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Looking for New Funding Sources

Financial Constraint — The New Norm

Federal legislation (MAP-21) requires the Mobility Plan to be financially constrained, in other words it only
spends what it can expect to receive. Transportation projects are funded through many different sources
including federal, state, and local funds. Most regionally significant projects, as identified in this Plan, are
funded with some combination of federal, state, and local funds. The greatest funding source for major
roadway projects is from the federal government, which accounts for over 80 percent of the funding granted
to the TPO Area. A number of these funding sources (STP, HSIP, and NHPP) have strict guidelines about the
types of projects and types of roadways they fund. The local jurisdictions and the TPO have greater discretion
on spending the remaining funding sources (L-STP, CMAQ, and Local).

As we put together the lists of projects for the Plan, we cannot plan to spend more money that we can
reasonably expect to have available. It is important that when we project the cost of projects and the revenue
that we can expect to pay for them, that those projections be realistic. Based on what we know today, we
must prepare for project costs to rise faster than the revenues we receive to pay for them.
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The following section details the methodology for financially constraining the 2040 Knoxville Regional Mobility
Plan. Specifically, the projected expenditures for all the projects in the Plan are compared to the projected
revenues anticipated to be available for each network year through 2040. This section supports the Plan’s
financial constraint because the costs of the projects do not exceed the projected revenues.

Roadway Capital Projects

Projected Revenues

The projected revenues were derived from the jurisdictions year 2008 through year 2012 actual funding
amounts for roadway construction and rehabilitation and evaluated based on changes in MAP-21 and
Tennessee’s apportionment for 2013 and 2014. These figures were projected forward to year 2040 using a 1
percent inflation rate during the first five years to reflect the continued austerity of the 2008 recession
followed by a 3 percent inflation rate to reflect a business as usual model during the remainder of the Plan.

Projected Expenditures
Each roadway project cost was projected from a 2012 cost and inflated to its horizon year with an inflation

rate of 1.25 percent during the first five years to reflect the modest inflation since the 2008 recession began,
followed by a 3.6 percent rate to reflect a business as usual model during the remainder of the Plan. The year
of expenditure cost was projected to the midpoint of the horizon year period. It is assumed that half of the
projects will be funded before the middle of the horizon year range and half will be funded after. For instance,
projects within the 2015 to 2019 horizon year were projected to year 2017, the midpoint for that period.

Financial Constraint

Funding estimates show expected revenues will exceed the expected expenditures for the projects in a
number of categories, such as STATE and National Highway Performance Program (NHPP) funds. However, the
costs of projects eligible for LOCAL or L-STP funds exceed anticipated revenues. This is largely due to the fact
that STATE and NHPP funds may only be used for a narrowly-defined set of roadways. LOCAL and L-STP funds
have broad criteria, thus a much larger list of projects compete for these funds despite their limited size. Each
project has been scored and prioritized based on a list of criteria, which include:

e Congestion management
e Multimodal choices

e Freight and goods movement

e Safety and security




e System preservation
e Quality growth

e Economic prosperity

[<)]
-
()
]
Q.
©
=
O

e Health and environment

e Local support and consistency with plans
e Bonus given based on output from the Travel Demand Model assessment of congestion

Projects that scored lower based on these criteria moved to later horizon years and some moved to a non-
constrained wish list. These wish list projects identify projects that local jurisdictions have identified as
beneficial to the Knoxville Region, and though funding does not exist at this time for these projects,
jurisdictions would like to keep these projects available to pursue if other funding becomes available of if
other projects are implemented with lower than anticipated costs.

Tables 9—-1 through 9-8 display all the projected revenues and expenditures by funding source. The tables
show that the Plan is financially constrained for construction and rehabilitation of roadways as well as active
transportation and operational improvements. Expenditures tie directly to costs shown in the Roadway (page
8-8), Active Transportation (page 8-33), and Operations (page 8-42) project lists.

Table 9-1: Roadway, Active, and Operations Cost vs. Revenue, Total for all Horizon Years 2013 — 2040
Total Over All Horizon Years, 2013 — 2040

State Balance
0,

CMAQ $99,711,810 $99,711,810 $96,585,972|  $3,125,837
HPP $15,000, ooo 30 $15,000,000 $12,117,569|  $2,882,431
LOCAL (includes match) o 1oo $0|  $478,616,687|  $478,616,687|  $476,784,136  $1,832,551
STATE (includes match) 0 100 s0|  $757,809,755|  $757,809,755|  $559,211,882| $198,597,873
STP 80 20 $0| $1,076,887,547| $1,076,887,547| $1,059,162,529| $17,725,018
L-STP 80 20 $34,000,0000  $378,904,878|  $412,904,878|  $397,337,462| $15,567,416
NHPP 80 20 $o| $2,113,890,370| $2,113,890,370| $1,649,734,015| $464,156,355
HSIP 90 10 $0|  $279,193,068]  $279,193,068|  $269,105,216|  $10,087,852
Subtotal $49,000,000| $5,185,014,114| $5,234,014,114| $4,520,038,781| $713,975,333

Plus Other Funding:
TA (active projectsonly) | 80 | 20 | $o| $28,931,860) $28,931,860| $27,194,503|  $1,737,358

TOTAL $49,000,000( $5,213,945,975| $5,262,945,975| $4,547,233,283| $715,712,691

Note: LOCAL and L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

C=2)



[<)]
-
()
]
Q.
©
i =
O

9-4

TRANSPORTATION
PLANNING
ORGANIZATION

Table 9-2: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2013 — 2014

Horizon Years 2013 — 2014

State/ Balance
()

CMAQ $5,025,000 $5,025,000]  $3,366,613 $1,658,387
HPP 80 20 $15,000,ooo 30 $15,000,000 $0|  $15,000,000
LOCAL (includes match) 0 100 $0|  $24,120,000 $24,120,000  $9,321,056|  $14,798,944
STATE (includes match) 0 100 $0|  $38,190,000 $38,190,000 $630,533|  $37,559,467
STP 80 20 $0|  $54,270,000 $54,270,000 $0|  $54,270,000
L-STP 80 20 $34,000,000  $19,095,000 $53,095,000  $7,477,900|  $45,617,100
NHPP 80 20 $0|  $106,530,000/  $106,530,000 $0|  $106,530,000
HSIP 90 10 $0|  $14,070,000 $14,070,000 $0|  $14,070,000
Subtotal $49,000,000, $261,300,000| $310,300,000| $20,796,102| $289,503,898
Plus Other Funding:

TA (active projectsonly) | 80 | 20 $0| $1,458,028| $1,458,028| $922,887| $535,141

$49,000,000| $262,758,028| $311,758,028| $21,718,988| $290,039,040

Note: L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

Table 9-3: Roadway, Active, and Operations Cost vs. Revenue, Horizon Year 2015

Horizon Year 2015

State/ Balance
0
S e e e (cary Oven

CMAQ $1,658,387 $2,550,250 $4,208,637|  $2,603,231 $1,605,406
HPP 80 zo $15,000,000 $0|  $15,000,000 $89,099|  $14,910,901
LOCAL (includes match) 0 100 $14,798,944|  $12,241,200 $27,040,144|  $3,817,820  $23,222,324
STATE (includes match) 0 100 $37,559,467|  $19,381,900|  $56,941,367 $518,985|  $56,422,382
STP 80 20 $54,270,000  $27,542,700 $81,812,700 $0|  $81,812,700
L-STP 80 20 $45,617,100 $9,690,950|  $55,308,050|  $9,693,391|  $45,614,659
NHPP 80 20 $106,530,000]  $54,065,300|  $160,595,300 $83,038| $160,512,262
HSIP 90 10 $14,070,000 $7,140,700|  $21,210,700 $0|  $21,210,700
Subtotal $289,503,898| $132,613,000, $422,116,898| $16,805,564| $405,311,335
Plus Other Funding:

TA (active projectsonly) | 80 | 20 $535,141| $739,967| $1,275,108|  $1,245,565| $29,544

$290,039,040| $133,352,967| $423,392,007| $18,051,129| $405,340,878

Note: L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs




Table 9-4: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2016-2019

Horizon Years 2016 — 2019

State Balance
o,

CMAQ $1,605,406|  $10,616,760|  $12,222,166|  $12,215,663 $6,503
HPP 80 20 $14,910,901 $0|  $14,910,901|  $12,028,470 $2,882,431
LOCAL (includes match) 0 100 $23,222,324|  $50,960,447|  $74,182,771|  $52,710,368 $21,472,403
STATE (includes match) 0 100 $56,422,382|  $80,687,375|  $137,109,757| $121,902,263 $15,207,494
STP 80 20 $81,812,700| $114,661,006| $196,473,706| $104,833,845 $91,639,862
L-STP 80 20 $45,614,659|  $40,343,687|  $85,958,347|  $51,562,902 $34,395,444
NHPP 80 20 $160,512,262|  $225,075,309|  $385,587,571| $375,344,509 $10,243,062
HSIP 90 10 $21,210,700|  $29,726,928|  $50,937,628|  $49,114,840 $1,822,788
Subtotal $405,311,335| $552,071,511| $957,382,846| $779,712,860| $177,669,986
Plus Other Funding:

TA (active projects only) | 80 20 | $29,544|  $3,080,504] $3,110,047|  $2,584,272| $525,775

$405,340,878| $555,152,015| $960,492,894| $782,297,133| $178,195,761

Note: L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

Table 9-5: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2020-2024
Horizon Years 2020 — 2024

State/ Balance
0
Pndecey P e e | tcary Over)

CMAQ $6,503|  $15,092,494|  $15,098,997 $9,676,736 $5,422,261
HPP 80 zo $2,882,431 $0 $2,882,431 $0 $2,882,431
LOCAL (includes match) 0 100 $21,472,403|  $72,443,971 $93,916,374|  $91,438,380 $2,477,994
STATE (includes match) 0 100 $15,207,494| $114,702,955|  $129,910,448| $105,602,791|  $24,307,657
STP 80 20 $91,639,862| $162,998,936|  $254,638,797| $203,284,813|  $51,353,984
L-STP 80 20 $34,395,444|  $57,351,477|  $91,746,922|  $58,221,100|  $33,525,822
NHPP 80 20 $10,243,062| $319,960,874|  $330,203,935| $252,458,914|  $77,745,021
HSIP 90 10 $1,822,788|  $42,258,983 $44,081,771|  $43,808,876 $272,895
Subtotal $177,669,986| $784,809,690 $962,479,676| $764,491,611| $197,988,064
Plus Other Funding:

TA (active projectsonly) | 80 | 20 $525,775| $4,379,160| $4,904,935|  $4,562,350] $342,584

$178,195,761

$789,188,849 |$967,384,610 [$769,053,961

Note: L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

$198,330,649

[<)]
-
()
]
Q.
©
=
O

C=S



Table 9-6: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2025-2029

<))

g gnlsi »5‘ | zNAlnN uﬁ ding C Fed %| 2/ | carry 0 | Expendi Salaiee

5 Funding Category Fed % ~y arry Over | New Revenue | Total Revenue | Expenditures (Carry Over)
CMAQ $5,422,261 $17,496,337 $22,918,598 $22,918,598
HPP 80 20 $2,882,431 S0 $2,882,431 SO $2,882,431
LOCAL (includes match) 0 100 $2,477,994 $83,982,418 $86,460,412 $83,898,771 $2,561,640
STATE (includes match) 0 100 $24,307,657| $132,972,162 $157,279,819 $91,611,224 $65,668,595
STP 80 20 $51,353,984 $188,960,440 $240,314,424| $229,546,798 $10,767,626
L-STP 80 20 $33,525,822 $66,486,081 $100,011,902 $71,822,440 $28,189,462
NHPP 80 20 $77,745,021 $370,922,345 $448,667,367| $245,321,883| $203,345,483
HSIP 90 10 $272,895 548,989,744 $49,262,638 $45,359,644 $3,902,995
Subtotal $197,988,064| $909,809,527| $1,107,797,591| $767,560,761| $340,236,830

Plus Other Funding:
TA (active projectsonly) | 80 | 20 | $342,584|  $5,076,646| $5,419,231|  $3,182,673|  $2,236,558

$198,330,649| $914,886,173| $1,113,216,821| $770,743,434| $342,473,388
Note: L-STP expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

Table 9-7: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2030-2034
Horizon Years 2030 — 2034

State/ Balance
0,
S e e | (carny Over)

CMAQ $22,918,598 $20,283,050 $43,201,648 $41,753,954 $1,447,694
HPP 80 20 $2,882,431 S0 $2,882,431 S0 $2,882,431
LOCAL (includes match) 0 100 $2,561,640 $97,358,640 $99,920,280 $81,834,710 $18,085,570
STATE (includes match) 0 100 $65,668,595 $154,151,180 $219,819,774| $109,782,732| $110,037,042
STP 80 20 $10,767,626 $219,056,939 $229,824,565| $196,658,382 $33,166,183
L-STP 80 20 $28,189,462 $77,075,590 $105,265,052 $84,500,389 $20,764,663
NHPP 80 20 $203,345,483 $430,000,659 $633,346,142| $302,573,059| $330,773,083
HSIP 90 10 $3,902,995 $56,792,540 $60,695,535 $60,524,856 $170,678
Subtotal $340,236,830| $1,054,718,597| $1,394,955,427| $877,628,083| $517,327,344

Plus Other Funding:
TA (active projectsonly) | 80 | 20 |  $2,236,558] $5,885,224 $8,121,782|  $6,265,408|  $1,856,374

$342,473,388| $1,060,603,821| $1,403,077,209| $883,893,491| $519,183,718

Note: LOCAL expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

9-6




Table 9-8: Roadway, Active, and Operations Cost vs. Revenue, Horizon Years 2035-2040

Horizon Years 2035 — 2040

State/ Balance
0,

CMAQ $1,447,694 $28,647,919 $30,095,613 $26,969,775|  $3,125,837
HPP $2,882,431 30 $2,882,431 $0|  $2,882,431
LOCAL (includes match) 0 1oo $18,085,570|  $137,510,011|  $155,595,581|  $153,763,030|  $1,832,551
STATE (includes match) | 0 100 | $110,037,042|  $217,724,185|  $327,761,227|  $129,163,353| $198,597,873
STP 80 20 $33,166,183|  $309,397,526|  $342,563,709|  $324,838,691| $17,725,018
L-STP 80 20 $20,764,663|  $108,862,092|  $129,626,756|  $114,059,340| $15,567,416
NHPP 80 20 $330,773,083|  $607,335,884|  $938,108,966|  $473,952,611| $464,156,355
HSIP 90 10 $170,678 $80,214,173 $80,384,851 $70,297,000]  $10,087,852
Subtotal $517,327,344| $1,489,691,790| $2,007,019,134| $1,293,043,800| $713,975,333
Plus Other Funding:

TA (active projectsonly) | 80 | 20 |  $1,856,374] $8,312,331|  $10,168,705| $8,431,347|  $1,737,358

$519,183,718| $1,498,004,121| $2,017,187,839| $1,301,475,148| $715,712,691
Note: LOCAL expenditures include active transportation projects in some horizon years when TA revenues did not cover costs

Roadway Operation and Maintenance (0&M)

Operating and maintaining the transportation system is an important aspect in ensuring that investments to
improve, widen, or expand the transportation system are maintained. If the new improvements or existing
roadways are not maintained properly, then the transportation system is not functioning at its capacity and
the new investments are not fully realized. Local governments are cutting programs and projects in order to
meet other budgetary needs and that includes not expanding or building new highways or placing greater
emphasis on maintaining existing roadways since it is often less expensive than building new roadways.
Therefore, jurisdictions are ensuring that they budget enough money in order to maintain and preserve their
current transportation system. This section details the street and highway operations and maintenance costs
associated with sustaining the existing system and the new improvements proposed in this Plan.

Local and State Operations and Maintenance Revenues

Operating budgets for each jurisdiction for the period of fiscal year 2010/2011 were reviewed to determine
the current revenues used on street and highway operations and maintenance (O&M) activities. The O&M
activities include sidewalk/greenway/street and signal maintenance, resurfacing, street striping, street lighting
and other expenses related to operating and maintaining the jurisdictions’ facilities.
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Each jurisdiction identifies O&M activities differently within their individual operating budgets and some
jurisdictions incur significantly higher costs than others such as those which maintain street lights versus those
that do not provide much if any street lighting. Table 9-9 identifies the estimated costs for O&M activities for
the major jurisdictions with the TPO Planning Area for which FY 2010/2011 operating budget information was
available. This table also identifies the amount of lane miles of major roadways within the TPO Planning Area
for each jurisdiction. A major roadway is defined as one that is included on the Federal-aid functional
classification system.

Cost per Network Year to Maintain Transportation System

Costs associated with operating and maintaining the transportation system were derived from calculating a
cost per lane mile and applying this cost to the number of lane miles built in each network year. It is assumed
that the same level of operation and maintenance currently applied to the transportation system will be
available in the future out years. Table 9-9 displays the urban areas current cost per lane mile.

Table 9-9: TPO Planning Area Current Operation and Maintenance Cost, per Lane Mile

O&M Costs 2010 Major I?oadway
Lane Miles

City of Knoxuville $11,292,000 995
Town of Farragut $437,000 94
Knox County $9,713,000 834
City of Maryville $720,000 142
City of Alcoa $651,000 144
Blount County $1,170,000 406
Seymour/Sevier County N/A 96
Lenoir City $195,000 82
Loudon County $854,000 293
City of Oak Ridge $827,000 215
Anderson County $1,757,000 231
Total TPO Planning Area $27,616,000 3,532

Source: Individual jurisdictions

In order to determine financial constraint for O&M activities it is assumed that the total revenues and costs
would increase by 3 percent since it is assumed that the same level of O&M currently applied to the
transportation system will be available in the future out years. Table 9-10 displays the total expected costs and
revenues for the life of the KRMP grouped by major horizon year.




Table 9-10: O&M Costs vs. Revenues, by Horizon Year (Adjusted for Inflation)

2011 - 2014 | 2015-2024 | 2025-2034 |

Knoxville 47,241,516 47,241,516 145,697,256| 145,697,256 195,804,929| 195,804,929
Farragut 1,828,245 1,828,245 5,638,479 5,638,479 7,577,644, 7,577,644
Knox Co 40,635,569 40,635,569 125,323,898| 125,323,898 168,424,839| 168,424,839
Maryville 3,012,211 3,012,211 9,289,942 9,289,942 12,484,905| 12,484,905
Alcoa 2,723,541 2,723,541 8,399,656/ 8,399,656 11,288,435| 11,288,435
Blount Co 4,894,844 4,894,844 15,096,156| 15,096,156 20,287,971| 20,287,971
Lenoir City 815,807 815,807 2,516,026/ 2,516,026 3,381,328 3,381,328
Loudon Co 3,572,817 3,572,817 11,018,903 11,018,903 14,808,485| 14,808,485
Oak Ridge 3,459,860 3,459,860 10,670,531 10,670,531 14,340,301| 14,340,301
Anderson Co 7,350,633 7,350,633 22,670,039| 22,670,039 30,466,637| 30,466,637
TOTAL 115,535,043| 115,535,043 356,320,885| 356,320,885 478,865,473| 478,865,473

Source: Individual jurisdictions

2035 - 2040 2011 - 2040 Summary

Knoxville 148,477,892| 148,477,892 537,221,594| 537,221,594
Farragut 5,746,089 5,746,089 20,790,457| 20,790,457
Knox Co 127,715,708 127,715,708 462,100,013| 462,100,013
Maryville 9,467,241 9,467,241 34,254,299 34,254,299
Alcoa 8,559,964 8,559,964 - 30,971,596, 30,971,596 -
Blount Co 15,384,266 15,384,266 - 55,663,236| 55,663,236 =
Lenoir City 2,564,044 2,564,044 - 9,277,206 9,277,206 -
Loudon Co 11,229,199 11,229,199 - 40,629,405 40,629,405 =
Oak Ridge 10,874,178 10,874,178 - 39,344,869| 39,344,869 -
Anderson Co 23,102,697| 23,102,697 = 83,590,005| 83,590,005 =
TOTAL 363,121,279| 363,121,279 - 1,313,842,680|1,313,842,680 -

Source: Individual jurisdictions

Financial Constraint

Street and highway operation and maintenance expenses are financially constrained for the life of this Plan as
demonstrated in Table 9-10. A review was made of the increase in lane miles of major roadways based on the
projects identified in the KRMP as a reasonableness check for O&M financial constraint. Table 9-11 shows the
increase in lane miles that will need to additionally be maintained due to the implementation of the projects
in the KRMP. The overall growth of 289 lane miles represents a growth amount of 8.2 percent for the entire
life of the KRMP, which translates to an annual average increase in lane miles of less than 0.3 percent. It is
believed that this small percentage increase should be manageable in terms of jurisdictional O&M budgeting.
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Table 9-11: Total Lane Miles of Major Roadways by Horizon Year
2010 2014 2024 2034 2040
TPO Planning Area 3,532 3,539 3,662 3,770 3,821

Source: Knoxville Regional Travel Demand Model (KRTM)

Roadway Funding Sources

Federal Funding

The greatest funding source for roadway projects is from the federal government. The Federal-Aid Highway
Act and the Highway Revenue Act in 1956 established the Highway Trust Fund in order to create a financing
mechanism for the Interstate Highway System. This is the source of funding for most of the programs in the
Act. The funds come from a motor fuels tax and are administered by the Federal Highway Administration
(FHWA). MAP-21 drastically simplified the funding categories, which for roadway include the following.

National Highway Performance Program (NHPP)

Roadways eligible for this funding include rural and urban roads serving major population centers, other rural
and urban principal arterials, the Interstate system, international border crossings, intermodal transportation
facilities, and major travel destinations. The NHPP provides support for the condition and performance of the
National Highway System (NHS), for the construction of new facilities on the NHS, and to ensure that
investments of Federal-aid funds in highway construction are directed to support progress toward the
achievement of performance targets established in a State's asset management plan for the NHS. Other areas
of eligible funding are publicly owned bus terminals, infrastructure-based intelligent transportation system
capital improvements, and natural habitat mitigation. These funds are distributed based on a formula that
includes each state’s lane miles of principal arterials (excluding interstates), vehicle miles traveled on those
arterials, diesel fuel used on state highways, and per capita principal arterial lane miles. For FY2013, the State
of Tennessee receives approximately $494 million under this program.

Highway Safety Improvement Program (HSIP)

The purpose of this program is to achieve a significant reduction in traffic fatalities and serious injuries on all
public roads, including non-State-owned public roads and roads on tribal land. MAP-21 significantly increased
HSIP funding from previous years in an effort to emphasize a focus on safety. For FY 2013, the State of
Tennessee receives approximately S50 million under this program.




Surface Transportation Program (STP)

Projects eligible for funding under this program include construction, reconstruction, and rehabilitation (major
resurfacing) of any Federal Aid Highway, including the NHS, rural minor collectors, bridge projects on any
public road, transit capital projects, enhancement projects, and public bus terminals and facilities. Additionally
the program funds advanced truck stop electrification systems, projects relating to intersections, which are on
a Federal-aid highway that have high accident rates and high congestion, and environmental restoration and
pollution abatement. Funds are distributed based on each state’s lane miles of Federal Aid Highways, total
vehicle-miles traveled on those highways, and estimated contributions to the Highway Account of the
Highway Trust Fund.

In general, STP projects may not be on local or rural minor collectors. However, there are a number of
exceptions to this requirement. A State may use up to 15percent of its rural suballocation on minor collectors.
Special rule allows States to use up to 15 percent of funds suballocated for areas with a population of 5,000 or
less on rural minor collectors. Other exceptions include: ADHS local access roads, bridge and tunnel
replacement and rehabilitation (not new construction), bridge and tunnel inspection, carpool projects,
fringe/corridor parking facilities, bike/pedestrian walkways, safety infrastructure, Transportation Alternatives,
recreational trails, port terminal modifications, and minor collectors in NHS corridors. For FY 2013, the State of
Tennessee receives approximately $227 million per year. The TPO receives approximately $9.5 million in STP
funds for FY 2013.

Congestion Mitigation and Air Quality (CMAQ)

The CMAQ program was designed to assist non-attainment and maintenance areas in attaining the National
Ambient Air Quality Standards for ozone, carbon monoxide (CO), and particulate matter by funding
transportation projects and programs that will improve air quality by reducing transportation related
emissions. There is a balance of approximately $15 million for designated projects in the TPO area.

High Priority Projects (HPP)

MAP-21 ended the tradition of past highway bills by no longer providing designated funding for specific
projects identified by Congress. The TPO still holds a balance in this category from previous years under
SAFETEA-LU. It anticipates approximately $3 million for the first five years of the Plan.

State Funding (STATE)

In addition to the Highway Trust Fund allocations, the State of Tennessee has two types of funds to finance
street and highway projects.
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1986 Roads Program

In 1986, the Tennessee State Legislature passed an aggressive pay-as-you-go Transportation Improvement
Program. Identified in legislation were a number of transportation projects that were funded via a special tax
of 4 cents per gallon of gasoline and 3 cents for motor fuel.

Fuel Taxes

This source of funding is utilized by TDOT to support transportation improvements throughout the entire
State. The current gasoline tax amount is 21.4 cents per gallon. Part of the money that is maintained by TDOT
is used for ongoing maintenance and operations, resurfacing, bridges, major reconstruction, new construction,
right-of-way purchases and to match federal funds.

Local Funding (LOCAL)

Local towns, cities, and counties use their respective General Fund as the primary source of funding for
operations and maintenance. Some counties have instituted a local wheel tax in addition to the State motor
vehicle registration fee to build the general fund. Local jurisdictions also provide funding in full or to match
federal or state funds for local transportation projects. Money for capital investments in streets and highways
may also come from the sale of bonds.

Locally, the jurisdictions in the TPO Area have alternative sources of funding authorized by the state enabling
legislation to finance transportation projects. These sources of funding can include rail authorities, local
gasoline tax, local motor vehicle taxes, and road improvement districts. These sources can help to generate a
steady flow of funding for transportation improvements. The following describes these options as well as
other local funding tools available to local jurisdictions:

Special Assessment Districts

Special Assessment Districts are designated areas within which commercial and residential property is
assessed a charge sufficient to defray the costs of capital improvements that benefit the property within the
district. Transportation Development Districts (TDDs) are one example of these districts used to finance
transportation improvements. The TDD has the power to issue bonds to pay for construction that can benefit
the area instead of waiting for the local jurisdiction to fund the project. These districts work best in small, fast
growing suburban areas where the tax base is low and the tax rate is high.

Impact and Utility Fees
This one-time fee is imposed by local governments on new developments to help pay for the capital facilities,
mainly extending utilities and putting in traffic enhancements and transit facilities that serve it. A fee is




typically assessed on the square footage of the planned development and in some cases, the granting of a
building permit is made contingent on payment of the fee. To implement this impact fee, it must be
demonstrated that

1.) Improvements are necessary and are caused by the new development,
2.) Each developer is charged a fair share of the cost of the improvements, and

3.) Funds collected are to be used in close proximity to the new development and for the intended
purposes only.

These fees are enacted by the local ordinance and are usually favorable because the new development is
creating these development needs and without these fees, the burden to pay for these expenses falls on
taxpayers. The upper limit on impact fees is around 3 percent of project value, however, enforcing and
administrating this fee is burdensome to the local government.

Bond Financing
Bond financing helps local government pay for projects by establishing a type of payment plan that allows
capital costs to be spread out over a number of years.

Property Taxes

This is the chief source of local revenue. The funds are distributed to a General Fund and then appropriated
for transportation purposes. These taxes are dependent on local economic conditions. Typically, they remain a
steady and reliable source of revenue, however in recent years, due to a decline in home values, local
governments across the country have seen these revenues decline significantly. A separate tax for transit
operations and capital can be administered by voter approval.

Local Gasoline Taxes

Counties, municipalities, and metropolitan governments are authorized under Section 67-3-101 to 67-3-1013
of the Tennessee Code Annotated to impose a local gasoline tax to support local public transportation
services. Imposition of the tax requires a majority vote in public referendum. The tax revenue depends on tax
rate, driver sensitivity to price, administrative costs, population, and real travel patterns.

Sales Taxes

This is one of the most commonly used and the second largest source of local revenue for state and local
jurisdictions in the country. This tax is placed on the sale of consumer goods and services, and purchases by
business firms of items for business use. The tax is a function of the tax rate, use of funds and of redistribution
formulas. A sales tax is generally more acceptable to citizens than other taxes since the tax is collected in small
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amounts that are not highly visible to consumers. The State applies a sales tax of 5.25 percent on food items
and 7.00 percent on all other items. Local option sales taxes within the TPO Area counties range from a low of
2.00 percent in Loudon County to a high of 2.75 percent in Anderson, Jefferson, and Sevier Counties.

Wheel Taxes

Counties are authorized under Section 5-8-102 of the Tennessee Code Annotated to impose a local motor
vehicle tax to provide revenue for county purposes. Imposition of the tax requires a majority vote in public
referendum of a two-thirds vote from the county legislators at two consecutive meetings. Revenue potential
of the local motor vehicle tax depends on the tax rate, driver sensitivity to price, administrative costs, and the
number of registered vehicles. The high tax rate may encourage some motorists to register their vehicle in a
county that does not have local motor vehicle tax. Administrative costs are likely to be low because local
motor vehicle departments are already organized to collect state taxes and fees. A disadvantage of this tax is
that the tax revenues do not have to be earmarked for transportation.

Other Taxes

Other taxes that can be used to generate revenue include payroll tax, income tax, severance tax, driver’s
license fees, and a parking tax. The payroll, income, and parking tax are used in relatively few states but can
offer small additional revenue sources. The severance tax can be imposed on resources extracting industries
such as oil, gas, coal, or other natural products. This tax is used to help pay for the cost of providing roads to
these industries. The driver’s license fee has limited revenue potential but it does offer a stable source of
money.

Public Transportation

The Federal Transit Administration (FTA) administers funds to state and local governments for operating and
capital assistance for public transportation activities. The new transportation act Moving Ahead for Progress in
the 21 Century Act (MAP-21) made significant changes to the FTA grant programs. FTA eliminated some grant
programs, merged others, and created a few new programs. As MAP-21 became effective October 1, 2012
there is very little historical data to base future funding projections. In addition, MAP-21 is only a two-year
transportation act so understanding the long-term financial implications is difficult. The TPO and KAT staff
used a combination of historical trends, industry forecasts, local knowledge, and FTA information to project
future expenses, revenues, and capital needs.

In the past, FTA Section 5307 funds could only be used for capital items or maintenance, but under MAP-21,
for transit systems of Knoxville size, some of the funding can be used for operations. Typically, FTA provides 80
percent funding for capital projects and 50 percent funding for operations. Most of FTA’s grant programs use




complicated formulas that consider urban area population, the numbers of transit trips provided, and the
number of transit miles driven to determine how much funding comes to an area each year. The Tennessee
Department of Transportation (TDOT) provides funds for capital and operating assistance to local transit
operators. TDOT also provides matching funds, typically up to 50 percent of the non-federal share, for FTA
grants.

Financial Analysis

In order to project revenues a trend analysis of KAT’s past budgets was undertaken. Fifteen years of data
(1999 to 2013) were examined and the average annual percent growth is shown in Table 9-12, below. In
reviewing the annual growth rates, TPO and KAT felt some of the percentages needed adjustment. The staff
looked not only at the trend line data, but also past studies including, the KAT Transit Development Plan
(2009) and the Knoxville Regional Corridor Study (2012). Also taken into consideration were the rates used in
the last Mobility Plan (2009).

The trend-line data were examined in detail to be sure no anomalies were causing the percentages to be
abnormally low or high. One thing that stood out was 2003 when KAT implemented the University of
Tennessee transit service. While the University of Tennessee pays, in part, for the service, it did cause the
expenses and revenues for that year to jump significantly. So, it was determined to remove 2003 from the
trend analysis. Over the 15 years, KAT also has had other major expansions. Examples include, when KAT
began to provide Job Access & Reverse Commute (JARC) services and more recently the opening of Knoxville
Center. Originally paid for by a federal grant, the JARC service was eventually absorbed by KAT when the grant
ended.

KAT has also increased its operating budget to pay for the operations of the new Knoxville Center. So, the
average annual increase of 5.75 percent for operating expenses was determined to be artificially high.
Therefore, the annual average percentage increase for operating expense was reduced to 4.5 percent, the
same percentage used in the 2009 Mobility Plan. In projecting expenses and revenues, the goal was to remain
as conservative as possible. Table 9-12, below shows the results of the consultation and the recommended
adjustments. KAT is a non-profit organization overseen by the City of Knoxville. As a non-profit, all fiscal year
budgets end with a zero balance. Any shortfalls are covered by the City’s contribution and conversely any
overage is returned to the City’s general fund.
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Table 9-12: KAT Financial Spreadsheet Assumptions

Trend Analysis 2034 Mobility Revised Forecast For 2040
Result (1999-2013)* Plan (2009) Mobility Plan (2013)

City of Knoxville (Revenue) 5.29% 3.87% 4.75%
State of Tennessee (Revenue) 4.93% 2.41% 2.50%
Federal, Other State Sources (Revenue) 4.61% 5.00% 4.00%
Fares (Revenue) 6.72% 5.00% 4.87%
Other funding (Revenue) NA 2.50% 0.00%
Operating Expense 5.75% 4.50% 4.50%

*The average annual percent increase from 2002-2003, when KAT begin the University of Tennessee data was not counted
Source: Knoxville Area Transit (KAT)

Public Transportation Capital Expenses

Maintaining an up-to-date fleet of vehicles is necessary in providing effective transit service. Vehicles are the
most visible component of KAT traveling millions of miles throughout the City every year. Many passengers
will determine satisfaction with their trip based on cleanliness, comfort, and the internal climate of the bus.
Paramount to transit’s ultimate success is the ability of buses to stay on time. Any mechanical failure causing a
bus to break down leaving passengers stranded is a serious issue. It is impossible to eliminate all mechanical
failures but by maintaining an up-to-date fleet, incidents will be dramatically reduced. Therefore, an equal
component in planning is to calculate KAT’s capital needs.

KAT essentially uses three vehicle types.
e Buses are used for regular fixed route services.
e Trolleys are used on the downtown circulator.

e Lift equipped vans are used on neighborhood fixed routes and in providing ADA paratransit services.

Table 9-13, below shows the estimated cost of buses, trolleys, and lift vans (neighborhood service vans) over
the period of the Plan. The cost of buses and heavy-duty trolleys has increased at an average of 2.1 percent
per year over the last five years. Therefore, this rate was used to inflate the cost of buses and trolleys annually
over the life of the plan. For the Lift and Service vans, a rate of 1.0 percent per year was used. The lift and
service vans have not seen the same rate of increase over the last five years. The costs are broken down by
the horizon years of the Mobility Plan.




Table 9-13: KAT Vehicle Unit Cost

2013-2014 $382,875 $459,450 $70,700
2015 $390,915 $469,098 $71,407
2016-2019 $423,752 $508,503 $74,263
2020-2024 $468,246 $561,896 $77,976
2025-2029 $517,412 $620,895 $81,875
2030-2034 $571,740 $686,088 $85,969
2035-2040 $643,780 $772,536 $91,127

Source: Knoxville Area Transit (KAT)

Table 9-14, below shows the number of vehicles needed to maintain the current level of service over the next
28 years. This is essentially a replacement plan for the existing KAT fleet. To keep the table manageable, the
number of vehicles needed are totaled and shown by the horizon years of the plan.

Table 9-14: KAT Vehicle Needs

3 10
5

2013-2014 10

2015 5 0

2016-2019 20 0 20
2020-2024 25 7 25
2025-2029 25 3 25
2030-2034 25 4 25
2035-2040 30 6 30
Total Units 140 23 140

Source: Knoxville Area Transit (KAT)

Over the course of the Mobility Plan KAT would need to purchase approximately 140 buses, 140 lift vans
(neighborhood service vans), and 23 trolleys. Using the estimated vehicle costs and the capital needs, the
amount of funding needed is shown in Table 9-15, below. To keep the table manageable the funding is totaled
for the horizon years of the Plan.
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Table 9-15: KAT Vehicle Needs, 2013-2040

Lift Vans
Years Trolleys I . / Total
Service Vans

2013-2014 $3,828,750 $1,378,350 $707,000 $5,914,100
2015 $1,954,577 o) $357,035 $2,311,612
2016-2019 $8,475,045 SO $1,485,266 $9,960,311
2020-2024 $11,706,156 $3,933,269 $1,949,411 $17,588,836
2025-2029 $12,935,303 $1,862,684 $2,046,882 $16,844,868
2030-2034 $14,293,510 $2,744,354 $2,149,226 $19,187,089
2035-2040 $19,313,390 $4,635,214 $2,733,815 $26,682,419
Total Expenses $72,506,731 $14,553,870 $11,428,634 $98,489,235
Revenues

Federal $58,005,385 $11,643,096 $9,142,907 $78,791,388
State $7,250,673 $1,455,387 $1,142,863 $9,848,923
Local $7,250,673 $1,455,387 $1,142,863 $9,848,923
Average Annual Need $2,589,526 $519,781 $408,166 $3,517,473

Source: Knoxville Area Transit (KAT)
Public Transportation Funding Sources

City of Knoxville

Between 1999 and 2013, the City of Knoxville increased its contribution on average by 5.29 percent. The City
has increased its contribution to KAT every year for the last fifteen years. As mentioned, part of the City’s
funding increases include, absorbing the JARC service and paying for the operations of Knoxville Center. It was
felt that it was not reasonable to expect the City to continue to increase their contribution by a percentage of
5 percent or greater until 2040. It was felt the amount the City would contribute would eventually level off.
Staff agreed to that an adjustment to 4.75 percent a year would be appropriate for the Mobility Plan.

State of Tennessee

The State of Tennessee has increased its contribution nine of the last fifteen years. Between 1999 and 2013,
the State increased their contribution by 4.93 percent. For the last five years, the State has slowed their
increases. The State of Tennessee, like other states, is going through difficult economic times and tax revenues
are unpredictable. To remain conservative, staff decided that an annual percentage rate of 2.5 percent per
year would be reasonable for the analysis.




Other Federal and State Sources

This category includes several Federal grants and State revenue sources. This funding category has seen an
average annual increase of 4.61 percent from 1999 to 2013. For the 2009 Mobility Plan a 5 percent annual
increase was used. With some uncertainty of funding at the federal level, it was decided to remain slightly
more conservative and to reduce the annual increase to 4 percent.

Fares

From 1999 to 2013, the annual average increase in fare revenue was 6.72 percent a year. While revenues from
fares continue to increase, over the last few years the annual average increase has lessened. KAT over the last
few years has continued to see strong ridership increases. However, an increase of 6.72 percent a year is too
high. Therefore, staff determined an adjusted annual increase of 4.87 percent would be appropriate.

Other Revenues

This category reflects revenue collected through other programs and grants. Some of this is the subcontracting
of special services. From 1999 to 2008, the other revenues category increased by an annual rate of 10.5
percent bringing in almost $500,000 a year. Recent changes in the Federal requirements associated with
subcontracting makes predicting revenue under this category difficult. Therefore, to be conservative this
funding source was removed from the analysis. However, KAT is dedicated to pursuing other revenues and
funding opportunities and expects some revenue in this category.

Public Transportation Financial Constraint

KAT’s expenses and revenue sources are forecasted to the year 2040. For the year 2013, KAT’s adopted
budget is used. From 2013 to 2040, annual calculations were made using the percentages agreed upon by TPO
and KAT staff. The Table below shows a snapshot of the forecasts by showing years 2013, 2018, 2028, and
2040. It is projected that KAT’s budget would increase from $20.2 million in 2013 to $25.2 million in 2018. By
2028, KAT’s budget is projected to be $39.1 million. Finally, in 2040, the last year of the Plan, KAT’s budget is
projected to be $66.4 million. The percent difference from KAT’s projected expenses and revenues are
calculated. For this analysis, it was felt that if the difference was not greater than 3 percent over or under, the
analysis was acceptable. Forecasting millions of dollars over nearly three decades is not an exact science and it
is unreasonable to assume that an analysis of this nature can match expenses and revenues exactly. Based on
this analysis, KAT will be able to meet its future expenses.
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Table 9-16: KAT Projected Budget and Revenues

Categor 2013 2018 2028 2040
e (Budgeted) (Projected) (Projected) (Projected)

Revenues

City $10,717,240 $13,516,153 $21,497,771 $37,518,184
State $2,050,750 $2,320,235 $2,970,097 $3,994,451
Federal and Other State Funding $3,348,960 $4,074,522 $6,031,288 $9,656,286
Fares $4,121,040 $5,227,128 $8,409,610 $14,879,593
Other Funding Sources $0 $0 50 $0
Total Revenue $20,237,990 $25,138,039 $38,908,766 $66,048,515
Total Expenses $20,241,090 $25,224,080 $39,172,226 $66,431,450
Percent Difference Expenses/Revenue Less than 1% Less than 1% Less Than 1% Less Than 1%

Source: Knoxville Area Transit (KAT)

This analysis assumes a no growth scenario. KAT is committed to continue to grow and improve. There have
been several studies over the last ten years: the Regional Transportation Alternatives Plan, the KAT Action Plan
2010, and the Knoxville Regional Transit Corridor Study, which call for improved and expanded transit services.
The City of Knoxville has been supportive of KAT. If new services are proposed that will result in tangible
increases in transit ridership the City will consider providing funding. However, if increases in transit service
are going to be made outside the City limits other funding will be required. Transit operators require a
predictable and consistent funding source in order to plan and make commitments. Funding needs to be
adequate to meet projected level of services and grow as needed to reflect inflation. Many transit agencies
across the country have a dedicated funding source, typically set by government via a dedicated tax or fee.
This does not exist for KAT at this time.

FTA has a variety of grants that fund capital equipment purchases, including vehicles. Each year, the City of
Knoxville (KAT) receives a Section 5307 grant that can be used to purchase capital items. In addition, under
MAP-21 Section 5310 and Section 5339 can be used for vehicle purchases. On occasion, KAT will receive a STP
funding from the TPO for vehicles. Typically, the State of Tennessee provides half of the local match for FTA
grants. While the capital forecasts are for a no-growth scenario, diligence is needed to secure consistent
funding. It is estimated that KAT will need to secure approximately $3,517,473 in funding a year to meet the
capital needs. Based on federal capital funding secured over the last few years KAT should be able to meet this
need, at least, in the short term. However, MAP-21 is only a two-year transportation act so it is hard to predict
funding sources too far in the future.




Active Transportation

Overview

A new federal transportation bill, MAP-21, was approved in 2012. The law consolidates many funding
programs, including those that fund active transportation projects and programs. The remaining funding
programs still have a great deal of flexibility, meaning there are many options for funding pedestrian projects.
The Surface Transportation Policy Project has an excellent publication describing the flexibility of those
programs available at their website (www.transact.org) called From the Margins to the Mainstream: A Guide
to Transportation Opportunities in Your Community.

Active transportation projects, which include bicycle, pedestrian, and greenway improvements, do not have as
many funding sources as do roadway projects. The TA (Transportation Alternatives) fund is the only fund
designated exclusively for active modes in MAP-21, and it has very limited funding levels. The majority of the
roadway projects listed in Chapter 8 include bicycle and/or pedestrian accommodations, however calculating
the portion of a project devoted to active modes is virtually impossible. In addition to TA funds, the TPO and
local jurisdictions are free to use LOCAL and L-STP (Local STP) funds on active transportation projects. Those
projects are listed in the Active Transportation section of Chapter 8 and are constrained within the LOCAL and
L-STP categories in the Roadways constraint section of this chapter.

Funding estimates show that costs of projects eligible for TA funds exceed anticipated revenues. This means
that remaining projects are eligible to compete with roadway projects for LOCAL and L-STP funds. To better
determine which projects receive these limited funds, each project has been scored and prioritized based on a
list of criteria, which include:

e (Congestion management

e Multimodal choices

e Freight and goods movement
e Safety and security

e System preservation

e Quality growth

e Economic prosperity

e Health and environment

e Local support and consistency with plans
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e Bonus given based on output from the Travel Demand Model assessment of congestion

TRANSPORTATION

PLANNING Project that scored lower based on these criteria moved to later horizon years and some moved to a non-
ORGANITATION constrained wish list. None of the active transportation projects moved to the wish list during process.
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Table 9-17: Transportation Alternative (TA) Funds

State/ Carry Total Balance
H Y V; E
orizon Years Local % Over Revenues Revenue xpenditures (Carry Over)

Horizon Year 2013-2014 20 $1,458,028 $1,458,028 $922,887 $535,141
Horizon Year 2015 20 5535,141 $739,967 $1,275,108 $1,245,565 $29,544
Horizon Year 2016-2019 80 20 $29,544 $3,080,504 $3,110,047 $2,584,272 $525,775
Horizon Year 2020-2024 80 20 $525,775 $4,379,160 $4,904,935 $4,562,350 $342,584
Horizon Year 2025-2029 80 20 $342,584 $5,076,646 $5,419,231 $3,182,673 $2,236,558
Horizon Year 2030-2034 80 20 $2,236,558 $5,885,224 $8,121,782 $6,265,408 $1,856,374
Horizon Year 2035-2040 80 20 $1,856,374 $8,312,331| $10,168,705 $8,431,347 $1,737,358

S0 | $28,931,860| $28,931,860| $27,194,503| $1,737,358

Transportation Alternatives (TA)
The Transportation Alternatives (TA) program is a major source of funding for bicycle and pedestrian projects.
Bicycle, Pedestrian, and Greenway projects also competed with roadway projects for a small amount of money
within Local STP (L-STP) funding. There are six categories of programs and projects eligible for TA funds:

1.) On-road and off-road trail facilities — Construction, planning, and design of bike/ped infrastructure

2.) Safe routes for non drivers — Also bike/ped infrastructure, specifically mentioning children, older
adults, and individuals with disabilities

3.) Abandoned railroad corridors for trails — Conversion of rail corridors for pedestrians and bicyclists,
or other non-motorized transportation users

4.) Turnouts, overlooks, and viewing areas — Apparently roadside facilities previously included in the
scenic byways program

5.) Community improvement activities — Rights-of-way improvements: billboards, historic and
archeological preservation, and vegetation management and erosion control (analogous to
Landscaping in TE)

6.) Environmental mitigation — Stormwater management, wildlife mortality, and "connectivity among
terrestrial or aquatic habitats"
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State Funding

TDOT’s main role in enhancing roadways for pedestrian use is to incorporate sidewalks, additional lanes, and
increased shoulder widths into the design of new roadways and roadway enhancements. Having these designs
in place minimizes the cost of having to implement these into existing roads. TDOT also matches funds for
bicycle and pedestrian facilities.

Local Funding
Local governments provide funding for sidewalks and greenways as part of construction projects. They can
also apply to TDOT to receive funding under the Transportation Enhancement Program.

Looking for New Funding Sources

Funding is Unreliable and not Keeping Up with Rising Costs

While the costs have very recently fluctuated and even dropped in some instances, in general, transportation
construction costs have risen quickly in the last 10 years. A major factor is oil prices. An example of how these
resources affect us besides at the pump is in asphalt prices. The price of asphalt more than doubled in
Tennessee from January 2008 to December 2008, reflected in the spike in Figure 9-1.
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Figure 9-1: National Increase in Transportation Construction Costs, June 1986-2010

Source: U.S. Department of Labor, Bureau of Labor Statistics. Producer Price Index Industry Data, Material and Supply Inputs to Highway and Street
Construction. 1986-2010. Data extracted July 13, 2012.
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Figure 9-2: Transportation
Funding from Highway Trust
Fund versus Outside Sources,
FY2008-2014

Revenues from state and federal transportation sources are not keeping up with growing needs. Each year, to
continue to pay for the same services and maintain the same number of roads, revenues (taxes) need to
adjust to keep up with inflation. Every year those taxes are not increased by the rate of inflation amounts to a
tax cut — which sounds great, but means tough decisions need to be made and often our infrastructure suffers.
This costs us in the end, as crumbling roads can lead to costly wear and tear on our vehicles. The federal gas
tax has not been increased since 1997, and the Tennessee gas tax has not been increased since 1989,
effectively a 26 percent tax cut since 1997. This means that state and local governments are able to make
roughly 26 percent fewer improvements to the system than in 1997. In that time, the condition of our
infrastructure has continued to get worse. Attempts to adjust the gas tax have failed, and persistently higher
pump prices for gasoline will continue to thwart any attempts to adjust the state or federal fuel tax. This will
increasingly force local governments to find other means to meet their funding needs. The current federal
model for transportation funding is unstable and unsustainable. In Fiscal years 2008 through 2014, 19 percent
of federal transportation dollars will come from funds other than the Highway Trust Fund (gas tax) (Figure
9-3). Figure 9-3 shows federal transportation funding each year and the support received from outside funding
sources. Other sources include the federal government’s general fund or the Leaking Underground Storage
Tank (LUST) fund. Fiscal years 2013 and 2014 reflect numbers authorized in MAP-21.

oY M Federal Highway Program Authorization
$45 - B Money Transferred to Highway Trust Fund from Outside Sources
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Figure 9-3: Projected Federal Highway Trust Fund Shortfall
Source: (Figure 9-2 and 9-3): AASHTO 2007, Congressional Budget Office (CBO) 2012, MAP-21 Funding Authorizations

The reduced purchasing power of current revenues leads to increased competition for transportation funds.
This means less capability to expand, improve, and maintain our infrastructure. Meanwhile, our infrastructure
continues to age, requiring more maintenance. Over the next two decades, the gap will grow between the




revenues we have and the investments we need just to keep our roadways and transit services in their current
condition.

How Could We Fund Transportation in the Future?

Traditional funding options for our nation’s aging infrastructure, including federal, state, and local gas taxes
and vehicle taxes and fees, generate less than the amount required to maintain our transportation system.
MAP-21 provides some additional funding from general funds to balance the Highway Trust Fund budget, but
this is a temporary solution. The costs of projects needed to maintain the system far exceed the revenue
generated. There are only four avenues to pursue moving forward:

e Revenue sources will need to increase to meet system needs,
e New revenue sources will need to be identified,
e General funds will continue to supplement the Highway Trust Fund, or

e Transportation investments will need to be cut drastically, threatening the quality of the system.

Raising revenues, either from increasing existing revenue sources or creating new ones, has been very
politically unpopular, however the alternatives have presented consequences few people are willing to accept,
such as crumbling infrastructure or limiting expansion. The solution may very well include two components.
First, identify inexpensive solutions to maximize the efficiency of the system, minimizing the need for physical
expansions. This includes travel demand management programs, developing ITS programs that get drivers
better information, and making much more targeted physical improvements, such as improving interchanges
rather than widen a highway. This is often referred to “Right-Sizing” projects, which simply means finding a
less costly solution that delivers the best return on your investment. The second component may include
looking at reasonable ways to generate revenue. This is ultimately a decision that will be made by elected
officials at the federal, state, and local levels, however a public survey (not statistically valid) that the TPO
conducted in October and November of 2012 identified a number of priorities in answering that question of
revenues. Those responses are shown below.
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How do you think future transportation projects should be funded?

Use tolls to fund new projects

Increase the fuel tax (gas/diesel)

Leave taxes at the level they are now

Charge new development for transportation improvements
Increase sales tax to fund projects

Increase property tax to fund projects

Other

19.8%
41.6%
20.8%
59.4%
10.1%
21.5%
14.8%




