1000

Eﬁﬁl a0 _

WASHINGTON STATE

TRANSIT CAPITAL NEEDS ASSESSMENT
EXECUTIVE SUMMARY

JUNE 2019



ACKNOWLEDGMENTS

The Staff Workgroup played an essential role in the completion of this document, providing guidance
throughout the life of the project and reviewing documents and deliverables. Recognizing the importance

of this group, the project leadership team spent a considerable amount of time and effort working with the
Staff Workgroup. The Staff Workgroup was comprised of JTC staff, WSDOT, WSTA, State Legislative staff, and
representatives from multiple transit agencies experienced in transit maintenance, operations, finance, and
management.

For details about the information in this report, please contact:

Paul Neal, paul.neal@leg.wa.gov

Prepared by:

N

NELSON ECONorthwest

NYGAARD EcoNoMCs - FAINANCE - PLANNING




INTRODUCTION

Transit agencies in Washington range from large urban systems like King County Metro and Spokane Transit Authority This assessment followed the language
to small urban systems like Link Transit and rural systems like TranGO in Okanogan County. These agencies provide of the proviso established In the 2018
_ y _ _ o y _ _ g v. _ g p Supplemental Transportation Budget
different levels of transit service and require different levels of capital funding to meet ongoing needs. that called for the following items to be
. . . . . ) included or analyzed:
The State of Washington Joint Transportation Committee (JTC) hired a team, led by Nelson\Nygaard Consulting _
Associates, to conduct a statewide assessment of transit capital needs for 31 public transportation agencies in the b AR IEEiiien) O CREl agineys

. ) . . . . . . . vehicle fleet.
State of Washington, excluding Sound Transit. This study seeks to identify trends in capital needs so that capital

funding may become more predictive, rather than reactive, at the state and local level. - (01 IMVENESTY ©F SEEl EEEmEY e

facilities, including the state

This Executive Summary document discusses the key findings and highlights of this transit capital needs assessment. of repair.

Hyperlinks present throughout this document link to specific sections of the full report containing additional details, . The replacement and

methodology, and in depth analysis. expansion needs of each
agency’s vehicle fleet, as well

Data, analysis, and findings were developed through a series of study tasks: as the associated costs, over

the next 10 years.

Inventory of transit agency fleet and facilities using existing documents and data. . The replacement and
expansion needs for each
agency’s facilities including,
but not limited to, such
facilities as park and

rides, transit centers, and
maintenance buildings.

Assessment of replacement and expansion needs over the next 10 years.

. The source of funding, if
Identification and analysis of potential revenue sources to meet capital needs. ke, [Plnine] 1o eover ine
cost of the bus and facilities
replacement and expansion
needs including, but not
limited to, local revenue, state
(ase studies of six agencies that represent a variety of broader agency characteristics within the grants, and federal grants.

state. . The amount of service that
could be provided with the
local funds currently required
For more information on this topic, click here. for Zach agency’s total capital
needs.

WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT EXECUTIVE SUMMARY | 3




WASHINGTON'’S TRANSIT NETWORK

L~

Washington’s communities range from major cities to small towns. Transit agencies serving

these different communities provide a variety of services to meet the specific needs of their WSDOT CﬂtEﬂOﬂZES age”aes
service areas. WSDOT classifies the different sized agencies as follows. hased 0” thei’ genera[size
« Small Urban - Transit agencies serving populations of more than 50,000 but fewer andserwce (ha’aCte”Stlcs ’n
than 200,000. Often serving small cities and broader urbanized areas.
* Rural - Transit agencies serving populations of fewer than 50,000. Typically outside ”’ba” Sma” Urba” andRu’aI

e Urban - Transit agencies serving populations of more than 200,000. Often serving a
central city and a loosely-settled urban fringe.

of a designated urbanized area.

This study modifies WSDOT’s methodology by placing King County Metro (KCM) into a . CIaSSlf’catlonS
separate category. Including KCM with the other urban systems can skew the data as KCM’s 1
finances and asset inventories are larger than the remainder of the Urban systems’ combined.

Public transportation services in the state also include tribal transit, Amtrak passenger rail,
WSDOT bus and ferry service, non-profit providers, and Sound Transit. These services play an
important role in Washington’s transportation network but were specifically excluded from this
study by the budget proviso approved by the state legislature.

For more information on this topic, click here.

-,
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IMPORTANT DEFINITIONS
) Useful Life Benchmark (ULB):

“Useful life” generally defines the age and

level of usage at which a vehicle is expected

to be replaced. Although the Federal Transit
Administration (FTA) sets minimum guidelines,
transit agencies can establish an agency-
specific ULB for both rolling stock and facilities.
This ULB may exceed the FTA standard because
of factors unique to an agency’s operating
environment or service characteristics.

Percent Remaining Useful Life:

This measure is used to better understand
vehicle condition and predict impending
capital needs. Brand new vehicles have 100%
of their useful life remaining; as the vehicle
ages, this percentage decreases over time
until the vehicle reaches its ULB. A range of
approximately 45-55% remaining useful life is
an industry-standard asset management goal
used by large transportation organizations.

State of Good Repair (SGR):

Transit agencies in Washington report the
condition of their major facilitiesonal1to 5
scale, with T meaning poor and 5 meaning
excellent. Anything rated above 2 is considered
to be in a SGR.

ULB is generaly set when a vehicle or facility
reaches a point where the costs to maintain the
asset in a SGR exceeds the cost of replacing it.
Because maintenance costs are incremental,
agencies often choose to retain an asset
beyond its ULB, paying this incremental cost
instead of the full cost of replacement. This
reflects the balancing act between operating
costs required to maintain SGR and capital
costs required to replace an asset.

WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

FLEET VEHICLE TYPES

HEAVY-
DUTY

Heavy-duty vehicles include 30, 35,

and 40-foot buses, as well as larger
articulated, intercity, trolley, double
decker, and dual propulsion buses.
Heavy-duty vehicles are commonly diesel
powered, hybrid electric, fully battery
electric, or electric trolley buses. The
Minimum ULB for FTA Grants is 12 years
or 500,000 miles.

MEDIUM-
DUTY

Medium-duty vehicles often appear
similar to light-duty vehicles, but are
generally over 30 feet in length and
typically have a greater weight carrying
capacity, while light-duty vehicles are
under 30 feet. Medium-duty vehicles are
relatively uncommon in Washington. The
Minimum ULB for FTA Grants is 7 years
or 200,000 miles.

LIGHT-
DUTY

Light-duty vehicles consist of buses and
cutaways under 30 feet in length. They
are used primarily for demand response
service, such as those found in many rural
areas and used for ADA complementary
paratransit service. Some smaller systems
also use light-duty vehicles in regular
fixed-route and deviated fixed-route
service. The Minimum ULB for FTA Grants
is 5 years or 150,000 miles.

VANPOOL

Vanpools are the most common transit
vehicle found in Washington. Vanpool
vehicles in the state come in three
distinct sizes: 8-passenger, 12-passenger,
and 15-passenger vans. Vanpools are
frequently used to connect to park-and-
ride lots or major employment centers
from areas with little access to frequent,
fixed-route transit. The Minimum ULB for
FTA Grants is 4 years or 100,000 miles.

For more information on this topic, click here.
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FACILITY TYPES

MOAB FACILITY

MOAB Facilities include Maintenance, Operations, and Administration Buildings, including bus
storage, fuel and wash islands, warehousing and storage, and multifunctional buildings. These
facilities present a key constraint for agencies with expansion or electrification plans. MOAB
facilities can be combined into one multi-purpose facility or multiple, standalone facilities.

PARK- AND-RIDE

Park-and-ride lots are commmon facilities provided by all agency types. Park-and-ride lots allow
passengers to park their vehicle in a surface lot or garage and access the transit system. This
facility is common in lower density locations of an agency’s service area. Park-and-ride lots
may or may not provide passenger amenities like shelters and public restrooms.

TRANSIT CENTER

Transit centers are generally focal points of an agency’s service, where multiple routes
converge and provide transfer opportunities for passengers. Transit centers may or may not
also include park-and-ride lots and additional passenger amenities.

PASSENGER FACILITY

Passenger facilities include boarding platforms and stations, pedestrian access facilities,
passenger amenities, and intermodal terminals. Bus stops and shelters are generally
considered Passenger Facilities, but due to the large number and relatively low value of these
assets, they are often not reported as line items in an agency’s Transit Asset Inventory.

INFRASTRUCTURE

Infrastructure includes power distribution substations, tunnels, bridges, elevated right-of-
way, and track systems. Infrastructure facilities are more common among larger, urban transit
systems and are generally more expensive facilities.

OTHER

Other facilities generally include employee-specific facilities, including operator restrooms and
employee parking garages.

For more information on this topic, click here.
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THE STATE’S ROLE IN PUBLIC TRANSPORTATION

WSDOT’s Washington State Public Transportation Plan explains why public transit is a
necessary component of Washington’s transportation system. The plan articulates Washington’s The dema”d fo’ access to

interest and responsibility to invest in the success of public transit as part of Washington’s

broader legislatively-defined transportation system policy goals. In the plan, WSDOT identifies jObS S[hOOIS SerVi(eS and
four key challenges for public transit: 2 2 2

* “The demand for access to jobs, schools, services, and community is growing, but C0mmunity iS ngWillg, bllt
public t_rans!?ortation providers’ ability to meet this demand has never been more . . .
constrained public transportation providers’
meve | v - ability to meet this demand is

e “Traditional methods for funding transportation are increasingly unsustainable

* “Emerging technologies and business models are redefining how people Severely constrained_

communicate, work, and conduct trade”

e “Congestion is hurting our economy and quality of life, and we must find ways to
move more people with even greater efficiency”

(Washington State Public Transportation Plan, 2016, pp. 14)

POPULATION, EMPLOYMENT, AND TRANSIT RIDERSHIP
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For more information on this topic, click here. Source: WSDOT. 2016 Washington State Public Transportation Plan. pp. 42-43.
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THE BENEFITS OF TRANSIT ROAD CAPACITY BY MODE

MOVING CARS

Public transit balances capacity and equity in our state’s transportation system. Transit vehicles
reduce congestion by using less road space to move more people. Trips made on transit
produce less air, water, and noise pollution, as well as fewer greenhouse gas emissions, at a
lower user cost than automobiles. Public transit provides a low-cost transportation option to
people who cannot afford or use auto-based mobility, improving social equity and workforce
availability.

WHO USES TRANSIT? 28.4 People

PER BLOCK
Transit use varies in different communities. In highly-urbanized areas, concentrations of
residents and jobs, along with existing congestion issues, can make transit more cost and time MOVING TRANSIT
effective than automobile use. In suburban and rural areas where transit is not time-competitive

with driving, concentrations of people with disabilities, older residents, and people without

access to vehicles typically contribute to transit ridership.

ANNUAL PERSONAL COST COMPARISON BY MODE

In suburban and rural areas, 0000 225 PEOPLE
$10,000 - ?
transit service is often a lifeline
for people with disabilities, older
$6,000 -

residents, and people without

Dollars per Year

$4,000 -

access to vehicles. B
aow | g $1500

$800
$308 - -
so | Mm— 1,000 PEOPLE
Transportation Mode PER BLOCK
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RIDERSHIP AND SERVICE
Agencies included in this study provided over 193 million trips and over 9.5 million hours of I” 20’7’ tra”SIt agenaesprowded

service in 2017, with a total statewide operating cost of $1.4 billion.

Agencies could provide 11% more service statewide if they could reallocate existing local funds appI'OXimater26 rides for eve"y

dedicated to capital needs. This equates to 14.6 million additional riders, 37 high-frequency

weekday bus routes, and more service than any single agency in the state provides (with the g
exception of King County Metro). person In the State

REVENUE HOUR COMPARISON

Agencies could provide nearly 15

million more passenger trips if
they could reallocate existing local

ADDITIONAL REVENUE
] REVENUE HOUR ] 9100 HOURS

OOOOOOOOOO

delcdecece

providing service

2 ADDITIONAL WEEKDAY
RIDES BUS ROUTE

AVATATATAY (J
VAVAVAVAVA

BASED ON 2017 STATEWIDE TRIPS OPERATING EVERY 10 MINUTES FROM
PER REVENUE HOUR 7:00 A.M. TO 7:00 P.M. FOR ONE YEAR

For more information on this topic, click here.
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MANAGEMENT IN THE FACE OF ADVERSITY
Washington’s transit agencies have been able to continue operations, despite volatile and g
unpredictable funding. During the Great Recession, transit agencies scaled back capital There a’e ”ea”y 95000 Vehltles
expenditures and extended the life of assets to maintain service levels. This trade-off preserved rars "

as much transit service in communities as feasible, while maintaining most capital assets in a a”d300 fa[llltles Statewnle_ 0”
SGR. Today, only 4% of Washington State transit vehicles and 9% of facilities are not in a SGR.

Maintaining fleets and facilities to this level, despite reduced capital spending, is laudable and HHH

represents good stewardship of limited resources. However, preserving service by postponing avefaye, faalltles fo’ ead’

capital expenditures left Washington agencies with an aged transit fleet, facilities in need of s . "
modernization, and a raft of delayed expansions needed to meet the demands of growing agen[y daSSIfl(atlon arein SGR_
population and employment.

STATEWIDE FLEET INVENTORY BY TYPE STATEWIDE FLEET INVENTORY BY TYPE FACILITY STATE OF GOOD REPAIR
Percent of fleet and number of vehicles
M Heavy-Duty M Light-Duty M Medium-Duty M Vanpool ;
5,000
Heavy-Duty v
4,000 % (21713) c‘n:
g =
g 3,000 Va(r)]po0| _Dgc
g 000 48% (4,210) S g8l g
3y . N =] — 2 1
= Light-Duty s EMEEE
e (-] I
1000 l 19% (1737) S EHAEE
o =T — i
- = EH E

Rural  Small Uban  King n
Urban County Medium-Duty

Metro 1% (55)
Public transportation revenues declined during the Great Recession. Nearly all of Washington’s transit
system depends heavily on local option sales taxes for revenue, meaning they were particularly vulnerable
to the post-2008 decline in consumer and commercial spending; as overall statewide sales tax receipts fell,

Facility Type

/) didehIic tra”Sit reventues. For more information on this topic, click here.
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AGING FLEET AND REPLACEMENT BACKLOG Deferred capital investments
e ettt f70m the Great Recession have
developed a backlog.

° ’ produced a backlog of 2,090

For more information on this topic, click here. VehiCIeS a’rrently heyond thElf
ULB ($503 million to replace)

VEHICLES BEYOND USEFUL LIFE BENCHMARK (ULB)

AGENCY CLASSIFICATION HEAVY-DUTY MEDIUM-DUTY LIGHT-DUTY VANPOOL TOTAL
KING COUNTY METRO 333 0 87 351 1
URBAN 148 5 81 A 661
SMALL URBAN 60 9 143 273 485
RURAL 4] 4 33 89 173
STATEWIDE 588 18 350 1134 2,090

Note: Rural service contracted to non-profit providers may have aging fleets not represented in the data

REPLACEMENT VALUE FOR VEHICLES CURRENTLY BEYOND ULB
45%

$58 million

40%
5%
30% $25 million
25% $122 million
20% $297 million
15%
10%

5%

0%

Rural SmallUrhan Urban King County Metro
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FLEET AND FACILITIES REPLACEMENT NEEDS Although Washington’s transit

Operating transit service requires capital investments, including new vehicles, vehicle »
agencies weathered troubled

maintenance and storage facilities, and passenger facilities, such as stations, bus shelters, and

park-and-ride lots. Estimated fleet and facilities replacements scheduled over the next 10 years

are projected to cost $2.1 billion between 2019 and 2028, or an average annual cost of about » »

$210 million, according to ULB replacement years and replacement values reported in Transit tlmes] they a’e fac’”ga ”ee‘l to
Asset Management Plans. Existing funding sources appear to meet the estimated status quo

replacement costs, but Status Quo means no service growth, either to restore service cut during [at[h up a”dgrow to Support

the Great Recession or to meet growth that has occurred over the last 10 years. It also assumes T lamA
no economic downturn and stable Federal Funding. y =
FLEET AND FACILITY REPLACEMENT COSTS - STATUS QUO the state’s ”‘.’.C-‘!ff.’."!’-f’ -— yaw 4
mmRural = Small Uban mmmUrban  mmmKing County Metro —— Average v _economy. _,;’g!’!flca!’_{ "”fu”qed .
$600,000,000 | capltal needsl are g_@@{lbiogk to‘ -
$500,000,000 that growth
€ $400,000000 B
£ $300,000,000 .
= $200,000,000 —
= $100,000,000 I l I I I I
. .
2009 2020 2021 2022 2025 2024 2025 2026 2027 2028
mmm Rural  mm Small Urban = Urban  mmmKing County Metro Average
£ $40,000,000
2 §30,000,000 I I I
S $20,000,000 ]

$10,000,000 I I I

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

For more information on this topic, click here.
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STATE FUNDING FOR TRANSIT

State funding for capital needs has been relatively consistent and low, between 4% and 7% STATE FUNDING FOR TRANSIT PER CAPITA
of the total annual capital funding between 2014 and 2017. In terms of total transit funding

(including operations), Washington State funding currently accounts for 3%. Massachusetts SN N S I N

New York  —————————— —
Looking across the U.S., Washington ranks 17th in state transit funding per capita. Washington Maﬁ\llaasrﬁ?i _—_—_—__.-
provides $14.07 in transit funding per capita; the national average is $42.11 per capita. |II\|{nois e ———
Connecticut  —
Delawa;e [ |
WASHINGTON TOTAL TRANSIT FUNDING BY SOURCE Pennsylvania  EE——
Minnesota N
(alifornia  —
Virginia -1
0 0
Federal 8% Local Taxes and Fares 89% Rhode sbnd

New Jersey NN

State 3% $]53 million $159 billion v\;’:;fyr?sg —
Florida
$54 million

Vermont

|
Fares 13% Indiana m
AT North Garolina W
$230 million Georgia
Oregon W
Tennessee 11
North Dakota I
lowa 1
Wyoming 1
(olorado 1
Kansas 1
Nebraska 1
New Mexico 1
Arizona |1
Oklahoma 1
New Hampshire |
|

I

I

I

I

I

I

I

I

I

I

I

I

P South Carolina
Local Option Taxes 76% West Viginia
$1.36 billion Arkansas
South Dakota

Louisiana
Texas

Maine
Montana
Misouri

Ohio

While there are states that provide no state-level funding to transit, W

Washington lags among states where transit plays an important ”““?éu‘at‘g”é

Nevada

role in the overall transportation system. i

For more information on this topic, click here.
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LOCAL TAXING AUTHORITY

Transit capital funding in Washington comes primarily from local and federal sources. Current
legislation only allows one type of local taxing authority to be used at any given time. Since

most agencies levy local sales taxes, they are not currently able to use other local taxing
options, such as a household excise tax or employer excise tax. Limited capacity remains for
currently-authorized local sales taxes; approximately half of the state’s untapped capacity is in
Urban agency jurisdictions ($137 million annually).

For more information on this topic, click here.

The volatility of sales tax revenue reduces agencies’ ability to plan for

long-term capital costs and service expansion.

LOCAL TRANSIT REVENUE AND REMAINING AUTHORIZED CAPACITY (IN MILLIONS OF DOLLARS)
REMAINING ANNUAL  PERCENT OF CAPACITY

AGENCY CLASSIFICATION 2017 REVENUES  CAPACITY USED
KING COUNTY METRO 579 50 100%
URBAN 377 §137 30%
SMALL URBAN $141 $102 59%
RURAL 45 39 53%
STATEWIDE 142 $278 80%
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FUNDING CHALLENGES Sustainable, reliable funding is
Transit’s two primary sources of funding, local and federal, are unpredictable. I{ey for Iong'term inveStmentS;

Local sales taxes are volatile and transit’s increased reliance on them causes significant ebbs and

flows in capital funding availability. There is significant competition for sales tax revenue for other agen('ies adCross the state are
ty-pe_s of activities and spending. Additionally, changes in fgderal discretionary programs and

elimination of earmarks have created challenges for agencies in recent years. wa’y OfEXpandllly Serv’ce
without reliable funding.

The total projected statewide capital costs between 2019 and 2028, including both replacement
and potential expansion, range between approximately $4 billion and $6 billion. The 10-year
funding gap for replacement and expansion ranges between $1.05 billion and $3.06 billion.

The distribution of funding is not uniform. Systems with smaller tax bases, like Small Urban and
Rural systems, will continue to wrestle with inadequate capital funding to continue to replace
only the existing fleet and facilities. This uneven distribution has resulted in funding gaps of $13
million for Small Urban and $5 million for Rural transit agencies.

The largest agencies in the state are facing significant capacity

constraints in their existing facilities and fleet. After delaying service

expansion, agencies are only now catching up to pre-recession levels.

STATEWIDE SALES TAX REVENUE

XY 15%
S $10 Percent Change 0% _
S $8 59 ;%’
£ § % 2
s ¥ N 5% £
é 0 Sales and Use Tax Revenue (billions) 0%
£ %0 15%
3 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 201/

~

Expansion costs are discussed in greater detail In Policy Considerations 2 and 3 as part of Ten-Year ) ] ) ) )
Capital Funding Needs. For more information on this topic, click here.
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STATUS QUO FUNDING

The calculation for projected “Status Quo” funding includes all available revenues,
including some not available for maintenance:

¢ Voter-approved expansion: Funding initiatives specifically approved by
voters for capital expansion, service expansion, or specific projects must be
used for that purpose. Some examples include recent voter-approved sales
tax revenue increases for King County Metro, Community Transit, Spokane
Transit Authority, Intercity Transit, and Kitsap Transit.

¢ State Regional Mobility Grants: These grants are to fund new or expanded
capital facilities and/or operations. Grant monies are not available to fund
on-going replacement needs.

This study does not segregate out funding dedicated to capital expansion and/or
service expansion. While possible, that work is outside the scope of the legislative
budget proviso and the scope of work and budget as defined for this study. Because
all revenue is counted, “Status Quo” capital funding overestimates available revenues
for capital replacement purposes. There are sufficient resources to fund the estimated
current status quo, but there are no “extra” dollars.

Additionally, funding is not distributed evenly across the state. While the Status Quo
funding appears to meet the Estimated Replacement Needs of Urban agencies and
King County Metro, there are funding gaps for the estimated replacement costs of
Small Urban and Rural agencies.

For more information on this topic, click here.

“Status Quo™ funding is a
calculation of anticipated local,
state, and federal revenues over
the next 10 years. This
calculation assumes stable
federal funding, no economic
downturn, and no service
improvements to meet
additional growth that has
occurred over the last 10 years.
Status Quo funding is anticipated
to be over $3 billion through
2028.

EXECUTIVE SUMMARY | 20



TEN-YEAR CAPITAL FUNDING NEEDS

Operating transit service requires capital investments, including new vehicles, vehicle
maintenance and storage facilities, and passenger facilities, such as stations, bus shelters,
and park-and-ride lots. One purpose of this transit capital needs analysis is to estimate
capital needs and associated financial implications with a goal of identifying strategies to
help meet this need.

The Status Quo Funding appears
to meet the Estimated
Replacement Needs of Urban
agencies and King County Metro.
There are funding gaps for the
estimated replacement costs of
Small Urban and Rural agencies of
$13 million and $5 million,
respectively.

Identified capital investment needs within the state were evaluated at three different
levels, or scenarios, for this study:

1. Estimated Replacement Needs - Vehicles and facilities required to maintain
the existing transit network

2. Service Restoration Needs - Vehicles and facilities necessary to expand transit
service to pre-recession levels based on current combined population and
employment

3. Planned Expansion Needs - Vehicles and facilities necessary to grow the
transit network in line with identified service needs and expansion plans

These three scenarios are described in more detail later in this section.

For more information on this topic, click here.
PLANNED CAPITAL COSTS, ESTIMATED REVENUE, AND PROJECTED FUNDING GAPS, 2019-2028

Projected Status Quo Capital Funding 53379 hillion Panned Expansion FuningGap $2.591 illion

$$$$$$$$$$$$$$$$$$$$$$$ :—I Service estoraton Funding Gap $593 million |

Scenario 1
Estmated Replacement
and Preservation Costs

$2.104 hillion

Scenario 3
Planned Expansion and
Replacement Costs

$5.970 billion
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SCENARIO 1: REPLACEMENT NEEDS

The Replacement Needs scenario estimates capital costs to replace transit vehicles and
facilities based on each agency’s stated ULBs and replacement values. That estimated cost is
approximately $2.1 billion over the next 10 years. This figure is calculated based on the identified
ULB, replacement year, and replacement value for each agency’s fleet and facilities recorded in
their Transit Asset Inventory and may not be reflected in agencies’ capital plans.

Total projected Status Quo Funding appears to meet the statewide transit capital needs for
Replacement. Systems with smaller tax bases, particularly Rural and Small Urban systems, will
continue to wrestle with inadequate capital funding to maintain and replace their existing fleet
and facilities.

Over the 10-year period, the difference between Status Quo Funding and Estimated

Replacement Needs, the funding gap, for Small Urban and Rural agencies to meet their Ata StateWide Ievel, Status auo
funding sources appear

estimated Replacement needs is equal to approximately $13 million and $5 million, respectively.

For more information on this topic, click here. Sufficie”t to meet Replaceme”t
REPLACEMENT CAPITAL FUNDING REQUIRED (2019-2028) Needs. H owellg_r,ﬂqdmg Isho t
ESTIMATED distributed evenly het WEG{I_ =
AGENCY STATUS QUO FUNDING REPLACEMENT (OSTS FUNDING GAP age”cy CIaSSifiCatiOHS. Rural
King County Metro | $2,011 million $1,250 million - and Small Urban agenaes are
Urban $1,011 million $480 million -- faclng flﬂ%ﬁﬁfoﬁ!’ﬂ
10-year Replacement Capital
Small Urban $259 million $272 million $13 million . NGE(IS - e

F'ﬁ L L
Rural $97 million $102 million $5 million - {'“‘n g ¥

Statewide $3,379 million $2.104 million
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SCENARIO 2: SERVICE RESTORATION NEEDS

The Service Restoration Needs scenario assesses the capital funding required to restore transit
service to pre-recession levels using actual population and employment growth as the basis,
as well as the capital costs required to increase transit service through 2028 to meet projected
growth. The funding gap—Service Restoration Needs minus anticipated Status Quo revenues—
to meet actual and projected population/employment growth is about $593 billion over the
10-year time period. Total costs in this scenario are nearly $4 billion. Note that operating costs
associated with expanded service are not included in this calculation.

For more information on this topic, click here.

SERVICE RESTORATION AND REPLACEMENT CAPITAL FUNDING REQUIRED (2019-2028)

SERVICE RESTORATION

AGENCY STATUS QUO FUNDING  AND REPLACEMENT COSTS FUNDING GAP

King County Metro | $2,011 million $2.431 million $420 million Bemee” 2008 and2017 actual
trans:t re venue hours in

Urban $1.011 million $1.092 million $81 million Washmgton mcreased by 6 /o,

SmallUrban | $259 millon 325 millon 64 millon while statewide population and
employment increased by 10%.

Rural $97 million $126 million $29 million

Statewide $3,379 million $3,972 million $593 million
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SCENARIO 3: PLANNED EXPANSION NEEDS

Planned Expansion Needs are those identified through Transit Development Plans and
information collected during site visits and agency interviews that update the agencies’ Transit
Development Plans. The criteria assessed in determining expansion needs include existing
capacity constraints, Maintenance, Operations, and Administrative Buildings (MOAB) expansion
plans, fleet expansion plans, and average annual planned capital expenditures. The funding
gap—Planned Expansion Needs minus anticipated Status Quo revenues—is about $259 million
per year, or $2.59 billion in additional costs over the 2019-2028 time period. Capital costs in this
scenario are nearly $6 billion, including costs associated with Replacement. Note that operating
costs associated with expanded service are not included in this calculation.

For more information on this topic, click here.

| facilities to support the service
PLANNED EXPANSION CAPITAL FUNDING REQUIRED (2019-2028) i

PLANNED EXPANSION expansior, or bo't_h. oy
AGENCY STATUS QUO FUNDING AND REPLACEMENT COSTS FUNDING GAP
King County Metro | $2,011 million $3,700 million $1.689 million
Urban $1.011 million $1.750 million $739 million
Small Urban $259 million $378 million $119 million
Rural $97 million $151 million $54 million
Statewide $3,379 million $5,979 million $2.591 million
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ECONOMIC DISTRESS

Most of Washington’s transit agencies delayed capital expenditures during the Great Recession

in order to maintain as much transit service as possible. This created a strain on agencies’ =
budgets from which many are still trying to recover. On average, agencies spent 34% less on

capital from 2010-2014 than in the years preceding and following (2004-2009 and 2015-2017).

In an economic distress scenario, it is assumed that agencies would similarly prioritize keeping
service on the street while delaying capital expenditures. While agencies have been able to
extend the service life of transit vehicles, in particular, this has come at the cost of increased
maintenance costs to maintain vehicles in a SGR.

Generally, ULB is set based on when a vehicle reaches a point in its life where the accumulated
cost to repair and maintain the vehicle in safe and reliable operating condition exceeds the cost
of replacing the vehicle. This becomes a balancing act between maintenance and repair costs,
an operating cost, and replacement costs, a capital cost.

Because the maintenance and repair costs are incremental, agencies will often choose to retain
a bus even though it has reached its ULB. In any given year, the incremental cost to do so will
not equal the full replacement cost. Agencies who choose this pathway do so knowing that they
must maintain the bus in a SGR to assure safe and reliable service. They also know it costs more
to operate the bus. This reflects the constant balancing act between maintaining operations
and funding a capital program.

For more information on this topic, click here. bﬁ ]
In economic distress, there is a

high likelihood that the
replacement deficit will deepen
and service will fall further behind
the state’s population and
employment growth.

Customer Service Office
Is Open For Business

&
DU COMMUNITY, OUN FRONILE -

\ J-.:-_-"
W o |
o WASHINGTON'STATE TRANSIT CAPITAL Nim.
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FUNDING OPPORTUNITIES

A basic assumption is that the state will want to maximize the amount of funding it can obtain
from federal sources to reduce the burden on state and local funding for transit capital.

A carbon fee, a payroll tax, or a transportation package approach have the highest feasibility
to raise significant levels of revenue for transit in the state. All three approaches tap large
tax bases, employ low tax rates, and are relatively feasible in terms of financial capacity,
administrative ease, and geographic equity.

ASSESSMENT OF POTENTIAL FUNDING APPROACHES

FAIRNESS

VERTICAL
AND
HORIZONTAL
EQuITY

EQUITY

GEOGRAPHIC

ECONOMIC
(OMP.

CAPACITY EFFICIENCY
REPLACE
VEHICLES SERVICE PLANNED

REVENUE TOOL LEGISLATIVE CONTEXT STATUSQUO  BEYONDULB  RESTORATION EXPANSION | TIMING ADMIN. EASE ~ STABILITY

Salesand Use Tax | No Action Needed
EXPAND LOCAL . . .
SOURCES THROUGH :Iousehold Excise hegl(sjla:ve Action
FUNDINGTOOLS | "X eede

Employee Excise | Legislative Action

Tax Needed

Carbon Fee or Tax Legislative Action

Needed
INCREASE STATE - -
SOURCES THROUGH | For-Hire Trans. Tax heg'z'a;"’e Acton
DEDICATED TAXES eede
Legislative Action

Payroll Tax Needed
INCREASE STATE Fund Transit in Legislative Action
SOURCES THROUGH | Transportation Needed
ALLOCATED package
FUNDING

For more information on this topic, click here. L ol
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COMMON TRENDS

Regardless of agency size, there are unmet capital needs

Agencies across the state are

The largest and smallest agencies all have vehicles beyond their ULB and wary of ,elyi”g too heavily Oh
additional upcoming needs S A — e —
volatile fundmg mechanisms.
Capacity constraints in facilities are key factors limiting expansion Impacts of the Great Recession
and deferred capltal
CASE STUDY AGENCY SUMMARIES
WSDOT  FLEET  NUMBEROFFACILTIESAND  LoCALSALES | MLLLGRIEISE/CRALING S
AGENCY CLASSIFICATION SIZE  ESTIMATED REPLACEMENT VALUE TAXRATE -~ - . i.(j| 1
King County Metro Urban 427 | 84 facilities - $2.25 billion 0.9% — 'L.-.-,
(Seattle) fﬁ
Spokane Transit Urban 384 | 15facilities - $93 million 0.8% - — :
Authority (Spokane) 9w AL JE&
Whatcom Transportation | Small Urban | 133 | 5 facilities - $34 million 0.6%
Authority (Bellingham) Ty (11 T >
i"-"-'!l'!:t:_u.iéi_r. ﬁ
Link Transit (Wenatchee) | SmallUrban | 5/ 8 facilities - $27 million 0.4% |l -
il
Clallam Transit (Port Rural 86 5 facilities - $12 million 0.6% \
Angeles) " =
TranG0 (Okanogan) Rural 17 No facilities 0.4% -

For more information on this topic, click here.
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1 Introduction

In response to the 2018 Supplemental Transportation Budget, the State of Washington Joint
Transportation Committee (JTC) hired a team of consultants, led by Nelson\Nygaard Consulting
Associates and ECONorthwest, to conduct a statewide assessment of transit capital needs for the
31 public transportation agencies within the State of Washington. The budget proviso specifically
excludes Sound Transit, tribal transportation providers, and all non-rubber-wheeled public
transit systems from the scope of the study. The study includes developing an inventory of fleet,
facilities, and capital assets for each agency in the state, conducting site visits and interviews with
each agency to verify data and provide additional local context, determining existing and future
capital needs for agencies, and identifying potential alternative sources of funding for unmet
capital needs.

Transit agencies in Washington range from large urban systems like King County Metro and
Spokane Transit Authority to small urban systems like Link Transit and rural systems like
TranGO in Okanogan County. These agencies provide different levels of transit service in their
respective service areas and, as such, require different levels of capital funding to meet their
ongoing needs. This study seeks to identify trends in capital needs so that capital funding may
become more predictive, rather than reactive, at the state and local level.

STUDY APPROACH

The Washington State Transit Capital Needs Assessment reflects a large effort with extensive
involvement provided by the JTC and the project Workgroup comprised of JTC staff; transit
agency leadership, finance, and maintenance staff; and the Washington State Transit Association
(WSTA).

The project involved significant data collection and analysis using a combination of qualitative
input collected through interviews, meetings, and site visits, and quantitative analysis to
understand and evaluate existing conditions, historical financial characteristics, fleet and facilities
state of good repair, and population and demographic characteristics. The data, analysis, and
findings were collected through a series of study tasks:

= Inventory of Transit Agency Fleets and Facilities — The Fleet and Facilities
Inventory focuses on gathering and analyzing existing documents and data available
through the Washington State Department of Transportation (WSDOT) State Summary
of Public Transportation Reports, the National Transit Database (NTD), and individual
agency’s Transit Asset Management Plans (TAM), Transit Asset Inventories (TAl), and
Transit Development Plans (TDP).

= Assess Replacement and Expansion Needs by Agency — After establishing the
existing conditions for each agency’s fleet and facilities, this task assesses the
documentation pertaining to agencies’ planned expansion and replacement needs over
the next 10 years. This task was supplemented with site visits and agency interviews to
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confirm existing conditions, assist in development of replacement and expansion needs,
discuss development of agency-specific Useful Life Benchmarks (ULB), and assessment of
the overall State of Good Repair (SGR). The fleet and facility expansion plans are also tied
to four distinct funding scenarios: Status Quo, Moderate Expansion, Planned Expansion,
and Economic Distress. This approach provides a series of reasonable alternatives for
capital needs and available funding sources in an uncertain economic future.

= Case Studies — Six agencies were chosen to represent several groups and characteristics
of agencies within the state as case studies. These case study agencies include:
— King County Metro — Large Urban System
— Spokane Transit Authority — Midsize Urban System
—  Whatcom Transit Authority — Small Urban System
— Link Transit — Small Urban System
— TranGO — Rural System
— Clallam Transit System — Rural System

Case studies include a brief agency profile, a description of the theme being illustrated by
the case study, a description of the agency’s most pressing issue or challenge related to
funding capital assets, and summary statistics to provide additional insight into the
agency.

= ldentify and Analyze Potential Revenue Sources to Meet Capital Needs — This
task compiles the existing and potential local, state, and federal revenue sources that
public transportation agencies could currently access or implement to meet their capital
needs. Additionally, this task examines potential funding options used by other states and
countries to portray a robust inventory of possible funding tools. These funding options
were subjected to a funding adequacy and resiliency assessment to determine how well
each option may be expected to perform in terms of revenue adequacy and how stable or
volatile each funding option is during economic fluctuations.

Project Proviso

In addition to the above study tasks, the statewide transit capital needs assessment followed the
language of the project proviso established in the 2018 Supplemental Transportation Budget. The
proviso calls for seven specific items to be included or analyzed in the assessment:
An inventory of each agency’s vehicle fleet.
2. Aninventory of each agency’s facilities, including the state of repair.

The replacement and expansion needs of each agency’s vehicle fleet, as well as the
associated costs, over the next 10 years.

4. The replacement and expansion needs for each agency’s facilities including, but not
limited to, such facilities as park and rides, transit centers, and maintenance buildings.

5. The source of funding, if known, planned to cover the cost of the bus and facilities
replacement and expansion needs including, but not limited to, local revenue, state
grants, and federal grants.

6. The amount of service that could be provided with the local funds currently required for
each agency’s total capital needs.

Nelson\Nygaard Consulting Associates, Inc. | 1-2
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A list of potential state, federal, or local revenue sources that public transportation
agencies could access or implement to meet agencies’ capital needs. These revenue
sources may be either currently available sources or sources that would need legislative
authorization.

REPORT ORGANIZATION

This report summarized the research, analysis, findings, and recommendations generated as part
of the Washington State Transit Capital Needs Assessment. The report is organized into five
chapters in addition to this introductory chapter, as well as three appendices:

Chapter 2: Existing Conditions — Summarizes background information collected and
analyzed as part of this study, including an overview of the existing transit fleet and
facilities inventory, input collected from agency interviews and site visits, and trends
affecting transit capital funding.

Chapter 3: Replacement and Expansion Needs — Defines the potential definitions
of transit capital needs for the state, including a peer review of transit capital funding
levels and mechanisms in other states and multiple methods for measuring service
provision at a statewide level. Identifies replacement and preservation costs for each
agency classification and projects the planned expansion costs to determine the potential
statewide financial needs for transit agencies under multiple scenarios.

Chapter 4: Case Studies — Summarizes key transit service, financial, and capital needs
information for six specific case study agencies: King County Metro, Spokane Transit
Authority, Clallam Transit System, Link Transit, Whatcom Transit Authority, and
TranGO.

Chapter 5: Potential Revenue Sources — Identifies and discusses existing funding
mechanisms and potential alternative sources of revenue, which could be utilized to meet
the transit capital needs of agencies in the state. Evaluates the feasibility of potential
revenue mechanisms based on legislative context, capacity, efficiency, timing,
administrative ease, stability/predictability, flexibility, equity, and economic
competitiveness.

Chapter 6: Electric Vehicle Funding — Identifying the capital costs associated with
vehicle electrification is not specifically called out in the project proviso. However, during
site visits and agency interviews, electrification emerged as an important upcoming
capital need for many agencies in the state. This chapter summarizes the current state of
vehicle electrification in Washington, including examples and experiences from
individual agencies. Identifies lifecycle cost implications, existing funding mechanisms,
and potential funding mechanisms focused on improving transit fleet vehicle
electrification.

Appendix A: Interview Guide

Appendix B: Asset Inventories

Appendix C: Transit Funding Assessment
Appendix D: Transit Agency Funding Summary
Appendix E: Agency Profiles

Nelson\Nygaard Consulting Associates, Inc. | 1-3



WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

LIST OF TERMS AND ABBREVIATIONS

= AASHTO — American Association of State and Highway Transportation Officials
= BUILD — Better Utilizing Investments to Leverage Development
= CMAQ — Congestion Mitigation and Air Quality

= CTS—Clallam Transit System

=  CWA — Connecting Washington Act

= DERA — Diesel Emission Reduction Act

= FHWA — Federal Highway Administration

= FTA —Federal Transit Administration

= ICE — Internal Combustion Engine

= JTC — Joint Transportation Committee

= KCM — King County Metro

= MOAB Facilities — Maintenance, Operations, and Administration Building Facilities
=  MPO — Metropolitan Planning Organization

= NAAQS — National Ambient Air Quality Standard

= NTD — National Transit Database

=  OCNT — Okanogan County Nutrition and Transportation

= PAYS—Pay as You Save

= PTBA — Public Transportation Benefit Area

= RGGI — Regional Greenhouse Gas Initiative

= SGR - State of Good Repair

= STA —Spokane Transit Authority

= TAIl — Transit Asset Inventory

= TAM — Transit Asset Management Plan

= TDP — Transit Development Plan

= TNC — Transportation Network Company

= TranGO — Okanogan County Transit Authority

= ULB — Useful Life Benchmark

=  WTA —Whatcom Transit Authority

=  WSDOT — Washington State Department of Transportation

= WSTA — Washington State Transit Association

Nelson\Nygaard Consulting Associates, Inc. | 1-4
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Useful Life Benchmark

Transit agencies typically conduct vehicle replacement planning on the basis of a vehicle’s useful
life. “Useful life” is a term that generally defines the age and level of usage! at which a vehicle is
expected to be replaced. Although the Federal Transit Administration (FTA) sets minimum
guidelines and required standards for vehicles purchased with federal assistance, transit agencies
in Washington State can establish an agency-specific ULB for both rolling stock and facilities.
This ULB is rarely below the FTA standard (and cannot be for vehicles purchased with federal
assistance), but may exceed the FTA standard because of factors unique to an agency’s operating
environment or service characteristics.

Percent Remaining Useful Life

To better understand vehicle condition and predict impending capital needs, the percent of
remaining useful life (measured in years) for the state’s transit vehicles is used as a measure in
this report. Although each agency establishes their own ULBs, calculating the average percent of
useful life remaining provides a metric for identifying the relative age of a fleet for all agencies
within a classification. Brand new vehicles have 100% of their useful life remaining; as the vehicle
ages, this percentage decreases over time until the vehicle reaches its ULB.

State of Good Repair

Transit agencies in Washington report the condition of their major facilities on a 1 to 5 scale, with
1 meaning poor and 5 meaning excellent. Anything rated above 2 is considered to be in a SGR.

There is little official reporting of the SGR for transit vehicles in Washington, other than agencies
annual self-reported yes/no response to whether a given vehicle is in a SGR. This binary yes/no
assessment, although helpful, does not assess how much longer the vehicle is expected to remain
in a SGR. Statewide, 96% of vehicles were reported as being in a SGR in 2018.

T For revenue vehicles, this is typically measured in miles. For some non-revenue equipment, this is measured in hours.
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FLEET, FACILITIES, AND STATE OF GOOD REPAIR EXAMPLES

Description and Examples of Fleet Vehicle Types

Vehicle Type

Heavy-Duty

Description

Heavy-duty vehicles include 30, 35, and 40-foot buses, as
well as larger articulated, intercity, trolley, double decker,
and dual propulsion buses. Heavy-duty vehicles are
commonly diesel powered, hybrid electric, fully battery
electric, or electric trolley buses.

e o)

Example

Medium-Duty

Medium-duty vehicles often appear similar to light-duty
vehicles, but are generally over 30 feet in length and
typically have a greater weight carrying capacity, while
light-duty vehicles are under 30 feet. Medium-duty
vehicles are relatively uncommon in Washington.

Light-Duty

Light-duty vehicles consist of buses and cutaways under
30 feet in length. They are used primarily for demand
response service, such as those found in many rural areas
and used for ADA complementary paratransit service.
Some smaller systems also use light-duty vehicles in
regular fixed-route and deviated fixed-route service.

Vanpool

Vanpools are the most common transit vehicle found in
Washington. Vanpool vehicles in the state come in three
distinct sizes: 8-passenger, 12-passenger, and 15-
passenger vans. Vanpools are frequently used to connect
to park-and-ride lots or major employment centers from
areas with little access to frequent, fixed-route transit.

Valley Transit
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Description and Examples of Facility Types

Facility

MOAB Facility

Description

MOAB Facilities include Maintenance, Operations,
and Administration Buildings, including bus storage,
fuel and wash islands, warehousing and storage, and
multifunctional buildings. These facilities present a
key constraint for agencies with expansion or
electrification plans. MOAB facilities can be combined
into one multi-purpose facility or multiple, standalone
facilities.

Example

Park-and-Ride
Lot

Park-and-ride lots are common facilities provided by
all agency types. Park-and-ride lots allow passengers
to park their vehicle in a surface lot or garage and
access the transit system. This facility is common in
lower density locations of an agency’s service area.
Park-and-ride lots may or may not provide passenger
amenities like shelters and public restrooms.

]
/

1
Chuckanut Park-and-Ride, Skagit Transit

Transit Center

Transit centers are generally focal points of an
agency's service, where multiple routes converge and
provide transfer opportunities for passengers. Transit
centers may or may not also include park-and-ride
lots and additional passenger amenities.

Intermodal Transit Center, Grant Transit
Authority

Passenger facilities include boarding platforms and

Pas_s_e nger stations, pedestrian access facilities, passenger
Facility " . _

amenities, and intermodal terminals.

Infrastructure includes power distribution substations,

tunnels, bridges, elevated right-of-way, and track
Infrastructure systems. Infrastructure facilities are more common

among larger, urban transit systems and are
generally more expensive facilities.

Downtown Seattle Transit Tunnel, King County
Metro
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Facility Description Example

o e

Other facilities generally include employee-specific
Other facilities, including operator restrooms and employee
parking garages.

Operator Restroom, Pullman Transit
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Description and Examples of State of Good Repair Ratings

Rating ‘ Description Example

Asset is new or like new, meets or
exceeds performance and reliability

5.0 - Excellent needs.

20% of facilities statewide

Bremerton Transportation Center, Kitsap
Transit

Asset shows minimal signs of wear,
generally meets performance and
4.0 - Good reliability needs.

GATEWAY LRARSIT CnTRR

37% of facilities statewide

Gateway Transit Center, Clallam Transit
System

Asset shows moderate signs of
deterioration, performance and
reliability may decrease and
3.0 - Adequate potential impact operations.

34% of facilities statewide
Hoquiam Station, Grays Harbor
Transportation Authority

Major components needs to be
replaced or rebuilt, performance and
reliability issues are becoming

2.0 - Marginal significant but does not pose a
safety risk.

9% of facilities statewide Knight Street Transit Center, Ben Franklin
Transit

Asset is no longer serviceable, does
not meet performance and reliability
1.0 - Poor needs and may pose a safety risk.

1% of facilities statewide

Radich Building, Mason Transit
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2 Existing Conditions

INTRODUCTION

The 31 Washington transit agencies studied in this report provide a range of public transportation
services, including fixed-route local bus, commuter bus, deviated fixed-route bus, and demand
response services, including Americans with Disabilities Act (ADA) paratransit. The markets in
which these services operate vary across the state and have changed significantly in the past
decade.

Transit service is shaped by the demographics, land use patterns, and funding environment of the
community in which it is provided. The federal, state, and local funding environments in
Washington have been in flux over the past 20 years, in part due to elimination of Motor Vehicle
Excise Tax (MVET) funding for transit, the Great Recession, elimination of federal earmarks, and
changes to federal Bus and Bus Facilities grants. Transit agencies have responded to the funding
challenges of this changing environment in various ways. Some agencies have reduced service
frequency, cut low-ridership routes, and/or eliminated weekend service, while other agencies
delayed capital expenditures to maintain existing service to the extent possible. Other agencies
combined these measures in response to reduced funding availability.

In addition to weathering the Great Recession and reductions in state contributions to public
transit, Washington’s transit agencies also remain largely dependent on sales tax revenue, which
is highly volatile. Combined, these challenges leave many agencies hesitant to expand service
because they fear the reduction in revenue that could occur during the next recession. A
recession-induced drop in sales tax revenues would likely again put agencies in the difficult
position of having to cut service in their community.

This section of the Washington Statewide Transit Capital Needs Assessment inventories the
existing fleet and facilities for the 31 studied transit agencies (as of the end of 2018), assesses SGR
for these capital assets, and identifies trends in existing funding mechanisms used by transit
agencies.!

Transit Agency Site Visits

In addition to reviewing data sources, in-person interviews and site visits were conducted at each
transit agency to verify data, discuss updates to fleet and facilities, identify planned expenditures
or service changes, and understand each agency’s local context. These site visits were conducted
within a roughly two-month time period in early 2019 and generally consisted of an interview

! To understand Washington’s existing transit fleet, facilities, and financing mechanisms, this analysis focused on
gathering and analyzing existing documents and data available through the Washington State Department of
Transportation (WSDOT) State Summary of Public Transportation Reports, the National Transit Database (NTD), and
individual agency’s Transit Asset Management (TAM), Transit Asset Inventory (TAl), and Transit Development Plans (TDP).
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with key maintenance, operations, and planning staff, as well as tours of maintenance, operations,
administration, and key passenger facilities. The interview guide is in Appendix A.

KEY FINDINGS

= Replacing vehicles is a critical short-term problem. Nearly all vehicle types in
every agency classification have less than 50% of their useful life remaining, on average.

= The replacement cost for vehicles currently beyond their useful life is $503
million statewide.

= Small Urban systems have the smallest percentage of remaining useful life
for their vehicles. These systems receive a relatively small amount of state and federal
funding, suggesting additional capital is required to maintain SGR.

= Transit capital funding comes primarily from local and federal sources.
Local sales tax revenues are highly volatile. State funding for capital needs has
been relatively consistent and low, between 4% and 7% of the total annual capital funding
between 2014 and 2017. Sales tax revenues are the backbone of local transit funding but
are highly volatile and can shrink rapidly in a recession.

= Statewide, facilities are generally in a state of good repair. However, King
County Metro and other Urban agencies have significant upcoming needs for
maintenance, operations, and administration facilities.

= Transit ridership is stable at the state level. However, ridership has been
increasing for King County Metro and decreasing slightly for all other agency
classifications.

= Setting useful life benchmarks at the local level provides agencies with
flexibility. This allows agencies to plan within their unique operating context and
financial capacity, and to operate more efficiently.

= Asignificant part of the state’s transit fleet is beyond it useful life, yet only a
very small portion of the fleet is not in a SGR. Generally, ULB is set based on when
a vehicle reaches a point in its life where the accumulated cost to repair and maintain the
vehicle in safe and reliable operating condition exceeds the cost of replacing the vehicle.
This becomes a balancing act between maintenance and repair costs (an operating cost)
and replacement costs (a capital cost).

= Washington’s transit agencies managed the Great Recession by generally
reducing spending in favor of sustaining service for their communities.
Although most agencies reduced capital expenditures and maintained as much service as
feasible, many developed a capital asset replacement and acquisition backlog that is now
hindering needed service expansions.

= Agencies are just now catching up to service levels provided before the Great
Recession, not accounting for changes and growth in population and employment that
have occurred since then.
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WASHINGTON'’S TRANSIT NETWORK

Washington’s communities range from major cities to small towns. As a result of this diversity,
the state’s network of transit systems provide a wide variety of services that are designed to meet
the specific needs of their service areas. These services range from high-frequency transit such as
Community Transit’s Swift bus and Whatcom Transportation Authority’s GO Lines, to rural
transportation, such as that provided by Mason Transit and TranGO, which provides lifeline
service to some of the state’s neediest residents (Figure 2-1).

Figure 2-1 Variety in Washington State Transit Services

Left: Community Transit Swift buses; Right: A TranGo cutaway bus

Although every transit agency is unique, WSDOT categorizes agencies based on their general size
and service characteristics in Urban, Small Urban, and Rural classifications (Figure 2-2 and
Figure 2-3). For the purposes of this study, King County Metro (KCM) is separated out of the
Urban classification and into its own category. This keeps KCM from obscuring data in the Urban
category, as KCM'’s finances and asset inventories are larger than the remainder of the Urban
systems’ combined. WSDOT’s classifications are defined as:

= Urban — Transit agencies serving populations of more than 200,000. Often serving a
central city and a loosely-settled urban fringe.

= Small Urban — Transit agencies serving populations of more than 50,000 but fewer
than 200,000. Often serving small cities and broader urbanized areas.

= Rural — Transit agencies serving populations of fewer than 50,000. Typically outside of
a designated urbanized area.

Public transportation services in the state also include tribal transit, Amtrak passenger rail,
WSDOT bus and ferry service, and Sound Transit. These services play an important role in
Washington’s transportation network but were excluded from this study by the budget proviso
approved by the state legislature.
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Figure 2-2

Small Urban

Washington State Transit Agencies by WSDOT Classification
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C-Tran (Clark County) Valley Transit (Walla Walla County) Pacific Transit System

Spokane Transit Authority
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Grays Harbor Transportation Authority

Link Transit (Chelan and Douglas
Counties)

Clallam Transit System
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Selah Transit

Jefferson Transit Authority

Union Gap Transit
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Figure 2-3 Map of Washington State Transit Agencies by WSDOT Classification
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The State’s Role in Public Transportation

WSDOT's Washington State Public Transportation Plan2 establishes the state’s role in public
transportation as having three primary goals:

= Facilitate the creation of a more complete transportation system that delivers the
performance communities need

= Invest strategically to integrate transportation modes and enhance transportation system
performance

= Monitor system performance to inform decision-making and investment

These goals, which build off Washington’s broader and legislatively-defined transportation
system policy goals3, articulate Washington’s interest and responsibility to invest financially in
the success of public transit. The State Public Transportation Plan also outlines reasons why
public transit is a necessary component of Washington'’s transportation system.

With these goals in mind, WSDOT identified four key challenges for public transit:

= The demand for access to jobs, schools, services, and community is growing, but public
transportation providers’ ability to meet this demand has never been more constrained

= Congestion is hurting our economy and quality of life, and we must find ways to move
more people with even greater efficiency

= Traditional methods for funding transportation are increasingly unsustainable

= Emerging technologies and business models are redefining how people communicate,
work, and conduct trade

This capital needs study includes findings that identify similar challenges to public transit.
Problems related to the volatility of transit funding and growing demand for transit service are
recurring themes in this report and clarify the need for action at a statewide level.

The Benefits of Transit

Public transit balances capacity and equity in our state’s transportation system. Transit vehicles
reduce congestion by using less road space to move more people. Trips made on transit produce
less air, water, and noise pollution, as well as fewer greenhouse gas emissions, at a lower user cost
than automobiles. Public transit provides a low-cost transportation option to people who cannot
afford or use auto-based mobility, improving social equity and workforce availability. Figure 2-5
and Figure 2-5 highlight some of these benefits.

2 WSDOT. 2016. 2016 Washington State Public Transportation Plan. pp. 42-43.
<https://www.wsdot.wa.gov /sites/default /files/2015/09 /30 /PT-Report-W ashingtonStatePublicTransportationPlan-
2016.pdf>

3 2015. Washington State Legislature. Section 47.04.280.
<https:/ /app.leg.wa.gov/RCW /default.aspx2cite=47.04.280>
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Figure 2-5 Annual Personal Cost Comparison by Mode Figure 2-4 Road Capacity by Mode
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CURRENT TRENDS IN WASHINGTON TRANSIT
Ridership

Transit ridership in Washington, along with population and employment, has been generally
increasing since the early 1990s (Figure 2-6). Statewide transit ridership reached a peak in 2008,
at more than 204 million trips statewide.

At the onset of the Great Recession, ridership declined through 2010 before stabilizing in 2011.
During this period, combined population and employment also declined slightly before
rebounding and continuing to grow at pre-recession rates. Since 2011, transit agencies in
Washington have consistently provided more than 190 million annual trips.

Nationally, transit ridership is generally decreasing, and most agencies in Washington are
following this trend. While transit ridership statewide has remained consistent, ridership on
Urban systems (excluding KCM) has declined, accounting for six million fewer trips in 2017 than
in 2011. Ridership on Small Urban and Rural systems also decreased over the same period.
Ridership appears stable on a statewide level due primarily to growing ridership on KCM, which
compensates for ridership declines among other agencies.

In 2017—the most recent year for which ridership data are available—KCM provided 66% of all
transit trips statewide. The remaining Urban agencies provided 22%, Small Urban agencies 9%,
and Rural agencies 3% of passenger trips in the state. Ridership data for Rural agencies were not
reported to NTD prior to 2007.

Figure 2-6 Transit Ridership by Agency Classification and Statewide Population and Employment, 1991-
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Public transportation revenues suffered during the Great Recession. Nearly all Washington’s
transit systems depend heavily on local option sales taxes for revenue, meaning they were
particularly vulnerable to the post-2008 decline in consumer and commercial spending; as
overall statewide sales tax receipts fell, so did public transit revenues.

Figure 2-7 shows total transit revenue between 1991 and 2017 for all agency classifications in 2017
dollars. With the exception of KCM, where revenues recovered from the recession faster than the
rest of the state4, there was a notable decline in transit revenues from 2008 until 2011,
particularly for Urban agencies. Revenue and service data for Rural agencies were not reported to
NTD prior to 2007.
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$1,600,000,000
$1,400,000,000

Figure 2-7 Total Transit Revenue by Agency Classification in 2017 Dollars, 1991-2017
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4 Sales tax receipts in King County grew 61% from 2009 to 2017, while growth in Washington State was only 54%.
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In many cases, the loss of sales tax revenue during the Great Recession forced agencies to reduce
service and delay capital expenditures, leading to ridership decreases and a capital needs backlog.
On the whole, Washington’s transit agencies were able to maintain relatively consistent levels of
service (total revenue hours dropped only 4% from 2008 to 2013, as shown in Figure 2-8), but at
significant cost to capital asset replacement and planned service expansions.

Stunted service expansion plans are especially clear in Figure 2-6; prior to 2008, revenue hours
had been steadily increasing with population and employment growth—since the recession,
transit service provided has not kept pace with statewide growth. Figure 2-8 shows that total
transit ridership declined and has remained stagnant as revenue hours were cut post-Great
Recession. Even following recent increases in KCM revenue hours, statewide ridership has yet to
exceed pre-recession levels.

Figure 2-8 Transit Revenue Hours by Agency Classification, 1991-2017
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Capital Expenditures

In response to the falling revenues described in the previous section, some agencies responded by
delaying capital expenditures, which allowed them to minimize service reductions. With the
exception of several large KCM capital outlays in 2011 and 2012, statewide transit capital
expenditures declined precipitously from 2009 until 2012 and did not recover to pre-recession
levels until 2016. Historic capital expenditures by agency classification, in 2017 dollars, are shown
in Figure 2-9 through Figure 2-11.5 This decline in capital spending is most apparent in Figure
2-12, which shows non-KCM capital expenditures during the Great Recession.

Figure 2-9 Capital Expenditures by Small Urban Agencies in 2017 Dollars, 1991-2017
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5 Rural agencies did not report capital expenditures to NTD until 2015 and so are not included in charts in this section.
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Figure 2-10  Capital Expenditures by Urban Agencies in 2017 Dollars, 1991-2017
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Figure 2-11  Capital Expenditures by King County Metro in 2017 Dollars, 1991-2017
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Figure 2-12  Capital Expenditures by Agencies Excluding KCM in 2017 Dollars, 1991-2017
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Operating Funding

Because so much of Washington’s transit funding comes from volatile sales tax revenue, agencies
also faced reduced operating funding during the Great Recession. After years of steady annual
increases in operating funding, the Great Recession stagnated this revenue source (Figure 2-13),
with significant post-2008 increases not seen until 2016.

Figure 2-13  Operating Funding for All Agencies in 2017 Dollars, 1991-2017
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Since the early 2000s, transit agencies in Washington have become steadily more reliant on local
funding sources, shown in Figure 2-14 as fares, local funding (primarily sales tax revenue), and
‘other’ funding, which encompasses advertising, concession, and other revenues. This change has
been especially pronounced since 2001, when the passage of 1-695 cause a loss of MVET revenue
(agencies were likely reporting MVET revenue as a ‘local’ source to NTD).

Figure 2-14  Local Sources as a Percent of Total Operating Funds, 1991-2017
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Access to Transit

The total number or proportion of people in a community with easy access to transit is a
commonly-used measure of transit service provision. In most contexts, “easy access” is
considered ¥4-mile walking distance to a transit stop. This measure is conservative in that many
people will walk more than ¥4-mile to access transit and many others will drive to a park-and-
ride, bicycle, or find other means of accessing transit further than %4-mile away.

When this method of measuring transit access is applied to the agencies included in this report,
approximately 40% of all Washington State residents live within ¥2-mile walking distance of a
fixed-route transit stop, as shown in Figure 2-15.6 As mentioned previously, the number of
residents who might consider themselves having access is likely higher, as many people will travel
further than ¥2-mile to access transit, and some of the analyzed agencies offer “flag stop” or
demand-response services that allow riders to be picked up outside of designated fixed stops.
Other agencies offer services from park-and-ride lots which provide access for people not within
walking distance.

Across Washington, places with greater densities of jobs and residents typically also have higher
levels and geographic distributions of transit service (Figure 2-15 and Figure 2-16).

6 Population source is 2010 U.S. Census. Road network for walkshed calculation is from U.S. Census Bureau’s TIGER /Line
database. Fixed-route stops are from agency GTFS feeds and/or route maps.
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Figure 2-15  Washington State Places within 1/4-Mile Walking Distance of Fixed-Route Transit Stop
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Figure 2-16 ~ Map of Washington State Transit Agencies by Population and Employment Density
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EXISTING FLEET AND FACILITIES

This section of the report reviews the current capital assets of the 31 transit agencies assessed in
this report. For the purposes of this study, fleet (also called rolling stock) is defined as all revenue
vehicles used in providing public transportation, including those used in fare-free service.
Vehicles include small and large buses, vans, and automobiles and were sourced from each
agency’s TAI and verified during on-site interviews.

Similarly, facilities are defined as all buildings or structures used in the provision of public
transportation. Facilities with a replacement value of $25,000 or more are required to be
reported in the TAI, while those with a lesser value are reported optionally. All reported facilities
data were verified during on-site interviews. A detailed inventory of statewide rolling stock and
facilities is in Appendix B.

Rolling Stock Inventory

In 2018, there were 8,936 active vehicles reported as study agency assets, 4,227 (47%) of which
are operated by King County Metro. A total of 2,752 (31%) vehicles are operated by Urban transit
agencies, while Small Urban and Rural agencies account for the remaining 15% and 7% of vehicles
in the state, respectively. The majority of the rolling stock in Washington consists of vanpool vans
(48%) and large, heavy-duty transit buses (31%). Light-duty transit vehicles comprise the third
largest category, at 19% of the statewide fleet. Medium-duty buses and other vehicle types are a
small proportion of vehicles in state—about 1% of the fleet each.

Detailed descriptions of each vehicle type are in Figure 2-17. Following Figure 2-17 are charts
showing the number of vehicles by type and agency classification, as well as the number of
vehicles in the statewide fleet (Figure 2-18) and the value of all vehicles in the statewide fleet
(Figure 2-20).
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Figure 2-17

Vehicle Type

Heavy-Duty

Vehicle Types, Descriptions, and Examples

Description

Heavy-duty vehicles include 30-, 35-, and 40-foot buses,
as well as larger articulated, intercity, trolley, double-
decker, and dual-propulsion buses. Heavy-duty vehicles
are commonly diesel powered, hybrid-electric, battery-
electric, or electric trolley buses.

Example

Medium-Duty

Medium-duty vehicles appear similar to light-duty vehicles
but are over 30 feet in length and typically have a greater
weight carrying capacity. Medium-duty vehicles are
relatively uncommon in Washington State.

TranGO

Light-Duty

Light-duty vehicles consist of ‘cutaway’ buses under 30
feet in length. They are used primarily for demand
response service, such is found in many rural areas and
used for ADA complementary paratransit service. Many
smaller systems use light-duty vehicles in fixed-route and
deviated fixed-route service.

Vanpool

Vanpools are the most common transit vehicle found in
Washington. Vanpool vehicles in the state come in three
distinct sizes: eight-, 12-, and 15-passenger vans.
Vanpools are frequently used to connect to park-and-ride
lots or major employment centers from areas with little
access to frequent, fixed-route transit.

Valley Transit
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Figure2-18  Statewide Fleet by Vehicle Classification, 2018

31% (2,773)
Heavy-duty
48% (4,270)

Vanpool
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Lighi-duty

1% (55)
Medium-duty

Source: WSDOT Transit Asset Inv entory, 2018

Vanpoolvehicles make up the majority ofeach agencyclassification’s statewide fleet (Figure
2-19). Agenciesthat serve fully urbanized areas operate larger proportions of heavy-duty vehicles
thanruraland smallurbanagencies.

Figure2-19  Statewide Fleet by Vehicle Type and Agency Classification, 2018
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Number of Vehicles

Bheavy-duty BElight-duty BEmedium-duty ®vanpool

Source: WSDOT Transit Asset Inv entory, 2018
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Despite representingonly 31%ofvehiclesinthe state, heavy-duty vehiclesaccount for 88%of the
statewide fleet’s replacementvalue,or approximately $2 billion (Figure2-20). Vanpools, which
accountfor 48%ofvehiclesinthe state, only comprise 5%ofthe replacementvalue. Thisis
because large, heavy-duty vehicles are significantly more expensive than light-duty vehicles or
vanpool vehicles.

Figure2-20  Statewide Fleet Replacement Value by Vehicle Type

0% (~$11 million)
Medium=duty

5% (~$120 million)
Vanpool

8% (~$194 million)
Light-duty

87% (~$2.1 billion)
Heavy-duty

Source: WSDOT Transit Asset Inv entory, 2018
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Useful Life Benchmark

Transit agencies typically conduct vehicle replacement planning on the basis of a vehicle’s useful
life. “Useful life” is a term that generally defines the age and level of usage” at which a vehicle is
expected to be replaced. Although FTA sets minimum guidelines and required standards for
vehicles purchased with federal assistance, transit agencies in Washington State can establish an
agency-specific ULB for both rolling stock and facilities. This ULB is rarely below the FTA
standard (and cannot be for vehicles purchased with federal assistance), but may exceed the FTA
standard because of factors unique to an agency’s operating environment or service
characteristics.

Allowing agencies to set their own ULBs ensures they are responsive to their local context.
Although ULBs vary from agency to agency, larger and more expensive vehicles typically have
longer useful lives than smaller, less expensive vehicles (Figure 2-21). Figure 2-22 shows that the
vast majority of ULBs remain within a relatively small range. Heavy-duty vehicle ULBs, for
examples, are typically between 11.1 and 15.6 years.

Figure 2-21  Average ULB and Replacement Cost by Vehicle Type

Heavy-Duty Medium-Duty Light-Duty Vanpool
Avg. ULB (years) 13 9 9 7
FTA Minimum ULB (years) 12 7 5 4
Avg. ULB (miles) 628,868 267,273 245,985 129,786
FTA Minimum ULB (miles) 500,000 200,000 150,000 100,000
Avg. Replacement Cost $769,016 $200,781 $111,692 $28,362

Sources: WSDOT Transit Asset Inventory, 2018; FTA Circular 5010.1D, 2008

7 For revenue vehicles, this is typically measured in miles. For some non-revenue equipment, this is measured in hours.

Nelson\Nygaard Consulting Associates, Inc. | 2-22



WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

Figure 2-22  ULB Range by Vehicle Type
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Source: WSDOT Transit Asset Inventory, 2018

Percent Remaining Useful Life

There is little official reporting of SGR for transit vehicles in Washington, other than agencies’
annual self-reported yes/no response to whether a given vehicle is in a SGR. This binary yes/no
assessment, although helpful, does not assess how much longer the vehicle is expected to remain
in a SGR. Statewide, 96% of vehicles were reported as being in a SGR in 2018.

To better understand vehicle condition and predict impending capital needs, the percent of
remaining useful life (measured in years) for the state’s transit vehicles is used as a measure in
this report. Although each agency establishes their own ULBs, calculating the average percent of
useful life remaining provides a metric for identifying the relative age of a fleet for all agencies
within a classification. Brand new vehicles have 100% of their useful life remaining; as the vehicle
ages, this percentage decreases over time until the vehicle reaches its ULB. The percent of
remaining useful life for each agency classification is shown in Figure 2-23.

All agency classifications have a vehicle average of less than 50% remaining useful life, which is a
typical asset management goal used by large transportation organizations.8 This indicates that the
statewide fleet is generally aged, and vehicle replacement needs have developed a backlog. The
data also indicate that Small Urban agencies are operating the oldest fleets relative to other
agency classifications, with all vehicle types below 25% remaining useful life.

8 The San Francisco Bay Area’s Metropolitan Transportation Commission has used a fleet 50% average age of assets as
a percentage of their useful life (AAAPUL) as a fleet management performance measure, which represents an equal
distribution of assets being replaced at the end of their useful life. Source: Federal Transit Administration. 2010. Transit
Asset Management Practices. p. 3-11
<https://www.transit.dot.gov/sites /fta.dot.gov/files/docs /TAM_A_National_and_International_Review_-
_6.10_FINAL_O.pdf>
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Figure 2-23  Average Vehicle Percent Remaining Useful Life by Vehicle Type and Replacement Cost - Urban
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Figure 2-24  Average Vehicle Percent Remaining Useful Life by Vehicle Type and Replacement Cost - KCM
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Figure 2-25  Average Vehicle Percent Remaining Useful Life by Vehicle Type and Replacement Cost - Small
Urban

TOTAL REPLACEMENT COST = $162 million $51 million

LIGHT-DUTY

$16 million $8.2 mill
HEAVY-DUTY MED-

VANPOOL
12% ULB REMAINING DUTY

Figure 2-26  Average Vehicle Percent Remaining Useful Life by Vehicle Type and Replacement Cost - Rural

TOTAL REPLACEMENT COST = $62 million $25 million

LIGHT-DUTY
25% ULB REMAINING

$7 million $2 mill
HEAVY-DUTY MED-
VANPOOL DUTY

9% ULB REMAINING

Source: WSDOT Transit Asset Inventory. ‘Urban’ represents all Urban agencies, less KCM.
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Vehicles Currently Beyond ULB

Statewide, 24% of all vehicles are currently beyond their agency-specific ULB. This includes 29%
of the Rural fleet, 41% of the Small Urban fleet, 24% of the Urban fleet, and 18% of KCM fleet.
Replacing all vehicles currently beyond their ULB would require $503 million at current
replacement cost. This includes $25 million to replace Rural vehicles, $58 million for Small
Urban vehicles, $122 million for Urban vehicles, and $297 for KCM vehicles. The percent of each
fleet currently beyond its ULB and the associated replacement costs are shown in Figure 2-27.
The data show Small Urban agencies as having the greatest percentage of fleet vehicles beyond
ULB.

Figure 2-27  Percent of Fleet Currently Beyond ULB and Associated Replacement Costs
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When examined on a vehicle count (as opposed to percentage of fleet) basis, the number of
vehicles that are currently beyond ULB is correlated to agency size, meaning larger agencies have
greater vehicle replacement needs than smaller agencies (Figure 2-28). KCM is currently
operating 771 vehicles beyond their ULB, 333 of which are heavy-duty vehicles. Small Urban
agencies have the highest count of light-duty transit vehicles operating beyond ULB, and Urban
agencies have the highest count of vanpool vehicles operating beyond their ULB.

Figure 2-28  Total Vehicles Beyond ULB by Agency Classification
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Source: WSDOT TAl, 2018

Facilities Inventory

Facilities are larger fixed assets owned and managed by transit agencies. These include
maintenance, operations, and administration buildings (MOAB facilities), a general
‘infrastructure’ category (explained in Figure 2-30), park-and-ride lots, passenger facilities,
transit centers, and other facilities. There are a total of 327 facilities in the state, although some of
these facilities represent multiple buildings or structures (e.g., KCM RapidRide shelters) and
some low-value facilities (such as small bus shelters) are not reported consistently.

Many agencies combine MOAB facilities into one large, multi-purpose building, while others may
house the same facilities in four or more buildings, each of which is reported separately. For this
reason, counting facilities—especially MOABs—by type is not a good method for analysis or
reporting. These facilities are instead charted by total value in Figure 2-29 and described in
greater detail in Figure 2-30.
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Figure2-29  Statewide Facility Value by Type

Infrastructure
13% (~$250 million)

Passenger Facilities

12% (~$200 million)

Park-and-Ride Lots
8% (~$150 million)

MOAB Facilities
48% (~$900 million)

Other
5% (~$100 million)

Source: WSDOT Transit Asset Inv entory, 2018. Nate: “less transit tunnel” indicates that the v alue of the Dow ntown Seattle Transit Tunnel (more tan
$1B) is notshown in this chart.

Figure2-30  Facility Types, Descriptions, and Examples

| Facility Description Example

MOAB facilites are maintenance, operations, and
administration buildings. These include bus storage,
fuel and wash islands, warehousing and parts
storage, and multifunctional buildings. These faciliies
present a key constraint for agencies with expansion
or electrificaion plans. MOAB facilites can be
combined into one multi-purpose facility or multiple, 1

standalone facilies. South Base, King County Metro

MOAB Facility

Park-and-rides are common assets provided by all
agency types. These faciliies allow passengers 1o
park their vehicle in a surface lot or garage and then
board a transit vehicle. They are common in lower-
density areas where fixed-route transit cannot
eficienty reach every neighborhood. Park-and-rides
may or may not provide passenger amenities, such
as shelters and restrooms.

Park-and-Ride

/
i 3

Chuckanut Park-and-Ride, Skagit Transit
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Facility Description Example

Transit centers are generally focal points of an
agency's service where multiple routes converge to
Transit Center | provide transfer opportunities for passengers. Transit
centers may or may not include park-and-ride lots and
passenger amenities.

Intermodal Transit Center, Grant Transit
Authority

Passenger facilities include boarding platforms and
stations, pedestrian access facilities, passenger
amenities, and intermodal terminals.

Passenger
Facility

Infrastructure includes power distribution substations,
tunnels, bridges, elevated right-of-way, and track
Infrastructure | systems. Infrastructure facilities are more common
among larger, urban transit systems and are
generally high value.

i dad A LA
Downtown Seattle Transit Tunnel, King County
Metro

S

Other facilities generally include employee-specific
Other structures, such as operator restrooms and employee
parking garages.

Operator Restroom, Pullman Transit

Useful Life Benchmark

ULBs for facilities are set by each agency, just as they are for rolling stock. However, unlike rolling
stock, facilities are not always replaced in a single year. Instead, agencies may repair or replace
individual components of a facility over the course of its useful life. For instance, a MOAB facility
with a 50-year ULB may receive a new HVAC system after 10 years, upgraded maintenance
equipment after 20 years, and a new roof after 30 years, all while the projected replacement year
and replacement cost remains the same. This inherently piecemeal approach to facilities
maintenance and rehabilitation makes it difficult to project long-term facilities expenditures
beyond the planned expenditures reported in each agency’s TDP.

As agencies perform lifecycle planning analyses for their major facilities, they typically begin
allocating replacement funding years ahead of time, even though the funding may not officially be
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programmed untilayear of purchase. This process allows agencies to more sustainably budget
major capital improvement projects and ensurea healthy reserve of funding. However, because
fundingis not programmed until an expenditureisimminent, this process skews the reported
datafor facilitiesexpenditures.

State of Good Repair

The evaluation rubric used by agencies to assess asset conditionisshownin Figure 2-32. Transit
agenciesinWashingtonreportthe condition oftheir major facilitiesonal to 5 scale, with 1
meaning poor and 5 meaning excellent. Anything rated3 or above isconsidered to be in a SGR.

On average, all facility typesare ina SGR acrossall agency classifications, as shown in Figure 2-31
and Figure 2-33. The average condition for KCM MOAB facilitiesisbelow 3.0, indicating an
upcomingcapital needto replaceand/or rehabilitate these facilities.

Figure2-31  Average Transit Facility Condition by Facility Type and Agency Classification, 2018
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Source: WSDOT Transit Asset Inv entory, 2018
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Figure 2-32

Asset Useful Life
Benchmark (ULB)

Asset Condition

WSDOT Transit Asset Condition Rating Scale

Asset CONDITION CRITERIA Asset RATING SCALE

Asset Performance

Asset Level of
Maintenance Required

Percent of ULB Based on
Age Remaining

Quality, Level of
Maintenance Required

Reliability, Safety, Meets
Industry Standards

Level of Preventive and
Corrective Maintenance

Rating

Rating
Description

Rating
Range

Asset is new or nearly new
75% - 100%

Asset is new or like new

Asset meets or exceeds all

performance and reliability
metrics, industry standards

Asset requires routine
preventative maintenance
according to scheduled
maintenance cycles.

Excellent

4.8 to 5.0

Asset is nearing or at its
mid-point of ULB 50%-75%

Asset is showing minimal
signs of wear and
deterioration

Asset generally meets
performance and reliability,
based on manufacturer's
performance standards

Asset needs some minor
repairs for minor
subcomponents between
maintenance cycles

Good

4.0 to 4.7

Asset has passed its mid-
point of ULB
25%-50%

Asset is showing
moderately signs of
defective or deteriorated
components

Asset's performance and
reliability may decrease and
cause senice interruption
for none schedule
maintenance

Asset needs more frequent
minor repairs on
subcomponents.

Asset nearing or at end of
its ULB 0%-25%

Asset's major
subcomponents needs to be
rebuilt or replace

Asset performance and
reliability is becoming more
substantial, but does not
pose safety risk

Asset's maintenance is
significant increased in
repairs between preventative
maintenance cycles

Asset passed its ULB

Asset is no longer
senviceable

Asset does not meet
performance standards and
would pose safety hazard if

put in senice

Major component failures

Source: WSDOT Transit Asset Inventory, 2019
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Figure 2-33  Facility Condition Descriptions and Examples

Description Percent of Statewide Facilities with Rating
Asset is new or like new, meets or exceeds 0
5.0 - Excellent performance and reliability needs. 16%
4.0 - Good Asset shows minimal signs of wear, generally 28%

meets performance and reliability needs.

Asset shows moderate signs of deterioration,
3.0 - Adequate | performance and reliability may decrease and 28%
potential impact operations.

Major components needs to be replaced or
rebuilt, performance and reliability issues are

pertomz 6%
becoming significant but does not pose a
safety risk.

2.0 — Marginal

Asset is no longer serviceable, does not meet
1.0 - Poor performance and reliability needs and may 1%
pose a safety risk.

Note: Percentages do not total to 100% because some assets were not rated.

Useful Life Benchmark vs. State of Good Repair

The study finds a significant part of the state’s transit fleet is beyond it useful life, yet only a very
small portion of the fleet is not in a SGR. Generally, ULB is set based on when a vehicle reaches a
point in its life where the accumulated cost to repair and maintain the vehicle in safe and reliable
operating condition exceeds the cost of replacing the vehicle. This becomes a balancing act

between maintenance and repair costs (an operating cost) and replacement costs (a capital cost).
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TRANSIT FUNDING

Transit service requires two types of investments. The first is for operations, which includes driver
wages, fuel, and vehicle maintenance (among other
inputs). The second is for capital projects, which are
vehicle acquisitions and facilities development. While

operating costs are relatively consistent from year to “OTHER” FUNDING SOURCES
year, capital expenditures can fluctuate based on an Unlike WSDOT funding data, which
agency’s needs, fleet age, useful life benchmarks, includes federal, state, fares, and
funding availability, and the condition or capacity of local as funding sources, NTD data
facilities. categorizes funding as federal,
state, local, and “other.” In this case,
Funding for transit agencies is derived from four “other” funding sources may
distinct sources: federal funding, state funding, rider L betes
fares, and non-fare related local revenue (local sales Fares
tax, utility tax, advertising revenue, etc.). In Auxiliary Revenue
Washington, non-fare related local revenue is Park-and-Ride Revenue
primarily generated through local sales taxes, with Non-Transportation Revenues

the exception of Pullman Transit, which is funded by Contract Revenue
a 2% utilities tax. Other Directly-Generated

Federal and state funding for transit is generally e

made available through formula-based or
competitive grant processes, like WSDOT’s Regional
Mobility Grant, or through formula funds, like the Section 5339 Bus and Bus Facilities Program,
which are allocated based on formulized characteristics of each transit agency (ridership, service
area population, service provided, etc.). Formula funding typically does not require a large local
match, while competitive grant programs generally require a 20% to 50% local match.

Operating and capital funding are somewhat fungible. As additional federal or state funds are
made available for capital expenditures, agencies have the flexibility to reallocate local dollars
toward providing additional service or increasing the balance of their reserve accounts. Given this
flexibility, it is necessary to assess the total funding for transit and capital-specific funding
separately.

Volatile Funding Sources

The interviews conducted for this study produced a common funding theme: revenue sources for
transit in Washington are highly volatile, which affects all aspects of transit service and capital
planning. Agency managers’ primary concerns were over the unpredictable nature of their major
local funding source—sales tax. Many agencies are still recovering from the sudden loss of sales
tax revenue that occurred during the Great Recession, while others are unable to confidently plan
for capital replacements because many grant funding sources distribute dollars on a discretionary
basis. Some agencies with clearly-defined capital needs have delayed replacement or acquisition
of assets after losing out on discretionary grants such as the WSDOT Regional Mobility Grant.

This volatility is particularly evident when Washington’s transit funding is analyzed with KCM
removed. Figure 2-34 shows that although KCM was able to increase funding post-Great
Recession, all other agencies in the state saw their total funding decline and not recover to pre-
recession levels until 2016.
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Figure2-34  Total Transit Fundingin 2017 Dollars, 1991-2017
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In2017, total transit funding was approximately $1.8 billion for the transit agencies assessed in
thisreport. The vastmajority ofthis funding came from local sources. Approximately 13%ofthe
total wasderived from faresand 74%from local tax sources. Only 10%oftotal revenue came from
federal sourcesand 3%from state sources (Figure 2-35). The historic percentage of funding by
source shows that funding has been primarily local over the last 10years (Figure 2-36).

Figure2-35 2017 Transit Agency Revenue by Source

Federal 8% Local Taxes and Fares 89%
State e, S13million  $159 billion

454 million

Fares 13%
1230 million

Local Option Taxes 76%
$1.36 billion

Source: WSDOT Summary of Public Transportation Report, 2017
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Figure 2-36  Total Transit Funding by Source as a Percentage of Total (2009-2017)
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Transit Capital Funding

Local funding sources continue to account for the majority of the $303.6 million in statewide
funding specifically allocated for capital expenditures in 2017. Fare revenues are not typically
directly-allocated for capital expenditures and are not reported separately from local funding in
NTD; however, 62% of capital funding comes from local sources, compared to 31% from federal
sources and 7% from state sources (Figure 2-37).

Capital expenditures tend to vary year-to-year, depending on grant availability, fleet age, and
capital project schedules. Analyzing an individual year provides a snapshot of funding sources,
but broadening the analysis over a longer period can reveal trends. Figure 2-38 shows the capital
funding breakdown for all agencies in the state by year from 2009 through 2017. Following the
Great Recession, the level of state funding appears relatively consistent and low, ranging from 3%
to 6% of all capital funding since 2010.

These data points suggest that the state generally provides a low level of baseline funding that is
supplemented by variable federal funding—which is dependent on grant availability,
competitiveness, and the political climate. Local funding makes up the lion’s share of grant match
dollars and general capital support.
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Percent of Capital Funding

Figure2-37 2017 Capital Improvement Funding Sources
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Source: WSDOT Summary Public Transportation Report, 2017

Figure2-38  Transit Capital Funding by Source as a Percentage of Total (2009-2017)
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Capital Funding by Agency Classification

Average overall capital funding by agency classification (Figure 2-39) shows that larger agencies
use a higher percentage of local funding than agencies serving more rural areas. These larger,
Urban agencies generally have more vehicles in their fleet, require more maintenance and storage
space, and eventually invest in larger transit centers and passenger facilities. It is also clear that
KCM does not rely heavily on state funding for capital projects, as the state contributes only 1% of
the agency’s capital funds.

Small Urban agencies, on the other hand, rely more heavily on state funding than any other
agency classification, with 14% of their capital funding derived from state sources. In terms of
total funding, Small Urban agencies receive only slightly more state and federal funding than
Rural agencies—$1.47 million more in state funding and $470,000 more in federal funding,
despite having nearly three times as many vehicles in their rolling stock as Rural agencies (Figure
2-40). This suggests that local tax revenues for Small Urban systems are not sufficient to meet
their ongoing capital needs and that additional state and federal funding would be a welcome
resource. This lack of capital funding for Small Urban agencies may delay needed capital
expenditures, resulting in a low percent of remaining vehicle and facility useful life relative to
other agency classifications.

Figure 2-39  Percent of Capital Funding by Source by Agency Classification, 2009-2017
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Figure 2-40  Total Capital Funding by Source by Agency Classification, 2009-2017
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MANAGEMENT IN THE FACE OF ADVERSITY

Washington’s transit agencies have been able to continue operations, despite challenges posed by
volatile and unpredictable funding. The state’s transit agencies have done a particularly good job
maintaining service in the face of revenue loss and uncertainty caused by the Great Recession and
elimination of MVET revenues.

During the Great Recession, transit agencies scaled back capital expenditures and extended the
life of assets to maintain service levels. This strategy for continued service provision was primarily
pursued by the agencies outside of King County and is well-illustrated by Figure 2-41, which
shows a large Great Recession dip in capital expenditures but only a small reduction in revenue
hours.

Figure 2-41  Capital Expenditures and Revenue Hours for All Agencies except KCM, 2004-2017
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This trade-off preserved as much transit service in communities as feasible, while maintaining
most capital assets in a SGR. Today, only 4% of Washington State transit vehicles and 9% of
facilities are not in a SGR. Maintaining fleets and facilities to this level of SGR, despite reduced
capital spending, is laudable and represents good stewardship of limited resources.

However, preserving service by postponing capital expenditures left Washington agencies with an
aged transit fleet, facilities in need of modernization, and a raft of delayed expansions needed to
meet the demands of growing population and employment. With the exception of the single KCM
medium-duty vehicle, the average percent remaining ULB for each vehicle class in each agency
classification is below the standard of 50% (Figure 2-42).
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Figure 2-42  Average Percent Remaining ULB by Vehicle Type by Agency Classification
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Note: Negative percent remaining ULB represents vehicles that are operating past their ULB.

Because agencies postposed infrastructure expansions, there are now facility-based constraints to
expansion of service. Agencies that would like to add buses to their fleet and service hours to their
schedule cannot because they lack necessary maintenance bays, secure yard space, and/or
administrative facilities. Among Urban and Small Urban agencies, 11 of 18 reported moderate-to-
severe capacity constraints are caused by undersized facilities.

Across the state, 65% of agencies are planning service expansions in the future, nearly all of which
are dependent upon capital asset acquisition—either new vehicles for the service expansion,
additional maintenance and operations facilities to support the service expansion, or both. Some
of these expansions are meant to support growing populations and job centers, others are
intended to restore service cut during the Great Recession, and others are described by agencies
as service improvements. Six of the seven urban agencies in the state—which collectively carry
85% of the state’s annual bus passengers—are planning service expansions. This topic is explored
further in Chapter 3.

Although Washington'’s transit agencies weathered trouble times well, they are now entering a
period in which they must grow to support the state’s burgeoning economy. Significant unfunded
capital needs are a roadblock to that growth.
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3 Replacement and Expansion Needs

INTRODUCTION

The previous chapter provided a “state of the system” report on Washington’s public transit
agencies, detailing recent trends in service, ridership, and funding, and providing a snapshot of
SGR for the state’s transit capital assets. This chapter projects that snapshot into the future,
providing a forecast of the next 10 years of transit capital needs. This chapter discusses the
following:

= Ten-Year Capital Funding Needs — This section uses data provided though transit
agency on-site visits, interviews, and planning documents to summarize capital
replacement and expansion needs through 2028 for all agencies included in this study.

= Funding Scenarios — This section presents potential 10-year capital needs in four
funding scenarios for Washington'’s transit agencies: Status Quo, Service Restoration,
Planned Expansion, and Economic Distress, along with associated costs and anticipated
funding sources in each scenario.

= Policy Considerations — This section provides additional context for policy
discussions about Washington State participation in transit capital funding, including:
— Transit service impacts associated with various theoretical levels of state participation
in capital funding;
— Arreview of select U.S. states’ approaches to transit funding; and

— Measures of service provision that could be used at a statewide policy level to
establish overall goals for the provision of transit service (and thus, transit capital
needs) statewide.
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Key Findings

Statewide, existing funding sources appear to meet the estimated
replacement needs for Urban agencies and King County Metro. Small Urban
agencies and Rural agencies have replacement funding gaps of $13 million and $5
million, respectively.

The total projected rolling stock replacement needs over the next 10 years is
approximately $1.9 billion (in 2017 dollars). There are peaks and valleys in the
annual projected expenditures over the next 10 years, with a maximum annual need of
$515 million and a minimum annual need of $64 million.

The total projected statewide capital needs between 2019 and 2028, in terms
of both replacement and expansion, range between approximately $3.97
billion and $5.97 billion. This includes approximately $2.1 billion in replacement
costs and between $1.86 billion and $3.87 billion in expansion costs between 2019 and
2028.

The statewide funding gap for service restoration and expansion costs is
between $593 million and $2.591 billion.

Urban Systems and King County Metro are expanding. Nearly every Urban
system and King County Metro are planning to expand their fleet size and MOAB facilities
or have identified a need to expand their facilities due to capacity constraints. This
represents a significant, long-term capital need for the largest agencies in the state.

If Washington State were to fund 100% of existing local capital expenditures,
transit service could be increased by 11% statewide.

Across the U.S., Washington ranks 17th in terms of state funding for transit per
capita. Washington provides $14.07 in state transit funding per person compared to an
average of $42.11 and a high of $290.55 in Massachusetts.

STATUS QUO FUNDING

Projected “Status Quo” funding is a calculation of anticipated local, state, and federal revenues
over the next 10 years. This calculation assumes stable federal funding and no economic
downturn. Status Quo funding is anticipated to be approximately $3.379 billion between 2019
and 2028, but it is not distributed evenly between agency classifications.

The calculation for projected Status Quo funding includes all available revenues, including some
not available for replacement and maintenance:

Voter-approved expansion: Funding initiatives specifically approved by voters for
capital expansion, service expansion, or specific projects must be used for that purpose.
Some examples include recent voter-approved sales tax revenue increases for King
County Metro, Community Transit, Spokane Transit Authority, Intercity Transit, and
Kitsap Transit.

State Regional Mobility Grants: These grants are to fund new or expanded capital
facilities and/or operations. Grant monies are not available to fund on-going replacement
needs.

This study does not segregate out funding dedicated to capital expansion and/or service
expansion. While possible, that work is outside the scope of the legislative budget proviso and the
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scope of work as defined for this study. Because all revenue is counted, Status Quo capital funding
overestimates available revenues for capital replacement purposes. There are sufficient resources
to fund the estimated current status quo, but there are no “extra” dollars.

TEN-YEAR CAPITAL FUNDING NEEDS

Operating transit service requires capital investments, including new vehicles, vehicle
maintenance and storage facilities, and passenger facilities, such as stations, bus shelters, and
park-and-ride lots. One purpose of this transit capital needs analysis is to estimate capital needs
and associated financial implications with a goal of identifying strategies to help meet this need.
In general, needs are identified both system-wide and individually for each agency classification,
including Rural, Small Urban, Urban, and King County Metro.

For the purposes of this study, capital needs are broadly categorized to include both rolling stock
and facilities. Rolling stock includes vanpools, heavy-duty, medium-duty, and light-duty vehicles.
Facilities include maintenance, operations, and administration (MOAB) facilities; infrastructure
(power substations, overhead trolley wires, etc.); park-and-ride lots; passenger facilities; transit
centers; and other facilities. Capital investment needs within the state are three-fold:

1. Vehicles and facilities required to maintain the existing transit network (Replacement
Needs).

2. Vehicles and facilities necessary to expand transit service to pre-recession levels per
current combined population and employment (Service Restoration Needs)!

3. Vehicles and facilities necessary to grow the transit network in line with identified service
needs and expansion plans (Planned Expansion Needs).2

Identifying and defining expansion needs for each agency over a 10-year timeframe is less
standardized than projected replacement schedules according to agency-assigned ULBs. These
capital needs are projected based on several assumptions regarding different levels of expansion.
Additionally, any expansion scenario would also result in increased operating costs, which are not
within the scope of this project to evaluate for each agency.

The identified needs are focused on planned and projected expenditures based on the stated ULB
of existing capital assets and the identified expansion plans for 2019 through 2028 as discussed
during agency interviews or related correspondence. A summary of the replacement and
expansion capital costs for each agency classification and the state as a whole is shown in Figure
3-1.

1 Service Restoration Needs were calculated by assessing the pre-recession revenue hours per combined statewide
population and employment in 2008. Revenue hours were then increased in order to keep pace with observed
population and employment growth between 2008 and 2017, and projected population and employment growth
between 2017 and 2028. The Estimated Replacement Costs were then subtracted from the total projected capital costs
in order to isolate the capital costs attributed to the expansion. This Service Restoration scenario is intended to identify
the level of transit service that could be provided if agencies did not have a backlog of capital needs stemming from
recessionary funding cuts. The Service Restoration costs are attributed to each agency classification proportionally to
their Planned Expansion Costs.

2 Where possible, planned expansion costs are taken directly from the average annual capital expansion cost listed in
the agencies’ most recent TDP. For agencies that do not specify expansion costs in their TDP, the percent of the capital
budget allocated to expansion costs is averaged for each agency classification (Rural, Small Urban, and Urban) and
applied to the average annual capital expenditures stated in the TDP to extrapolate an estimated planned expansion
cost, aggregated to the agency classification level.
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The projected status quo funding levels, replacement costs, combined replacement and expansion
costs, and projected funding gaps for the Service Restoration scenario and Planned Expansion
scenario are shown in Figure 3-2 and Figure 3-3. While the projected Status Quo funding appears
to meet the Estimated Replacement costs at a statewide level, the funding is not distributed
evenly between agency classifications, and there are identified funding gaps for Small Urban and
Rural agencies.

Figure 3-1 Statewide Transit Capital Needs Summary, 2019-2028 (millions of dollars)

Service
Agency Estimated Restoration Planned Expansion
Classification Replacement Costs Additional Additional Costs

Costs

King County Metro $1,250 $1,181 $2,450

Urban $480 $612 $1,270

Small Urban $272 $51 $106

Rural $102 $24 $50

Statewide $2,104 $1,868 $3,876

Figure 3-2 Statewide Replacement Capital Needs and Funding Gaps, 2019-2028 (millions of dollars)

ey | rgmsnscuo | £ [ gt
Classification Capital Funding Costs Funding Gap
King County Metro $2,011 $1,250 -
Urban $1,011 $480 -
Small Urban $259 $272 $13
Rural $97 $102 $5
Statewide $3,379 $2,104 -
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Figure 3-3 Statewide Service Restoration and Planned Expansion Capital Needs and Funding Gaps, 2019-
2028 (millions of dollars)

Projected Serwcg . Planne_d Planned
Restoration Service Expansion :
Agency Status Quo and Restoration and Expansion
Classification Capital ) Funding
. Replacement | Funding Gap | Replacement
Funding Gap
Costs Costs

King County
Metro $2,011 $2,431 $420 $3,700 $1,689
Urban $1,011 $1,092 $81 $1,750 $739
Small Urban $259 $323 $64 $378 $119
Rural $97 $126 $29 $151 $54
Statewide $3,379 $3,972 $593 $5,979 $2,501

The distribution of the combined replacement and expansion capital costs by agency classification
for the Service Restoration and Planned Expansion scenarios are shown in Figure 3-4 and Figure
3-5, respectively. The majority of planned capital costs in both scenarios (61-62%) are attributed
to King County Metro, with an additional 28-29% attributed to the Urban systems. Nearly all
Urban agencies and King County Metro identified moderate to significant capacity constraints
and service expansion plans. These urbanized agencies are generally planning both fleet
expansions (to provide additional service) and facilities expansions (to store and maintain the
additional vehicles). These expansionary costs are indicative of the current capacity constraints
and planned expansions that are characteristic of the urbanized agencies in the state.

Figure 3-6 shows projected Status Quo funding in comparison to estimated Replacement, Service
Restoration, and Planned Expansion costs and anticipated funding gaps associated with each of
these scenarios. Statewide, the Service Restoration funding gap is estimated at $593 million, and
the Planned Expansion funding gap is estimated at $2.591 billion.
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Figure 3-4 Statewide Estimated Replacement and Service Restoration Capital Costs by Agency
Classification, 2019-2028
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Figure 3-5 Statewide Estimated Replacement and Planned Expansion Capital Costs by Agency
Classification, 2019-2028
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Source: WSDOT 2018
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Figure 3-6 Projected Status Quo Capital Funding and Funding Gaps, 2019-2028 (millions of dollars)
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Replacement Needs

To maintain the status quo of transit operations, agencies perform routine maintenance on
vehicles and facilities; however, these maintenance costs are categorized as operating, not capital,
expenses. Thus, the capital replacement needs for transit agencies can be projected by
determining the timeline for vehicle and facility replacements according to each agency’s stated
ULBs.

Rolling Stock

Rolling stock replacement is a relatively consistent and predictable recurring capital cost for
transit agencies. In Washington, agencies establish their own ULBs based on the type of vehicles
they operate, the unique operating context of their service area, and how long they can reasonably
expect their vehicles to meet their ongoing needs. ULBs for rolling stock in Washington range
from as few as 4 years for vanpools to as many as 30 years for some heavy-duty vehicles and
trolley buses.

Projected replacement schedules were produced for each agency in the state by extrapolating
their existing fleet, ULB, and estimated replacement costs. These scheduled vehicle replacement
costs, summarized by agency classification, are shown in Figure 3-7. The total projected cost for
statewide rolling stock replacement needs over the next 10 years is approximately $1.9 billion,
63% of which is attributable to King County Metro, as shown in Figure 3-8.

This projected schedule indicates that there are significant expenditures—over $200 million per
year—projected for 2023, 2024, 2027, and 2028. Historically, funding availability and earmarks
incentivized some agencies to purchase large fleets of vehicles in a single year. Large influxes of
new vehicles can drastically improve an agency’s percent of ULB remaining and state of good
repair; however, all of these vehicles reach their scheduled ULB at the same time, resulting in a
rapidly aging fleet and large spikes in capital need for the agency. In 2027 and 2028, King County
Metro is scheduled to replace a significant portion of their trolleybus fleet. These vehicles have
proven to reliably and safely exceed their ULBs and therefore will likely not be replaced in a single
fiscal year.

During the site visit and agency interview process, a trend emerged indicating that agencies have
begun programming their rolling stock replacement expenditures in smaller annual purchases to
prevent this bulk fleet replacement issue. More consistent funding would allow agencies to
smooth out these expenditures and make smaller, more frequent capital investments.
Sophisticated asset management and capital planning has led a number of agencies to begin
allocating funding for vehicle replacement on an annualized basis, thus the average annual capital
cost over the next 10 years may be a more accurate representation of how agencies allocate
funding for fleet replacement expenditures, as shown in Figure 3-7.
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Figure 3-7 Scheduled Annual Vehicle Replacement Costs by Agency Type
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Figure 3-8 Planned Replacement Vehicle Costs by Agency Classification, 2019-2028
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Facilities

Unlike rolling stock, projected facility replacements are muchmore variable from agency to
agency andyear to year. Ingeneral, facilities have a longer useful life than individual vehicles:
some MOAB facilities and park-and-ride lots, for example,have ULBs in the range 0f50-60 years.
The projected replacement schedule for facilities, shown in Figure 3-9, indicates that the average
annual expenditure for facilities over the next 10yearsisless thanfor rolling stock—about $20
million for facilities compared to about$190 million for rolling stock.

Thereisalarge increase infacility replacementcosts for Small Urban systems shownin2024.
This is due in partto MOAB facilities for Intercity Transit reaching their ULBin thatyear,
accounting for $37 million ofthe projected $55 million statewide.

The estimated expenditures for facility replacementin the state between 2019and 2028,
accordingto facility ULBs, isapproximately $197 million, the majority ofwhich is attributed to
the largestagenciesin the state, with Urban agencies accounting for 41%and King County Metro
accounting for 22%. Small Urban facility replacements also constitute 33%ofthese estimated
costs.

Agencies generally program theirfacilities replacementexpenditures overalong period oftime to
ease budgeting constraints and ensurethereissufficient funding for new facilities before the
existing facility reaches the end ofiits useful life. Thus, the average annual replacement cost may
be a more accurate representation ofcapital needs to account for the annual variation, as shown
in Figure 3-9.
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Figure 3-9 Scheduled Annual Facility Replacement Costs by Agency Type
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Figure3-10  Estimated Replacement Facilities Costs by Agency Classification, 2019-2028
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MOAB Facilities

MOAB facilities, which can be combined intoone multi-purpose facility or multiple,standalone
facilities, represent critical capital facilities in the state. Nearly every agency has some form of
maintenance, operations, administration, or multi-purpose facility, with the exception ofa few
small agencies, which lease space and contract out their vehicle maintenance.

The condition and capacity of MOAB facilities have emerged as potential constraints for agencies
exploring fleetand serviceexpansions. Keeping MOAB facilitiesin a state ofgood repair iscritical
foragenciesto perform preventative vehicle maintenanceand continue providing service for their
customers.

Estimated replacement costs for MOAB facilitiesare shownin Figure 3-11. Over the next10years,
Urbanand Small Urbanagenciesaccount for 98%of MOAB facilities replacement costs. King
County Metro has no existing MOAB facilities scheduledfor replacement during this time period,;
however, the agency has indicated significant capacity constraints in their existing facilities and
arein the processofactively expanding and constructing new facilities.
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Figure3-11  Estimated MOAB Facilities Replacement Costs by Agency Classification, 2019-2028
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Service Restoration Needs

The ServiceRestoration scenarioassesses the capital funding required to restoretransit service to
pre-recession levels using actual population and employment growth as the basis.

Since 2008, transitservice (as measured inannual revenue hours) hasincreased ataslower rate
than population and employmentin the State of Washington. This scenarioaddresses the capital
costsrequired to increasetransitservicethrough 2028 according to observed and projected
population and employment growth. Thisscenario has three main components:

1. Increase CurrentServiceto Pre-Recession Levels: Determineestimated revenue
hoursand capital costsin 2017 using observed population and employment growth
between 2008 and 20173.

2. ProjectService Accordingto Populationand EmploymentGrowth Through

2028: Use projected populationand employment growth between 2017 and 2028 to
estimate future revenue hours and associated capital costs.

3. Isolate Service Restoration Capital Costs from: Use established replacement and
expansion funding needs described previously to determine future-year capital costs
specifically related to expansion.

3 the most recent year for which service data was available
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Increase Current Service Levels to Pre-Recession Levels

Between 2008 and 2017, actual transit revenue hours in Washington increased by 6%, while
statewide population and employment increased by 10%, as shown in Figure 3-12. In 2017, total
capital funding per revenue hour was calculated at $34.77 per revenue hour4, with total capital
funding of $332 million.

Methodology developed as part of the Service Restoration scenario assumes a level of expansion
in which revenue hours from 2008 to 2017 increase at the same 10% rate as population and
employment, rather than the observed 6% increase (Figure 3-13). This methodology results in an
additional 368,834 annual revenue hours of service in the state in 2017 compared to observed
revenue hours.

Applying the observed 2017 capital funding per revenue hour ($34.77) to the Service Restoration
revenue hours results in annual capital costs of $345 million in 2017. This represents a $13
million annual increase in capital funding requirements over the 2017 observed annual capital
funding of $332 million.

Figure 3-12  Observed Demographics, Transit Service, and Capital Funding, 2008-2017

2008 2017 Percent
Observed Observed Change
Revenue Hours 9,023,635 9,546,898 6%
Population and 9,746,642 | 10710217 10%
Employment

Capital Funding $260 million $332 million

Capital Funding

per Revenue Hour $28.77 $34.77

Source: NTD (2008-2017), US Census Bureau (2008-2017)

Figure 3-13  Projected Revenue Hours and Capital Funding using Service Restoration Methodology, 2008-
2017

2017 Service Difference

Restoration from 2017
Methodology Observed

Revenue Hours 9,915,732 368,834

Capital Funding $345 million $13 million
Source: NTD (2008-2017), US Census Bureau (2008-2017)

4 $34.77 represents all capital costs (replacement and expansion).
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Project Service According to Population and Employment Growth Through 2028

This $13 million annual increase in capital costs represents the additional costs required to
expand service to pre-recession levels for the year 2017, using actual population and employment
growth as the foundation.

To evaluate the capital costs required to continue expanding service consistently with population
and employment growth through 2028, statewide projections for population and employment
growth were collected from the Washington State Office of Financial Management and
Washington State Employment Security Department. These projections yield a 2028 combined
population and employment of 12,330,869, representing a 15% increase over 2017 levels.

Increasing the 2017 Service Restoration revenue hours by 15% results in a projected total of
11,416,164 revenue hours in 2028—an increase of 1,500,432 revenue hours. Again, applying the
$34.77 capital cost per revenue hour yields an annual capital cost of approximately $397 million
in 2028—an increase of approximately $52 million from 2017—as shown in Figure 3-14. These
figures include the capital costs associated with estimated replacement of fleet and facilities, as
well as expansion related costs.

Figure 3-14  Existing and Projected Revenue Hours and Capital Costs for Service Restoration (2028)

2017 with Service Percent 2028 with Service 2028 Additional with

Restoration Increase Restoration Service Restoration
Revenue Hours 9,915,732 15% 11,416,164 1,500,432
Capital Funding $345 million 15% $397 million $52 million

Source: NTD (2017), US Census Bureau (2017), WA OFM (2018), WA ESD (2018)

Isolate Service Restoration Capital Costs from Replacement

Combining this $397 million annual capital funding requirement for 2028 over the 10-year period
results in a total capital funding requirement of $3.97 billion. The $3.97 billion figure represents
all capital costs for the agency, including costs associated with replacement. Removing the
replacement costs, previously identified as $2.104 billion in the Replacement Needs section, to
isolate the capital funding requirements attributable to the service expansion, results in a 10-year
expansion capital cost projection of $1.868 billion, shown in Figure 3-15.5

Figure 3-15  Service Restoration Scenario Ten-Year Projected Capital Costs (millions of dollars)

2028 with 2019-2028 2019-2028 Service
: . . 2019-2028 3 :
Service with Service Restoration Expansion
Restoration Restoration Costs

Capital Funding $397 $3,072 $2,104 $1,868

Replacement Costs

5 This assessment takes a conservative approach by calculating the percent increase from 2017 to 2028 to determine
the total annual funding in the 2028 horizon year. This amount is then assumed as the annual capital funding requirement
for each year during the 10-year time frame.
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Planned Expansion Needs

Planned Expansion needs are primarily identified through agency documentation, TDPs, and
information collected during site visits and agency interviews. The criteria assessed in
determining expansion needs include:

Capacity Constraints — the level to which agency growth or expansion is limited by
available capacity in their maintenance, operations, and/or administrative facilities:

— None — No significant issues with capacity constraints.
— Low — May have capacity constraints in the future if growth occurs.

Moderate — Need to expand facilities before expanding fleet size.

— High — Currently operating over capacity in existing facilities.

MOAB Expansion — related to capacity constraints, whether the agency plans to

expand their maintenance, operations, and administrative facilities:

— None Planned — No plans to expand existing facilities.

— ldentified Need — Identified a need to expand in the future but has not initiated the
planning process.

— Planned Expansion — In the process of planning a new or expanded facility.

— Actively Expanding — Facility expansion has been planned and is in the process of
being implemented or developed.

Fleet Expansion — the level to which each agency is planning to increase their fleet size,

relative to their existing size:

— None Planned — No plans to expand existing fleet.

— Minor Expansion — Planning small, incremental fleet expansions of only a few
vehicles.

— Service Restoration — Planning a fleet expansion capable of providing some
additional service improvements.

— Significant Expansion — Planning a large fleet expansion to significantly improve

service.

Average Annual Planned Expansion — Planned and projected capital expenditures
are included in each agency’s TDP. In some cases, these costs are identified for
replacement needs and for expansion needs independently, but in others, they are
reported as a single lump sum. Where possible, the average annual percent of the capital
budget designated for expansion needs was calculated for each agency classification. This
average percentage was then used to extrapolate projected expansion costs for the
remaining agencies.

Capacity constraints and expansion plans for each agency classification are summarized in Figure
3-16 and Figure 3-17.
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Figure3-16  Capacity Constraints and Expansion Plans

Planned Expansion

Capacity . . o
Agency Constraints MOAB Expansion Fleet Expansion Costs (millions of
dollars)
King County Metro | High Actively Expanding Significant Expansion | $2,450
. Planned or Actively Moderate -
Urban Moderate - High Expanding Significant Expansion 31,270
Small Urban Low - Moderate Some Rlanned None - Moderate $106
Expansion
Rural None - Low None Planned None - Minor $49.5

Figure3-17  Planned Expansion Costs by Agency Classification, 2019-2028
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Rolling Stock

Urban transitagencies and King County Metro are almost universally planning moderate or
significant fleet expansions over the next 10years. The lone exception is Ben Franklin Transit,
whichis planning a small expansion ofrevenue hours and frequency with theirexisting fleet size.
Significant service expansions generally require expanding both vehiclefleet size and MOAB
facilitiesto meet growing maintenance and storage needs associated with the largerfleet. Thisis
reflected in the identified capacity constraints, MOABexpansion plans, and large planned
expansion costs for theseagencies.

Most Rural and Small Urbanagencies either haveno plansto expand theirfleetorare planning
for minor expansionsofonly afewadditional vehicles as demand for transit increases in their
service area. The exceptionsto this case are Kitsap Transitand Intercity Transit, which are
planning for more moderate and significant fleet expansions. Intercity Transitin particular is
planning for a significant fleet expansion following the voter-approved Proposition 1 to increase
local salestax for transitby an additional 0.4%. Kitsap Transitisalso at capacity attheir bases
and has significant new capital needs related to their passenger facilities.
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Facilities

Facilities expansions vary significantly between agency classifications depending on their size,
service area characteristics, and planned service expansions. King County Metro and Urban
systems in the state have identified maintenance and operating base capacity constraints as a key
issue preventing expanding their vehicle fleet size and providing additional service; thus, these
agencies have ambitious expansion plans for MOAB facilities. Rural and Small Urban agencies
with less ambitious expansion plans or minimal capacity constraints are more likely to expand
their network of park-and-ride lots, transit centers, and passenger facilities to incrementally
improve access to transit and amenities to encourage additional ridership.

Agencies generally program their facilities replacement expenditures over a long period of time to
ease budgeting constraints and ensure there is sufficient funding for new developments before the
existing facility reaches the end of its useful life.

FUNDING SCENARIOS

This chapter describes four funding scenarios for Washington State’s transit agencies: Status Quo,
Service Restoration, Planned Expansion, and Economic Distress. The Status Quo, Service
Restoration, and Planned Expansion scenarios are described in detail in the previous section, and
this section primarily focuses on assessing the possible impacts of an economic downturn on
transit capital expenditures and comparing this to the other funding scenarios.

Transit agencies’ actual response to the Great Recession provides the starting point for this
analysis. As discussed in Chapter 2, most of Washington'’s transit agencies delayed capital
expenditures during the recession in order to maintain as much transit service as possible. This
created a strain on agencies’ budgets from which many are still trying to recover.

Figure 3-18 compares annual capital expenditures and vehicle revenue hours (VRH) for all
agencies except King County Metro from 2004 through 2017. Prior to 2016, capital expenditures
peaked in 2009, declined each year through 2012, and then steadily increased above pre-
recession values by 2016. During this time, VRH dipped slightly, but not in proportion to capital
spending.6

On average, agencies spent 34% less on capital from 2010-2014 than it did in the years preceding
and following (2004-2009 and 2015-2017), while annual VRH were actually 6% higher on
average when comparing the same periods. Therefore, in an economic distress scenario, it
is assumed that agencies would similarly prioritize keeping service on the street
while delaying capital expenditures.

6 With an operation that is orders of magnitude greater than other agencies in the state, King County Metro’s capital
expenditures did not follow a similar pattern through the recession and therefore were not included in this analysis.
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Figure 3-18  Capital Expenditures and VRH for all Agencies except King County Metro, 2004-2017
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The resulting forecasted 10-year capital needs in this scenario are shown in Figure 3-19, side by
side with projected 10-year capital needs in the Status Quo and Expansion scenarios. It was
assumed that all agencies would experience a five-year period of reduced capital spending that
averaged 34% less than the “Status Quo” year. This resulted in an overall reduction of 1o-year
capital expenditures by approximately $358 million compared to the Status Quo scenario. King
County Metro accounts for more than half of this figure; if removed from the total, the forecasted
capital expenditures for all other agencies in the economic distress scenario would be about $145
million lower than the Status Quo scenario.

Based on agency interviews, it is likely that facility upgrades and replacements would be
postponed and rolling stock would be kept in the fleet longer than recommended given current
ULBs. This could lead to increased maintenance costs and larger capital needs in out years.

Figure 3-19  Forecasted 2019-2028 Capital Expenditures in Status Quo, Expansion, and Economic Distress
Scenarios (millions of dollars)

Ag_e_n &y Status Quo Restier};\t/ilgﬁ and PEITES (B e Economic Distress
Classification Replacement and Replacement
King County Metro $1,250 $2,431 $3,700 $1,040
Urban $480 $1,092 $1,750 $398
Small Urban $272 $323 $378 $226
Rural $102 $126 $151 $85
Statewide $2,104 $3,972 $5,979 $1,750

Status Quo assumes no changes to meet growth that has actually occurred and no expansion of service, fleet, or facilities. Expenditures reflect
capital expenditures only.
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POLICY CONSIDERATIONS

This section provides additional information and research that may help to inform policy
discussions about the level of state assistance for transit capital. First, it covers three hypothetical
scenarios for additional state funding of transit agency capital programs and translates this into
additional transit service. Next, it presents a review of other state transit capital funding
programs to provide comparison and context for the State of Washington'’s current funding
program. Finally, it looks at two potential measures of transit service that could be used at a
statewide policy level to establish overall statewide goals for the provision of transit service and as
an indicator of capital funding needs statewide.

Modeling Added Service Possible with State Assistance

In Washington State, transit agencies typically receive over half of their annual capital funding
from local sources, while the state contributes approximately one-tenth of that amount.” In other
states, such as Massachusetts and lllinois, the state share of transit agency funds is significantly
higher. To model the benefits of increased state capital fundings, this report estimates increases in
service, and the associated impacts to ridership, that could be made available under three
scenarios:

= The state replaces 100% of an agency'’s locally-funded capital dollars
= The state replaces 50% of an agency’s locally-funded capital dollars
= The state replaces 10% of an agency’s locally-funded capital dollars

These three scenarios of locally-sourced capital fund replacement are modeled for each transit
agency classification (Figure 3-20). The estimates are based on an assessment of agency capital
replacement needs for the 2019-2028 period and assume each agency will shift its replaced
locally-funded capital dollars to fund service provision at 2017-level cost per revenue hour. The
sum total of the 10-year period’s capital needs is distributed evenly across each year to produce a
consistent annual figure. Ridership increases are estimated based on the existing statewide
average passenger trips per revenue hour.

Modeling these scenarios shows that tremendous amounts of service could be added under a
100% state funding replacement (Figure 3-20). In this scenario, Washington transit agencies
could provide more than five times Kitsap Transit’s entire annual service to communities
throughout the state—an 11% total increase in revenue hours (707,416 annual revenue hours) and
a 7% increase in ridership (14,148,320 additional annual passenger trips). Put another way, the
total amount of annual transit service that could be implemented is greater than any existing
Washington transit system’s annual service, except for King County Metro.

In a more modest scenario of 10% state replacement for local capital expenditures, Washington
State could increase transit service by approximately 46,000 revenue hours and increase
ridership by approximately 926,000 annual trips, which is the equivalent of the entire annual
operations of Clallam Transit (Figure 3-20).

7 Source: National Transit Database, 1991-2017. State funds: 6%; Local funds: 57%,; ‘Other’ funds: 11%. ‘Other’ funds
include fare, advertising, parking, concessions, and other revenues.

8 These estimates are specifically requested in section vi of the project budget proviso.
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Figure 3-20  Potential Additional Annual Service and Ridership Produced with State Coverage of Agency
Locally-Funded Capital Needs

With 50% State Funding With 10% State Funding

With 100% State Funding : :
(Service Hours) (Service Hours)
Agency Type

Service Passenger Service Passenger Service Passenger

Hours Trips Hours Trips Hours Trips
Rural 27,534 550,680 13,767 275,340 2,753 55,060
Small Urban 95,242 1,904,840 36,056 721,120 7,211 144,220
Urban 162,814 3,256,280 55,042 1,100,840 11,008 220,160
King County Metro 421,826 8,436,520 126,726 2,534,520 25,345 506,900
Total 707,416 14,148,320 231,591 4,631,820 46,318 926,360

Note: All figures are annual totals of fixed-route revenue hours, based on 2017 National Transit Database figures for commuter, motor, and trolley
bus operations. Non-reporting agency figures are based on most recent TDP filings. Capital costs are based on projected 2019-2028 replacement
and local share of capital funding is based on 2012-2017 NTD-reported local shares of capital funding. Any expansion of service will require
additional operating expenditures which are not assessed as a part of this study.

Under a 100% local capital expenditure replacement scenario, the agencies that would stand to
benefit most are Valley Transit, Pacific Transit, and Intercity Transit. These operators could see
respectively 34%, 21%, and 16% increases in service provided to their communities, due to
relatively low operating costs for existing service and high levels of capital need. The agencies that
benefit the least have low annual capital expenditures: Selah Transit and Union Gap transit,
which could increase service by 2% and 1%, respectively. King County Metro could increase
annual revenue hours by 12%.
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State Transit Capital Funding Review

This report uses several different data sources, including NTD, WSDOT, and the American
Association of State Highway and Transportation Officials (AASHTO), each of which are derived
through different reporting mechanisms. While NTD and WSDOT data are useful for identifying
operating characteristics and granular financial information, respectively, AASHTO data is useful
for identifying data trends at the state level across the U.S. This state funding review uses
AASHTO data to compare differences in state approaches to transit funding which may differ
from NTD or WSDOT reported data, but is useful for identifying larger trends in levels of funding
and policy priorities.

The overall transit funding context in Washington State is different from other states—
particularly those with more mature, well-developed transit networks. In terms of state funding
for transit per capita, Washington ranks 17t out of 50, with $14.07 per capita (Figure 3-21).
Washington is also significantly below the average of $42.11 per capita but is above the median
funding per capita of $4.73.
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Figure 3-21 2017 State Transit Funding per Capita
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Transit agencies in most of the U.S. receive capital assistance funds from state sources. As is the
case with many transit grant funding programs, two of the primary methods for distribution of
these funds are formula- and discretionary-based disbursements. Although not inclusive of every
state’s public transit funding policies and programs (approximately 45 states provide some sort of
assistance for public transit?), the following profiles illustrate the means by which other states
assist transit agencies with capital expenses. These states were selected based on the size of their
transit fleets and their state-level commitments to improving public transportation. Figure 3-22
highlights transit funding programs of notes from these states.

Figure 3-22  Peer State Capital Funding Practices

Capital Funding Program of Note Fund Distribution Method
California SB 1 Public Transit State of Good Repair Program Formula
Illinois Downstate Transit Improvement Fund Discretionary
Maryland Maryland Metro/Transit Funding Act Formula
Massachusetts D|scret_|9nary Funding Program for Regional Transit Discretionary
Authorities
Pennsylvania Section 1514 Capital Asset Improvement Program Discretionary
California

After New York, California leads the nation in state funding for public transit. Caltrans, the
California Department of Transportation (DOT), operates a SGR funding program that is
supported by a vehicle registration fee. Funds for this program are distributed according to a
formula that takes into account population and transit agency local revenues. Before receiving
these formula funds, potential recipients must describe their proposed capital projects, develop a
project schedule, and identify the useful life of the improvement. Agencies are then required to
submit annual expenditure reports and are subject to spot audits. Agencies must also incorporate
this SGR funding into their annually-required state Transportation Development Act audit.10

lllinois

Illinois’ capital planning for transportation is conducted largely on a discretionary basis. Transit
agencies and other applicants for capital funding assemble capital projects for the Illinois DOT
(IDOT), which then prioritizes projects based on need, project inclusion in long- and short-range
regional plans, and other factors. Illinois, like New York State, separates its major metropolitan
area (Chicago) from ‘downstate’ transit agencies for the purpose of capital budgeting and funds
distribution. In essence, this involves separating out major metro areas from the rest of the state
when distributing capital and operating assistance, thus producing ‘metro area assistance’ and
‘non-metro area assistance’ subprograms. This type of separation may be an approach for
Washington to consider, as King County Metro’s capital needs are so great as to potentially
obscure those of other agencies in the state.

9 2018. lllinois Department of Transportation. lllinois Statewide Public Transportation Plan. p. 59.
<http:/ /www.idot.illinois.gov/Assets/uploads/files /Transportation-
System/Reports/OP&P /Statewide%20Public%20Transportation%20Plan%20_%20Final%20Report_2-15-18.pdf>

10 2018. Caltrans. State of Good Repair Program Guidelines Draft Update.
<http:/ /www.dot.ca.gov/drmt/docs/spsgr/2019proposedgl.pdf>
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Maryland

Maryland’s state capital planning is executed through the Maryland DOT (MDOT) Consolidated
Transportation Program. MDOT prioritizes projects that meet federal and other legal mandates
(such as positive train control), support MDOT’s program priorities, meet federal match
requirements to maximize federal grant revenue, and are consistent with existing plans. Although
some quantitative inputs are used to prioritize projects, criteria such as ‘supporting program
priorities’ are flexible and discretionary in nature. Some of Maryland’s transit funding under the
Maryland Metro/Transit Funding Act will be distributed to the Washington Metropolitan Area
Transit Authority (WMATA) as a fixed amount of $167 million per year. This large annual
appropriation was made with the understanding that WMATA infrastructure is essential to the
economic, social, and environmental health of the Washington D.C. metro region, of which
Maryland is an integral part.

Massachusetts

The Commonwealth of Massachusetts distributes capital funding to smaller transit agencies
(called Regional Transit Authorities, or RTAs) on a discretionary basis. To do this, the
Massachusetts DOT (MassDOT) develops strategic priorities for statewide capital planning and
works with its divisions (the MBTA is one division; RTAs are located within the Rail and Transit
Division) to identify specific projects for inclusion in their Capital Improvement Plan. These
funds are targeted towards accomplishing statewide transportation strategic priorities but don't
have specific service provision or SGR goals. MassDOT is currently developing an economic
impact tool that will assist with scoring projectst! and has begun introducing transit performance
measures to its RTA operating assistance program.i2

Pennsylvania

Pennsylvania’s approach to state capital funding is similar to that in other states. Pennsylvania’s
Section 1514 Capital Asset Improvement program distributes funds to applicants for capital
projects based on a number of quasi-objective criteria, including the project’s place in the regional
Transportation Improvement Program, evidence that maintenance and operational costs
associated with the capital improvement are available and sustainable, and local match
availability. Funds are awarded according to priority, which is determined primarily by a capital
project’s amount of state or federal matching funds available.!3

Lessons Learned for Washington State

Although the execution of a potential Washington State transit capital assistance program is not
limited to the practices of other states, the states and methods highlighted here can serve as
examples against which Washington’s values and goals for transit capital assistance can be
measured.

11 2019. Massachusetts Department of Transportation. 2019-2023 Capital Investment Plan Updated.
<https:/ /massdot.maps.arcgis.com/apps/MapSeries/index.html2appid=e209a2776d964e5f9d20e44399cc901a>

12 2019. Massachusetts Department of Transportation. Request for Application: MassDOT Discretionary Funding Program
for Regional Transit Authorities under Section 7 4 of the Fiscal Year 2019 Massachusetts Budget.
<https://malegislature.gov/Bills/190/SD2816.pdf>

13 Pennsylvania General Assembly. Pennsylvania Consolidated Statutes Title 74 Chapter 15.
<https:/ /www.legis.state.pa.us/cfdocs/legis/Ll /consCheck.cfm2txtType=HTM&tt|=7 4&div=0&chpt=15>
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The two general principles behind state capital distributions—formula and discretionary—each
have advantages and disadvantages for Washington State to consider. Formula-based capital fund
distributions may distribute funds more equally, as agencies providing greater amounts of service
or serving populations of concern could receive larger formulaic awards. Discretionary programs
may serve transit agencies more equitably, as agencies can make the case for capital need based
on social and environmental justice principles, or based on goal- and vision-oriented service
plans.

Measuring Service Provision

For any transit agency, capital needs represent the foundation of service—operations are
impossible without buses and the facilities that maintain them. For many Washington agencies,
the cost of capital assets is a barrier to the service provision their community expects. Some
agencies are forced to divert funds that could be spent on capital projects to operating accounts,
while others delay adding service because of a lack of funds for operating bases or passenger
facilities.

Because of this relationship between operating and capital funds, measuring an agency’s service
provision is a potential yardstick against which capital needs can be compared. If an agency is
providing half as many revenue hours as its peers, for example, an objective case can be made that
state capital assistance could help increase service provision. This capital assistance could free up
agency resources to be invested in service provision, or it could enable the construction or
rehabilitation of facilities necessary to enable the needed service provision.

Measuring service provision with fair and consistent measures, however, is a challenge—
Washington is home to many different types of transit agencies, not all of which operate in the
same environment and under the same mandate. King County Metro’s service characteristics—
and associated capital needs—are very different from Twin Transit’s, for example (Figure 3-23).

Figure 3-23  Variation in Washington State Transit Agency Capital Needs
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Left to right: King County Metro’s overcrowded Central/Atlantic Base; Twin Transit's property for a potential small transfer center.

Other states have attempted to quantify this need using simple tools: Caltrans uses measures of
agency revenue and area population, while MassDOT is beginning to experiment with measures
of service expansion to ‘priority populations’. Washington State could use tools such as these to
measure the extent to which an agency’s proposed capital project assists in meeting need, or it
could develop its own methods.
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This report identifies two relatively simple-to-calculate measures that address the problem of
measuring a set of extremely diverse transit agencies for consideration. The measures below are
inherently normalized for each transit agency’s tax district population and can be split across
WSDOT’s existing agency classifications, which further improves comparisons among agencies:

= Revenue hours per capita: Measuring revenue hours per capita in an agency’s taxing
district assesses the extent to which service is being provided to those that pay for it. This
measure is weighted by tax district population when averaged across WSDOT agency
classifications. The measure does not, however, asses the amount or distribution of
residents that have access to the service.

= Percent of tax district residents served: Measuring the percent of tax district
residents that live within a ¥2-mile walk of fixed-route transit identifies the extent to
which transit agencies’ service is distributed throughout their community. This measure
is weighted by tax district population when averaged across WSDOT agency
classifications. The measure does not, however, asses the quality or frequency of service.

The benchmark values shown in Figure 3-24 indicate that increases in tax district population
density are correlated with decreases in revenue hours provided per resident, and—with one
exception—increases in percentage of tax district residents served. The slight dip in percent of tax
district residents served is likely due to the reach of urban systems (such as Community Transit)
into suburban areas, where there are significant levels of density in areas distant from fixed-route
stops; these communities have good park-and-ride access but lower levels of walking access,
which this measurement assesses. The correlation of denser areas with fewer revenue hours per
tax district resident is likely due to more efficient service—residents live in denser areas, where
shorter bus routes serve more people in less time.

Figure 3-24  Potential Measures of Service Provision for Use in Defining Agency Capital Needs

T Revenue Hours per Tax District Percent of Tax District Residents
Agency Classification :
Resident Served

Rural 18 29%
Small Urban 15 45%
Urban 12 42%
King County Metro 0.6 53%
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4 Case Studies
INTRODUCTION

Through the site visits, consistent themes and challenges were identified, particularly among
agencies that fell within the same WSDOT agency classification (Urban, Small Urban, and Rural).
To discuss some of these themes and challenges, six case studies were selected from the state’s
transit agencies—two of each classification and King County Metro. The case studies represent
agencies of various sizes and locations across the state. Agencies were also chosen if they are
dealing with issues that are relevant for agencies across the state, such as Link Transit and their
work with electric vehicles. Each case study provides a summary of the agency’s capital needs,
including information about the agencies’ rolling stock, facilities, financial information, and
planned expenditures.

A summary table of the selected case studies can be found in Figure 4-1. A map of the agencies
can be found in Figure 4-2.

Figure 4-1 Case Study Agencies

Number of Facilities

WSDOT . : Local Sales Tax
Classification Fleet Size and Estimated Rate
Replacement Value
King County Metro 84 facilities
Urban 4,227 . 0.9%
(Seattle) $2.25 billion ’
Spokane Transit 15 facilities 0
Authority (Spokane) Urban 384 $93 million 0.8%
Whatcom Transit it
5 facilities
Authority Small Urban 133 . 0.6%
(Bellingham) $34 million
Link Transit 8 facilities
Small Urban 57 0.4%
(Wenatchee) $27 million ’
Clallam Transit (Port 5 facilities
Rural 86 0.6%
Angeles) $12 million ’
TranGO (Okanogan) Rural 17 No facilities 0.4%

Source: WSDOT
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Figure 4-2 Map of Case Study Agencies
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AN EXAMPLE OF EQUITABLE RAPID GROWTH

KING COUNTY METRO -

SEATTLE, WA

As the state’s largest transit agency, King County Metro (KCM) sets an example for how to
manage expansion while maintaining a commitment to equity and social justice. The agency’s
adopted expansion plan, METRO CONNECTS, calls for a 70% increase in service hours by 2040 to
provide frequent transit service within % mile of 73% of the residents in King County. With KCM’s
first commitment being to keep existing assets in good working order, the METRO CONNECTS vision
calls for significant additional capital investment in fleet and facilities, which will require additional
federal and state grants, local funding, and partnerships.
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121,000,000

PASSENGER TRIPS

ROLLING
STOCK

The agency’s fleet of heavy-duty vehicles
is 78% hybrid diesel-electric and includes
174 electric trolley buses—the only such
fleet in the state. On average, KCM’s heavy-
duty buses have 40% of their useful life
remaining, the third-highest average in the
state and a testament to a robust capital
planning process. KCM’s replacement
schedule for existing vehicles totals
approximately $1.2 billion through 2028,
including $180 million in electric trolley bus
replacement in 2027 and 2028. KCM also
has eleven 40’ battery electric buses in
revenue service and is currently leasing and
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testing 40’ and 60’ articulated battery-electric
extended-range buses, with a purchasing
target for 120 such buses in 2020. KCM
anticipates retiring its remaining diesel buses
this year and is planning for a fully zero-
emission fleet by 2040.

FACILITIES

Base capacity remains one of the chief factors
that limits additional fixed-route service
expansion. KCM operates out of seven bases
and maintains multiple transit centers, supply
centers, park-and-rides, and passenger
facilities throughout King County. The costs
to maintain these facilities in a State of Good
Repair averages $40 million per year. Planned
spending to expand base capacity to support

fleet growth and electrification is estimated to be $1.2 billion
between now and 2030. Extensive trolley bus infrastructure
includes substations and overhead catenary wire, requiring
specialized equipment and personnel to support the large
zero emissions service. KCM has historically shared costs for
maintainance of the Downtown Seattle Transit Tunnel facility,
responsibility for which is shifting fully to Sound Transit
except for some minor equipment located in the tunnel that
continues to support KCM trolley bus operations.

FINANCIAL
INFORMATION

KCM’s approximately $1.5 billion annual budget is currently
supported through a 0.9% sales tax in King County, property
taxes, payments from Sound Transit and the City of Seattle
for service provision, fares, and other sources. From 2012-
2017, only 1.5% of KCM’s capital funding came from the State.
Although KCM has grown rapidly in recent years, the agency
has planned to support its added service with appropriate
levels of maintenance and operations funding, an approach to
ensure financial sustainability in a future recession.

ADOPTED
EXPANSION PLAN

The METRO CONNECTS vision calls for $11 billion in capital
investment between 2018 and 2040, 11% of which would

be for vehicles, 9% for passenger facilities, and 6% each for
transit centers, bus bases, and park-and-rides. The remaining
funding is allocated to Corridor Improvements, Major Regional
Projects, Non-Motorized Access, Technology, and Other
Facilities. Existing revenue sources are forecast to be available
to fund approximately 30% of the capital investments and
50% of the operational costs of this service expansion.

HEAVYDUTY 1491 40%
LIGHT DUTY 617 35%
VANPOOL 2118 33%

MOABFACILITIES 17
PARK-AND-RIDES 18
TRANSIT CENTERS 3

PASSENGER 6
FACILITIES

INFRASTRUCTURE 36
OTHER 4

$125M




MOVING FORWARD IN THE INLAND EMPIRE 4\l

SPOKANE TRANSIT | gy

CAPITAL FUNDING SOURCES

AUTHORITY
SPOKANE, WA

% " STATE
Spokane Transit Authority (STA) is the only transit agency in eastern Washington with ambitious B FEDERAL
plans for service expansion that are nearly fully funded. The STA Moving Forward plan aims to improve
transit network performance by improving frequency, reliability, and passenger amenities. The plan
includes significant vehicle fleet expansion and four new or expanded transit centers. Improvements are FINANCIAL

INFORMATION ROLLING STOCK

funded through a voter-approved sales tax increase of 0.2% passed in November 2016.

RIS ROLLING
DISTRICT STOCK

g STA is planning for a significant fleet

o000 expansion within the next 10 years, including
"" purchase of electric vehicles to operate
the Central City Line, an urban Bus Rapid
Transit service in the heart of the city. STA is
also facing immediate vehicle replacement
needs with 22 vehicles beyond scheduled
replacement. At the same time, new local
'Q' funding available for replacement and
expansion have helped STA secure state
and federal grants to further leverage local

°/° revenues.
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FACILITIES

STA currently owns and maintains three
MOAB facilities, eight park-and-ride lots,

and four transit centers including STA Plaza
in downtown Spokane. STA has significant
maintenance and operations facility capacity
constraints; they are currently constructing a
new maintenance facility and storage garage
adjacent to an existing base and considering
another property to meet additional capacity
needs.

STA collects a local sales tax of 0.8% (as of April 1, 2019) to

fund transit operations and capital programs. The majority # OF %ULB ' - #BEYOND
of STA’s capital funding (64%) over the past five years TYPE VEHICLES REMAINING  ULB
was derived from local sources. In 2015, STA initiated a

fleet replacement program account, which allocates the

proportional cost of a vehicle replacement annually over

the course of its useful life. This process smooths out the

funding lumps that are typical in many capital programs. STA

has generally been successful in pursuing WSDOT Regional

Mobility Grants; however, reductions in funding from the

federal capital programs have been noticeable.

FACILITIES

PLANNED #OF  %ULB  #BEYOND
EXPENDITURES TYPE FACILITIES REMAINING  ULB

While STA has significant expansion plans included in

STA Moving Forward, the plan is also about preserving,
maintaining, and improving current services. Of the newly-
generated revenue associated with the sales tax increase, 23%
will be used to maintain existing services, 33% to improve
existing services, and 44% to provide new services. These
service improvements include 26 new expansion vehicles and
will also require additional maintenance and storage facilities.
Additionally, STA is planning two new transit centers, one

station,- and several park-and-ride lots to accompany service ESTIMATED AVERAGE ANNUAL
expansion. REPLACEMENT COSTS



SUSTAINABLE SERVICE EXPANSION

WHATCOM TRANSPORTATION

AUTHORITY cccomonamws

Whatcom Transportation Authority (WTA) is planning small, incremental o
service improvements to maintain long-term, sustainable service. The

agency strives to identify reliable funding for new vehicles and service to avoid
implementing improvements that cannot be sustained due to insufficient

funding. WTA plans to phase implementation of upcoming service improvements.

800 wm:
200,000

PEOPLE

150,000

REVENUE HOURS

4,000,000

PASSENGER TRIPS

ROLLING
STOCK

While several vehicles that are beyond their
ULB, all vehicles are in in a state of good
repair. WTA continually performs life-cycle
and running cost analyses to determine

the costs and benefits of performing long-
term vehicle maintenance versus replacing
vehicles. These processes are used to
regularly assess the efficacy of their ULB and
make adjustments as necessary.

The agency has invested in eight hybrid
diesel-electric vehicles. Diesel coaches
comprise the remainder of the heavy-duty
vehicle fleet.

FACILITIES

WTA’s MOAB is located in Bellingham. The
agency also owns and maintains four transit
stations and park-and-ride lots: Bellingham
Station, Cordata Station, Ferndale Station,
and Lynden Station. The service capacity of
passenger facilities, particularly Bellingham
Station, are a key constraint on the agency’s
ability to expand peak period service, in
addition to capacity at WTA’s MOAB facility.

FINANCIAL
INFORMATION

WTA relies heavily on local funding to meet capital needs.
Between 2013-2017, no capital expenditures were made with
state funding. The agency currently relies on federal formula
funding and local funds to purchase five to six new vehicles
per year—not sufficient for meeting full vehicle replacement
needs. While WTA has reported an increase in federal formula
funds, elimination of earmarks has left the agency with an
aging fleet and no identified long-term funding source for full
vehicle replacement and expansion.

PLANNED
EXPENDITURES

WTA is currently analyzing needs for expansion and has
identified capital funding for both expansion vehicles and
facilities as a key constraint. Expanding service for WTA
would require additional storage and maintenance facilities,
as well as an expansion of Bellingham Station, which is
currently at capacity during peak hours. The highest funding
priorities for the agency are to meet fleet replacement needs,
identify funding for potential fleet expansion, invest in fleet
electrification, and continue developing already-acquired land
for an expanded maintenance facility.

HEAVY DUTY
LIGHT DUTY
VANPOOL

MOAB FACILITIES
TRANSIT CENTERS

61
42
30

1
4




LEADING THE CHARGE IN ELECTRIC VEHICLES

B 2
I I PR 1
WENATCHEE, WA ; “’/ r a : e

Link Transit is a leader among Washington State transit agencies in the development and testing of
heavy-duty electric vehicles and chargers. The agency has invested in electric vehicles for over eight
vears, facing challenges ranging from regional temperatures, manufacturer extinction mechanical
failure, and a limited power grid. During this time, Link has focused their capital budget on keeping

vehicles and facilities in good repair instead of expanding service. With the second largest service area rlllgégﬁlAA'l!-l ON
in the state, the agency could benefit more residents with additional funding for service expansion.

Link collects a 0.4% local sales tax to fund transit operations

and capital programs. More than half (55%) of the agency’s

capital expenditures over the last five years came from local
FACI LITI Es sources. Remaining expenditures were derived from federal
funds, including electric vehicle grants. The agency did not
receive any state funding for capital expenditures over this

ROLLING
STOCK

The agency owns passenger and

3,700 w: The agency has aggressively pursued use of administrative facilities at their main transit time period.
electric vehicles to meet state goals, and due center, three park-and-rides, and a central
10,000 to the availability of inexpensive, renewable MOAB facility. The transit center and MOAB

PEOPLE electric hydropower. Link has experienced a facility have undergone recent remodels
series of mechanical and technical issues in to keep in a state of good repair. The

moving to a zero-emissions fleet, including agency also owns various electric vehicle

replacing vehicles twice due to charging issues facilities, including transformers and switch
and replacement parts availability as the ’

manufacturer of the first generation electric gee.lr., _and may need tq invest in additional PLAN N E D
80!000 buses ceased to exist. Extreme temperatures in faahhe_s _to keep up _W'th t.he power needed EXPE N D ITU RES
REVENUE HOURS the region have proved challenging for charging for gddltlonal_electrlc vehicles. A notable
batteries and created somewhat unpredictable ~ achievement in 2018, the agency became the Link has more than $28 million in planned expenditures
(JleJele) e elo)  conditions for vehicle range, resulting in buses  first locationin North America to successfully in their 2017-2022 Transportation Development Plan, of
PASSENGER TRIPS that are unable to serve the entire length of Install_and op_erate a wireless on-line which 60% is funded. A significant portion (83%) of these
some of the system’s long routes. charging station. expenditures are planned to preserve existing facilities and
vehicles. The agency also plans to invest in facility expansion
within that time period. In recent years, the agency has
focused much of their capital budget on maintaining a state
™ g = of good repair for vehicles and facilities instead of adding
R P N - Gor additional service.

To pursue additional funding for service expansion, the

& : ; agency plans to seek an additional 0.2% sales tax in August
' 2019. With this additional funding, the agency could fund a
3 |.u||gm‘H‘ 50% expansion of service, which also requires a significant

; ’ = ) . . , expansion of operations and maintenance facilities and bus
f 5 l q a prmmem— fleet.

95%8 459

HEAVY DUTY 3 8%
LIGHT DUTY 26 36%

MOAB FACILITIES 4 69%
PARK-AND-RIDES 3 61%
TRANSIT CENTERS 1 63%

$2M
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A STRAIT SHOT FOR SUCCESS

CLALLAM TRANSIT

PORT ANGELES, WA

Clallam Transit System (CTS) is a rural transit agency covering a medium-sized service area with

a relatively small tax base to provide local funding, resulting in a heavier reliance on state and
federal grant programs. As a result, the agency has a less consistent revenue stream for capital and
operations. While ridership continues to increase on some routes, expansion is limited by the ability
to generate sustainable local operating revenue. Similar agencies may also be in a position of being
unable to meet potential demand for transit service without securing consistent, additional funding.

FINANCIAL
INFORMATION

CTS collects a 0.6% local sales tax to fund transit operations

2,7000 w:
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PASSENGER TRIPS

ROLLING
STOCK

CTS owns a number of vehicles beyond their
useful life, and the fleet has a remaining ULB
of 29%. In response to the industry’s move
toward alternative fuel sources, CTS has
invested heavily in propane for light-duty
vehicles; however, limited storage capacity
requires daily propone deliveries.

FACILITIES

CTS owns a MOAB in Port Angeles, WA and
multi-use transit centers and passenger
facilities in Forks, Sequim, and Port Angeles.
The agency leases a light maintenance
facility in Forks, which is used for general
and preventative maintenance needs.

The existing facility in Port Angeles was
constructed for 50 vehicles and now holds
nearly 80, constraining the agency’s ability
to store and operate additional vehicles.

and capital programs, which is limited by the small size

of the taxing district population. Generally, CTS does not
directly apply for any federal grant funding, but relies on the
Consolidated Grant Program administered by the state and
is planning to pursue grant funding for expanded weekend
service.

However, as the state’s grant requirements have started
incentivizing electric vehicle investment, the grant programs
have become less suited to the agency’s needs. CTS is a rural
service provider, which operates several long-distance routes
that cannot reliably be served by the existing electric vehicle
technology.

PLANNED
EXPENDITURES

The agency has determined that small, incremental service
efficiencies will be more beneficial than a substantial
expansion since local sales tax revenue is not sufficient to
sustainably expand service at this time.

Ridership is increasing in a few locations of the service area,
including in Sequim and on the Strait Shot service connecting
Port Angeles and the Bainbridge Island Ferry Terminal.
Improving service frequency on these routes would require
additional capital funding to add more vehicles during peak
service, in addition to reliable operating funding.

HEAVY DUTY
MEDIUM-DUTY
LIGHT DUTY
VANPOOL

MOAB FACILITIES
TRANSIT CENTERS




TRANSIT PIONEERING IN THE BIG WOODS

TRANGO

OKANOGAN, WA

Okanogan County Transit Authority (TranG0) is one of WA’s newest transit agencies and has the largest
service area in the state. In the four years since operations began, the agency has dedicated nearly
all capital investments to the transit fleet, while forgoing major expenditures on maintenance and

operations facilities. The agency plans to expand and improve service but will need additional funding for

vehicles and facilities. Rural transit agencies, such as TranG0, are often impacted by the capital needs of
their service providers. This need is not accounted for in this study’s inventory of capital assets.

5,000 wr
40,000

PEOPLE

15,000

REVENUE HOURS

60,000

PASSENGER TRIPS

ROLLING
STOCK

TranGO has a fleet of 17 vehicles, made up
of medium-duty and vanpool vehicles. The
agency is planning to replace three vehicles
in the next year that are close to the end of
their useful life.

The agency contracts two routes to a local
non-profit service provider, which owns

an additional 10 vehicles, many paid for

with state funds prior to the establishment
of TranGO. Many of these vehicles will

soon need replacement. This is a common
situation among rural transit providers and is
a capital need that impacts transit operators
ability to provide service.

FACILITIES

TranGO leases all of its facilities, including its
operations and administration building and
vehicle storage areas. Currently, all vehicles
are stored in uncovered lots throughout the
service area. For minor maintenance, TranGO
sends vehicles to local auto repair shops.

For larger work, the agency sends the buses
and two drivers to Wenatchee. This process
often renders vehicles out of service for
significant periods of time and can cost the
agency significant labor hours due to vehicle
transport. The agency is in the process of
installing bus stop shelters throughout the
county.

FINANCIAL
INFORMATION

TranGO collects a 0.4% local sales tax to fund transit
operations and capital programs. Between 2014-2017, no local
funds were spent on capital expenditures. A large majority
of expenditures (90%) were derived from state funding,
including Rural Mobility funds. The remaining 10% came from
federal sources. The agency has not competed for WSDOT’s
Regional Mobility Grant Program because of the way the
program evaluates competitiveness based on a reduction

of vehicle miles traveled. Considering an alternate way of
defining need, such as access to healthcare, would help the
agency’s grant program success.

PLANNED
EXPENDITURES

Aside from short-term vehicle replacements, the agency has
no significant planned expenditures. Longer-term, there is
interest in expanding routes and adding park-and-ride lots.
Potential service expansion includes a route from Okanogan
to Wenatchee, which may be eligible for state or federal
intercity transit grants because it fills a gap in the existing
inter-county transit network. At this time, the agency is
determining the feasibility of @ maintenance and operations
facility. Constructing or purchasing this facility is a top priority
for the agency. The agency currently has some reserved
funding for replacement vehicles and facility expansion, but
will need additional funding to bring their projects to fruition.

MEDIUM-DUTY 10 28%
VANPOOL 1 34%

TRANGO OWNS NO FACILITIES




WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

5 Assessment and Evaluation of
Potential Revenue Sources

INTRODUCTION

The purpose of this chapter is to:

= Identify capital replacement, preservation, and expansion costs under several potential
funding scenarios.

= ldentify and evaluate potential funding sources that could be used to create more capital
funding capacity so that existing local sources can be dedicated to service delivery.

= ldentify potential policy options, funding requirements, and expected outcomes for
consideration.

It is typical for projected costs of transit capital projects to exceed the available federal funding.
The difference between available federal funding and projected costs is an identified funding gap
that has to be filled by state and local sources. The existing state and local funding mechanisms
may be insufficient to fully bridge this funding gap. Thus, this chapter evaluates the effectiveness
of potential alternative revenue sources.

Figure 5-1 summarizes the estimated capital replacement and preservation costs and expansion
costs in the State of Washington between 2019 and 2028. As part of this study, planned and
estimated capital costs for each of the 31 study agencies were aggregated to the agency
classification level.

On a statewide basis, the study identifies multiple scenarios and costs, including replacement and
preservation costs of $2.104 billion, service restoration (combined with replacement and
preservation) costs of $3.972 billion, and planned expansion (combined with replacement and
preservation) costs of $5.979 billion in transit capital needs.

Nelson\Nygaard Consulting Associates, Inc. | 5-1



WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

Figure 5-1 Statewide Replacement and Preservation Capital Needs and Funding Gaps, 2019-2028 (millions

of dollars)
Estimated Estimated
Agency Projected Status Quo | Replacementand | Replacement and
Classification Capital Funding Preservation Preservation
Costs Funding Gap
King County Metro $2,011 $1,250 -
Urban $1,011 $480 -
Small Urban $259 $272 $13
Rural $97 $102 $5
Statewide $3,379 $2,104 -

Figure 5-2 Statewide Service Restoration and Planned Expansion Capital Needs and Funding Gaps, 2019-
2028 (millions of dollars)

Service Planned

PO Restoration Service Expansion PLEE
Agency Status Quo and Restoration and Expansion
Classification Capital . Funding
: Replacement | Funding Gap | Replacement

RUmElT Costs Costs CEl
King County
Metro $2,011 $2,431 $420 $3,700 $1,689
Urban $1,011 $1,092 $81 $1,750 $739
Small Urban $259 $323 $64 $378 $119
Rural $97 $126 $29 $151 $54
Statewide $3,379 $3,972 $593 $5,979 $2,501

Figure 5-3 Summary of Capital Funding Scenarios (in millions of dollars)

Scenario | 10-Year Cost | Average Annual Cost
Estimated Status Quo Replacement Costs $2,104 $210
Replace Vehicles Beyond ULB $503 $50
Service Restoration Capital Costs $3,972 $397
Planned Expansion Capital Costs $5,979 $598
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WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

Key Findings

Local sales taxes for transit are generating 80% of their statutorily-enabled
limit statewide. There is approximately $278 million in remaining annual local sales
tax revenue capacity if every agency in the state receives voter approval for a 0.9% sales
tax. Almost half of this untapped capacity ($137 million) is in Urban agency jurisdictions.

Increased reliance on sales tax has made bus service delivery more
dependent on economic conditions. Local sales taxes are volatile, and an increased
reliance on them results in significant ebbs and flows in capital funding availability.

Current legislation only allows one type of local taxing authority to be used at
any given time. Since most agencies levy local sales taxes, they are not currently able to
use other local taxing options, such as a household excise tax or employer excise tax.

A carbon fee, a payroll tax, or a transportation package approach have the
highest feasibility to raise significant levels of revenue. All three approaches tap
large tax bases, employ low tax rates, and are relatively feasible in terms of financial
capacity, administrative ease, and geographic equity.
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WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

Existing Funding Sources

In addition to identifying potential revenue sources for transit funding, it is also imperative to
review the existing sources currently available to agencies. These funding sources are broken
down by local, state, and federal according to oversight and administration of the funding. Figure
5-4 provides a list of available funding sources, whether they are being used or not; for example,
there are a number of local funding sources that are available but not used due to legislative
restrictions limiting agencies to a single local funding source.

A detailed description of each funding source and the extent to which it is used by each agency
classification can be found in Appendix C.

Figure 5-4 Existing Funding Sources by Type

Type Funding Source

= Farebox Revenue

= Sales and Use Tax

= Business and Occupation Tax
= Household Excise Tax

= Property Tax

= Employer Excise Tax

Local

= New Revenue Grant Programs

= Consolidated Grant Program

= Formula Grant Program

= Regional Mobility Grant Program
= Vanpool Investment Program

= Sales Tax Equalization

State

= Section 5307 Urbanized Area Formula Funding

= Section 5309 Capital Investment Grants

= Section 5310 Enhanced Mobility of Seniors & Individuals with Disabilities
Federal = Section 5311 Formula Grants for Rural Areas

= Section 5316 FTA JARC Program

= Section 5337 State of Good Repair Grants

= Section 5339 Bus & Bus Facilities Infrastructure Investment Program
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WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

Evaluation Criteria

A basic assumption is that the state will want to maximize the amount of funding it can obtain
from federal sources to reduce the burden on state and local funding for transit capital. For local
and state funding mechanisms, however, there are tradeoffs and decisions to be made. Some
evaluation of the relative performance of funding mechanisms should be done to inform policy
discussions. Expanding existing funding mechanisms and developing new funding mechanisms
dedicated to transit capital will have different abilities to generate revenue sustainably.

This section identifies and defines key funding evaluation criteria and illustrates how each
funding source could be evaluated in quantitative or qualitative terms. For any funding
mechanism, there are tradeoffs and local decisions that must be made.

The suggested evaluation utilizes five criteria based on experience with similar projects in other
jurisdictions and the specific needs of the legislature:

= Legislative Context — Evaluates the extent to which the funding mechanism is legal, or
the ease in which the mechanism may be implemented due to legal requirements.

= Capacity — Evaluates how much revenue the mechanism is capable of generating. In this
section, Capacity Coverage represents the ability of a given funding mechanism to cover
the projected costs in a given funding scenario. This metric is expressed as a percentage
of the average annual capital costs associated with the funding scenario.

= Efficiency — Evaluates the extent to which net revenues are impacted by collection costs,
accounting for timing, administrative ease, stability, and predictability of funding and
collection.

= Equity — Evaluates the extent to which the charges that fund the improvement are tied to
the users who receive benefits from the improvement.

= Economic Competitiveness — Evaluates where the funding burden is distributed at a
jurisdictional and commercial level.

Potential Funding Approaches

Potential funding sources can take a variety of forms, with varying levels of revenue-generating
capability, usefulness, and effects on different populations. This section groups funding
approaches into three categories that consider either specific tax tools or programmatic
approaches to funding transit capital, including:

= Expand Local Sources with Existing Funding Tools. This approach covers the
remaining capacity in the existing sales tax mechanism, as well as options for expanding
the use of tax mechanisms enabled by current state legislation.

= Increase State Sources through Dedicated Taxes. This approach covers new tax
revenues resulting from the creation of new taxing authority at the state level.

= Increase State Sources through Allocated Funding. This approach discusses
enhancements to the state’s programmatic approach to funding transportation through
transportation revenue packages.

State and local mechanisms for funding transit capital needs are those that can be applied at the
city, county, regional, or state level. These mechanisms can typically be put into action without
federal approval, though many require the approval of local voters or direct legislative action to
enable them.
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WASHINGTON STATE TRANSIT CAPITAL NEEDS ASSESSMENT

EXPAND LOCAL SOURCES WITH EXISTING FUNDING TOOLS

This approach assesses the remaining capacity in the existing sales tax as well as options for
expanding the use of tax mechanisms enabled by current state legislation.

Remaining Sales Tax Authority

RCW 82.14.045 allows for a city, county, or PTBA transit agency to impose a voter-approved sales
tax up to a 0.9% to fund transit service. Thirty of the 31 transit agencies have exercised this option
with local voters. Instead of a sales tax, Pullman Transit uses its city tax authority to level a 2%
utility tax. Three agencies (Community Transit, Intercity Transit, and Kitsap Transit) have been
granted additional sales tax authority by the state legislature as part of the Connecting
Washington Transportation Package for specific purposes. Of the 31 agencies, six have exhausted
their taxing authority of the 0.9%. The remaining sales tax revenue is shown in Figure 5-5 based
on 2017 annual taxable retail sales data.

Figure 5-5 Remaining Sales Tax Authority for Transit Agencies (millions of dollars)

Agency Classification 2017 Revenues Remaining Capacity Percent of Capacity Used
King County Metro $579 $0 100%
Urban $377 $137 73%
Small Urban $141 $102 58%
Rural $45 $39 53%
Statewide Total $1,142 $278 80%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

In 2017, transit agencies raised approximately $1.14 billion through the sales tax. All of the
remaining capacity resides in Urban, Small Urban, and Rural agencies. King County Metro is the
largest single generator of this tax and has exhausted its current sales tax capacity. There is only
$278 million of remaining capacity statewide, approximately 20% of the theoretical legislative
limit.

Potential tax revenues are not always additive. In some cases, if one source is chosen, it precludes
the use of other sources. For example, Pullman Transit levies a utility tax and is ineligible to enact
an additional local sales tax—in effect, the agency is forced to choose between potential funding
mechanisms. Additionally, there is significant competition for local sales tax revenue for other
types of activities and spending. Multiple programs attempting to access the same tax base creates
additional challenges associated with accessing this additional capacity.

Legislative Context. This tax is currently enabled for all of the study agencies. The legislature
has historically adjusted the sales tax rate to accommodate specific agency transit needs. Agencies
planning on using existing sales tax capacity would still be required to ask voters to authorize
additional sales tax funding.

Capacity. Figure 5-6 summarizes the remaining sales tax coverage relative to the average annual
capital costs associated with each funding scenario.
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Figure 5-6 Comparison of Capital Costs Relative to Sales Tax Capacity (millions of dollars)
: Average Annual Remaining Sales :
Scenario Capital Costs Tax Capacity Capacity Coverage

Status Quo $210 $278 132%
Replace Vehicles 0

beyond ULB $50 $278 556%
Service Restoration $397 $278 70%
Planned Expansion $598 $278 46%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. Increased reliance on sales tax has made bus service delivery more dependent on
economic conditions. Sales tax is volatile; receipts can vary substantially with the ups and downs
of the state and regional economy. Very little administrative costs would be added since there is
an existing administrative apparatus that levies, collects, and remits the tax revenues. Due to the
quarterly distributions of sales tax revenues from the state treasurer, there is very little time lag
for agencies in getting their funds.

Equity. Washington relies more heavily on high sales taxes than most other states. Washington's
tax structure is generally regressive, with the lowest income households paying a higher percent
of income for total excise and property taxes and the highest income households paying a smaller
percent of income for the same taxes. Sales tax is the main cause of this regressive impact. The
impact of the regressive tax also falls harder on low-income and minority populations. Relying on
a sales tax for additional funding further pushes the balance of state and local funding toward
local sources.

Economic Competitiveness. Washington has one of the highest sales tax rates and one of the
broadest sales tax bases in the nation. The high sales tax creates a significant incentive to shop out
of state and causes competitiveness problems for Washington retailers. The combination of
Washington's high sales tax, the absence of a sales tax in Oregon, and the relatively low sales tax
in Idaho causes retail trade and, consequently, sales tax revenues in the counties bordering
Oregon and Idaho to be very sensitive to changes in sales tax rates.

Household Excise Tax

Agencies that currently use the sales tax are not allowed to levy this tax. Currently, only the City of
Pullman is allowed to levy this tax pending approval from a vote of the jurisdiction’s residents.
The household excise tax is levied and collected from all persons within the area. The excise tax
cannot exceed one dollar per month for each housing unit ("housing unit" means a building or
portion thereof designed for or used as the residence or living quarters of one or more persons
living together, or of one family).

Legislative Context. This tax is currently not available to most transit agencies. The legislature
would have to act to allow this tool. Subsequently, agencies planning on using this tool would be
required to ask voters to authorize additional funding.

Capacity. Figure 5-7 summarizes the household excise tax coverage relative to the funding
scenarios. The majority of the capacity would be generated by King County Metro and Urban
agencies. However, those agencies have less capacity coverage than the Small Urban and Rural
agencies.
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Figure 5-7 Comparison of Capital Costs Relative to Household Excise Tax Capacity (millions of dollars)

Scenario Aéera}ge Annual Remaining S_ales Capacity Coverage
apital Costs Tax Capacity
Status Quo $210 $28 13%
E:fﬁﬁegides $50 $28 56%
Service Restoration $397 $28 %
Planned Expansion $598 $28 5%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. A household excise tax would provide some stability to revenues as household
changes vary less during changes in economic conditions. A significant administrative cost would
be added since there is no administrative apparatus that levies, collects, and remits a tax of this
type in Washington. A monthly fee would also address any revenue timeliness issues and would
be more immediately available for transit spending.

Equity. Like the sales tax, a household excise tax has some regressive elements to it since high-
and low-income households would pay the same amount. It would be less regressive than a sales
tax since the amount of the tax is smaller. Relying on a household excise tax for additional
funding further pushes the balance of state and local funding sources toward local sources.

Economic Competitiveness. A household excise tax would likely not impact economic
competitiveness in dramatic a way since the cost of the tax is low and spread widely amongst all
households.

Employer Excise Tax

All transit authorities may submit an authorizing proposition to the voters to impose an excise tax
of up to two dollars per month per employee on all employers located within the applicable
jurisdiction. The rate of tax must be approved by the voters. Again, agencies that currently use the
sales tax are not allowed to levy this tax.

Legislative Context. This tax is currently not available to most transit agencies. The legislature
would have to act to allow this tool. Subsequently, agencies planning on using this tool would be
required to ask voters to authorize additional funding.

Capacity. Figure 5-8 summarizes the household excise tax coverage relative to the funding
scenarios. The majority of the capacity is generated by King County Metro and Urban agencies.
However, those agencies have less capacity coverage than the Small Urban and Rural agencies.
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Figure 5-8 Comparison of Capital Costs Relative to Employee Excise Tax Capacity (millions of dollars)

Scenario Aéera}ge Annual Remaining S_ales Capacity Coverage
apital Costs Tax Capacity
Status Quo $210 $73 35%
E:fﬁﬁegides $50 $73 146%
Service Restoration $397 $73 18%
Planned Expansion $598 $73 12%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. An employee excise tax would produce more variable revenues as employment
changes in relationship to economic conditions. A significant administrative cost would be added
since it is likely it would require some additional administrative activity to levy, collect, and remit
a tax of this type in Washington.

Equity. The employee excise tax will make low-wage jobs relatively more expensive. This is
because the flat tax approach will account for a larger share of labor costs on the low end of the
wage scale, compared to high-wage jobs. Employees at the higher end of the wage spectrum face a
comparatively lower tax increase. Relying on a sales tax for additional funding further pushes the
balance of state and local funding sources toward local sources.

Economic Competitiveness. Local tax policies change the operating costs for firms and can
influence the economic competitiveness of a jurisdiction. Although competition does occur
regionally, public policy decisions such as changes in local taxes can have a strong influence on
business location decisions between jurisdictions where a firm is able to retain access to the same
workforce while avoiding the tax incidence. This affect is more likely to be apparent in industries
where the operations or employees do not face high moving costs.

INCREASE STATE SOURCES THROUGH DEDICATED TAXES

Carbon Tax or Fee

A carbon tax is a fee that a government imposes on any company that burns coal, oil, or gas (some
form of fossil fuel. The purpose of a carbon tax is to reflect the true cost of burning carbon. When
carbon-rich fuels are burned, they produce greenhouse gases, which contribute to global warming
by heating the atmosphere. The tax is intended to correct an undesirable or inefficient market
outcome and does so by being set equal to the social cost of the negative externalities—in this
case, the social costs of carbon.

This analysis does not propose any specific arrangement of a tax or fee. However, the 2019 SB
5971 contemplates a carbon pollution fee that would be imposed on the sale or use of all fossil
fuels within the state. This analysis uses the specification of the bill and corresponding fiscal note
to provide an example of capacity and issues surrounding a carbon fee or tax.

Legislative Context. This tax is not currently enabled by the state of Washington. The
legislature would have to act to allow this tool. SB 5971 anticipates that the fee would start on July
1, 2020, at a rate of $15 per metric ton of CO2.
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Capacity. The fiscal note for the current bill anticipates that it would raise approximately $818
million in FY 2021. This is a significant amount of revenue and in excess of the capital cost
requirements for the state’s transit agencies in all of the funding scenarios.

Figure 5-9 Comparison of Capital Costs Relative to Carbon Fee Capacity (millions of dollars)

Scenario Avera}ge Annual Remaining S'ales Capacity Coverage
Capital Costs Tax Capacity
Status Quo $210 $817 389%
E:f(')?]fflfgi‘:'es $50 $817 1624%
Service Restoration $397 $817 206%
Planned Expansion $598 $817 137%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. A carbon tax would produce some variability in revenues as changes in the
consumption of fossil fuels vary with employment changes and economic conditions. A significant
administrative cost would be added since it would likely require additional administrative activity
to levy, collect, and remit a tax of this type in Washington.

Equity. A carbon tax would fall to all consumer classes. There could be equity issues around this
tax, especially if lower income households bear a larger burden of the tax based on their
consumption patterns. However, recent work in this space have suggested that the potential for
regressivity of a carbon tax may be overstated. Regardless, it will be an issue for policy makers to
address.

Economic Competitiveness. A robust carbon fee could slow economic activity and thus
reduce other government revenues. The size of that effect depends on the broader macroeconomic
impacts of a carbon tax and the state level effects of how the revenue is used. Regional or sub-
national carbon pricing poses challenges that stem from the manipulation of comparative
advantage in the broader economy. Carbon pricing will introduce a new production cost for only
the firms located in one part of the country or economic union. Relative to firms in non-taxed
jurisdictions, taxed firms can be placed at a competitive disadvantage. Market forces will
incentivize both the local firms to shift production out of the region and outside firms to increase
their market share by capitalizing on a new relative cost advantage.

Transportation Network Company (TNC) Fees

Many states have begun to regulate TNCs and their drivers. As part of that process, fee and
taxation issues have arisen. One way the State of Washington could tax TNC use is through a
public utility tax. Most TNC-affiliated drivers are considered self-employed and not employed
under a business as a covered employee. Thus, their business entity is subject to Washington
State business taxes.

The public utility tax is a tax on a business’s gross receipts or total income, which in the case of a
TNC is a driver’s gross ride revenue. Some deductions can be made so the taxable income can be
less than the total income. A driver either files under the Urban Transportation or Motor
Transportation category, which have different rates and definitions.
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= Motor Transportation Business. A business that operates a motor vehicle that
conveys people or property for hire (excludes Urban Transportation Business and
conveyance of logs). The 2018 rate for the tax is 1.926% of gross receipts.

= Urban Transportation Business. A business that operates any vehicle to convey
people or property for hire either: within one city’s limits, within five miles of one city’s
limits, or within and between cities, whose city limits are less than five miles apart, or
within five miles of those cities. The 2018 rate for the tax is 0.642% of gross receipts.

Figure 5-10  Receipts and Taxes for Local/Suburban Transit Public Utility Tax, 2017 (millions of dollars)

Local/Suburban Transit Tax Rate Gross Receipts Taxable State Tax
Motor Transportation 1.93% $738 $279 $5.3
Urban Transportation 0.64% $333 $227 $1.4

Source: Washington State Department of Revenue, 2019

Legislative Context. Currently, there is no statewide fee on transportation network companies
or on riders of the services. In Massachusetts, a $0.20 per ride fee raised approximately $26
million in 2018. Seattle currently charges fees of $0.14 per trip to cover the cost of TNC licensing
and $0.10 per trip to support taxi wheelchair accessibility. In 2018, Uber and Lyft made 32.6
million trips in King County alone. A $0.24 fee on that trip base would have generated $7.8
million in 2018. Whether through a fee or a gross receipts tax increase (through the public utility
tax) some form of state legislative action would be required.

Capacity. A doubling of the rate of taxes in both categories of the public utility tax from the 2017
data would produce an additional $6 million in revenue capacity. Based on King County’s ride
share data, a $0.24 fee generates $7.8 million.

Figure 5-11  Comparison of Capital Costs Relative to Public Utility Tax Capacity (millions of dollars)

Scenario Avera}ge Annual Remaining S_ales Capacity Coverage
Capital Costs Tax Capacity
Status Quo $210 $6 3%
Repioce vl 350 5 125
Service Restoration $397 $6 2%
Planned Expansion $598 $6 1%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. Given the newness of ride sharing services, it is not clear how taxes on these services
will vary under different economic conditions. Additionally, some new administrative costs at the
statewide level will be necessary to collect and remit these fees. As a statewide tax, this source of
funding would move the transit capital burden away from local sources.

Equity. Fees and taxes on ridesharing services do not raise taxes significantly. These fees are
applied as part of the delivery of services. These services are also typically consumed by higher-
income households. From a geographic perspective, most ridesharing services are purchased in
urban settings more broadly than within a specific area or jurisdiction. As a statewide tax, this
source of funding would move the transit capital burden away from local sources.
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Economic Competitiveness. Small fees and taxes on ride sharing proceeds are not likely to
raise economic competitive issues for the state. However, TNCs may see increased taxation as a
competitive challenge.

Transit Payroll Tax

The State of Oregon enacted a statewide payroll tax dedicated to transit funding, which functions
as a tax at some rate on payroll wages. Employees are responsible for paying the tax, and
employers withhold the tax from employees’ wages. If adapted in Washington, this would include
state residents and nonresidents who perform services in Washington.

Legislative Context. Washington State does not currently have a general payroll tax. However,
it does levy a very similar program. The Paid Family and Medical Leave Program is an insurance
program funded through premiums paid by employers and workers. The initial premium is a
0.4% payroll tax and can be adjusted annually after 2020 by the Employment Security
Department, according to rules set by the statute. Employers who choose to withhold premiums
from their employees may withhold up to 63.33% of the total premium. The employer is
responsible for paying the other 36.67% and remitting total premiums to the Employment
Security Department on a quarterly basis starting in April 2019. The portion paid by the employee
is 0.25% of their wage.

Capacity. Statewide wages for covered employment in 2017 was approximately $204 billion. A
payroll tax rate of 0.143% would be needed to cover the annual $293 million in the Status Quo
scenario for the state’s transit agencies.

Figure 5-12  Comparison of Capital Costs Relative to Payroll Tax Capacity (millions of dollars)

Scenario Avera}ge Annual Remaining S_ales Capacity Coverage
Capital Costs Tax Capacity
Status Quo $210 $293 140%
E:f(')?]fflfgi‘:'es $50 $203 583%
Service Restoration $397 $293 74%
Planned Expansion $598 $293 49%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. Payroll taxes are generally an effective way to raise revenue. It is a broad base and
can apply to all wages and salaries. It is also a simple tax to administer since payroll taxes
typically do not include dozens of deductions, exemptions, and credits that narrow the tax base.
This means that payroll taxes can raise a large amount of revenue at a relatively low rate. Payroll
taxes also do not impact employment issues, meaning they generally don’t cause large marginal
changes during labor market declines. Since the state already has some apparatus available to
collect and remit the Paid Family and Medical Leave Program, efforts to institute this tax would
be more marginal. As a statewide tax, this source of funding would move the transit capital
burden away from local sources.

Equity. Generally, payroll taxes are typically more regressive since they are generally instituted
with some type of cap. That is, above a certain amount, the more income one earns, the smaller
the share of one’s income goes to payroll taxes, as is the case with the Paid Family and Medical
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Leave Program premium. This leads to a similar regressivity issue as sales taxes, with higher
proportional impacts on lower wage earners than higher wage earners.

Economic Competitiveness. Overall, payroll taxes don’t significantly impact economic
competitiveness. Because of their broad base and low rates, they tend not to greatly distort the
economic decisions of firms and employers.

INCREASE STATE SOURCES THROUGH ALLOCATED FUNDING

Fund Transit Capital at Higher Levels in the Next Transportation
Package

The most recent example of a statewide transportation package is the Connecting Washington Act
(CWA) Transportation Funding Package. The CWA transportation package, enacted in 2015, was
estimated to provide $16 billion in new resources for transportation purposes over 16 years. The
CWA transportation package included a number of state tax and fee increases, state tax incentive
programs, and several local revenue options.

The principal sources of new revenue were an 11.9 cent per gallon fuel tax increase, an increase in
passenger vehicle weight fees, and weight fees on trucks. Together, these changes are estimated to
raise over $9 billion over the 16-year period (ending in 2031). Other significant sources of funding
included the reallocation of existing funding as well as transfers from the State General Fund.

The CWA package included several multimodal components. Transit-related programs received
funding, including the Special Needs, Regional Mobility, Rural Mobility, and Vanpool grant
programs. In addition, a number of transit projects received direct funding assistance. The 16-
Year Allocation plan dedicated the following amounts to transit, including uses for both
operations and capital, for a total of approximately $656 million (or $41 million a year):

=  Special Needs Transit Grants — $200 million

= Rural Mobility Grant Program — $110 million

= Regional Mobility Grant Program — $200 million

= Vanpool Grant Program — $31 million

= Transit Coordination Grants — $5 million

= Dedicated Transit Projects — $111 million
Legislative Context. The Washington State legislature will periodically use new tax revenues
and debt capacity to fund a wide variety of transportation improvements. As part of this process,

it has historically allocated funding to various transportation and transit programs to support
investments.

Capacity. Current annual spending from the state allocated to capital funding is approximately
$21 million a year. That amount would need to increase by a factor of 10 to about $293 million a
year to reach the Status Quo scenario for the state’s transit agencies.
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Figure 5-13  Comparison of Capital Costs Relative to Payroll Tax Capacity (millions of dollars)

Scenario Aéera}ge Annual Remaining S_ales Capacity Coverage
apital Costs Tax Capacity
Status Quo $210 $21 10%
E:féi%ﬁegides $50 $21 42%
Service Restoration $397 $21 5%
Planned Expansion $598 $21 4%

Source: Washington State Department of Revenue, ECONorthwest calculations, 2019.

Efficiency. The efficiency of this approach tends to be less distorted than other types of funding
tools because most of the funding for transportation packages is allocated for roadway
improvements via the gas tax. The money that is directed towards transit comes from other
sources of funding, generally a mix of fees and general fund transfers. Any specific efficiency
issues will depend on the nature of the tax tools that are used.

Equity. It is difficult to know the relative equity issues that might be raised without knowing
what taxes will be used to support the revenue. Outside of the gas tax for road projects, funding
for transit is a mix of different tax and fee sources. However, geographic tax burden and equity
issues tend to be less of an issue consideration given the statewide nature of the funding approach
as part of a transportation package.

Economic Competitiveness. Again, it is difficult to identify economic competitiveness issues
that maybe raised without knowing the specific tools and revenues that would be used.
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SUMMARY OF COMPARISON APPROACHES

The ability of funding sources to generate additional revenue for transit beyond existing sources
will depend on the scale, revenue capacity, timing of when revenues are available,
stability/predictability, flexibility, legality, equity, and political acceptability of the source.
Overall, there are a number of funding sources, mechanisms, and programmatic approaches that
are more likely to fund transit capital improvements. A few sources have significant challenges
(shown in Figure 5-14) that make them unsuitable options for transit capital funding.

Promising Funding Approaches

Typically, one of the main criteria for evaluating funding approaches is evaluating its ability to
raise revenue without creating downstream counterproductive macroeconomic distortions that
would ultimately lead to fewer revenues being collected. Since this study is not examining a
specific level of need, it is difficult to clearly articulate which approaches raise adequate levels of
revenuel. With that caveat in place, only three approaches have the ability to raise significant
levels of revenue: a carbon fee, a payroll tax, or a transportation package approach.

All three approaches tap large tax bases and generally employs low tax rates. The potential for
negative economic impacts is lower, and issues that arise can typically be addressed through
matters of policy. Because of their statewide nature, these mechanisms shift the funding burden
for transit capital off of local taxpayers. Generally, these tools tend to be less regressive, but there
are issues that policy makers will need to consider.

T In addition, this analysis uses simple static calculations or illustrative examples to give decision-makers a reasonable
assessment of the capacity

Nelson\Nygaard Consulting Associates, Inc. | 5-15



Figure 5-14
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POLICY CONSIDERATIONS

This report does not make recommendations for potential funding approaches or priorities for
funding transit needs. Instead, this document presents several hypothetical policy considerations
based on the findings presented in previous sections. As previously mentioned, the status quo
level of funding appears to meet the replacement and preservation needs for Urban agencies and
King County Metro, but results in funding gaps for Small Urban and Rural agencies. Should the
legislature determine that additional action by the state is necessitated, these policy
considerations are intended to serve as a starting point for discussion. Each of the three policy
considerations shown in Figure 5-15 are designed to address specific identified needs at various
levels of funding. These policy options include:

= Policy Consideration 1 — Cover Deferred Replacement
= Policy Consideration 2 — Capital Funding Component of Service Restoration Scenario

Funding Gap
= Policy Consideration 3 — Capital Funding Component of Planned Expansion Scenario
Funding Gap
Figure 5-15  Policy Considerations, Projected Costs (2019-2028), Potential Financing Sources, and
Outcomes
Policy Option i (20l Finance Source Outcome
dollars)

Policy Consideration 1 -

. . , = One-time “catch-up” funding
Deferred Vehicle New dedicated transit tax

$503 million o = All vehicles within ULB in the
= Legislative revenue package

Service Restoration
$593 million

Legislative revenue package

Provides the additional capital
funding required to expand
service to pre-recession
levels

Replacement short-term
Policy Consideration 2 - = Restores transit to pre-
Capital Component of = New dedicated transit tax recession levels and

matches population and
employment growth

Capital funding only, no
operating

Vehicles may still be beyond
ULB

Policy Consideration 3 -
Capital Component of

Planned Expansion $2.591 billion

New dedicated transit tax
Legislative revenue package

Directly address agency
stated expansion needs
Capital funding only, no
operating

Vehicles may still be beyond
ULB

Policy Consideration 1 — Cover Deferred Replacement

As noted previously, a common agency response to the Great Recession was to defer capital costs
and to prioritize maintaining existing services over replacing rolling stock and facilities. This has
resulted in a significant backlog of vehicles that are currently beyond their ULB. As the economy
has improved since the recession, agencies have begun to reprioritize their capital programs—but
deferred vehicle replacement continues to be an issue. As of the end of 2018, there were 2,090
individual vehicles beyond their ULB with a combined replacement value of $503 million.
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Policy Consideration 1 would provide the $503 million required to replace all of the vehicles in the
state currently beyond their ULB over a period of several years. Spreading these replacements
over several years is imperative for the long-term financial sustainability of the agencies’ capital
plans. Replacing over 2,000 vehicles in a single year would drastically improve the percent
remaining ULB for the agencies in the short-term; however, all of these vehicles would be
scheduled for replacement during the same timeframe, resulting in a large future capital need,
which agencies may not have adequate funding to address. Spreading out the replacement of
these vehicles over multiple years gives agencies more flexibility to sustainably replace vehicles
over time.

Based on the assessment of potential revenue sources, this policy option would be best financed
through new dedicated transit taxes or by funding dedicated to transit through a new legislative
revenue package.

Policy Consideration 2 — Capital Component of Service
Restoration

Policy Consideration 2 would provide the additional funding required to bridge the capital
funding gap identified in the Service Restoration Scenario. This policy consideration would
provide the additional capital funding required to increase transit service in the state to pre-
recession levels based on projected population and employment growth through 2028, as
discussed in Chapter 3. The 10-year funding gap for Policy Option 2 is projected to be
approximately $593 million, or about $59 million in additional funding per year.

The Service Restoration scenario is oriented around expanding service and identifying the
associated capital needs. As such, the additional revenue hours and projected ridership increases
were calculated during the development of the scenario. There would be additional operating
costs associated with this expansion that are not within the scope of this project to identify.

This service restoration represents an increase of revenue hours by approximately 1.5 million in
2028, which is equivalent to roughly 80 high-frequency weekday bus routes and 30 million
additional transit trips annually. These outcomes are directly related to WSDOT's established
state role in public transportation through facilitating a more complete transportation system that
meets the needs of local communities. Based on the assessment of potential revenue sources, this
policy option would be best financed through new dedicated transit taxes or by funding dedicated
to transit through a new legislative revenue package.

Policy Consideration 3 — Capital Component of Planned
Expansion

Policy Consideration 3 would provide the additional capital funding required to bridge the
funding gap identified in the Planned Expansion Scenario. The 10-year funding gap for Policy
Option 3 is projected to be approximately $2.591 billion, or about $259 million in additional
funding per year.

Unlike Policy Consideration 2, this option is oriented around the Planned Expansion scenario,
which relies on the stated capital expansion plans for each agency, rather than a metric related to
service expansion. In terms of policy outcomes, it is unclear to what extent these capital
expansion costs are directly related to service expansion; therefore, additional revenue hours and
transit trips are not identified for this policy option. There would likely be an expansion of transit
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service and additional operating costs associated with this expansion, which are not calculated in
this study.

This policy option would address several key challenges for public transit identified by WSDOT,
including:

= The demand for access to jobs, schools, services and community is growing, but public
transportation providers’ ability to meet this demand has never been more constrained
= Traditional methods for funding transportation are increasingly unsustainable
Based on the assessment of potential revenue sources, this policy option would be best financed

through new dedicated transit taxes or by funding dedicated to transit through a new legislative
revenue package.
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6 Electric Vehicle Funding

KEY FINDINGS

= Electrification of transit buses is an important opportunity to reduce transit agency
operating costs, diesel exhaust pollution, and greenhouse gas emissions.

= Washington is well-situated to transition from diesel to electric buses.
Agencies in the state have been testing electric buses for over five years and most of the
region’s electricity is generated from renewable sources. Much of Washington’s
electricity is distributed through publicly-owned power districts and the state has already
adopted a policy position that public fleets transition away from fossil fuels.

= The higher upfront costs of electric buses and their charging equipment are a major
barrier to their adoption. Chargers, transformers, and associated equipment are new
capital assets for most transit agencies in Washington.

= Over their lifetime, electric buses are cost-competitive with diesel buses.
Within a few years of 2019, electric buses’ lifetime costs are projected to fall below those
of diesel buses. The falling price of batteries is the primary contributor to decreasing
battery-electric bus costs.

= Reliability of battery-electric buses is not yet equal to that of diesel buses. As
battery-electric bus technology matures and agencies expand their fleets, it is likely that
reliability will improve.

= Funding available for electric buses is limited; new capital financing models are
needed. Partnerships with utilities are a promising avenue for electric transportation
capital asset reform.

THE NEED TO ELECTRIFY

Identifying the capital costs associated with vehicle electrification is not specifically called out in
the budget proviso that established the need for this study. However, during site visits and agency
interviews, electrification emerged as an important upcoming capital need for many transit
agencies in the state. At the same time, the 2019 session of the legislature has conducted
significant discussion about advancing the policy of transitioning transit fleets to electric
propulsion. As agencies consider moving toward electrification, assessing the costs associated
with battery electric vehicles, charging infrastructure, and electric utility rates represents a
significant unknown cost for Washington'’s transit agencies.
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The transition of Washington State’s public transit fleet from fossil fuels to electric power—as
mandated by the Department of Commerce!—will reduce greenhouse gas emissions, toxic air
pollution, and transit agency operating and maintenance expenses. Because electrical power rates
in Washington are typically relatively stable, moving to electric power can financially insulate
transit agencies from the historically drastic swings in the cost of fossil fuels. Washington’s fleet
replacement effort—although still in the early stages of execution—is projected to accelerate in
coming years, as electric transit bus prices fall and the technology’s service planning implications
are better understood. The environmental justice and equity benefits of converting publicly-
owned diesel engines to electric power will likely speed the replacement process.

The Dangers of Diesel

A total of 36% of Washington State’s transit revenue fleet has a diesel-powered internal
combustion engine (ICE), 88% of statewide heavy-duty transit vehicles have a diesel-powered
ICE, and 97% of the state’s transit vehicles burn some type of fossil fuel for power. Diesel vehicles
are environmentally unsound for the people who ride and operate them, as well as those living in
close proximity to places they are frequently used. In addition to producing greenhouse gas
emissions, diesel’s exhaust is poisonous for humans and toxic to Washington’s ecosystems.

The dangers of diesel exhaust to human health are well-known and documented. Inhalation of
diesel exhaust increases the risk of respiratory diseases, worsens symptoms of asthma, heart
disease, and lung disease, and causes lung, bladder, and soft tissue cancers.2 Due to the
concentrated nature of much of Washington State’s built environment, our population is
susceptible to emissions from diesel exhaust (this concentration of population also means that
many residents live in areas where public transportation is an effective travel option). The 2006
Washington Department of Ecology’s Diesel Particulate Emission Reduction Strategy estimated
that over half of all Washington residents live or work near transportation corridors with high
levels of airborne diesel exhaust.3

Reducing air pollution from diesel ICEs will have an especially profound impact on
environmental justice communities, which are concentrations of disadvantaged people that are
disproportionately exposed to air and water pollution. In Washington State, these communities
are often the most affected by diesel exhaust pollution. Environmental justice communities that
would benefit from transit fleet transition to electric power are located in urban areas throughout
Washington, such as the Duwamish Waterway area, Yakima metropolitan area, and Spokane
metropolitan area.

! The Department of Commerce currently uses its legislatively-delegated authority to require local governments to adopt
electric or biofuel vehicles across their fleets. 2019. Washington State Legislature. WACS Chapter 194-29.
<https:/ /app.leg.wa.gov/wac/default.aspxcite=194-29&full=true>

2 2006. Washington State Department of Ecology. Diesel Particulate Emission Reduction Strategy for Washington State. p.
5. <https:/ /fortress.wa.gov/ecy/publications/documents /0602022.pdf>

3 Ibid.
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Figure 6-1 Transit Agency Fossil Fueling Equipment

Left to right: Fuel tanks at Island Transit's Coupeville base; fuel pump at King County Metro's Atlantic/Central base.

An Opportunity for Replacement

Replacing ICEs used for transit service with electric motors is a prime opportunity for
Washington State to achieve air pollution, greenhouse gas emission reduction, and environmental
justice goals.

In Washington State, transportation represents the largest share of both air pollution and
greenhouse gas emissions,* and the state has legislated reduction of these greenhouse gas
emissions to below 1990 levels by 2020 and to 50% below 1990 levels by 2050.5 Achieving these
goals will be challenging, especially because most ICEs are owned and operated by the private
sector.

That being said, 10% of all diesel ICEs in the state of Washington are owned by public agencies.®
Of these vehicles, more than 1,399 diesel, 1,350 diesel-electric, and 437 biodiesel ICEs are in
Washington’s public transit fleet. Replacing this fleet with fully electric vehicles is well within the
regulatory and fiscal purview of Washington’s state government and would constitute a
significant down payment on reductions in air pollution and greenhouse gas emissions in the
state’s urban communities.

4 2018. Washington State Department of Ecology. State of Washington Volkswagen Beneficiary Mitigation Plan. p. 3.
<https://fortress.wa.gov/ecy/publications/documents/1802023.pdf>

5 2019. Washington State Legislature. Section 70.235.020.
<https://apps.leg.wa.gov/rew/default.aspxécite=70.235.020>

6 2006. Washington State Department of Ecology. Diesel Particulate Emission Reduction Strategy for Washington State. p.
30. <https://fortress.wa.gov/ecy/publications/documents /0602022.pdf>
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WASHINGTON STATE: LEADING THE CHARGE

Although North American transit agencies are just beginning their transition to electric vehicles,
Washington has already emerged as a leader in the U.S. Five” Washington State transit agencies
have received battery-electric transit buses and at least 208 are planning to introduce electric
transit vehicles in the near future. At least 13 transit agencies in the state have electric vehicle
technology incorporated into their fleets (including hybrid vehicles), which is a first step towards
familiarizing planning, maintenance, and operations staff with electric technology.

The Pacific Northwest is well situated to adopt electricity as its propulsion system of choice for
coming generations of its transit fleet. Washington already produces a majority of its electricity
from zero-emissions sources (Figure 6-2), has local transit operating experience with trolley,
hybrid, and battery-electric buses, and has already begun the legislative process of supporting a
diesel-to-electric transition.

Electricity in Washington is sourced primarily from hydro generation (Figure 6-2), which
produces nearly zero direct emissions. In addition to hydroelectricity, there is significant nuclear,
solar, and wind power generating capacity in the state. Only 16% of the state’s electricity is
produced using fossil fuels. This mixture of electricity sources means that electric buses will be
powered primarily by emissions-free electricity—a reality that is not the case in every U.S. state.

Figure 6-2 Washington Electricity Production by Source

Non-Hydroelectric Natural Gas-Fired
Renewables _\ 7%
9%

Coal-Fired
9%

Nuclear
10%

Hydroelectric
65%

Source: U.S. Energy Information Administration, December 2018

7 Ben Franklin Transit, Everett Transit, Kitsap Transit, King County Metro, and Link Transit.

8 Ben Franklin Transit, C-Tran, Clallam Transit, Community Transit, Everett Transit, Intercity Transit, Island Transit, Jefferson
Transit, King County Metro, Kitsap Transit, Link Transit, Mason Transit, Pierce Transit, Pullman Transit, Skagit Transit,
Spokane Transit, Twin Transit, Valley Transit, Whatcom Transit, and Yakima Transit. Intercity and Jefferson Transit
planning for electric non-revenue vehicles only.
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The state legislature and some agencies have already begun supporting the transition to electric
buses in Washington. In 2018, the Washington State Department of Ecology awarded $9.4
million for electric buses to seven transit agencies across the state.® This funding was a part of the
Volkswagen diesel emission settlement and represents a commitment by the state to funnel new
revenue sources towards electric transportation infrastructure.

The Washington State legislature and Department of Commerce have also demonstrated a
commitment to the state’s transition to electric buses. The Department of Commerce currently
uses its legislatively-delegated authority to require local governments adopt electric or biofuel
vehicles across their fleets.10 This rule mandates that transit agencies and other local-type
governments consuming more than 200,000 gallons of gasoline and/or diesel annually satisfy
100% of their fuel usage from electricity or biofuel to the extent determined practicable. Eligible
agencies are required to file annual reports describing their progress towards this goal and/or
reasons for non-compliance. This rule, although relatively toothless, is a positive step towards a
more aggressive electric transit vehicle mandate.

In addition to the ‘stick’-type method for transitioning Washington’s buses from diesel to electric,
the state offers ‘carrots’ in the form of a sales/use tax exemption for electric vehicle batteries,
zero-emissions buses, and charging infrastructure.t12 Although small relative to the total
purchase price of electric bus infrastructure, Link Transit and Everett Transit have already taken
advantage of this legislation to jump-start the development of their electric bus fleets.

Agency Experience

The most challenging transit vehicle type to transition to electric power is the heavy-duty bus.
Their weight and size, passenger loads, HVAC requirements, and operating characteristics
combine to create an engineering challenge that is more difficult to solve than, say, electrifying
vanpool vehicles. This portion of the report therefore focuses primarily on the transition of heavy-
duty vehicles (which make up 87% of the dollar value of Washington'’s existing transit fleet) to
electric power.

Today, only 7% of Washington’s heavy-duty fleet is electric (Figure 6-3), and 174 of these 193
vehicles are King County Metro’s electric trolley buses, which—although fully electric—must be
routed under expensive overhead catenary wire.13 Hybrid diesel-electric technology, on the other
hand, has made tremendous inroads among transit operators in Washington: nearly half of all
heavy-duty buses in the state are hybrids. These longstanding trolley bus operations and growing
hybrid fleets represent important introductions to battery-electric technology for Washington’s
transit agencies.

9 2018. Washington State Department of Ecology. News Release — December 20, 2018.
<https://ecology.wa.gov/About-us/Get-to-know-us/News/2018 /$22-million-from-VW-settlement-goes-toward-
electri>

10 2019. Washington State Legislature. WACS Chapter 194-29. <https://app.leg.wa.gov/wac/default.aspx2cite=194-
29&full=true>

11 2019. Washington State Legislature. RCW Section 82.08.816.
<https://app.leg.wa.gov/rcw/default.aspx2cite=82.08.816>

12 2019. Washington State Legislature. Engrossed Second Substitute House Bill 2042.
<http:/ /lawfilesext.leg.wa.gov/biennium/2019-20/Pdf /Bills /Session%20Laws /House /2042-52.SL.pdf#page=1>

13 KCM'’s electric trolley buses also have auxiliary power units that allow for limited off-wire travel. This capability is
generally only used during re-routes for construction, special events, or maintenance.
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Figure 6-3 Existing WA State Heavy-Duty Transit Fleet by Fuel Type
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Three Washington State agencies—Everett Transit, King County Metro, and Link Transit—are
developing in-depth operational experience with battery-electric buses. Ben Franklin Transit and
Kitsap Transit have also experimented with a battery-electric bus but have not developed as
extensive a fleet or testing regimen and so are not included in the profiles below.

Figure 6-4 Washington Transit Agencies and Electric Transit Vehicles
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Everett Transit

Everett Transit has four heavy-duty battery-electric buses in service and is expecting delivery of
additional vehicles in 2019. Their Proterra Catalyst E2 buses are currently operated using plug-in
depot charging at Everett Transit’s main base (Figure 6-5) and represent the agency’s
commitment to operating a 50% electric fleet by 2022. Of the three transit agencies operating
significant levels of battery-electric bus service in Washington, Everett Transit is the only agency
not operating a fast, on-route charger. This is possible because of the agency’s geographically
limited service area and relatively short routes.

The installation of charging infrastructure was a major hurdle for Everett Transit; their base
required a new switching system, transformer, and installation of Proterra chargers, as well as
payment of one-time utility fees for new electrical connections. Funding for the infrastructure and
electric bus vehicles came from the federal Low or No Emission Vehicle Program, federal Buses
and Bus Facilities Infrastructure Investment program, a regional Congestion Mitigation and Air
Quality grant, and a WSDOT Regional Mobility Grant.

Everett Transit also needed to adapt existing maintenance facilities to their electric buses.
Because electric buses require routine maintenance on the roof of the vehicle, Everett Transit
looked into installing a fall protection system in their heavy-duty bus maintenance bays. The
proximity of the rooftop workspace to ceiling heating elements, however, precluded the
installation of traditional fall protection equipment and required Everett Transit to custom
fabricate a costly rolling gantry scaffold. This is one small example of the changes that transit
agencies will likely have to make to maintenance facilities as they transition to electric buses.

Figure 6-5 Everett Transit Electric Vehicle Equipment
MW MmN

Left to right: Plug-in depot charger; Electric bus in maintenance bay with limited working space
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King County Metro

KCM is currently experimenting with Proterra and New Flyer battery-electric buses by testing
their range and performance under various conditions and simulated passenger loads (Figure
6-6). In addition to their testing activities, KCM is operating Proterra battery-electric buses on
two active routes (226 and 241) using a combination of depot plug-in and on-route fast overhead
charging. This extensive testing regimen is crucial for KCM, as they must develop a complete
picture of battery-electric buses’ capabilities in all conditions before they can operate them under
the same service standards to which they hold their non-battery-electric fleet.

The experience gained from KCM’s testing will provide invaluable information for KCM and other
Washington transit agencies. Lessons learned will be particularly useful for those agencies with
fewer financial resources for battery-electric vehicle testing. KCM has a history of conducting
extensive testing on new bus technologies and reporting their findings in a manner that is useful
for other transit agencies. Their work testing hybrid-electric articulated buses, for example,
produced a detailed 60-page public report authored by the National Renewable Energy
Laboratory.4

KCM, which operates the nation’s largest vanpool fleet, has also invested in 44 Nissan Leaf
electric vehicles for their Metropool zero-emissions vanpool service. The agency plans to continue
purchasing electric vanpool vehicles, as the technology for electric passenger vehicles is reliable
and consistent enough for immediate implementation.

Figure 6-6 King County Metro Battery-Electric Bus Testing
: k TR 14 ' A - B

Left to right: A Proterra battery-electric bus with onboard water to simulate passenger loads; A New Flyer battery-electric articulated bus.

14 2006. National Renewable Energy Laboratory. King County Metro Transit Hybrid Articulated Buses: Final Evaluation
Results. <https://www.nrel.gov/docs/fy07osti/40585.pdf>
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Link Transit

Link Transit has been the state’s leader in experimentation with electric bus technologies. This is
particularly notable given the agency’s large service area; limited range of electric buses means
that testing them over longer distances is more challenging. In 2010, the agency was the first in
the state to put a battery-electric heavy-duty bus into service and has since experimented with
various bus makes and models, battery types, and charging technologies.

In 2018, Link Transit installed the United States’ first wireless bus charger at its Columbia Station
(Figure 6-7). The climate in Wenatchee (Link’s primary service area) can be extremely hot in the
summer and cold in the winter, making it a challenging place for electric bus operations but an
excellent proving ground for the technology.

Although Link Transit has wrestled with battery, charger, and vehicle issues, their commitment to
concept of electric buses has helped electric bus manufacturers, equipment vendors, and peer
transit agencies evaluate technology trends and performance for years. As electric bus technology
matures, Link Transit will likely serve as one of the state’s most successful small urban transit
systems to switch to an electric bus fleet.

Figure 6-7 Link Transit's Wireless Charging Zone at Columbia Station
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