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Chapter 7 / Additional mechanims

The expected positive outcomes

Environmental:
greater energy efficiency of new vehicles;
modal shift away from private cars towards mass transit, thanks to a very
attractive service (security, comfort, reliability);
centralised command of vehicles allows a better organisation of traffic and
therefore better occupancy;
in terms of local pollution, the reduction in particle pollution (PM), nitrogen
oxide (NO ) and sulphur dioxide (S0,) was quantified for the crediting period
2006-2012 at - 7,000 tons of PM, - 50,000 tons of NO, and - 800 tons of SO,.

Sustainable development:
improved environment through reduced GHG emissions;
improved “well-being” thanks to reduced local pollution (chemical and noise),
reduced travel time for passengers and fewer accidents;
better social integration thanks to improved access for unqualified or low-
qualified labourers to construction sites;
greater economic attraction of Bogota (offering a modern mass transit sys-
tem) and reduced cost of congestion.

Estimating the reduction in emissions thanks to the project: to estimate total
reductions, the PDD presents the emissions generated by the project activity,
leakage emissions due to the project and emissions in the baseline scenario:
the emissions generated by the project are those from bus traffic. This is
covered in phases II, IIT and IV of the project;
leakage by the project refers to the variation in emissions outside the project
boundary that occurs as a consequence of the project activity’s implemen-
tation: increased emissions due to the manufacture of new buses, emissions
from fuel, cement and asphalt for building the dedicated infrastructures;
the change in occupancy of taxis and non-BRT buses; the impact of reduced
congestion;
the emissions of the baseline scenario. This is based on the calculation of
emissions per passenger/km and per category of vehicle (bus, taxi, private
cars, two-wheel motorised vehicles) in the reference situation, i.e. for the
same period but without the project.

Estimated total reduction of GHG

in the first crediting period (tCO,, ) [lecess
Number of crediting years 7
(first crediting period)
Average annual reduction of GHG forecast 246,563

for the crediting period (tCO,,)
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= Financial benefits from the sale of carbon credits

This is a key aspect of the financial impact of the project. The revenue gained
depends on the quantity of ERU obtained and the market price for a ton of CO,.
When negotiating the sale of the ERU obtained through the project, in 2001, the
recommended unit prices were as follows:

== high scenario: US$19 / ton COZeq;

== middle scenario: US$10 / ton COZeq;

== low scenario: US$3 / ton COZeq.

Type
US$3 /160, USS10 /100, USS19 /400,

Evaluation of total emissions
reductions for the first crediting 1,726,000 1,726,000 1,726,000

period (tCO,,)

Potential revenue
from the sale of ERU 5,200,000 17,300,000 32,800,000

Revenue from the sale of ERU for the first crediting period is not very attractive,
but the developer chose to take a longer view, with an expected expansion of the
system and therefore extended crediting periods (two periods of seven years each,
with emissions reductions in the last two periods estimated at 500,000 tCO,,, per
year). The overall revenue would thus reach:
== approximately US$80 million (at a rate of 1 tC0,, = US$10) for three crediting
periods of seven years each;
== approximately US$170 million (at a rate of 1 tC0,, = US$19) for three credi-
ting periods of seven years each.
If the high scenario proves true, with strong prices on the credit trading market,
the funds generated by the project would be truly significant and could even
contribute to funding the operating costs of the Transmilenio. The first results of
the monitoring plan show that the emissions reductions are below forecast but the
project proponents believe that when all of the phases have been implemented,
the results will be in line with expectations.
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Decentralised
cooperation

The growing autonomy of local territories has led them to build ties with other
territories in other countries, and to organise direct cooperation relations. This is
known as decentralised cooperation.

In France, this notion was given a legal framework by the law of 1992, concerning
only the international actions of French local authorities with foreign local
authorities, regardless of their status in the foreign State. Their actions may
only involve the French local authorities’ areas of responsibility. France is the
only country which has such a legal framework for decentralised cooperation.
At the European Union level, there is no legal basis established by treaty, and it
is a notion of management which includes projects implemented by all types of
associations and non governmental organisations.

European countries have taken the lead in this kind of action, having a long
history themselves of twinning with other cities. All 26 regions of France, more
than three-fourths of counties, nearly all large cities and urban communities,
numerous mid-size and even small towns, as well as a growing number of joint
municipal structures are involved in international cooperation projects, with 8,000
underway in 132 countries.

The international exchanges concern technical, institutional and political know-how.
Mayors are often confronted with similar issues and are generally eager to learn from
the experiences of their counterparts.

Decentralised cooperation
and urban transport

Among the many different projects in the area of transport, the subject of urban
mobility should occupy a prime position because it is a crucial issue, often the
responsibility of local governments. And yet we see that this is not the case. There
are several reasons which may explain this relative lack of attention:

Urban transport projects do not seem as “vital” as projects for drinking water,
housing or education, in the eyes of citizens and local elected officials who
represent the public interest. Officials therefore tend to focus their attention
and energies on projects for “solidarity” causes.

Cooperation projects in general, and especially those in the context of
decentralised cooperation, depend greatly on strong personal relations among
elected officials in particular, though their tenure in office may be too short
to effectively lead a complex project.

Local structures for governance and financing are often very different and
projects may require lengthy periods of preparation, which may cause
hesitation among local authorities.
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Urban transport projects involve many different partners, both in the public
and private sector, and it can prove difficult to bring them together for a joint
action in a foreign country.

Urban transport projects require heavy financing, beyond the capacity of local
authorities or which they do not know how to obtain from international
funding agencies.

Decentralised cooperation

and the funding of urban transport

Local authorities directly fund 90% of their decentralised cooperation projects
and turn to other funding sources such as the European Union and the Ministry
of Foreign Affairs in the case of France, which has a dedicated line of credit for
such projects.

Decentralised cooperation is not meant to replace other projects, such as those
implemented by international funding agencies, but it can play a supplemental
and essential role in that local authorities often have expertise in organising
complex projects. They may effectively participate in a wide range of actions with
variable levels of financial contribution.

Solidarity type actions such as donating and sending equipment for an
urban transport line: one example is a cooperation project in Lomé, Togo,
organised by the Greater Lyon urban community in conjunction with Sytral
and CODATU. *

Expert assistance in choosing a project or defining urban transport policy:
Chongging and Toulouse are working together on transport policies in the
Chinese city. In Rabat, Morocco, the Urban Planning Agency of Greater Lyon
and the CERTU * participated in the development of the Urban Mobility Plan
of the Rabat-Salé-Témara urban area.

Know-how and technology transfer: the aim of these projects is to set up long-term
cooperation as part of a partnership, with tangible, measurable results, such
as in Vietnam with the opening of the Institute of metropolitan professions
in Hanoi, in cooperation with the Ile de France Region, and the PADDI-Centre
for urban development studies in Ho Chi Minh City, in cooperation with the
Rhdne-Alpes Region. *¢

54. Read the Lomé-Greater Lyon project description in the “Guide méthodologique de la coo-
pération décentralisée en matiére de développement urbain” (Methodology of decentralised
cooperation in urban development). CODATU. Francoise METEYER-ZELDINE. CNFPT publication
(July 2006) p. 24-26.

55. Centre d'études sur les Réseaux, les Transports, 'Urbanisme et les constructions publiques.
(Centre for the Study of Urban Planning, Transport and Public Facilities). http://certu.fr

56. Read the Hanoi-Ile de France project description in “Guide méthodologique de la coo-
pération décentralisée en matiére de développement urbain” (Methodology of decentralised
cooperation in urban development). CODATU. Francoise METEYER-ZELDINE. CNFPT publication
(July 2006) p. 19-21.
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Cooperation between Chongqing and Toulouse

Exchanges between the cities of Toulouse and Chongqing began in the area of culture
in the 1980s, then became more technical as of 2000. In particular, a technical
cooperation agreement was signed in 2003 between the Chongging Institute for
urban transport planning and the Traffic and Transport department of the city of
Toulouse, the urban planning agency and the CETE*” of Southwest France.

Several missions took place in 2003, 2005 and 2008 to analyse the transport plan of
Chongging, based on the evaluation criteria of the CERTU for urban mobility plans.
After this evaluation phase, Chongqing requested expert assistance for the study
of a guided transport system in dedicated lanes (BRT) as well as an assessment
of mobility problems in the hyper-centre of Chongqing. In the framework of a new
protocol signed in September 2008, experts in France and China will participate in
missions in both countries every six months in order to share best practices.

Cooperation between Ho Chi Minh City and Rhéone-Alpes

The Rhone-Alpes Region and the Province of Ho Chi Minh City have been involved in
a programme of decentralised cooperation since 1997, particularly in the areas of
training, health and urban management. In 2005 the project of the PADDI (Centre for
urban development studies) was launched. This centre serves the People’s Committee
of Ho Chi Minh City by providing assistance to the technical departments of the city
for specific projects and by training municipal agents. The PADDI organises training
workshops in various fields of urban management and contributes its expertise for
the implementation of major infrastructure projects. A special Rhéne-Alpes event in
Ho Chi Minh City in March 2007 marked the start of an important cooperation project
in the area of public transport.

By organising workshops on case studies in Vietnam, the PADDI helps its trainees to
build their own methodology for understanding issues and finding solutions. About
ten subjects are covered every year in collaboration with the Vietnamese partners,
bringing together 15 to 20 Vietnamese professionals for workshops with a French
expert and a Vietnamese administrator. Since 2005, 22 workshops have been held
on subjects such as:

= improving the management of bus lines;

= standards and management of underground infrastructures;

== public-private partnerships;

== transforming a land use map into reality.

57. Centre d'Etude Technique de UEquipement (centre for technical infrastructure studies): an
organisation under the authority of the Ministry of Ecology, Energy, Sustainable Development
and the Sea (MEEDDM).
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Though these contributions are minimal from a purely financial perspective, they
often make it possible to obtain more sizeable funding from banks or international
agencies.

Drafting the specifications or the preliminary studies of a project in order to apply
for a loan can prove to be a huge hurdle for local authorities who lack the technical
expertise. Having access to the know-how of another city can help overcome these
problems and improve their ability to take on new projects.

The canton of Geneva working with the city of Quito

Initiated in the framework of the IMPACTS network %, an association of mayors of
large European, North and South American cities, this project provided significant
support for the design of the urban mobility plan of Quito, a city listed by UNESCO
as a World Heritage site for its major historic value.

The cooperation programme consisted in expert missions of technicians from the
canton of Geneva and professors of the Université Polytechnique de Lausanne, and
training in Switzerland for technicians of EMSAT (Empresa municipal de servicios
y transporte). The aim was to evaluate the existing transport system, establish an
observatory on mobility, develop a planning and traffic requlation process, and to
train the technicians of EMSAT.

The key advantage of this cooperation agreement for the city of Quito was to boost
the expertise of the city’s technical departments in their relations with various foreign
consultants. It also helped reorganise the city’s departments, prepare the specifications
of international bids for contracts in areas such as car park management and the
concession for the tramway line, and to obtain loans from international funding
agencies, especially the Inter-American Development Bank.

Decentralised cooperation and
the Agence Francaise de Développement

When AFD (French Development Agency) finances a project, it may add, on top
of the loan, a subsidy to support institutional capacity building. Convinced of
the important contribution of decentralised cooperation, AFD makes every effort
to involve French local authorities in expert missions to assist project owners
receiving AFD funding. *

58. www.impacts.org

59. Fromthebrochure “AFD et la coopérationdécentralisée” (AFD and decentralised cooperation).
http://www.afd.fr/jahia/webdav/site/afd/users/administrateur/public/plaquettes/AFD_
cooperation_decentralisee.pdf
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AFD may play arole downstream in the case of an existing decentralised cooperation
agreement, for example in Hanoi where AFD supported a programme that the
Ile de France Region had been running for several years. A loan of €80 million
was granted in 2007 for the construction of the infrastructure for Hanoi’s first
metro line, with a subsidy of €0.5 million for institutional capacity building.
Ile de France provides assistance to Hanoi for restructuring the bus network
and establishing a transit authority.

Or AFD may play a role upstream to encourage decentralised cooperation for a
project which it is planning to fund. This is the case in Brasilia where AFD will
finance the first light metro line (a loan of €134 million granted in 2009). The
urban community of Montpellier will thus support the Federal District in the
process of integrating the new line in a comprehensive and sustainable policy
for urban transport (a subsidy of €0.35 million for the studies and sharing of
expertise between the two local authorities).

AFD’s policy aims to take into account the specific context of each partner city,
without any pre-conceived technical or institutional ideas, and to encourage
integrated policies for transport.

The Oudin-Santini law extended to urban transport? -|

Since 27 January 2005, this law allows French towns, urban communities and public-
private corporations in charge of drinking water and sanitation, water utilities, etc.
to allocate up to 1% of their budget to decentralised cooperation and international
solidarity actions in the field of water and sanitation. In 2007 the field of energy was
added. €5.2 million were thus mobilised in 2007, plus 1 million for energy projects.
So why not in the field of urban transport?
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Conclusions
Keys to choosing the most appropriate

funding framework

—

mmm——— e——

Six cities were closely reviewed in the context of this study. Each of them has
its own system of funding which is a function of its political and institutional
history, as well as the interaction of the various players. Nonetheless, we can
see that the underlying framework is the same, though the mix differs from
one city to another, with varying levels of funding from three sources: public
funds, contributions from users and contributions from indirect beneficiaries.
In sum, the system functions in a framework which requires more or less pu-
blic resources depending on the contributions of the other sources.

Cities therefore need to understand to what extent the different sources of
funding can contribute. There are those which can be quickly mobilised be-
cause they are governed by regulations alone, and those which require a legal
or political mechanism which may take longer to implement: passing laws,
establishing a public transit authority, ensuring social acceptability, etc.

Finding a balance between the different players depends on the institutional,
cultural and social history of each country and city but the balance is never
stable and may evolve due to changes decided at a different level: for exam-
ple, a government decision to allocate to cities the revenues from parking
fines, or a new law allowing the creation of congestion charging schemes. In
the latter example, not all cities will choose to implement the scheme but it
is still an opportunity for revenues which is now available to them.

The funding framework is not the same for infrastructure investment and ope-
rating budgets, even though the players are the same. The arrangements for
contributions differ. The best model, in which all contributions are allocated to
the urban transport system, can be summarised in the two diagrams below.
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Figure 15 : Who pays what for investments?

funding
agencies

(7]

and value capture

Residents
Businesses

Regional
Local
governments

A PUBLIC AUTHORITIES

on payrol Employers

o

- omm e e e omm omm o

INDIRECT BENEFICIARIES

TRANSPORT
SYSTEM
(transit authority)

e @

Petroleum products tax
Vehicle usage tax

Parking fares j

Collective
transport

Roads

USERS: DIRECT BENEFICIARIES

1. Road users, private cars, trucks and public transport by bus (with certain
exemptions) pay taxes on petroleum products which are allocated to national
or local budgets. All or part of these taxes are allocated to urban transport.

2. The same users may also have to pay for congestion charging, infrastructure
and parking tolls which are allocated to the transit authority.

3. Net revenues of the system are invested in the purchase of equipment.

4. Employers pay a tax on payroll, which is allocated to the transit authority.

5. Taxpayers pay direct and indirect taxes to the national, regional and local bud-
get. The public authorities may borrow money from national and international
institutions.

6. In the framework of PPP, the private partner contributes funds either to the
public authorities (in the case of a public-private company) or to the transit
authority, or to the transport system in general, in the case of a fully delegated
service.

7. Through various modalities, residents and retailers pay a portion of the pro-
perty value gains generated by the construction of a transport infrastructure in
their vicinity.

3. The public authorities, at the State and local levels, contribute to public trans-
port funding from their budget, based on contributions from direct and indirect
beneficiaries, taxpayers and financial backers.
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Figure 16 : Who pays what for operations?
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1. Users of individual means of transport contribute to operations by paying tolls
(congestion charging, parking, infrastructures) if this revenue is allocated to
the transit authority. Users of public transportation contribute by way of transit
ticket purchases.

2. The publics authorities contribute to balancing the operating budget of
transport companies, when in deficit, by way of subsidies.

3. Employers contribute to the purchase of transit tickets by way of direct aid to
their employees.

4. Indirect beneficiaries, companies and retailers pay rent or taxes to the transit
authority for the construction or rental of office or shop space, recreation
centres, etc.

5. Residents near infrastructures pay taxes on property value gains, which may be
allocated to the transport sector

Each city must decide on the mix of funding most appropriate to its specific
context and institutional capacities while seeking to optimise ticket revenues
and reduce costs.
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Cost reductions

—_———

When public funding possibilities are limited, the aim is to at least break even in
terms of operations: direct operating expenses are covered by operating revenues.
Measures to achieve this involve not only system management but must also take
into account all levels and phases of the system:

proper design of the project which integrates all networks of the system with
high-volume corridors and feeder lines;

transport modes adapted to forecasts for demand and future development;
separation of public transport from traffic congestion by means of dedicated
or reserved lanes, as well as right-of-way at traffic lights, etc.;

training drivers to use green driving practices;

modern operating systems: automated payment, integrated ticketing, real-
time information.

Optimised revenues

——

Because ticket sales represent the primary source of revenue, it is important to
make the system as attractive as possible:

by applying variable fares in off-peak hours and days to achieve a better dis-
tribution of occupancy and to attract new users of public transport;

by fighting fare evasion: installation of control lines, awareness campaigns,
etc.;

by attracting new customers and building loyalty: functional and fare integra-
tion for public transport, regulated individual transport to encourage a modal
shift, real-time information for users by means of the latest technologies, etc.

Additional revenues

108

————

Other sources of revenue can contribute significantly to the funding mix and, in
total, allow for investments and help balance the operating budget:

land value capture: €850 million in Copenhagen, €500 million in Brasilia;
congestion charging and parking tolls: €55.2 million in 2007 from tolls on
seven bridges in the San Francisco Bay Area, €154 million in London from
congestion charging in 2006-2007 and €120 million in Singapore in 2003;
rent from retail and office space built alongside stations: 10% of the ope-
rating costs of JR East and soon 40% of the Tokyo-Station-City project in
Japan;

employer aid to employees: approximately €230 per year per passenger for
Vale Transporte in Brazil, half of the monthly pass in France;

advertising revenue in premises, stations and on vehicles.



All potential sources of funding should be explored, without pre-conceived ideas,
for short-, medium- and long-term solutions:
short-term: any solution which depends on regulations or is controlled by the
transit authority: improved traffic plans for public transport, more revenue
from parking, reduction in fare evasion, variable fares, more advertising reve-
nue, etc.;
long-term: any solution which requires fundamental changes and social ac-
ceptance: congestion charging, integrated urban development projects, land
value capture, transport tax based on payroll, etc.

If the system management is delegated to a private operator, a contract must
be established for a coherent duration, specifying the nature and volume
of the delegated service, and clearly stipulating the respective roles of the
transit authority and that of the company, as well as the latter’s commitments
in terms of cost reduction and revenue optimisation. The reliability and long-
term viability of funding for urban transport systems depends greatly on the
quality of the operating contract and the negotiation phase.

If the system management is handled directly by a public corporation, an
internal performance contract should be established in the same spirit as
the private operator contract so that the objectives and responsibilities are
assigned and understood by all.

Organising new sources of funding may require major institutional reforms:
establishing a transit authority;
allocating revenue from certain taxes to urban transport;
legislative or even constitutional changes.

Implementing all the necessary measures can take time because it requires an
in-depth review of the transport system as a whole and the city’s mobility
requirements. Environmental considerations such as the carbon footprint
should also be taken into account. An inter-disciplinary and inter-institutional
approach is called for, requiring a very specific study of the city’s context in
terms of its urban history, existing transport networks and their mode of
management, local institutions and political possibilities. The choices for the
future of a city's public transport system must involve all decision-makers.

These issues are the same in cities all over the world and so we need to seek
opportunities to pool our knowledge by mobilising international research
networks and to share skills and expertise through city-to-city cooperation
agreements. In the end, it is the political leaders who must find the best
mix of funding for their territory so that the choices they make in favour of
sustainable development for the urban transport system and the local area as
a whole may one day become a reality.

Conclusions
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