BOARD OF DIRECTORS

AGENDA ITEM 5

DATE
February 28, 2019
SUBJECT
2019 Operating Budget
PURPOSE
Review and approve the final 2019 operating and capital budgets.
BACKGROUND/ANALYSIS
Since the preliminary budget was approved in October, Metro staff received effective approvals
from all three-member communities for their respective local contributions. The final budget
presented in this document contains minor changes related to a reduction in the cost of auto and
liability insurance. This reduction achieved nearly all the remaining $43,000 in budget reduction
measures that were left to be generated. There are no changes to the total budgets for expenditures
and revenue and no changes to local contributions.
The current draft of the 2019 operating budget totals $11,402,767. This budget represents a 13%
increase over the 2018 total budget of $10,102,931. The major reasons for the increase include the
annualization of costs related to the Transit West expansion, debt service related to expansion and
replacement fleet; programmatic improvements including additional positions and customer
amenities; and cost and price increases related to labor, fuel and commodities. Amounts related to
these items are provided below.
The body of this memo reports on the proposed 2019 expenditures, anticipated revenues,
proposed new cost allocation method for determining local contributions and the proposed 20192023 Capital Improvement Program.
Table 1: Summary of Proposed 2019 Operating Budget

Table 2: Draft 2019 Line Item Operating Budget

Table 3: Notes on Draft 2019 Line Item Operating Budget

Table 4: Draft 2019 Line Item Revenue Budget

Revenues
1. Fare Revenue – Fare revenue is budgeted to total $2,634,201. The 2018 fare revenue budget

is $2,280,878 while actual fare revenue is expected to total $2,175,000-$2,200,000. The
increase in 2019 is related to the anticipated ridership increase stemming from the Transit
West expansion as well as a fare increase in the second half of the fiscal year. Budgeted Fare
Recovery (ratio of fare revenue to operating expenses) is anticipated to be 25% in 2019. Actual
fare recovery in 2018 is projected to be 22-23%. Fare recovery in 2020 should exceed 25%
given this will be the first full year of the fare increase, but this also depends on 2020 cost
factors.
2. Miscellaneous Revenue – includes revenue from advertising, lease revenue and
fuel/maintenance services provided to other agencies. This revenue is allocated by revenue
hour to the LOCAL system only. While under the pilot phase, the BREEZ system does not draw
from these revenue sources.
a. Advertising Revenue – is expected to increase from $232,300 to $270,000 due to
increasing base advertising sales in 2018 and anticipated revenue from advertising on
new bus shelters including on Congress Street in Portland.
b. Lease Revenue – is expected to increase from $38,424 to $40,732 based on lease terms
with RTP.
c. Outside Repair/CNG Sales – is expected to decrease from $58,000 to $52,000 based
on history.
d. Miscellaneous Income – is expected to increase from $32,000 to $58,100 due to higher
interest income, sale of surplus buses and revenue from USM through advertising.
3. State Funding – includes annual funding from the state of Maine. This funding source is static
at $170,426 and is not expected to increase for several more years. This revenue is allocated
by revenue hour to the LOCAL system only. While under the pilot phase, the BREEZ system
does not draw from these revenue sources.

4. Federal Funding (Operations) – set at $2,013,698 this includes FTA Section 5307 funding for
Operations activities. This revenue is allocated by revenue hour to the LOCAL system only.
While under the pilot phase, the BREEZ system does not draw from this funding source.
a. Based on current PACTS programming, Metro is scheduled to receive $1,958,990 in
federal funding to support operations. This is an increase of $135,388 (7.4%).
i.

Of this amount, $98,916 reflects the first year of permanent federal operating
support for the Metro BREEZ. As the start-up CMAQ funding draws down, this
amount will assist with the transition of the BREEZ from its pilot phase to
permanence.

ii.

The remaining $36,472 reflects the annual 2% increase programmed in the PACTS’
Six Year Operating and Capital Program (SYCOP) to support cost increases of
ongoing operations.

b. Metro staff will be submitting a request to PACTS to increase the inflation factor to 5-7%
in 2019. At 5%, this would add an additional $54,708. The annual escalation rate
programmed in the is 2%. From 2016-2019, the cost of labor and external price increases
has averaged 3.8% annually. In addition, Metro will request that the SYCOP assume 3%
annual increases prospectively to adequately cover the price increases related to labor
costs, health insurance and fuel.
5. Federal Funding (Preventive Maintenance) – includes Federal Transit Administration (FTA)
Section 5307 funding for Preventive Maintenance activities. This revenue is allocated by
revenue hour to the LOCAL system only. While under the pilot phase, the BREEZ system does
not draw from this funding source. Based on current PACTS programming, Metro is scheduled
to receive $720,937 in federal funding to support Preventive Maintenance activities. This
funding can cover the cost of fleet and facilities maintenance including labor, parts and
external repair contracted services. This is an increase of $14,136 (2.0%).
a. Metro staff will be submitting a request to PACTS to increase this to at least 5% in 2019 to
correct under-funding the previous three years. The annual escalation rate programmed
in the PACTS Six Year Operating and Capital Program (SYCOP) is 2%. From 2016-2019, the
cost of labor and external price increases has averaged 3.8% annually. In addition, Metro
will request that the SYCOP assume 3% annual increases prospectively.
b. Metro is proposing to utilize $100,000 from a Preventive Maintenance reserve grant in
2019 as a bridge to offset the impact of a half-year fare increase in 2019. The other half of
the fare increase will be realized in 2020 and ensure this use of one-time funding is backed
by a recurring funding solution.
6. Federal Funding (JARC) – Since the mid-2000s through 2017, Metro allocated a $40,500 credit
to Falmouth with corresponding proportional debits to Portland and Westbrook. In 2018, the
Board approved a reduction to $30,917 as part of a 3-year phase out of the program. Based
on Finance Committee direction on August 6, 2018, the amount is reduced by 50% to $15,917.
Along with this change, staff recommend an additional change:

a. Secure an additional $15,917 in FTA Section 5307 funding for 2019 only and allocate to
Falmouth’s portion of the Route 7 as a direct source of funding rather than a credit which
impacts Portland and Westbrook. This tactic is subject to PACTS approval in early 2019.
Using supplemental funding and this approach, Portland and Westbrook are no longer
subsidizing Falmouth’s portion of the Route 7.
7. Federal Funding (ADA) – includes FTA Section 5307 funding that supports the required ADA
Complementary Paratransit services for Metro’s bus service area. The amount of federal
funding is expected to decrease from $418,560 in 2018 to $360,000 in 2019 due to a new
agreement with Metro’s service provider, RTP. In the new agreement, the cost per trip was
reduced. However, Metro’s 2019 funding programmed at PACTS is only $272,000. Metro staff
will be requesting an increase through the regular PACTS process in early 2019.
8. Federal Funding (CMAQ BREEZ) – includes Federal Highway Administration (FHWA)
Congestion Mitigation and Air Quality (CMAQ) funding to support 3 years of operations
activities for the BREEZ. This revenue is allocated by revenue hour to the BREEX Route only,
but evenly split among the communities served. Revenue hours are evenly split because this
is limited stop, express bus service with significant segments operated on highway.
a. Budgeted Funding - 2019 funding is budgeted to be $329,800 up slightly from 328,821 in
2018. This final allocation of the CMAQ start-up grant will fund the BREEZ through the end
of the pilot period in 2019.
9. Federal Funding (CMAQ Transit West) – includes Federal Highway Administration (FHWA)
Congestion Mitigation and Air Quality (CMAQ) funding to support 3 years of operations
activities for the Transit West Routes. This revenue is allocated by revenue hour to the Transit
West Routes only (Husky Line and Route 3).
a. Budgeted Funding - 2019 funding is budgeted to be $623,822 up from 296,667 in 2018.
This is the first year of full funding and second year overall.
10. Municipal (Non-Members) – the budgeted amount of $158,200 represents that anticipated
local funding from the towns of Brunswick, Freeport and Yarmouth (each at $41,067) for the
continuation of service through December 31, 2019 and a transition to bearing the
appropriate share of maintenance and overhead costs. This amount also includes the town of
Gorham’s $35,000 contribution to the Husky Line.
11. Municipal (Members-ADA) – the budgeted amount of $90,000 represents that anticipated

local funding needed to support ADA Complementary Paratransit services for Metro’s bus
service area. The amount of funding is expected to decrease from $104,640 in 2018 to
$90,000 in 2019 due to a new agreement with Metro’s service provider, RTP. In the new
agreement, the cost per trip was reduced. Please note that a portion of Gorham’s contribution
to the Husky Line includes a small dollar amount for any ADA paratransit trips in Gorham.
12. MUNICIPAL (Members-BUS) – Historically, Metro has allocated the net cost of service to
municipalities based on Revenue Miles. For a small transit system with uniform service levels
and characteristics, this was a simple and generally equitable method.

However, because Fixed and Variable costs are not separated, the principal weakness of the
method is that mileage changes in one municipality can have large impacts on costs in other
municipalities. Additionally, as Metro grows and has introduced higher speed/limited stop
services, the Revenue Miles metric is less accurate at equitably representing the service
supplied to a community and by extension the costs to provide it. Finally, while Revenue Miles
is a fair measure of service supply, the metric is detached from any productive incentives at
the municipal level to take steps toward improving the conditions in which transit operates.
Accordingly, staff recommends allocating costs based on the following methods:
1. Revenue Hours – In order to standardize the cost to operate service across routes with
varying speeds and because personnel expense is Metro’s largest cost category, staff
recommend using Revenue Hours as the primary cost allocation factor. Revenue Hours
levels the playing field as it relates to allocating costs across routes. In general, using
Revenue Hours as the primary cost allocation method will mean that faster routes have
lower costs and slower routes have higher costs.
Importantly, this method creates a productive incentive for municipalities to work with
Metro on strategies to shorten running times (e.g., transit signal priority systems,
intersection treatments that allow buses to leap-frog long traffic cues, in-line stops and
dedicated lanes or lane segments).
2. Costs per Hour – use separate costs per hour (CPH) for the LOCAL system and the BREEZ
system. This is related to the structural differences in the cost to operate the BREEZ
including lower fleet maintenance, insurance and fuel costs; segmented local funding for
capital projects; and the BREEZ’s status as a pilot project which temporarily exempts it from
Metro’s overhead costs. The CPH for both the LOCAL and BREEZ systems are generated by
dividing the total cost to operate each system by each system’s revenue hours.
3. Fare Revenue – allocate fare revenue by route and jurisdiction based on ridership and
average fare. This is a standard method for allocating fare revenue in multi-jurisdictional
transit agencies. The benefits of this method are that communities delivering higher
ridership receive the appropriate fare revenue. Moreover, the method avoids questions
over whether and to what extend higher ridership communities are subsidizing lower
ridership communities.
Similar to Revenue Miles, allocating fare revenue to municipalities according to ridership
creates a productive incentive to build ridership as well as critically examine and take
corrective action on under-performing routes.
4. Non-Member Communities – continue the practice of allocating the cost of service in a nonmember community’s jurisdiction based on the member communities’ allocation
percentages. This practice is undertaken when Metro determines that the value of providing
service in a non-member community’s jurisdiction outweighs the absence of local funding
coming from that community. The main example and precedent for this policy is Metro’s
operation of the Route 5 to the Maine Mall. In 2019, this policy extends to the Route 3
segment in South Portland and the Husky Line segment in Gorham less the amount
contributed by Gorham under the pilot program.

Based on the anticipated expenditures and revenue and proposed improvements in cost/revenue
allocation, Table 5 presents the anticipated assessments for 2019.
Table 4: Member Community Assessments

Notes on major factors impacting each community:
Falmouth
•

The major contributing factors to Falmouth’s anticipated assessment are the overall program and
cost increases, planned fare increase, and the planned reduction of the JARC grant program.

•

The proposed change to cost allocation generally favors Falmouth due to the faster speeds of
routes in the town. The proposed change to fare revenue allocation negatively impacts Falmouth
due to its current lower relative ridership. However, Metro and the town of Falmouth can work
together to positively impact this.

Portland
•

The major contributing factors to Portland’s anticipated assessment are the Transit West
improvements, program/cost increases, planned fare increase and Westbrook’s proportional
service increase which means Portland’s relative share of fixed and overhead costs reduces.

•

The proposed changes to cost and revenue allocation generally offset each other in 2019 but set
the stage for relatively stronger cost containment in the future than would be possible under the
status quo.
o First, Portland has the highest relative ridership performance and the greatest potential
for future ridership development. All things being equal, activities that help create
ridership in Portland will mean Portland receives 100% of the associated fares compared
to only about 70% under the existing method.
o Second, although route speeds in Portland are currently slower than average, Metro and
Portland can and should work together to improve route speeds through efforts to
prioritize and further streamline transit.

•

The proposal to fund the final year of the Falmouth JARC program with new funding means
Portland will no longer bear any share of maintaining this program.

Westbrook
•

The major contributing factors to Westbrook’s anticipated assessment are the Transit West
improvements, program/cost increases, planned fare increase and Westbrook’s proportional
service increase which means it absorbs more of Metro’s fixed and overhead costs. The $774k
assessment amount is within expectations previously provided to Westbrook City
Administration and City Council in 2017.

•

The proposed changes to cost and revenue allocation generally offset each other in 2019 but
set the stage for relatively stronger cost containment in the future than would be possible under
the status quo. Especially due to the Husky Line and Route 3, route speeds are generally faster
whereas ridership and fare revenue are below the system average. However, ridership and
revenue are expected to increase as the new routes mature. The addition of a stop at the Rock
Row development is expected to increase ridership on the Husky Line in Westbrook.

•

Looking ahead, Metro and Westbrook should continue to work together to improve route
speeds through efforts to prioritize and further streamline transit.

•

The proposal to fund the final year of the Falmouth JARC program with new funding means
Westbrook will no longer bear any share of maintaining this program.

Service Levels
The table below outlines service levels in terms of revenue miles. Revenue miles are utilized here to
provide continuity and comparability to how service levels were communicated in 2017 and 2018.
Going forward, Revenue Hours will be used to communicate service levels.
Table 5: Service Levels in Revenue Miles

FISCAL IMPACT
Included as part of base memo.
RECOMMENDATION
Recommend to the Board approval of the final 2019 operating budget and capital budgets.

CONTACT
Greg Jordan
General Manager
207-517-3025
gjordan@gpmetro.org
ATTACHMENTS
Attachment A – 2019-2023 Capital Improvement Program

