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EXECUTIVE SUMMARY

A longterm, sustainable investmentintrangtk LJA G F f A& ONRGAOFE F2NJ £Al
Public transportation plays a key role in congestion mitigation, economic development, and
environmental stewardship in the Commonwealth. In addition, it provides mobility to many of

+ A NH A y hdwhaihav® holbthdr Beans of transportatiom 2015, DRPT commissioned

the Southeastern Institute of Research to conduct a Statewide Mobility Survey to gather

perspectives on personal mobility:

1 82percent of those surveyed said the availability of alternative transportation options is
AYLRNIFYG 2 £ANBAYAlIQa SO2y2Yed

1 83 percentsaid investment in alternative transportation is important to provide workers
with affordable traveto commute to work

1 Over 80 percenbf those surveyed that drive alone or telework believe the availability
2F T OGSNYIIGAGS Y2RSa 2F (N} @St Aa AYLRNUIY

Over the past four years, the Commonwealth has provided matching toridsal transit
agencies, asraging 45 percent of total statewide public transportation capital investments.
The remainder of capital funding has come from federal, as well as, substantial local and
regional investments

The ability for the Commonwealth and its local governmentsdistinue providing critically
needed funding to sustain these investments and keep our transit systems in a state of good
repair is at risk due to the expiration of the Capital Project Revenue bond proceeds. In 2019,
$110 million in dedicated revenuesi4 percent of all program fundingwill begin to phase

out as the tenyear life of these bonds comes to a close. These funds are critical in enabling
local transit systems to invest in replacement buses, rail cars, infrastructure, facilities,
technologyand other capital needs. Figure 1 illustrates the impact of the bond proceeds on
Transit Capital Revenues

Figure 1¢ Transit Capital Revenues
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12015 Statewide Mobility Survelattp://www.drpt.virginia.gov/media/1854/2015state-of-travelstudy-highlightsaspresentedby-sir-at-vta-
conference05-24-16.pdf
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A failure by the Commonwealth to provide replacement capital funding will have a cascading
effect on theability of these systems to operate safe and reliable service and will result in the
loss of federal funds if transit systems are unable to provide matching funds for capital
assistance from the Federal Transit Administration. The Commonwealth wib@malgle to

support rolling stock replacement, at a match rate of approximately 28 percent, as compared to
the historical level of 68 percent participation. The projected impact on matching rates is
shown in Figure 2.

Figure 2; Projected Transit Cajit Matching Rates
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Transit agencies are funded primarily by a local governments or regional bodies. Any reduction
in state funding, along with increasing uncertainty in federal funding, will result in an increased
burden on local governments to meeftcireased funding needs. Increased financial burdens on
localities will stress local budgets, leading local boards and councils to make difficult decisions
about maintaining a state of good repair or implement significant reductions in or elimination

of critical transit serviceslf the Commonwealth maintagcurrentmatching ratesthe
projectedreduction in funding W result in an estimate®20fewer transit vehiclesbeing

replaced or rehabbednnually a reduction of nearly 50 percenThe projectedmpact of the
f2aa Ay aidlFaGS GNIyaird Ol LA (thefestimatad RIs yf3200 2 + A NH
million in economic activity annually. It is critical that solutions are identified and implemented
to close this gap.

Ly S@Fftdz2 GA2y 2F (GKS /2YY2y6SIfGKQA R20dzyYSyasS
conservatively identified an average revenue gap of $130 million annually over the next ten

years, representing a drop of over 40 percent from existing funding lelre020, the

estimated gap will be $35 million, and it will grow to an estimate gap of $178 million by 2027.
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Figure X AnnualTransit Capital Funding Gap
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It is important to recognize that theastmajority (approximately 80 percent) of traihsapital

funds are currently dedicated to the replacement of existing assets such as buses, maintenance
facilities, or technology in order to maintain them in a state of good repair. The needs
assessment outlined in this report provides a snapsh@roffram needs and is summarized in
Figure 4. The transit capital environment is constantly changing as asset conditions are
assessed and documented by transit providers statewide in response to recently imposed
federal requirements.

Figure 4¢ Transit @pital Funding Needs
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One notable example is the recent capital plan update from the Washington Metropolitan Area
Transit Authority (WMATA) which reflects a substantial increase in capital funding needs over

GKS ySEG FAOS @SIENBR® 2a! ¢! QASNIF LKA & YyE&EBRAa Al
was conducted, which reflects an increase in the overall statewide transit funding gap that will

need to be addressed through further analysis. There are other significant efforts underway

within that region that are expected to ake recommendations on governance, operations,
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and long term funding for WMATA. These efforts, including the work being conducted by

former USDOT Secretary Ray LaHood, are expected to be complete by the end of 2017. Due to

the statewide significanceard Y LJ- OG 2 F 2 al! ¢! Qa aSNIBAOS 2y =+ ANE
additional needs should be considered when contemplating transit funding solutions.

The Virginia General Assembly passed legislation to establish the Transit Capital Projects
Revenue Advisory Boardg¥enue Advisory Board) in the 2016 Session, as recognition of the
need to identify new funding sources for transit capital investméntis legislation further
required that a prioritization process for funding transit capital investments be explddser

the past year, the Revenue Advisory Board worked to quantify the gap between transit capital
needs and available funding, evaluate potential revenue options, identify a possible process for
prioritization of transit capital projects, and outline recorended changes to the structure of

the transit capital program. This analysis has been performed in cooperation with the Transit
Service Delivery Advisory Committee and the Commonwealth Transportation Board.

The key recommendations of the Revenue Advig@oard are:

1 The Commonwealth needs a steady and reliable stream of dedicated revenues for its
transit capital program to meet state of good repair needs and support much needed
transit expansion to keep up with population growth.

o The Commonwealth shouldonsider a funding approach that utilizes a
combination of revenue sources to spread the impact or a single statewide
source that is predictable and sustainable.

0 Revenue sources that ramp up gradually to address future gaps and needs.

0 A combination of staéwide and regional sources, with the majority of support
coming from statewide sources.

o0 An approach for regional funds directed to prioritized needs within that region.

A floor on regional gas taxes.

0 Excess Priority Transportation Fund revenues (after dsbtvice) dedicated to
transit capital as this source becomes available.

o

In addition to identifyng potential revenuesources to replace the loss of transit capital funds,
the General Assembly also charged tlevé&hueAdvisoryBoardto develop a prioritization
framework for the transit capital progranin 2016, the Commonwealth successfully
implemented a new prioritization process calBMART SCAfdE funding transportation
expansion needs across the state. The Commonwealth foaasion Board uses objective
SMART SCACLHteria to evaluate candidate projects, and consequently, the Board provides
funding at a higher level to support implementation of the most critically needed projects. In
an era of growing needs and constraimegources, the Revenue Advisory Board has developed
a projectbased prioritization process for the transit capital program for consideration. Itis

2 HB 1359. Http://lis.virginia.gov/aji-bin/legp604.exe?ses=161&typ=hil&val=hb1359
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important to note that this prioritization process would be less effective without new funding
to supportfull implementation.

In developing a transit capital prioritization model, the Revenue Advisory Board has determined
that:

1 All Transit Capital Funding should be separated into two progrpone for State of
Good Repair/Minor Enhancement and one for Mdompansion.

1 A minimum of 80 percent of the transit capital program should be directed to State of
Good Repair and Minor Enhancement.

1 The Commonwealth Transportation Board should have the discretion to move funding
from the Major Expansion program into tl&ate of Good Repair program, based on
funding needs.

1 A single consistent match rate should be applied across asset types in order to provide
greater predictability in funding, with State of Good Repair/Minor Enhancement
projects matched at a higher ratban Major Expansion projects. This would shift
away from the existing tiered match rates that vary by year or by asset. The maximum
match rate should be high enough to ensure that selected projects are fully funded,
e.g. 80 percent for all State of GoB@pair projects.

f Local matching requirements (minimum of four percdrshould remain part of the
program structure.

| FGSNI OF NBFdzAf &addzRé FyR lylLfeara 2F GKS /2YY2
the SMART SCAhRiodel in mind, the Revenue Advisory Board, in collaboration with the Transit
Service Delivery Advisory Committee, has developed a proposed approach to transit capital
prioritization. The approach includes initial recommendations for criteria and meabkasesl

on an understanding of the transit capital needs that exist across the Commonwealth.
However, should the General Assembly or the Commonwealth Transportation Board adopt a
prioritization process, a more thorough analysis of these criteria and meassirequired to
finalizespecific recommendations prior to implementation, with opportunities for additional
input from the transit stakeholders. It is also recommended that the policy and specific
provisions of the prioritization process should be deped by the Commonwealth
Transportation Board, das the case withthe SMART SCApEbcess.

The following report summarizes the extensive research and analysis conducted by the
Revenue Advisory Board and presents recommendations. During this effoRetrenue
Advisory Board focused on identifying the answers to four key questions:

How much funding is needed?

What are potential funding sources?

Which projects should be funded?

How should funds be allocated to capital projects?

= =4 4

% Va. Codé8.1-638 requires a local match, and the Transit Service Delivery Advisory Committee set a local match rate of four percent.
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Additional technical details are provided in a series of appendices to this report and all
proceedings of the Revenue Advisory Board are documented on the Department of Rail and
t dzof A O ¢ NI y a LJ2 NEitp:fwind.§f i@ virginia$avidingt/fajdr- G Y
initiatives/transitcapitatprojectrevenueadvisoryboard-hb-1359/
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INTRODUCTION AND BACKGROUND

Over the last decade, Virginwitnessed a nearly eight percent population growth, and with it, a
33 percent increase in the demand for public transportation services. Across the
Commonwealth, 44 public transit agencies provide over 200 million transit trips each year

Through itdransit capital program, the Virginia Department of Rail and Public Transportation
(DRPT) will invest over $236 million in 2018 to ensure that transit agencies across Virginia can
continue to adequately maintain and expand the buses, rolling stock, arglqathy

infrastructure they utilize to meet the increasing demand for access to public transporfation

¢tKS ANBAYALF DSYSNIf ! aasSvyofteQa Y2RS&aG FdzyRAY
decades have been unable to meet this growing demand.s&prently, the state transit

capital program faces a pending budget crisis. In 2019, $110 million in dedicated regelues

percent of all program funding will begin to phase out as the teyear life of the Capital

Project Revenue bonds comes to a elos

Recognizing the subsequent impact of this anticipated loss of revenue, the 2016 General
Assembly enacted HB 1359, establishing the Transit Capital Project Revenue Advisafy Board

This report examines the impacts of the upcoming reductioevwenues as a result of the

Capital Project Revenue bonds beginning to phase out in 2019. It also identifies possible
sources of replacement revenues the General Assembly may consider to not only replace the
loss of these bonds but also to meet the growvslemand for transit services in the decade
ahead.

Additionally, the report provides suggested methodologies for prioritization of the transit
capital program, for State of Good Repair, Minor Enhancement, and Major Expansion projects.
These methodologieare designed to support the Commonwealth Transportation Board in its
efforts to fully fund the highest priority transit capital projects across the Commonwealth.

Five appendices provide additional detail on the analyses developed to support this
investigdion:
1 Appendix A: Transit Resource Allocation Plan
Appendix B: Detailed Summary of Revenue Options
Appendix C: Detailed Funding Packages
Appendix D: lllustrative Scoring Process

1
1
1
1 Appendix E: Prioritized Funding Approach

# 2015 State of Mobility Studyhttp://www.drpt.virginia.gov/media/1854/2015state-of-travel study-highlightsaspresentedby-sir-at-vta-
confererce-05-24-16.pdf

®2018 DRPT Skear Improvement Prograrhtép://www.drpt.virginia.gov/media/2146/fy18final-syipjune-with-page. pdj

® HB 13591ttps://lis.virginia.gov/caibin/legp604.exe?161+sum+HB1359
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IMPACT TO TRANSITEINEZIES AND LOCBOVERNMENTS IN VIR&A

HB 1359 charged the Revenue Advisory Board to identify replacement funding sources for
transit capital investments and to explore a prioritization process for funding transit capital
investments. The reduction in transit capital investment is anticipéddtave a significant

impact on transit service and personal mobility in the Commonwealth. Transit agencies will
likely have to keep vehicles longer and delay replacing or upgrading infrastructure, resulting in
higher maintenance costs, reduced relialgiland an overall negative impact on the delivery of
service.

The Potomac Rappahannock Transportation Commission provides bus services in Northern
Virginia as well as operates the Virginia Railway Express in conjunction with the Northern
Virginia Trangortation Commission. It has noted that based on their fleet plan between Fiscal
Year 2019 and Fiscal Year 2024 it will need to replace 56 buses that have reached the end of
their useful lives (12 to 16 years, depending on vehicle type), and 20 busesgwitke a mid

life overhaul. Under current matching rates, these replacements andifaidverhauls would
require a local match of $8.3 million. If replacement funding is not identified, the local match
would increase to over $15 millidn If these ehicles are not replaceesulting in a reduction

in service, an additional 5,000 person trips per day will be added to the conge8tednd 166
corridors.

5dz2NAYy3 GKAa alyYS LISNA2R 2F GAYSE 1IYLGI2y w2l R
identified the need to rebuild, replace, or overhaul more than 218 buses for state of good

repair. Localities would need to identify more than $12 million in new funding annually in order

G2 YI1S dzlJ F2NJ I ft2aa 2F aidlGS TodwsRAY3IS AT (K
unavailablé®

Blacksburg Transit noted the following:

GThe vast majority of [BcksburgTransitQa € 2 OF f ¥ dzy R¥ingisla A a LINR A
Tech through student activity fees. There would be significant uncertainty

associated with raising student fees to compensate for the loss of state transit

funds. Regarding local government participation, seeking funding for public
transportation is always ery competitive given the needs for other essential

services, so a request to increase (local) funding could be problematic. Last year,

one local government considered cutting service by up to 50 percent when the

loss of state funds became a possibigty.

" Virginia Transit Association Transit Capital Needs Suley 2017
8HRT Capital Improvement Plan, FY2Q17 H nhitps:&/gohrt.com/wp-content/uploads/2009/11/HRICIRTDRFY 1 AFY 23Final.pdf
® Virginia Transit Association Transit Capital Needs Suley 2017
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Additionally, DRPT has identified case studies that highlight the fiscal challenges local
governments that operate transit would expect to face if state transit capital funding is
reduced.

Town of Blacksburg

The Town of Blacksburg receivettansit capital grant to provide funding assistance for a $40
million multimodal transfer facility. Under the current program structure, the state provided a

26 percentstate match for this Tier Il project, and was also able to leverage nearly 64% of the
project costs throughthe pass KNP dz3K 2F FSRSNI f TFdzyRa o ¢ KS
million.

If sufficient replacement revenues are not found by 2020, the state would not be able to

provide state match for this Tier Il project. The state would aks severely limited in its ability

to provide the same level of federal patbsough funds, as federal resources would need to be
spread across broader statewide needs. The result for the Town of Blacksburg would be a local
required funding effort closeto 80percentof total project costs, or approximately $32 million,

in order to deliver this critical project.

City of Alexandria

The City of Alexandria received a transit capital grant for the purchase of six replacement buses
with a total project cosbf $3.9 million. Under the current program structure, the state was

able to provide the full 6@ercentstate match for this Tier | project, or $2.65 million. The City

of Alexandria provided a required local match offg2centto fund the balance of té project.

If sufficient replacement revenues are not found by 2020, the state would only be able to
provide up to a 2®ercentstate match for this Tier | project. The result for the City of
Alexandria would be a local required funding effort ofp&2cent of total project costs,
approximately $2.8 million.

In conclusion, local governments will be faced with difficult choices: identify additional local
funding to support transit or eliminate vital transit services. With reductions in service, the
public would experience longer headways between buses, elimination of transit routes, and an
overall reduction in mobility choices. These impacts are not only significant to local
governments and transit agencies, but they have economic implications to cori@suaiross
Virginia as well.

STATEWIDE ECONOMNAAYSIS

DRPT secured the consultant services of KPMG to estimate the impacts associated with the
sunset of the Capital Project Revenue bonds in 2019. The study found that without
replacement of these fuils there would be a significant impact on the Virginia economy and on
the productivity of the transportation network in various regions of the Commonwealth,
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especially in Northern Virginia. This analysis assumes that local and federal investment remains
at current levels. As there are significant federal and local government contributions to transit
capital, any reduction in those funds for transit would serve to increase the negative impact to

+tANBAYALI Q&

Yt aDQa

Soz2y2Ye o

8§02y 2YAO A Vhderihiningyhk impad@iys +MNBEY (G Q&

measured by jobs and economic outmftan averages130 millionannual funding gap between
available transit capital revenues asthtewide transit capital needs The KPMG modeling
conservatively estimass a loss of 1,000 jobs each year within the Commonwealth for the
GRANBOU ¢
construction and manufacturing of public transportation equipment and facilities (e.g. rolling

duration of the capital investment funding reductidh¢ K $& S Ay Of dzR S

stock manufacturing, escalator replacement, construction of rail related facilities etc.). Itis also

Ay Of dzRS a0 #NIY RA jblS daal &r& éremted due to economic activity stimulated by

GKS AYAGALE

well as industries that are directly performing activities in support of the direct capital

ALSYRAY3IOD

I RRA ( Abasifnésses thak pyoRide Ndwvides r s@ea diractlylto\e

employees who spend inme received from these direct or indirect job'sThe job loss is split

FfYyzaid

SgsSyte | ONRAA

iKS

ARANBOG ¢

Iy R

Based on information supplied by the American Public Transportation Association, there is a
significant amount of employment in the Commonwealth that is related to the transit industry.

Figure 1 Transit Related Companies and Industries in Virginia

Company Industry Location

Big R Bridge Station Equipment Abingdon
Mayville Engineering Fabrication Atkins, Wytheville
Consolidated Glass Windows Galax

Imperial Group Fabrication Dublin

CVG Trim Systems Seating, Wiring Dublin

Koppers Inc StationEquipment, Ties Salem

Progress Rail Services Wheels, axles, traction motors | Roanoke

Cardinal Rubber

Gaskets, hoses

Roanoke, Richmond

Metalsa Frames, fuel tanks, side rails Roanoke
Goodyear Tires Tires Danville
Schrader International Valves, air/fluiccontrol Altavista
Parker Hannifin Integrated Seals, gaskets, fasteners Lynchburg
Cableform Motor controls Troy
Tri-Dim Filter Filters Louisa
Oran Safety Glass Glass Emporia

19 The effect on tpe of spending due to reduced capital investment was determine?/B® These are the spending categories (types) used

SO2

Ay @SaidyYSy i atare duk iy saedNEdeiby supies as Ay Of

AAYRANS

by KPMG in its analysis of the effect of that reduced spending on jobs and output.

" The jobs attributable to the spending of income$et SR o6& SYL}X 28884 I NB 1y26y +a aAyRdzZOSRé 2264

12| Page



Sealeaze

Door seals, track heating

Chesterfield

Deuta America

Data loggerssensors

Richmond

Continental Automotive

Engine, fuel, chassis systems

Newport News

American Turbocharger

Remanufacturing

Newport News

TE Connectivity Sensors Hampton
Cooper Bearings Bearings Norfolk
East Coast Brake Rebuilders | Brake remanufacture Norfolk
Dedicated Micros CCTV Security Systems Chantilly
CelPlan Technologies Communications & Wireks Reston
Sonny Merryman Bus manufacturer Lynchburg

Currently, labor income due to continued transit capital investment is estimated to be an
averageof $560 million each year. With the loss of transit funding, approximately $80 million
of this amount of labor income would be lost each year.

The job loss estimate does not capture the following additional types of job impacts associated
AyodSaiySyl

with reduced tt y & A U

OF LIAGI f

by R

also impact the econom¥? While not as readily measurable as direct capital spending

reduction impacts, these additional impacts are significant and include the following additional

factors leading to job losses and effects on the economy:

1 Job losses due to reduced capital invesnt in public transportation that will ultimately

result in reduced transit services and, thereby, create public transportation operational job

loss (e.g. jobs involving operations and maintenance of facilities and vefichég).a D Q &
economic impact arlgsis is limited to transit capital spending investment and does not
account for the impact of operational expenditures or activities.

1 Job losses as a result of a decline in productivity due to increased cost of travel and travel
time as well as a redudeaccess to jobs. A reduced cost savings for households as a result

of a decrease in transit services translates into lower household disposable income. This
potentially leads to lower consumer spending, which will have an additional negative
multiplier effect on the Virginia economy.

1 Reduction in transportation services also leads to lower business productivity culminating in
access to a smaller and less diverse labor market and a narrower customer base. Reduced

productivity also leads to an efficieptoss associated with a decline in traresitcess driven
33t 2YSNI GAZ2Yy Pé !
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costs to these broader benefits of improved transportation options (such as agglomeration,

AAIAYAFAOL Y

output increasesand tax revenues)' Lower business productivity possibly could lead to

2188 I YSNAOI Y
discussion of these additional impacts.

¥ The capital spending reductiai $130 Million was not allocated by Parsons Brinkerhoff to operational spending, and therefore the influence

tdzof A0 ¢NIYALRNIIFGAZY
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of the spending reduction is only felt through categories of spending related to capital expenditures.
UK Department of TranspoRAG Unit A2.Wider Impacts January 2014
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contraction of current businesses. In addition, several studies suggest the reduced
attractiveness of a location to businesses caused by a reduction in transit services. For
example according to a 2015 study by Conveyal, companies are reassessing their corporate
location decisions in support of the trend toward moving to locations with greater access to
public transit™®

1 Public transit connects employers with a workforce that mytransit as a way to commute
to work. In the event of reduced availability of public transit service, some workers may not
have a viable alternative mode of transportation to get to work. In addition, economic
activity generated due to multiplier effezassociated with these jobs and consumer
spending effects by those who take public transit to get to work would be impacted
negatively.

1 Investments related to transit leat transit oriented developmenand reduced
transportation costs are capitalizexto property prices leading to higher property taxes.
While the range of property price premium varies greatly by distance and type of mode, a
significant literature exists supporting the associated positive property price preffiuin.
recent study condoted by WMATZA finds thatMetrorail adds 6.8 percent more value to
residential, 9.4 percent to mulamily, and 8.9 percent to commercial office properties
within a halfmile of a Metrorail Station, adding $133 million in additional property taxes.
The WNATA study also finds that approximately $4.7 billion in additional road
infrastructure would be required to accommodate transportation users (if there was no
transit) and finally, transit access to 2.0 million jobs would be impacted (within %2 mile of
trangt service).

1 According to the Virginia Transit Association, availability of public transit enhances Virginia
tourism as visitors can avoid traffic congestion and parking is§uaseduction in transit
capital funding would lead to reduced public trarsgrvices, thereby negatively impacting
tourism and related industries.

From a public finance perspective, there is approximately $4 million of annual state tax revenue
that is directly attributable to sales and use taxes, individual income taxes, redeggacome,

and other taxes derived from transit operations and manufacturing that would be lost in the
event that capital spending were not replaced.

Perhaps even more significant than these economic impacts are the resulting costs to the
transportationsystem, such as travel times for commuters and on the quality of life for those
using Virginia roads and transit. These can impact the attractiveness of Virginia as a business,

“Conveyaldl 26 (NI YyEALERNI | ylIfeara KSt LEMap2aoasi ySaasSa FTAYR FyR NBGFAY SYLX 2
(http://conveyal.com/blog/2015/05/11/marriottworkforce)

" TCR Report 35Economic Impact Analysis of Transit Investments: Guidebook for Practiti®8érs

" WMATAMaking the Case for Tran€011.

'8 V/irginia Transit Association: Benefits for Trartgiip(/ /vatransit.com/Benefits_for Tourisjn
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tourism, and residential location, increasing the impact of the reductidraimsit investment
2y *ANBAYAlI Qa SO2y2Ye&d

The KPMG study included an impact analysis on the use of public transit and roadway usage as
a result of reductions in capital funding. Models of the Northern Virginia, Richmond,
Fredericksburg, and Hampton Roadsas were used to simulate the effect of reduced capital
spending and ultimately reduced transit service levels on ridership and traffic in these areas. As
expected, reductions in transit ridership result in additional automobile usage, resulting in
addtional congestion during peak periods. Not surprisingly, impacts in Northern Virginia were
most notable due to the already congested traffic conditions, which are further exacerbated in
the event of a reduction of investment in mass transit. Becauskeeoliigh capital costs of

highway construction, dense urban development patterns, and impacts on private property, it

is unlikely that the Commonwealth could construct enough roadway capacity to mitigate the
congestion impacts of this additional automohiisage.

Across all four regions studied, KPMG estimated that a reduction in capital spending on transit
would lead to an increase in the time traveled, vehicle operating costs, and accident costs
experienced by transportation system users. KRM@&rmined that the annual value of

additional time incurred by transportation system users from extending travel times is $78.7
million in the year 2020. An additional cost of $41.8 million in the year 2020 would be incurred
in additional vehicle operatyg costs due to the extra miles driven as a result of reduced capital
funding and the increase in automotive trips. Similarly, there is an additional annual cost of
$5.6 million that would béncurred in the form of costs of reduced safety. In total,ghe

impacts on productivity are approximately $126 million annually in 2020 and rising to $208
million by the year 2040.

Transit investment also has a positive impact on property values and land use patterns that are
not quantified in this analysis. Itisasonable to anticipate that significant, lotgrm

reductions in transit capital funding would negatively impact local government revenues from
transit accessible properties and would change land development densities that are supported
by high capacityransit investment.

The combined annual impacts in terms of both economic and productivity impacts are sizable
resulting in the loss of over2B4 million ineconomicoutput, $126 million in productivity

impacts, and D00 jobs. The resulting total andueconomic and productivity impact exceeds
$410 million, as represented in Figure 2.
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Figure 2¢ Summary of Annual Impacts (Year 2020)

Economic Impacts|Loss of Jobs 1,000
Reduced State Output ~ $200 Million
Reduced Labor Inconle  $80 Million
Reduced State Taxes $4 Million
Increased Time Cost

Productivity Impactj

"Traveling $78.7 Million
Increased Vehicle
Operating Costs $41.8 Million

Increased Safety Cosfs  $5.6 Million

Total Annual Economic and Productivi

$410.1 Million
Impact

| REGIONAL ECONOMICPIMCT ANALYSES

In addition to the higHevel statewide economic impact analys@mmissioned by DRPT,
economic impacts have also been evaluated by regional transit entities at a much greater level
of detail in recent years. Regional providers and planning organizations can utilize travel
demand models and other tools to produce muubre detailedanalysis targeted to their local
areas. Two recent examples were studies completed by the Northern Virginia Transportation
Commission and Hampton Roads Transit.

The Northern Virginia Transportation Commission (NVTC), which serves aswhedsher

+ANBAYAl Qa &aKI NB 2 F-owner bfthe VirginayRRillvay ExplessRs A a | 02
currently preparing a Regional High Capacity Transit Economic Impact'$tTidey objective of

b+x¢/ Qa addzRe A& G2 |jdz yiA T 8§ trandtt Biodesl(Metnsail ang' R ¢ 2 N.
VRE) operating in Northern Virginia bring to the Commonwealth. The effort focuses on

guantifying the contribution of the state income tax and state retail sales and use tax to the

state General Fund, as these two sourcgeesent the vast majority of General Fund revenues.

This study differs from previous and current work as it evaluates the level of land use and
development that the transportation system can support. It also looks beyond property tax

revenues to local govaments and focuses on those types of revenue that would be assessed

Fd GKS adlrasS €tS@St yR AYLI OO GKS /2YY2ygSIfi
presented to their Commission in June, NVTC has found that the General Fund of the

Commonweah receives over $600 million per year in revenue from the households and jobs
supported by the high capacity rail network in Northern Virginia. This represents nearly four

percent of the General Fund revenues generated by the income tax and retail sdlasa

sales tax in Virginia.

¥ Northern Virginia Transportation Commission June 2017 Monthly Commission Materials
(http://www.novatransit.org/uploads/meetings/2017/June2017kit. pdf
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Hampton Roads Transit (HRT) commissioned a regional econometric study which was
completed in 2016° This detailed regional analysis found that HRT services support over
20,000 jobs and $548 million in annual employment income across Hampton Roads. These
numbers were derived from data representing not only industry employment but also
commuters who us#IRT services and the relationship to industries that depend on transit to
provide access to jobs for their workforce. Accordin@@d6 systerwide survey data,
approximately50 percent oftrips each weekday are riders traveling to and from véark

TRANSIT, LAND DEVELORMEAND STATEWIDE BIOITY

Recent research demonstrates that transit service is an essential part of the new economic
development model and a community feature needed to attract and retain young
professionals. Today, a key prioritycofrporate relocation decisions is the proximity to
talented, educated labor pools. As such, most corporate relocations are following young
people and the millennial workforce. National survey data from the Rockefeller Foundation
shows that twaethirds of millennials place higlquality transportation in their top three

concerns when evaluating a new place to live, and 75 percent of millennials believe they will
live in a place that does not require a car.

In 2015, DRPT commissioned the Southeasterituistof Research to conduct a Statewide

Mobility Survey to gather perspectives on personal mobfftpver 4,500 Virginians were

surveyed, representing communities around the Commonwealth. Overall, 82 percent of those
surveyed said the availability of ai SN F G A @S (GNI yaLR2 NIl GA2Y 2LIGA2Y
economy, and 83 percent said investment in alternative transportation is important to provide

workers with affordable travel for their work commutes. Interestingly, over 80 percent of those
surnweyed that drive alone or telework believe the availability of alternative modes of travel is
AYLRNIFYOG 2 +ANBAYAlI Qa SO2y2Yeéd ¢tKS NBalLRya
geographically. Additionally, the data shows that respondentseasathat are unserved by

public transportation are over 70 percent in favor of investment in transportation options.

® Transit Means Business: Study of Economic Impacts and Benefits of Public Transportation in Hampton Roads
(http://www.connecthamptonroads.com/pdf/Summary%200f%20Findings_Transit%20Means%20Business_Impact%20and%20Benefits%200f%
20Public%20Transptation%20in%20Hampton%20Ro0ads%20June%2020) 6.pdf

#LHRT 2016 Origin and Destination Study

222015 Statewide Mobility Survelat{p://www.drpt.virginia.qov/media/1854/2015state-of-travelstudy-highlightsaspresentedby-sir-at-vta-
conference05-24-16.pdf
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REVENUE ADVISORY BRDAMEMBERSHIP

Consistent with HB 135€he Secretary of Transportation appointed seven members to the
RevenueAdvisory Board upon the nomination of key public transportation stakeholders in
Virginia, including: DRPT, the Virginia Transit Association (VTA), the Virginia Municipal League
(VML), the Virginia Association of Counties (VACO), and the Community Ttatigpor

Association of Virginia (CTAV).

Representing geographic diversity as well as providing leadership in the transportation industry
and local governments, Revenue Advisory Board membership includes:

T

Chair: The Honorable Marty Williams (DRPT nomingtidbLarge Urban member of
the Commonwealth Transportation Board and former state senator and chairman of
the Senate Transportation Committee

ViceChair: The Honorable Jeff McKay (VACO nomination), member of the Fairfax
County Board of Supervisors and Z02hair of the Northern Virginia Transportation
Commission

The Honorable Tom Rust (VTA nomination), former state delegate, chairman of the
House Transportation Committee, member of the Northern Virginia Transportation
Commission, and founding member o&thNorthern Virginia Transportation

Authority

The Honorable Mary Katherine Greenlaw (VML nomination), Mayor of the City of
Fredericksburg and a former member of the Fredericksburg Area Metropolitan
Planning Organization

Jim Spore (DRPT nomination), former Virginia Beach City Manager and President and
CEO of Relnvent Hampton Roads

Dr. James Toscano (VTA nomination), Vice President for Institutional Advancement
at Tidewater Community College and former chair of the Trariapon District
Commission of Hampton Roads

Josh Baker (CTAV nomination), CTAV President, current general manager of the
Alexandria Transit Company, DASH, and former general manager of the Greater
Lynchburg Transit Company

In preparing this report, the Renue Advisory Board attempted to answer the following

guestions

1) How much funding is needed?

2) What are potential funding sources?

3) Which projects should be funded?

4) How should funds be allocated to capital projects?
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HOW MUCH FUNDING?

[EINDINGS

Existingstate transit capital grants cannot be maintained without sustainable and dedicated
funding streams. In its analysis, the consulting team, WSP, determinedwbe$l billion is
needed over the next decade to close the state transit capital fundinggdpgo maintain the
status quo. In response to releasing its draft report to the public for comment, the Revenue
Advisory Board received comments from interested parties that an additional $2 billion is
needed over the next decade. On an annual basesgtp begins in Fiscal Year 2019 and grows
to approximately $178 million by 2027.

Lower state capital grant contributions will result in a reduction in transit capital investments by
Virginia transit agencies or will require additional funding frioeal, regional, or federal

funding sources to make up the gap created by reductions in state funding. Further, while the
Capital Project Revenue bonds have financed transit capital needs to date, such debt financing
is not a sustainable loAgrm solution especially as transit capital needs continue to increase.
This section outlines current state transit capital funding and provides projections over the
upcoming decade for needs and funding sources.

BACKGROUND AND HIVYO

The January 1, 2017 Revenuevisdry Board interim repoft to the General Assembly contains

a detailed history of transit capital funding over the last two decades, including the allocation of
14.7 percent of the Transportation Trust Fund revenues to transit capital, a share that has
remained stagnant since 1999.

In 2007, the General Assembly enacted HB 3202 authorizing the Commonwealth Transportation
Board to issue $3 billion in CPR bonds with a minimum of 20 percent, or $600 million in total,
dedicated to transit annually over a teqear period ending in 2018.

In 2008, Congress passed the Passenger Rail Investment and Improvement Act (PRIIA), which
included a $1.5 billion, tegear federal authorization dedicated to WMATA to ensure its capital
assets remained in a state of good rapal o receive this funding, Congress required a $1.5
billion, tenryear match commitment from Virginia, Maryland, and the District of Columbia. In
2011, the Commonwealth Transportation Board dedicated an additional $50 million annually to
fulfill the PRI\ match requirement. This action increased the overall Capital Project Revenue
bond revenues dedicated to the transit capital program to $110 million annually, 44 percent of
the entire transit capital program in Fiscal Year 2018.

% The full report may be vieweak http://www.drpt.virginia.gov/media/1994/201 7rab-report.pdf.
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In 2013, the General Aasbly enacted HB 2313 generating new transportation revenues.
However, a portion of those increased revenues to public transportation were contingent upon
Gongressional enactment of the Marketplace Fairness Act, which, to date, has not occurred.
The 2015 General Assembly addressed this lack of congressional action through the enactment
of HB 1887. It redirected approximately $40 million annually in dedicassportation

revenues to the transit capital program beginning in 2017. Nonetheless, thadomgransit

capital shortfall over the next decade remains a critical problem.

The remainder of funding for transit capital needs is covered by fededalcmal funding.

Northern Virginia is the only region in the state that utilizes funding sources authorized by state
code to help meet these needs through their annual capital budgets, including general fund
revenues, general obligation bonds, regional @e®s, or property taxes. For example, a 2.1
percent increment on gasoline sold is used to fund transit needs in Northern Virginia, including
WMATA, Virginia Railway Express, and the Potomac and Rappahannock Transportation
Commission.

ISTATE TRANSIT CA. REVENUE PROJBEIB

State transit capital funding sources for the period of 2@D27 total approximately $1.1
billion (in yearofrexpenditure dollars) and include the following:

1 State Capital Assistanc®edicated transportation trust funds provi@oproximately
$100 million annually.

1 CPR Bond$110million is provided annually to the statewide transit capital program,
backed by the Priority Transportation Fuig$0 million for statewide capital needs
well as $50 million annually to WMATA to nmélee federally mandated PRIIA match.
The annual bond fund proceeds begin to diminish in Fiscal2048rand are exhausted
in Fiscal Yed&020.

VESTII\/IATION OF STAITREANSIT CAPITAL ASRINCE NEEDS

The consultant team developed an estimation of transpita needs by public transportation
agencies, as well as the projected state funding share required to meet those needs. The needs
estimate reflects a conservative forecast based on the fiscalhgtrained planning process
established in federal and gtastatute.

The methodology to estimate transit capital needs over the period included the following:

9 Data Collection:Classify Six Year Improvement Program and WMATA Capital
Improvement Program projects by transit capital assistance tier and type.

1 DataVerification: Analyze the funding needs for the ten largest transit agencies
receiving state capital assistance in order to identify additional projects excluded from
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the Six Year Improvement Program, for which funding has not yet been secured. These
agencies constitute over 90 percent of all state transit capital funds allocated.
1 Cost EstimationPrepare estimation of capital costs for:
o WMATA
o Ten largest transit agencies
o All other agencies by Transportation District

For the purposes of this study, the WMATA needs portion of the state transit funding gap
analysis totaled $5.05 billion and was calculated in 2016 based on its Fiscal Yea282D17
Capital Improvement Plan. In March 2017, WMATA revisedyieabcapithneeds to $6.15
billion, an increase of $1.1 billion. The case studies for this analysis do not assume this
increased level of capital needs.

The consultant team developed three case studies to analyze potential transit capital funding
needs in ordeto determine the funding gap over the next decade:

1 Baseline of Estimated Funding Needsansit agencies seek funding consistent with the
| 2YY2Y 6 S I-fedr Khprévendent frogram. Estimated needs total $5.6 billion,
with a state funding contribution,nder the current tierbased allocation approach and
match rates of $2.1 billion. This base line case study result$irDabillion gap
between estimated state transit capital funding needs and estimated funding sources.

1 Baseline Minus Expansion Need$he state transit capital program would only be able
to fund projects addressing state of good repair needs. Additionally, transit agencies
would have to rely solely on limited and highly competitive local, regional, and federal
sources, if available tauhd expansion projects. The inability to rely on state dollars for
expansion projects would lead to a decrease in transit availability. In turn, this would
result in an increase in single occupant vehicles and longer commute times causing
significant ecaomic distress on the Commonwealth. Estimated state of good repair
needs over a ten year period total $4.1 billion, with a state funding contribution, under
current allocation approaches and matching rates, of $1.6 billion. This case study results
in afunding gap of $0.5 billion

1 Baseline Plus Additional GrowtiBuilding on the baseline estimated funding needs,
agencies seek funding for additional expansion projects to meet the continuing growing
demand for public transit. In addition, this case inclsidefive percent contingency on
project capital costs in order to account for potential cost overruns or underestimations.
Estimated needs in this scenario total $7.6 billion, with a state funding contribution,
under the current tietbased allocation appach and match rates, of $3.0 billion. This
case study results infanding gap of $1.9 billion

For each casd;igure 3summarizes estimated state transit capital needs, the estimated state
contribution, available state funding, and the estimated funding gap over the estimation
period.
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Figure 3 Estimated Spending, State Contribution, and Funding Gap (Fiscal YeRis&d Year
27)

Estimated Needs | State Contribution Funding Gap
Case Study:
Baseline of Estimated Funding Need $5.6B $2.1B $1.0B
Baseline Minus Expansion Needs | $4.1B $1.6B $0.5B
Baseline Plus Additional Growth $7.6B $3.0B $1.9B
Source: WSP

Figure 4summarizes the annual estimated state transit capital funding gap for the three case
studies which increases over time in each case as bond funds expire and estimated capital
needs grow.

Figure 4 Annual Estimated State Transit Capital Funding Gap (Fiseal 19 Fiscal Year 27)
barftAzya 2F _ SINm2Fn9ELISYRAGIINE 52 € NAO
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WHAT FUNDING SOURCES?

FINDINGS

The Revenue Advisory Board reviewed four scenarios but chose not to recommend one specific
package to the General Assembly to address the transit capital funding gap. The packages

include a mix of statewide and regional sources rather than using a siogtee or relying

upon statewide sources only. Several regional options are available to generate funds
commensurate with the transit needs of the two regions of Northern Virginia and Hampton

w2l Ra® ¢tKAada RSOA&AZ2Y NBTindplsfar addifofal funfighS y dzS ! R
listed below.

IPRINCIPLES FOR ADONAL FUNDING

¢tKS wS@SydzS ! ROAA2NE . 21 NRQ& LINAYOALX Sa F2NJ |

1 Focus on transit capital funding

1 Acombination of revenue sources to spread the impact or a singlewtdéesource

that is predictable and sustainable

Revenue sources that increase graduallatidress future gaps and needs;

A combination of statewide and regional sources with the majority of funding generated
by statewide sources

Regiondly derivedfundsshall be directed to prioritizettansit needs within the regign
Implement revenue sources/approaches that ramp up gradually to address future gaps
and needs based on the phase out of the CPR bond funding

Implement afloor on regional taxesand

Dedicate ecess Priority Transportation Fund revenues after debt sedecdécatedto

transit capital as this source becomes available (approximately Fiscd202&qr

1
1

= =

= =

| EVALUATION OF FUNBIOPTIONS

The evaluation of funding options included the reviewadbng list of potential revenue sources
including taxes and fees enacted in Virginia for transportation andtreorsportation

purposes. Further, the consultant team considered revenue options used to fund transit and
transportation in other states ancegions of the U.S., as described in Figure 5.
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Figue 5: Long list of Revenue Options

Access rights fee

Airport use excise tax

Alcohol tax

Amusement taxes

Bicycle registration fee

Buildingpermit tax

Cap and Trade

Car registration fees

Car tax (personal property)

Commercial and industrial property tax
Connection fee

Construction fee

Container truck surcharge

Dedicate portion of commercial and/or
residential real estate taxes or impose a
sepaate special tax district

Dedicated value added taxes
Development of publiprivate partnerships
Disposal tax surcharge

Driver license fee

Energy & utilities taxes

Fees for trucks servicing the port
Fertilizer/pesticide taxes (agricultural
chemicals)

Frandise fee

Fuel Tax

Head tax (based on # of employees)
Hospitality tax

HOT Lanes

Hotel excise tax

Impact fees / proffers / contributions for
new development

Impact fees / proffers for new development
Improvement district tax

Income tax for localities witthe proceeds
dedicated to transit

Increase sales tax base to include more
services dedicate extra revenue to
transportation
Inspection/monitoring/testing fee
Insurance premium taxes

Joint Development

Leasing of air space and righftway
Licensing and kreational fee

Litter control tax

Local aquifer protection fee

Local water/wastewater utility user fee
Lottery and/or casino revenue / dedicated
lottery
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Marine facilities tax

Mortgage transaction fee

Naming rights

Occupational license tax

Off and/or onstreet parking space fee
Payroll Tax

Petroleum Business Tax

Project investment fee

Property tax

Real estate transfer tax

Recordation Taxes

Rental car taxes

Restaurant/prepared food tax

Road branding / providing advertising space
on public facilities

Sales andise tax

Septic system impact fee

Solid waste disposal fee (tipping fees,
septage/sludge fees)

Special permitting fees

Special regional transportation taxing
districts

State public water supply withdrawal fee
Tax on marine vessels

Tax on personal watercrafpersonal
property)

Taxes on Certain Transportation and
Transmission Companies

Tire Tax

Tobacco tax

Toll increase/implementation

Tourist tolls on roadways as part of toll
system

Traffic violation revenuespercentage
Transportation/Infrastructure fee fonon
profits/governmental organizations whose
property is not subject to property taxes
Utility rights application fee

Vehicle registration fee for public
colleges/universities

Vehicle titling tax

Vehicle use fees based on mileage (payable
w/ state inspetion)

Voluntary "check off" designating a portion
of state income taxes to go towards
identified item

Well permit/pumping fee

Source: WSP



In determining which revenue options to select for further investigation, the Revenue Advisory
Board focused on potential revenues that i) presented a nexus to transportation; ii) were viable
options for consideration by the General Assembly; and iii) weder the purview of the state
including regionally generated revenue streams. This list excluded any-omaiiplled

funding streams, such as real estate and personal property taxes, with the majority of revenues
being generated statewide. The lftrevenue sources at the evaluated at the statewide level

are summarized in Figure 8.

For purposes of considering the appropriate balance of regional and statewide sources,
additional regional revenue sources are authorized to fund transportatioronthirn Virginia
and Hampton Road¥ These sources are detailed in Figures 6 and 7 below which specify the
legal status and uses of these revenue sources.

While these sources generate transportation revenue, they also represent a significant regional
financial commitment and sacrifice by residents as well. This does not include the existing
property tax districts in Tysons Corner, Reston, Herndon, and Loudoun County that are funding
the Dulles Corridor Metrorail Project; the tax financing district in@y of Alexandria funding

the Potomac Yard Metrorail station; as well as, numerous special districts for funding highway
and multimodal improvements in other areas, such as the Route 28 Transportation
Improvement District.

Figure 6 Existing Regional Remee Sources Authorized for Transportation Northern
Virginia

Revenue Source Status AuthorizedUses Rate
Fuel Sales Tax Enabled and enacted; no floor to the| Transit Funding: NVTC 2.1%

tax, contrary to statewide fuel sales | (primarily WMATA) and

tax PRTE
Retail Sales Tax Enabled and enacted NVTAC Transportation 0.7%

Funding including Transit

Transient Occupancy| Enabled and enacted NVTAG Transportation 2%
Tax Funding including Transit
Real Estate Transfer| Enabled and enaet NVTAG Transportation $0.15 per $100

Taxca / 23[3551‘
wStAST ¢

Funding including Transit

of deed value

Commercial and
Industrial Property
Tax®

Enabled; enacted in some counties,
identical amount raised through othe
taxes for transportation in other

localities.

Transportation Ending
within eachcity/county,
including Transit

$0.125 per $100
of property
value

 egislation authorizing regional revenue sources: §-8895 describes the Planning District criteriarfegional fuel sales tax (2.1 percgnt
- Population between 1.5 and 2 million inettmost recent United States Census
- Motor vehicles registered between 1.2 and 1.7 million
- Total transit ridership between 15 and 50 million riders per year across all transit systems

25
NVTC jurisdictions include: Arlington, Fairfax, and Loudoun Counties, Cities of Alexandria, Fairfax, and Falls ChjunisdiddRiC
include: Prince William, Stafford, and Spotsylvania Counties and the Cities of Fredericksburg, Manassas, andRdeanassas

% |_egislation authorizing commercial and industrial property tax: §-38211.3. Classification of certain commercial and industrial real property

and taxation of such property by certain localities




Figure 7 Existing Regional Revenue Sources Authorized for Transportatidtiampton Roads

Revenue Source Status AuthorizedUses Rate
Fuel Sales Tax Enabled and enactedo floor to the | HRTAG Highway Only 2.1%

tax, contrary to statewide fuel sales

tax
Retail Sales Tax Enabled and enacted HRTAG Highway Only 0.7%
Commercial and Enabled, not enacted by any city N/A Up to $0.10 per
Industrial Property $100 ofproperty
Tax value

Figure 8 List of Revenue Sources Evaluated

Revenue Source Statewide Regional

Retail Sales and Use V

Motor Vehicle Sales andsd

Motor Vehicle License Fee

Motor Vehicle Rental Tax

Sales Tax On Motor Fuels

5 NJA diiSeNde &ees

Toll Implementation

I << <[<K<|I<[<K<]<
<

Tax on AuteRepair Labor

General Property Tax

C&l Property Tax

Deed/Mortgage Recordation Tax \%

Real Estate Transfer Tax V

I <K< 1< <L

Hospitality Tax

Personal Income Tax V

Insurance Premium Tax V

Communication Sales Tax V

Utility Bill Fee \%

Tobacco/Cigarette Tax \%

Source: WSP
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These revenue sources were evaluated according to the criteria summarized in Figure 9. The

criteria assess each source relative to ease of implementation, econpatfitical, and
administrative conditions. The scoring criteria are summarized below, with full circles

representing high (positive) scores, empty circles representing low (negative) scores, and half

filled circles representing medium scores.

Figure 9 Rewenue Evaluation Criteria

Factor

Description

Rating

Revenue potential

Amountfunding source may yield fo
transit programs

®
©
@)

High
Medium
Low

Keep pace with
inflation

Source keeps pace or is correlated
with general price inflation

8

Indexed and/or keepingace with
inflation

Sometimes keeping pace with inflation
Not indexedhot keeping pace with
inflation

Proportionate impact across income

Progressive (consistent with incomes)
Neutral

Equity levels Regressive (higher burden on lower
incomes)
. . L Directly related to the beneficiaries
Nexuswith Correlation with beneficiaries of Some relation

beneficiaries

transit programs

No relation

Stability
predictability

Annual stability and predictability

Generally stable/predictable
Varies but generallgredicable
Relatively unpredictable/volatile

Administration

Administrative, collection and
enforcement costs

O ©@ Oce 09 OCe

Already collected at some levédiv cost
Moderate administration and collection
costs

Costly new administration and collection
mechanismsequired

Source: WSP

0. High D = Medium O-= Low
The outcome of this screening is a matrix presented in Figure 10 that describes each source and
highlights its advantages and disadvantages relative to the funding objectives. More detail on

the evaluation of each potential revenue source is provided in Appendix B.
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Figure 10 Evaluation of Potential Revenue Sources

Source

Revenue
potential

Keeps pace
with inflation

Equity

Nexus with
beneficiaries

Stability/
Predictability

Administration

Retail Sales and Use

o

L))

[ )]

Communication Sales Tax

Motor Vehicle Sales and use

Motor Vehicle License Fee

Motor Vehicle Rental Tax

Sales Tax On Motor Fuels

Drivers License Fees

Toll Implementation

Tax on Auto-Repair Labor

Property Tax

C&l Property Tax

Deed/Mortgage Recordation Tax

Real Estate Transfer Tax

Hospitality Tax

Personal Income Tax

Insurance Premium Tax

Utility Bill Fee

Tobacco/Cigarette Tax

L BN NN NI NoRINoNN NN NI BE-NE-EN BEONN NE-RN

Ol el eje| & & oo ® 65 0 00 & @O0

V)
O
@)
©
@)
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@)
0
©
©
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©
o
[ J
0
O
L))

o|o|o|j0o|j0O|0O|®&®&®&|® O 66 065 &6 0

e e|le|lo|lo|o|lo|lo|e|®|©|® OO0/ @® O @

o © 00 & o 0 06> SO 0|00 0 0 o

Source: WSP

@®-1igh D = Medium

Based on these results, the Revenue Advisory Board selected a shorter list of potential revenue
sources for further evaluation. This includes existing taxes with large bases that contribute to

O: Low

funding transit capital, such as the Retail Sales and Usantiathe Motor Vehicle Sales and

Use Tax.

Subsequently, ordeof-magnitude revenue estimates were prepared for the selected statewide
and regional funding sources. For illustrative purposes, the additional revenue generated from

modest increases to cume rates was calculated. The estimated revenue potential for
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statewide sources is summarized in Figure 11, for Northern Virginia in Figure 12, and for

Hampton Roads in Figure 13.

Figure 11 Estimated Revenue Potential Statewide Revenues

State Sources Existing State | Increased Tax Growth | Average Annual

Tax Rate Rate Rate Revenue
Estimated*

Retail Sales Tax 4.3%' 0.10% 1.03% | $135.2m

Motor Vehicle Sales | 4.15% 0.50% 1.05% $119.3m

and Use Tax

Gas and Diesel Fuel | 5.1%/6%° 0.50% 0.89%° | $85.7m

Sales Tax

Deed & Mortgage | $0.25/$100° | $0.05/$100 0.50%" | $73.2m

Recordation Tax

Insurance Premium | 2.25% 0.25% 5.53% $70.0m

Tax

Priority - Up to 100% of | - $67.4 m*

Transportation Fund surplus revenues

Motor Vehicle $40.75 $5.00 0.00% $36.7m

License Fee

Internet Sales Tax | - 0.25% 6.079%6° | $24.1m

Real Estate Transfer| $0.05/$100* | $0.01/$100 0.50% | $6.8m

Tax

*FY18FY27 Estimates: WSP

%7 4.3 percents the state rate, effective totahte is5.3 percent statewide, and 6 percent in Northern Virgarial Hampton Roads; tax rate is

2.5 percentstatewide for food

%5 1 percent for gasoline; 6 percefutr diesel staterate. Effective total rate 7.2 percent/8.1 percent in Northern Virgarie Hampton Roads.

2 Growth rate from the state forecast on the gas tax. Base price from EIA.
% Effective rate is $0.33100 of deed and mortgage value for most jurisdictions (option of 1/3 additional local rate)
% Conservative 0.5 percegtowth used to reface negative observed CAGRSs
% Average for PTF is from FY2627. Surplus revenues, revenues after debt service, are not available until FY 25.
% Only 20142018 data available, CAGR based on that time series
3 Effective rate is $0.10/$100 of deed valuec@ts state rate, 5 cents local rate). Additional $0.15/$100 congestion relief féerthern

Virginia
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Figure 12 Estimated Revenue Potenti@ Northern Virginia Regional Revenues

Northern Virginia Existing Increased Growth Rate | Average Annual

Sources Regional Tax | Tax Rate Revenue
Rate Estimated*

Retail Sales and Use T4 0.7%" 0.25% 2.64% $102.1m

¢ NoVA

Retail Sales and Use Tg 0.7% 0.50% 2.62% $155.7m

¢ WMATA Jurisdictiori$

Fuel Sales Tax Floor | 2.1% 1.2% ElAForecast | $30.6m

Implementation

Fuel Sales Tdwcrease | 2.1% Floor EIA Forecast | $25.1m

after Floor

Implementation

Utility Bill Fees - $12/year 1.32%/1.66% | $12.0m

Real Estate Transfer T4 $0.15/$100° | $0.02/$100 | 0.83% $6.1m

*FY18FY27 Estimates: WSP

Figure 13 Estimated Revenue Potentigl Hampton Roads Regional Revenues

Average Annual

Existing Regiona| Increased | Growth Revenue
Hampton Roads Sourceg Tax Rate Tax Rate Rate Estimated*
Retail Sales and Use Taj 0.7%° 0.15% 1.03% $23.6m
Fuel Sales Tax Floor EIA
Implementation 2.1% Floor Forecast $17.3m
Fuel Sales Tdmcrease
after Floor EIA
Implementation 2.1% 1.2% Forecast $21.1m
Utility Bill Fees - $12/year 0.5%/0.5% | $6.5m
Real Estate Transfer Tay - $0.02/$100| 1.00% $1.4m

*Hampton Roads Trangirovided revenue estimates for Retail Sales and Use Tax and Real Estate Transfer Tax.

Other FY18Y27 Estimates: WSP

% 4.3 percents the state rte, effective total rate is 5.3 percent statewide, and six percent in Northern Virgimitlampton Roads; tax rate is

2.5 percentstatewide for food

% Rate increase for WMATA jurisdictions only. Loudoun County is included starting 2022. Growth rate for WMATA jurisdiligjbtig lower

than for Northern Virginias a whole.
% Residential Growth Rate/Commerci

al Growtkera

% $0.15/$100 is Northern Virginidongestion Relief Fee, coupled with the statewide rate of $0.10/$100, the effective rate is $0.25/$100 in

NoVA

% 4.3 percentis the state rte, effective total rate is 5.3 percent statewide, and six percent in Northémginiaand Hampton Roads; tax rate is

2.5 percentstatewide for food
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PROSPECTIVE FUNDMN&KAGES

Based on the principles outlined in Section 3.2, the Revenue Advisory Board reviewed multiple
packages to fud transit capital needs that provide an average of $130 million to $140 million in
annual revenue to replace revenues and maintain the status quo.

It should be noted that the Revenue Advisory Board received comments from the public
highlighting a needdr more than $130 million to $140 million annually in funding. Several
individuals and interest groups provided statements that the Commonwealth needs upwards of
$200 million annually to meet the increased growth of transit. However, as tasked by the

Gereral Assembly in HB 1359, the Revenue Advisory Board focused solely on revenue packages
that will replace lost revenues and allow for some modest system growth. These packages are:

1 Package & Adjust existing statewide sources
o Deed and Mortgag&ecordation Tax
o Priority Transportation Fund
0 Real Estate Transfer Tax
1 Package Z, Adjust single statewide funding source
o Package 2a: Statewide Retail Sales and Use Tax
o Package 2b: Statewide Fuel Sales Tax
1 Package & Adjust existing state and regional reneles
o Statewide
A Deed and Mortgage Recordation Tax
A Priority Transportation Fund
A Real Estate Transfer Tax
o Northern Virginia and Hampton Roads
A Fuel Sales Tax Floor
A Increase of the regional Fuel Sales Tax after implementation of a floor
A Retail Sales and Use Tax
1 Package 4 Adjust state and regional revenues with a floor on the fuel sales tax in
Northern Virginia and Hampton Roads
o Deed and Mortgage Recordation Tax
o Priority Transportation Fund
0 Real Estate Transfer Tax

Each funding package is described more in fletaAppendix C. The Revenue Advisory Board
chose not to endorse one specific package to the General Assembly to address the transit
capital funding gapbut chose instead to provide principles that should be considered by the
General Assembly in idengihg a revenue package
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WHICH PROJECTS?

A project prioritization process for capital needs will allow the Commonwealth to allocate and
assign limited resources into those investments that are most critical and that achieve policy
objectives of maintaimg a state of good repair of existing assets. It also provides a
methodology to prioritize funding for new investments that meet performance criteria and
achieve benefits related to congestion mitigation, economic development, accessibility, safety,
envronmental quality, and land use. The General Assembly and the Commonwealth
Transportation Board should consider the additional need for revenues before implementing a
new prioritization process.

| PROJECT PRIORITIDNIPOLICYRINCIPLES

The Revenue Adsory Board established the following policy principles for project
prioritization:

1 Itis possible to prioritize transit capital projects using technical scoring/ranking based
on quantitative and qualitative measures.

1 The policy and provisions of such aopitization process should be developed by the
Commonwealth Transportation Board, in a manner similar to the development of the
SMART SCApEbcess, via Board policy to allow for ongoing process improvement.

1 The Revenue Advisory Board has identified lastiative approach to prioritization and
provides the following recommendations for work moving forward:

o For the purpose of scoring and ranking, projects should be grouped into three
categories:

A State of Good Repair
A Minor Enhancement
A Major Expansion

0 Scoring criteria for State of Good Repair should be based on a combination of

asset condition (from existing federal and state asset management processes)

and service impact.

Scoring criteria for Minor Enhancement should be based on service impact.

o0 Scoringeriteria for Major Expansion should be based conceptually orSMART
SCALIEactor areas and transit focused measures to allow for portability of
project applications between programs. Cost effectiveness should be considered
as a measure.

0 The statewideprioritization process should only apply to capital funds collected
and allocated statewide.

1 While this analysis has recommended criteria and measures for the prioritization, the
detailed measures and data sources required to implement this process sheuld
finalized by the Commonwealth Transportation Board after a more thorough analysis of

o
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the implications on individual capital projects in the Six Year Improvement Program. This
review should be conducted with the Transit Service Delivery Advisory Coraraitte
through outreach to transit partners across the Commonwealth.

PROJECT PRIORITIDNTPROCESS

For the purpose of prioritization, the Revenue Advisory Board recommends three separate
prioritization processes with different criteria and scoring procedsg project type.

Figure 14 Project Prioritization Proce$8

Project Submittal

Project Type

SGR Needs Screening *
Technical Score: T . Technical Score
Asset Condition + EEFIEE] Sl
. Service Impact
Service Impact
Cost Effectiveness Score

State Share
of Cost
SGR Ranking Minor Enhanc. Ranking
Expansion Ranking

State Match / Funding Tiers

Funding Allocation

Transit capital projects can be classified into three types for the purpose of assigning measures
and prioritization:

1. State of Good Repatiefers to projects or programs to replace or rehabilitate an
existing asset with technical score and ranking based on federal transit asset
management requirements

2. Minor Enhancementefers to a streamlined process for minor projects or programs
adding Imited capacity or new technology, or improvements to existing facilities
(illustrative threshold of $2 million)

40 N . . R . . L
Funding is separated into two categories: State of Good Repair/Minor Enhancement and Major Expansion. In terms oigpitfesezi
projects, projects are separated into three cabeigs: State of Good Repair, Minor Enhancement, and Major Expansion.
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3. Major Expansiorrefers to new projects or programs that add, expand, or improve
service, with a project cost exceeding $2 mill{dlustrative), intended to follow a
process similar t8§ MART SCALE

Examples of capital assets included in each project type are identified in Figure 15.

Figure 15 Examples of TransiCapital Assets

State of Good Repair

1 Vehicle Replacement
- Replacement buses
- Replacement Vans
1 Administrative/Maintenance Facilities
- Rehabilitation/Renovation of bus maintenance facility
1 Customer Facilities
- Bus shelters
- Bus stop accessibility
- Bus Route signage
1 Maintenance equipment and parts
- Spare parts
- Hybrid bus batteries
- Shopequipment
1 Technology/systems/communications
- Fare payment systems and hardware
- Safety/surveillance/security equipment and systems
- Software and hardware to support AVL, payroll and administration, planning and schedulirimee:
passenger information angkporting
1 Other
- Debt service
- Capital cost of contracting

Minor Enhancement

Vehicles; minor fleet expansion

New bus shelters

Route sighage (bus stop sign)

Purchase digital bus stop signage

New fare collection equipment

New software, hardware, systems

Minor real estate acquisition

Capital project development (engineering and design, construction management)

=A =4 =8 -4 -4 -4 -8 A

Major Expansion

Construction of administrative/maintenance facility
Construction of a transit/transfer center

Vehicle¢ major fleet expansion

Newstation entrance

BRT/LR corridor

=A =4 =4 -4 A

“I Fixed rail projects must be evaluated/scored through SMART SCALE
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State of Good Repair projeatanbe screened initially using asset condition and age data to
determine whether there is a legitimate need for asset replacement/rehabilitation and based
upon Federal Transit Administration (FTA) requirements for Transit Asset Management.

Once an assesideemed eligible for State of Good Repair, the funding requeasbe scored
based on asset condition and service impact criteria. Once all projects are scored, the projects
canbe prioritized from highest to lowest score.

Minor Enhancement projectsanbe scored and prioritized based on service impact criteria.
After scoring, similar to the State of Good Repair process, the Minor Enhancement applications
canbe prioritized from highest to lowest score.

The process to score Major Expansion projeetstake into account the six criteria, similar to
SMART SCALEquired under HB 1359: congestion mitigation, economic development,
accessibility, safety, environmental quality, and land use. The objectives of each criterion are
listed inFigure 16 Scoringanbe assigned by criterion and a total score calculated by applying
the desired weighting factors (i.e. all factors have the same weight, or variable weight that
provide more or less importance to certain criteria). The share of state castse appied to
calculate coseffectiveness which will then be used to prioritize projects.

Appendix D provides additional information on the illustrative scoring process considered by
the Revenue Advisory Board.

Figure 16 Major Expansion Critea

Criterion Objective

Congestion Mitigation Reduce delay, improve transportation system reliability, and encourage transit use

Economic Development Support existing economies, and enhance opportunity for economic development

Accessibility Enhance worker and overdibusehold access to jobs and other opportunities, and
provide multiple and connected modal choices

Safety Address multimodal safety concerns and improve transit safety and security

Environmental Quality Reduce emissions and energy consumption by progidiodal choices, and minimize

natural resources impacts

Land Use Improve consistency of the connection between local comprehensive plans and land
policies with transit investments

USE OF TRANSIT ASBBENAGEMENT (TAM) FGRATE OF GOOD REPAIR

Transit agencies receiving federal financial assistance under 49 U.S.C. Chapter 53 are now
required to develop transit asset management (TAM) plans. Agencies operating rail and/or
those with more than 100 vehicles on fixed or Aiored routes (Tier | agemes) are required to
develop their own TAM plans. Smaller operators (less than 100 vehicles operating on fixed or
non-fixed routes), subecipients of Section 5311 funds, and American Indian Tribes are
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considered Tier Il agencies. Tier Il agencies raagldp their own plans or participate in a

group TAM plan. DRPT is sponsoring a group plan for Tier 1l agencies, of which, nearly all Tier Il
agencies in the Commonwealth are participating in. TAM reporting will be mandatory starting

in 2018 (with optioml reporting starting in 2017).

At a minimuni? TAM plans shall include the following information:

1 An inventory of assets

1 A condition assessment of inventoried assets
1 Description of a decision support tool

1 A prioritized list of investments

As transit operatrs will be required to provide data to meet the condition assessment
requirements for TAM plans, this data will further support the proposed State of Good Repair
scoring and prioritization process developed in response to HB 1359. Transit operators that
receive state funding, regardless of whether or not they receive federal funds, provide asset
RFGF RANBOGEE G2 5wt¢ GKNRAAK Fy 2yfAyS | aa
CNIyaad F3ASyOAaASaQ dzasS 2F ¢! a LI | yréhe StafePof ¢ NI y
Good Repair portion of the proposed prioritization process.

“2Required from Tier | and Tier Il agenci&er | agencies must comply with five additional elements in their TAMspla
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HOW SHOULD FUNDS BE ALLOCATED TO CAPITAL PROJECTS?

VPRINCIPLES FOR TRANCAPITAL PROGRAMRYECTURE

The Revenue Advisory Board developed the following principles to guiderksin developing
a prioritized funding allocation program:

T

Funding should be separated into two progragne for State of Good Repair/Minor
Enhancement (combining scoring for these two project types as outlined in Figure 12)
and one for Major Expansion

A floor (minimum percentage) should be established for the percentage of total funds
that will be directed to State of Good Repair, e.g. 80 percent of available funding. This
amount will be split into State of Good Repair and Minor Enhancement with me mo
than 5 percent of these funds going to Minor Enhancement.

The remaining percentage of the total funds (e.g. percent of available funds) would be
provided for Major Expansion projects.

The Commonwealth Transportation Board should have the discretioroieerfunding

from Major Expansion and Minor Enhancement into State of Good Repair based on
funding needs.

Minor Enhancement projects would be defined as a relatively minor addition to an
existing fleet, expansion to an existing facility, or a smaller ptajedollar value. Exact
thresholds and definitions will be determined at a later date following additional
industry input.

A single consistent match rate should be applied across asset types within each program
in order to provide greater predictability ifunding. This would shift away from the
existing tiered match rates that vary by year or by asset. The match rate should be high
enough to ensure that selected projects are fully funded, e.g. percent for all projects.
The exact match rate can be set dater date following additional industry input;
however, the Revenue Advisory Board examined rates up fue8ent.

State of Good Repair and Minor Enhancement projects should be matched at a higher
rate than Major Expansion projects.

Local matching reqeements (minimum of four percent) should remain part of the
program structure.

Using this approach, priority will be placed on state of good repair projects, and projects would
be funded in order of priority until all funds are exhausted. Consequengyntimber of

projects receiving state funding will be dependent upon the selected state participation rate. As
with the SMART SCApEoritization process, the Commonwealth Transportation Board would
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retain the flexibility to fund projects with a lower raty if warranted by other considerations or
local priorities.

VTRANSIT CAPITAL ASRINCE PROGRAM STRIRE

For the purpose of this analysis, the Revenue Advisory Board examined several options for
program structure. To ensure the primary focus is on Staétéood Repair, the Revenue
Advisory Board determined the program structure should be:

1 80 percentof available fundingState of Good Repair and Minor Enhancements, as the
primary focus of the transit capital program; and
1 20 percentof available fundingMajor Expansion

A minimum of 80 percentf available fundinghould be allocated to State of Good Repair and
Minor Enhancements establishing a floor or minimum threshold focused on State of Good
Repair. This amount can be split into State of Good RepdiMinor Enhancement, at the
discretion of the Commonwealth Transportation Board, with no more than five percent of
these funds going to Minor Enhancements. If there are excess funds available in the State of
Good Repair program, these should be rolledMard for use in future fiscal years and not
allocated to additional expansion needs.

The remaining percentage of the total funds (e.g. 20 percent of available funds if 80 percent is
allocated to State of Good Repair and Minor Enhancements) would magdtbto Major

Expansion projects. The Commonwealth Transportation Board should have the discretion to
move funding from Major Expansion and Minor Enhancement into State of Good Repair, based
on funding needs; the opposite transfer, from State of Gooddiep Major Expansion, should

not be allowed.

Minor Enhancement projects would be defined as a relatively minor addition to an existing

fleet, expansion to an existing facility, or a small project in dollar value. Exact thresholds and
definitions will bedetermined at a later date, following additional industry input.
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Figure 16 Transit Capital Program Structure

State of Good Repair and Minor Enhancement
(80%) Expansion
SGR Minor Enhancement (20%)
(95%) (5%)

Funding can move from Expansion to SCI

Funding cannot move from SGR to Expans

o _ Funding level to be determined bas
'% g Minimum funding level (floor) for SGR on review of needs, funding can bg
L% 9 Funding can be moved from expansion to SGR based on nee| moved to SGR but not from SGR t
expansion

(3]

295

=ES8SE up to 80% up to 80% up to 50%

252

STATE PARTICIPAT IRATE

In order to provide transit agencies with greater funding predictability, a single consistent state
participation rate should be applied across asset types within each project type (e.g. State of
Good Repair, Minor Enhancement, and Major Expansion). This would mark a shift away from
the existing tiered state participation rates which vary by year by agpettegardless of

whether it is a state of good repair replacement or expansion asset. The state participation rate
should be high enough to ensure that selected projects are fully funded.

The state participation rates set for State of Good RepairMimdbr Enhancement projects

should be higher than the rate set for Major Expansion projects. The exact state participation
rate will be set at a later date following additional industry input. Local matching requirements
(minimum of four percent) shoulcemain part of the program structure.

The Revenue Advisory Board reviewed a range of state participation, rates upéocgdt as
illustrated in Figures 17 and 18.

‘ILLUSTRATIVE SCENYSRI

The prioritization and program structure approach was applietbsb the methodology.

Projects received funding in rank order by score until funding was exhausted by project type

(e.g. State of Good Repair, Minor Enhancement, and Major Expansion). The graphs below show
the range of match rates between 50 percent ariiircent and demonstrate that the

variation in the percentage of projects funded in that range is negligitdss than ten percent.
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Therefore, the state participation rates should be established high enough to enable transit
agencies to support the captetion of their projects, similar t8MART SCALAS noted in

Section 5.2, the Commonweallitansportation Board should retain the ability to move funding
from Major Expansion to State of Good Repair to meet priorities.

Figure 17 Project Funding irAllocation Scenario 1, with Base Revenue
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Figure 18 presents the same scenario but assumes the state transit capital program receives
additional revenue as described in section 3.4.

Figure 18 Project Funding in Allocation Scenario 1, witdditional Revenue
SCENARIO 1 — 80% SGR / 20% MAJOR — ADDITIONAL REVENUE
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Graphs presenting other scenarios are included in Appendix E.
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RECOMMENDATIONS

The Revenue Advisory Board makes the following recommendations regarding revenues, transit
capital program structure, and allocation of funds:

1. In order to meet the transit capital funding needs of the Commonwealth, replacement
funding must be identified. Without replacement revenue, the transit capital program
will be unable to maintain a state of good repair for existing transit capital assets.

2. As the General Assembly considers replacement funding for the transit capital program,
the needs and economic impacts of WMATA should be considered. Ongoing studies
related to the governance, operations, and financial management of WMATA should be
contenplated in drafting potential legislative solutions for transit capital.

3. A combination of sustainable and dedicated revenue sources, including both state and
regional sources, should be considerdtlis critical that he majority of these funds
should ke generated bystatewide sourcegecognizing the statewide impact of transit
services. Regional funds should be dedicated to transit needs and prioritized within the
region of collectionwith consideration of the additional impact that new revenue
soures would have in addition to existing regional revenue sources.

4. Scarce transit capital resources may be prioritized by project, based on quantifiable
measures. The Revenue Advisory Board has developed an illustrative prioritization
process that may be osidered with further input from the Commonwealth
Transportation Board and the Transit Service Delivery Advisory Committee.

5. To support prioritization, the transit capital program should be split into two programs:
i) State of Good Repair and Minor Enhamest; and ii) Major Expansion. A minimum
of 80 percent of program funding should be allocated to State of Good Repair, with the
Commonwealth Transportation Board having the discretion to move additional funding
into State of Good Repair.

6. A new allocatiorprocess should provide a fair distribution of funding across the
Commonwealthwith an understanding that certain areas of the state have greater
transit capital funding needs than other3ransit agencies and local governments need
to have a dependabland objective methodology. A single consistent match rate should
be applied across asset types in order to provide greater predictability in funding, with
State of Good Repair/Minor Enhancement projects matched at a higher rate than Major
Expansion projest
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CONCLUSION

Without question, a longerm and sustainable investment in transit capital is critical for
+ ANBAYAlI Qa SO2y2YAO GAGFfAGE &RNcygngeStionddzo £ A O G NI
mitigation, ii) economic development, iii) environmental stewardship; and iv) mobility.

Without revenues to replace the proceeds from the expiring capital project revenue bonds, the
Commonwealth will be unable to maintain the status qugbgserving a state of good repair

for existing transit capital assets. Replacement sources should be specifically dedicated to
transit capital to meet state of good repair needs but also to aid minor enhancement and major
expansion needs. Selected sows@hould include a combination of statewide and regional
sources that provide steady and reliable streams of revenue.

To ensure a primary focus on State of Good Repair, 80 percatitfahdingshould be directed

to State of Good Repair and Minor Enbament, with no more than five percent of these

funds going to minor enhancements. The remaining percentage of the total funds would be
allocated to Major Expansion projects. The Commonwealth Transportation Board should have
the discretion to move fundigp from Major Expansion and Minor Enhanment into State of

Good Repair based on funding needs. In order to determine what transit capital projects will
receive funding according to thigscture, the Revenue AdvisoBoard has reviewed and
presented a pioritization structure for consideration. However, it must be reiterated that this
prioritization structure will be more successful with replacement funds.

The Revenue Advisory Board strongly feels that the future success of transit agencies

throughout the Commonwealth is dependent upon action by the General Assembly to resolve

the loss of theCapital ProjecRevenue bond revenues. Millions of individuals yearly rely upon

public transportation as the preferred or sole mode of transportation. Withsttong and
NBfAIFIOES GNIXyaiad 3SyOASas (GKS /2YY2ygSItaKQa
suffer tremendously.
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APPENDIA - TRANSIT RESOURCEXIATION PLANCAPITAL ESTIMATIORPROACH

| EXECUTIVE SUMMARY

Statewide capital needs are based on capital expenditures anticipated in the FY17 statewide
SixYear Improvement Program (SYIP, published in 2016), transit agency Capital Improvement
Programs (CIPs), Transit Development Plans (TDPs), and interviewsvirdmit agencies.

WSP developed four scenarios, which demonstrate the possible gap in funding that the state
may face, depending on transieedsand availability ofstate revenue. The model also

indicates how much the state would need to redwadlcatonsin each scenario, by lowering

the state match percentages, in order to compensate for the estimated gap. The scenarios
simulate the impact of the following variables:

Transit Capital Revenue

A The base scenario assumes that all current revenue sources are assumed to expire if

legislated as such. Specifically, state transit capital bonds are assumed to sunset in FY19 and

PRIIA authorized state/federal WMATA funding is assumed to sunset in FY 2020
A An alternate scenario assumes instead that PRIIA WMATA funding from state and federal
sources is reauthorized.

Transit Capital Spending

A The base scenario assumes that traafiiicationsproceed as delineated in the statewide
{. Lt yR al ¢! Qa /Lt

A A seond scenario assumes that tranallocationsincludes capital projects in addition to
GK2aS tAaGSR Ay GKS { . Lt YR 2al¢l Qa /Lt

A A third scenario assumes that tranaltocationsare limited to state of good repajrand
excludes expansion projects beyondiltivyear projects for which funds have already been
committed.

The base case scenario indicates that if capiggldsby Commonwealth transit agencies occurs
as planned and new funding does not materialize, the cumulative gap will amount to $1.1
billion by FY2027. State transit capital grant mamgjrates would need to drop significantly
from FY2022 through FY2027 in order to compensate for this gap.

This memorandum explains the methodology WSP applied to prepare the capital resource
allocation plan. lincludes a summary of the approach, a detailed description of the
methodology, the impact the state transit capital funding shortfall has on local transit agencies

“This analysis utilized the WMATA FY 17 Approved Budget, Appen@iaphal Improvement Plan Effective July 1, 2016.
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and their capital improvement programs, and a summary of the results of the capidis
edimation.

The methodology included the following steps:

A

A

A

A

A

Estimate transit capital costs in the Commonwealth over the period, Fiscal Year (FY) 2018 to
Fiscal Year 2027 using the statewide SYIP, WMATA CIP, and growth rates.

Apply an estimation of state treit capital revenues and state transit capital assistance over
the same time period to each capital project, to identify funding shortfalls.

Determine additional funding amounts required to close the gap, and alternatively how
current FY2017 state matchtes would need to be reduced to close the funding gap.

Analyze the impact of different variables on the capital cost and revenue estimation in five
different scenarios.

Summarize the results of the capital estimation.

METHODOLOGY

To develop the estimatin for FY 2012027, WSP classified each project in the statewide SYIP
and WMATA CIP by tier and activity, estimated costs for the years beyond the statewide SYIP
and WMATA CIP, and estimated federal, state, and local revenues. The methodology can be
broken down into the following three steps, which are summarized here and described in detail
in the subsections that follow:

1.

Data Collection Classify SYIP and WMATA CIP projects by transit capital assistdfice tier
and activity, and contact top 10 transit agges by state capital assistance amount to
identify additional projects excluded from the SYIP, for which funding has not been secured.
Cost EstimationPrepare estimation of capital costs

a. WMATA

b. Other top spending agencies

c. All other agencies
RevenueEstimation Prepare estimation of federal, state, and local revenues

a. WMATA

b. All other agencies, including top spending agencies

The statewide SYIP provided an estimate of total capital costs by project, agency, and CTB
district as well as mulyear projeet commitments for the first five years (FY202@2) of the
estimation period. For WMATA, the sgigar Capital Improvement Program (CIP) FYZIP2
was used instead of the SYIP. Planned expenditures for all other agencies-2¥20 Ese

based on the SFI

4 Tier 1: Replacement and Expansion Vehicles, Tier 2: Infrastructure/Facilities, Tier 3: Other.
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Three separate methods were employed to estimagzdsand revenue(1) WMATA, (2) Top

10 Agencies other than WMATA, and (3) all other agencies. Top agencies, measured by total
estimatedneeds accounted for 92 percent of total state transit capitadiatance in FY2016
(including WMATA). For these top agencies, estimations of capital costs were developed at the
agencylevel. For all other transit agencies, costs were estimated at tmer@nwealth
TransportationBoarddistrict level. Costs were disaggeged and estimated for three asset
categories (corresponding with the capital assistance tiers): vehicles, infrastructure/facilities,
and other.

The financial model developed for this analysis can evaluate scenarios by modifying key
estimation assumptios, including expenditure growth rates, state match rates, and revenue
potential from new funding streams, and spending levels. The scenario assumptions are
described in detail in Section D.

Step 1:Data Collection

Each project in the SYIP was classifiéal @ame of three asset tiers, and as one of two

investment categories: expansion or state of good repair. DRPT classified projects by tier based
on definitions recommended by the Transit Service Advisory Delivery Committee (TSDAC).
These include: TierdReplacement and Expansion Vehicles; Tiedfrastructure/Facilities;

and Tier & Other. Projects were also classified as replacement (state of good repair) or
expansion, based upon the following criteria:

1 State of Good Repaiincludes rehabilitation athreplacement projects including
purchase of replacement vehicles; infrastructure and amenities including guideway
rehabilitation, shelters, fare payment, bike racks and signage; communication and
technology improvements including purchase of computersusgy investments; and
track lease and debt service payments, among others.

1 Expansionincluded all projects requiring acquisition of expansion vehicles as well as
infrastructure expansion projects such as construction of new parking garages and
Metro station elevators and entrances.

In addition to the SYIP and WMATA CIP, top agencies participated in telephone interviews or in
person interviews, and provided information regarding how their planned transit spending
differs from plans documented in the £YTThis information included the cost and anticipated
funding sources of transit investments not reflected in the SYIP, for which funding for has been
budgeted or committed, as well as prospective projects that the agencies are pursuing but for
which funding has not been identified.
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Step 2: Cost Estimation

Three separate methods are applied to estimate capital costs for WMATA, other top spending
agencies, and the rest of Virginia transit agencies.

Step 2a: WMATA

2 a | ¢! Qyéar Gapital Improvement Program (CIP) FYZIP2 supersedes the estimation

of WMATA projects documented in the statewide SYlIRe estimation model used the projects

included in the WMATA CIP as the basis for the first six years of theagstirperiod. The

following steps were completed to extrapolate the-gear CIP to a tegear estimation period

FYR SadAYF(dS zANBAYAlIQa akKFINB 2F GKS 2al ¢! OF

1 Tier assignment and classificatiofhe Northern Virginia Transportation Authority
(NVTA), which coordinates Virginia state, regional, and local funding to WMATA,
provided WMATA project classifications by transit capital assistance tier. Projects were
also classified as replacement (state of good repair) or expansion.

Estimate outyearexpenditures:

FY20172022 expenditures for each tier were escalated to 2023 dollars.

For each tier, the average of the escalated FY ZIP2 expenditures was calculated.

The FY 2023027 expenditures were estimated by inflating the average of the F¥201
2022 expenditures by 2.8 percent annually. This annual escalation rate is based on the
RS Means historical Construction Cost Index (CCI) fromZ&for Washington DC.

= =4 =4 A

Step 2b: Other Top 10 Agencies

Agencies with the largest capitaéedswere identified based on the sum of FY2016 SYIP
expenditures. These agencies include:

WMATA (methods described in previous section)

City of Alexandria

Virginia Railway Express

Fairfax County

Arlington County

Potomac and Rappahannock Transportation Cassion (PRTC)
Hampton Roads Transit

Williamsburg Area Transit Authority

Greater Lynchburg Transit Company

Greater Richmond Transit Company

Dy D D D> D D D
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These agencies are estimated to account for more than 90 percent of the total statewide transit
capitalneedsin the Commonwealth between FY2018 and FY2022.

The data for the last year of SYIP capital estimation, FY2022, was excluded from the analysis
because agencies have limited ability to forecast spending beyaghgears.

FY2022027 expenditures were estimated the agency level for each tier.

1. FY20182021 expenditures were escalated to $2022.

2. The FY2022027 expenditures were estimated by inflating the average of the FX2018
2021 expenditures by 2.93 percent annually. This annual escalation rate is basedl on th
composite RS Means historical CCI from 2P086 for the Washington DC, Alexandria,
Newport News, Norfolk, Richmond, and Roanoke, VA metropolitan areas.

Step 2c: All Other Agencies

Agencies other than the top0 agencies are estimated to constitute léban 9 percent of
FY2018021 total statewide transit capitallocations Expenditures by all agencies in this
group were summarized by tier at the district level, instead of at the agency level. Consistent
with the approach for top agencies document&dStep 2(b), the estimation model used SYIP
projects as the basis for the first four years of the estimation period (FYX2028). FY2022

2027 expenditures were estimated for each agency by assumingésatshold steady at the
average FY20%2021 expendures by tier (i.e. no yeaover-year growth in capital

expenditures in the out years beyond inflation, i.e. RS Means historical CCl.)

Step 3: Revenue Estimation

To estimate state funding for each capital project, the amount of local and federal furrds we
estimated first, to ensure that minimum local funding shares are met and prevent state fund
overmatch (in which total state + federal spending is greater than 100% of any project cost). As
with the estimation of capital costs, separate methodologiesenagpplied to estimate capital
needsfor WMATA and other Virginia transit agencies.

Step 3a: WMATA

A Estimate federal funding:
1 Federal formula contributions to the WMATA CIP are assumed to remain constant after
FY2022 for the remainder of the estimationriwel. This assumption is consistent with
the flat-line growth in federal formula funding assumed by WMATA over the last few
budget cycles and during the final years of theysar CIP estimation.
1 Inthe base case, federal PRIIA contributioasd the comp@nion Virginia state matah
are not assumed to be reauthorized when the current enabling legislation expires
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(FY2020). This assumption is tested in other scenarios, as explained in section C, in
which PRIIA contributions are assumed to continue at theirecurlevel of $150 million
per year after the current enabling legislation expires.

91 Other federal sources beyond FY2022 are assumed to be held constant at the average of
federal funds from 201-2022. Data for the last budgeted year is not discardedause

231 ¢! Qa3 /Lt R2Sa y2i lFaadzyS I RNRBLI Ay &aLlSy

1 The current CIP anticipates proceeds from debt financing revenues between FY2017 and
2022. Debt proceeds are not assumed in the estimation beyond F$2022

A Estimate state and léoct  Fdzy RAY3IY WdAdzNRARARAOUGUA2Y I O2y GNAOd

are made primarily through three funding streams.
1 Federal Formula Match: all formula programs require 20 percent state and local match

that is allocated between the District of Columbfa$ NB I F G SNJ ¢ G KS 5 A &l NR ¢

and Virginia based on a formula prescribed in the 2010 Capital Funding Agreement (CFA)
between the WMATA jurisdictions.

1 PRIIA Match: requires a 50 percent state match that is equally allocated between the
District, Maryand and Virginia. Of the $300 million PRIIA program, $150 is provided by
the federal government as long as Maryland, the District, and Virginia each contribute
$50 million.

1 System Performance: a state and local contribution allocated between the District
Maryland, and Virginia based on a formula prescribed in the CFA.

The Virginia share of the Federal Formula Match and System Performance contributions was
calculated using the CFA match formula. This formula uses devsigyhted population,

ridership, aad number of stations by jurisdiction to allocate WMATA capital and operating
costs.

The state share was estimated based on either historical tier match percentages or estimated
state match rates by tier such that there is no overfunding.

A Estimate outyear funding: Of the state and local funding sources described above, formula
match and PRIIA match amounts are linked to federal funding level assumptions and are

KSyOS O2yaARSNBR dly26yé F2NI GKS SadAyYldazy

not covered by federal funds and match contributions) were assumed to be funded through

System Performance fundsdzy YI 4§ OKSR OF LIAGIf FdzyRa FNRY aSi

> As a result, the estimation @dnservative since it assumes that investments inyears must be paid over the period and not over the
longer term of a bond emission.

48| Page



Step 3b: All other agencies, including top spending agencies

A Estimate federal fuding: Estimated federal match rates from the SYIP (F¥2028) by tier
at agency level (for the top 10 agencies) or at CTB district level (for all other agencies) were
assumed to hold through the estimation years.

A State share: The state share was estiaabased on historical (FY2016) state match rates
by tier such that there is no overfunding after taking into account estimated federal funding
and the requirement for 4 percent local funding.

SCENARIOS

The estimation model tests the following three segios The variables tested by scenario are
summarized in Figure-A

1. Baseline Estimated Funding Needs
RevenueThe base case assumes that funding includes State Transit Capital Assistance
consistent with existing levels for the entire estimation pefi Transit Capital Bonds will
sunset after 2019 as legislated, and PRIIA bonds will sunset after 2020 as legislated.
TransitNeeds Agencies are estimated to seek funding for projects on the basis of the
SYIP and WMATA CIP as described above.

2. Baseline Mnus Expansion
RevenueThe revenue variable in scenario 2 is the same as the base case.
TransitNeeds The state only supports SGR projects.

3. Baseline plus Additional Growth
RevenueThe revenue variable in scenario 3 is the same as the base case.
TransitNeedsIn addition to projects estimated on the basis of the SYIP and WMATA
CIP, agencies will pursue other expansion projects. The cost of these projects is
determined based on a list of projects which agencies have provided, as well as a
calculaton of 5 percent of current project costs, added as a contingency.
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Figure Al: Variables tested by Scenario

1) Base Case X X X X X

2) SGR Only X X X X \Y
Additional

3) Additiona X Y y X

Expenditures

Each of these scenarios, and the resulting estimations for each, are detailed below.

1. Baseline Estimated Funding Needs

Revenue
Revenue streams in the base case amount to a total of $1.3 billion over the perioe2@AT8
and include:
(1) State TransiCapitalFundingavailable over the duration of the estimatigimcludes
Mass Transit Capital Fund revenues ang@&entof the Mass Transit Trust Fund which
is dedicated to capital)
(2) Transit Capital Bond Revenues, which currently expire after 2019, and
(3) PRIIA Bond revenues, which currently expire after 2020.

Capital Investment
Capital Investmenin the BaseCase is esiated on the basis of the SYIP for all transit
agencies except for WMATA, which is estimated on the basis of the CIP. All projects
included in these plans, except for those that had been cancelled as eflaviember
2016 such as the Virginia Beach TidghLRail project, are included. Projects that are
y2i AyOfdzZRSR Ay GKS aidlidS¢ARS {,LtZ 2NJ2al
Total Capital Investment equals $6.3 billion, with an estimated state contribution of $2.4
billion. Approximately 73 peentof the needs represented in the analysis are for state
of good repair
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Gap and State Match Rates by Tier
This estimation results in a cumulative gap of $1.1 billion over the period-20238.
This is based on TSDAC approved tier match ratgsef@@ntfor Tier 1; 34percentfor
Tier 2; and 1percentfor Tier 3 projects). Tiawisestate match ratios are adjusted
every three years (per TSDAC directives) to minimize the annual and cumulative gap,
while maintaining state match rates for Tier 1 grcis at the highest priority. This
prioritization method may change in the future.

In order to address the gap, the state would not be able to fundTaes3 projects in
this scenario. The state would only be able to funelr2 projects at a match of8L
percent instead of the planned 34 percent, for the period 2@020, after which the
match would fall to zero. Additionally, the state would only be able to flied1
projects at the planned match rate of 68 percent from the period 22080, after
which match would fall to 49 percent for the period 262223, and would then fall
further to 27 percent until year 2027.

2. Baseline Minus Expansiossumes that state funding contributions will only support SGR
projects. Expansion projects are excluded fritms analysis.

Revenue
This scenario applies the same revenue estimation as the base case, for a total of $1.3
billion over the period 201-2027.

Capital Investment
Capital Investmenin this scenario is assumed to include ostigte of good repair
projects and excludeexpansion projects. Projects are estimated on the bassaié of
good repaimprojects included the SYIP and WMATA CIP as described above. Although
total Capital Investment is equal to $6.5 billion as with scenarios 1, 2, and 3, the state
contribution would only amount to $1.8 billion in order to strictly suppstdte of good
repar needs Any expansion projects not funded by the staemnsit capital would have
to be advanced with local or competitive grant funding or not advance

Gap and State Match Rates by Tier
Even if the state supports on$fate of good repaineeds, thee would still be a
resulting cumulative gap of $483 Million over the period 2@027.
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In order to address the gap, the state would not be able to fundTaes3 projects in
this scenario. The state would be able to fuhidr2 projects a rate of 18 peent for the
period 20182020, but this would drop to 4 percent for the period 262023, then to
zero from 20242027. The state could funbierl projects at the full 68 percent for the
period 20182023, but this would fall to approximately 60 percentrfr@0242026 and
then 26 percent in year 2027.

3. Baseline plus Additional GrowttrAssumes thaheedswill include projects which top 10
transit agencies have planned in addition to projects estimated on the basis of the SYIP and
WMATA CIP, as well as additional projects which have been identified as necessary but for
which funding has not been secured.

Revenue
This scenario includes the same revenue assumptions as base case, for a total of $1.3

billion over the period 201-2027.

Capital Investment
Capital Investmenin this scenario is assumed to include additional projects that
agencies have not iheded in the constrained SYIP because funding has not been
identified. Total Capital Investment in this scenario equals $8.4 billion, with a state

contribution of $3.3 billion.

Gap and State Match Rates by Tier
This scenario projects a cumulative gag$af0 billon over the period 201-2027.

In order to address the gap, the state would not be able to fundTaes3 projects. The
state would only be able to fun@lier2 projects a rate of 2 percent for the period 2018
2020, and then the state would hato drop the match rate to 0 percent from 2021
2027. The state would be able to fuiiterl projects at the full 68 percent for the
period 20182020, 18 percent from 2022023, and then the match would have to drop
to 15 percent for the period 2022027.
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APPENDIB - DETAILED SUMMARY REVENUE OPTIONS

RETAIL SALES TASTATEWIDE

CURRENT TAX RATE

Tax BaseRetail sales (food and ndnod)

Current State Ratet.3%, 2.5% for food sales

Current Transit Capital Shafeor both rates, 0.5% goes to TTF, 14.7% of TTF goes to MTTF, 25%
of MTTF goes to transit capital; additional share of 0.075% to MTTF efoodrnax, of which

25% goes to transit capital

COMPARABLE STATEERRAT

District of Columbia: 5.75%
Maryland: 6%

North Carolina: 6.75% to 7.5%
West Virginia: 6% to 7%

EVALUATION
Factor Description and comments Rating
Revenue potential Very Iar.ge tax basecould be expanded if ®
exemptions were reduced
Keep pace with inflation  Strongly correlated with inflation o
Equity Regressive @)
Nexus with beneficiaries Weak nexus outside of metro areas, whe
most residents benefit from transit O
Stability / predictability =~ Depends on economic activity O
Administration Already exists o
REVENUE POTENTIAL
Current FY1&evenue$44.1 million for transit capital
Other Uses0.225% for transportation (HMOF, IPROC), General Fund
State Source | Existing State| Increased | Growth Average Annual Revenue
Tax Rate Tax Rate Rate Estimated
Retail Sales Ta| 4 305 0.25% 1.03% $338.1m

1: 4.3% is the state rate, effective total rate is 5.3% statewide, and 6% in NoVA and Hampton Roads; tax rate is
2.5% statewide for food
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MOTOR VEHICLE SABR® USE TAXSTATEWIDE

CURRENT TAX RATE

Tax BaseVehicle sales

Current State Ratet.15%, or $7%or vehicles below $1,807 in value

Current Transit Capital SharfE% goes to TTF, 14.7% of TTF goes to MTTF, and 25% of MTTF
goes to transit capital

COMPARABLE STATEERRAT

District of Columbia: 8%
Maryland: 6%

North Carolina: 3%
West Virginia: 5%

EVALATION
Factor Description and comments Rating
Revenue potential  Medium to moderate tax base ()]
Keep pace with o .
inflation Strongly correlated with inflation o
Equity Somewhat progressive, because it is based o ®
percentage of car value

. Drivers benefit indirectly from transit through

Nexus with

beneficiaries improved travel options, but mostly in metro  @©

areas
Stability / . .
predictability Cyclical with the economy ()
Administration Already exists ()

REVENUE POTENTIAL

Current FY18 Revenu®8.1 million for transit capital
Other Uses3.15% dedicated to HMOF

State Source Existing State | Increased Tax| Growth Average Annual
Tax Rate Rate Rate Revenue Estimated

Motor Vehicle Sales

0 0 0
and Use Tax 4.15% 0.50% 1.05% $119.3m
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GAS AND DIESEL FBRILES TAXSTATEWIDE

CURRENT TAX RATE

Tax BaseGas and diesel sales

Current State Rates.1% for gasoline, 6% for diesel

Current Transit Capital Sharkt.3% to TTF, 4% to PTF, 3.11% to Transit Capital. 0.35% to
Transit Operating, 0.24% to Transit Spkcia

Local Option Rate2.1% on fuel sales in Kbern Virginiaand Hampton Roads

COMPARABLE STATEERRAT

District of Columbia: 23.5c¢/gallon
Maryland: 33.5c/gallon

North Carolina: 34c/gallon

West Virginia: 32.2c/gallon

EVALUATION

Factor Description anccomments Rating

Revenue potential Very large tax base o

.K ©ep pace with Gas prices not correlated with inflation (@)

inflation

Equit Regressive, because affects indiscriminately-itoeome and ')
quity highrincome drivers

Nexus with Driversbenefit indirectly from transit through improved travel )

beneficiaries options, but mostly in metro areas

Stability / High volatility of gas prices, lack of regional tax floor in ')

predictability NoVA/Hampton Roads

Administration Already exists ()

REVENUE POTENTIAL

Current FY18 Revenu®30.9m for transit capital
Other UsesHighwayMaintenance andperatingFund (HMOFand DMV

State Source Existing State Increased Tax| Growth Average Annual
Tax Rate Rate Rate Revenue Estimated

Gas and Diesel

1 o 2
Fuel Sales Tax 5.1%/6% 0.50% 0.89% $85.7m

1: 5.1% for gasoline; 6% for diesel state rate. Effective total rate 7.2%/8.1% in NoVA and Hampton Roads.
2: Growth rate from the state forecast on the gas tax. Base price from EIA.
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DEED AND MORTGAGERRDATION TAXSTATEWIDE

CURRENT TAX RATE

Tax BaseValue of deed and mortgage recordations

Current State Rate?5 cents per $100 of value ($0.25/$100), paid by the buyer

Current Transit Capital Sha@cents per $100 to transit, including 1 cent dedicated to transit
capital and? cents to the MTTF

Local Option Ratel/3 state rate equaling $0.083/$100

COMPARABLE STATEEGAT

District of Columbia: $1.20.45/$100 (recordation and transfers)
Maryland: County level recordation taxes of varying rates
North Carolina: $0.20.40 (recorétion and transfers)

West Virginia: None

EVALUATION
Factor Description and comments Rating
, Limited tax base when real estate markets art

Revenue potential ) @)
not dynamic

Keep pace with Based on property/mortgage values that are

inflation somewhatcorrelated with inflation

Equity Somewhat progressive if based on percentag ©
property/mortgage value

Nexus with Weak nexus outside of metro areas, where m D)

beneficiaries residents benefit from transit

Stability / : -

predictability Depends orreal estate sales, which are cyclicc. O

Administration Already exists ®

REVENUE POTENTIAL

Current FY18 Revenu®l5.1 million for transit capital
Other UsesGeneral Fund

Existing State Increased Tax| Growth Average Annual
State Source Tax Rate Rate Rate Revenue Estimated

Deed & Mortgage L 5
Recordation Tax $0.25/$100 $0.05/$100 0.50% $73.2m

1: Effective rate is $0.33 /$100 of deed and mortgage value for most jurisdictions (option of 1/3 additional local
rate)
2: Conservative 0.5% growth used to replaegative observed CAGRs
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INSURANCE PREMIUMXFATATEWIDE

CURRENT TAX RATE

Tax Basdnsurance Premium Revenues
Current State Ratel-2.25%
Current Transit Capital Share3 of revenues to Priority Transportation Fund

COMPARABLE STATEEGAT

District ofColumbia: 1.7% and 2%
Maryland: 2%

North Carolina: 0.50% and 2.5%
West Virginia: 2.192.6%

EVALUATION

Factor Description and comments Rating

Revenue potential ~ Very large tax base ®

Keep pace with o .

iflation Strongly correlated with inflation ()

Equity _Somewhat regressive (depending on the type o
insurance)

Nexus with

beneficiaries Weak o

Stability / . .

predictability Depends on economic activity [ ))

Administration Already exists ®

REVENUE POTENTIAL

Current FY18 Revenudo direct revenue, transit capital bonds ssetting in 2019
Other UsesGeneral Fund

State Source Existing State | Increased Tax | Growth Average Annual
Tax Rate Rate Rate Revenue Estimated

Insurance 2.25% 0.25% 5.53% $70.0m

Premium Tax
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MOTOR VEHICILECENSE FESTATEWIDE

CURRENT TAX RATE

Tax Basd:icense issue/renewals

Current State Ratep40.75$51.75

Current Transit Capital Shawspproximately $0.44 per registration from MTTF, via $3 carve out
to TTF

COMPARABLE STATEERRAT

District of Columbia$72-$155 per year

Maryland: $1355187 for two years ($67.5893.50 per year)
North Carolina: $3&67 per year

West Virginia: $30 per year

EVALUATION
Factor Description and comments Rating
Revenue potential  Very large tax base ()
Keep pace with A flat fee would not keep pace with inflation
inflation without deliberate annual increases O
Equity Regressive if flat fee @)
. Drivers benefit indirectly from transit through
Nexus with improved travel options, but mostly in metro O
beneficiaries P P ’ y
areas
Stability/ Depends on car ownership, which is relatively ®
predictability stable
Administration Existing mechanism at state and local level ®
REVENUE POTENTIAL
Current FY18 Revenu®0.8 million for transit capital
Other Uses$26 to HMOF
State Source ExistingState Increased Tax| Growth Average Annual
Tax Rate Rate Rate Revenue Estimated
Motor Vehicle
0
License Eee $40.75 $5.00 0.00% $36.7m
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INTERNET SALES TAXATEWIDE

CURRENT TAX RATE

Tax Basdnternet sales not currently captured by retail sales tax

Current rate:Internet sales tax does not currently exist, taxable online sales are taxed at the
state rate of 4.3%

Current Transit Capital Share: Tax does not currently exist

Current FY18 revenu&0 for transit capital

COMPARABLE STATEERRAT

No neighbomg state has enacted an internet sales tax.

EVALUATION

Factor Description and comments Rating

Revenue potential  Large tax base ([ )

Keep pace with o .

inflation Strongly correlated with inflation o

Equity Regressive @)

Nexus with

beneficiaries Weak @)

Stability / . .

predictability Depends on economic activity ()]

Administration Already exists for some online retailers (D)

REVENUE POTENTIAL

Current FY18 Revenulone

Other UsesNone

State Source | Existing State Increased Tax | Growth AverageAnnual Revenue
Tax Rate Rate Rate Estimated

'T”;imet Sales| 0.25% 6.07% | $24.1m

1: Only 20142018 data available, CAGR based on that time series
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REAL ESTATE TRANSHER STATEWIDE

CURRENT TAX RATE

Tax BaseDeed values for property transfers

Current State Rate$0.05/$100

Current Transit Capital Shai®0 for Transit Capital

Local Option RatéNlorthern Virginiahas congestion fee, levied at $0.15/$100 of deed value

COMPARABLE STATEERRAT

District of Columbia: $1.20.45 (recordation and transfer)
Maryland: $0.50

North Carolina: $0.280.40 (recordation and transfer)
West Virginia: $0.3%0.44

EVALUATION
Factor Description and comments Rating
: Limited tax base when real estate markets art
Revenue potential . @)
not dynamic
Keep pace with Based on propertyalues that are somewhat O
inflation correlated with inflation
Equity Somewhat progressive if based on percentag O
property value
Nexus with Weak nexus outside of metro areas, where m O
beneficiaries residents benefit from transit
Stability / . .
predictability Depends on real estate sales, which are cycli O
Administration Already exists [ ]
REVENUE POTENTIAL
Other UsesGeneral Fund
State Source Existing State Ta) Increased Tax | Growth Average Annual
Rate Rate Rate Revenue Estimated
RealEstate
0,
Transfer Tax $0.05/$1001 $0.01/$100 0.50%2 $6.8m

1: Effective rate is $0.10/$100 of deed value (5 cents state rate, 5 cents local rate). Additional $0.15/$100
congestion relief fee in NoVA.
2: Conservative 0.5% growth used to replace negathserved CAGRs
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RETAIL SALES AND U8K¢ REGIONAL

CURRENT TAX RATE

Tax BaseRetail Sales
Current Regional Rat®.7%

EVALUATION
Factor Description and comments Rating
Revenue potential Very Iarge tax basecould be expanded if ®
exemptions were reduced
Keep pace with o .
inflation Strongly correlated with inflation o
Equity Regressive O
Nexus with In large metro areas, most residents benefit D)
beneficiaries from transit
Stability / . .
predictability Depends on economic activity [ ))
Administration Alreadyexists ®
REVENUE POTENTIAL
Source Existing | Existing Transi{ Increase to| Average Annual
Rate Capital Share | Rate Revenue
Estimated*
NoVAC WMATA .
Jurisdictions; Retail Sales | 0.7% - 0.15% $46.7m
and Use Tax
Hampton Roadsg Retalil 1 0
Sales and Use Tax 0.7% i 0.15% $23.6m

1: 4.3% is the state rate, effective total rate is 5.3% statewide, and 6% in NoVA and Hampton Roads; tax rate is
2.5% statewide for food
*FY18FY27 Estimates: WSP
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FUEL SALES TAX INEREAND FLO@REGIONAL

CURRENT TAX RATE

Tax Basdruel Sales
Current Regional Rat@.1%

EVALUATION

Factor Description and comments Rating

Revenue potential Very large tax base ®

.K eep pace with Gas prices not correlated with inflation O

inflation

Equit Regressive, because affects indiscriminal@y-income and ')
quity highrincome drivers

Nexus with Drivers benefit indirectly from transit through improved travel

beneficiaries options, but mostly in metro areas [ )

Stability / High volatility of gas prices, lack of regional tax floor in ')

predictability NoVA/Hampton Roads

Administration Already exists o

REVENUE POTENTIAL

Source Existing Increase to | Average Annual
Rate Rate Revenue Estimated*

1

NoVA ¢ Fuel Sales_ Tax Increase aftel 2_1% 1.2% $30.6m

Floor Implementation
1

NoVA ¢ Fuel_ Sales Tax Floor 2_1% Eloor $25.1m

Implementation

NoVA% ¢ Total $55.7m

HR¢ Fuel Sales Tax Increase after Flq 2 0

Implementation 2.1% 1.2% $21.1m

HR- Fuel Sales Tax Floor 2

Implementation 2.1% Floor $17.3m

HRc Total $38.4m

1: NoVAall Northern Virginia jurisdictions.

2: 5.1% for gasoline; 6% for diesel state rate. Effective total rate 7.2%/8.1% in NoVA and Hampton Roads.

*FY18FY27 Estimates: WSP
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UTILITY BILL FEEREGIONAL

CURRENT TAX RATE

Tax BaseTax applied per utility bill
Current Regional Rat&lo current rate

EVALUATION

Factor Description and comments Rating

Revenue potential  Limited if low fee ([ ))

Keep pace with o :

. . Can be correlated with inflation [ ))

inflation

Equity _Can be regressive if albnsumers pay equal fee, less regressi o
if percentage fee

Nexus with Weak nexus outside of metro areas, where most residents

beneficiaries benefit from transit O

Stability / : . i

predictability Fairly stable over time (depends on utilities) ()

Administration Fees already exist for other purposes [ )

REVENUE POTENTIAL

Source Existing Increase to Average Annual Revenue
Rate Rate Estimated*

Utility Bill Fee NoVA - $12/year $12.0m

Utility Bill Feeg Hampton

Roads $12/year $6.5m
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REAL ESTATRANSFER TAREGIONAL

CURRENT TAX RATE

Tax BaseDeed values for property transfers
Current Regional Rat&0.15/$100 of deed value in NoVA, no regional tax in Hampton Roads

EVALUATION

Factor Description and comments Rating
Revenue potential Limited taxbase when real estate markets are not dynamic O
Keep pace with inflatior Based on property values that are somewhat correlated with inflation D
Equity Somewhat progressive if based on percentage of property value o

Nexus with beneficiarie Weak nexusutside of metro areas, where most residents benefit from trai O

Stability / predictability Depends on real estate sales, which are cyclical O

Administration Mechanism already exists in VA ‘

REVENUE POTENTIAL

Existing Increase to Average Annual Revenue

Source Rate Rate Estimated*

Real Estate Transfer Tax

NOVA $0.15/$100 | $0.02/$100 $6.1m

Real Estate Transfer Tax

Hampton Roads ) $0.02/$100 | $1.4m

1: $0.15/$100 is NoVEBongestion Relief Fee, coupled with the statewide rate of $0.10/$100, the effective rate is
$0.25/$100 in NoVA
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APPENDIX CDETAILED FUNDING RAGES

PACKAGE ¢ INCREASE EXISTINGTEWIDE REVENUES

The first package aims to address the transit cajutatiing gap exclusively using a mix of
statewide sourceas summarized in FigurelCand G2.

Principles:
1 Increase current statewide rates for selected revenues sources
1 Ramp up share of Priority Transportation Fund starting 2025

Figure Gl: Package ® Increase Existing Statewide Revenues SummiBaple

Source Existing Existing Increase to | New Transit | Average
State Rate | Transit State Rate | Capital Annual

Capital Share Revenue
Share Estimated*

Deed &

Mortgage

Recordation $0.25/$100 $0.01/$100 $0.05/$1® $0.06/$100 $73.2m

Tax

Priority 20-40% of Net Revenue

Transportation | - 1/3 of - after Debt $67.4nf®

Fund revenues Service

Real Estate

Transfer Tax $0.05/$100 - $0.05/$100 $0.05/$100 $33.8m

Average

Annual Total $127.

Revenue 2m*’

Estimated

*FY18FY27Estimates: WSP

“® Average for PTF is from FY2627
4T Average Annual Total Revenue Estimated includes partial average from PTR(ER)25
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Figure @: Package % Increase Existing Statewide Revenues Summary Graph
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PACKAGE @INCREASE SINGLE EWAIDE FUNDING SOURCE

The second set of packages separately consider two statewide revenue sources to address the
funding gap.

1 Package 2a: Increase Statewide Retail Sales and UgEiJiare €3 and &4)
1 Package 2b: Increase Statewide Fuel SalegFigure & and G6)

Principles: Increase current rates for a single source

Package 2ancreaseStatewideRetail Sales and Use Tax

Figure C3: Package 2g IncreaseStatewideRetail Sales and Use T&etailed Description

Source Existing | Existing Transit | Increase to | Average Annual
Rate Capital Share Rate Revenue Estimated*

Retail Sales and Use
Tax (noAfood only)

*FY18FY27 Estimates: WSP

4.3% 0.04% 0.14% $157.3m
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Figure &G: Package 2g IncreaseStatewideRetail Sales and Use T.&ummary Graph
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Package 2b: Increase Statewide Fuel Sales Tax

Figure G5: Package 2b Increase Statewide Fuel Sales T@Retailed Description

Soure Existing Existing Transit Increase to | Average Annual Revenue
Rate Capital Share Rate Estimated*
E;i' Sales | 5 196/6.0% | 0.18% 0.9% $154.2m

*FY18FY27 Estimates: WSP
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Figure &: Package 2b Increase Statewide Fuel Sales T@@ummary Graplt Fuel Sales Tax
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PACKAGE GINCREASE EXISTINBTETAND REGIONAL ENVES

The third package applies a combination of state and regional revenue sources. Several regional
revenue options are availablehey are summarized in addition to packageTdis packages
summarized in FiguresTandGS8.

Principles:

1 Increase current rates for selected state and regional sources: Northern Virginia or

Hampton Roads
1 Ramp up share of Priority Transportation Furattshg 2025
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Figure C7: Package 3 Increase Existing State and Regional RevenyBPetailed Description

Source Existing Existing Increase | New Average Annual
Rate Transit to Rate Transit Revenue
Capital Capital Estimated*
Share Share
Deed and
Mortgage $0.25/$100 | $0.01/$100 | $0.02/$100 | $0.03/$100 | $29.3m
Recordation
Tax
Real Bstate | ¢4 o5/g100 | - $0.02/$100 | $0.02/$100 | $13.5m
Transfer Tax
Priority 20-40% of ggt/enue
Transportation | - 1/3 of - $67.4nt®
after Debt
Fund revenues
Svec.
State Subtotal $63.0n°
NoVA Multiple options: see next section ~$50m
HR Multlple o,ptlons (Fuel Sales Tax, Retail Sales and Use ~$25m
¢l EX0O
Regional N
Subtotal $75m
Total $138.0m°

*FY18FY27 Estimates: WSP

“8 Average for PTF is from FYi2827
“° Average Annual Total Revenue Estimated includes partial average from PFFYRYR5
% Average Annual Total Revenue Estimated includes partial average from PFFYRYR5
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Figure @8: Package 3 Increase Existing State and Regional Reveny&simmary Graph

Regional Revenue Options

In Package 3, a share of the transit capital gap is funded by regional revenues raised in Northern
Virginia and Hampton Roads. As defined in Package 3, regional revenues should total
approximately $75 million, approximately $50 million in Northern Virginia&ziimillion in

Hampton Roads, commensurate with transit capital spending in each region. Tables 14 and 15
present the two regional revenue options that the RAB considered as illustrative examples, Fuel
Sales Tax and Retail Sales and Use Tax.

For theFuel SalesTax, both a rate increase and the implementation of a floor on regional fuel
sales tax revenues are proposed. House Bill 2313 of 2013 implemented a floor to the fuel sales
tax at state level, but not in the regions that raise an additional 2.1%egirnally, Hampton

Roads and Northern Virginia. Implementing a floor would generate significant revenues in both
regions, although the fuel sales tax in Hampton Roads is not currently authorized to fund
transit.

Consistent with existing practice, fundssed in each region should be reserved for capital
projects within that region.

Finally, population forecasts indicate that over the period of analysis other regions of the state,
including Richmond, will not achieve the population threshold of 1.5 miteguired by Section
58.1-2295 of the Code of Virginia to raise revenues regionally to fund transportation needs.
These options are summarized in Figus@ &d C10.
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