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NORTliERN VIRGINIA Tl~\lSPORTJ\TION COl.fJ.IISSIOi-l
Radio Building

2030 l~orth 16th Street
Arlington, Virginia 22201

l~SOLUTION # 52
-~--

SUBJECT: Adoption of the Five Year Financial Plan as
presented in the National City Manage~.ent
Company Report -co the Northern Virginia
Transportation Commission, dated June 9,1972

WHEREAS: The Northern Virginia Transportation Commission
authorized the National City Management Company
to prepare a five year Financial Plan, in con-
junction with st.aff assistance; and

,

WHEREAS: The contents of this report are needed to
. further the Commission's activities of

planning and providing public transit service
within the Northern Virginia Transportation
District; and

The Cornnission, upon review and evaluation of
it's contents, has deemed the report to be in
accord Wi~l it's goals and objectives;

NOI'1, THEREFORE, BE IT RESOLVED by the Northern Virginia
Transportation Commission in an official meeting
on June 22, 1972 in the Arlington County Court
House, Arlington, Virginia, does hereby adopt
the NVTC Five Year/Bus Acquisition Financial
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Plan as a guide for its future activities, and
authorizes the Commission staff to utilize alternative
one of the report, as a specific guide in implement-
ing the NVTC Bus transit program, with the modification
that reduced fares for the elderly will be considered,
that an appraisal will be made of AB&~v and that a
public hearing will be held on the possible acquisition
of AB&W vii thin the present year.

Adopted this 22nd day
of June, 1972
Northern Virginia Transportation commission
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1~-:jA '\ W--t c~ ( -' -~.o(-

Jofleph Alexander, ChaJ.rinan --. --~.

/ N~thern Virginia Transportation Commissior

'if" ,;tIO / (1;",
Harold J. Casto, Secretary-Treasurer
Northern Virginia Trmlsportation Commission\-.-/

.
J - - .. -. -~-



I
NATIONAL CITY

I ~~~a~illl!~~~:D~
I ====II;llr:=~- HOUSTON OFFICE

SUITE 210, MAIN BUILDING
OPERATING 1212 MAIN

FOR HOUSTON, TEXAS 77002
I PUBLICLY OWNED (713) 223-5685

TRANSIT SYSTEMS

June 9, 1972

I
Mr. Joseph Alexander, Chairman

I Northern Virginia Transportation Commission
Radio Building, 2030 16th Street, North
Arlington, Virginia 22201

I Dear Mr. Alexander:

I We are pleased to submit this financial report, including the five -year
financial plan, for the Northern Virginia Transportation Commission. The
report conclusively demonstrates the essential need for adequate funds to

I carry out a reasonable plan. Not only must the Commission be concerned
with the providing of the local share for Capital Grants to purchase the local
transit systems and other capital items, but they must also be confrontedI with the operating results of the systems involved.

We recommend that every effort be undertaken to prevent the deterioration
~ of the local systems and in addition that improvements be implemented so. that transit can assume the transportation role that it must play in a blended

system.

I National City Management Company would like to acknowledge the help and
assistance provided by the Northern Virginia Transportation Commission's

I Executive Director, Deputy Director and staff, the staff of the Shirley High-
way Project, the President of the WV&M Coach Company, the executives of
the AB&W Transit Company, the Washington Metropolitan Area Transit

I Commission, the Washington Metropolitan Area Transit Authority, and the
Council of Governments. Only through their valuable contributions could
this report and plan been accomplished.

I Sincerely yours,

I -!!::f::~ ~ .
I President

SHG:ebI i

I
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INTR ODUC TION

National City Management Company was employed by the

Northern Virginia Transportation Commission to develop a five year

financial plan for the acquisition of the WV&M Coach Company and the

assumption of the Shirley Highway Express Bus Project. The com-

prehensive plan also included a five year projection of the AB&W

Transit Company to provide the NVTC with information neces sary to

determine the Commission's financial commitment to bus transit in

Northern Virginia over the next five years. The scope of services did

not include or permit an evaluation of the efficiency of the WV&M Coach

Company and the AB& W Transit Company present transit operations

nor to suggest changes in immediate transit service.

A healthy comprehensive regional transit system is vital to the

economic growth and well-being of the Washington Metropolitan urban

areas. Specifically the Northern Virginia transit services must be

examined now and plans must be made so that essential mass transit

services will not only continue to be furnished to those in the community

that depend on it, but that improvements will be made to furnish more

convenient attractive service to the public.

The automobile and public transit complement each other and

both are needed. Even though the automobile is the predominant mode

today, a substantial number of person-trips are handled by public
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transit to transport people between their homes and their places of

busines s or other activities. When the Metro is completed, bus transit

service will playa very important role augumenting the rapid system.

It is clearly indicated that the responsible public officials should make

. every effort to prevent the deterioration of the local transit systems

. - and endeavor to increase passenger utilization by providing an efficient

improved community transportation service.

. Analysis of transit companies across the nation points out the

. financial assistance needed to operate the systems. No longer can transit

systems operate entirely out of the "fare -box" (pas senger fares).

. Operating costs, primarily because of labors continual increase, plus

. fringes, now exceed operating revenue on most city systems. Some

form of financial assistance or subsidy is needed to stabilize fares and

. service.

. Federal funds are currently available only for capital improve-

ments at a shared rate of two-thirds federal, one -third local (if the planning

. requirements are met). The federal government is currently considering

. a program of operating cost aid to communities and in March the Senate

passed (by a 53-26 vote) the 1972 Housing and Urban Development Act

I which amended the Urban Mass Transportation Assistance Act of 1964

8 to make $400 million per year available for operating assistance to both

public and privately owned transit systems, and provide a change in the

I

I
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I
8 capital improvement grant formula from the existing two-thirds federal,

one -third local ratio to 90% federal and 10% local. While this Senate. vote is extremely encouraging, it should be pointed out that it must. be taken up in the House which two years ago killed a similar amend-

ment approved by the Senate. Further, the Administration hasn't. - supported the change and, thus, raises the question whether the. Secretary of Transportation will use the option.

The Local Jurisdictions and the State of Virginia have recognized. the need for planning, administrative, and subsidy of the WV&M Coach. Company, however, more money will be required to finance the projects

that should be undertaken.. METHODOLOGY FOR DEVELOPMENT OF THE FINANCIAL PLAN

. To develop a five year financial plan including the acquisition of. the WV&M Coach Company, the assumption of the Shirley Bus P1!uject,

the examination of the AB& W Transit Company, and the development. of a Capital Grant improvement plan to purchase buses, refurnish the. present fleet, purchase fare boxes, implement a bus shelter program,

and purchase warranted operational equipment, it was necessary to conduct. a detailed financial analysis of each company. The financial analysis

I included examining the passenger, revenue, and operating cost trends

for the last five years to ascertain the probable trends that would be

8 realized in the near future.

-



. -4-

NAT%ON Ax.. C%TT

a~11118
The Annual Reports and the monthly operating statements were

studied to develop a base in each account that could then be used for

making prudent assumptions in the development of the five year plans.

Both WV&M and AB&W maintain complete accounting systems and the

accounts are classified in a specific name and numbering system set

forth as the I. C. C. classification of accounts. Understandably, the

more understood about each account in each system the better and more

realistic the projections could be developed. In addition to utilizing

the supplied financial data, personal discus sions were conducted with

officials of each company to obtain additional detail related to certain

elements of their operations.

WV&M COACH COMPANY PROJECTION

A system was set up to include each account and sub-account to

examine the last three months of available operating statements to in-

clude the most recently increased labor costs. Each account was

annualized based on the three months operating experience and a com-

parison was made to the last annual report. Special adjustments were

prudently made to develop the base year of operations for projection

purposes. Exhibit I depicts the five year projection of operations for

WV&M. Adjustments made each year are explained on Exhibit I-A and B.

Pas senger Revenue was projected using past trends up to

February, 1972. The 7% annual decline was adjusted to 3% on the



- 5 -
N.A.TZON.AL CZT'Y

.~IIII.
assumption that with new buses, agressive marketing, and service

improvements that the decline would be reduced. Since February WV&M

have implemented some operational policies that have increased the

rider decline to an accelerated rate. It is impossible to ascertain whether

this trend is of temporary duration or whether it might be permanent

on a continual basis. It must be clearly pointed out that if the most

current decline continues that the pas senger revenue for the first year

could be $4,374,350 or $192,250 less than the projection. This would

increase the operating deficit to $618,600. The projections of passenger

revenue for the other years would also be affected to some degree if

this trend continues.

A special adjustment of $90,300 has been added to the Equipment

Maintenance and Garage Expense with $35,000 added to Repairs to

Revenue Equipment for labor and $14,000 for materials and $10,000

added for labor for servicing of revenue equipment being the significant

items. Administrative and General Expense Account was increased by

$175,871 to adjust for management contract on an as sumption basis.

The total depreciation account expense was excluded since a public

operation would not continue a depreciation account and the taxes have

been adjusted by $136,270 in accord with instructions from NVTC legal

counsel. The tax savings and exclusion of the depreciation account.

changes the financial projection of a public operation compared to a

private operation considerably.
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Through the 2nd and to the 5th years, it is recommended that the

Contract Revenue be increased at least six percent each year. It appears

that the Contract Revenue does not meet current system operation costs.

These individual contracts should be analyzed very closely and efforts

made to renegotiate so that at least a break-even situation be attained.

It must be noted, however, that it may be beneficial to operate some

mid-day service, at lower rates if it covers guarantee pay requirements

of the labor contract.

Bus Card Advertising Revenue is very low compared to ather

cities since outside advertising is not permitted on the buses. Many

systems receive substantial revenue from this source which helps finance

the system. Unless some change is made in the future related to outside

advertising policies the pos sibility of increased revenue through this

source will remain quite limited.

The Net Income Loss increases each year from $426,347 for

the first year to $1,677.200 primarily because operating costs will

increase each year while passenger revenue does not increase until the

fourth and fifth years and then only at a one and one-half percent rate.

No fare increases were projected in the five year projections.
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WV&M FARE DECREASE PROJECTION.

It was requested that a fare decrease realization projection be. developed for the weekday non-peak period from 9 a. m. to 3 p. m. ,

. reducing the base fare by 50%. The Atlanta Transit Authority current

results from their reduction were analyzed and utilized in the projection.. Exhibit II shows the results as projected with the Atlanta assumption.. The reduction would result in an increase of 123, 300 additional riders

based on 1/4 % passenger increase for each 1% decrease in the fare.. The annual revenue loss would be $252,284. Fare decreases certainly. stimulate passenger utilization and prove an important factor in the

overall goal of attracting more citizens to leave their autos and use. transit, however, without adequate monetary sources to finance such. an endeavor, understandably, such an alternative is not possible. Much

has been said of late regarding free fares or greatly reduced fares to

. prevent congestion and to protect the ecology of our future and we may see a

. development in this direction in the future, however, until required funding

. sources are forthcoming, prudent judgment must be used in such

considerations.

8

I

8

I
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WV&M COACH COMPANY SERVICE IMPROVEMENT ANALYSIS

The scope of services set forth by the Commission included

a cost analysis for additional improved service in the service area.

Several agencies have developed definite needs for new service to

growing areas and/or service to older areas that have not been served

heretofore. There is evidence that improved service is definitely

needed but until is has the required time to develop and become self

supporting, such additional miles of service will result in increased

operating deficits. Exhibit III sets forth the annual operating cost for

adding 500 to 2500 miles per day, at various cost factors projected for

the WV&M operation. It is estimated that overall the probable ridership

for the first year would be one half the current average or .8 passenger

per mile. WV&M's present average is 1.7 passengers per mile. '. AB&W TRANSIT COMPANY

The same basis foremat used to develop the WV&M projection. was followed to develop the AB& W projection except that the Shirley. Highway Express Bus Project had to be extracted in entireity from

each account and sub-account so that a separate AB&W base could be. developed and the analysis would examine AB&W as it operates today

I and its financial results in the next five years. AB&Wexecutives

i and financial officials as sisted in the detailed breakdown of each

account because of the complicated posture of the operation.

i
- .
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Labor costs were increased along with parts, supplies, and. materials to adjust for future expectations. Passenger Revenue was. projected in accordance to their established revenue base used in the

Shirley Highway Project diversion factor, adjusted to the base calendar. year. As shown in Exhibit IV a net income loss results each year.. The operating results would be even greater without the fuel tax relief

effective July 1, 1972. Exhibit IV - A and B describes the adjustments i

. for each year under both private and public ownership. As shown, the

I. AB&W Transit Company alone without the Shirley Highway Project

for the first year under private ownership would incur a $220, 000. net income loss, whereas under public ownership with the economies

I and savings granted, the net income would be $215,400. Thereto, there

is quite a difference in the second year between private ownership with

8 a net income loss of $396,600 and only $167,600 under public ownership.

I The discouraging factor is that the net income 10s s in the fifth year

is estimated to be $1, 088, 900. The operating costs per mile increase

I from $1.126 for the first year to $1.345 for the fifth year.

I AB& W Transit Company must enter into a new labor agreement

in November of this year and it must be expected that the Company

I will be forced to file for a fare increase before the end of the year to

I make up for the increased labor costs. Depending on the labor

I settlement, the Company will also have to reduce service that is currently

I
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not meeting its operating costs. Under private ownership, under-

standably, the Company must take the alternatives available to them

to operate the system with a profit so that a dividend can be paid to

the investors. AB&W knowing of its pending financial dilemma will

be forced to take drastic action to improve its near term financial

position. Such action is regretable since fare increases and service

reductions drive pas sengers away, usually on a permanent basis.

Loss of transit riders results in more automobile usage, still more

highway congestion, and a move against the goals of a blended trans-

portation system.

SHIRLEY HIGHWAY EXPRESS BUS PROJECT ASSUMPTION

A plan has been in effect since the inception of the Shirley Highway

Bus Project for the as sumption of the pilot project by the Northern Virginia

Transportation Commission scheduled in late 1974. It is expected that

all 90 project buses will be in service by December, 1972 and that in

two years proper evaluation would be completed and the project would

be taken over by the local agency, using eligible funds from a Depart-

ment of Transportation Capital Grant. NVTC, however, must not only

provide the local share for the Capital Grant but must have continual

funding sources to make up any operating deficits that may result.

NVTC, knowing of their commitment to takeover the system included

the project in their five year financial plan so that a proper program
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could be developed to include the demonstration project.

While the financial problems suffered by the WV&M Coach

Company were understood, the financial situation of the AB&W Transit

Company was not really known. However, it had to be assumed that

continual higher operating costs would place a strain also on the

AB&Woperation. Thus, it was assumed that the local take over of the

Shirley project would most likely be part of a larger transit acquisition

program involving Northern Virginia's two transit companies. The

financial requirements necessary to take over the Shirley Project had

to be developed to be included in the five year plan.

There are various alternatives of operation that might be followed

when the 1-95 Project is taken- over. The most logical alternative would

be for the project to be operated out of the AB& W facility. If NVTC also

takes over AB& W at the same time or even perhaps before, an orderly

transition from a demonstration project to a Commission operation could

be followed. There would be some definite economies that could be

effected under such an arrangement, however, at this juncture with

a lot of unknown factors involved, it is assumed that certain additional

operational and staffing costs will be necessary in the daily operation

of the service. Adequate manpower with the related expertise and necessar

administrative facilities were included in the projection of operation.
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Based on present requirements tailored to future needs for

personnel, staff costs including fringes were projected to be $61,650.

Office space for the staff is estimated to cost $4, 000 each year.

Legal, consulting, and public relations services is expected to cost

$24,400. Other costs including telephone, postage, supplies, printing,

and data processing is projected at $9,000. Payment of the fringe

parking lot lease, less projected parking revenue, has been set at

$35, 300 each year. The total for these costs is $134,350.

SHIRLEY HIGHWAY PURCHASE OF EQUIPMENT

The approved grant application for the project called for the

buses to be depreciated at an accelerated rate over an eight year life,

however, the final contract between UMTA and NVTC set forth a

condition of sale of the buses at fair market value. Based on the

eight year life and utilizing a double declining depreciation schedule,

the book value of the 90 buses at the end of December 1974 would be

$1,835,333. The federal share would be $1,224,000 with the local

share being $612,000 (based on 2/3rds and 1/3rd sharing). It is

difficult to ascertain at this point exactly what the 90 buses will be

worth on a fair market value in December, 1974. Estimates have

set the fleet worth in a range from $2,700,000 to $3,300,000.
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For the projection a value of $3,075, 000 was used, making the local

share $1,025,000. The buses have been designed and equipped

especially for the Shirley Project and this could effect their value

at the buy-out time. In addition, since it is assumed that at least

2/3rds federal funding will be available for new bus purchases in

late 1974, it is questionable as to what the used bus market will be

for these buses.

SHIRLEY PROJECT OPERA TING RESULTS

There is no question that the Shirley Project has been very

successful primarily in hauling passengers on the Shirley Highway from

Virginia suburbs to the employment centers. Ridership has continued

to increase due to the att-.raction of new modern buses, good service,

equitable fares, and the increment of the speed of the bus versus

the auto. Good efficient management and aggressive marketing have

played an important role in this project. It must be understood, however,

that with increased labor and operating costs without increases in the

fare, the operation is faced with a deficit situation. Very basically,

a bus load of passengers can only provide so much revenue at a given

fare, which can not match operating costs if they continue to increase.

There are some empty available seats on some of the trips that can be

filled with increased ridership and this is projected in the future

revenue figures. It is also projected, with continued marketing efforts,
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that the non-peak base service being provided will result in greater

acceptance and more passenger utilization. This factor would, of

course, also help increase passenger revenue.

Currently, revenue is averaging. 946f per mile. Based on

present trends it was projected that by 1975 revenue would average

$1. 126 per mile and would increase 5 percent to $1. 182 in 1976 and

5 percent in 1977 to $1.241. Since the results of the labor agreement

for AB&W Transit 'Company will directly affect the operating costs

of the Shirley Project, the projected A V & W costs have been used in

the projection. Thus, $1.20 is forecast for 1975, $1.276 for 1976, and

$1. 352 for 1977. The operating speed for the Shirley operation is

greater than the AB&W system, however, poor manpower assignment

and utilization plus one-way hauling tends to maintain a high operating

cost fur the project.

Based on the projected peak fleet utilization of 84 buses averaging

approximately 119 miles per day, it was projected that the daily miles

of operation would be 9, 996 and the annual miles for 253 days of

operation would be 2,529, 000 miles. The annual deficit for 1975 would

be $187,150; for 1976 $237,726; and for 1977 $280,673. The total annual

costs including the operating deficits plus the administrative and

staffing costs is $321,500 for 1975; $372,076 for 1976; and $415,000 for

1977. It is noted that the effect of the scheduled completion of the widened

Shirley Highway in 1977 may have an adverse effect on bus ridership
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and that a greater increase in bus utilization could not be prudently

I projected.

I NVTC FIVE YEAR FINANCIAL PLAN

I To provide the NVTC with all the financial information necessary

to establish a five year program and thereby determine the Commission's

I financial commitment, the Consultant developed three alternative plans

I for preliminary review and consideration. The three plans were developed

under three conditions of available funds, namely, a very conservative

I plan with only the Virginia General Funds; a semi-conservative plan

I to use the Virginia General funds plus some funds from either State

Highway Funds or loans; and an elaborate plan developed with the concept

I that unlimited money would be available to meet financial requirements.

I The first plan clearly pointed out that NVTC could not accomplish any

type of reasonable program with such limited funds. The second plan,

I which permitted a more aggressive approach, established the need for

I $16.3 million dollars. The third alternative plan, which set forth the

purchase of both local companies the first year plus many service and

I capital improvements including a new garage facility, established a need

I for $19.4 million dollars. It was then concluded that two new alternative

I refined financial plans should be developed with limited funds of $15

million for the five years of operation. Plan I sets forth the purchase

I of the WV&M Coach Company the first year and the AB&W Transit

I
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Company in the third year along with the as sumption of Shirley

Highway Project.

Exhibit V outlines the recommended five year program.

Exhibit V -A explains the detail of the capital improvements

program and also sets forth the Company acquisition for each

year. Plan I establishes the purchase of 53 new buses and

60 bus shelters. It also permits the purchase of new fare

boxes for the WV&M operation and the installation of new

locks on the AB& W buses. Bus refurbishment is planned for

both complete fleets to permit the implementation of one paint

scheme and the overall repair of both bus fleets. Operational

equipment needed for the WV&M operation is also planned.

Plan I institutes 500 daily miles of new service in the second

and third years.

TRANSIT CONSOLIDA TION

"'"

There are many advantages to unifying the local transit operations

into one system as soon as pos sible. Major improvements and advance-. ments on all levels and aspects of the transit operations in Northern

.

.
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Virginia can only be realized through a coordinated unified system.

The consolidation of these two local operations into an efficient ope ration

could also serve as the core for eventual unification with the Washirgton

and Maryland operations.

By unifying the two local transit systems the public would be

much better served than they are presently. It would permit great

. flexibility in developing re-routings and extensions and even service

innovation improvements. No longer would there need to be duplication

I of service and closed-door operation anywhere in the service area.

I Cross-county service could be provided and even airport to airport

service could be implemented, if desirable. The manpower would be. more effectively assigned and equipment could be interchanged for greater

I economics in operation. An overall, greatly needed information and

marketing program could be developed to make the public aware of all the

I transit service that is available for their use. Uniform schedules

I and route finders ~uld be provided to the county residents on a planned

basis. Information service would be available by phone 24 hours a day

I by trained personnel. Fares and transfer privileges could be coordinated

I and a county-wide equitable plan implemented. A preventative maintenance

I program could be deve! oped to maintain all the buses with standard

procedures. Purchases could be consolidated into an efficient operation

I

I
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and stores management could be unified. The desirable optimal operating

efficiency providing much improved service to the riding public can

only be realized through the consolidation of the two operations along

with the assumption of the Shirley Highway Project.

GOALS AND OBJECTIVES

With major decisions to be made in the near future as to the five

year program that is to be implemented with the acquisition of the two

local transit systems, plus the assumption of the Shirley Highway Project, i

J
and with improved services and amenities for the riding public, it

appears advisable, prudent, and in order that goals and objectives be I

established as criteria for decision making. It is recommended that

the Goals and objectives include the following:

.

.

.
~ -
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I GOAL: A BALANCED TRANSPOR TA TION SYSTEM. IN THE REGION.

. Encourage and promote the use of transit. in the journey to work and other activities.

. Encourage a total balanced transportation

system designed to carry travel without

congestion regardless of time of day or

direction of travel.

. Support local development policies which
~

make allowance for transit facilities.

II GOAL: COMPA TIBLE LAND USE AND TRANSPOR TA TION
DEVELOPMENT IN THE REGION.

! Provide sufficient levels of transit access-

ability to both newly developed areas and

existing development in the region.

. Coordinate the provision of transit service

with the staging of land development by the

local jurisdictions of the region.
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III GOAL: A TRANSIT SYSTEM THAT IS EFFICIENT, SAFE,

I FLEXIBLE, AND FINANCIALLY FEASIBLE.

. Design a transit system capable of accepting

I technological modifications and advances, and

I adapting to changes in travel patterns, L/U

Development and ridership volumes at minimum

I cost and disruption.

- . Design a transit system which is safe,

--- comfortable, convenient, and dependable.

I, . Develop alternative funding sources for up-

I ' grading and expanding the transit system,

within funding capabilities of the local

- jurisdictions and State of Virginia

I IV GOAL: MINIMiZE ADVERSE ENVmONMENTAL EFFECTS.

I . Design the transit system in accord with the

air quality standards established by the

I Environmental Protection Agency.

I . Route and design the transit service to

minimize noise.

I

I

I .
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. Plan and design transit corridors that are

assets to the communities they serve, that

divert major traffic volumes around rather

than through neighborhoods and communities,

and that avoid damaging parks, historic sites,

and open areas.

V GOAL: SERVE THE TRANSPORTATION NEEDS AND
DESffiES OF ALL PEOPLE IN THE REGION.

. Encourage citizen participation and involve-

ment- -including that of low-income and minority

groups--in the transportation planning process.

, . Design the transit system so as to minimize

community impact and the relocation of people

and businesses.

. Encourage local transportation and land develop-

ment policies to provide adequate transportation

for low-income residents and other captive riders.

. Design an information system which is capable

of advising the people of the types and quality

of service available.



~

- 22-

NATZONAL C%TT

-~III~~.
ALTERNATE SYSTEMS PROJECTIONS

The Northern Virginia Transportation Commission directed that specific

additional tasks be accomplished with the objectivity of refinement of the

plan into a five year phased program and in addition projecting the local

systems operating positions including the taxes that were excluded from the

original projections. Additionally, NVTC requested that the annual cost for

providing a Senior Citizens reduced fare be included in the financial plans.

The Commonwealth of Virginia heretofore have not had a publicly owned

transit system in operation in the State so that the tax exemption provisions

have not been clearly defined, debated, or tested. Therefore, a separate

projection for WV&M Coach Company, AB&W Transit Company, and the

'" Shirley Highway Express Project have been made including all taxes except

the fuel taxes (allowed 71/72).

Exhibit VII outlines the operating results of WV&M Coach Company with

taxes included. As noted the difference is approximately $ 51,500 the first

year. This tax difference increased the operating cost per mile approxi-

mately 2 cents. Additional data related to Exhibit VII is detailed on

Exhibit VII A & B and is self-explanatory.

Exhibit VIII shows the operating condition of AB&W Transit Company

with taxes included. The overall financial situation of the Company under

public ownership shown in Exhibit IV changes significantly with the tax

savings removed. In the third year instead of the operating taxes and
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licenses account being $327,100 under public ownership the figure becomes

$500,000 or an increase of $172, 900. This is increased each year

thereafter. The projection for the first year being publicly owned

changes the net income from $215,400 to only $62,400. The operating

cost per mile also increases proportionately. Additional data related to

Exhi bi t VIII is shown on Exhi bi t VIII A & B.

Since the original Shirley Highway Projections were based on operating

costs of AB&W it was necessary to adjust a projection of the 1-95 Project

with taxes included accordingly. Exhibit IX shows the results wherein the

operating deficit per mile increases each year from. 094f to .llf to .13f

the third year under NVTC ownership and operation.

FIVE YEAR FINANCIAL PROGRAM AND PHASED FINANCIAL PLAN

With the adjustments in the alternate financial projections developed

including taxes, another Five Year Financial Program was made to include

also the operating cost for the reduced senior citizen fare plan. An

assumption that the cost would be approximately $45,000 was used in the

plan. Exhibit X shows the operating plan with the taxes included plus the

j

senior citizens cost.

Exhibit XI outlines by quarter the total financial requirements. It is

to be noted that the financial requirements approximate more than the
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original $15 million dollars outlined in Exhibit V (Plan I) since start up

operating funds must be available and the plan includes the Senior Citizen

reduced plan. In addition the plan covers a period of five years and one

fall quarter in 1972. Research of operating conditions of the respective

companies by quarter established that the first and fourth quarters are

- the significant operating deficit months. The formula used in the plan

included factoring operating deficits as follows: - 60% for the first quarter,

10% for the second and third quarters, and 20% for the fourth quarters.

If the rider decline experience becomes worse, than projected however,

these percentages would have to be adjusted accordingly.

Exhibit XII sets forth the quarterly financial requirements with taxes

included. Both quarterly plans include the cost for the reduced Senior
v

Citizens fare. As noted the 21 month requirements for NVTC in Exhibit XII

would be $16,636,600. This includes a start-up operating fund of $500, 000,

plus $125,000 in operating fund the first quarter.

Both plans include all company purchases and as sumptions as set forth

in the Five Year Financial Plans and all capital improvements and service

improvements.

-
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A matrix of projected operating costs for various senior citizens was. developed to outline the costs based on certain percentages of decrease in. fare. Exhibit XIII shows the costs including additional insurance costs.

As explained before, $45, 000 was used in the projections.

I
FARE INCREASE AND l3(c) AGREEMENT. Since the development of the financial analysis and projections, the. WV&M ownership, with WMA TC approval, have increased their fares,

some service was temporarily reduced, and the NVTC have entered into. a l3(c) Labor Agreement that could siginificantly effect the programs.. It is understandably impossible to predict what ramifications this

said action will have on the system's operations, but it must be understood. that there will be a direct influence on the revenue and costs in the future.

.

.

-



GLOS SARY OF TERMS:

This glossary covers financial comments used in the

Transit Industry.

Equipment Maintenance and Garage Expense
Includes supervision of shop and garage; repairs to shop

and garage equipment; operation and maintenance of

service equipment; repairs to shop and garage buildings
and grounds; light, heat, power and water for shops and

garages; repairs to revenue equipment; servicing of

equipment; and tires and tubes expense for

revenue equipment.

Transportation Expense
Includes supervision of transportation; driver's wages

and bonuses; fuel for revenue equipment; oil for revenue

equipment;- purchased transportation; road expense; bridge,
tunnel, and ferry tolls; wages of miscellaneous trans-

portation employees, and other transportation expenses;
management and supervision fees and expenses; franchise

requirements (debit and credit); other regulatory
commission expenses; uncollectable revenues; and joint

operating expense (debit and credit).

Depreciation Expense
Includes depreciation of structures, revenue equipment,

service cars and equipment, shop and garage equipment,

furniture and office equipment, miscellaneous equipment,

improvements to leasehold property, undistributed property,

and depreciation adjustment.
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. Glossary of Terms (continued)

. Amortization Expense
Includes amortization of carrier operating property and

. property loss chargeable to operations.

. Taxes and License's

Includes fuel and oil taxes; vehicle license and

. registration fees; real estate and personal property

taxes; social security taxes; and other taxes.

Operating Rents

Includes equipment rents-debit; other operating rents-

debit; joint facility rents-debit; equipment rents-credit;

rent from owned land and structures; sublease rental

income; and joint facility rents-credit.

Station Expenses

Includes salaries and commissions of station employees;

supplies and expenses for terminals, shelters, etc.;

" repairs to station buildings and equipment; commissions

paid; collection and delivery; and joint station

facilities expenses.

Traffic, Solicitation, and Advertising

Includes salaries and expenses in connection with the

promotion and solicitation of traffic; tariffs and

schedules; tickets and baggage checks; advertising; and

other traffic expenses.

Insurance and Safety Expense

Includes salaries and expenses, insurance and safety;

public liability and property damage insurance; injuries

and damages; workmen's compensation; baggage and express

insurance; fire and theft insurance; and other insurance.

.
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. Glossary of Terms (continued)

.

. Administrative and General Expense

Includes salaries of general officers, expenses of

. general officers; salaries of general office em-

ployees; expenses of general office employees; law

expenses; general office supplies and expenses;

. communication service; outside auditing expenses;

employees welfare expenses; purchasing and store

. expenses; other general expenses.

.
**********

.

.

.

. "

.

.

.

.
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I
f

NOF, iH
(PE; ':FIEXHIBIT XI .I

START-UP -
OPER~TING WV&M AB&W SHIRLEY
FtmD

4th Quarter 1972 $ 500,000 $ 125,000 $ $ -

1st Quarter 1973 282,800

2nd Quarter 1973 47,100

3rd Quarter 1973 47,100

4th Quarter 1973 94,300 .

~TOTALS 1973 $ 471,300 . ~

1st Quarter 1974 507,600 ~

2nd Quarter 1974 84,600

3rd Quarte'r 1974 84,600

4th Quarter 1974 169,200

TOTALS 1974 $ 846,000

1st Quarter 1975 698,300 177,700 192,900

2nd Quarter 1975 116,400 29,600 32,200

3rd Quarter 1975 116,400 29,600 32,200

4th Quarter 1975 232 800 59,200 64,200
,

TOTALS 1975 $1,163,900 $ 296,100 $321,500

1st Quarter 1976 860,100 406,900 223,300 I

2nd Quarter 1976 143;300 67,800 37,200

3rd Quarter 1976 143,300 67,800 37,200

4th Quarter 1976 286 700 135,600 74,400
,

TOTALS 1976 $1,433,400 $ 678,100 $372,100

1st Quarter 1977 1,033,300 653,300 249,000

2nd Quarter 1977 172,200 108,900 24,900

3rd Quarter 1977 172,200 108,900 24,900

4th Quarter 1977 344 500 217 800 116,200
. ."

TOTALS 1977 $1,722,200 $1,088,900$415,000

TOTALS 5-YEARS $ 500,000 $5,761,800 $2,063,100 $1,108,600 i



~- .
, ' -:', p

;&
;?-I ""'- ~ .'6~"," "'

5;;r~

:

fERN VIRGINIA TRANSPORTATION COMMISSION .
;ED FINANCIAL PLAN - (Excluding Taxes) !

(Senior Citizen Plan Included) :. - ~ ,

TOTAL CAPITAL TOTAL SERVICE TOTAL'
OPERATING COMPANY GRANT CAPITAL

Requirements Purchases Requirements Impr~vement Requirements-

$ 625,000 $1,220,000 $ 466,700$1,686,700 $ $ 2,311,700

282,800 282,800 1

I 47,100 I 47,100-
47,100 47,100 i

,

94,300 94,300.

$ 471,300 $ 471,300.

I 507,600 265,800 265,800 21,600 795,000

84,600 21,600 106,200

84,600 21,600 106,200

169,200 21,500 190,700-

$ 846,000 $ 265,800 $ 265,800 $ 86,300 $ 1,198,100- .

1.,068,900 3,425,000 76,000 3,501,000 30,900 4,600,800

I 178,200 30,900 209,100

178,200 31,000 209,200

356,200 31,000 387,200.
$1,781,500 $3,425,000 $ 76,000 $3,501,000 $ 123,800 $5,406,300-. . - -

1,490,300 247,200 247,200 9,400 1,746,900
I
I 248,300 9,400 257,700

248,300 9,300 257,600

496,700 9,400 506,100

$2;,483,600 $ 247,200 $ 247,200 $ 37,500 $2,768,300

1,935,600 1,935,600
."

I ~06,000 306,000 ..-
306,000 306,000

678,500 678,500

$3,226,100 $3,226,100- -

$9,433,500 $4,645,000 $1,055,700 $5,700,700 $ 247,600 $15,381,800 ~
-

I ~,
j'"

..~.



"

NOR'l'IIEI
EXHIBIT XII (PHASEI

S -~ ~""-'~D
::\.1. u-

O?E~~.TI~;G t1V&M SHIRLEY (
~T"'~T"' RE- ~.,....

4th Quarter 1972 $ 500,000 $ 125,000 $ $ $:
I1st Quarter 1973 313,700 I

2nd Quarter 1973 52,300

3rd Quarter 1973 52,300 I

4th Quarter 1973 104,6001
I

TOTALS 1973 $ 522,900 $'

1st Quarter 1974 540,400
2nd Quarter 1974 90,100 ~

3rd Quarter 1974 90,100 r
4th Quarter 1974 180,100

TOTALS 1974 $ 900,700 $

1st Quarter 1975 733,100 281,400 223,300 1

2nd Quarter 1975 122,200 46,900 37,200

3rd Quarter 1975 122,200 46,900 37,200

4th Quarter 1975 244,300 93,800 74,400

TOTALS 1975 $1,221,800 $ 469,000 $ 372,100 $2

1st Quarter 1976 896,900 516,200 249,100 1L

2nd Quarter 1976 151.,000 86,000 41,500 f

3rd Quarter 1976 151,000 86,000 41,500 ;

4th Quarter 1976 295,900 172,200 83,000

TOTALS 1976 $1,494,800 $ 860,400 $ 415,100 $2j

1st Quarter 1977 1,072,300 769,900 277,900 2,

2nd Quarter 1977 178,700 128,300 46,300

3rd Quarter 1977 178,700 128,300 46,300 ~

4th Quarter 1977 357,500 256,700 92,600
TOTALS 1977 $i~787,200 $1,283,200 $ 463,100 $3,

.. . . .

TOTALS 5-YEARS $ 500,000 $6,052,400 $2,612,600 $1,250,300 $10,.. ... ..
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i
N VIRGINIA TRhNSPORTATION COr~ISSION ;, ,

P FINANCIAL PLAN - (Including Taxes)
ts~~~g~ Citizen Plan Inc1ud~~k~~.~ - ' ;-
i TOTAL CAPITAL TOTAL m T
~PERATING CO!1PANY GRANT CAPITAL SERVICE TO~_~~

I ~quirements Purchases Requirements Improvement Require~.ent5, - I ~ - ,, ;:

625,000 $1,220,000 $ 466,700 $1,686,700 $ $2,311,700

313,700 313,700

52,300 i 52,300
i

52,300 52,300

104,600 104,600

522,900 $ 522,900

540,400 265,800 265,800 21,600 827,800

90,100 21,600 111,700

90,100 21,600 111,700

180,100 21,500 201,600

900,700 $ 265,800 $ 265,800 $ 86,300 $1,252,800

237,800 3,425,000 76,000 3,501,000 30,900 4,769,700

206,300 30,900 237,200

'206,300 31,000 237,300

'412,500 31,000 443,500

'062,900 $3,425,000 $ 76,000 $3,501,000 $ 123,800 $5,687,700" ~

662,200 247,200 9,400 1,918,800

278,500 9,400 287,900

278,500 9,300 287,800

551,100 9,400 560,500

770,300 $ 247,200 $ 247,200 $ 37,500 $3,055,000

120,100 2,120,100

353,300 353,300

353,300 353,300

706,800 706,800

533,500 $3,533,500

415,300 $4,645,000 $1,055,700 $5,700,700 $ 247,600 $16,363,600
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