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The Ohio Municipal League is pleased to release our Transportation Infrastructure Funding
Statement in light of Substitute HB 62, the state’s Transportation Budget for FY20-FY21.

This statement is the result of a comprehensive study of the transportation infrastructure needs
unique to municipalities. Our position offers sustainable policies that take action and provide
long-term funding solutions to funding the maintenance and improvement of municipal roads
and bridges.

The League also aims to spotlight the critical role municipal transportation infrastructure plays in
connections to commerce, education, health services and culture. Ohio drivers rely on safe roads
and bridges to connect them to employment and social services. First responders depend on safe
roadways to ensure the citizens in their care get fire, police and EMS responses as soon as
possible. With 8.5 million Ohioans and 80% of businesses located in municipalities, it is hard to
overstate the need for safe transportation infrastructure, as well as the cost of not properly
funding safe roads and bridges.

The League’s Transportation Infrastructure Funding Statement is a tool designed to both educate
and provide real, actionable and sustainable funding solutions. We encourage our member to use
the information enclosed to impress upon their legislative delegation the need to properly fund
transportation infrastructure. Cities and villages are the economic engines of Ohio, and
investment in municipal transportation infrastructure is a key part of ensuring a safe and
prosperous future for our state.

Respectfully,

et S

Kent Scarrett
Executive Director
Ohio Municipal League
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This Transportation Infrastructure Funding Statement supports significant and
actionable state transportation infrastructure funding policies that enhance the
funding of municipal roadway and bridge maintenance and improvement. This
staged strategy is being offered as Governor Mike DeWine proposes his first

Ohio Department of Transportation (ODOT) operating budget (FY 2020-2021),
which includes a proposed 18-cent per gallon increase in the motor vehicle fuel
tax effective July 1, 2019. The tax, which is constitutionally earmarked for road
and bridge related use, is Ohio’s central source of transportation infrastructure
funding — funding which also benefits local governments, including municipalities.

Governor DeWine has stated that: “Investing in Ohio’s transportation network is
also an investment in the future of Ohio’s high-performance economy ... We must
ensure that our transportation system is not only safe and reliable, but that it also
strengthens our economy by offering accessibility for current and new businesses.”

Ohio municipalities, our state's economic engines, share this view just as they

support the Governor’s proposed motor vehicle fuel tax increase. Municipalities

have this perspective because they are home to over 8.5 million citizens and over

80 percent of Ohio businesses. Our citizens and businesses understand that municipal
roadways provide critical first and last mile connections for employment, commerce,
social services, education, culture and recreation. Municipal roadways also conhnect
first responders to the public they serve and citizens to hospitals and health services
they need.

This municipal transportation infrastructure is part of a statewide roadway network
that spans over 250,000 lane miles and 44,000 bridges with over 300 million vehicle
miles traveled annually.

Municipalities maintain over 70,000 lane miles and 2500 bridges and have an annual
count of over 100 million vehicle miles traveled. About 21,000 of these municipal lane
miles, including local connectors and arterials and state highways maintained by
municipalities, carry over a quarter of all vehicle miles traveled in Ohio. Greater
investment in the municipal roadway system will promote economic vitality,

serve our first responders, and make these roads safer.




There is a growing mismatch between documented transportation infrastructure funding needs (state and
local) and the estimated revenues in place to pay for these growing costs. According to ODOT's 2014 Access
Ohio 2040 report, highway revenues generated between 2014 and 2040 will lose more than 30 percent of their
value based on tha CPl index. The same report estimates a funding shortfall of $14 billion, which is the net of
a projected $55 billlon state need and only $41 billion to pay for this cost. This is for the state-only portion of
Chio’s transportation infrastructure. If this 25 percent state funding gap was applied to the ODOT estimated
cost for maintaining locally owned roads for the sams patiod, which is $41 billion; and for public transit, which
is $15 billion, the local funding gap would be significant. [t would be $14 billion for local roadways and $3.75
billlon for public transit.

According to the Tax Foundation, Chia’s motor vehicle fuel tax rate of 28 cents per gallon ranks 2%th
nationally and the lowest of our neighboring states. Yet Ohio ranks 6th nationally in total vehicle miles
traveled thus an unsustainable mismateh of revenues and roadway wear and tear.

Ohio’s mator vehicle fuel tax (“gas tax®), is experlancing slow revenue growth due to a variety of economic
realities, including greater use of more fuel-efficient vehicles, including alternative fuel vehicles, The
weakness in gas tax revenues is so significant that it would take approximately an eight-cent per gallon
increase in this flat, 28 cent per gallon tax just to provide an inflationary adjustment since the tax was last
increased in 2005.

Thase fiscal challengas are compounded at the state level by the recent use of Ohio Turnpike Commission
bond funds ($1.5 billion), which served as a temporary fiscal bridge for state projects. Meanwhile,
approximately 14 parcent of maotor vehicle fusl revenues are being devoted to debt service.

This and growing infrastructure needs has led 1o the reality that state and local governments can barsly
pay for essential maintenance and thus have little, if any, additional funds for major roadway and bridge
improvemeants. A 2018 OML mamber survey revealed a strong pattern of underfunding of basic lacal
transportation infrastructure maintenance and necessary improvemant projects.

These fiscal problems mean that ODOT's FY 2020-2021 operating budget, which must be introduced

and passed by April 1, 2019, would provide less funding than the current budget if it did not include a motor
vehicle fuel tax increase. And, without this proposed new funding, the resources that would be in place would
need to prioritize maintenance and related safety needs and therefore there would be no funding for major
new projects. For their part, municipalities, which recaive approximately 13 percent of the motor vehicle fuel
tax (3243 miilien in FY 2017), weuld also receive essentially no new funding for the next two years because
maotor vehicle fuel tax revenues are not projected to grow.

This is why ODOT Director Jack Marchbanks estimated that ODCT needs an additional $1 billion per year
to meeting current transportation infrastructure needs, consisting of $500 million for maintenance, and
$250 million for safsty projects and $250 million for major new projects. Additionally, recent estimates of
local tranaportation infrastructure needs pegs this aggregate cost in the $1 billion range annually. These
estimates align with growing evidence in Ohio and nationally that Ametica’s transportation infrastructura is
not well maintained and not keeping pace with growing demands. These patterns can b seen in the
American Society of Civil Engineers’ 2017 Infrastructure Report Card. It rates the nation’s public infrastructure
as being in poor condition rating a D+ overail. The same report card gives American’s roads a D rating and
the nation’s bridges a C+. The report card also revesals that the most recent estimate puts the country’s
backiog of highway system improvements at $836 billion. If Ohio’s population-based portion of these costs
were estimated, the state’s backlog of highway system improvements would total approximately $30 billion.




Despite strong evidence that additional resources are needed, the OML is supporting Governor Mike DeWine’s
calt for an 18-cent per gallon increase in the motor vehicle fugl tax. This support is based on OML member
input and a related assessment of municipal roadway and bridge maintenance and improvement needs and
tha inability for most municipalities to pay the complete cost of these essentlal needs. The organization is also
supporting the Governor's recommendation that this flat, per galion tax be indexed for inflation. The OML's
position on these and the related funding policies outlined below amounts to a staged strategy for addressing
public infrastructure challenges that are so large that they can only be addressed in stages. '

INCREASE OHIO'S 28-CENT PER GALLON MOTOR VEHICLE FUEL TAX BY 18- CENTS PER GALLON.

By raising the motor fuel tax by 18 cants per gallon, Ohlo would, first, restore tha buying power lost since it was last raised
in 2005, This would equate to an increasa of 8 cents per gallon, which, at $67 mitlion per one-cent increase, would produce
approximataly $536 million per year, The additional 10 cent per gallon increase would produce an additional $670 million
per year bayond the inflaticnary adiustment and aflow state and local lsaders to target thesa new resources towards
mainterance and improvemant projects on the buslest and most critical state and local roadways and bridges. And sincs
the state of Ohio receives approximately 60 percent of motor vehicle fuel tax revenues, this $1.2 biilion increase would
provide over $720 milllion per yaar for the state and the rest, or about $475 million, would be earmarked, in the propertion

it Is today, for local governments.

The OML supporis July 1, 20190 implementation of the proposed 18-cent per galion motor vehicle fuel tax increase.
The current municipal share of this tax (13%) should be maintained with this increase, This percentage would generate
approximately $156 million annually whife stilf having a tax rate that is at a compelitive level regionally and nationally.

L&é!dfﬂg.; miunicipal examplas of why these funds are needed are outiined below in #2 befow. Imporiantly, the cost of just
these examples exceeds the 13% share of the proposed 18-cent per galfon motor vehicle fuel tax increase.

SUPEORT INFLATIONARY INDEXING OF MOTOR VEHICLE FUEL TAX. On a going forward basis, index tha gas tax
to reflect cost-cf-living (consumer price index) adjustments so that its buying power grows. This approach is usad by
Fiorida, Maryland, Morth Carglina and Bhade [sland, Bichigan ties its gas tax to the state’s inflation rate. And, in 2015,
Georgla became the first state to [ink its gas tax to the efficiency standards of motor vehicles, potentially alleviating any
last revenue because of more fuel-efficient cars. All in all, twerdy states have soms form of variable rate gas tax.

CREATE FEE FOR ALTERNATIVE FUEL VEHICLES TO PAY THEIR FAIR SHARE OF TRANSPORTATION
INFRASTRUCTURE COSTS. As i3 already the case in twenty states, requira e-vehicles and other alternative fuel vehicles
to pay an annual state user fee. As estimated by ODOT, a fee of $275 per year for e-vehicles and $75 for hybrid vehicles
would only gensrate $2.5 million per year; however, the revenues from these fees will grow significantly over time as more
and mors individuals use alternative fuel vehicles,

Understanding that Chio is not in & position to meet every state and local transpertation need, we should focus on ways
{o partner on tha state-local readway network that link ¢itizens 1o work and companies to markets, including:

ROADWAY INVESTMENT.

Maintenance neads of thess critical roadveays will vary, so, municipalities proposa that lecal governments work with the
stata to create a 10-year maintenance program for “well-traveled” state highways and local arterials and connectors
shouldering cver a guarter of all vehicle milgs traveled in cur state. [t also would include ¢ritical madways outside these
designations that provide access to crilical police, fire, erns, hospital, education, key communily services, and employers.




A ten-year maintenance pragram covering thess lans miles would treat about 2100 lane miles per vear This would
assure that every line mile of this important system is maintained appropriately. The estimate for the municipal portion
of this need Is $400 miflion a year.

BRIDGE INVESTMENT:

Local governments maintain over two-thirds of the state’s 44,0060 bridges. Although counties maintain most of thes
bridges, municipalilies maintain 2453 bridges. The needs estimate for a 30-year maintenancs program for these municipal
bridges is about $50 milion a year,

TRAFFIC MANAGEMENT AND SMART TECHNOLOGY:

rore funding to install, operate and maintain traffic managament and emerging smart technology would improve =afety
and efficiency and reduce congestion on the high use readways. Since the lite cycle costs of thase systams are evalving
rapidly, best practice research will establish the installation and maintenance cycle of these new systems. The initial
estimate for the muricipal portion of this need is $50 million a year.

TRANSPORTATION PLANNING AND EMERGING TECHNCLOGY BEST FRACTICE TRAINING:

Threre alsois a need for good planning and training to help localitias make the best infrastructure investment decisions,
like establishing effective pavement condition ratings and best practice training for managers and line staff on traffic
management and emerging smart transportation matters, Funding for this need would be developed and paid for within
the budgels of the above three components.

Ohio ranks 41st in public transit funding in the face of growing urban and rural needs, including in 27 counties
that have no public transit. Ohio should begin to address this problem with an increase in state GRF funding for
public transit to the prior higher watermark of $43 million/year. Additionally, permissive authority should be given
to municipalities and counties to expand parking taxes to help pay for transit.

Support restoration of Local Government Fund cuts — which totated naarly 50 percent (5450 million/year)

since FY 2012. Local governments use these funds for general government purposes, including transportation
infrastructure. Additionally, as was recently allowed for counties, mumicipalities should be allowed to expand the
permissive vehicla license fes by $5 to help fund local transportation projects, including public transit.

Chio should expand the state sales tax to out-cf-state, onling sales. The legality of this approach has bean
approved by the recent U.S. Supreme Court decision in the “Wayfair” case. The Government Accounting Office
has estimated that Ohio could generate over $200 million annually in new revenus, but only if it passes a state
law that implements this Supremsa Court decision. This action should betaken in 2019 and the new revenuss
should be used primarily to finance “smart” transportation technology prejects, auch as signalization
maderpization in municipalities. These neaded Investments, which OML estimates preliminarily to cost

£50 million par year, will imprave traffic congestion, vehicle mileage and public safety,

Support the creation of a Leng-Term Transportation Funding Study Commission to analyze and make policy
recommendations that address the engeing shift away from gas fusled vehicles to alternalive fus! vehicles and
greater use of public transportation and information technology, including online work, all of which diminish gas
tax revenue growth and related transportation funding. Consideration of a vehicle miles traveled tax should be
included in this analysis. Require report and recommendations to Governor and legislature by June 30, 2020.
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