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MEMORANDUM
TO: Members of the Senate
" FROM: Walter A. Stosch Ml G loret
SUBJECT: Transportation Conference Report Overview

Enclosed for your information are three documents related to
the final conference report on HB 2313. While I hope that many of
your questions were answered in the briefings on the conference

report, I know that you may be receiving inquiries about details in
the final bill.

The enclosed materials include bullets on the key components
of the conference report, along with spreadsheets detailing statewide
and regional resource components with the proposed uses of the
resources. | hope you will find them useful.

The materials are also available on the Senate Finance
Committee website at: http://sfc.virginia.gov.

As always, please don’t hesitate to call the staff at 804-698-7480
should you have questions.




Transportation Conference Report Overview
February 20, 2013
Generates $880 million annually statewide in 5t year when fully implemented

o Amount includes $198.2 million from existing General Fund sources by year 2018 plus dedication of
$183.6 future General Funds from federal internet sales tax compliance plan.

Provides a dynamic funding source for transportation that grows with the economy

o Why change? Motor fuels taxes are forecasted to be stagnant (increasing fuel economy, increasing use
of alternative fueled vehicles, lack of inflator on gas tax because based on cents per gallon).

o Retail sales and use tax on gasoline and on general purchases is percentage-based and thus has inherent
growth factor allowing revenues to keep pace with increased costs. By comparison, the present 17.5
cents per gallon is flat and unchanged since 1986 and does not grow as transportation costs grow.

Proposed sources retain nexus to transportation system usage
o Eliminates current 17.5 cents per gallon gas tax.

o Replaces it by reducing the current sales tax exemption on retail sales on motor vehicle sales by 1.3%,
adds a 3.5% motor fuel tax at rack, and a 6% diesel tax at rack (reflects higher wear and tear on roads
from heavy trucks).

Eliminates the HMOF/TTF “cross-over” where construction funding is transferred to maintenance

o Provides the $505.7 million additional revenue to the HMOF in FY 2017 to stop crossover (practice of
transferring funds from the TTF to plug the annual maintenance deficit).

= Includes amounts generated by 0.175% of the increase in general sales tax.
o This will free up a like amount of additional funding to be used for highway construction projects.
Includes major regional packages for both Northern Virginia and Hampton Roads

o Approximately $300-350 million each year for Northern Virginia and $200-220 million each year for
Hampton Roads (revenue components tailored to the unique needs of each region).

Provides a dedicated funding source for the Commonwealth Mass Transit and Intercity Passenger
Rail Funds

o Intercity Rail Fund created in 2011 but has had no dedicated funding stream.

o Amounts generated by 0.125% of the increase in general sales tax increase will be used to support rail
and transit projects in the Commonwealth.

= Amounts distributed 40% for rail, 60% for transit.

o Also includes $300 million dedicated to Phase Il Dulles Rail.



Transportation Conference Report Overview
February 20, 2013
e Reflects compromise on use of existing GF for transportation

o Increases the share of the existing general sales and use tax dedicated to transportation from 0.50% to
0.675% by 2018 (increases 0.05% a year for 3 years, with an increase of 0.025% in the fourth year) plus
dedicates portion of sales tax from internet sales enforcement plan by Congress (if approved).

¢ Includes additional dedicated funding for Public Education
o Dedicates additional 1/8th of general sales and use tax for education.
o Dedicates 1.25% of revenues generated from Marketplace Equity Act (MEA) to public education.

o Includes trigger that if MEA is not adopted by January 1, 2015, general fund transfers to HMOF will be
used to backfill the difference.



Additional Statewide Funding for Transportation - HB 2313 Conference Report

Components 2014 2015 2016 2017 2018 5-Year
Convert Cents Per Gallon at Pump (gasoline and diesel) (871.1) (889.3) (907.4) (922.6) (938.2) (4,528.6)
3.5% tax at rack on gasoline (wholesale price) 412.0 470.1 482.0 493.2 501.6  2,358.7
6% tax at rack on diesel (wholesale price) 214.3 252.9 267.6 285.3 303.1 1,323.2
$100 Registration Fee for Alt. Fuel Vehicles 10.2 11.4 13.0 15.0 17.0 66.6
Maintain historic 1% exemption on motor vehicle sales (phase in: 1%, .1%,.1%,.1%) 184.0 2239 248.8 278.5 278.6 1,213.7
Net Impact - User Fees (50.7) 68.9 103.9 149.3 162.0 433.5
Increase General Sales and Use Tax 0.3% 265.8 301.2 313.2 325.2 336.3 1,541.7
MEA: Share for Transp. - Sales Tax at 5.3% 144.6 164.1 170.8 177.5 183.6 840.6
Increase Share of Existing GSUT to HMOF by 0.175% (.05/3 years, .025 yr 4) 49.0 101.7 158.4 191.8 198.2 699.1
Net Impact - Other Fees 459.4 567.0 642.4 694.5 718.1 3,081.4
Grand Total For Transportation 408.7 635.9 746.3 843.8 880.2 3,514.9

Marketplace Equity Distribution: Sales Tax at 5.3%

Marketplace Equity - Sales Tax Generated 2014 2015 2016 2017 2018 5-Year

Public Education (1 1/4%) - Increase from current distrib. By 1/8% 59.3 67.3 70.0 72.8 75.3 344.5
Local Option (1/2% for any purpose) 23.7 26.9 28.0 29.1 30.1 137.8
Local Option (1/2% for transportation) 23.7 26.9 28.0 29.1 30.1 137.8
Transportation 144.6 164.1 170.8 177.5 183.6 840.6
Total: 251.2 285.1 296.8 308.5 319.1 1,460.7

Additional General Fund for Education

2014 2015 2016 2017 2018 5-Year
MEA for Public Education (above) 59.3 67.3 70.0 72.8 75.3 344.7
Additional 1/8% Existing General Sales and Use Tax 99.7 113.0 117.5 122.0 126.1 578.1

Total: 159.0 180.3 187.5 194.8 201.4 922.8



Conference Report for HB 2313 - Proposed Uses of Revenue

Uses 2014 2015 2016 2017 2018 5-Year

Highway Maintenance and Operating Fund

Loss from gas tax conversion (735.4) (751.6) (767.5) (781.3) (795.4) (3,831.2)
HMOF - 80% of amounts from 3.5% non-diesel rack 329.6 376.0 385.6 394.5 401.2 1,886.9
HMOF - 80% of amounts from 6% diesel rack 171.4 202.3 214.1 228.2 242.5 1,058.6
Eliminate 1.3% of sales tax exemption on motor vehicle sales (1% yr 1, .1% add'l years 2-4) 184.0 223.9 248.8 278.5 278.6  1,213.7
Increase alternative fueled vehicle fee to $100 10.2 11.4 13.0 15.0 17.0 66.6
Use portion of general sales and use tax increase for HMOF (0.175%) 155.1 175.7 182.7 189.7 196.2 899.3
Increase Share of Existing Sales Tax to HMOF to 0.675% over 4 years 49.0 101.7 158.4 191.8 198.2 699.1
Total to HMOF: 163.9 339.4 435.0 516.4 538.3 1,993.0

Transportation Trust Fund

Loss from gas tax conversion (108.5) (110.4) (112.4) (113.7) (115.1) (560.1)
TTF - 15% of amounts from 3.5% non-diesel rack 61.8 70.5 72.3 74.0 75.2 353.8
TTF - 15% of amounts from 6% diesel rack 321 37.9 40.1 42.8 45.5 198.5
MEA: 3% Share for Transp. Trust Fund - Sales Tax at 5.3% 144.6 164.1 170.8 177.5 183.6 840.6
Total to TTF: 130.0 162.1 170.8 180.6 189.2 832.8

Intercity Passenger Fund and Transit Capital

Use portion of general sales and use tax increase for IPROC and Transit (0.125%) 110.8 125.5 130.5 135.5 140.1 642.4
Intercity Passenger Rail Operating and Capital Fund (40%) 44.3 50.2 52.2 54.2 56.1 257.0
Mass Transit Trust Fund (60%) 66.5 75.3 78.3 81.3 84.1 385.4
DMV
DMV Loss from fuel tax converstion (7.2) (7.30) (7.50) (7.60) (7.70) (37.3)
DMV - 1% of total amounts generated by gas rack 4.1 4.7 4.8 4.9 5.0 23.6
DMV - 1% of total amounts generated by diesel rack 2.1 2.5 2.7 2.9 3.0 13.2
DMV Total - Holds Harmless for Gas Tax Amount (0.9) (0.1) (0.0) 0.2 0.3 (0.5)

Priority Transportation Fund

PTF - Loss from fuel tax converstion (20.0) (20.0) (20.0) (20.0) (20.0) (100.0)
PTF 4% of total amounts generated by gas rack 16.5 18.8 19.3 19.7 20.1 94.3
PTF 4% of total amounts generated by diesel rack 8.6 10.1 10.7 11.4 12.1 52.9
PTF Total - Holds Harmless for Fuel Tax Evasion Assumption 5.1 8.9 10.0 11.1 12.2 47.3

Grand Total for Transportation 408.7 635.9 746.3 843.8 880.2 3,514.9

Additional General Fund for Education

2014 2015 2016 2017 2018 5-Year
MEA for Public Education (1.25%) 59.3 67.3 70.0 72.8 75.3 3445
Dedicate add'l 1/8% sales and use tax 99.7 113.0 117.5 122.0 126.1 578.3

Total: 159.0 180.3 187.5 194.8 201.4 922.8



HB 2313 Conference Report Regional Transportation Sources

Northern Virginia Regional

2014 2015 2016 2017 2018 Total
Northern Virginia 0.7% Sales Tax S 2141 S 2426 S 2524 S 2619 S 2708 S 1,241.8
Grantor's Tax .25 per $100 S 279 § 279 § 279 S 279 § 279 S 139.5
Transient Occupancy Tax - 3% S 182 S§S 451 S 468 S 485 S 503 S 2089
Total for Northern Virginia $ 260.2 $ 3156 S 3270 S 3384 $ 349.1 $ 1,590.3

From the revenue produced, 30% is returned to localities for transportation projects and 70% is dedicated regionally.

Regional funding can be used for: Urban or Secondary road construction,
Capital projects that reduce congestion,

Public transportation, and
Mass transit capital.

Regional projects must be approved by the Northern Virginia Transportation Authority.

Any locality not enacting previously authorized local revenue options will have their local returned revenues reduced by the
amount that would have been generated from all authorized local options. (Funding returned to regional pot.)

Hampton Roads Regional

2014 2015 2016 2017 2018 Total
Hampton Roads 0.7% Sales Tax S 822 $ 1281 S 1332 S 1383 S 1430 S 6248
HR 2.1% Wholesale Fuels Tax S 603 S 695 S 718 S 741 S 762 S 352.0
Total for Hampton Roads $ 1425 $ 197.6 S 2050 S 2125 S 219.2 S$§ 976.8

Funding can only be used for new construction projects on new or existing roadways.
Projects must be approved by the Hampton Roads Transportation Planning Organization.

Includes the localities of Gloucester, Isle of Wight, James City County, York, Chesapeake, Hampton, Newport News, Norfolk, Poquoson,
Portsmouth, Suffolk, Virginia Beach, and Williamsburg.
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