














PUBLIC TRANSIT EMPLOYEE PROTECTIONS 
PURSUANT TO  

SECTION 13(c) OF THE URBAN MASS TRANSPORTATION ACT OF 1964 
 

Prepared by the Wisconsin Urban and Rural Transit Association Legislative Committee  
 
 

History of Transit System Ownership in Wisconsin 
 
Most public transit systems in Wisconsin and throughout the U.S. were once privately owned 
bus companies.  Beginning in the 1960’s, private bus companies struggled to remain 
profitable.  Some went out of business, while others sought financial assistance from the 
municipalities in which they operated.   
 
Municipal intervention required the creation of organizational structures to facilitate asset 
ownership, employ existing personnel, fulfill labor contract obligations, enable access to 
public funding and protect local taxpayer investment.   
 
In Wisconsin, many financially troubled private bus companies became municipal operations.  
Municipalities took ownership of the assets, transitioned private employees to public 
employment and assumed existing financial obligations, such as employee pensions.  As 
municipal employees, state labor laws governed their employment.   
 
A few municipalities (Milwaukee, Waukesha and Racine) decided to preserve the private bus 
company, but publicly fund the purchase of assets and ongoing operating expenses.  They 
were able to avoid the transition of private employees to public employment and they retained 
existing private pensions.  As private employees, federal labor laws governed their 
employment. 
 

Public Transit Employee Protections - Section 13(c) 
 

The federal transit program was initiated in the 1960’s to help fund the purchase of transit 
capital assets.  The program was expanded later to provide assistance for ongoing transit 
operations.  Federal funding played a critical role as municipalities intervened to own and/or 
operate bus companies.   
 
To become eligible for federal funding, municipalities were required to negotiate employee 
protection agreements with private sector employee unions, pursuant to Section 13(c) of the 
Urban Mass Transportation Act of 1964.  These “13(c) agreements” remain in effect today.  
Municipalities must certify with each grant application that they will comply with the 
requirements of 13(c) including: preserving employee rights and benefits; continuing their 
collective bargaining rights; protecting them against a worsening of their employment 
conditions; assuring jobs for employees of acquired mass transit systems; providing priority of 
reemployment if the employee is laid off or his job is eliminated; and providing paid training.   
 
All transit grants are reviewed for 13(c) compliance by both the U.S. Department of Labor and 
the national or international union representing the employees funded by the grant.  Local 
bargaining units may provide input, but the ultimate decision as to 13(c) compliance occurs at 
the federal level.  If either party deems that transit worker rights have been diminished or their 
position worsened, funding is denied until the issues in question are resolved.  
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Budget Adjustment Bill Impact on Transit Employee Protections - Section 13(c) 
 

The Budget Adjustment Bill substantially diminishes collective bargaining rights and modifies 
conditions of employment for municipal transit workers.  Although the State has the authority 
to implement such changes, municipalities will be forced to violate Section 13(c) 
requirements and they will become ineligible for federal transit funding when existing labor 
agreements expire.  It is important to note that Wisconsin transit systems have not yet 
applied for federal operating assistance grants for 2011.  When the Budget Adjustment Bill 
becomes law, transit systems without existing labor agreements will be denied federal 
funding for this budget year, unless adequate alternative employee protective arrangements 
can quickly be negotiated and approved by both the U.S. Department of Labor and the 
national or international union representing local employees.  Without the award of federal 
funding, remaining state and local funds will be exhausted by mid-year.  As labor agreements 
expire and transit systems become ineligible, the funding distribution methodology 
designated in Section 85.20 of Wisconsin Statutes will ensure that the loss of funding for one 
transit system will be shared equally by all others in that funding tier.  The financial impact 
may dictate higher passenger fares, reduced services or the elimination of public transit 
entirely in communities throughout Wisconsin.   
 

Collective Bargaining and Section 13(c) in Other States 
 

The key to maintaining compliance with the collective bargaining requirements of 13(c) is to 
preserve the employee collective bargaining rights that were in place when 13(c) agreements 
were negotiated.  Some states have never allowed collective bargaining for transit 
employees.  They are in compliance with 13(c) because the status of collective bargaining 
rights has remained unchanged.  The same is true for employers that maintain a non-union 
workforce.  Some states have unilaterally eliminated collective bargaining rights for state 
employees, but the law change did not impact municipal transit employees.  Other states 
have unilaterally eliminated collective bargaining rights for municipal employees, but federally 
funded transit workers were exempted from the impact of the law. 
 

The “Memphis Plan” 
 

The Legislative Fiscal Bureau (LFB) analyzed the impact of the Budget Adjustment Bill and 
noted that privately owned transit systems such as Milwaukee would be unaffected by 
changes to Wisconsin’s collective bargaining laws.  Additionally, the LFB document contains 
a letter from the U.S. Department of Labor that refers to the creation of a “Memphis Plan” as 
a means to avoid losing federal transit funding.   
 
The “Memphis Plan” refers to the consolidation of three unprofitable private bus companies 
some 40 years ago.  After a protracted process, a single transit system emerged that was 
privately operated but publicly funded – much like the Milwaukee County Transit System.  
The unionized workforces in both Memphis and Milwaukee are employed by private 
companies and their employment is governed by federal labor laws.  Milwaukee County 
Transit System employees are unaffected by changes to Wisconsin’s collective bargaining 
laws because they are not public employees.   
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Discussion regarding the creation of a “Memphis Plan” in today’s context is somewhat 
misleading.  The Memphis/Milwaukee situations were public sector interventions that 
preserved 13(c) rights and privileges for private employees by maintaining the status quo.  
Workers continued their employ with the same private firms with the assistance of public 
funding.  Restructuring a publicly owned transit system to create a private model is a very 
different proposition.  It would require the transition of employees from one employer to 
another, from public employment to private employment, while preserving their 13(c) rights 
and privileges.  
 
In order to create a private model, retain collective bargaining rights and maintain eligibility for 
federal funding, a municipality would have to seek the services of a private management firm 
and pay them a fee to operate transit services.  The competitive bid process is estimated to 
require eight to twelve months to complete.  The private firm could hire all new employees, 
but 13(c) agreements entitle displaced workers the payment of displacement allowances as a 
consequence.  Faced with paying wages for displaced employees for up to six years, 
municipalities would likely require the management firm to retain existing employees.  The 
private firm would then negotiate with the local union to transition public employees to private 
employment.  13(c) protections will ensure that existing wages, benefits and working 
conditions for all affected employees are preserved.  Some existing benefits, such as 
pensions, may be difficult to replicate.  Private employees would no longer be eligible to 
participate in the Wisconsin Retirement Fund, and an alternative pension plan with similar 
benefits may not be available.    
 
The creation of a private transit model will not happen quickly.  The procurement process, 
subsequent negotiation with labor unions and possible legal challenges may take several 
years to complete.  In the mean time, transit systems will lose eligibility for federal funding as 
labor agreements expire. 
 
There is little incentive from a cost perspective to seek the creation of a private transit model.  
Wages and benefits for most employees will be unchanged, while the incurrence of new 
contractor management fees and the loss of municipal support services will likely increase 
transit operating expenses.  Additionally, the oversight responsibility required for state and 
federal grantees will remain, while the task may be more difficult to perform.  
 
The creation of a private transit model seems to serve but one purpose – to exempt federally 
funded transit employees from state labor laws and preserve their collective bargaining rights.  
The endeavor will be time consuming, it will require the investment of considerable human 
capital and the result may mean greater cost for transit users and taxpayers.    
 
The same outcome – to exempt federally funded transit employees from state labor laws and 
preserve their collective bargaining rights – could be achieved more simply through legislative 
action.   
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   February 16, 2011 
 
 
 
TO:   Representative Tamara Grigsby 
  Room 307 West, State Capitol 
 
FROM: Al Runde, Fiscal Analyst 
  
SUBJECT: Impact of Local Collective Bargaining Changes under SS SB 11 on Federal Transit 

Aid 
 
  
 As requested, this memorandum provides information on the federal requirements related to 
local collective bargaining agreements between local units of government and transit workers.  The 
memorandum also provides information as to whether the state's federal transit funding could be 
impacted by the proposed changes in local collective bargaining laws included under Special 
Session Senate Bill 11 (SS SB 11).     
 
 Special Session Senate Bill 11 
 
 SS SB 11 would make various changes to municipal employees' collective bargaining rights 
currently provided them under the municipal employee relations act (MERA).  Specifically the bill 
would prohibit municipal employers from collectively bargaining with a general municipal 
employee with respect to any factor or condition of employment except wages.   This would be a 
significant change to the number of factors or conditions of employment on which municipal 
employees are allowed to collectively bargain.  
 
 Existing Transit Funding  
 
 In 2010, transit systems in the state received $60.9 million in federal operating transit aid as 
follows: (a) $21.3 million for Tier A-1 (Milwaukee County); (b) $7.1 million for Tier A-2 
(Madison); (c) $19.1 million for Tier B systems (systems serving populations between 50,000 and 
200,000); and (d) $13.4 million for Tier C systems (systems serving populations less than 50,000).  
 
 In addition, in 2010, the state received specific capital funding of: (a) $5.6 million for new 
and replacement buses; (b) $1.3 million in fixed guideway modernization funding; (c) $1.4 million 
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in transportation planning funds; (d) $2.3 million in federal elderly and disabled aid; and (e) $2.4 
million in federal job access reverse commute program funding. 
  
 US Department of Labor Collective Bargaining Protections for Transit Workers 
 
 The U.S. Department of Labor indicates the following relative to federal labor law and the 
collective bargaining rights of transit workers (see attachment):  
 
 "…federal statute requires that employee protections, commonly referred to as "protective 
arrangements" or "Section 13(c) arrangements" must be certified by the Department of Labor and in 
place, before federal transit funds can be released to a mass transit provider."  
 
 As a general rule, federal labor law (under US Code 49 Section 13(c)) protects transit 
employees who may be affected by federal transit funding. It requires the continuation of collective 
bargaining rights, and protection of transit employees' wages, working conditions, pension benefits, 
seniority, vacation, sick and personal leave, travel passes, and other conditions of employment. It 
also requires paid training or retraining for employees affected by federal assistance.  
 
 Section 13(c) requires the continuation of any collective bargaining rights that were in place 
when the employer started receiving federal funds. However, if transit employees did not have the 
right to bargain collectively at the time their employer began receiving federal funds, section 13(c) 
does not grant that right. Where transit employees do not have the right to bargain collectively, but 
have the right to meet and confer or present grievances under state law or as an ongoing practice, 
section 13(c) mandates that these practices must continue. The section 13(c) arrangement is not a 
collective bargaining agreement and does not create a collective bargaining relationship where one 
does not already exist.  
 
 These protections are typically developed and agreed to by the transit employees' 
representative, union, and the grant applicant. If this agreement meets the requirements of section 
13(c), the Department will certify the protections. The Department only mandates specific 
protections when the parties are unable to agree, or the negotiated provisions do not satisfy the 
requirements of section 13(c). If the transit employees are not represented by a union, the 
Department certifies a standard "non-union" protective arrangement. 
 
 The Department usually certifies subsequent grants to the same transit provider based on 
protective arrangements that are already in place. However, the Department's guidelines allow the 
parties to change the existing protective arrangements if a party submits an objection that "raises 
material issues that may require alternative employee protections," or "concerns changes in legal or 
factual circumstances that may materially affect the rights or interests of employees". If the 
Department finds that an objection is sufficient, it directs the parties to renegotiate the provisions of 
the protective arrangements that are at issue. The Department will certify the newly negotiated 
protective arrangements provided they meet the requirements of section 13(c). If the parties are 
unable to reach agreement, the Department will determine the appropriate arrangements, after all 
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sides have had the opportunity to submit written views and arguments. 
 
 Impact on Federal Funding  
 
 Relative to Section 13(c) would affect only those transit systems that are unionized and 
would involve the collective bargaining rights in place at the time the federal transit aid was first 
received.  Most bus transit systems in the state are staffed by unionized transit workers.  In addition, 
a few of the Tier C shared-ride taxi systems may involve unionized workers.   
  
 According to information from the U.S. Department of Labor, the proposed changes in 
collective bargaining rights included under SS SB 11 could impact the ability of unionized transit 
systems in the state to receive existing federal transit aid, unless actions are taken to protect the 
collective bargaining rights of their employees (see the attached memo from Mr. John Lund). If the 
federal Department of Labor makes the determination that the changes in local transit worker 
collective bargaining rights resulting from the collective bargaining changes under SS SB 11 affect 
the continuation of collective bargaining rights, and protection of transit employees' wages, working 
conditions, pension benefits, seniority, vacation, sick and personal leave, travel passes, and other 
conditions of employment, the Federal Transit Authority could not provide federal transit funding 
under these provisions.   
 
 Currently, Milwaukee County contracts with a private, nonstock corporation known as 
Milwaukee County Transport Service, Inc. (MCTS) to provide transit services in Milwaukee 
County.  MCTS is the transit system that is eventually provided federal transit aid and is 
responsible for obtaining the required certification from the U.S. Department of Labor regarding the 
13(c) requirements. According to MCTS, its transit workers are employed directly by MCTS and 
those workers bargain collectively with the MCTS management and not Milwaukee County.  
Therefore, the proposed chances to the current law collective bargaining rights under MERA likely 
do not apply to MCTS transit workers, or any other state transit system under a similar ownership 
arrangement and federal transit funding to such systems would not likely be affected.    
 
 In addition, many shared-ride taxis systems, which also receive federal transit operating 
assistance, are privately owned and operated.  In 2010, these systems served 40 nonurbanzied areas 
in state with populations of 50,000 or less.  These systems generally contract with the local 
municipalities for the provision of transit service.  As a result, such systems would also not likely 
be affected by the proposed changes to municipal employee collective bargaining rights included in 
SS SB 11.   
 
 As indicated earlier, the state received $73.9 million federal transit funding in 2010.   
Approximately $22.5 million of this funding was for the Milwaukee urbanized area.  Other non-
specific funds may also go to Milwaukee urbanized area.  In addition, in 2010, shared-ride tax 
systems received $4.8 million in federal transit aid. Therefore, $27.3 million in the state's federal 
transit aid would not likely be affected by the changes in SS SB 11.  However, the remaining $46.6 
million to Tier A-1, Tier B, and Tier C bus systems could potentially be withheld from state transit 
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systems under the federal 13(c) provisions as a result of the changes to municipal collective 
bargaining under SS SB 11, unless further actions are taken.  
 
 The state and those transit systems that receive federal transit aid directly have yet to apply 
for their federal fiscal year 2011 federal transit funding. The state applies for aid for those 
nonurbanized systems serving areas of 50,000 in population or less.  All other systems apply 
directly to FTA for their annual federal funding.  At the time of the application for federal funding, 
each applicant has to certify that the 13(c) collective bargaining provisions have been met. FTA 
than provides the certifications to the U.S. Department of Labor for their review and for public 
comment.    
 
 I hope this information is helpful.  Please contact me if you have any further questions.  
 
 
 
 
 
 
 
 
AR/le 
Attachments 
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ATTACHMENT 1 
 
 

49 U.S.C. 5333(b) (also known as Section 13(c) of the Federal Transit Act) 

 (1) As a condition of financial assistance under sections 5307-5312, 5316, 5318, 
5323(a)(1), 5323(b), 5323(d), 5328, 5337, and 5338(b) of this title, the interests of employees 
affected by the assistance shall be protected under arrangements the Secretary of Labor concludes 
are fair and equitable. The agreement granting the assistance under sections 5307-5312, 5316, 
5318, 5323(a)(1), 5323(b), 5323(d), 5328, 5337, and 5338(b) shall specify the arrangements. 

 (2) Arrangements under this subsection shall include provisions that may be necessary 
for-- 

 the preservation of rights, privileges, and benefits (including continuation of pension rights 
and benefits) under existing collective bargaining agreements or otherwise;  

 the continuation of collective bargaining rights;  

 the protection of individual employees against a worsening of their positions related to 
employment;  

 assurances of employment to employees of acquired public transportation systems;  

 assurances of priority of reemployment of employees whose employment is ended or who 
are laid off; and  

 paid training or retraining programs.  

 (3) Arrangements under this subsection shall provide benefits at least equal to benefits 
established under section 11326 of this title. 

 (4) Fair and equitable arrangements to protect the interests of employees utilized by the 
Secretary of Labor for assistance to purchase like-kind equipment or facilities, and grant 
amendments which do not materially revise or amend existing assistance agreements, shall be 
certified without referral. 

 (5) When the Secretary is called upon to issue fair and equitable determinations involving 
assurances of employment when one private transit bus service contractor replaces another 
through competitive bidding, such decisions shall be based on the principles set forth in the 
Department of Labor's decision of September 21, 1994, as clarified by the supplemental ruling of 
November 7, 1994 with respect to grant NV-90-X021. This paragraph shall not serve as a basis 
for objections under section 215.3(d) of title 29, Code of Federal Regulations. 
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ATTACHMENT 2 

 



Transit Keeps Wisconsin Working
Wisconsin is open for business. 
And Wisconsin businesses count on public transit to deliver workers right to the front 
door. Nearly 50% of Wisconsin transit riders rely on the bus to get to jobs or job 
training. That adds up to millions of trips every year. Employers expect transit to be 
there to help them attract and retain the best workers.

Additionally, tens of thousands of students utilize high school and university bus pass 
programs all over the state in places like Oshkosh, La Crosse and Eau Claire, making 
public transit a critical component in the development of a highly-educated future 
workforce.

“Public transportation is ‘table stakes’. Businesses simply 
expect that it will be there in communities where they are 
considering locating.”
Tim Sheehy, 
President of the Greater Milwaukee Area Chamber of Commerce

Transit boosts economic growth. 
When money is invested in public transit, that investment is used to provide a 
product that enables spending in retail, healthcare, education and recreation. A study 
commissioned by the Wisconsin DOT shows that, on average, every $1 invested in 
public transit provides a $3.61 economic return to the state. When Wisconsin invests 
in public transit, the whole state wins.

Transit is a lifeline.
Wisconsin’s network of buses and sharedride taxis enables thousands of citizens with 
no other means of transportation - seniors, the disabled and those with limited 
incomes - to live better lives. Trips to work, school, medical care and social activities 
are all made possible by transit.

Keep transit moving the right direction!
Public transit spending accounts for less than 5% of Wisconsin’s transportation 
budget, but that small investment does so much for the citizens of Wisconsin and 
the economy. Several issues are key at the State level:

• Transit is a critical component of Wisconsin’s transportation infrastructure and it is 
essential that its funding remain a priority in the next biennial budget as well as 
remain in the segregated Transportation Fund. 

• Enact legislation allowing the creation of local or regional funding alternatives for transit.   

• Maintain previously authorized RTAs.  

• Continue to find ways to coordinate and adequately fund public transit and human 
service transportation.

“Having an e�ective mass transit system is important to the 
overall quality of life as well as the economic strength of our 
community.” 
Paul Renard, Senior VP, M&I

www.wisconsintransit.org



In 77 communities, from Kenosha to 
Superior and everywhere in between, 
citizens depend on transit. It benefits 
everyone in the community, not just 
those who ride it millions of times 
each year. It might be a family 
member, friend or maybe the clerk in 
the grocery store, but chances are some-
one who depends on public transit had an 
impact on your life today.

Gary Goyke

Legislative Liaison, Wisconsin Urban 
and Rural Transit Association

608-237-8121

gary.goyke@gmail.com

Anita Gulotta-Connelly

Chair, Wisconsin Urban and Rural 
Transit Association

President and Managing Director
Milwaukee County Transit System

414-937-3205
aconnelly@mcts.org 

Transit is part of the fabric of Wisconsin communities.

“Without transit we can’t get the people to our campus to do what 
this community needs. And that is educating more young people to 
become, really tomorrow’s leaders.” 
Tom Luljak, Vice Chancellor, UWM

“At Godfrey and Kahn almost 12% of our employees count on the 
bus to get them to work every day.” 
Rick Bliss, Managing Partner, Godfrey & Kahn

“Bus, volunteer driver, specialized medical vehicle and shared ride 
taxi systems work together to provide safe, reliable rides to services 
that help steadfastly independent older folks in rural Wisconsin 
maintain their quality of life while remaining in their own homes.”
Judy Lindholm, Director, Iowa County Aging and Disability Resource Center

“In order for our cities, regions and State to grow, we must invest in 
public transportation and the connections that are needed to allow 
for job growth and connectivity.”
Susan Schmitz, President, Downtown Madison, Inc.

For More Information, Contact:

www.wisconsintransit.org



2010 Wisconsin Public Transit Systems

Legend
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Stevens Point Transit
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Maritime Metro Transit
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West Bend SRT

La Crosse Area Transit

Portage SRT

Wisconsin Rapids SRT

Sun Prairie SRT

Berlin SRT
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Hartford SRT

Whitewater SRT

Rhinelander SRT

Rice Lake City Cab

Ripon SRT

Beaver Dam SRT

Waupaca SRT

Baraboo SRT
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Reedsburg SRT

River Falls SRT

Merrill-Go-Round Transit

Prairie du Chien SRT
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Fort Atkinson SRT

Platteville SRT

Clintonville SRT

Waupun SRT

Medford SRT

Viroqua Area SRT

New Richmond SRT

Neillsville SRT

Black River Falls SRT

Prairie du Sac SRT

Green Bay
Transit

Chippewa Falls SRT
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Port Washington SRT

Sauk City SRT

RUSK COUNTY TRANSIT

Wisconsin Department of Transportation
Bureau of Transit, Local Roads, Railroads & Harbors
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