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EXECUTIVE SUMMARY

Financing transportation needs is of increasing importance to
state governments. The traditional foundation of financial support
for mass transit projects, federal funds with local government
match, is changing rapidly, and the states will be required to play
many important roles in this process.

The specific focus of this study is to describe the direct and
indirect roles of state government in financing public
transportation and to identify significant trends and innovations.
Unfortunately, the treasuries at all levels of government are being
strained to capacity, at a time when the demand for public
transportation continues to increase. A balanced approach to
resolving this dilemma is necessary, and the state role is important
because decisions made at this level will be pivotal in determining
the scope and agenda of mass transit projects throughout the coming
decade. Many states are already financing mass transportation
projects directly, but the impact of state government is being felt
in many other ways as well.,

The Council's survey of state transportation directors
concerning state involvement in financing mass transit demonstrates
several key findings.

@ The Current Transit Financing Situation Will Require Immediate
State Attention:

In the 1980s, transportation costs will continue to increase in
tandem with declining revenues. Older transit systems in the
Northeast and Midwest need immediate infusions of funds to sustain
present levels of service, and many cities need new or expanded
transit systems. The Surface Transportation Act of 1982 increased
highway monies and required other transit reforms but also increased
state matching fund requirements in order to be eligible for federal
aid. The states have responded, and many substantially increased
operating subsidies. States will continue to play an increasingly
important role in financing transportation and eventually become an
equal member in the local/state/federal partnership.

® Increasing State Support of Tranmsportation:

Historically, state financial support of tramsit projects has
not been great. However, there is a definite trend toward more
direct and indirect state assistance in the area of transportation.
In fact, total state support has increased every year since 1971
(with the exception of 1975). The general fund has been the primary
source of these revenues, in addition to a variety of dedicated
taxes. Other traditional means are also employed, but a variety of
non-traditional and innovative methods are being attempted as well.
These include public/private ventures, new bonding mechanisms,
earmarked lottery funds, and local option taxes.
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e Trend Toward Authorizing Local Taxing Authority:

An indirect means of state involvement in financing of mass
transit is the passage of enabling legislation which allows local
entities to raise funds. With reduction in the level of federal
assistance, prohibitions on local taxing authority are being removed
in many parts of the country although some resistance remains.
Taxes frequently used at the local level include fuel, transit,
payroll, income, and hotel/motel taxes. Another significant trend
is the movement toward limited purpose special transit districts.
These independent governmental entities (which often have corporate
status) exist in 23 states and their numbers continue to increase.
These districts are typically formed through state legislation and
municipal ordinances; however, a few states have created such
districts through an executive order or public referendum.

e Movement Toward Public/Private Ventures:

In recent years, the private sector has played an increasing
significant role in transportation as the economic importance of
infrastructure has become apparent. Although many examples of this
type of partnership have occurred at the local level, the viability
of this concept along with the potentially large economic and
financial benefits has attracted the attention of many state
leaders. Only a few states (Washington is an example) specifically
prohibit joint relationships. The success of many existing projects
has caught the attention of state officials and several are already

moving in this direction.

® Services Will Be Reduced as Costs and Taxes Continue to Increase:

Within the next two years, nearly half the states will reduce
transit services. The number of both urbanm and rural routes are
scheduled to be cut back, along with off-peak hour services.

Significantly, eight states will reduce service provided to the
elderly and handicapped, while several others will cut back on
paratransit services.

Simultanously, fares, fees and taxes will generally go up,
along with the state commitment of general fund dollars. As a cost
saving measure there is a definite trend toward part—-time labor and
many existing labor contracts will be renegotiated. The outcome of
the later have a great impact on transit costs through the balance
of the decade.

e The Future State Role in Financing Mass Transit Is Encouraging:

State involvement in transit has been impressive. Even though
14 predominately Southern and Western states still provide no
assistance toward mass transit, the trend is clearly in the opposite




direction. National and state transportation policies are needed
and, in some instances, legal barriers must be removed. Perhaps
even more importantly, the public must be educated as to the
importance of adequate transportation and the cost which must be
incurred if this service is to be provided. Public opinion will
influence legislative support and ultimately the scope of
transportation provided in future years.

As part of this project, four case studies were selected in
order to provide more specific information on transit operations and
programs in each region of the country. The sites chosen by the
Council's Advisory Task Force include Washington, New York, Illinois
and Florida. The following is a brief synopsis of each study and
the prospects for transferability to other regions.

e Metrorail.....Florida's Elevated Rail System:

Dade County Florida, an area encompassing the City of Miami,
has begun operation of the state's first elevated rail line and will
soon connect that system with a downtown people mover. This
achievement will represent the only system in the world that
integrates a rail, bus line, and people mover network.

The project was financed through a combination of bonds, safe
harbor leasing, state, municipal and county funds, along with
federal matching dollars. Although the system opened the first leg

in May 1984, a tremendous amount of growth and development has
already begun along the guideway and the potential to finance the
system (in part) through assessment of these private ventures
appears to be promising.

The future of the system will be contingent upon local support
and acceptance and the abililty to secure dependable revenue sources
to support the guideway. However, several new initiatives are being
discussed, and it appears that Metrorail could become one of the
most successful transit systems in the nation.

® New York Service Contract Bonds:

The New York State Metropolitan Transportation Authority (MTA)
has developed a five-year capital plan to overcome its huge backlog
of deferred maintenance. To help finance this program, the state
legislature authorized the MTA to issue service contract bonds that
are secured solely by annual appropriations of state capital aid (up
to $80 million per year). The MTA raised $497 million and expects
to raise a total of $673 million through the sale of these long term
bonds .

The service contract bonds have facilitated the MTA's rapid
advance on its immediate capital needs. Other states may also find
contract bonds to be beneficial particularly those which have large




immediate capital needs which cannot be met through traditional
methods of debt financing.

o Legislative Reform of Illinois Regiomnal Transportation Authority:

The Illinois Legislature, with the political support of Chicago
area leaders, rescued the Regional Transportation Authority (RTA)
from the verge of collapse and, in the process, initiated a sweeping
series of reforms. The RTA, which serves Chicago and its
surrounding counties, had been inefficient and nearly insolvent.
Reforms included a rationalized fare policy, a mandated 50 percent
farebox recovery ratio, $75 million state subsidy to provide
stability, increased cost containment through stronger management
and improved labor productively, and improvements in labor
contracts. The structural changes included a more effective RTA
board which has authority for financial oversight, determination of
fare and service levels, and the ability to levy a sales tax to
support the system.

Many transit authorities encounter problems similar to those in
Il1linois and the solutions which were shaped and molded through the
legislative process have a great deal of applicability to other
systems throughout the nation.

e Washington's Transit System:

The system of mass tranmsit finance that has evolved in
Washington provides simple, reliable funding for mass transit
throughout the state, with the emphasis on local funding and local
decision-making. State law provides local government with statutory
authority to create special transit jurisdictions. The local area
is able to choose from a number of organizational options the type
of jurisdiction that best suits its transit service needs and
revenue capabilities, The state has granted the local areas a
number of special revenue options. Subject to certain restrictions,
a local area can impose: a sales and use tax of up to .6 percent;
household or business and occupation taxes, including a tax on
households of up to $1 a month; a business tax on the value of
products, gross income, or gross proceeds from sales of a business;
and a flat percentage utility tax on business and households. A
local government may also appropriate monlies from its general fund
for transit.

To supplement the revenues generated locally within the tramnsit
service area, the state makes a portion of its Motor Vehicle Tax
(MVET) available to the local areas. The MVET is a state
administered 2.2 percent tax on the fair market value of motor
vehicles, To obtain MVET funds the local areas must provide a
dollar-for-dollar match., Other than requiring that the funds be
dedicated for tansit purposes, the state has little to say in how
the local areas use the MVET monies and revenues raised from the
special local tramsit taxes.




The system of transit finance in Washington provides two
unusual characterstics--reliability of funding and local control.
On average, over 75 percent of local systems revenues come from
steady predictable, non-federal sources: the local revenue sources
(including the special transit taxes, farebox revenues, and other
miscellaneous total revenues) and MVET funds. Avoided are yearly
political conflicts and maneuvering for funds during the state
budgetary process. Knowing fairly well what level of revenue they
can expect, the local transit systems are able to implement improved
operational and capitol planning and achieve system continuity over
a longer period of time.

The low level of state involvement in decision-making and in
the distribution of funds characteristic of the Washington system
offer additional benefits to the state and to local tramsit
jurisdictions. At the state level few resources have to be
allocated to monitoring lower-level detail in transit policy. At
the local level the transit systems may forego reporting,
documentation, and the provision of managz2rial and system
performance information to the state. The local system can focus
its resources on providing transit services.







I. INTRODUCTION

This study investigates how states finance public mass transit,
including traditional funding sources as well as options for future
consideration, such as public/private cooperation. It is written in
the context of the current fiscal condition of the states, which is
very tight. While the economic forecast varies from state to state,
none projects a future of growing surpluses and overflowing coffers.

What does this general economic picture portend for the
future of public mass transportation in the United States? A recent
report on the Rhode Island Public Transit Authority (RIPTA) warned:
"It should be emphasized that RIPTA is rapidly approaching a grave
financial situation. Financial policies and follow-up actions are
needed no matter what happens with federal operating aid.” The New
York State Department of Transportation's 1982 annual report stated:
“"The major transit systems of the state are faced with large
deficits in the coming year due to shortfalls in anticipated state
dedicated tax revenues ... as well as declining federal aid, and a
reduced local constant dollar commitment.” These two statements
reflect the transit financial situations of the other 49 states and
the District of Columbia.

Several factors have contributed to the crisis in public
transit. Rising labor costs, deferred maintenance, fare structures
that do not reflect actual costs, rapid service expansion,
short-range piecemeal transit planning, skyrocketing capital and
operating costs, suburban migration, rush hour ridership, local
resistance to local transit subsidization, and the use of transit to
meet other social goals are only a few of the interrelated reasons
for the growing transit deficits., It is also contended that the
increasing federal transit subsidies of the 1970s led to local
operating inefficiencies. These and other contributing factors to
the transit dilemma stress the need for comprehensive, multifaceted
solutions in which state governments can play the major role. The
RIPTA report emphasizes this point, recommending that: "... a
wide-ranging effort is needed, including cost-saving steps and
revenue—generating mechanisms. No single change will be
sufficient.”

It is beyond the scope of this single study to address all the
factors necessary to fashion comprehensive solutions to tramnsit
planning and finance; however, many other recent studies discuss
various aspects of the problem. Notable among these are the Urban
Institute's 1979 study, Financing Transit: Alternatives for Local
Government; the Rice Center's Guide to Innovative Financing
Mechanisms for Mass Transportation; the American Association of
State Highway and Transportation Official's annual Survey of State
Involvement in Public Tranmsportation; and American Public
Transportation Association's 1982 report, An Overview of State
Transit Funding.

Seeking to use these and other existing resources and to avoid




duplication of effort, this study focuses on a single, but crucial
element of the transit solution--state transit financing mechanisms.
We do so on the basic premise that public transportation is a public
good, benefiting the entire community and, therefore, deserving the
support of all levels of government.

With cutbacks in federal aid to transit, some of the resulting
financial burden ultimately falls on the state and local
governments., Even states which have previously declared transit to
be a local responsibility now acknowledge that the state is quickly
becoming the only entity capable of filling the transit financial
void.

Studies of state participation in transportation have found
increasing state activity. For example, a recent survey by the
American Association of State Highway and Transportation Officials
(AASHTO) found that 31 states contribute operating assistance and 32
states provide some capital funding. This trend is borne out by our
findings.

As the financially hard-pressed states face this new transit
burden, they must look beyond the traditional revenue sources for
innovative methods and mechanisms. To identify new methods and to
assess the present levels of state financial support for transit, a
comprehensive survey (see Appendix A) was sent to the transportation
directors of all 50 states. This survey was conducted with advice
and direction from a task force comprised of state legislative
leaders, state and local transportation officials, and nationally
recognized transportation experts. Information was received from
all states but Alaska. The responses varied considerably, but the
data provide basic information about the extent of state involvement
in mass transit., The results of the survey are presented in tables
which accompany the text.

In addition to the surveys, CSG conducted four case studies
that examine mass transit problems and solutions in various regions
of the country. The case studies were chosen for their relevance to
the larger picture, timeliness of the developments in each location,
and applicability to other states., Four very different types of
cases are represented but each contains a common thread--the
important function of state government in mass transportation.

The survey and the case studies will be referred to throughout
the report in order to provide examples. A state-by-state summation
of important transit finance data, a copy of the survey instrument,
key remarks from task force meetings, and the case studies are
included in the report. The information should contribute to
improved policy-making among state government le-aders.




I1., THE CURRENT FINANCING SITUATION

Transportation in the United States during the 1980s faces a
dilemma of rising costs and declining revenues. This is the case
for both highway and mass transit systems, and while varying in
substance and degree from state to state, it holds true nationwide
for both urbanm and rural systems. Mass transit systems,
particularly the older systems of the Northeast and Midwest, need
immediate infusions of money for structural repairs and to replace
antiquated equipment.

The situation causes political and economic problems for the
states, which are increasingly expected to shoulder a larger
financial role in the transportation partnership. The goal of the
current federal administration is to phase out completely federal
mass transit operating assistance, and localities everywhere are
looking to the states to fill the revenue gap caused by the
declining federal dollars and increasing transit deficits.

The 1983 Maryland State Report on Transportation said: "During
the past decade, major changes in program responsibilities have
taken place, particularly the substantial increase in state-funded
transit operating subsidies.” The 1982 New York annual report on
public transportation found the state doubly hit by decreases in
federal and local transit assistance. Local and state aid for
transit operations in New York had been an equal match through 1979.
By the end of 1982, the state share of the match had increased from
6.5 percent to 17 percent, while the local match had decreased from
6.5 percent to 4 percent. This situation is not unique to Maryland
and New York.

The landmark U.S. Surface Transportation Assistance Act of 1982
(STAA) increased money flowing into the Highway Trust Fund and
enacted other reforms in highway and mass transit finance. The act
likewise increased the state matching fund requirements. Some of
the STAA's other reforms, such as the Buy America provisions and the
10 percent minority business requirement, will contribute to a
weightier role for state governments.

Several other factors, in addition to decreases in federal and
local assistance, also have contributed to the present situation
facing the transit industry. Transportation operational planning
has generally been short-range and piecemeal. Many reduced fare
plans were implemented during the 1970s, and fare structures in
general did not keep up with the increased costs of operations.
Labor costs have risen astronomically, due to increasing wages and
benefits, decreasing labor productivity, and restrictive labor
agreement provisions. Transit routes and service have not changed
in response to changes in transit ridership patterns.

As states assume a larger share of transportation costs, they
must seek additional revenues from traditional sources, such as
dedicated taxes, vehicle registration and license fees, bond issues,
highway user taxes and tolls. And, in addition, states need to




explore new funding sources such as local option taxes, special
assessment districts, taxes on private entities such as oil
companies, public-private ventures, earmarking lottery funds, and
new bonding mechanisms.

The state of Washington has local option retail sales and motor
vehicle excise taxes dedicated exclusively to transit capital and
operating support. Oregon has a local option Self Employment Tax
levied on the net earnings from self-employment of individuals
working within special transit districts. Several states, such as
Virginia and Florida, have contracted out to private operators to
provide commuter van-pool services. New York has implemented
Service Contract Bonds, which are special issues of the New York
Metropolitan Transit Authority backed by state appropriations and
are used to finance a portion of New York's transit capital
programs. Arizona and Pennsylvania have earmarked a percentage of
their state lottery proceeds for transit and road repairs.

States are also looking beyond revenue-raising mechanisms to
resolve transit problems. Several states are in the midst of or
already have renegotiated labor contracts. Fare structures are
being raised to more accurately reflect system costs, and perhaps
most importantly, states are making state transit subsidies
contingent upon system financial and operating performance
standards, and minimum farebox recovery ratios.

Other cost reduction ideas include the movement in New
Hampshire toward increased coordination with private carriers and
not-for-profit human services transportation providers. The state
also puts emphasis on preventive maintenance programs, performance
evaluation, and reduced administration and overhead. Applying
microcomputers to rural transit systems for cost allocation, fleet
maintenance, routing and scheduling, and accounting 1is significantly
reducing cost in New Hampshire.

Maryland legislation requires that 50 percent of operating
costs be generated from fares and other operating revenues. This
policy applies to rail and bus operations in Baltimore, rail and bus
operations in the Washington, D.C. area, and state commuter rail
operations. In addition, the Maryland Transportation Authority has
established a program of replacing 80 buses per year at an estimated
cost of $13 million per year. This program will gradually reduce
the average age of the bus fleet and also allow the establishment of
cost—effective and programmed maintenance procedures based on a
l12-year life cycle and a six-year average age for the entire fleet
by the end of the decade.

Arizona is attempting to increase transit efficiency through
transit management workshops in rural areas and increase revenues
through an advertising program.

Other programs receiving serious consideration but not yet
implemented include:




@ The Oregon Lottery Committee has filed a petition with the
secretary of state, seeking a state lottery. Proceeds would be
dedicated to funding public transportation throughout the state.

The profits have been estimated by the legislature's revenue office
at over $40 million the first year, leveling off to more than $30
million annually. In addition to providing funding for general
public transit support, the lottery proceeds would also be dedicated
to transportation operated for the benefit of senior citizens and
the handicapped.

e New York officials are formulating a proposal for cost-
sharing whereby users, local governments, and the state would be
responsible for set shares of transit operating costs. However, the
outlook for this proposal is unclear since there is resistance
to the high cost increases of local transit operations over the next
few years.

e Vermont is considering allocation of surplus contingency

funds to public transportation operators for use as local match for
capital acquisition within federal transit programs.

Direct State Funding

States provide money for transit either directly or indirectly.
Direct state funding takes two forms: money for capital costs and
money for operating costs. Capital costs are those expenses
incurred when transit systems require updating or expansion. Such
capital funds are required, for example, to purchase new buses or
subway cars, and are very high when systems are being established or
expanded to accommodate new population growth.

Operating costs, on the other hand, are expenses incurred
during the day-to-day operation of the transit system, such as labor
costs, minor repairs and upkeep, and fuel costs. Over 50 percent of
these costs are paid for by state and local governments. Before
states can take on a larger percentage of operating costs, in
addition to the capital costs which have traditionally been paid for
by federal subsidies, new sources of revenue have to be found.

Total direct support from states has increased since 1971
(each year except 1975), and was estimated at $2.3 billion for 1983.
Direct support can take the form of grants, taxes, bonds and general
fund allocations. As states are expected to contribute more and
more of the funds necessary for transit systems to survive, however,
direct support must either be increased or alternative sources of
revenue located. Currently, the highest levels of state capital
assistance can be found in New York ($86.6 million), New Jersey ($84
million), Washington ($54.2 million), Illinois ($51.4 million) and
Maryland ($41 million).

The largest state commitments to operating assistance are in
New York ($496 million), Pennsylvania ($201 million), Maryland ($134
million), New Jersey ($121 million), Massachusetts ($113 million)




and Michigan ($59 million). In order to boost transit revenue, New
York passed a 2 percent tax on the gross receipts of the major oil
companies which did business there in 1980. This Gross Receipts Tax
(GRT) was intended to, “"improve the stability of transit financing
by providing permanent, predictable and inflation-sensitive aid."”

In 1981, a group of dedicated taxes was passed in New York to
finance transit: a revised GRT, a sales tax, a unitary tax (since
repealed), a long lines tax, and a New York City Capital Gains Tax.

In addition to dedicated taxes, states can also allocate a
portion of their general fund to finance transit, and an increasing
number are beginning to do so. Likewise, several types of bonds,
particularly revenue and general obligation bonds, may be issued to
raise revenue.

Each of these types of funding has its drawbacks. Sales taxes,
for example, tend to be somewhat regressive, meaning that lower
income consumers must pay a higher percentage of their income than
their wealthier counterparts. General fund appropriations tend to
vary widely even though there is a built-in sensitivity to
inflation. Other dedicated taxes, such as those enacted by New
York, may be more stable than genmeral fund appropriations, but court
challenges have left the status of the funds in doubt.

The Council survey of state transportation directors discovered
several trends in direct state funding. Fourteen states now use
general fund dollars to support capital programs. The percentage of
total capital funding this assistance represents ranges from 100
percent in 11 of the 14 states, to 3 percent in Illinois. Florida
and Massachusetts supplement their capital assistance programs with
revenue derived from fees and, in the case of Florida, a dedicated
fuel tax. Only one state, Arizona, received 100 percent of its
capital funds from a lottery. Delaware derives both operating and
capital funding exclusively from tolls, while Arkansas uses a
dedicated corporate tax and Indiana a dedicated sales tax for
support of operating and capital functions.

General obligation bonds are the primary source in Connecticut
(100 percent), Illinois (97 percent), New Jersey (34 percent),
Pennsylvania (100 percent), and Rhode Island (100 percent); while
Michigan receives nearly one-fifth of its capital funds through
revenue bonds.

Fees are an important revenue source in five states (Florida,
Maryland, Massachusetts, Michigan and Wisconsin), while eight states
use a variety of dedicated taxes. Among these, the fuel tax is the
most popular, as California (63 percent), Maryland (43 percent),
Michigan (40 percent), Tennessee (100 percent), Virginia (100
percent) and Wisconsin (65 percent) have designed it as their
primary source of capital funds. Nineteen states provide no capital
assistance.

On the other side of the coin, 16 states use a portion of their
general fund revenue to provide operating assistance. Eleven of




those states tap general fund money exclusively for this function.
No state reported using bonds for this purpose. Only five
states——-Maryland (24 percent), Massachusetts (20 percent), Michigan
(28 percent), Nebraska (7 percent) and Wisconsin (35 percent)--
relied on fees; while four--Connecticut (48 percent), Florida (30
percent), Maryland (50 percent) and Oregon (26 percent)==-indicated a
significant amount of assis .ance from farebox revenue.

Many states have a variety of dedicated taxes which are used to
provide operating support. California (100 percent), Indiana ('00
percent), Michigan (23 percent), Nebraska (6 percent) and New York
(13 percent) rely to varying degrees on the sales tax. Fuel taxes
are used as a source in nine states, with Montana, Tennessee and
Virginia depending on it exclusively. Cc -porate taxes are used in
three states, while Oregon reported a strong reliance (52 percent)
on a payroll tax. Although operating aid in New York comes from a
combination of revenue sources, it is noteworthy to point out that 5
percent is received from a unitary tax and 6 percent from a long
line tax.

Indirect State Funding

In recent years, indirect state funding has gained favor as a
means of financing transit. This type of "funding"” is actually
state legislation which allows local entities, cities, counties or
trans’t districts, to raise their own funds to pay for transit.
Sources of revenue can vary but usually result in some form of tax
such as income, property and sales.

Invariably, local citizens will pay the preponderance of
operating costs for local transit systems. Of total operating
revenues, /0 percent comes from fares plus other revenues generated
by system operations (like advertising on transit vehicles) and
local taxes. With the imminent cutbacks in federal funding of
transit and with the increased competition for fewer state dollars
creating tight budgets, many state laws prohibiting local taxing
authority have been repealed and enabling legislation for special
transit districts is gaining popularity. However, some states still
resist conceding such local taxing authority and many restrictions
are still in place. While 27 states responding to our survey grant
local taxing authority for mass transit, 20 indicated that such
authority is not allowed (three states did not respond to the
question).

Communities in which state enabling legislation permits a local
levy in support of transit clearly prefer the use of a dedicated
sales tax. In 22 states, this is the most frequently used method
with ceilings ranging from .25 in Nevada to 7 percent in Colorado.
Alabama, Ohio and Georgia have no mandated ceilings. Other
frequently used forms of taxation allowed by states include payroll
taxes (five states), corporate taxes and fuel taxes.

Twenty-two states allow general local taxing authority and set




the required ceiling by state statute, while two others conform to
their state constitution. In only three states (Colorado, New
Mexico and Washington) are the ceilings set by local referendum.

The state role in allowing local taxing authority is most
typically that of a collection and redistribution agent. However,
in a few cases, such as Colorado, the state also acts as an auditor.
An expansion of the predominate existing state role in this process
would, in nearly every case, require the passage of legislation, and
it appears highly unlikely that this will occur in any state in the
near future,

In a significant number of states (21), local governments are
permitted revenue-raising authority. This usually involves the
issuance of bonds, yet a variety of other means are used as well.

Special transit districts are limited purpose governmental
units that exist as separate corporate entities and theoretically
have fiscal and administrative independence from general purpose
governments. Thirty-two states currently allow the formation of
special transit districts, while three others (Idaho, Oklahoma and
Wisconsin) permit special districts but not for transit purposes.
Such districts can be formed in a variety of ways: in 15 states
legislation is required, but in 12 states local authorization is
needed. In 11 states a special district may be formed through a
public referendum, and in three-—-Alabama, Iowa and Michigan--this
objective may be achieved through executive order. Special tramnsit
districts usually are permitted independent revenue-raising
mechanisms much like local governments. Local sales and property
taxes are the most common sources, and bonding authority is also
frequently used.

The usefulness of such districts is still being debated. On
the positive side, many state transportation directors see the
following benefits:

e The revenue source has greater stability because it is
specifically dedicated to transit and is protected from
diversion to other uses.

e Special districts are more responsive to local needs and they
foster coordination of services between neighboring local

governmental units.

@ The districts provide a focal point for transit policy and
decision-making.

However, others saw liabilities in the operation of special transit
districts:

e Some districts have more dollars than they need while others
lack sufficient resources.

e Special districts remove transit from competition with other




public services for scarce resources, thus distorting the
local decision-making process.

Operations could be conducted more efficiently if contracted
out to private operators.

In some instances special transit districts have an unstable
revenue source, particularly if voter approval is needed.




III. PUBLIC-PRIVATE COOPERATIVE VENTURES®

The history of transportation in this country shows that
private sector involvement is by no means a new phenomenon. In the
early 1800s, ambitious merchants were responsible for the building
of the Erie Canal, which brought an 85 percent reduction in freight
rates from Erie to New York, In 1827, an entrepreneur began public
transportation in New York City with a horse-drawn vehicle. 1In the
late 1800s, private business started train service from coast to
coast. Similarly, electric train service had its beginnings in
several major cities when private investors sought profits from
their investments. Before the Depression, privately provided
electric streetcars served almost 14 million customers. This
industry was affected, as were many others, by the Depression.
Public involvement rapidly increased as private transit companies
faced bankruptcy, and ultimately resulted in the formation of the
Federal Urban Mass Transportation Acministration in 1964. UMTA
provided funding to localities to acquire predominantly private
transit companies that were going bankrupt. It was viewed in the
national interest to maintain local mass transit as an urban
mobility alternative to the automobile.

From the 1920s, the provision of highways was commonly accepted
as a public responsibility to be funded by public monies--first
state and local monies, followed by increasing amounts of federal
funds. But, in the late 1970s, the demand for public services in
all areas, including transportation, health and human services,
education and others, began to outstep the financial ability of
governments at all levels.

The first three years of the 1980s saw widespread recognition
of and concern about our nation's growing transportation cost
problems. This is perhaps best exemplified by the attention given
by the public, the media, state and local governments, and the
Congress to the successful effort to increase the federal tax on
motor fuels in ocder to improve both highways and mass transit.

There is currently a growing involvement by the private sector
in financing mass tranmsit, motivated less by altruistic ideals than
by the calculated, results-oriented realization of the importance of
an effective and efficient transportation system to a strong and
growing economy. Thousands of business people have examined their
sales forecasts, operating expenses, balance sheets and profit and
loss statements and have determined that their individual (and
collective) support of improved transportation systems could mean
the difference between black and red ink.

Examples of the private sector's importance abound from Seattle
to Miami, from Boston to El Paso, and from corporate conglomerates

* This chapter is based on remarks by Gary L. Brosch, Director of

the Urban Mobility Center at Rice University and a member of the CSG
Advisory Task Force on Mass Transit.




to "Mom and Pop"” small businesses, It is also important to
recognize that private sector involvement is quite broad, including
planning, financing, managing and providing transportation.

In some cases, the private sector is providing a transportation
service more efficiently than could be provided publicly. In
others, the private sector fills a funding gap brought about by
insufficient public funds. In all cases, state and local
governments are involved in new public-private partnerships.

The following are but a few examples that state governments
should examine, which serve to illustrate both the breadth and the
importance of the private sector's response to our nation's
transportation problems.

In Miami, Florida, the private and public sectors have
cooperated to create a special assessment district for the Miami
Downtown People Mover. Assessment rates are estimated to be
approximately 25 cents per square foot of net leasable space,
declining to about 10 cents as more leasable space is contracted,
and will generate $27 million of the cost of constructing the People
Mover. The assessment district was created by the local government
under authorization of the state.

Also in Miami, the Office of Transportation Administration
(OTA) for Metropolitan Dade County leased air rights over land
adjacent to the Dadeland South Station of the rapid transit system
currently under construction. OTA negotiated the agreement in
exchange for acquisition of the one-acre site for the station. The
air rights will enable the developer to build 600,000 square feet of
office space, 50,000 square feet of retail space and a 300-room
hotel. The lease requires the developer to pay &4 percent of
unadjusted gross income for each year of the lease. Beginning in
1986, OTA expects to receive annual lease payments of at least $2
million and as much as $3 million a year in 1982 dollars.

A local improvement district also has been created, with state
authorization, in Seattle, Washington, to provide $1.1 million
toward the cost of a 1.6 mile streetcar line. The local business
community (without the support of residential condominium owners in
the area) supported the planning and direct financing of a public
transportation improvement which they believed vital to their
economic welfare.

Two developers have paid the city of San Diego, Califormnia,
$3.5 million for realignment and construction of a new bridge that
will improve access to Highway I-5 in the vicinity of their
projects. This one-time fee to support infrastructure necessary to
a new project was collected under San Diego's Facilities Benefit
Assessment Program. Private developers and city engineers began the
program, under state authorization, in 1980 to ensure that new
development would not be limited and that the costs of supporting
infrastructure would be shared fairly among developers.




In Boston, Massachusetts, the developer of Copley Place agreed
to pay $1.2 million per year to the Massachusetts Turnpike Authority
for a 99-year lease of air rights over a portion of the turnpike.
The hotel-office-retail project will also add $550 million to the
city's tax rolls. The Turnpike Authority was able to negotiate with
the developer as a sole-source bidder, with both parties hiring real
estate appraisers to determine the value of the air rights.

In Santa Cruz, Califormia, the Metropolitan Tramnsit District
(SCMTD) is expecting a significant return from leasing office and
retail space in its new downtown, intermodel transfer facility to
offset operations and maintenance costs. Projected revenues from
the approximately 4,600 square feet of leasable space are $68,000
yearly (compared to management costs of $177,000 yearly), SCMTD will
execute individual leases with each business, negotiating rents
based on a fixed or flexible rate or a percentage of gross income.

A major transit transfer and layover facility in Newport Beach,
California, is being constructed on land (valued at $1,6 million)
donated by a shopping center developer who will also contribute
$300,000 toward the operation of an area shuttle service. The
California Coastal Commission, which approves all development in the
area, requested the 2.5 acre donation from the developer. The
Orange County Transportation District will construct, own, operate
and maintain the facility.

Similar arrangements to lease land for a transfer facility for
$§1 per year are underway in such diverse areas as Detroit, Michigan,
Phoenix, Arizona and Tacoma, Washington. In Detroit, a shopping
center provided the low-cost land as well as approximately $126,000
in construction costs. The mall management contributed to the
improved facilities because an estimated one-quarter of its 40,000
daily shoppers use transit. In Phoenix, cooperation between a
retail association and the transit authority was so successful that
plans for similar arrangements with two other shopping centers are
underway. In Tacoma, Pierce Transit has negotiated leases with a
public school district, a community college and a shopping mall.
(The latter used its cooperation as a bargaining chip with the city
council during negotiations to reduce its parking space
requirements.)

Bus service in Cedar Rapids, Iowa, is receiving a boost from 30
local merchants who are subsidizing and marketing discount coupons
for bus fare. The main impetus is provided by the sole surviving
large department store in the downtown area. Approximately $21,000
per year is collected from the participating businesses.

A local grocery chain in Champaign, Illinois, contributes
one-half the farebox revenues from a specially painted vintage 1960
bus which carries 3,400 passengers per month. The popular bus,
which runs a different route each day, is painted to resemble a
generic grocery product. Riders pay 25 cents instead of 50 cents,
and the grocery store owner makes up the projected difference in an
$850 per month flat fee.




Merchants in Springfield, Massachusetts, sponsor free bus
service for a portion of the Christmas holidays. For the four
Sundays before Christmas, when service is not regularly offered, bus
service is subsidized by merchants in four retail areas. This
promotional program has been given partial credit for increasing
year-round ridership in 1983.

In Houston, Texas, the private sector has been a major
participant in planning and financing solutions to that city's
mobility needs. A development corporation in the burgeoning north
Houston area has contributed toward the cost of constructing a
portion of a highway fronting its mixed-use development. This
l.4-mile portion of a belt, which will encircle Houston when
completed, will cost $11.5 million, of which the company is
contributing 8.3 percent, or $950,000, in the form of donated right-
of-way, interchange design and cash. A second prominent development
company, which is creating a community about 25 miles north of
Houston, has been active financially and politically in expediting
area highway improvements. This developer has contributed $164,000,
committed $2.2 million and offered another $15,000 to the Texas
State Department of Highways and Public Transportation for a series
of ramp and interchange improvements. The Metropolitan Tramnsit
Authority of Houston (METRO) has also received private sector
cooperation. Since 1980, nine park-and-ride lots have been built as
turnkey projects. METRO solicits and evaluates proposals for a lot
to be developed in a specific area, then oversees the chosen
developer until the lot is finished. The terms of the earnmest-money
contract guarantee that METRO pays for a lot only when it is ready
to open. Because METRO has sufficient local funds for these
projects, it has chosen turnkey development over slower federal
grants and in-house construction.

In Pittsburgh, Pennsylvania, a private non-profit economic
development organization provided the impetus, planning and partial
funding for the renovation of a deteriorated downtown street. The
Allegheny Conference on Community Development, whose members include
many prominent business leaders, hopes that this project will .
stimulate the renovation of other downtown streets.

Private taxi companies throughout the nation are contracting
with local public entities to provide public transportation at less
expense than could be provided by the public agency itself.
Contracted taxi service is providing efficient, cost—-effective
public transportation for elderly and handicapped citizens in major
metropolitan areas like Houston and Los Angeles, as well as Illinois
communities such as Kankakee, Aroma Park and Bradley. The Greater
Kankakee Area, with a combined population of about 42,000, provides
discount coupons for taxi rides. Over 20,000 coupons were used in
the first year of operation. Although federal funds were suspended
in 1982, when Kankakee was reclassified from a rural to urban area,
the city has continued the program.

Contracted taxi service is also used in Ann Arbor, Michigan, to
operate late-night, shared-ride general public transportation.
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About 15,000 fixed-fare trips were taken in the first year. The
transportation authority's subsidy is approximately $2.30 per
passenger, as it pays the taxi company $7.50 per vehicle hour. Some
passengers may be more willing to use public transit during the day
since they now can return safely at night.,

Government at all levels is faced with limited revenues and
increasing demands for service. Traditional forms of provision of
public services are being questioned. Many people see a reduction
of government as desirable. At the same time, the private sector
recognizes the importance of continuing many of these public
services, particularly transportation, and therefore seeks methods
by which it can ensure progress is continued. Local officials,
seeing ever-tightening budgets, seek alternative methods of
planning, financing and providing public services. This commonality
of interest has sparked a true renaissance of private sector
participation in transportation service and infrastructure.

However, this emerging trend of private sector involvement
brings forth a new set of questions. The first is simply whether
the trend will continue. Is this a short-term political phenomenon,
or does it represent a fundamental, long-term shift to less
government and more privatization? Are the concepts of benefit
sharing and user fees merely short—-term responses to growing
government deficits and local tax revolts? Can we learn from the
experiences of other countries such as England, Japan and Germany?
Many may feel that privatization represents government abandoning
its responsibilities.

What is the appropriate state role in shaping public-private
partnerships? What are the potential problems? How quickly can and
should the government reduce its role? Certainly, any major change
must be allowed a reasonable transition period, but how do we define
a reasonable transition period? Which areas of transportation onffer
the greatest promise for private involvement? The private sector is
most eager to become involved where it sees the most direct, sig-
nificant impact on business. New subdivision developers obviously
will be more interested in funding for local roads than for major
freeways. Similarly, businesses on downtown streets clogged with
autos will be more interested in mass transit.

Will the private sector influence which roads are built and
maintained to the benefit of the affluent while the needs of the
less fortunate are pushed aside? Will public transit serve only the
most profitable routes to the detriment of those who are transit
dependent? Will the needs of the elderly and handicapped be ignored
as unprofitable to service? 1In the area of deregulation, from taxis
to airlines, who will prove to be the long-term winners and losers?

Which areas have the greatest potential problems? How far can
privatization go, and how far should it go?

Researchers, businesses, politicians and citizens are all
searching for the answer, but for now, the emergence of a new spirit




of public-private cooperation appears to offer the greatest
potential for assisting in meeting this nation's transportation
needs.
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IV. STATE TRANSPORTATION OFFICIALS' VIEWS

The attitudes and perceptions of state transportation officials
toward current and potential sources of funding for mass transit are
important. In order to gather information, the Council identified
frequently used revenue-producing mechanisms (general fund, bonds,
tolls, fees, lotteries and dedicated taxes) and asked officials
about them. The results are interesting and informative.

General Fund

Most transportation officials believe it will be difficult to
convince the legislature of the need for additional general fund
dollars, but the problem may be resolved with effort. Eight states
see little probability in tapping this source, while five
others--Georgia, Iowa, Nebraska, North Carolina and West
Virginia-—-indicated no problems whatsoever in this area.

Lottery

Lotteries are controversial in many states, even when proceeds
are used for necessary public purposes such as transportation or
education. Arizona and Pennsylvania use lotteries very success-
fully, and Oregon is giving this possibility serious consideration.
However, it seems doubtful that this will become a trend nationwide.
Nineteen states believe they would have difficulty gathering public
and legislative support for a lottery, and 10 additional states
suggest that the problem is insurmountable and that it is highly
unlikely that a lottery will be initiated in which funds would be
earmarked for transportation. Nine states ventured no opinion.

Michigan, for example, already has a very successful lottery
program, but state law requires proceeds to be earmarked for
education. Other states are unable to generate either legislative
or public support on moral grounds, while several others do not have
the need for a well-developed transportation network and would
prefer to spend lottery monies for other purposes.

General Obligation Bonds

General obligation bonds are secured unconditionally by the
full faith, credit and taxing powers of the issuing government. If
the taxes levied are insufficient to meet the debt service payments
in any period, the issuer is legally obligated to either raise the
tax or broaden the tax base. These bonds are more secure than
revenue bonds, and in many states, officials must seek voter
approval.

Eleven states see little future for general obligation bonds as
a source of transit revenues, while eight other states, including
Louisiana, Rhode Island, Tennessee, Georgia, New Mexico, Nebraska




and Washington, have few problems in using this revenue source. The
balance either had no opinion (eight) or viewed this source as only
a possibility.

Revenue Bonds

Revenue bonds finance their debt service payments through user
charges (i.e. service charges, tolls, special taxes, etc.). If
revenues from user charges are insufficient, the issuer is generally
not legally obligated to levy taxes in order to avoid default. The
use of revenue bonds has grown dramatically from $6 billion in 1970
to $40 billion in 1980, and from one-third to two-thirds of the
municipal bond market.

The results in this instance are mixed; however, seven states
indicated the probability that their legislative bodies would not
approve such a mechanism. Only Washington, Tennessee, Rhode Island
and Georgia suggested that the issuance of revenue bonds presented
no problem in their states.

Fares, Tolls and Fees

Levying tolls and fees also drew an array of responses ranging
from little resistance in states such as Illinois, Delaware,
Florida, Louisiana and Georgia to hard-core opposition in
California, Colorado, Iowa, Maryland and West Virginia. In many
states, fees seem to be a more preferable response to the need for
transit revenue than tolls. Fares are, without a doubt, the most
acceptable method, cited as most preferable in 32 states, while 12
others found it to be moderately acceptable. While transportation
officials will continue to rely heavily on fares, these funds
generally account for only 25-35 percent of operating costs in the
best situations.

Dedicated Taxei

Earmarking revenues from a tax specifically levied to support
transportation is a relatively common practice in many states. Our
survey identified five taxes in which some portion of revenue
received is dedicated to transit: sales, income, fuel, corporations
and payroll. In large part, states tended to view dedicated taxes
as a whole, meaning that opposition to one tax generally meant
strong opposition existed in that state to the entire concept of
dedication. Such is the case in Arizona, Colorado, Utah,
Washington, Montana and West Virginia. Other states such as Maine,
New Jersey, California, South Carolina and Wisconsin also indicated
strong opposition to dedicated taxes; however, these states took a
more moderate view toward fuel taxes, finding them to be the most
acceptable. Perhaps the least resistance to dedicated taxes in
support of transportation can be found in Illinois, Louisiana,
Maryland and Missouri (in the latter case, sales and corporate taxes




only).

Overall, state leaders in transportation perceive that
legislatures are likely to closely mirror the desires of the public
at large on transportation issues. Because political and economic
situations vary a great deal, even among neighboring states, it is
difficult to identify a nationwide trend concerning state funding
sources for transit. However, the most potential seems to lie in
more traditional areas such as fuel taxes and general fund revenue.




V. THE FUTURE OF STATE INVOLVEMENT IN MASS TRANSIT

It seems clear that state governments will, for the present at
least, attempt to increase support of transportation. Every state
government will be forced to take a serious look at their
transportation needs and devise ways of providing adequate public
transportation both in the short term and into the next decade.

It is undeniable that economic prosperity is intertwined with
our transportation system. Transportation gets people to jobs,
schools and stores, and goods from farms to markets. While a
national policy on transit is obviously needed, more states need to
have long-range transportation goals and policies. Individual
states have in the past been leaders in solving public problems and
in many instances have served as laboratories in formulating a
national plan. Transportation will be no exeption.

However, planning for transit needs is only the first step for
states. No plan 1is effective if necessary funds are not available.
Responsibility for transportation facilities are clearly shifting
from the federal to the state level, and due to existing fiscal
constraints, the challenge will be difficult. Our survey queried
state transportation directors on how this challenge will be met
over the next two years.

Transit fares have been targeted for an increase in 43 states.
Twenty—-one states plan to increase their allotment of general fund
dollars to transit, while 16 will increase dedicated tax sources.
Less frequently cited are boosts in fees (California, Delaware, New
York, New Jersey, South Carolina and Massachusetts), and an increase
in the use of bonds (Arizona, California, Colorado, Florida and
Nebraska).

Perhaps even more significant than the plans to generate
revenue are expected service reductions. Twenty-one states will cut
transit service in rural areas, while 23 plan reductions for urban
areas,

Reduced transit service during off-peak hours is slated in as
many as 30 states, and special transportation provided to the
elderly and handicapped will be reduced in California, Colorado,
Michigan, North Dakota, Ohio, Pennsylvania, Tenessee and Virginia.
In addition, California, Michigan, North Dakota and West Virginia
plan to cut back paratransit services.

Transportation officials must evaluate how these gaps can be
filled and at least the present level of service maintained.

Local governments have begun partnerships with private
businesses to fund some transit programs, an approach that may offer
potential to states as a revenue source. Conventional public
transit cannot meet the range of changing needs and, therefore, this
option should receive consideration. In addition, legal
restrictions and regulations must be reviewed and in some cases

-




removed.

Reviewing the structure and functions of transit agencies and
working toward their improvement is another key area in which states
can play an effective role.

The outlook for transit revenues from the states is encouraging
and the potential for a significant state role is already starting
to develop. This role need not necessarily be one of providing
financial assistance, but certainly money is one of the most
effective means of aiding transit projects. In the long rum, a
total package of support may be the best hope for transportation.
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Table 1
SOURCES OF STATE CAPITAL TRANSIT SUPPORT,
AS PERCENT, FISCAL 1983(a)

General
General Obligation Sales Fuel Corporate
State Fund Bonds Fees Tax Tax Tax Other
Arkansas 100%
California 37% 63%
Connecticut 100%
Florida 63% 8% 19% 10%
Georgia 100%
Illincis 3% 97%
Indiana 100%
Iowa 100%
Kentucky 100%
Maine 100%
Maryland 487 43% 9%
Massachusetts 80% 20%
Michigan(c) 23% 19% 40%
New Jersey 34% 66%(d)
New York 100% .
North Carolina 100%
Ohio 100%
Oregon 100%
Pennsylvania 100%
Rhode Island 100%
South Carolina 100%
Tennessee 100%
Texas 100%
Virginia 100%
West Virginia 100%
Wisconsin 35% 65%

Source: Survey of states by The Council of State Governments, February 1984,
Key: Blank cell means zero quantity.

Notes:

(a) The following states either do not provide capital funds for transit or did not
respond to this part of the survey: Alabama, Colorado, Hawaii, Idaho, Kansas,
Louisiana, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire,
New Mexico, North Dakota, Oklahoma, South Dakota, Utah, Vermont and Wyoming.

(b) Arizona draws 100 percent of capital transit funds from a state lottery--the
only state to use this source. Delaware gets 100 percent of capital transit funds
from tolls--also the only state to use this source. Washington draws all capital
transit funds from a motor vehicle excise tax.

(c) Michigan relies on revenue bonds for 18 percent of capital transit funds. No
other state uses this source.

(d) New York/New Jersey Port Authority.
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Table 2
SOURCES OF STATE OPERATING TRANSIT SUPPORT,
AS PERCENT, FISCAL 1983(a)

General Farebox  Sales Fuel Corporate
State(b) Fund Lottery Fees Revenue Tax Tax Tax Other
Arizona 100%
Arkansas 100%
California 100%
Connecticut 52% 48%
Florida 30% 70%
Georgia 100%
Illinois 100%
Indiana 100%
Iowa 100%
Louisiana 100%
Maine 100%
Maryland 24% 50% 22% 4%
Massachusetts 80% 20%
Michigan 28% 23% 497
Minnesota 100%
Montana 100%
Nebraska 65% 7% 67% 227
New Jersey 100%
New York 53% 13% 6% 17% 11%(e)
Ohio 100%
Oregon 26% 747%(d)
Pennsylvania 78% 227

Rhode Island 100%
South Carolina 100%

Tennessee 100%
Virginia 1007
West Virginia  100%

Wisconsin 35% 65%

Source: Survey of states by The Council of State Governments, February 1984,
Key: Blank cell means zero quantity.

Notes:

(a) The following states either do not provide operating funds for tramsit or did
not respond to this part of the survey: Alabama, Alaska, Colorado, Hawaii, Idaho,
Kansas, Kentucky, Mississippi, Missouri, Nevada, New Hampshire, New Mexico, North
Carolina, North Dakota, Oklahoma, South Dakota, Texas, Utah, Vermont and Wyoming.

(b) Delaware draws 100 percent of operating transit funds from a unique source--—
tolls. Washington relies exclusively on a motor vehicle excise tax.

(c) New York draws 5 percent from a unitary tax and 6 percent from a long line tax.

(d) Oregon gets 52 percent from a payroll tax (the only state to use this source)
and 22 percent from miscellaneous, unclassified sources.




Table 3
LOCAL TAXING AUTHORITY, EXCLUDING PROPERTY TAX,
BY TYPE OF TAX, FISCAL 1983 (CEILING IN PERCENT)(a)

Ceilings
States(b) Sales Income Payroll Corporate Other Set by:
Alabama (e) (e) o
Arkansas 1% R
Colorado 7%(d) S
Florida 1% 5% Fuel S
Georgia (e) coe
Idaho (e) Siie
Illinois 1% (f) S
Indiana 0.76% S
Kansas (g) (g) S
Kentucky U U (h) p—
Louisiana 3% S
Maryland (1) S
Nebraska 1.5% S
Nevada 0.25% c,S
New Mexlco 4,75% S,R
Gross receipts
New York 3%(3) 4.7% S
North Carolina 1.5%(k) (1) S
North Dakota (m) (m) (m) (m) c,8
Ohio 1.5% (e) (c) U U S
Oregon 1% 0.6% U S
Pennsylvania 1% S
Tennessee 1.75% 1¢/gal. fuel S
Texas 1% S
Utah 1.25% S
Virginia 1% (c) 2% fuel S
Washington (n) (n) S,R
Wisconsin 0.5% (o) S

Source: Survey of the states by The Council of State Governments, February 1984,

Key:

U--Specific limit not given
C--Constitutional
S-—-Statutory

R--Local referendum

+es==No data

Blank cell--Not applicable

Notes:

(a) The following states do not permit local government tax authority for transit:
Arizona, California, Connecticut, Delaware, Hawaii, Iowa, Maine, Massachusetts,
Michigan, Minnesota, Mississippi, Montana, New Hampshire, Oklahoma, Rhode Island,
South Dakota, Vermont and West Virginia. Data for Alaska, Missouri and Wyoming was
unavailable.
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Table 3--Continued

(b) In New Jersey, only Atlantic City is allowed to levy a "luxury sales tax" on
selected items. At the time of the survey, legislation was pending in South Carolina
to allow local taxing authority for public transportation.

(c) No ceiling limit.

(d) Denver has a $4 per employee head tax.

(e) Liquor by the drink tax only in resort areas.

(f) Non-home rule units are permitted to levy the following: motor vehicle;
cigarette; gross receipts (certain occupations); utility; use; and auto renting
occupation taxes. No ceilings listed.

(g) One percent sales tax each for counties and cities; 2-1/4 percent intangible
earnings tax for cities and 3/4 percent for counties.

(h) Local transit authorities may be funded by a special transit fund using ad
valorem taxes, occupation taxes, public transportation sales taxes, or other taxes
voted by the electorate. Local systems are often funded by local general tax
receipts.

(1) The 23 counties and Baltimore City are allowed an extra piggyback tax up to 50
percent of the state income tax. The revenues, collected by the state, are returned
to each jurisdiction for designated uses.

(j) Four percent in New York City.

(k) Only counties may levy the sales tax with cities receiving a pro-rated share.

(1) Cities only may impose a $5 vehicle registration tax.

(m) Home-rule cities may levy any type of tax for transit, but currently the three
qualified cities with bus service use only property taxes to support service.

(n) Metro district may levy up to 0.6 percent sales and use tax. All other
districts may levy up to 0.3 percent sales and use tax. In lieu of the sales and use
tax, jurisdictions may levy up to $1 per household per month and/or business and
occupation taxes.

(o) Both room taxes and wheel taxes are permitted.




Table 4
LOCAL TAX LEVIES FOR TRANSIT,
EXCLUDING PROPERTY TAX, FISCAL 1983

No. of No. of No. of Lo-
Local Govts. Local cal Govts., State Ad-
Eligible Govts. Using Por- ministered
to Levy Lo- Using Tax tion of Tax Local Nature of State
State(a) cal Taxes Authority for Transit Taxes Administration
Alabama All 350 . Y Collection & allocation
Arkansas 547 62 3 N
Colorado 331 198 25 4 Collection & auditing
Delaware ses . 0 Y Authorization required
Florida 67 30 o ve Y Collection & distribution
Georgia All 2 2 Y Collection
Hawaii & 0 0 N
Idaho 3 1 1 N
Illinois 2,864 1,350(b) 50 Y Collection of sales tax
Indiana 92 37 0 Y Review & approval of local
budgets
Kansas 732 140 —_— s Collection of sales tax
Kentucky All Most 43 NR NR
- Louisiana All Ve | N
Mississippi 0 0 0 N
Mont ana NR NR NR Y Collection & allocation of
property tax
Nebraska 535 12 7 Y Collection & distribution of

sales tax
Nevada vee P ven Y Collection & distribution of
taxes by formula

New Jersey 1

New Mexico All 46 0 Y Collection & redistribution

New York All ese 0 4 Collection of sales & income
taxes

North Carolina All 99 o Y Collection & allocation

North Dakota 6 0 N

Ohio 1,027 5 5 Y Collection & redistribution
of sales tax

Oregon 6 2 2 N

Pennsylvania 2,700 2,700 e Y(c) Statutory ceiling on local
tax rate

Tennessee All Most 8 N

Texas 6 2 2 Y Collection

Utah All All eoe Y Administration & disbursement

Vermont 0 N

Virginia 5 5 5 Y Collection & distribution

Washington All 21 21 4 Collection & distribution

Wisconsin All vy 0 Y Collection

Source: Survey of the states by The Council of State Governments, February 1984.




Table 4—-Continued

Key:

+++—=No data

Blank cell--Not applicable
Y--Yes

N--No

NR--No response

Notes:

(a) New Hampshire has no local tax levies for transit. The following states did not
respond to this part of the survey: Alaska, Arizona, California, Connecticut, Iowa, Maine,
Maryland, Massachusetts, Michigan, Minnesota, Missouri, Oklahoma, Rhode Island, South
Carolina, South Dakota and West Virginia.

(b) Estimated.

(c) Pennsylvania planned, at the time of the survey, to increase state involvement in
administration of local sales and income taxes.

i




Table 5
POWERS OF LOCAL/REGIONAL TRANSIT AUTHORITIES
TO RAISE REVENUE INDEPENDENTLY(a)

State(b) Specific Powers
Arkansas Issuance and sale of revenue bonds
California (e)
Colorado Commission set ad valorem mill levy subject to qualified voter approval
Georgia see
I1linois 1% sales tax in Cook Co., 0.25% sales tax in surrounding counties
Iowa Formula encourages independence from state and federal revenue
Kentucky Issue revenue bonds; special tramsit taxes possible
Louisiana Bonding and taxing authority
Maine Communities assessed according to population
Michigan Property tax authorization with voter approval
Nebraska One authority levies 70¢ per $100 of valuation property tax
Nevada see

New Hampshire

New York

North Dakota

Ohio
Oregon

Rhode Island
South Carolina

Fares, tolls and bonding authorized

Have powers but not currently used

May increase property and sales taxes with voter approval
May levy variety of taxes; bonding authority

Authorized to sell revenue anticipation notes

Purchase of service contracts; bonding; advertising

Utah ves

Vermont Assessment power

Virginia May issue bonds

Washington May issue bonds; levy taxes with public approval

Source: Survey of the states by The Council of State Governments, February 1984,

Key: see '-NO data

Notes:

(a) The following states do not allow local/regional tranmsit authorities the power
to raise revenue independently: Alabama, Arizona, Delaware, Florida, Hawaii, Idaho,
Indiana, Kansas, Massachusetts, Mississippi, New Jersey, North Carolina, Oklahoma,
Pennsylvania, South Dakota, Tennessee, Texas, West Virginia and Washington.

(b) Alaska, Connecticut, Maryland, Minnesota, Missouri and Montana did not respond
to this part of the survey. Data were unavailable for Wyoming.

(c) The California Transportation Development Act (TDA) provides for each county to
establish a Local Transportation Fund (LTF) from a 1/4¢ of the retail sales tax
collected statewide. This 1/4¢ is returned to those counties by the State Board of

Equalization based on the amount of sales tax collected in that county. These funds
are used for transit planning and administration, and in the cases of counties with
populations under 500,000, the funds can be used for streets and roads purposes, if
there are "no ummet transit needs that can be reasonably met.”




Table 6
SPECIAL TRANSIT DISTRICTS (a)

Required to Form Districts

State Public Local No. of
Legis—  Public Refer- Author- Existing Independent Revenue-Raising

State(b) lation Hearing endum ization Districts Mechanisms
Alabama(c) * — - o 0 None
California * i * e 16 Sales & gas tax; bonding authority
Colorado - * * = 1 Bonds; service fees
Connecticut - == == * 15 Fare collection; local assessment
Florida * e o — ces cee
Illinois(d) e - * e 16 Property tax; sales tax
Indiana(d) * - -— == 9 Prop. tax; genl. obligation bonds
Towa(c) * - -= - 5 None w/o statutory authorization
Kansas * — - — 3 Service fees; advertising
Kentucky i s S * 5 Revenue bonds, spec. transit taxes
Louisiana * T * A= | None
Maine i e * = 1 Community assessment
Maryland * e - - 2 ces
Massachusetts - o = * 15 Local property tax
Michigan(c) * & = = 0 None
Minnesota * -= — — 4 Levy authority
Montana(e) - i * - 2 Property taxes
Nevada * e — - 1 Sales tax
New Hampshire — - - * 4 Set by statutory formula
New Jersey * e — - 2 Variable by district
New Mexico(e) * * * - 0
New York * == - - 5 Fares; tolls; bonding
North Carolina -- e =i * 3 None
North Dakota * * —= * 0 cos
Ohio(f) - = - - 12 Sales; prop. tax; voter approval
Oregon(e) v * * e 6 Bond'g author.; variety of taxes
So. Carolina(f) -— * * - 10 Purchase ser. contracts; bonding
Tennessee — e —~= * 1 None
Utah(d) - - * - 3 Spec. taxes; fares; bonds; invest.
Vermont(g) 1 Assessment authority
Virginia g s —= * 4 Bonding authority
Washington s o * * 14 Bond'g auth., tax. by voter appvl.

Source: Survey of states by The Council of State Governments, February 1984.

Key:
.+.=No data
*=Required

—--=Not required

.




Table 6--Continued

Notes:

(a) The following states do not allow the formation of special transit districts: Arizona,
Arkansas, Delaware, Georgia, Hawaii, Idaho, Mississippi, Nebraska, Oklahoma, Pennsylvania,
Rhode Island, South Dakota, Texas and Wisconsin.

(b) Alaska did not respond to the survey. Data were unavailable for Missouri, West Virginia
and Wyoming.

(c) Also requires state executive order.

(d) Also requires local ordinance.

(e) Also requires petition.

(f) Also requires local resolution.

(g) Requires certification by State Transportation Board.




Table 7

STATE RESPONSES TO TRANSIT DILEMMA--SERVICE CUTS/INCREASES

LIKELY TARGETS FOR CUTS

Elderly &
Number Number Of f-Peak- Handicapped Para-
of Rural of Urban Hour Tran—-  Special Transit
State(a) Routes Routes sit Serv. Transit Serv. Service None
Alabama *
Arizona *
Arkansas *
California * * * * *
Colorado * * * *
Connecticut *
Delaware *
Florida * *
Georgia *
Hawaii *
Idaho * * *
Illinois * * *
Indiana * * *
Iowa *
Kansas *
Kentucky * *
Louisiana * *
Maine * *
Maryland *
Massachusetts * * *
Michigan * * * * *
Minnesota *
Mississippi e
Missouri * * *
Montana *
Nebraska * "
Nevada(a) *
New Hampshire * *
New Jersey(a)
New Mexico * *
New York * * *
North Carolina
North Dakota * * * * *
Ohio # % * *
Oklahoma * *
Oregon * *
Pennsylvania * * * *
Rhode Island * * *
South Carolina %
South Dakota * *
Tennessee * * * *
Texas *
Utah * *
Vermont *
Virginia * * * *
Washington *
* *

West Virginia
Wisconsin(b)




Table 7--Continued

LIKELY TARGETS FOR INCREASES
Taxes Muni-
for cipal General
State(a) Fares Transit Fees Bonds Fund None

* *
* *

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii *
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine *
Maryland
Massachusetts
Michigan
Minnesota *
Mississippi
Missouri
Montana
Nebraska
Nevada(a) *
New Hampshire
New Jersey

New Mexico

New York

North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin

*
* * *

* % ¥ ¥ ¥ ¥ ¥ ¥ *
*
*
*

* % ¥ F F X F
*

* ¥ *
* *
*

* *

* ¥ F ¥ * ¥ ¥ *
*
*

* % ¥ ¥
* *

*(c)
*

*

*(c)

* % R ¥ X X X ¥ X ¥ N ¥ ¥ N ¥ ¥

Source: Survey of the states by The Council of State Governments, February 1984.
Notes:

(a) Alaska and Wyoming did not respond to this part of the survey.

(b) Local responsibility

(c) Special transportation fund
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Table 8
TRANSIT REVENUE COST GAP SOLUTIONS

LABOR ISSUES—--LIKELY TARGETS (next 2 years)
Increase Part—  Renegotiate Reduce Cash Flow Problems
time Transit Transit Labor  Equipment Created by Timing
State(a) Labor Contracts Maintenance None of Federal Allocation?

Alabama *
Arizona &

Arkansas *
California
Colorado
Connecticut
Delaware
Florida
Georgia *
Hawaii
Idaho *
Illinois
Indiana

Iowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota *
Migsissippi *

Missouri *
Montana *
Nebraska * *

Nevada *
New Hampshire *
New Jersey *

New Mexico *
New York *

No. Carolina

North Dakota *
Chio
Oklahoma
Oregon
Pennsylvania
Rhode Island
So. Carolina *
South Dakota *
Tennessee * *

Texas *
Utah * *

Vermont *
Virginia
Washington
West Virginia
Wisconsin

* * ¥ F *
*: F ¥ %

* * N * * ¥ X F ¥
¥ % O * ¥ L
*

¥ % * % *
*
zzzzn:zz»c:zzamzzzzgmzwzzzmzzz %%%%ZZ%ZZZZZMZMZZZZ%Z

*: ¥ ¥ ¥

Source: Survey of the states by The Council of State Governments, February 1984,
Key: NR--No response, Y--Yes, N-—No
Note: (a) Alaska and Wyoming did not respond to this part of the survey.
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Table 9

DEGREE OF PROBLEM WITH FUNDING SOURCES

General
General Obligation Revenue

State(a) Fund Lottery Bonds Bonds Tolls Fees
Alabama NOp NOp NOp NOp NOp NOp
Arizona P NP Al, Pl Al,Pl NOp L1,P
Arkansas L2,LG2 L2,LG2 LG2 LG2 LG2 L2,LG1
California L2 LG1,Pl L2,P2 L2,A2,P2 L1,P1 L2,P2
Colorado L1,LGl,P2 L1,LG1l,P2 L2,A2,P2 L2,A2,P2 L1,LG1,P2 L1,LG1,P2
Connecticut L2 L L2 A2,LG2 L2 L2
Delaware L2,A2,P2 LG2,P1 NOp NOp NP NP
Florida L2 L2,P1 P2 NOp NOp NP
Georgia NP L1 NP NP NP NP
Hawaii NOp NOp NOp NOp NOp NOp
Idaho L2,P2 L1,P2 L1,Pl L1,Pl L1 NOp
Illinois L2,P2 L2,P2 L1,Pl1 L1 L3,A2,P3 L3,P3
Indiana A2 L2,P2 LG2 L2 NOp NOp
Iowa NP L2 Pl Pl LG1,P1 Pl
Kansas L1,P2 L2,LG1,P2 L2,P2 L2,P2 L2,P2 L2,P2
Kentucky A2 P3 Al,P2 Al,LG1 P2 P2
Louisiana L2,P2 L3,P3 LG3 L3,A3,LG3,P3 P3 P3
Maine L2,LG2 NOp L1,Pl L2,LG2,P1 L2,LG3,Pl L3,LG3,P2
Maryland P2 L2,P2 NR NR L1 Pl
Massachusetts P2 NOp P2 NOp L1 P2
Michigan L1,Pl L1,P1 L2,P1 NP NOp NP
Minnesota L2 NOp NOp NOp NOp NOp
Mississippi L2,P2 L1,A3,LG2 L2,A2,1LG3,P2 L2,A2,LG3,P3 L1,LG2,P2 L2,A3,P2
Missouri L1 NOp L1,A2,P1 L1,P2 L1,Al1,LG2,P1 NOp
Montana L3,P3 LG1 L1 L1 LG1 L2
Nebraska NP L2,A2,LG2,P2 L3,A2,P2 L2,A2 NOp NOp
Nevada L L NOp P LG A
New Hampshire L2,LG2 L2,LG2 L2 L2 L2,LG2 L2,LG2
New Jersey L2 L2,LG1,P2 L2,P2 L2,A3,P2 L2, 162,82 L2,LG2,P2
New Mexico L2,P2 NOp L2,A2,LG2,P3 L2,A2,LG2,P3 NOp NOp
New York NR NR NR NR NR NR
No. Carolina NP L1,LG2,P2 L2,LG3,P2 L2,P2 L1,P1 P2
No. Dakota L2,LG2,P2 L2,LG2,P2 L2,LG2,P2 L2,LG2,P2 L2,LG2,P1 L2,LG2,P1
Ohio L2 NR NR NR NR NR
Oklahoma L1,LG1, L2,A2,P2 L2,LG2 L2,LG2 NOp NOp
Oregon L2,A2 LG2,P2 L1,Pl1 NP LG2,P1 LG2,P2
Pennsylvania L2,A2 NP A2 NR NR NR
Rhode Island L1 NOp NP NP NOp NOp
So. Carolina L2,P2 L1,P2 NOp NOp L2,P1 NOp
So. Dakota L1,Pl L1,LG2,P1 L1,A2,P1 L1,A2,Pl NOp NOp
Tennessee L2,P2 L1,A2,LG1,P2 NP NP L2,A2,LG2,P2 L2
Texas L2 NR NR NR NR NR
Utah L1,P2 Pl NOp NOp LG1,Pl P2
Vermont L2,P2 NOp NOp NOp NOp L2,P2
Virginia L2 L2,P2 NOp NOp NOp NP
Washington L3 L1,Al,LGl,P1 L2,LG3 NP NP A2,LG2,P1
West Virginia NP A2,1G3,P2 P2 L1,A1,LG3,P1 LI1,Al1,Pl L1,Al1,P1
Wisconsin L2,P2 L2,LG2,P2 L1 L1 L1,Al1,LG2,P2 NP




Table 9--Continued

DEDICATED TAXES

Sales Income Fuel Corporate Payroll
State(a) Taxes Taxes Taxes Taxes Taxes
Alabama NOp NOp NOp NOp NOp
Arizona L1,Pl P L1,P1 L1,P1 L1,Pl
Arkansas LG2 LG2 LG2 LG2 LG2
California NP L1,Pl LG2,P2 L1 L1,P1
Colorado L1,LG1,P2 L1,LG1,P2 L1,LG1,P2 L1,LG1,P2 L1,LG,P2
Connecticut L2 L1 L2 L2 L2
Delaware NOp NOp NOp NOp NOp
Florida NP LG NP L2 NOp
Georgila NP NOp NOp NOp NOp
Hawaii NOp NOp NOp NOp NOp
Idaho L2,P2 L2,P2 L2,P2 L2,P2 L2,P2
Illinois L3,P3 L3,P3 L3,P3 L3,P3 L3,P3
Indiana A2 L2,A2 L2,A2 L2,A2 L2
Iowa P2 P2 P2 P2 P2
Kansas L2,P2 L2,P2 P1 L2,P2 L2,P2
Kentucky P3 A2,LG2,P3 P2 A3,Pl1 LG2
Louisiana P3 P3 P3 P3 P3
Maine L2, P2 L1,P1 L2, P2 L1,Pl L1,P1
" Maryland L2,P2 L2,P2 NP NP LG2,P1
Massachusetts L2,P2 L2,P2 L2,P2 L1,Pl L1,Pl
Michigan L2,A2,P3 L1,Pl LG1 NOp NOp
Minnesota L2,P3 NOp NOp NOp NOp
Mississippi L1,P1 L1,Pl L2,1G2 L2,A2 L1,P1
Missouri NP Pl L1,Al1,LG1 NP L2
Montana L1 L1 L1 L1 L1
Nebraska L2,A2,P2 L2,A2,P2 L2,A2,P2 L2,A2,P2 L2,A1,P1
Nevada LP L LP L L
New Hampshire L2,LG2,P2 L2,LG2,P2 L2,LG2,P2 L2,LG2,P2 1.2,LG2,P2
New Jersey L1,LG1,Pl L1,LG1,Pl L2,1G2,P2 L1,LG1,P1
New Mexico L2,P3 NOp L2,1G2,P3 NOp NOp
New York NR NR NR NR NR
No. Carolina NP L1,P1 L2,P2 L1,Pl L2,P2
No. Dakota L2,LG2,P1 L2,LG2,P1 1.2,LG2,P1 L2,LG2,Pl L2,LG2,Pl
Ohio NR NR MR NR NR
Oklahoma L2 L2 L1,LG1 L2 L2
Oregon L1,LG1,Pl1 12 L2,1G1 L2 NP
Pennsylvania NR NR NR NR NR
Rhode Island L1,A3,P1 L1,A3,P1 L1,A3,P1 L1,A3,Pl L1,A3,P1
So., Carolina L1,Pl L1,P1 L1,A1,LG3,P2 L1,P2 L1,Pl
So. Dakota L1,A2,P1 L1,A2,P1 L1,A2,P1 L1,A2,P1 L1,A2,P1
Tennessee L2,P2 L2,LG2,P2 L2,P2 L2,P2 L2,LG2,P2
Texas L3 NR NR NR NR
Utah L2,P1 L1 Al 1 L2,P1
Vermont NOp NOp NOp N NOp
Virginia L2 L1 NP L2 L1
Washington L2,LG2 L1,A2,LG1,P1 L1,LG1 L1,A2,LG1 L1,A2,LG1,P1
West Virginia L1,Al,LGl L1,Al1,LG1 L1,Al,LGl NR NR
"isconsin L2 L1,P1 L2,A2,P2 L1,Al1,LG2,P1 L1,Pl

Source: Survey of the states by the Council of State Governments, February 1984.
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Table 9--Continued

Key:
L--Legislative
A--Administrative
LG--Legal
P-~Public support
NP--No problem
NOp--No opinion
NR--No reply
1--Major problem
2--Middle case
3--Minor problem

Note: (a) Alaska and Wyoming did not respond to this part of the survey.




Table 10
PUBLIC SUPPORT/VOTER ACCEPTABILITY OF TRANSIT REVENUE SOQURCES
BASED ON THE OPINION OF STATE TRANSPORTATION DIRECTORS

General
General Obligation Revenue
State(a) Fares Fund Lottery Bonds Bonds Tolls Fees

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

Idaho
Illinois
Indiana

Iowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
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Table 10-—Continued

DEDICATED TAXES _
Income Fuel Corporate Payroll
State(a) Taxes Taxes Taxes Taxes

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
De laware
Florida
Georgia
Hawaii

Idaho
Illinois
Indiana

Towa

Kans as
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
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Source: Survey of the states by The Council of State Governments, February 1984.
Key: 1--Most acceptable to voters

2--Moderately acceptable

3--Least acceptable

Note: (a) Alaska, New York and Wyoming did not respond to this part of the survey.

.




Table 11
TRANSIT REVENUE SOURCES USED BY STATES/PRESENTLY USING/CONSIDERING

General
General Obligation Revenue
State(a) Fares Fund Lottery Bonds Bonds Tolls Fees

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

Idaho
Illinois
Indiana

Iowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippl
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
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Table 1l=--Continued

DEDICATED TAXES
Income Fuel Corporate Payroll
State(a) Taxes Taxes Taxes Taxes

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgila
Hawaii

Idaho
Illinois
Indiana

Iowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouril
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
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N
U
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N
N
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C
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U
N
N
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N
N
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U
c
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U
N
N
U
N
N
C
U
N
N
N
N
C
C
N
N
U
N
N
N
U
N
N

Source: Survey of the states by The Council of State Governments, February 1984,
Key: U--Using revenue sources currently

N--Not using revenue sources currently

C-—Considering

*——Trans portation fund
Note: (a) Alaska, North Dakota, South Dakota and Wyoming did not respond to this

part of the survey.
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VIi. STATE-BY-STATE SUMMARIES
Alabama

Currently, Alabama does not provide capital assistance to mass
transit and depends on federal grants, local taxes, local general
funds, and local farebox revenues for operating support. Financing
of transit operations are the responsibility of local tramsit
districts which are permitted through state enabling legislation.
The state role in actually providing revenues for transit costs has
not been greater due to lack of political support in levying the
necessary resources, Generally, the Department of Transportation
believes the public views using bonds, fare increases and general
fund dollars as more acceptable means of financing transit
operations than tolls, fees or dedicated taxes. Some consideration
will be given in the near future to using general fund dollars to
finance transportation; however, there are no plans pending which
would involve a significantly larger role for state government in
mass transit.

Note: The City of Birmingham in 1983 imposed a beer tax
dedicated to transit. The tax is currently being challenged in the
courts, but is being collected.

Arizona

Arizona supplies approximately $2 million in capital assistance
to mass transit, in the form of lottery funds provided primarily to
Phoenix. The lottery also provides $3.4 million and $5.8 million in
operating assistance to Tucson and Phoenix respectively. Arizona
does not permit the formation of special transit districts and does
not have specific policies governing public-private ventures to
provide transportation.

Likely revenue sources which may be increased in the next two
years include transit fares and the use of municipal bonds.
However, sponsoring workshops on increasing efficiency and effective
advertising which has increased ridership are viewed as a few
methods by which rising costs can be contained.

Note: The lottery funds dedicated to transit in Phoenix and
Tucson may be used for transit, road construction, and/or cultural
projects in rural areas. The state does not perceive the need to
increase funding.

The Arizona lottery was established as a result of a citizen's
initiative, passed on November 4, 1980. The proceeds of the lottery
were originally slated to be placed in the General Revenue Fund.
However, in July 1981, the legislature earmarked $190 million of
lottery revenues over the following 10 years for the Local
Transportation Assistance Fund. 1In 1991, the legislature will
reconsider the allocation of lottery funds, which are currently
distributed to each incorporated city and town in the state on the




basis of population. The legislature has committed itself to
appropriate sufficient funds out of the lottery proceeds, or other
revenues 1f necessary, to meet a minimum distribution of $20.5
million a year. For cities over 300,000, namely Tucson and Phoenix,
the funds must be spent on mass transit, as capital or operating
assistance. Cities and towns under 300,000 may use their funds for
any transportation purpose, including road maintenance. Each city
or town is guaranteed a minimum of $10,000 a year.

Financial Results: In fiscal 1982, a total of $§115 million was
generated by lottery sales; net revenue was $44 million. Phoenix
received $7.8 million, and Tucson received $3.4 million.

Arkansas

State support of both capital and operation activities comes
from the corporate franchise tax. In March 1983, the legislature
approved an increase in this tax from $11 a year to a $17 a year
minimum fee. This additional $6 per corporation will generate in
excess of $150,000 a year, and these funds will be used for matching
for federal funds. The legislation is a major piece of funding by a
primarily rural state. The money is administered by the Arkansas
State Highway and Transportation Department which operates solely
out of "special revenues"” from highway user fees and federal funds.

Local governments are permitted to levy a sales tax which is
set by local referendum. Additional independent revenue raising
authority at the local level is provided through the issuance and
sale of revenue bonds. Over the next two years, increases in
transit fares and dedicated transit taxes are projected, while the
number of urban routes may be reduced from current levels of
service.

California

The state provides over $104 million in capital assistance,
derived from dedicated taxes. The sales tax (37 percent) and fuel
taxes (63 percent) are the two primary sources. Nearly $70 million
in operating assistance was provided in fiscal 1983, funded in total
from sales tax revenue. The California Development Act allows each
county to establish a Local Transportation Fund from one-fourth cent
of the retail sales tax collected statewide. The Fund is returned
to counties by the State Board of Equalization based on the amount
of sales tax collected by each county. These funds are used for
transit planning and administration, and in the case of a county
with a population under 500,000, the funds can be used for streets
and roads if there are "no unmet transit needs that can reasonably
be met.”

Special transit districts are permitted, as well as the
following independent revenue-raising mechanisms:




e Up to 12 percent additional sales tax.
e Up to 5¢/gallon local gasoline tax.
® Revenue and general obligation bonds.

In each case, however, a two-thirds majority of local voters must
approve any of these levies.

The California Transportation Commission's policy for funding
new guideway projects (beginning in fiscal 1984 and 1985) requires
local agencies and private firms to develop cooperative
relationships for financing a portion of projects. Each local
agency may develop its own plan which may include private sector
contributions to a system's operating costs, joint development,
gifts tax increments, fees, assessing districts or other mechanisms.
The plan must succeed in obtaining private funds directly related to
the benefits provided by public tramsit service.

Colorado

Colorado provides neither capital or operating assistance to
mass transit operations; however, local governments are given
authority by the state to levy both sales (7 percent ceiling) and
payroll taxes. Local and regional transit authorities set the ad
valorem mill levy subject to voter approval and are also responsible
for setting fares, advertising and charter bus operations.

In response to rising costs, reductions are expected in the
number of both urban and rural routes, off-peak hour tramnsit
services, and special services for the elderly and handicapped. At
the same time, transit fares and dedicated transit taxes will
increase and additional bonding measures will be necessary. Private
sector funding is being examined as one possible way in which costs
can be reduced. A greater degree of state involvement is not likely
in the immediate future due in large part to the perception that
needs can be met without a state subsidy.

Connecticut

The state provided over $18.3 million in capital assistance in
fiscal 1983 through the use of general obligation bonds. Over $55
million in operating assistance was also provided, primarily (52
percent) from general fund revenues.

Fifteen special transit districts are permitted by statute, and
they are allowed to own and operate mass transit systems which
include responsibility for fare collections and receiving funds from
both member cities and towns and the state government.

Although a reduction in the level of transportation service
provided to Connecticut residents is not expected in coming years,




transit fares and the level of general fund support is likely to
increase. An increase in part—-time transit labor and a
renegotiation of labor contracts is also likely within the next two
years, and both are viewed as ways in which costs can be held in
check.

Note: Following a prolonged strike in 1976, Connecticut
purchased the Connecticut Company, which operates transit in three
of the state's four largest cities--Hartford, New Haven and
Stamford-—and carries 85 percent of the state's bus-transit riders.

For other operators, the state provides the whole local share
of all UMTA capital grants. The state makes up operating deficits
where fares are 60 percent or more of operating costs. If fares are
less than 60 percent, the state pays 40 percent of operating costs
and splits with localities the remaining difference between fares
and operating costs. The state also pays 50 percent of the local
share of costs of planning grants which receive federal assistance.

Delaware

All capital assistance for transit operations is derived from
tolls and totaled over $1.2 million in fiscal 1983. Operating
assistance is from the same source and amounted to over $2.7
million. Special transit districts are not allowed by state law.
Funding for transportation depends upon revenue from fares, tolls
and fuel taxes, all of which are viewed as the most acceptable means
of supporting transportation by Delaware residents.

Florida

On March 3, 1983 the Florida state legislature enacted a new
transportation financing package which includes provision for a
local option, 4 cent per gallon gasoline tax. The measure will
raise an additional $236 million at the state level, and potentially
$223 million at the local level if all counties levy the full 4 cent
gas tax. The local revenues can be used for either highway or
transit projects, and capital or operating expenses are eligible.
State gas tax collections are reserved for transportation
activities, with 10 percent set aside for public tramsit and rail
capital projects.

The local gas taxes can be imposed by county ordinance, without
a referendum. The first 2 cents of the new tax can be levied by a
majority vote of a County Commission, and the third and fourth cents
require a majority plus one vote. Localities began collecting the
tax as of September 1, 1983, and enabling legislation can be passed
beginning March 14, 1983. All revenues from the local measures
remain within the county they are collected.

Florida counties already possessed the powers to levy a 1
percent sales tax dedicated to fixed guideway transit projects and a




1 cent gas tax (Voted Gas Tax) by referendum. The new law continues
these options with minor modification.

The new law also provides that if a county chooses not to levy
the tax, City Councils representing a majority of the county
population may pass resolutions calling for a countywide referendum
on the issue, which the county must then hold. If the voters
approve the measure, the tax is put into effect countywide.

Distribution of proceeds from the local tax among jurisdictions
within the county can be accomplished by either of two methods:

e Negotiation: The county and cities representing at least 50
percent of the incorported population may negotiate a distribution
formula on any mutually agreeable basis.

e Formula: If an agreement can not be reached, the required
formula is then derived from the proportional share of
transportation expenditures made by cities and counties within the
state over the previous five years.

Only jurisdictions eligible for State Revenue Sharing or the
one-half cent Local Government Sales Tax can receive local option
gas tax revenues. Once imposed, the distribution formula remains in
effect for five years, after which it must be renegotiated for an
additional five years.

Proceeds may be spent on “"tramsportation expenditures” which
are defined in the new law as covering most capital or operating/
maintenance costs associated with tranmsit, roads and bridges. The
share of funds allocated to transit is up to the local jurisdiction.

At the state level, the law repeals an existing, 4 cent per
gallon gasoline tax and removes the sales tax exemption on motor and
special fuels. The result is replacement of the existing gas tax
with a 5 percent sales tax, and a boost in revenues from $204
million per year to about $292 million.

In addition, increases in auto and truck tag fees and new
methods of calculating sales taxes on aviation fuel will yield $150
million in new transportation revenues. The state funds spent for
transit can only be used to provide up to one-half of the local
contribution required (either 10 percent or 12.5 percent of the
total project cost, depending upon its approval date, or 15 percent
for ride-sharing projects) for federally-supported capital
expenditures. No state funds can be used to subsidize operating
deficits.

Georgia

Georgia uses general fund revenues to supply both operating and
capital assistance to transportation. A local sales tax may be
levied in all jurisdictions, but only two counties use this




mechanism to provide transit service. Special transit districts are
not permitted by law. Fares, general fund revenues, and the sales
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