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7.0
Finance Plan
The financial element provides a framework for ATS to fund, operate and implement services and facilities described in this report.  Estimated capital and annual operations and maintenance costs were developed in previous tasks for the Transit Concept Plan and the Capital Improvements Plan.  Potential funding sources, a proposed implementation phasing strategy, capital and operating elements and economic impact of a potential finance plan are described in the following sections. 

7.1
Funding Sources

A feasible financial plan depends upon the identification of secure funding sources with sufficient revenue capacity to support the financing, operation, and implementation of any existing and proposed transit options.  Following is a brief description of potential federal, State, local, and public/private sources of revenue that could be used to fund the operating and capital costs of existing and future transit options.

7.1.1
Federal Funds

The Transportation Equity Act for the 21st Century (TEA-21) authorized a six year federal transit program, that expired two years ago but was extended several times. Under TEA-21, the Federal Transit Administration (FTA) administers two primary funding programs that are applicable for urban transit providers: Section 5309 Major Capital Investment Program and Section 5307 Urbanized Area Formula Program. FTA also provides the Job Access and Reverse Commute Program and Section 5311 Non-urbanized Area Formula Program. There are also flexible transportation funds available under the Highway Title provisions of TEA-21. These and other potential sources of federal funds are identified and discussed below.  The Safe, Accountable, Flexible and Efficient Transportation Equity Act – A Legacy for Users (SAFETEA-LU) was signed into law on August 10, 2005.  The SAFETEA-LU bill includes authorization for funding for FY 2004 through FY 2009.  The bill provides $286.4 billion in guaranteed funding for federal surface transportation programs, including $52.6 billion for federal transit programs and continues funding for the programs described above.

· 5309  Major Capital Investment Program
The Major Capital Investment Program provides transit capital assistance for major transit investments, including and buses and bus related facilities.  The SAFETEA-LU bill continues 90% federal share for the incremental costs of vehicle-related equipment needed to comply with the Americans with Disabilities Act (ADA) requirements and 80% federal share for all other eligible costs. The SAFETEA-LU bill continues the discretionary nature of the bus and bus related facilities program. 

This federal source of funding can be utilized for transit vehicles and transit-related facilities such as intermodal centers, park and ride facilities, new or refurbished operations and maintenance facilities, and associated transit capital equipment.  For the most part, this federal program provides 80% of the project cost, and requires a 20% State/local match. This discretionary federal funding program will be relied upon heavily for the park and ride lot and operations and maintenance facility portion of the Capital Improvement Plan, as well as for buses, vans and associated capital improvements.
· 5307 Urban Area Formula Program
The Urbanized Area Formula Program provides transit capital and operating assistance to urbanized areas with populations of more than 50,000. The apportionment formula in the current law, for areas under 200,000 in population, is based on population and population density.  For areas over 200,000 in population, it is based on population, population density, and transit data.  The program continues 90% federal share for the incremental costs of vehicle related equipment needed to comply with the Clean Air Act Amendments and the Americans with Disabilities Act requirements, and 80% federal share for all other eligible costs. A grant to pay a subsidy for operating expenses may not be more than 50 percent of the net cost of the operating expense project. This federal program will be relied on for both the capital program as well as the operating program.  This program, in association with 5309 capital funds, are the backbone of the federal transit program, and will continue to assist ATS in capital facilities and operating funds.  The estimated 5307 federal transit funding that will be available to the Athens urbanized area during SAFETEA-LU is:

FY 2004

$946,339 (actual)

FY 2005

$991,751 (actual)

FY 2006

$956,836

FY 2007

$995,339

FY 2008

$1,079,411

FY 2010

$1,148,303

The FY 2010 funding estimate increases 20% over the FY 2006 funding estimate. 
·  5311 Non-urbanized Area Formula Program
This program provides grants for transportation projects that are included in a State program of mass transportation service projects (including service agreements with private providers of mass transportation service) for areas other than urbanized areas.  Each State receives an apportioned amount based on its amount of non-urban area population. Eligible activities under the program include planning and marketing for intercity bus transportation; capital grants for intercity bus shelters; joint-use stops and depots; operating grants through purchase-of-service agreements, user-side subsidies, and demonstration projects; and coordinating rural connections between small mass transportation operations and intercity bus carriers. A capital project under this section may not be more than 80 percent of the net cost of the project. A grant to pay a subsidy for operating expenses may not be more than 50 percent of the net cost of the operating expense project. This program will continue to be utilized to fund ATS’ services to those areas outside the urbanized area boundary (for example, #31 North Athens Circulator).

· 5338 Job Access and Reverse Commute Program
Section 3037 of Title III outlines a grant program entitled “Job Access and Reverse Commute Grants.”  Eligible projects include an access to job project, or a reverse commute project.  FTA defines an access to job project as one relating to the development of transportation services designed to transport welfare recipients and eligible low-income individuals to and from jobs and activities related to their employment.  FTA may make access to job grants for:

· capital projects and to finance operating costs of equipment, facilities, and associated capital maintenance items related to providing access to jobs;

· promoting the use of transit by workers with non-traditional work schedules;

· promoting the use by appropriate agencies of transit vouchers for welfare recipients and eligible low income individuals under specific terms and conditions; and

· promoting the use of employers provided transportation including the transit pass benefit program.

FTA defines a reverse commute project as one related to the development of transportation services designed to transport residents of an urban area, urbanized areas, and areas other than urbanized areas to suburban employment opportunities.  This includes any project that:

· subsidizes the costs associated with adding a reverse commute bus, train, carpool, van routes or service from urban areas, urbanized areas, and areas other than urbanized areas to suburban workplaces;

· subsidizes the purchase or lease by a nonprofit organization or public agency of a van or bus dedicated to shuttling employees from their residences to a suburban workplace; or

· facilitates the provision of mass transportation service to suburban employment opportunities.

There are several requirements and factors for consideration in awarding these grants.  The amount of the grant may not exceed 50% of the total project cost.  It should be noted that there are large amounts of funds authorized and allocated by the SAFETEA-LU bill to this program.  This program could be utilized for the capital infrastructure, as well as limited operating subsidy, to support some of the services recommended in the TDP.
· Surface Transportation Program (Highway “Flex” Funds)
A key feature of the SAFETEA-LU bill is the flexibility provision that provides the option to State and local governments of using some Federal Highway Administration funds for transit projects. These flexible highway fund programs include the Surface Transportation Program (STP). The STP funding is at the 80% federal share and may be used for all projects eligible for funds under current FTA programs. For example, in the Atlanta region where air quality issues have limited road construction projects, STP funds are programmed for bus purchases, pedestrian improvements, park-ride lots, and other transit projects; On the other hand, in Athens-Clarke County like most areas, the number of identified transportation needs far exceed available federal assistance from STP programs. Use of flex funding is often utilized when there is a consensus in the community regarding the importance of a transit project, and the MPO agrees to flex funds that would typically be reserved for highway projects to a transit project. Therefore, project prioritization and funding decisions must be developed cooperatively by the area’s local governments, transit operator and GDOT acting through the MACORTS transportation planning process, and included in subsequent TIPs. This funding source has potential for the park and ride lots, and possibly the operations and maintenance facility.

7.1.2
State Funds

A review of Georgia Code, as well as state planning documents, indicates several methods by which the State can support a transit program.  These are described below.

· Project Grants  
The State can provide a project grant in order to carry out a transit project (Georgia Code 32-9-1).  The funding can come from general fund appropriations.  GDOT is authorized to provide financial support for research concerning mass transportation and project grants to supplement federal, local, or federal and local funds.  This financial support may be used for studies, analyses, and planning and development of programs for mass transportation service and facilities; research, development, and demonstration projects in all phases of mass transportation; programs designed solely to advertise, promote, and stimulate the development and use of mass transportation facilities; and the purchase of public transit facilities and equipment, including rolling stock. 
· Direct Project Capital and Operating Support
GDOT may, alone or in cooperation with counties, municipalities, authorities, State agencies, or private or public transit companies, plan, develop, supervise, support, own, lease, maintain, and operate mass transportation facilities or systems (Georgia Code 32-9-2). The department may, when funds are available from the federal government for such purposes, provide assistance to public transit systems for the payment of operating expenses. In addition, the department may, when funds are available from the Federal government, participate in the acquisition, construction, and improvement of public transit facilities and equipment, including capital projects. The department's participation with State funds shall be limited to a maximum of 10 percent of the cost of the program. It should be noted that transit operations cannot be funded from the proceeds from the motor fuel tax.  Any operational support must come from department or State revenues derived from other sources such as income tax, sales tax and property tax.
7.1.3
Local Funds

Local funds are necessary to provide 1) the local match share of federal capital grants and 2) operating funds to off-set operating deficits after passenger farebox revenues, other direct operating revenues, and federal operating assistance funds are applied.  Local general funds are the primary local funding source for Georgia transit agencies except the Metropolitan Atlanta Rapid Transit Authority (MARTA).  MARTA receives all of its local funding from a special 1 percent sales tax levied in Fulton and DeKalb counties, which required Legislative authorization and a favorable referendum.  Special Purpose Local Option Sales Tax (SPLOST) programs are used to fund road improvements and some public transit capital improvements (such as park-ride lots).
General fund revenues typically include property taxes, hotel/motel taxes, business licenses, and other sources.  Most communities make either a discretionary contribution from the general fund or dedicate specific revenues to transit. For example, some communities fund transit by dedicating a portion of hotel/motel taxes, property tax revenues or vehicle registration fees.  There are other types of local funding sources which are used throughout the country for the local share of transit costs. These include, but are not limited to: fuel tax, income tax, sales tax, real-estate transfer tax, emission fees, utility excise tax, payroll/"head" tax, rental vehicle tax, parking tax, ad valorem tax, special-benefit assessment districts, local/business improvement districts, utility/service districts, impact fees, in-kind contributions, land transfer fees, and tax increment assessments.  The primary sources available to ATS are described below:  

· General Revenue Contributions to ATS Capital and Operating
General revenue funding is used to provide local match for capital expenditures such as buses and customer amenities, as well as to off-set operating deficits after passenger farebox revenues, other direct operating revenues, and federal operating assistance funds are applied.  General revenue funding will continue to be an important revenue source for ATS, especially for transit operations.  

· Special Purpose Local Option Sales Tax (SPLOST)

Georgia law allows local jurisdictions as of July 1, 1985 to use SPLOST proceeds for capital improvement projects that would otherwise be paid for with General Fund and property tax revenues.  On November 2, 2004, Athens-Clarke County voters approved the SPLOST (Special Purpose Local Option Sales Tax) 2005 referendum that allowed for the continuation of a one-cent sales tax to fund a diverse list of community projects.  SPLOST funding to pay for improvements to public safety, infrastructure and quality of life allows Athens-Clarke County to implement these projects completely debt free.  The program has allowed Athens-Clarke County to capitalize on strong economic conditions, pay for enhancements in cash and, by the end of the program, pay off the extremely low level of General Obligation Bonds remaining. In addition, SPLOST has provided the local match for a wide variety of infrastructure improvements and allowed Athens-Clarke County to leverage State and federal transportation funds for the maximum impact on the community.
With regard to transit, this funding source has been utilized for a bus shelter program, the Multi-Modal Transportation Center (MMTC), and the expansion and replacement of transit vehicles.  It is envisioned that this funding source may be utilized for a maintenance and operations facility.  In addition, it could continue to be utilized for the bus purchase program, if applicable.
· Dedicated Millage Levy 

A dedicated property tax levy designated specifically for ATS’ transit operations and capital improvements could be assessed.  Based on current property tax revenues a 1-mil levy specifically for transit could generate approximately $2.2 million dollars annually.  Columbus, Rome and Savannah have dedicated property tax levies for transit; however, these agencies supplement the dedicated funds with general fund contributions.
· Special Benefit Assessment Districts
To capture benefits associated with enhanced real estate development partially attributable to improvements in transportation corridors, many jurisdictions create special assessment districts. Often called a Municipal Services Taxing Unit (MSTU) or a Municipal Services Benefit Unit (MSBU), a special assessment is charged upon real estate deriving a special benefit from a nearby capital improvement that is used to cover debt service for the improvement.  Frequently, the assessment is apportioned on the basis of the front footage of the land, although other valuations such as land area or the value of the property benefited are also used.  This type of assessment has been utilized to pay for special public works projects. This source would be difficult to implement, as it would be difficult to assess property owners’ additional fees for large projects such as park and ride facilities or maintenance facilities.
· Right-of-Way 

This source of funding only becomes relevant should ATS decide to pursue federal Section 5309 funding for park and ride lots and/or the maintenance and operations facility.  Should this occur, ATS could utilize the non-federal share of the purchase as a “local match” for the federal funds.  The right-of-way alone could serve as approximately 10-15% match to federal funds.  This number does not include State and local funds for development of conceptual plans and programs.  The large capital projects would require a 20% non-federal match. 

7.1.4
Public/Private Partnerships

Transit systems can leverage their limited resources by forging new partnerships that can bring non-traditional sources of support (including cash, facilities and equipment, in-kind services, and financing mechanisms) that pay partially or fully for new services or facilities where they would not otherwise be feasible.  Financing mechanisms refer to bonds, notes, leases and other forms of debt which are supported by a pledge of future revenues from one, or more, funding sources.  Public entities use financing because it provides the ability to access the capital markets and secure sufficient resources to implement a capital project within an optimal time period.  Without debt financing, public entities would be limited to a pay-as-you-go approach where only annual revenues generated from taxes, user fees and other sources could be used to fund a project.  Local governments and transit agencies are expanding their list of partners to include developers, major employers, colleges and universities, non-profit social service agencies, utilities, property managers and various other entities. Examples of public/private partnerships that have been used in other areas to leverage public funds for new or expanded transit services follow:

· In the Orlando area, the Seminole Town Center (a new shopping mall) approached the City of Sanford about serving the site with transit.  The developer annually contributes $10,000 to the transit agency, LYNX, toward the cost of the service and the City of Sanford matches that contribution.

· Escambia County Area Transit (Florida) entered into an agreement with two malls to underwrite the cost of transportation from the Pensacola Naval Air Station to the malls during the weekend and on nights when normal bus service was unavailable.  The malls decided to split all costs not covered by the farebox on a 50/50 basis. This premium service is provided at no cost to taxpayers and is open door, that is, available to the general public.    

· The Indianapolis transit agency was approached by 20 employers who pooled their resources and paid 70% of the expense of providing late evening and weekend bus services due to an employee shortage problem caused by lack of transportation for such workers (for example, fast food restaurants, hotels).

· Through a Livable Communities Initiatives grant, Corpus Christi Regional Authority bought an old bank building and designed a passenger transfer facility around it.  The authority rents space to private businesses including a barber shop and florist.  The investment in the transfer center also helped spur other private development in the immediate area.

· The San Diego Metropolitan Transit Development Board’s “Adopt a bus stop” program reduces maintenance costs where adjacent businesses or residences “sign up” to maintain the bus stop in front of their building.  Such a program could be extended to bus shelters, benches, and kiosks.

· Augusta Public Transit (APT) has contracted with a private company for bus shelters at no cost to APT.  The shelters are erected and maintained by the private company, and feature space for advertising, trash receptacles, and soft-drink vending machines.

7.1.5
Sale of Advertising Rights

The sale of advertising rights is the most common method used by transit agencies across the country to generate non-farebox revenue.  Transit systems now sell the rights for companies to advertise on buses, benches, shelters, transfer facilities, kiosks, schedules, transfers, passes, system maps, etc.  The transit system can realize cash revenue, or be compensated in trade (for example, getting “free” advertising on radio stations that are advertising on the bus).  Described on the following page are some examples of transit systems which reported gaining revenue or other benefits from selling advertising rights:

· Hampton Roads Transit (HRT) in Virginia administers an advertising program on its buses and vans that offers three approaches for advertisers.  They can either pay for individual racks on buses at rates that encourage multi-month purchases, or they can participate in the Adopt-A-Bus or the Adopt-A-Van program.  The “adoption” programs provide advertisers with exclusive access to the vehicles’ interiors and exteriors. 

For the Adopt-A-Bus program, there is a one-time preparation charge of $750 for painting the bus a base color prior to the application of graphics and returning the bus to HRT colors at the end of the contract.  The advertising charge for a one-year contract is $800 per month, and $750 per month for a two-year contract.  The respective charges for the Adopt-A-Van program are $300, $300, and $250.

· MARTA currently has contracts with private contractors and agreements with local governments to place bus shelters along bus routes.  The shelters are erected by the contractor at no cost to MARTA.  The contractor rents advertising space on these shelters, and is responsible for repairs, lighting, and trash removal.  Annually, MARTA nets about $600 per shelter, with an additional $600 per shelter paid by the contractor to the local government.  MARTA avoids the expense of constructing shelters ($8,000 each) and their maintenance and repair (approximately $2,000 per year).

ATS has developed preliminary estimates for a Bus Shelter Advertising Program that could yield $150,000 - $175,000 per year in revenue, plus cover the shelter capital and maintenance cost through a public/private partnership. A Request for Proposals (RFP) could be written and advertised to establish contact with interested vendors and determine other criteria, for example, locations, content, revenue, etc. The proposal process would provide the opportunity to further develop the project and its cost and revenue estimates. The process would require changes to local ordinances.
ATS also has developed preliminary estimates for an On-Board Interior and Exterior Advertising Program that could yield $125,000 - $150,000 per year in revenue for bus signs. Complete bus “wraps” can generate up to $3,000 per month per vehicle. A RFP process could further refine this project as well. The process would require changes to local ordinances.   
7.1.6
Financing Mechanisms
A range of financing options can be considered in the financial analysis.  Financing mechanisms refer to bonds, notes, leases and other forms of debt which are supported by a pledge of future revenues from one, or more, funding sources.  Public entities use financing because it provides the ability to access the capital markets and secure sufficient resources to implement a capital project within an optimal time period.  Without debt financing, public entities would be limited to a pay-as-you-go approach where only annual revenues generated from taxes, user fees and other sources could be used to fund a project.

The FTA through the Innovative Finance Initiative allows financing techniques and asset management tools which may be used in connection with projects receiving federal transportation assistance in order to leverage federal, State, and local funds.  In addition to traditional general obligation or revenue bond issues, many of the following mechanisms also may be appropriate to the scale and capital needs of the Capital Improvement Program.
· Lease Payment: FTA funds may be used to lease, rather than purchase, transit equipment and facilities. The FTA 5307-Urbanized Formula program may be used to cover the costs of new and pre-existing leases, so long as leasing is more cost effective than a direct purchase.  FTA regulations at 49 C.F.R. Part 639 prescribe how leasing of transit equipment may be eligible.  Moreover, FTA permits on a case-by-case basis, using slightly different criteria, such as leasing under the 5309 and 5311 programs. This capability also applies to the capital and interest costs of contracting for service, referred to as “Capital Cost of Contracting.”  Under a lease structure (provided the grantee demonstrated that a lease was more cost-effective than direct purchase) the equipment or facility could be purchased by a leasing company, and then leased to the grantee.  The grantee would make lease payments from a combination of federal funds and local matching funds.  The primary benefit of such a structure is that it allows the grantee to arrange its cash flow needs on a more level basis.  Secondary benefits include the ability to bank the local share, allowing it to earn interest pending its use for making lease payments, as well as the ability to reprogram some of the current formula grant funds to other projects.   


· State Revolving Loan Fund: States have the ability to use FTA grant funds to establish and operate Revolving Loan Funds in support of public and private non-profit transit operators.  The revolving loan fund allows pooled vehicle purchases that may help reduce acquisition costs.  It provides a mechanism for the State to make loans (with interest) or leases to transit operators who might not be able to arrange such transactions on their own.  The local grantees are able to use subsequent years’ rural or urban grant funds to make loan or lease payments, including reasonable interest.

· Joint Development: There is a great deal of flexibility in FTA’s treatment of Joint Development, particularly as it relates to transit supportive development in FTA’s “Livable Communities Initiative.”  Grantees can lease air rights above a transit facility, or transfer the FTA interest in one property to another, to allow the private development or other use of the property.  FTA funds cannot generally be used to support development of property that is not directly adjacent to the transit facility.  However, if property can be subdivided, the FTA interest can be vested wholly in one part while the other would be considered 100% local share, for purposes such as leasing or mortgaging, which allows the transit agency or local government to actively support land use changes that increase transit use and program income.

According to the FTA, joint development projects are commercial, residential, industrial or mixed-use developments that are undertaken in concert with transit facilities. They may include private and non-profit development activities usually associated with fixed guideway systems that are new, modernized or extended.  Joint development projects may also be associated with bus facilities, intermodal transfer facilities, transit malls and federal, State or local investments in transit facilities.  FTA funds may be used to facilitate development that enhances transit; they may not be used for purely private development such as construction and permanent financing costs related to the design and construction of purely retail, residential or other commercial public and private revenue producing facilities.

FTA encourages transit agencies to develop transit oriented joint development projects either under new grants or with property acquired under previous grants, whether the property is associated with a rail, bus or other transit facility.  The purpose is to both secure a revenue stream for the transit system as well as to help shape the community being serviced by the transit system.  In accordance with the policy, transit agencies have three options: they can sell property as excess for non-transit use; they can lease the property for incidental, non-interfering use by others while the property is held for a future identified transit use; or they can undertake a transit oriented joint development on the property.

In order to be eligible for considerations as a transit oriented joint development project under the policy, the project must have the following characteristics:

· It includes a transit element; and

· It enhances urban economic development or incorporates private investment including office, commercial or residential development; and

· It enhances the effectiveness of a mass transit project, and the non-transit elements is physically or functionally related to the mass transit project; or 

· It creates new or enhanced coordination between public transit and other forms of transportation; or

· It includes non-vehicular capital improvements that result in increased transit usage, in corridors supporting fixed guideway systems.

7.2
Finance Plan
The following paragraphs and tables present a finance plan which includes estimated costs and proposed revenue sources for capital outlays and annual operating costs as well as a Proposed Implementation Phasing Strategy. The Finance Plan indicates the projected amount of capital and operating requirements that ATS would have to fund for planned system and capital expansions.  It should be noted that the following finance plan is preliminary and conceptual in nature.  The reader is cautioned that no verbal or written financial commitments have been made by any federal, State or local governmental entity or government official for this TDP.  The finance plan represents a reasonable or plausible funding alternative that ATS could begin to utilize to advance the Transit Concept Plan and the park and ride program.  

7.2.1 Proposed Implementation Phasing Strategy
It is important to preserve continuity of transit service when implementing changes if minimal disruption to existing customers is to be achieved.  To preserve continuity, there are various implementation strategies that can be used.  The most successful strategy has been to make all of the changes affecting a particular geographical area together.  The entire system would be changed incrementally, one area at a time.  The guiding concept behind this strategy is that it allows customers to adjust to changes on a neighborhood basis.  ATS can also focus their efforts at any one time in assisting riders in adapting to routing and scheduling changes in a single area.  Implementation should be accompanied by marketing efforts to ensure that riders have the information they need.  Operating and customer service personnel also need to be informed and prepared to deal with recurrent questions from the customers during the implementation period.  

It is also important to “bundle” the changes such that ridership growth has the maximum opportunity to track along with the increasing operating costs of the service improvements.  This strategy will be especially important as ATS adds service in less productive evening hours and outlying, lower density areas.  Table 7-1 presents a suggested implementation phasing strategy.
Table 7-1
Five Year Implementation Phasing Strategy 

	Fiscal Year
	Proposed Phasing Strategy

	2006
	Modify routes #1, #2, #6/#6A, #24, and #31.

	2007
	Modify routes #5, #7, #8, and add new route #32.

	2008
	Modify routes #20 and #30.

	2009
	Modify routes #25 and #26.

	2010
	Modify route #9 and add two new routes #29 and #33.


7.2.2
Capital Element
The capital element of the finance plan is based on the bus fleet requirements of the Transit Concept Plan, the park and ride evaluation, and the proposed implementation phasing strategy described in Section 7.2.1, as well as the ongoing bus fleet replacement requirements.  Since the capital element includes an operations and maintenance facility (a high cost improvement that will take several years to design and secure discretionary federal Section 5309 funds) and bus fleet replacement needs beyond the five year TDP period, a ten year capital element is developed for this transit finance plan.  The capital element projects and funding levels are consistent with the MACORTS 2006 – 2008 Transportation Improvement Program (TIP) and 2009 – 2011 Second Tier of Projects.  The first six years of the capital program contained in the TIP is carried over to this capital element.  That is to say, new buses, new demand response The Lift vehicles, new supervisor vehicles, capital maintenance, office equipment, ITS items, digital equipment, farebox upgrades and facility improvements in the TIP are also contained in the first six years of this 10 year capital element.  Chapter 6.0 of this report outlines the details of the Capital Improvement Program.  In addition, The Lift and supervisor vehicles, transit signs, park and ride facility signs, and other capital maintenance and miscellaneous costs are projected beyond the six (6) year TIP to provide the 10 year capital element.
With regard to capital element funding, it was assumed that ATS would continue to use its existing funding sources.  Thus, the future capital element will continue to use federal Section 5307 and 5309 funding on an 80% basis, with the remaining 20% to be split between the State of Georgia and Athens-Clarke County.  Working with GDOT, funding of many of the park and ride facilities (e.g., on SR 10 Loop, US 29, and US 441) could be accomplished through federal highway funding programs.  Therefore, the assumption is that transit funding programs will cover, on average, up to $750,000 for the five new park and ride lots with highway funding programs covering the remaining cost.  For example, the College Station Road park and ride lot estimated at $3,500,000 would be funded with $2,750,000 in highway funds and $750,000 in transit funds.  The park and ride lot upgrade at Georgia Square Mall estimated at $100,000, and the five superstops estimated at $100,000 each, would be funded entirely with transit funds.  No highway funds are included in the capital element of this transit finance plan.

Funding of the operations and maintenance facility likely will require specific project earmarks through the federal Section 5309 program.  Implementation of the park and ride facilities and the operations and maintenance facility may require, depending on the location, minimal environmental study such as an Environmental Assessment or Categorical Exclusion.
Table 7-2 presents the capital element of the finance plan in terms of uses of funds and sources of funds over a 10 year period.  This program totals approximately $26.1 million over the next 10 years for an average of $2.61 million per year.  This would equate to an average State and local expenditure of $261,000 per year each as a match to federal funds.  The larger cost items in this program over the 10 year period include bus purchases of $10.3 million, an operations and maintenance facility at approximately $7.5 million and park and ride lot / superstop facilities totaling $4.4 million.  All of the figures contained in Table 7-2 are in 2005 dollars.
Table 7-2
Capital Element – Finance Plan (Year 2005 Dollars)
[image: image1.emf]FISCAL YEAR 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Totals

Uses of Funds

Buses $1,110,000 $1,110,000 $1,110,000 $1,110,000 $1,110,000 $1,110,000 $1,110,000 $1,110,000 $555,000 $833,000 $10,268,000

The Lift  Vehicles

$90,000 $180,000 $180,000 $90,000 $90,000 $90,000 $90,000 $90,000 $180,000 $180,000 $1,260,000

Supervisor Vehicles $30,000 $30,000 $30,000 $30,000 $0 $0 $0 $0 $30,000 $30,000 $180,000

Transit Signs $0 $3,000 $1,650 $1,650 $1,650 $1,650 $1,650 $1,650 $1,650 $1,650 $16,200

Park/Ride Signs $0 $1,200 $1,200 $0 $1,200 $0 $1,200 $0 $1,200 $1,200 $7,200

Park-Ride Lots/Superstops $0 $200,000 $750,000 $1,800,000 $1,600,000 $0 $0 $0 $0 $0 $4,350,000

Maintenance Facility $0 $0 $0 $0 $100,000 $1,100,000 $4,400,000 $1,900,000 $0 $0 $7,500,000

Capital Maintenance $150,000 $120,000 $145,000 $114,000 $151,000 $143,000 $137,000 $137,000 $137,000 $137,000 $1,371,000

Maintenance Equipment $30,000 $45,000 $30,000 $30,000 $30,000 $30,000 $15,000 $0 $0 $0 $210,000

Office Equipment $25,000 $0 $0 $10,000 $0 $0 $0 $0 $0 $0 $35,000

ITS $136,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $136,000

Digital Equipment $200,000 $30,000 $30,000 $30,000 $30,000 $30,000 $30,000 $30,000 $30,000 $30,000 $470,000

Farebox Upgrade $225,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $225,000

Facility Improvements $37,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $37,000

Total Capital Uses

$2,033,000 $1,719,200 $2,277,850 $3,215,650 $3,113,850 $2,504,650 $5,784,850 $3,268,650 $934,850 $1,212,850 $26,065,400

FISCAL YEAR 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Totals

Sources of Funds

Federal 5307/5309 $1,626,400 $1,375,360 $1,822,280 $2,572,520 $2,491,080 $2,003,720 $4,627,880 $2,614,920 $747,880 $970,280 $20,852,320

State $203,300 $171,920 $227,785 $321,565 $311,385 $250,465 $578,485 $326,865 $93,485 $121,285 $2,606,540

Local $203,300 $171,920 $227,785 $321,565 $311,385 $250,465 $578,485 $326,865 $93,485 $121,285 $2,606,540

Total Capital Sources

$2,033,000 $1,719,200 $2,277,850 $3,215,650 $3,113,850 $2,504,650 $5,784,850 $3,268,650 $934,850 $1,212,850 $26,065,400


7.2.3 
Operations Element
The operations element of the finance plan is based on the Transit Concept Plan and the proposed implementation phasing strategy described in Section 7.2.1.  The Concept Plan outlines the proposed operations for ATS through the FY 2006- FY 2010 timeframe that includes an estimate of route distances; peak, base and evening headways; revenue bus miles; revenue bus hours; and the required number of peak, base and evening vehicles.  This information is relied upon heavily for the operations element of the finance plan.

With regard to the uses of funds, the operations element costs are based on the proposed service phasing.  The fixed route revenue bus hours would incrementally increase from the 2005 level of 56,530 annual revenue bus hours to 63,620, 80,090, 86,330, 95,530, and 106,610 annual revenue bus hours for FY 2006 - FY 2010, respectively.  From 2005 to 2010 there is a proposed increase of 49,680 annual revenue bus hours.  The annual revenue bus hours for ADA demand response service (The Lift) were increased annually based on the corresponding increase in service hours operated by the phased fixed route service recommendations.
With regard to operating cost per revenue bus hour, information contained in the 2003 National Transit Database (NTD) submitted by ATS was utilized as a base.  Thus the cost to provide fixed route bus service was divided by the number of revenue bus hours provided in that year to arrive at a 2003 cost per revenue bus hour of $50.88. For ADA demand response service, the same methodology was applied, resulting in a 2003 cost per revenue hour of $47.42.  These unit costs were inflated to current dollars for FY 2006, and then inflated annually at an assumed inflation rate of 3% per year to arrive at each individual year’s cost per revenue hour for FY 2006 – FY 2010.
With regard to the sources of funds, it was assumed that ATS would continue to use its existing funding sources.  Thus, the future operations program will continue to access federal Section 5307 and 5311 funding, with the remaining funds to be allocated between the passenger farebox revenues and Athens-Clarke County local funds.  The proposed Transit Concept Plan also included projected ridership estimates and passenger farebox revenue estimates.  Passenger farebox revenues are often expressed as a farebox recovery ratio (FRR).  That is, the passenger revenues collected divided by the operating cost.  For example, if a route costs $200,000 to operate and passenger revenues collected are $60,000, the FRR would be 0.30, or 30%.  The FRR can be calculated by route as in the example, and/or for the transit system as a whole.  The FRR is an important performance measure to track how much the user is contributing to the cost to provide the service.  ATS’ existing FRR standard is 0.35, or 35%.  That is, the ATS system has a FRR performance objective to achieve an overall system FRR of 35% over a period of time.  Table 7-3 presents actual ATS system FRRs for the period from FY 2002 to FY 2005. 

Table 7-3

Actual ATS System Farebox Recovery Ratios 

	Fiscal Year
	System Farebox Recovery Ratio

	2002
	0.25

	2003
	0.26

	2004
	0.38

	2005
	0.36 (estimated)


The FRR improved in FY 2004 primarily due to a renegotiated service contract with the University of Georgia.  What generally happens from year to year is that the operating costs tend to increase due to normal escalation in labor rates and other items such as fuel costs.  As the operating costs escalate, the trend is for the FRR to decrease to a point where the transit agency (local government) then raises its fares to achieve a higher FRR.  For example, to achieve a system FRR standard of 35% over a period of time ATS may raise fares on a one time basis to yield a FRR of 40%, and then allow that FRR to erode over a period time to 30% before raising the fare again.  That would, in effect, create a ±5% increase in the FRR around the average FRR standard of 35%.  Generally, this is the scenario set up by the recently renegotiated University of Georgia service contact and the July 1, 2005 ATS fare increase.  Alternatively, the transit agency (local government) could decide to raise fares annually at the same rate as the operating costs escalate to maintain a certain FRR performance measure standard. 
With strong ridership and low costs, ATS enjoys a FRR that is well above average in the U.S. (FRR = 18.5% for U.S. urbanized areas under 200,000 in population in 2003).  The ATS budget for FY 2006 continues this performance with an estimated system FRR of approximately 38%.  We would anticipate that this high FRR will erode somewhat with implementation of this TDP. This is due to the fact that ATS is currently operating during the most productive time periods and along the most productive corridors.  With the recommended TDP, ATS will begin to add service in less productive evening hours and outlying, lower density areas.  However, the future ridership estimates of the proposed Transit Concept Plan still yield a strong FRR of 32% (this system FRR does not include the FRR performance of The Lift service).  In comparison, many transit agencies struggle to maintain a 20% FRR.  We do not anticipate ATS ever dropping to a 20% FRR level as long as improvements are carefully implemented and properly marketed to the public due to the strong base of general public and University of Georgia ridership, and continuing stewardship toward providing the service for the lowest cost.  ATS should also commit to a periodic review of its fare policy and pricing structure to maintain the appropriate farebox return.

Table 7-4 presents existing and projected FRRs for individual routes and for the system as a whole.  These system FRRs do not include the FRR performance of The Lift service.  The existing FRRs are estimated based on existing ridership, the July 01, 2005 fare increase, and FY 2006 projected operating costs.  The projected FRRs are estimated based on ridership projections of the recommended Transit Concept Plan, the July 1, 2005 fare increase, the assumed $2.50 full fares for neighborhood circulator services, and FY 2010 projected operating costs.  Scenario A includes only modifications to current route alignments, new routes, and service frequency increases.  Scenario B includes the Scenario A changes plus added evening hours and new Saturday service.  Table 7-4 shows that the existing system FRR trends downward from 0.38 (38%) in 2006 to 0.33 (33%) for Scenario A in 2010 and to 0.32 (32%) for Scenario B in 2010.  This is to be expected since some of the proposed service improvements are in less productive areas and hours; and more importantly, the fares are constant over the period and the operating costs continue to escalate.  Nevertheless, the system FRRs tend to hold up well, primarily due to strong routes such as #1, #12, #14, and #28.  In fact, the strong ridership of these routes contribute greatly to the overall strong system FRR and allows ATS to continue to serve other less productive areas to meet overall community needs.  Also, Scenario B demonstrates that the ridership yield is less for off-peak service hours, thus decreasing the FRR for those routes with evening hours added.  
Table 7-4
Existing and Projected Farebox Recovery Ratios     

[image: image2.emf]No.  Route Existing Scenario A Scenario B

1 North Avenue / Danielsville Road 0.55 0.57 0.53

2 East Athens 0.34 0.39 0.37

5 Baxter / Alps / Hawthorne / Homewood 0.34 0.31 0.28

6/6A West Broad / Atlanta Highway 0.31 0.28 0.28

7 Prince Avenue 0.39 0.32 0.35

8A Barber / Boulevard / Oglethorpe / Chalfont 0.00 0.22 0.25

8B Barber / Newton Bridge / Garnet Ridge 0.23 0.23 0.23

9 Macon Highway / Five Points 0.29 0.25 0.22

12 Riverbend 0.75 0.73 0.73

14 East Campus / South Milledge 0.48 0.47 0.47

20 Georgia Square Mall 0.43 0.38 0.35

24 Athens Tech 0.20 0.18 0.15

25 College Station Rd / Gaines School Rd / Lexington Rd 0.30 0.30 0.26

26 Oconee St / Lexington Rd 0.34 0.27 0.30

27 Barnett Shoals / Cedar Shoals 0.32 0.30 0.30

28 College Station Campus Express 0.67 0.65 0.65

29 MLK / US 441 / Sandy Creek Park 0.00 0.26 0.26

30 West Athens Circulator 0.00 0.23 0.23

31 North Athens Circulator 0.00 0.23 0.23

32 Northwest Athens Circulator 0.00 0.23 0.23

33 Whitehall / Old Lexington Circulator 0.00 0.23 0.23

Total System 0.38 0.33 0.32

Notes:

1. Scenario A includes modifications to current route alignments, new routes, and service frequency increases. 

2. Scenario B includes Scenario A changes plus added evening hours and new Saturday service.

3. Farebox recovery ratio = passenger farebox revenue/operating cost.

4. Projected passenger revenue calculated using $0.84 average fare for "The Bus" fixed routes and

    $1.875 average fare for "The Link" type flexible circulator routes (#30 - #33).

5. Operating costs for existing system are in FY 2006 dollars. 

6. Operating costs for Scenarios A and B are in FY 2010 dollars.

Farebox Recovery Ratio


Table 7-5 presents the operations element of the finance plan in terms of uses of funds and sources of funds over the five year TDP period. In order to be consistent with the MACORTS Transportation Improvement Program (TIP), the adopted funding breakouts for FY 2006 and FY 2007 were utilized in the sources of funds breakouts for federal and local shares.  After FY 2007, the federal shares increase in proportion to anticipated increases in the federal Section 5307 funds.  The FRR estimated for the proposed Transit Concept Plan was used to calculate the farebox revenue share.  Thus, The Bus and The Link farebox revenue share is 38%, 42%, 37%, 34% and 32% for FY 2006 - FY 2010, respectively. Farebox revenues also include fares collected from The Lift service. Other direct revenues are assumed to contribute from 3.7% to 7.8% annually.  The operating element grows from approximately $3.6 million in FY 2006 million over the next five years to $6.8 million in FY 2010.  This reflects an 88% increase in service hours and operating costs from FY 2006 to FY 2010. All costs contained in Table 7-5 are in Year of Expenditure dollars.
Table 7-5
Operations Element – Finance Plan (Year of Expenditure Dollars)
[image: image3.emf]FISCAL YEAR 2006 2007 2008 2009 2010

USES OF FUNDS

The Bus and Link  Service

Revenue Hours 63,320 80,090 86,330 95,530 106,210

Cost Per Hour $53.17 $54.76 $56.41 $58.10 $59.84

Peak Buses 22 26 27 29 32

Bus Subtotal $3,366,699 $4,386,104 $4,869,671 $5,550,279 $6,355,909

The Lift  Service

Revenue Hours 4,592 5,350 5,998 6,846 7,396

Cost Per Hour $49.55 $51.04 $52.57 $54.15 $55.77

DR Subtotal $227,544 $273,063 $315,330 $370,716 $412,480

Total Uses of Funds

$3,594,243 $4,659,167 $5,185,000 $5,920,995 $6,768,390

FISCAL YEAR 2006 2007 2008 2009 2010

SOURCES OF FUNDS

Federal 5307/5311 $552,788 $803,327 $835,621 $906,231 $964,048

Farebox/Other $1,467,166 $2,252,513 $2,075,251 $2,163,887 $2,312,835

Local $1,574,289 $1,603,327 $2,274,128 $2,850,878 $3,491,506

Total Operations Sources

$3,594,243 $4,659,167 $5,185,000 $5,920,995 $6,768,390


7.3
Economic Impact
The economic impact of transit has been extensively documented in recent studies across the nation.  Overall, according to the American Public Transit Association, every dollar taxpayers invested in public transportation generates $6 or more in economic returns.  Furthermore, every $1 million in capital investment in public transit yields $3 million in increased sales and creates 30 new permanent jobs.  For example, the new downtown Multi-Modal Transportation Center, a $14 million project, has a direct additional economic impact of $42 million.  The ten year capital program contained in this report totals approximately $26.1 million (2005 dollars).  This means that the new additional economic impact of the capital program is approximately $78 million over the ten year period, which also equates to 780 new jobs over the same 10 year period.  Finally, every $10 million in operating investment yields $32 million in increased sales.  Therefore, the five year transit operating investment of $26 million would yield approximately $83 million in increased sales over the next five years.
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