SECTION 9: CLOSING THE FUNDING GAP
9.1 Introduction
The City of Lincoln uses a suite of funding sources to assist in maintaining its infrastructure while providing
opportunities to support growth by expanding and enhancing its facilities. This section will review the existing
funding sources, the current funding gap, and the solutions that are currently available to the city to assist in
closing this funding gap. The focus of this chapter is to provide reasonable solutions for sustainable funding
sources. Bonding will be briefly discussed, but it is worth noting that bond proceeds must be backed by a
sustainable and consistent funding source.

9.2 Transportation Funding in Lincoln
Transportation investments in Lincoln are paid for through a combination of local, state, and federal funding
sources. Currently, Lincoln’s annual investment in transportation totals nearly $60 million. Federal sources
typically include Surface Transportation Block Group (STBG) funding awarded by the Lincoln-Lancaster
Metropolitan Planning Organization (MPO) and Highway Safety Improvement Program (HSIP) funding awarded
by the Nebraska Statewide Safety Committee. State sources include motor fuels tax (gas tax) funding returned
to Lincoln as Highway Allocation funding and state sales tax funding that has been directed to transportation
improvements under the Build Nebraska Act (LB84). Local funding for transportation improvements is
generated through Lincoln’s wheel tax, impact fees on new development, and transfers from the general fund
(corresponding approximately to the value received
through motor vehicle based property tax).
Figure 9.1: Lincoln Transportation Budget
A breakdown of the average percentage makeup of
Lincoln’s transportation budget is shown at right. Local
funding sources comprise around 47 percent of the
total annual budget for transportation improvements
(approximately $28 million per year).

9.3 Funding Sources
National trends in transportation planning have
shown a shift away from dependence upon federal
and state funding sources to funding infrastructure
maintenance and construction. Communities across
the country are facing challenges related to revenue
generation. Unfortunately, growth in federal funding for
transportation improvements has largely been stagnant.
The Federal motor fuels tax rates (gasoline and diesel)
have remained static since the early 1990s. The current
political situation in Washington does not offer much
hope for enhanced Federal revenue in the future.

Source: Economic & Planning Systems
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Similarly, state sources of transportation funding are not as reliable as they once were. Although Nebraska
recently passed the Build Nebraska Act (LB84) – reallocating ¼ cent (0.25 percent) of the existing state sales
tax toward transportation – most of this revenue (85 percent) will be utilized by the Nebraska Department of
Transportation. The City of Lincoln receives approximately $870,000 from LB84 formula funding per year. LB84
did not create new revenue; it redistributed existing state funding towards transportation and away from other
services that previously received that funding.
As federal and state sources have become less reliable in recent years, local governments are exploring options
to generate consistent funding for transportation improvements. Some of Lincoln’s existing revenues can be
used and/or re-allocated to transportation, including the following:
•

Sales Tax
ºº Currently 7.25% (the city portion is 1.75%, with 1.5% permanent and 0.25% expiring in the near
future)

•

Wheel Tax
ºº $74 fee on vehicle registration (personal auto)

•

Impact Fee for Arterials
ºº Fee on new construction

•

Occupation Tax
ºº Tax on occupation or business activity

•

Property Tax
ºº Current city rate 0.316480

Currently, revenues from sales tax, occupation tax, and property taxes are moved into the city’s general fund. A
small portion of this is transferred to transportation, but mostly funds other functions such as police, fire, parks/
recreation, and economic development

9.4 The Funding Gap
Lincoln’s transportation funding levels for maintenance and operations of the existing system total nearly $23
million annually. Based upon a review of peer communities and the needs established through this study,
Lincoln would need to increase its funding for street maintenance (resurfacing, repair, etc.) to at least $28 million
annually, an increase of $21 million. This level of funding would reach the average value of peer community
investment per lane mile ($10,000 per lane mile). Lincoln is currently investing $2,400 per lane mile for
pavement maintenance.
Capital needs identified in LPlan 2040 (the region’s comprehensive plan) identified the need for an additional
investment of $5 million per year (on top of the existing $37 million per year) to construct the necessary
improvements on the City’s system. It should be noted that this figure does not account for capital cost inflation.
In total, the funding gap for transportation in Lincoln is $33 million per year; $21 million for system preservation,
$7 million system optimization, and $5 million for capital improvements.
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9.5 Funding Options
The focus of this section is to examine the available options that Lincoln could reasonably use to close the
transportation funding gap. This examination will only review local funding sources as Lincoln will not be able to
increase its share of Federal or state transportation funding and does not have the authority to increase state or
federal rates of taxation. Lincoln, like many other cities, will need to rely more on local funding and less on state
and federal sources to solve its infrastructure funding challenges. These strategies include raising additional
revenue from general purpose sources, dedicated funding sources, and ensuring that new growth pays for a
reasonable portion of its impacts.

9.5.1 Sales Tax
The current total sales tax rate in Lincoln is 7.25 percent. This includes the state sales tax rate of 5.5 percent and
the city sales tax of 1.75 percent. Of the 1.75 percent, 1.5 percent is permanent. The additional 0.25 percent sales
tax was approved by voters and is directed to public safety improvements. It is anticipated to expire as these
improvements are completed (anticipated in spring 2018).
Municipalities in Nebraska may adopt a local sales tax of up to 2.0 percent. A maximum of 1.5 percent can be
permanent and can be adopted in 0.5 percent increments (e.g. 0.5, 1.0, and 1.5 percent). An additional sales
tax of 0.25 percent or 0.50 percent can be added on top of the permanent rate if approved by the voters. This
additional sales tax is temporary, however, and will sunset after 10 years unless it is tied to debt service (e.g.
bond payments). For example, Lincoln’s sales tax could be 1.5 percent (the current permanent tax rate), 1.75
percent, or 2.00 percent. State law does not allow further flexibility of rate designation. Currently, the city has a
0.25 percent sales tax that goes towards public safety improvements, generating nearly $12 million in revenue
annually. Any new sales tax must be approved by a vote of the people.

9.5.2 Wheel Tax
Although referred to as a tax, Lincoln’s wheel tax is actually a fee according to state law. It is charged annually
on motor vehicles registered within Lincoln’s city limits. The rates that are charged vary based upon the vehicle’s
weight and general use. Personal use automobiles pay $74 per year in wheel tax. Current annual receipts from
the wheel tax total $18.1 million. Lincoln’s municipal code requires wheel tax to be spent in three programmatic
areas: new construction, residential rehabilitation, and residual (general transportation use). As an example,
a general increase of 10 percent in the wheel tax rate could generate an additional $1.81 million annually. City
council can raise or lower the wheel tax and change the way the wheel tax is allocated to maintenance and
capital construction.

9.5.3 Impact Fees
Impact fees are a fee charged on new development in Lincoln that pay for a portion of the costs of expanding
the arterial street network to support growth. While called a fee, the courts have rulled that this is actually
a tax. This could provide greater flexibility in how the money is used. Currently, there are seven impact fee
districts along with an exclusion area (downtown/Antelope Valley) and several exemption areas in which private
infrastructure investments predate the impact fee system. Lincoln spends around $2.4 million in impact fee
revenue annually across these seven districts.

9.5.4 Property Tax
While Lincoln could also increase its property tax levy to assist in providing additional funding for transportation
improvements, it is the opinion of the Coalition that this option would not be a viable alternative due to its
unpopularity with voters.
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9.6 Closing the Funding Gap
During the November meeting of the Citizens’ Transportation Coalition, a group discussion was held using
a spreadsheet revenue model to allow the Coalition members to make estimates of revenue increases from
the available sources. Coalition members were able to determine the level of funding that their group through
would be necessary to improve system conditions and support future growth in Lincoln. Five example funding
levels and investment scenarios were prepared and benchmarked to the existing conditions for both revenue
generation and system condition. The example scenarios are shown below.

9.6.1 Scenario A
Total increase of $9 million/year
•

Increase for System Preservation of $5 million/year

•

Increase for System Optimization of $2 million/year

•

Increase for New Growth of $2MM/year
Figure 9.2: Closing the Funding Gap - Scenario A

Source: Olsson Associates

9.6.2 Scenario B
Total increase of $15 million/year
•

Increase for System Preservation of $7 million/year

•

Increase for System Optimization of $2 million/year

•

Increase for New Growth of $2 million/year
Figure 9.3: Closing the Funding Gap - Scenario B

Source: Olsson Associates
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9.6.3 Scenario C
Total increase of $21 million/year
•

Increase for System Preservation of $9 million/year

•

Increase for System Optimization of $5 million/year

•

Increase for New Growth of $7 million/year
Figure 9.4: Closing the Funding Gap - Scenario C

Source: Olsson Associates

9.6.4 Scenario D
Total increase of $26 million/year
•

Increase for System Preservation of $14 million/year

•

Increase for System Optimization of $5 million/year

•

Increase for New Growth of $7 million/year
Figure 9.5: Closing the Funding Gap - Scenario D

Source: Olsson Associates
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9.6.5 Scenario E
Total increase of $31 million/year
•

Increase for System Preservation of $18 million/year

•

Increase for System Optimization of $5 million/year

•

Increase for New Growth of $8 million/year

Figure 9.6: Closing the Funding Gap - Scenario E

Source: Olsson Associates

9.7 Review
Each group was tasked with identifying their preferred funding level and the mix of funding sources to fill up
the gap in funding. As previously noted, sales tax may only be increased by 0.25 or 0.5 percent up to a cap of
an additional 0.5 percent. Therefore, only two options for the level of sales tax increase exist. At 0.25 percent,
the sales tax yields $12.0 million annually; a 0.50 percent increase would yield $24.0 million. To increase
the flexibility of the options, groups were able to dedicate a certain portion of sales tax revenue toward
transportation. Additionally, coalition members were encouraged to identify other options for funding that may
have been missed in the initial analysis.
Current costs for common transportation projects are helpful to review to put the funding options and levels into
context:
•

The cost to resurface a roadway is approximately $600,000 per lane mile.

•

A new traffic signal costs approximately $300,000 per intersection.

•

A new arterial can cost $12 million per mile.

The coalition identified several options the city has to fund additional investments in the transportation system’s
preservation, optimization and new growth. Some of the options developed by the Coalition, included:
•

New revenue of $20,280,000 per year
ºº ½-cent sales tax with 85 percent dedicated to transportation
ºº Progressive Wheel Tax - Revenue Neutral (more expensive cars would pay a higher wheel tax)
ºº No change to impact fee
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New revenue of $21,595,000 per year
ºº ½-cent sales tax with 100 percent dedicated to transportation
ºº Progressive Wheel Tax with a reduction of 12.5 percent net
ºº No change to impact fee

•

New revenue of $15,000,000 per year
ºº ½-cent sales tax with 80 percent dedicated to transportation
ºº 25 percent reduction in wheel tax

•

New revenue of $21,000,000 per year
ºº ½-cent sales tax with 100 percent dedicated to transportation
ºº 15 percent reduction in wheel tax

•

New revenue of $11,000,000-12,000,000 per year
ºº ¼-cent sales tax with 100 percent dedicated to transportation
ºº Review of stormwater infrastructure opportunities

•

New revenue of $27,200,000 per year
ºº ½-cent sales tax with 100 percent dedicated to transportation
ºº Reallocation of motor vehicle property taxes from general fund
ºº All gas tax revenues are used for system preservation and optimization

•

New revenue of $24,000,000 per year
ºº ½-cent sales tax with 100 dedicated percent to transportation
ºº Reallocation of motor vehicle tax
ºº Use of additional state gas tax revenue from graduated increase
ºº Reduction of wheel tax

Lincoln, Nebraska Chamber of Commerce

9-7

