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FINANCIAL ASSESSMENT

INTRODUCTION

PURPOSE

The purpose of this financial assessment is to understand the potential funding constraints and
document assumptions used in the development of reasonably expected revenues for the 2021
Regional Transportation Plan (RTP) for Skagit County. The financial forecasts and assumptions are for
planning purposes and in accordance with State and Federal law. These estimates have been
developed to assist in project prioritization and planning, but are not intended to be precise forecasts.
Exact funding levels are difficult to predict given the uncertainties of funding sources. The figures
discussed in this report are estimates to be used for planning purposes; actual revenues are highly
sensitive to local, state, and federal policy decisions; availability and competitiveness of grant funding;
personal choices of residents; and other market forces.

Many of the funds discussed in this section may be used to fund the maintenance and operations of
existing capital facilities or to construct new ones. However, as maintenance and operations costs of
existing facilities increase faster than inflation, jurisdictions are confronted with difficult decisions
regarding whether to fund these costs, at the expense of building new capital, or to adjust level of
service standards. This report is intended to inform the RTP about its likely future financial position as it
grapples with these decisions.

APPROACH
The information presented here begins with total future transportation revenue projections. From this
total, funds already committed to bond payments have been removed, resulting in estimated available
funds for expenditure. This total is then compared to estimated total maintenance expenditures on
existing infrastructure, recognizing that a jurisdiction’s first commitment is to maintain current
infrastructure before building new. The remaining dollars are those estimated to be available for capital
expenditures.

To develop these financial projections, historical transportation revenue and expenditure data were
examined from annual reports available from the Washington State Department of Transportation, and
from the individual jurisdictions, where available.

The reports available from WSDOT, contain data submitted directly by each jurisdiction on an annual
basis. This data represents all expenditures and revenues associated with transportation capital,
maintenance, and operations programs in a given year, including traffic policing and the General Fund
dollars used to support those services. The revenues and expenditures are submitted in categories
created by WSDOT based on groups of Washington State Budgeting, Accounting, and Reporting System
(BARS) codes. Any revenues or expenditures attributed to those codes in the reporting year are
submitted.



This data, combined with information and knowledge regarding the current economic and regulatory
climate of each revenue and cost category, was used to project future revenue and maintenance
spending levels. Estimated future revenues and expenditures have been projected for the 2021 to 2045
study time period.

Because this is a regional transportation plan, the revenues projected in this section are for the member
jurisdictions of the Skagit Council of Governments including Skagit County, and the incorporated
cities/towns therein, Skagit Transit and WSDOT, organized into the following groups:

= Skagit County (unincorporated area) - County funds are considered separately from the
cities/towns because County funds are raised through different methods of taxation and be
bound by different restrictions.

- Cities/Towns - Cities and Towns are considered one group because they share a similar
transportation revenue system. This group includes:
o Anacortes
Burlington
Mount Vernon
Sedro-Woolley
Concrete
Hamilton
La Conner
Lyman
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= Transit - Skagit Transit is treated separately from other areas due to specific revenue sources
only available to transit.

« WSDOT - The Washington Department of Transportation is treated separately due to specific
state only revenue and expenditures.

Some of the revenue and cost projections in this analysis are made on a per capita basis. For those
projections, future population assumptions came from the population forecasts from the Office of
Financial Management (OFM) and are consistent with the forecasts used by the County, Cities, and
Towns for their Growth Management Act (GMA) plans. The difference is the forecasts for the RTP go out
to 2045 while the GMA plans are out to 2036.

It is important to note that population projections for each city include boundaries that roughly
approximate the current Urban Growth Areas (UGA) for those cities. This includes both current
incorporated area, and unincorporated area that may be annexed by each city over time.

Conversely, as population is annexed into incorporated cities, the unincorporated areas loose that
population. Therefore, although population is still projected to increase in the unincorporated areas
over the study period, it is at a much slower rate than seen in recent history, which has implications
for tax policy and total taxes collected.

Although total projected revenues for each group of cities may be sufficient to cover desired project
costs as a whole, the location of the funding may not necessarily match the location of the project.
Cities may therefore have a disparity of funding availability and funding need (i.e., one city may have
excess funds, while another city may be short on funds to complete their project list). A regional
discussion covering project partnerships may be necessary to address these disparities.



HISTORIC TRANSPORTATION REVENUES AND EXPENDITURES
Transportation funding in the Skagit County region draws mainly from a few primary tax bases. These
include motor fuels sales, retail sales, assessed property valuation, and vehicle registrations and
licenses. In addition to taxes on these tax bases, transportation revenues are drawn from a combination
of other sources, such as operating income and sources comprising city and county general funds.

Cities and counties support transportation investments from a wide variety of funding sources. The state
Legislature has authorized a number of local option taxes that have, in many instances, proved difficult
to implement. At the same time a number of tax-limiting initiatives and growing demands for general
fund dollars have made local commitments to transportation a challenge to sustain.

Local transit authorities’ primary source of funding is the sales tax. Local transit operators have been
increasingly dependent upon the sales tax, which is a less stable source of revenue; rising and falling
with other economic factors. The negative effects of relying on this volatile source of funding for transit
operations have been clearly demonstrated during the depths of, and recovery from, the economic
downturn experienced in 2008.

The Washington State Ferries has also been affected by the loss of Motor Vehicle Excise Tax as well as
the declining purchasing power of the fuel taxes. The result is an increasing reliance upon tariffs (fares)
for operations and state budget allocation for capital investments. The state highway program is heavily
dependent upon fuel tax revenues, from both state and federal taxes.

Skagit Council of Governments (SCOG) has compiled a history of sources and uses of funds for city
streets, county roads, public transit, state ferries, and state highways through 2019, from reports
prepared by the state. Streets and roads data derive from the budget accounting and reporting system
(BARS) account structure, which cities and counties follow in submitting reports to the state for all
financial activities. The SCOG database for streets and roads dates from 2001. The public transit data
are drawn from the annual public transit report prepared by WSDOT, based on input from each transit
operator in the state.

State ferry and state highway data are drawn from county-level allocations for revenues and
expenditures that are developed by WSDOT. WSDOT maintains a rolling ten-year history of these data.

The historical information is used in forecasting future transportation revenues.

SKAGIT RTP REVENUE FORECASTS 2021 10 2045
It is worth repeating that these estimates are meant to assist in project prioritization (including
appropriately sizing the total program) and planning. The numbers discussed in this report are
estimates to be used for planning purposes; actual revenues are highly sensitive to local, state, and
federal policy decisions; personal choices of residents; and market forces. Additional uncertainty is created
by the COVID 19 Pandemic. How soon and to what level travel behavior will return to those observed in 2019
is not known nor easily estimated.

The revenue forecasts in this section are summarized and presented for two time periods, 2021-2030
(ten years), and 2031-2045 (fifteen years), by program area which includes Transit, WSDOT, County and
City/Town. The Current-law forecast shown in Table 1 is in constant 2020 dollars. Constant dollars
adjusted value of currency used to compare dollar values from one period to another. Due to inflation,
the purchasing power of the dollar changes over time, so in order to compare dollar values from one
year to another, they need to be converted from nominal (current) dollar values to constant dollar values,
in this case 2020.



Table 1 - Current Law Revenue Forecasts (constant 2020 dollars)

Program Area 2021 - 2030 2031 - 2045 Totals
Transit $156,500,800 $275,562,100 $432,062,900
WSsDOT $462,471,000 $820,899,400 $1,283,370,400
County $270,413,800 $347,745,900 $618,159,700
City/Town $209.375,200 $297,982,900 $507,358,100
Totals $1,098,760,800 $1,742,190,400 $2,840,951,100

The forecasts project approximately 2.8 billion dollars are available for all transportation needs from
2021 to 2045. In future year dollars (YOE) the plan estimates a total of $3.6 million.

Table 2 - Current Law Revenue Forecasts (year of expenditure dollars)

Program Area 2021 to 2030 20231 to 2045 Totals
Transit $176,753,300 $379,648,700 $556,402,000
WSsDOT $520.463,900 $1,132,536,300 $1,653,000,200
County $303,941,000 $476,028,000 $779,969,000
City,/Town $235,593,700 $408,834,200 $644,427,900
Totals $1,236,751,900 $2,397,047,200 $3,633,799,000

FUNDING PROJECTIONS

These funding projections are considered a “current law” forecast, which are based on no new taxes or
increase in tax rates above what exists in 2020 and no significant change in allocation polices or
practices. For example, the city and town program area includes revenues from Transportation Benefit
Districts (TBD) at the current adopted rates. The allowed increases under state law or other cities
implementing a TBD are not included in the forecast. Those may be considered as part of the financial
strategy. Past trends were considered when making future projections, along with current knowledge
of how each revenue is collected, what forces caused changes in the recent past, and what, if anything,
is likely to cause it to change in the near future.

All the forecast assumptions created a rate of growth to apply to the observed historic revenue collected.
Funding projections include the following revenues and assumptions:

FEDERAL FUNDS
All program areas received federal funds which come primarily from the federal gas tax.

ASSUMPTIONS
Moving Ahead for Progress in the 21st Century Act (MAP-21) has ended and no growth rate in federals
funds are assumed.

STATE MOTOR FUELS TAX (GAS TAX) AND STATE OTHER (LICENSE FEES)

Counties and cities receive a portion of the State Motor Vehicle Fuel Tax based on a formula.
Washington State Department of Transportation (WSDOT) spending is appropriated biennially by the
State Legislature. Future projects eligible for funding consideration are listed in the State Transportation
Improvement Program (STIP), however no funding is guaranteed until projects are directly appropriated




in the State budget. Historical spending data and spending projections from WSDOT were analyzed
to estimate future WSDOT spending in Skagit County.

Context is important when considering the historical trend in WSDOT spending. Transportation projects
funded by the State rely primarily on revenues collected through the State Motor Vehicle Fuel
(MVF) Tax (also called the gas tax). A portion of these revenues is returned to local jurisdictions via
direct allocations based on standard formulas, and through competitive grants; the remaining portion
funds WSDOT transportation projects. The gas tax has been increased in the past, the latest being in
2015. Much of the money generated from these increases was targeted to specific projects and are
bonded into the future.

It is an important characteristic of the gas tax that it is a fixed rate per gallon of gas purchased. With a
tax such as retail sales tax, which is based on a percentage of the purchase price of a product, rates
of inflation are important to consider along with trends in consumption of goods. However, because the
gas tax rate is fixed (currently $0.494 per gallon), future revenue estimates are based solely on changes
in consumption of gas.

WSDOT provided an estimated ten year revenue forecast based on the September 2020 OFM statewide
forecast. The revenues available from the State’s portion of the gas tax have been reduced to account
for the statewide bonded and committed projects.

It is important to emphasize, for all of these State spending projections, that funding is not guaranteed
until appropriated by the State legislature and approved by the Governor. Further, since this spending
is subject to some discretion, historical spending may not be correlated to future spending. Also, this is
done on a statewide level while the revenue and needs estimates are for Skagit County.

ASSUMPTIONS

A series of bills were passed in 2015 (Connecting Washington) that included an increase in the state
gas tax rate. The new rates were included in the base and were grown based on the gas tax forecasted
rate from Office of Financial Management (OFM). State other funds used the same methodology and
assumptions, and grow at the forecasted rate from OFM.

TRANSIT FUNDS

Skagit Transit receives some federal and state funds but the majority of their revenues are local. The
primary source of the local funds is the voted approved rate to 4/10 of 1% tax on retail sales within the
Public Transportation Benefit Area.

ASSUMPTIONS
Federal see above.

State funds are assumed to continue at the current amount.

Local funds are assumed to grow at the rate based on the growth rate of financial, services, and retail
trade jobs in the county.

COUNTY LOCAL FUNDS

The Property Tax is collected by Skagit County specifically for transportation funding and accounts for a
large portion of the County’s transportation funds. These funds may be spent on transportation
projects only in unincorporated County areas and are not available for city projects. In addition to the
annual WSDOT reports, Assessor’'s reports for each county were used to gather data on recent
collections, historical changes in assessed value, and annual value of new construction activity.




ASSUMPTIONS

Due to the passage of Initiative 747 and reenactment by the State Legislature following the State
Supreme Court’s invalidation of the initiative, Property Tax increases are restricted to 1.0% of the
previous year’s revenues plus new construction. In inflation-adjusted terms, revenues from Property
Tax are actually declining, since the 1.0% allowed increase does not keep pace with inflation (which
hovers around 2.0% to 3.0%), or population growth. Because Initiative 747 became active in 2001,
there is enough historical data to approximate the new trend in Property Tax Revenues since the 1.0%
limit was instituted. However, some banked capacity has been used during this time, resulting in
artificially-high revenue increases.

State Motor Fuels see above.

City/TowN LocAL FUNDS

Most of the cities and towns in the county have historically contributed some General Fund dollars
to transportation financing. Transportation Benefit Districts are currently enacted in cities of
Anacortes and Mount Vernon.

ASSUMPTIONS
Local funds are assumed to increase at the rate of population growth for the incorporated areas.

State Motor Fuels see above.

TRANSPORTATION EXPENDITURES
When considering revenues available for future transportation capital investments, we recognize that a
jurisdiction’s generally commitment to funding maintain current infrastructure before building
new capacity. Transportation maintenance spending is directly related to level of service standards,
which are typically set at the discretion of the jurisdiction. Therefore, jurisdictions must continually make
decisions regarding available funds, desired level of service, and balance other financial priorities.

In an attempt to help the region in the decisions that must be made regarding level of investment in
transportation capital, future Maintenance, Preservation, Safety and Operations or basic need costs
were estimated for the plan.

LEVELS OF SERVICE
It is important to note that these cost projections include only the existing infrastructure, and do not
include maintenance costs for the capital projects being funded in this plan. New capital projects
will bring increased maintenance, preservation, and operational needs.

In addition, these basic need costs are based on current expenditure levels, or current levels of service,
since we cannot make assumptions about changes in future levels of service. However, in cases where
jurisdictions have been deferring necessary maintenance, or maintaining existing infrastructure at lower
levels than desired, these estimates may understate the future basic need costs.

METHODOLOGY
Historical spending trends were analyzed for the program areas and used as the basis of estimating
the future basic needs. These cost projections are considered the “most likely” scenario considering
recent historical trends and the current economic context of each expenditure category.

Historical trends were considered when projecting costs into the future, also taking into consideration
current knowledge of how each category of cost is increasing over time, and what, if anything is likely to
cause itto change in the near future. The resulting estimated cost was compared to information provided
by some members regarding what they are projecting as basic needs for their jurisdiction. Jurisdictions
were not able to provide complete information nor did all jurisdictions provide information, therefore



needs were estimated for all program areas based on the historic information. The historic data was
grown by a growth factor calculated on population growth for the respective program area. The future
needs estimated were compared to the information provided by jurisdictions to provide a
reasonableness check. If additional information is received the future estimated may be updated.

Significant capital expansion projects were added (over the estimated of basic needs) for each program
area based on the projects lists included in the RTP. For example, the new maintenance and operations
base for Skagit Transit.

The future needs in this section are summarized and presented for two time periods, 2021-2030 (ten
years), and 2031-2045 (fifteen years by program area which includes Transit, WSDOT, County and
City/Town.

Table 3 - Total Transportation Needs (constant 2020 dollars)

Program Area 2021 - 2030 2031 - 2045 Totals
Transit $240,079,400 $391,119,600 $631,199,000
WSsDOT $998,250,100 $1,653,397,100 $2,651,647,200
County $372.,539,500 $564,330,300 $936,869,800
City/Town $349,292,100 $392,507,200 $741,799,300
Totals $1,960,161,100 $3,001,354,300 $4,961,515,300

It is worth repeating that these estimates are meant to assist in planning. The numbers discussed in
this report are estimates to be used for planning purposes; actual costs are sensitive to policy decisions
and market forces. The RTP is a long range document and the revenues and expenditures (needs) can
be looked at over that time period in terms of future year dollars or what is termed year of
expenditure/receipt of those funds. Total needs shown in Table 3 were consider in developing the
financially constrained plan and summarized in Section 7.

Future year estimates for revenues were not discounted to 2020 dollars and revenues were inflated
based on the price inflator forecast. Table 4 shows the needs for the plan in year of expenditure dollars.
This take into account the estimate year of projects in the RTP as well as programmatic expenditure
estimates. Expenditure estimates were adjusted based on the construct cost index to better reflect
inflation on construction costs is different than consumer inflation rates.

Table 4 - Transportation Needs (year of expenditure dollars)

Program Area 2021 to 2030 2031 to 2045

Transit $268,697,200 $530,471,300 $799,168,600
WSsDOT $1,104,228 500 $2,346,932,400 $3,451,160,900
County $416,296,100 $769,952,900 $1,186,249,000
City/Town $393.787,900 $449,566,900 $843,354,800

Totals $2,183,009,800 $4,096,923,500 $6,279,933,300
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