Chicagoland

In addition to Indiana’s primary source of public trans-
portation funding, the Public Mass Transportation Fund
(PTMEF), state statute establishes two rail service funds.
The Commuter Rail Service Fund (CRSF) and the Elec-
tric Rail Service Fund (ERSF) are funded by a portion of
the state sales tax and taxes on railroad and railroad car

companies (Ind. Code §8-3-1.5-20.5 & §8-3-1.5-20.6).

The CRSE funded by an allocation of 0.123 percent
of the state sales tax ($8,405,682 in FY 2013) and var-
ious property taxes on railroad companies, generated
$15,166,412 in FY 2013. In addition, the ERSE, fund-
ed by property taxes on railroad companies, generated
$200,641 in FY 2013. The CRSF can be used first for
debt service; any remaining funds are to be available as
matching funds for federal transportation capital grants

(Ind. Code §8-3-1.5-20.5(c)).

Both the CRSF and ERSF are currently dedicated en-
tirely to the Northern Indiana Commuter Transportation
District (NICTD), which operates the South Shore rail

line. This train line serves the northwestern counties of
Lake, Porter, LaPorte and St. Joseph. NICTD is the only

Representative Soliday (R)

“The South Shore railroad brings over $250 mil-
lion a year into the Northwest Indiana economy
from jobs that exist only in Chicago. It also gives
Northwest Indiana residents easy access to the
educational, cultural and sports opportunities of a
thriving metropolis.

The fare box contribution of the South Shore is
Just over 50 percent, which is quite good com-
pared to most passenger rail systems. The contri-
bution to the overall economy, which the state and
locals tax, makes the remaining expense subsidy a

. solid investment for the state.”

transit agency in the state that operates a commuter rail line.

/

Public transportation serves as a critical resource for Indiana residents in the congested northwest corner of

the state, which borders the Greater Chicagoland area. Commuter rail service in Indiana had an estimated

ridership of 3.6 million trips in 2014, serving a population of 771,815 (12 percent of the state population).

According to Representative Ed Soliday, the legislature “feel[s] that the macroeconomic contribution to the

state is great enough that we increased the PMTF in this year’s budget by 5 percent over the biennium and

created a $6 million a year, 30-year matching grant from the state to extend the South Shore line to more

communities along the Indiana/Illinois state line.”

On Track: How States Fund and Support Public Transportation
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http://www.in.gov/indot/files/Transit_2013PublicTransitReport.pdf
http://www.in.gov/indot/files/Transit_2013PublicTransitReport.pdf

State Transportation Fund

Alaska is the only state that does not have a
dedicated state transportation fund. Most states
constitutionally or statutorily protect these
funds in order to limit their use to transporta-
tion projects. In some cases, such protections
permit the use of funding for public transpor-
tation; in other cases, revenues are limited to
only highway or road use.

In 2014, voters approved the Wisconsin Trans-
portation Fund Amendment to constitutional-
ly protect the state transportation fund, which
now is limited to specific transportation uses,
including transit (Wis. Const. art XIII, §11).
The amendment was passed by both chambers
of the Legislature in two consecutive years be-
fore it was put to the vote by the general public.

Maryland lawmakers similarly put a referen-
dum to the voters in 2014 to constitutionally
protect the state transportation fund. Voters
approved the ballot initiative. Under the new
constitutional language, the funds can be used
for any transportation purpose, and transfers to
the general fund are permitted only with leg-
islative approval (rather than approval by the
governor) (Md. Const. art I1I, §53).

Pennsylvania also provides significant state
funding for transit. Public transportation in the
Keystone State provided more than 428 mil-
lion individual trips in 2014, one of the largest
state-ridership levels in the country. Pennsylva-
nia is one of only seven states that provide more
than $1 billion annually in state-level funding
for public transportation. The key source of
this funding is the Public Transportation Trust
Fund (PTTEF), established by the legislature
in 2007 under Act 44 and further expanded
through Act 89 of 2013.

The PTTF receives appropriations from a va-
riety of sources, including Pennsylvania Turn-
pike revenues, state lottery funds, a portion of
sales taxes, taxes on motor vehicle leases and
rentals, and various other fees (Pa. Cons. Stat.
Ann. tit. 74, §1506). In 2014, total appropria-
tions amounted to $1.17 billion.

State statute sets limitations on the use of
PTTF money. The vast majority of the fund is
to be used for operations of public transporta-
tion infrastructure— 71 percent in FY 2013-
2014— while other approved uses are capital
improvements, programmatic initiatives, en-
ergy improvements and transfers to the multi-
modal transportation fund (Figure 9).

Figure 9. PTTF Disbursements FY 2013/14
Millions of Dollars

$30.8 $20.0

Source: Pennsylvania Department of Transportation, 2014.
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http://www.gab.wi.gov/sites/default/files/page/65/lrb_paper_on_transportation_referendum_14wb9_pdf_19640.pdf
http://www.gab.wi.gov/sites/default/files/page/65/lrb_paper_on_transportation_referendum_14wb9_pdf_19640.pdf
ftp://ftp.dot.state.pa.us/public/Bureaus/PublicTransportation/GeneralInformation/Act_89_Summary_Presentation.pdf
ftp://ftp.dot.state.pa.us/public/Bureaus/PublicTransportation/GeneralInformation/Act_89_Summary_Presentation.pdf
ftp://ftp.dot.state.pa.us/public/Bureaus/PublicTransportation/GeneralInformation/Act_89_Summary_Presentation.pdf
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STATE CASE STUDY: The Great Lakes State Goes to Great Lengths for Transit
Funding

Although about half the states require gas tax proceeds to be spent exclusively on roadways, a number of
states, including Michigan, have taken the opposite approach by allocating a portion of these revenues to
public transportation and multimodal purposes. Consistently ranked highly among the states for total and
per capita transit investment, Michigan offers an intriguing example of how legislatures can put in place
funding structures that support public transportation programs.

In Michigan, the use of state transportation funds is determined by the state constitution and by statutory
law. The constitution dedicates motor fuel and vehicle registration taxes to transportation purposes. At least
90 percent of these revenues must go to roads, streets and bridges (Mich. Const. art. IX, §9). The remain-
der is distributed through the Michigan Transportation Fund, according to statutory formulas, including a
substantial provision for the state’s Comprehensive Transportation Fund (CTEF).

The CTF was established by the Legislature in 1951 to provide ongoing support for public transportation
(Mich. Comp. Laws Ann. §§247.660b et seq.), and it continues to be the primary source of state funding
for Michigan’s transit programs today. In the FY 2015 state budget, the Legislature appropriated $280 mil-
lion from the CTF for public transit (2014 Mich. Public Acts, Act 252 [House Bill 5313]). The CTF relies
on two revenue sources. By state law, after certain deductions, 10 percent of Michigan Transportation Fund
revenues (mainly from motor fuel and vehicle registration taxes) go to the CTE This generally accounts for
about two-thirds of CTF funding. The remainder comes from a portion of state motor vehicle-related sales
taxes (Mich. Comp. Laws Ann. §205.75).

The CTF supports numerous, significant transit programs, several mandated by state law and others at the
discretion of the Michigan Department of Transportation. The largest program provides state operating
assistance to all transit agencies, as required by law, which covers about 38 percent of local transit operating
expenses statewide. In FY 2015, $167 million was allocated for this purpose. State statute (Mich. Comp.
Laws Ann. §247.660b(f)) also directs the CTF to pay two-thirds of any local match for federal transit
capital grants—although, in practice, according to a Michigan Department of Transportation survey re-
spondent, the CTF has provided the entire match. Other uses of CTF funds include debt service on bonds
issued against CTF revenues for transit projects; intercity bus, ferry, rail and vanpool programs; specialized
transit for older adults and people with disabilities; transportation to work for low-income people; and
service initiatives that preserve or enhance public transit.

This unique funding structure has had a wide-ranging impact on the state’s transit network. “The existence
of the CTF and the role it plays in supporting local transit, intercity bus and passenger rail,” noted the sur-
vey respondent, “is the single most significant policy [that supports and encourages public transportation]
in Michigan.”



http://www.michigan.gov/documents/mdot/Report_2013_Rev_Exp_457985_7.pdf
http://www.michigan.gov/documents/mdot/Report_2013_Rev_Exp_457985_7.pdf

Table 2. Total General Fund Transfers—Top Six States

Total G.F. Transfer State Rank General Fund as Percent of
(Total P.T. Funding) Total P.T. Funding

New Jersey $395,026,996 43.03%

Alaska $179,978,475 14 100.00%

New York $97,550,900 1 2.18%
Minnesota $54,061,000 10 17.47%
Washington $52,775,879 20 100.00%

Indiana $42,581,051 18 76.01%

Source: Adapted from AASHTO Survey of State Funding for Public Transportation 2014.

General Fund

Some states choose to fund public transporta-
tion partly or entirely through general funds.
As discussed, Alaska does not have a state trans-
portation fund and its general fund allocation
in FY 2012 of $179.9 million was the largest
general fund transfer to account for 100 per-
cent of public transportation funding, and
the second largest overall. Six states— Alaska,
Georgia, Mississippi, Ohio, Washington and
West Virginia—provided 100 percent of pub-
lic transportation funding from their general
fund. Table 2 shows the top six states in terms
of total dollar amounts of general fund trans-
fers.

Other

Competition for transportation funding is
fierce, and public transportation often is not the
top candidate for the limited available funds.
As discussed earlier, traditional sources of fund-
ing—such as motor fuel taxes, transportation
related fees and general funds—often are first
allocated to highway or road uses. Whether due
to constitutional or statutory restraints or sim-
ply public policy priorities; public transporta-
tion historically has had a tougher time finding
dedicated funding. Some states are turning to
alternative revenue sources that may have been
previously overlooked. Some states are finding
alternative revenue sources that may have been
previously overlooked.

On Track: How States Fund and Support Public Transportation

In Delaware, escheat funds (the transfer of
funds for a person without heirs) may be trans-
ferred from the general fund into the Delaware
Transportation Trust Fund (DTTF). Accord-
ing to a DOT survey respondent, escheat funds
are the only source of general fund transfers to
the DTTE While escheat funds are not direct-
ly dedicated to transit, the D'T'TF is the sole
source of state-level funding for public trans-
portation in Delaware. This appropriation
is written into the annual bond bill (§29 in
2014), but an appropriation must receive leg-
islative approval. Although this approach was
not used in FY 2015, it has been used in the
past.

According to survey respondents, examples of
additional alternative sources used for transit
include the following:

* Florida allocates a portion of documentary
stamp tax revenues from real estate trans-
actions;

®  Oregon leverages cigarette taxes, ID card
fees and lottery sales (see page 20);

® New Jersey and South Carolina dedicate a
portion of toll revenues; and

® The District of Columbia allocates parking
meter revenues.

© 2015 National Conference of State Legislatures
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http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://scopt.transportation.org/Documents/SSFP-8-OL.pdf
http://legis.delaware.gov/LIS/lis147.nsf/vwLegislation/SB+145/$file/legis.pdf?open
http://legis.delaware.gov/LIS/lis147.nsf/vwLegislation/SB+145/$file/legis.pdf?open
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4 Oregon faces a unique mix of challenges to providing effective )
public transportation: a marked urban-rural divide, a population
FOCUS ON: that is growing at a higher rate than the national average and un-
U S usually limited revenue sources, among others. The state is meeting
Ore gon these challenges by leveraging diverse funding opportunities and
actively supporting transit programs that serve all its residents state-
wide, including historically underserved rural communities.

Oregon is one of five states with no state sales tax—a primary

source of transportation funding in many states—and one of 23
states that constitutionally require motor fuel tax revenues to be spent exclusively on highways and roads.
The constitution also prohibits the use of vehicle fees for non-roadway purposes. As a result, locating funding
for transit programs has been a perennial difficulty. However, “Oregon has adapted to its non-roadway trans-
portation challenges through a variety of innovative and non-traditional financing techniques and strategies”
and a “complex patchwork” of state, local and federal funding sources, noted the governor-convened Oregon
Non-Roadway Transportation Funding Working Group in 2012.

At the state level, transit revenues have, indeed, come from a diverse array of sources. In 2005, for example, as
part of the ConnectOregon discretionary grant and loan program, the legislature created a Multimodal Trust
Fund that is backed by lottery bonds. By law, the fund can be used only for transit and other modes that are
not eligible for motor fuel tax expenditures (Or. Rev. Stat. §367.080). As of March 2015, ConnectOregon
had distributed $380 million to 239 projects. Transit projects funded by ConnectOregon include an extension
of Portland’s streetcar line that helped to spur a 36 percent increase in ridership and construction of a one-
stop transit hub with multiple transportation options serving rural, northeast Oregon.

As another example of Oregon’s varied transit funding mechanisms, the Special Transportation Fund draws
on statutorily dedicated revenues from cigarette taxes and identification card fees, as well as non-highway gas
taxes and legislative appropriations, to support local transit services for older adults and people with disabil-
ities. In 2013 to 2015, the program received $13.5 million in general funds, generated in part by a change
to state income tax law, according to a survey respondent. In addition, state-administered payroll taxes fund
transit programs in the Portland and Eugene/Springfield areas, while some transit districts receive state gener-
al fund revenues “in lieu of payroll tax” for state employees in those districts—an especially significant source
of operating revenue in Salem, the state capital.

Oregon has also tapped a grab-bag of funding options to support its joint operation of the popular Amtrak
Cascades line with neighboring Washington. The rail route carried more than 800,000 passengers in 2013 on
a 467-mile route linking Portland, Ore., Seattle, Wash., and Vancouver, British Columbia. The Oregon and
Washington departments of transportation jointly manage the Cascades service so they can pool resources
and increase efficiency. Since 2013, due to federal Passenger Rail Investment and Improvement Act (PRRIA)
requirements for Amtrak routes of less than 750 miles, Oregon and Washington are responsible for around
80 percent of Amtrak Cascades operating costs. The legislature provided nearly $30 million for Cascades in
2013 to 2015; these funds came from custom license plate fees, non-motor vehicle fuel taxes and $12 million
in general funds, according to Stacy Snider of the Oregon Department of Transportation. The custom license
plate fees are statutorily mandated to support passenger rail, but have proven insufficient by themselves to
support Cascades service (Or. Rev. Stat. §§805.240). Oregon also has recently received federal funding—

about $20 million—for planning and capital improvements. Ticket revenues for both states cover 60 percent
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http://quickfacts.census.gov/qfd/states/41000.html
http://www.ncsl.org/research/fiscal-policy/state-sales-and-use-taxes-2013.aspx
http://oregonconsensus.org/wp-content/uploads/2013/12/Non-RoadwayFINALREPORT5_31_2012-1.pdf
http://oregonconsensus.org/wp-content/uploads/2013/12/Non-RoadwayFINALREPORT5_31_2012-1.pdf
http://www.oregon.gov/odot/td/tp/pages/connector.aspx
http://www.oregon.gov/ODOT/TD/TP/CO/ConnectOregonReport.pdf
https://www.oregonlegislature.gov/citizen_engagement/Reports/BB2014PublicTransit.pdf
https://www.oregonlegislature.gov/citizen_engagement/Reports/BB2014PublicTransit.pdf

with further general funding to support Oregon’s operation of the Cascades.

The state also has leveraged federal transit funding to good effect. Using Federal Transit Administration
§5311(f) funds that support public transit in rural areas, the Public Oregon Intercity Transit (POINT)
bus program is designed to fill gaps in the rural intercity transportation network. According to an Oregon
Department of Transportation survey respondent, the state contracts with three private, for-profit bus com-
panies and provides them with vehicles, preventive maintenance, and marketing and operating support, de-
pending on specific route needs. Operating support is offered as a revenue guarantee for the private operator
until a route becomes profitable. These partnerships have brought new routes to previously underserved rural
communities and have offered additional, reliable options for statewide travel.

Oregon also supports transit through its trendsetting land use laws. Since 1973, Oregon has had a strong
program for land use planning, founded on 19 statewide planning goals. State law requires all communities
with 2,500 or more residents to adopt comprehensive plans that further these goals (Or. Rev. Stat. §§197.005
et seq.). The statewide goal for transportation directs local plans to “consider all modes of transportation, in-
cluding mass transit, air, water, pipeline, rail, highway, bicycle and pedestrian” and to “avoid principal reliance
upon any one mode.” By integrating transit planning into local processes statewide, these policies can facili-
tate even more innovative solutions to transportation challenges. Despite the wide-range support for transit

\

in Oregon, long-term funding certainty for transit has thus far eluded Oregon. ¢

As Representative John Davis notes, “Transit funding remains the most challenging
budget item within Oregon’s transportation financing equation. Simply put, the
vast majority of transit funding is derived from federal and local sources. Oregon’s
general fund revenues continue to be dedicated to other sources, our highway fund
revenues are dedicated to roads and bicycle improvements, and our transit sys-
tem has no state-level, long-term commitment. It is a patchwork. Numerous work

groups, task forces, and blue-ribbon committees have failed to advance any pro-

posal that has real gained traction. Further, the perception that transit in Oregon is \ Representative Davis (R) )

dominated by agencies that reflect only urban, liberal values has made bipartisan,

(" of operating costs. However, there is an urgent need for the state to develop a new funding source to team )

N\
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Finance

Similar to traditional transportation infrastruc-
ture and many public works projects, states
have turned to financing to leverage the lim-
ited available funds for public transportation.
The financing mechanisms used for public
transportation projects range from the tradi-
tional—bonds and grants—to more innovative
and emerging strategies, such as public-private
partnerships (P3) and value capture financing.

One key difference between transit projects
and road or highway projects is the potential
for a long-term revenue stream. Usage charges

or fares rarely, if ever, provide sufficient fund-
ing to cover all the capital or operating costs
associated with a transit project. However,
in some instances the revenue stream can be
promising enough to create unique financing
opportunities.

Furthermore, some regions have found that
certain transit networks have been associat-
ed with increased land value and commercial
development. The potential increased proper-
ty tax value or sales tax revenue can create an
opportunity for value capture mechanisms to
attract private financing,.
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Value Capture

According to a survey respondent, Portland,
Maine, currently is using value capture tech-
niques to capitalize on commercial develop-
ment around the transit hub at the Forefront
at Thompson’s Point. In Colorado, the recent
revitalization of Denver’s Union Station, close-
ly tied to the Eagle P3 project discussed on
page 23, has benefitted tremendously from
tax-increment financing. The financing for the
project included incremental sales and proper-
ty tax increases. The increased economic activ-
ity in the 19.5-acre Union Station District has
created sizeable increases in tax revenue, now
available to the Downtown Denver Authority
to repay debt on the project.

Public-Private Partnerships

A growing number of states are using P3s for
transportation projects, and transit projects are
no different. According to survey respondents,
at least 30 states and the District of Columbia
have statutory authority to use P3 procurement
for public transportation projects. These laws
allow a state to enter into agreements with pri-
vate companies to deliver, finance or operate
transportation projects in exchange for revenue
from fares, tolls or other sources. Many states
are seizing the opportunity to team with pri-
vate partners to expand or improve transpor-
tation services beyond that possible with tra-
ditional methods alone; as reported by survey
respondents, at least 11 states have pursued P3s
for transit in the last five years.

Pennsylvania authorized the use of public-pri-
vate partnerships for transportation projects
with the passage of Act 88 in 2012 (Pa. Cons.
Stat. Ann. tit. 74, §§9101 et seq.). Pennsylva-
nia has pursued a range of creative partnerships
since the law was enacted. One of the unique
partnerships involves a new project to develop
compressed natural gas (CNG) fueling stations
at transit agencies across the state, as more of
those agencies seek to convert their fleets to
CNG as a clean-burning and cost-effective
alternative fuel. Under this project, a private
partner will design, build, finance, operate and
maintain CNG stations at approximately 28
transit facilities. The state’s transportation de-
partment, PennDOT, is leading the project to
provide lower operational cost for transit agen-
cies and public access to CNG fuel where feasi-
ble. PennDOT will receive a portion of the fuel
sales revenue, which will then be returned to
transit agencies to support capital projects. The
stations may also be commercialized to serve
the general public, with additional CNG sup-
plied by the private partner.

“Through this public-private partnership, Pen-
nDOT and its transit agency partners will lever-
age the state’s natural gas resources to become
more efficient and underscore our commitment
to sustainability,” PennDOT Secretary Leslie S.
Richards said in 2015. “This opportunity is an-
other step on our path toward improving our
environment and meeting transit needs now
and in the future.”

/Up For Debate

may be executed.

N

~

In June 2014 Maryland began the process to enter into a P3 agreement for the Purple Line
extension of the Washington D.C. Metro. In January 2015, the incoming Governor, Larry
Hogan, instructed MdDOT to delay the bid submissions to allow for further review. In June
2015, Governor Hogan announced the Purple Line would move forward, while its counter-
part, the Red Line, would not move forward. Under Maryland’s P3 statue, the General Assem-
bly will conduct a 30-day review and comment period on the final P3 agreement before it

/



http://www.portlandmaine.gov/AgendaCenter/ViewFile/Item/1239?fileID=5133
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STATE CASE STUDY: Colorado’s Eagle P3 Lays Tracks for Transit

In 2005, Congress authorized a new pilot program in the federal Safe, Accountable, Flexible, Efficient Trans-
portation Equity Act: A Legacy for Users (SAFETEA-LU). The goal of the “Public-Private Partnership Pilot
Program,” or “Penta-B” was to demonstrate the advantages and disadvantages of greater private sector involve-
ment in new fixed guideway capital projects. Although private companies had long been involved in transit
projects, the pilot program was designed to encourage more private risk-taking and long-term investment
than had yet been seen in the U.S. transit industry.

One of the three projects selected for the pilot program was the Denver, Colo., East and Gold Line Enterprise
Public-Private Partnership Project, also known as the Eagle P3 project, part of a voter-approved, comprehen-
sive initiative called “FasTracks” to expand rail and bus service across the eight-county Denver metro region.
Key segments in the region’s growing commuter rail network are being built under the Eagle P3 partnership,
including the East Rail Line from downtown Denver to Denver International Airport, the Gold Line through
the western metro region, and an electrified portion of the Northwest Rail Line, which eventually will extend
through Boulder. Service is proposed to run every 15 minutes, providing a convenient alternative for com-
munities with limited transportation options. The Eagle P3 also is providing a commuter rail maintenance
facility that will service the trains for all FasTracks commuter rail projects.

The first comprehensive public-private partnership for transit in the nation, the Eagle P3 has engaged a con-
sortium of private companies to design, build, finance, operate and maintain the project’s components for 34
years The public sponsor—the Regional Transportation District (RTD), established by the Colorado General
Assembly in 1969 (Colo. Rev. Stat. §§32-9-101 et seq.)—will own the assets, set fares and fare policies, re-
tain all project revenues and make payments to the private consortium. These payments can be substantially
reduced if defined metrics for operating performance are not met—an approach that encourages the private
companies’ interest to build and maintain the project at a high level.

The unique partnership between public and private entities has extended to the $2.1 billion project’s financ-
ing structure, a “three-legged financing stool” of federal, local and private money. Federal support has includ-
ed $1.03 billion in New Starts grants and a $280 million loan from the Transportation Infrastructure Finance
and Innovation Act (TIFIA) program, which offers credit assistance for infrastructure projects. Dedicated
local sales tax revenue and at least $450 million in private investment have rounded out the package.

The Eagle P3 project has been widely touted as a groundbreaking success. Despite the Great Recession and
other challenges, the project is on track to open all segments in 2016. In 2011, RTD shared some of its les-
sons learned, in the hope that its experience could help guide others who are working to build and rebuild
the nation’s transportation infrastructure. Key takeaways included creating a highly competitive environment,
which for RTD resulted in a winning bid that was $300 million under internal budget estimates; using a
blend of federal, local and private financing, which offers a promising model for delivering large-scale proj-
ects; and seeking frequent and candid stakeholder input to ensure that concerns are addressed up front.'”®
RTD also advised using peer reviews from third-party and industry experts, which helped RTD learn from the
experiences of others. The agency is now paying forward, as interest in this first-of-its-kind project continues

to grow among transit providers nationwide.

Also in Colorado, the High Performance Transportation Enterprise (HPTE), a division of the Colorado De-
partment of Transportation (CDOT), is nearing completion of the new U.S. Route 36 Express Lanes project
connecting Boulder, Colo., and Denver. HP'T'E was created by the Colorado legislature to “Aggressively pur-
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http://www.fta.dot.gov/documents/Costs_Benefits_Efficiencies_of_Public-Private_Partnerships.pdf
http://www.rtd-fastracks.com/media/uploads/ep3/Eagle_P3_Procurement_Lessons_Learned_Report.pdf
https://www.codot.gov/projects/US36ExpressLanes
https://www.codot.gov/programs/high-performance-transportation-enterprise-hpte/about-us
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sue innovative means of more efficiently financing important surface transportation infrastructure projects that

will improve the safety, capacity, and accessibility of the surface transportation system... .

The U.S. 36 project, a P3 between CDOT, HPTE and Plenary Roads Denver, includes construction of new ca-
pacity managed lanes along the redesigned existing four-lane corridor. Commuters with three people in a vehicle

can drive for free in the managed lanes or choose to pay a variable-priced toll for single- and double-occupancy

vehicles in the case that transit headways slow. Also using the managed lanes will be a new bus rapid transit line

with increased travel frequency that can use the managed lanes, and even the shoulders, in times of extreme con-

gestion. As part of the concession agreement, the BRT service is required to meet pre-established travel times; in

the case that transit headways slow, tolls may be adjusted to increase the level of service for transit riders.

Infrastructure Banks

Thrity-seven states now have State Infrastruc-
ture Banks (SIBs) that are designed to sup-
port transportation infrastructure projects by
increasing access to finance. It is unclear how
many SIBs are permitted to provide financ-
ing for public transportation projects and, ac-
cording to survey respondents, SIBs have not
commonly been used in this capacity. In the
last two years, lawmakers in three states have
passed legislation to create state infrastructure
banks—Alabama (2015), Louisiana (2014)
and New Hampshire (2014). Alabama’s new-
ly created SIB was established to provide “the
issuance of loans and other financial assistance

to certain government entities for certain qual-
ified projects;” this includes mass transit cap-
ital projects. The SIBs in Louisiana and New
Hampshire are designed to broadly support the
state surface transportation networks.

Bonds are financial instruments widely used
across the country for public infrastructure
projects. A 2011 study conducted in partner-
ship between NCSL and the American Associ-
ation of State Highway and Transportation Of-
ficials (AASHTO) reports that, while 31 states
have the authority to use bonds for highway
infrastructure projects, only 19 extend this au-
thority to transit projects (Figure 10).

% Figure 10. Bonds for Public Transportation

O Permits bonds for public
transportation projects

Source: NCSL; AASHTO, Transportation Governance and Finance: A 50-State Review of State Legislatures and Departments of

Transportation.


http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf
http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf
https://legiscan.com/AL/bill/SB111/2015
https://www.legis.la.gov/legis/BillInfo.aspx?i=225029
https://legiscan.com/NH/text/SB372/id/1040765
http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf
http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf
http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf
http://www.transportation-finance.org/pdf/50_State_Review_State_Legislatures_Departments_Transportation.pdf

Policies

State lawmakers may wish to consider support-
ing public transportation through public poli-
cy apart from funding or financing initiatives.
Such policies often are designed to capitalize
on the auxiliary benefits of public transporta-
tion or to encourage ridership through com-
patible land-uses, such as transit-oriented de-
velopment, and other factors that will support
transit use, such as transit commuter benefits
or policies that encourage carsharing and bike-
sharing near transit.

Transit-Oriented Development

Transit is much more likely to enhance the
overall transportation network if a neighbor-
hood’s or city’s development patterns encourage
transit ridership, a strategy referred to as tran-
sit-oriented development (TOD). The Center

for Transit-Oriented
~ ~

At least 22 states
have laws regarding

Development believes
that a TOD project

should “Increase ‘lo- e
transit-oriented

cation efficiency’ so development

people can walk and
bike and take transit;
boost transit rider-
ship and minimize traffic; provide a rich mix of
housing, shopping and transportation choices;
generate revenue for the public and private sec-
tors and provide value for both new and exist-
ing residents; and create a sense of place.”

State TOD policies help transit agencies, com-
munities and developers capitalize on the in-
creased economic activity associated with pub-
lic transportation hubs, especially light-rail and
commuter rail systems. Statutes in at least 22
states support TOD in some manner. These

range from states that simply define TOD to
those that provide funding and incentives to
encourage TOD to create more transit choices
for its citizens, drive economic development,
and mitigate congestion and environmental
impacts.

An example of state policies to support TOD
includes Connecticut, where some state agen-
cies give extra credit to developers that include
transit services at their building sites, accord-
ing to the state’s survey respondent. Maryland
Code defines TOD and allows the secretary of
transportation, in coordination with the gov-
ernor’s office and local officials, to designate
TOD areas for development within the state
(Md. Transportation Code Ann. §7-101).

For a more in-depth examination of state tran-
sit-oriented development policies and support,
see NCSLs 2012 Rockefeller Foundation-fund-
ed report Transit-Oriented Development in the
States.

Marrying Environmental and Transit Goals
Policy strategies to meet state environmental
policy goals abound. In 2007, for example, the
California Department of Transportation is-
sued a policy to, in part, implement multimodal
strategies in the hope of improving transporta-
tion options, to promote environmental stew-
ardship and energy efficiency, and to increase
knowledge about climate issues. California also
closely tied the environmental efforts of its cap
and trade program to public transportation.
Pennsylvania hopes to capitalize on its new P3
authority to realize environmental benefits of
compressed natural gas buses.
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http://www.ncsl.org/Documents/transportation/TOD_Final.pdf
http://www.ncsl.org/Documents/transportation/TOD_Final.pdf
http://www.dot.ca.gov/hq/oppd/rescons/guidelines/dp_23-R1-Energy-Efficiency-Conservation-and-Climate-Change.pdf
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Other

Among other general policies are Florida’s
statewide objective to increase transit ridership
at twice the rate of population growth; and
New Jersey’s Together North Jersey initiative to
connect the 13-county northern region of the
state by “[using] sustainability, transit system

connectivity and Transit-Oriented Develop-
ment (TOD) as the central framework for in-
tegrating plans, regulations, investments, and
incentive programs at all levels of government
to improve economic and environmental con-
ditions, while promoting regional equity and
resource efficiency.”

STATE CASE STUDY: Reducing Pollution and Congestion in Washington

Environmental concerns can also be addressed when establishing state-level public transportation policies. In
1991, the Washington Legislature created the Commute Trip Reduction (CTR) program. The original leg-
islation states that, “reducing the number of commute trips to work made via single-occupant cars and light
trucks is an effective way of reducing automobile-related air pollution, traffic congestion and energy use.” The
intent of the law is “to require local governments in those counties experiencing the greatest automobile-re-
lated air pollution and traffic congestion to develop and implement plans to reduce single-occupant vehicle

commute trips” (Wash. Rev. Code Ann. §§70.94 et seq.).

Nationally, 76 percent of commuters drive to work alone, clogging roadways during the peak travel hours.'
Often, commuters receive inequitable financial benefits, such as free parking spots, but are not offered equiv-
alent benefits for taking transit or car-pooling,.

Washington’s CTR program is a well-regarded example of a state-run Travel Demand Management program.
Such programs seek to reduce single-occupancy vehicle (SOV) commuter trips via by working with employers
and communities in highly congested areas to provide transportation alternatives for commuting. These op-
tions may include car- or van-pooling, telecommuting and taking transit, among others. This policy strategy
supports transit use by incorporating transit benefits, education and promotion into outreach and support
for both employers and employees.

Washington’s CTR requires any county with a designated “Urban Growth Area,” and each city within such
an area with a certain amount of traffic delay, to adopt a commute trip reduction plan. Employers within
an Urban Growth Area, including government agencies, with more than 100 employees who arrive at work
between 6 a.m. and 9 a.m. must participate in CTR, with exemptions for construction and agriculture-related
employers. Employers must have a designated transportation coordinator who regularly distributes informa-
tion about transportation alternatives; must develop a CTR plan with the appropriate local jurisdiction and
must undergo regular reviews and evaluations. Local governments provide technical assistance and services to
help employers achieve the goals, and also may provide outreach and service programs directly to commuters.

For the 2013-2015 fiscal biennium, the state provided 1.5 million in tax credits per fiscal year. These credits
can be used for various purposes, including providing financial incentives to use transit. More than 1,050
worksites and 530,000 commuters statewide participate in the CTR Program.

Several methods are used by employers to reduce SOV trips. Washington operates the nation’s largest vanpools
2,800 vans carry 22,000 Washington commuters every weekday, according to the CTR. Park and ride lots
throughout the state often are over-capacity, highlighting their popularity. However, allowing flexibility to


http://www.wsdot.wa.gov/transit/ctr
http://www.wsdot.wa.gov/Transit/CTR/overview.htm
http://www.wsdot.wa.gov/Transit/CTR/overview.htm
http://www.wsdot.wa.gov/Transit/Rideshare/Vanpool.htm
http://www.dot.state.fl.us/transit/pages/transit2020plan.shtm
http://www.dot.state.fl.us/transit/pages/transit2020plan.shtm
http://togethernorthjersey.com/?page_id=751

reach the program’s goals seems to be a successful hallmark of CTR. A 2006 analysis of data found a diverse

and balanced approach to reducing trips. Data from WSDOT CTR participants notes that employees use a

variety of modes and approaches to reduce drive-alone rates. Transit was
the second most popular replacement mode behind carpooling. Repre-
sentative Judy Clibborn, chair of Washington’s House Transportation
Committee feels CTR “saves commuters, and their families, money.
Parking, gas, and time are all saved by connecting commuters to ex-
isting transit, matching to carpools, or connecting them to van pools.”

The data indicate that CTR has significantly affected participants’ trav-
el behavior. In 2010, the national rate for driving alone was 76 percent,
but Washington’s drive-alone rate was the seventh lowest nationally,
at 73 percent; only 63 percent of CTR drivers drove alone. The CTR
program has helped the state make progress toward its greenhouse gas
reduction goals. The program’s 2013 report to the Legislature notes

\ Representative Clibborn (D) )

that, “Between 2007-2012, CTR-affected employees reduced their annual GHG emissions by an estimated
17,000 metric tons, which is roughly equivalent to the carbon found in 73 railcars’ worth of coal or the car-

bon sequestered annually by 14,000 acres of forest.”

Representative Clibborn, thinks that, “The CTR program works because it uses the partnership with the
private sector and user to meet the needs of individual businesses and regions. It is not a one size fits all. In

some places, a bus pass works; in others, it is a van pool. Using the state dollars to help get people to work in

ways other than an SOV helps congestion for the commuter.”
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http://www.wsdot.wa.gov/NR/rdonlyres/C9C7B232-4D89-4B68-AB7E-4B22FD1C6E47/0/ReduceVMTCommuteOptionsGNB.pdf
http://factfinder.census.gov/bkmk/table/1.0/en/ACS/13_5YR/S0801/0400000US53
http://www.wsdot.wa.gov/NR/rdonlyres/209016AB-3FCB-4B3D-88A6-B3A7331FC540/0/REVISED_CTRFolio2013_WEB.pdf
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Traveling the First and Last Mile: What Are States Doing?

One vexing question for transit systems and riders persists: How to get from where they are to the first transit
stop on a journey—or get from the last transit stop to their actual final destination—if the stop is not nearby,
they are in a hurry or inclement weather threatens.

Known as the “first-last mile” problem, this barrier can discourage transit use and create difficulties for riders.
The Los Angeles County Metropolitan Transportation Authority describes the phenomenon thus: “Public
transportation agencies typically provide bus and rail type services that may frame the core of such trips, but
users must complete the first and last portion on their own; they must first walk, drive or roll themselves to
the nearest station. This is referred to the ‘first-last mile’ of the user’s trip.”

Policymakers and planners are giving more consideration to providing transportation options at transit stops
so riders can reach their final destination safely, conveniently and affordably. Strategies include improving
bicycle and pedestrian connectivity and safety and incorporating public carsharing and public bikesharing
systems at transit stops.

Safe Routes to Transit Programs These programs target investments in and planning of bicycle and pedestri-
an infrastructure near transit stops to facilitate safe walking and bicycling trips to and from transit. Enabling
transit users to reach a stop on foot or by bicycle also can reduce the need for parking and free more space for
housing, shops and services.

The California San Francisco Bay Area Metropolitan Planning Organization (MPO), called the Metropolitan
Transportation Commission, created a Safe Routes to Transit program with $20 million in funding derived
from an increase in bridge tolls. Because the state has sole authority to raise bridge tolls, the California Leg-
islature needed to approve placing a toll increase on the ballot for voter approval. Infrastructure investments
range from secure bike lockers and directional signage to traffic-calming and “safety zones” to ease conflicts
with traffic for those who get on and off the trolley in San Francisco. Senate Bill 468 (2011) expanded this
approach to San Diego by requiring the San Diego area MPO to establish “a safe routes to transit program
that integrates the adopted regional bike plan with transit services.”

Public Bikesharing Systems enable short-term bicycle use; bikes can be checked out and returned at differ-
ent stations to facilitate short, one-way or round trips. Bikesharing systems typically are membership-based,
and many are closely linked with transit stops to help public transit riders complete the “first and/or last mile”
of their trip. In Denver, 31 percent of riders reported combining bikesharing with transit, according to Parry
Burnap, former director of Denver Bike Sharing. A recent analysis of bikesharing and transit use in Minne-
apolis and the District of Columbia by the Transportation Sustainability Research Center at the University of
California found some interesting dynamics. In denser areas, bikesharing may replace transit trips, reducing
stress on the transit system. In the District of Columbia, for example, 47 percent of bikeshare users reduced
their rail use, and 39 percent decreased their bus trips; much of the reduction occurred in denser areas. As
the authors of the study noted, it’s “Substitutive of public transit.” Meanwhile, in Minneapolis, 14 percent
of bikeshare riders increased their light rail rides, using bikeshare as a complement to reach transit for longer
trips.

Thus far, bikesharing systems have attracted many users. As of December 2014, 22,000 bikes were available at
2,266 stations across 68 I'T-based public bikesharing programs in the United States. Several states—including
Colorado, Florida, Hawaii, Maryland and Virginia—have financially supported public bikesharing programs.
In the Washington, D.C., region, state actions were instrumental in creating and expanding Capital Bike-
share, a multi-state bikesharing system serving the District of Columbia region.


http://media.metro.net/projects_studies/sustainability/images/path_design_guidelines_draft_november_2013.pdf
http://tsrc.berkeley.edu/sites/default/files/Evaluating%20Public%20Transit%20Modal%20Shift%20Dynamics%20in%20Response%20to%20Bikesharing.pdf

In Virginia, Arlington County received $250,000 from the state Department of Rail and Public Transporta-
tion to start a bikesharing pilot program. Chris Hamilton, Commuter Services Bureau Chief for Arlington
County, reports that the funding is credited with attracting private and county funding and the eventual
creation of Capital Bikeshare. Arlington County has completed a Capital Bikeshare transit development plan
modeled after Virginia’s Transit Development Plans. The hope is that this plan will position Capital Bikeshare
to be eligible for the same funding and assistance available to other transit systems. In 2012, the Maryland leg-
islature included $250,000 in its capital bonding bill for Montgomery County to place bikesharing stations at
all Metro stations in the county and at other locations to help extend mobility options throughout the region
and link with Capital Bikeshare (Maryland Senate Bill 151 of 2012). The county also successfully applied for
a $1 million grant from the Maryland DOT to help expand the system.

Public Carsharing Programs also can help provide first-last mile mobility. Carsharing is a membership-based
service that allows an individual to use a vehicle by the minute or hour for short trips. Typically, carsharing
includes access to an insured vehicle from a predetermined location, a certain number of miles and, in some
cases, free dedicated parking. Traditional carsharing uses vehicles provided by a carsharing organization. An
offshoot of this concept, personal or peer-to-peer (P2P) vehicle-sharing, allows a person to rent his or her car
when it is not in use. As of July 2014, 23 carsharing operators existed in the United States with more than 1.3
million members and 19,115 vehicles.

In 2011, the California Legislature linked carsharing explicitly with Transit Oriented Development via Senate
Bill 310, which created the Transit Priority Program (TPP). The intent of TPP is to reduce vehicle miles trav-
eled by promoting development that supports transit use (Cal. Government Code §65470). If a city or county
adopts a TPP ordinance and the project is within a half-mile of a public transit station, a development then is
eligible for reduced permitting costs, expedited review, and increased density and height allowances. The law
provides that, if a carsharing program is available in the city or county, a TPP development project must pro-
vide for carsharing onsite or nearby; the developer must provide one carsharing vehicle for the first 20 units,
and one for every 50 thereafter. Hawaii recently enacted legislation clarifying the taxation for a carsharing
organization; the charge is 25 cents per half-hour that a vehicle is rented by a carsharing organization, and will
be capped at the current level of the rental motor vehicle surcharge tax (Hawaii Senate Bill 2731 of 2014).
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Offering Tax Incentives to Employers for
Commauter Benefits. Much of the traffic con-
gestion, fuel consumption and air pollution in
Americas cities is the result of commuting. As

that provide commuter benefits (Table 3). Cal-
ifornia, Colorado, Maryland, Minnesota and
Washington provide such benefits to commut-
ers who use public transit options.

discussed earlier, transit use is increasing, but
5 . California and Colorado allow deductions
more than 75 percent of commuters are still , ) o
. from employers’ taxable income for subsidiz-
driving alone. Under federal tax law; employers i . ! ) ]
. ing ridesharing and transit passes. Connecti-
can encourage their employees to try alterna- _ _
) ’ X cut, Delaware, Georgia, Maryland, Minnesota
tives by offering them tax-free transit, vanpool, : i .
: : . and Washington offer tax credits that directly
parking or bicycle commuting benefits, up , o )
o : reduce employers’ tax liability for a portion of
to certain limits. These benefits are designed
the amount they spend on such benefits. Del-
to ease rush hour on the roadways, but by , i
. awares law acknowledges low-income work-
offering more ways for employees to save .
. ers; there, employer travel assistance programs
money on commuting costs and taxes—and . ) )
. . must focus on reducing commuter trips during
also expanding travel options—they can help )
. ) peak travel periods, unless they target welfare-
improve job access.
to-work employees.

At the state level, legislatures in at least eight
states have enacted tax incentives for employers

Table 3. State Tax Incentives for Employers that Offer Commuter Benefits

Tax Tax Share of Limit Total Limit Eligible Commuter Benefits
Credit Deduction Employers’ Per Per Year
Direct Costs Employee
California Cal. Revenue and Taxa- X Carpool, vanpool, subscription
tion Code §24343.5 taxipool, private commuter buses,
public transit; facility improve-
ments that encourage walking,
bicycling, or any of the other
options listed above
Colorado Colo. Rev. Stat. §39- X Carpool, vanpool, public transit
22-509
Connecticut | Conn. Gen. Stat. Ann. X 50% $250/year $1.5 State-approved traffic reduc-
§12-217s; Conn. Gen. tion programs and services, for
Stat. Ann. §13b-38p million businesses with at least 100
employees
Delaware Del. Code Ann. tit. 30, 10% or a mea- $100,000 State-approved pro- grams that
§§2030 et seq. sure of commute focus on peak travel periods, un-
trip reduction less targeted to welfare- to-work
employees
Georgia Ga. Code Ann. §48- $25/year (flat Federally qualified transportation
7-29.3 rate) fringe benefits
Maryland Md. Environment 50% $50/month Vanpool, public transit, guaran-
Code Ann. §2-901; Md. teed ride home
Tax. Code §10- 715
Minnesota Minn. Stat. Ann. 30% Private van or bus for hire, public
§290.06[28] transit
Washington | Wash. Rev. Code Ann. 50% $60/year Carpool, vanpool, public transit,
§§82.70.010 et seq. membership- based car-sharing
programs, walking, bicycling

Source: NCSL research, 2015.
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http://www.irs.gov/publications/p15b/ar02.html#en_US_2014_publink1000193740
http://www.irs.gov/publications/p15b/ar02.html#en_US_2014_publink1000193740
http://www.irs.gov/publications/p15b/ar02.html#en_US_2014_publink1000193740
http://www.leginfo.ca.gov/cgi-bin/displaycode?section=rtc&amp;group=24001-25000&amp;file=24341-24383
http://www.leginfo.ca.gov/cgi-bin/displaycode?section=rtc&amp;group=24001-25000&amp;file=24341-24383
http://www.leginfo.ca.gov/cgi-bin/displaycode?section=rtc&amp;group=24001-25000&amp;file=24341-24383
http://delcode.delaware.gov/title30/c020/sc04/index.shtml
http://delcode.delaware.gov/title30/c020/sc04/index.shtml
http://delcode.delaware.gov/title30/c020/sc04/index.shtml
http://www.mgaleg.maryland.gov/webmga/frmStatutesText.aspx?article=gen&amp;section=2-901&amp;ext=html&amp;session=2015RS&amp;tab=subject5
http://www.mgaleg.maryland.gov/webmga/frmStatutesText.aspx?article=gen&amp;section=2-901&amp;ext=html&amp;session=2015RS&amp;tab=subject5
http://www.mgaleg.maryland.gov/webmga/frmStatutesText.aspx?article=gtg&amp;section=10-715&amp;ext=html&amp;session=2015RS&amp;tab=subject5
http://www.mgaleg.maryland.gov/webmga/frmStatutesText.aspx?article=gtg&amp;section=10-715&amp;ext=html&amp;session=2015RS&amp;tab=subject5
http://www.mgaleg.maryland.gov/webmga/frmStatutesText.aspx?article=gtg&amp;section=10-715&amp;ext=html&amp;session=2015RS&amp;tab=subject5
https://www.revisor.mn.gov/statutes/?id=290.06
https://www.revisor.mn.gov/statutes/?id=290.06
http://apps.leg.wa.gov/rcw/default.aspx?cite=82.70
http://apps.leg.wa.gov/rcw/default.aspx?cite=82.70
http://apps.leg.wa.gov/rcw/default.aspx?cite=82.70
http://apps.leg.wa.gov/rcw/default.aspx?cite=82.70

State-Local Nexus

Successful public transportation is often predi-
cated on strong partnerships between states and
municipalities, counties and transit agencies.
Collaboration among state, local and regional
governments helps to ensure that the needs and
concerns of all citizens are addressed.

One of the most common and successful ap-
proaches to coordinating regional interests is
to create regional transportation authorities
(RTAs), sometimes called regional transporta-
tion districts or regional transportation coun-
cils. These public organizations can establish a
coordinated effort among municipalities, cities
and counties within a single region to create
transportation solutions. Often established un-
der statutory authority or via legislative approv-
al, RTAs enhance a region’s ability to work with
state. DOTs and lawmakers. In many states,
RTAs are eligible for funding directly from the

state, and some are also supported by localities.

In some cases, RTAs are granted taxing au-
thority in order to provide funding to meet the
public transportation needs of those who work
and live in their district. A similar approach is
a local-options sales tax. This taxing authority
can be used in conjunction with a number of
infrastructure projects but often is associated
with transportation.

Denver’s RTD levies a 1 percent sales/use tax,
which provides nearly 70 percent of its reve-
nue. JIowa Regional Transit Districts, available
to counties of at least 175,000 people, have the
power to implement a property tax of up to
95 cents per $1,000 of assessed value; munic-
ipalities also have this authority, but it cannot
be used in conjunction with an RTD levy. The
Chicago RTA and the Metro-East Mass Transit
District in Illinois are permitted to levy sales

taxes in various counties.

In Arizona, Maricopa and Pima counties are
permitted to levy a one-half cent sales tax to
support public transportation projects. Five
metro-region counties surrounding Minneap-
olis/St. Paul have implemented a one-half cent
sales tax intended to support transit. Utahans
in the Salt Lake City region provide nearly 65
percent of the funding for the Utah Transit Au-
thority via a one-half to two-thirds cent sales
tax. In 2014, the Indiana legislature passed SB
176, allowing counties to put to a vote an in-
crease to the income tax rate of between .10 per-
cent and .25 percent to fund approved public
transportation projects. In 2013, the Colorado
legislature, with SB 48, allowed municipalities
and counties to spend on transit projects 15
percent of the portion of revenues they receive
from the highway users tax fund.

N

/
Up For Debate
Georgia legislators grappled with the idea of allowing an
increase in the state’s local-option sales tax. Language
was added and subsequently removed from HB 213 to
allow certain counties to put to a vote an increase to their
1 percent local-option tax. The bill also would remove re-
quirements regarding spending limits of the tax revenue
on capital vs. operations costs.

~

/
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https://www.colorado.gov/pacific/sites/default/files/DR1002.pdf
http://www.rtd-denver.com/transitEconomics.shtml
http://www.rtd-denver.com/transitEconomics.shtml
https://coolice.legis.iowa.gov/cool-ice/default.asp?category=billinfo&service=iowacode&ga=83&input=28M
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http://www.revenue.state.il.us/Businesses/TaxInformation/Sales/mass.htm
http://www.revenue.state.il.us/Businesses/TaxInformation/Sales/mass.htm
https://iga.in.gov/legislative/2014/bills/senate/176#document-a0440e18
https://iga.in.gov/legislative/2014/bills/senate/176#document-a0440e18

STATE CASE STUDY A Streetcar Called Determination

A little over a decade ago, the citizens of Tucson and Pima County in Arizona were at a transportation
crossroads, having rejected two transportation plans in 2002 and 2003, respectively. From those failures
came a coalition that led to creation of a Regional Transportation Authority (RTA) for Pima County and
eventually, in 2014, the unveiling of the popular Sun Link Streetcar.

Sun Link rose from the ashes of two failed city transportation plans in the early 2000s, one top-down and
road-heavy, and the other bottom-up and transit-heavy. At that point, future state Senator Steve Farley
and a coalition of local stakeholders who were interested in improving transportation gathered and began
brainstorming solutions. They eventually coalesced around the idea of forming a regional transportation
authority to administer a multimodal plan funded by a countywide half-cent sales tax.

In many states, including Arizona, the legislature must approve creation of and funding for RTAs; thus,
Pima County needed the approval of the Legislature. In 2004, the Arizona Legislature enacted HB 2507,
which authorized Pima County to form an RTA and to hold an election for a 20-year regional transpor-
tation plan and a 20-year transportation tax. After 18 months of hard work from a broadly diverse citizen
committee, a compromise plan was developed and, for the first time in decades of trying— thanks to former
rivals working together—the plan and tax were approved by Pima County voters by a 3 to 2 margin in May
2006.

The genesis for the streetcar and its route came from future Senator Farley (D) (first elected as a state repre-
sentative in November 2006 ), when he noted that his transit colleagues’ failed 2003 transit initiative actu-
ally won overwhelmingly among voters in the core city. “The rest of my activist friends were ready to throw
in the towel after our defeat, but I saw a clear path forward for high-capacity rail transit in Tucson’s central
city, an economy-boosting project that would serve as proof of concept for a wider system,” Farley said.

Sunlink Street Car photo courtesy of Senator Steve Farley
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Although his original concept was a much longer light-rail system,
Farley refocused on the desire for transit in denser downtown and f
adjoining areas and successfully obtained inclusion of the Sun Link
streetcar project in the 2006 plan. Sun Link went into high gear with
approval of the RTA sales tax, and the final piece of the funding puzzle
was put in place with the award of a $63 million federal Transpor-
tation and Infrastructure Generating Economic Recovery (TIGER)
grant program in 2010—the largest single project grant in the first
TIGER year.

. . S . Senator Farley (D) J
Fast-forward to 2015. Tucson is Arizona’s second largest city and, ac- \ !

cording to the RTA, 100,000 people live and work within a half mile

of the Sun LinK’s 3.9 mile route. The Sun Link streetcar now connects the University of Arizona, downtown
Tucson, the Mercado District, and many of the other most important employment and cultural centers in
the city. To date, ridership has exceeded the projected weekday projection of 3,600; riders average more
than 4,000 on weekdays, and more than 1 million people have used the service since it opened in late
summer 2014. However, ridership for the overall transit system has declined, which may impact future
expansion efforts.

Perhaps even more impressive is the amount of private investment that the Sun Link has helped catalyze
in close proximity to the streetcar route; the RTA estimates $800 million in private development has oc-
curred within three blocks of the four-mile route. “We have seen nearly $1 billion in new development and
thousands of new jobs in the middle of the worst recession in Arizona history, all directly attributable to
our investment in the streetcar,” said Farley. Many of the most vocal skeptics of the streetcar have had their

doubts quelled by the success of the Sun Link thus far.

Streetcar systems, which run on fixed tracks in mixed traffic, have been subject to criticism from some
skeptics for their low speed and volume. Some feel they essentially serve as purely economic development
tools rather than legitimate transportation options. However, a recent analysis by Citylab noted that Tuc-
son’s Sun Link runs more frequently (every 10 minutes during weekdays from 9 a.m. to 6 p.m. and every
15 to 30 minutes on nights and weekends) than most U.S. streetcar systems, and ridership numbers have
surpassed expectations thus far.

What about the future? Farley says, “While it was a tough 15-year struggle to build this streetcar, its phe-
nomenal success has changed the conversation from whether to build the streetcar to where to build it
next.” The Pima Association of Governments, which runs the RTA, has studied possible future expansions
to the Sun Link. Already, private companies are developing public private partnerships to build streetcar
extensions to extend the benefits throughout the city.
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http://www.citylab.com/commute/2014/09/overall-us-streetcars-just-arent-meeting-the-standards-of-good-transit/379516/
http://www.pagnet.org/documents/transportation/PAGHCTSS-2009-09-ExecSummary.pdf
http://www.pagnet.org/documents/transportation/PAGHCTSS-2009-09-ExecSummary.pdf
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