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7 FINANCIAL PLAN 
7.1 Introduction 
This financial plan outlines the anticipated operating and capital costs associated with the 
Arlington County Transit Development Plan (TDP). The purpose of developing a financial 
plan is twofold: it allows the County to determine how much service and how many of the 
TDP recommendations can be funded in the constrained operating plan, and it provides 
the County and State with a forecast of the operating and capital funding needs necessary 
to support those transit services. The financial forecasts in this chapter cover a 10-year 
period from FY2017 to FY2026; all figures are in year of expenditure dollars. 
Unlike many other jurisdictions in the state, Arlington is served by a number of interrelated 
transit operations. In order to capture the financial impacts of all transit services, the TDP 
looks at the costs associated with ART and the operations of Metrobus, the bus service 
provided by the Washington Metropolitan Area Transit Authority (WMATA). Due to the 
differing levels of control between the County and its various transit services, the Financial 
Plan addresses the cost of each mode in a different manner:  

• ART and STAR: For Arlington controlled fixed route bus (ART) and its paratransit 
service, Specialized Transit for Arlington Residents (STAR), the Financial Plan 
outlines a detailed operating and capital cost forecast. These costs directly reflect 
the impact of the TDP service recommendations. 
 

• Metrobus: A number of TDP recommendations impact Metrobus, including the 
shifting of Metrobus service to ART in order to realize greater cost efficiencies. The 
Financial Plan seeks to estimate the full operating cost impact of any Metrobus 
service recommendation. No capital budget was prepared for Metrobus.  

 
• Metrorail and MetroAccess: The TDP does not provide any recommendations 

for these services. An operating budget was prepared based on a baseline forecast 
from existing service levels.  

7.2 Assumptions  
In order to project operating costs across a 10-year period, a number of financial 
assumptions must be made. For each mode, the Financial Plan uses the baseline cost of 
operating the service, projected off of FY2016 and FY2017 budgets; for Metrobus and 
ART that baseline is then adjusted to reflect the impact of the TDP recommendations. 
Similarly, a capital budget was created based on the year in which the capital needs 
outlined in the Capital Improvement Plan will require funding. To the greatest degree 
possible, growth assumptions are based on historical data, including a five-year 
retrospective of ART and STAR operating costs.  
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7.2.1 Operating Revenue Assumptions  
Arlington Transit  
ART and STAR services are supported by a combination of fare revenue, local business 
contributions, State funding, Transportation Capital Fund (TCF) revenue, and general 
fund contributions from Arlington County.  
For fare revenue, the plan assumes that fares will grow at the same interval as Metrobus, 
increasing the standard fare by $0.25 on a biannual basis.  In recent years, ART has 
matched Metrobus increases of $0.25, but has not matched increases of less than that 
amount. This fare increase will not just result in increased revenue per passenger, but 
also will result in changes in ridership due to an assumed fare elasticity of -0.2.1 The fare 
elasticity is counteracted by an assumed inflation rate of three percent that essentially 
reduces the value of fares over time, as well as an observed baseline ridership growth 
rate of 1.9 percent for routes operating along Columbia Pike and one percent for routes 
operating elsewhere in the County. These rates reflect existing population and 
employment growth forecasts.  
For State Operating Assistance, the plan assumes a 2.5 percent growth in State operating 
aid for baseline service. The TDP assumes that State Operating Assistance will fund 18 
percent of the cost of new service. Arlington County recognizes that using fixed 
percentages to forecast State Operating Assistance is an imperfect method, as the 
amount of State assistance available for ART and STAR are significantly impacted by 
changes in the overall level of transit service in Virginia.   
Arlington County receives private contributions to support ART service. The values 
between FY2016 to FY2020 are already known; future business contribution revenue 
after that timeframe is kept fixed at FY2020 levels.  
In FY2017 ART will begin receiving TCF funding from the County. For the plan, TCF 
funding is forecasted based on pre-ascribed amounts that Arlington has budgeted toward 
supporting ART. These values escalate by approximately three percent a year.  
Finally, General Fund revenue represents the remaining source of funding for Arlington 
transit services. Any remaining budget shortfalls after the other sources are accounted 
for are expected to be paid through the County General Fund.  
WMATA  
The County funds the Metrobus subsidy with a mix of General Fund, State aid and 
Regional Gas Tax revenues. In recent years, the General Fund has funded between 45 
and 55 percent of the total Metro subsidy, including Metrorail and MetroAccess.  For the 
TDP recommendations, the fare revenue was forecasted based on an average fare of 
$1.12 and a standard fare of $1.75. As with ART, Metrobus will have biannual fare 
increases of $0.25 and fare elasticity is set to the Metrobus standard observed rate of -
0.245. WMATA’s remaining operating costs are funded through a combination of local 

                                                
1 Low range from WMATA’s regional fare elasticity study, 2010.  
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General Fund revenue, State Aid, and Regional Gas Tax Funding. In recent years the 
County General Fund has supported 45 to 55 percent of WMATA’s total subsidy. The 
plan assumes that any future service expansion to WMATA service will be supported 
solely by fare and General Fund revenue.  
 

7.2.2 Operating Cost Assumptions  
ART  
Arlington’s operating costs fall generally into two broad categories: administration and 
operations. Both ART and STAR are operated by independent contractors with the 
County providing oversight.  
The Financial Plan uses a number of assumptions to forecast future operating costs for 
ART and STAR. The County expects that the overall baseline costs for operating ART 
will grow at three percent per year. To forecast the cost of TDP recommendations, the 
Financial Plan uses a three variable cost model that assigns different costs based on the 
revenue hour, revenue mile, and peak vehicle impacts of a recommendation. All of these 
cost factors are estimated to grow by three percent a year as well.  
The plan assumes that STAR contractual costs and fuel costs will grow faster than 
inflation. STAR costs are assumed to grow by five percent a year as a conservative 
assumption to reflect the long-term trend of growing paratransit demand. Fuel costs are 
projected based on the Word Bank’s North American Natural Gas index. As fuel prices 
are currently at historic lows, the County expects these costs to grow by an average of 
eight percent a year between now and FY2026. This TDP does not recommend changes 
in the provision of STAR services, as service policies are being addressed in another 
forum. 

7.2.2.1 WMATA  
The team forecasted WMATA costs based on an annual growth rate of three percent. For 
Metrobus service, the cost impact of any recommendation was determined by first 
calculating the net change in revenue hours and multiplying it by an hourly cost of $145 
dollars.2 The model assumes that Arlington’s share of a route’s cost equals the net cost 
of the service change minus the net fare revenue multiplied by the proportion of net 
revenue miles within Arlington County. In reality, WMATA service costs are apportioned 
to each member jurisdiction based on a multi-variable cost model and not simply by the 
amount of revenue hours or miles provided. Nonetheless, in the absence of information 
from other jurisdictions, this was deemed the best method to estimate the cost impacts of 
changes to WMATA service on Arlington County3.  

                                                
2 Revenue hour conversion of WMATA provided rate of $115 per platform hour. Platform hours include time 
when the vehicle is in operation but not revenue service, such as the time it takes to reach the bus garage. 
Revenue hours are limited to the time a bus is servicing passengers.  
3 Same methodology as other peer TDP’s, i.e. Fairfax County.  
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7.2.3 Capital Cost Assumptions  
The capital costs and revenues in the TDP Financial Plan reflect the assumptions set in 
the County's proposed Capital Improvement Plan for FY2017 – FY 2026.  
For the next ten years, the County anticipates revenue from the following sources: 
Federal formula and discretionary funding from the 5307 and 5339 programs, State match 
funding, regional funding through HB2313, and local capital contributions. The capital 
plan assumes that 80 percent of vehicle replacement and rehabilitation costs will be 
funded through federal funding, with the remaining 20 percent match funded half locally 
and half by the State. For fleet expansion projects, Arlington will pursue a 50 percent 
State match, with regional funding accounting for 40 percent of the project cost and local 
funds supporting the remaining 10 percent of the project cost.  
All non-fleet projects will be funded based on the existing DRPT capital funding match 
rates. Facility projects, including operations and maintenance facility, as well as 
passenger amenities, will be funded 34 percent by the state. All projects that do not qualify 
as a fleet or facility project will be funded with a 17 percent State match. The remaining 
share of project costs will be supported through local and regional funding.  
The capital figures are all in year of expenditure dollars and assume a three percent 
inflation rate. Please see Chapter 6: Capital Improvement Plan for more detailed 
information on the individual costs and projects included in this plan.  

7.3 Operating Budget 
7.3.1 ART 
Arlington County plans to fully fund the TDP’s recommendations for ART through a 
combination of new funding sources and cost efficiencies (Table 1). The amount of 
General Fund revenue required to operate the system will grow by an average of one 
percent a year from FY2016 to FY2026. The introduction of TCF funding will lower the 
General Fund contribution by 26 percent between FY2016 and FY2026. 
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Table 1 | ART Operating Revenue Projection (1,000s) 
Fiscal Years 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Fare Revenue $3,836 $4,190 $5,366 $7,033 $7,956 $8,335 $9,087 $9,226 $10,093 $10,209 

Baseline $3,806 $3,852 $4,257 $4,283 $4,687 $4,715 $5,119 $5,149 $5,553 $5,586 

TDP Recommended New 
Service 

$29 $339 $1,108 $2,750 $3,269 $3,620 $3,969 $4,077 $4,540 $4,623 

Business Contributions $326 $333 $340 $347 $347 $347 $347 $347 $347 $347 

State Operating $3,353 $3,645 $4,180 $4,787 $5,042 $5,203 $5,316 $5,566 $5,875 $6,053 

Baseline $3,297 $3,380 $3,464 $3,551 $3,640 $3,731 $3,824 $3,920 $4,018 $4,118 

TDP Recommended New 
Service 

$55 $265 $716 $1,236 $1,402 $1,473 $1,493 $1,647 $1,858 $1,935 

TCF $594 $612 $630 $649 $669 $689 $709 $731 $752 $775 

General Fund $3,143 $4,008 $5,156 $6,135 $6,280 $6,542 $6,210 $7,119 $7,574 $8,188 

Baseline $2,921 $3,139 $3,003 $3,254 $3,161 $3,453 $3,380 $3,693 $3,651 $3,995 

TDP Recommended New 
Service 

$222 $686 $0 $0 $0 $0 $0 $0 $0 $0 

Metrobus Savings4 $0 $183 $2,153 $2,880 $3,119 $3,089 $2,830 $3,425 $3,923 $4,193 

TOTAL $11,251 $12,788 $15,672 $18,951 $20,294 $21,116 $21,670 $22,989 $24,641 $25,572 

Arlington plans to apply the savings from converting the Metrobus 22 Lines and Metrobus 
4B into ART operated routes toward funding expansion bus service on ART. After fare 
revenue and state operating assistance is taken into account, the General Fund savings 
borne by converting those Metrobus routes will be great enough to cover the cost of all 
ART service expansion.  
The ART farebox recovery ratio is forecast to grow at a slower rate as the system 
expands. The TDP strives to develop efficient service recommendations. Revenue miles 
and peak vehicles are forecast to grow at a slower rate than ridership and revenue hours. 
This demonstrates the TDP’s efforts towards maximizing service efficiency. This trend of 
expanding ART into more productive routes and corridors, coupled with biannual fare 
increases, is anticipated to result in the steady improvement in the farebox recovery rate 
from 33 percent today to 41 percent by FY2020.  
Arlington County expects its unit costs on the existing baseline service to grow by 
approximately three percent per year, not including fuel.5 This cost expansion rate is one 
percentage point above inflation, reflecting the growing cost of labor in the County. The 
cost per revenue hour of implementing the TDP recommendations will be below the 
system-wide average cost per revenue hour. This is due to the recommendations 
focusing on cost-efficient service expansion, including additional service during off-peak 
hours.  
The administrative costs for ART are anticipated to triple over the next 10 years, 
compared to the overall operating budget doubling during this period (Table 2). This large 

                                                
4 General fund revenue re-allocated from subsidizing the 22 Line and 4B Metrobus services. 
5 Fuel cost forecast tied to World Bank North American Natural Gas index 



  Financial Plan 
 

 
Arlington County Transit Development Plan                                                      Page | 7-6

    

cost increase is due to the fact that the TDP assumes all additional staff hired to support 
ART will fall under the Arlington Transit budget. Today there are a number of key 
administrative staff whose salaries come out of other cost centers in the County. Future 
administrative staffing growth entirely attributed to Arlington Transit for the purposes of 
this TDP. 

Table 2 | ART Operating Cost Forecast (1,000s) 
Fiscal Years 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Change in Rev. Hrs. 7.7 45.3 45.3 80.8 89.1 91.2 90.4 94.7 104.4 105.6 
County 
Administration 

$535 $889 $916 $1,152 $1,258 $1,296 $1,297 $1,453 $1,577 $1,624 

Baseline $449 $463 $477 $491 $506 $521 $537 $553 $569 $586 

TDP Recommended 
New Service 

$85 $426 $439 $661 $752 $775 $760 $900 $1,008 $1,038 

Operations $10,716 $11,899 $14,756 $17,799 $19,036 $19,820 $20,373 $21,536 $23,064 $23,947 
Baseline $10,496 $10,852 $11,218 $11,593 $11,998 $12,413 $12,842 $13,287 $13,751 $14,234 

TDP Recommended 
New Service 

$221 $1,047 $3,538 $6,206 $7,038 $7,407 $7,532 $8,249 $9,313 $9,713 

TOTAL  $11,251 $12,788 $15,672 $18,951 $20,294 $21,116 $21,670 $22,989 $24,641 $25,572 

7.3.2 STAR 
Arlington’s STAR paratransit service is supported by a combination of State Aid and 
General Fund revenue. The program also collects fare revenue but those funds are taken 
directly by the STAR’s private vendors and deducted from the cost of operations. General 
Fund revenue will fund a growing percentage of operating costs as the TDP assumes that 
State Aid to the program will remain stable at FY2017 levels.  
The County expects operating costs for STAR to grow by five percent, reflecting the 
growing demand for paratransit services in the County as well as expected increases in 
contractor rates. Administrative costs will grow at three percent a year (Table 3).  

Table 3 | STAR Operating Cost Forecast (1,000s) 
Fiscal Years 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Operating Revenue           
State Aid $946 $946 $946 $946 $946 $946 $946 $946 $946 $946 
General Fund $2,135 $2,289 $2,451 $2,620 $2,799 $2,986 $3,182 $3,389 $3,605 $3,833 
TOTAL $3,081 $3,235 $3,397 $3,567 $3,745 $3,932 $4,128 $4,335 $4,551 $4,779 
Operating Cost           
Contractual Services $3,075 $3,229 $3,390 $3,560 $3,738 $3,925 $4,121 $4,327 $4,544 $4,771 
Administration $6 $6 $6 $7 $7 $7 $7 $7 $8 $8 
TOTAL $3,081 $3,235 $3,397 $3,567 $3,745 $3,932 $4,128 $4,335 $4,551 $4,779 



  Financial Plan 
 

 
Arlington County Transit Development Plan                                                      Page | 7-6

    

7.3.3 WMATA 
For the purposes of the TDP, WMATA operating costs only represent the portion of 
system costs funded by Arlington County. The County provides General Fund 
contributions to Metrobus (including regional and non-regional service), Metrorail, and 
MetroAccess. The Financial Plan uses Arlington’s FY2017 contribution as a baseline to 
project out its costs associated with WMATA service.  
The TDP includes a number of recommendations that impact WMATA service, including 
a package of improvements along Columbia Pike in FY2018. The local cost associated 
with service expansion will be funded entirely through additional General Fund revenue. 
Some of the ART service expansion will be funded through the conversion of the 22 Line 
and 4B, along with other smaller service adjustments to Metrobus routes within the 
County. Overall WMATA is expected to continue to be the largest transit recipient of 
County General Fund revenue (Table 4).

Table 4 | WMATA Operating Cost Forecast 
Fiscal Years 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Metrobus $30,679 $34,516 $37,526 $37,288 $39,767 $41,170 $41,973 $43,779 $45,411 $46,967 

Baseline Service $30,664 $31,584 $32,532 $33,508 $34,513 $35,549 $36,615 $37,713 $38,845 $40,010 
TDP Recommended 
New Service 

$15 $2,932 $4,994 $3,780 $5,254 $5,621 $5,358 $6,066 $6,566 $6,957 

Metrorail  $25,107 $25,860 $26,636 $27,435 $28,258 $29,106 $29,979 $30,879 $31,805 $32,759 
Metro Access $823 $848 $873 $899 $926 $954 $983 $1,012 $1,043 $1,074 
TOTAL  $56,609 $61,224 $65,036 $65,623 $68,952 $71,230 $72,934 $75,670 $78,258 $80,800 
General Fund Revenue  $56,609 $61,224 $65,036 $65,623 $68,952 $71,230 $72,934 $75,670 $78,258 $80,800 

Baseline  $56,595 $58,292 $60,041 $61,842 $63,698 $65,609 $67,577 $69,604 $71,692 $73,843 
TDP Recommended 
New Service 

$15 $2,932 $4,994 $3,780 $5,254 $5,621 $5,358 $6,066 $6,566 $6,957 

 

7.4 Capital Budget 
For the TDP, Arlington County has captured the capital costs that are included within 
Arlington’s proposed Capital Improvement Plan (Table 5). These expenditures include 
specific investments in the WMATA system that are directly funded by the County but not 
indirect expenditures such as new Metrobus vehicles or Metrorail state of good repair 
investments. 
The single largest capital expense over the next 10-years for the County will be facilities 
(Table 6). Arlington plans to build a new bus maintenance facility, as well as construct a 
satellite parking facility and CNG fueling station. Some of the largest facility expenditures 
will be expansion upgrades to Metrorail stations, such as additional entrances and the 
reconfiguration of bus bays. Arlington will continue to invest in improved passenger 
amenities, especially along its planned Premium Transit Network.  
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Fleet expenditures are focused on expanding, rehabilitating and replacing the ART bus 
fleet. These costs are expected to peak in FY2024 as a large number of vehicles reach 
the end of their life.  
Finally, the Other category includes ongoing investments in support systems and 
technology. For example, one major capital initiative is the development of off-board fare 
collection. 

Table 5 | Capital Budget Summary (1,000s) 
Fiscal 
Years 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Project Costs 
Fleet  $2,216 $8,177 $2,775 $7,853 $2,114 $6,230 $990 $15,324 $9,256 $866 
Facilities  $33,258 $30,840 $61,045 $83,666 $63,901 $44,714 $29,609 $30,524 $30,601 $29,368 
Other  $1,627 $1,873 $3,583 $5,854 $4,600 $1,364 $137 $870 $132 $312 
Cost 
Subtotal $37,101 $40,890 $67,402 $97,373 $70,615 $52,308 $30,736 $46,718 $39,988 $30,545 

Project Revenues 
Federal 
Funding --- $1,689 $2,220 $1,787 $1,692 $4,984 $792 $8,307 $7,405 $692 

State 
Funding $5,825 $11,148 $31,197 $30,606 $20,705 $16,232 $10,191 $14,017 $11,353 $10,107 

Regional 
Funding --- $7,783 $13,178 $53,074 $33,658 $13,418 $14,344 $19,272 $18,638 $17,706 

Local $1,987 $5,757 $10,100 $6,563 $8,305 $17,674 $5,409 $5,122 $2,594 $2,040 
Previously 
Approved 
Funding 

$29,289 $14,512 $10,707 $5,343 $6,255 --- --- --- --- --- 

Funding 
Subtotal $37,101 $40,889 $67,402 $97,373 $70,615 $52,308 $30,736 $46,718 $39,989 $30,546 
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Table 6 | Capital Budget 10-Year Totals (1,000s) 
 10-Year Total  

Project Costs 
Fleet   $                        55,801  
Facilities   $                      437,525  
Other   $                        20,352  
Cost Subtotal  $                     513,677  

Project Revenues 
Federal Funding  $                        29,568  
State Funding  $                      161,382  
Regional Funding  $                      191,071  
Local  $                        65,550  
Previously Approved 
Funding  $                        66,106  
Revenue Subtotal  $                     513,677  

 

7.5 Conclusions 
Over the next 10 years, the County expects the budgets for ART and STAR, along with 
its contributions to WMATA, to grow along with service expansion, ridership and fare 
revenue. ART will see the greatest percentage growth, with the system’s operating budget 
expanding by 130 percent over the 10-year planning horizon. These costs will result in 
minimal impacts to the County General Fund as much of this expansion is funded through 
the conversion of the Metrobus 22 Lines and 4B into ART services, higher fare revenue, 
the introduction of TCF funding, and ongoing State aid.  
The Metrobus budget will see moderate growth and the increases will be borne by the 
County General Fund.  
STAR is another service that will see an increase in General Fund needs during the 10-
year planning horizon. While the TDP does not expect there to be any major service 
expansion of STAR, the natural growth in demand for the service and increasing 
contractor costs will help drive costs for the paratransit program.  This growth is expected 
despite the success in attracting seniors and riders with disabilities to use ART service.  
Ridership from those two demographic groups on ART has been increasing 15 percent 
annually in recent years.  STAR may also be used to implement Flex demand-response 
service as recommended by the TDP.  However, the cost of implementing Flex is 
presented as an ART expenditure in this document. 
On the capital side, Arlington County will be focused on funding new and replacement 
rolling stock, along with continuing to invest in improved passenger facilities and 
amenities across the system. The single largest Capital Cost will be investments to 
improve the capacity and quality of busy Metrorail stations in the County, including new 
station entrances and reconfigured bus bays.   
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Appendix A: Budget Retrospective  
 
Table 7 | ART Operating Budget Retrospective 

 2013 2014 2015 2016 (Budget) 
Revenue  
Fare Revenue  $2,017,950 $2,459,831 $2,817,556 $3,001,686 
Advertising 
Revenue  $0 $47 $0 $0 

Business 
Contributions  $302,984 $267,079 $437,586 $282,984 

State Operating 
Assistance $1,892,302 $1,998,266 $2,716,090 $3,297,367 

General Fund  $4,160,449 $3,819,851 $3,501,815 $3,958,476 
TOTAL $8,373,685 $8,545,074 $9,473,047 $10,540,513 

Costs 
Personnel $287,543 $295,894 $302,794 $311,126 
Employee Benefits $116,498 $115,075 $119,182 $122,198 
Contractual 
Services $7,364,296 $7,503,789 $8,444,830 $9,411,388 

Internal Services $603,780 $626,394 $602,792 $692,801 
Other $1,568 $3,922 $3,449 $3,000 

TOTAL $8,373,685 $8,545,074 $9,473,047 $10,540,513 

 
Table 8 | STAR Operating Budget Retrospective 

STAR 2012 20136 2015 2016 (Budget) 
Revenue 
State Aid  $946,150 $946,150 $946,150 $946,150 
General Fund $1,613,094 $1,653,422 $1,699,018 $1,988,555 
Operating Costs 
Contractual 
Services $2,553,858 $2,595,128 $2,614,815 $2,928,840 

Internal Services $5,386 $4,334 $7,857 $5,865 
Other  $0 $110 $22,496 $0 

TOTAL $2,559,244 $2,599,572 $2,645,168 $2,934,705 

 

                                                
6 FY2014 STAR data was unavailable 
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