
APPENDIX C
Financial Forecast Sources, Assumptions and 
Methodologies



Horizon 2040 Appendix C - 1

APPENDIX C  Financial forecast sources, 
assumptions and methodologies

TRANSPORTATION REVENUE AND EXPENDITURE 
PROJECTION SOURCES
Below is a list of some of the sources consulted in the development 
of the Horizon 2040 Financial Plan:

• Transportati on Resource Manual - January 2013
o Washington State Legislature Joint Transportati on 

Committ ee
• Transportati on Revenue Forecast Council - March 2013
  o WA State Offi  ce of Financial Management
• Local Government Financial Reporti ng System
  o WA State Auditor’s Offi  ce
• WSDOT County Roads and City Street Revenues and 

Expenditures 2000-2011
  o WSDOT’s Budget and Financial Analysis Offi  ce
• WSDOT – Eastern Region revenue and expenditure forecasts
• STA 2013 Adopted Budget and Projecti ons
  o STA Cash Flow 2013 MTP Update REV spreadsheet
• Others:  MPO assumpti ons and forecasts, FHWA,  Local, 

State and Nati onal Data and Research

FUNDING SOURCES
The following secti on describes many of the categories and sources 
of transportati on revenues.  The list is not meant to be all inclusive 
as there are additi onal funding mechanisms, especially at the local 
level.  The Horizon 2040 Revenue Forecast focused on regional 
funding sources.  SRTC recognizes that local jurisdicti ons may need 
to pursue new funding opportuniti es or tap into additi onal funding 

capacity in existi ng mechanism in order to fund local transportati on 
needs.

Local Funding Sources
City and county revenue resources can be categorized as either 
restricted or unrestricted.  Unrestricted revenue is available for 
transportati on to the extent that transportati on needs can compete 
with the many other local government needs.  Restricted revenue is 
funding collected through specifi c enabling legislati on limiti ng how 
much can be collected as well as how it can be spent. 

General Funds
General funds include all local funds subject to appropriati on by 
the governing body—property taxes, local opti on sales taxes, uti lity 
taxes, general state shared revenues, business license fees, etc.  
These funds may be used for transportati on purposes; however, 
they are also available for all other general funds acti viti es and 
therefore must compete against the balance of prioriti es for the 
community.

Restricted Funds 
The State of Washington enables local jurisdicti ons to impose 
various local revenue opti ons. The primary sources open to the 
Local Public Agencies (LPAs) are property taxes, local improvement 
districts (LIDs), and special levies such as local opti on sales tax and 
vehicle registrati on fees. Liability Insurance Tort is a lesser-known 
opti on.  It would include funds where jurisdicti ons have sought 
resti tuti on from parti es that have damaged public property.  

Special Property Taxes
Additi onal taxes can be authorized by voters, usually to fi nance 
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projects through the purchase of general obligati on or revenue 
bonds.  If the proposed amount is above the statutory limitati on 
for a jurisdicti ons’ taxing rate, it must be approved by 66 percent 
of voters with 40 percent turnout.  If it is below the legal limitati on, 
a simple majority is suffi  cient (usually called a “lid lift ”). The tax 
may be temporary or permanent.  An example would be the City 
of Spokane’s 10-year Street Bond levy in 2004.  The $117 million 
street bond levy was approved by voters within the City for street 
reconstructi on and rehabilitati on.

The various local funding sources and opti ons are as follows:

The Arterial Street Fund (ASF) is the state gasoline tax distributi on 
to citi es and towns. Distributi on is on the basis of populati on.

Road levy property tax is a source for funding rural roads. Over 
one-third of revenues directed to county roads are generated from 
local property taxes.1 

Real Estate Excise Tax (REET) is a tax on the sale of real estate.  
County treasurers collect the state and local taxes. Eff ecti ve July 
1, 2006, 1.3% of the state tax collected by counti es is retained 
to cover administrati on costs. Of the net proceeds to the state, 
6.1% goes into the public works assistance account to help fund 
maintenance of local government public works faciliti es created 
in RCW 43.155.050, and 1.6% goes to the city/county assistance 
account created in RCW 43.08.290. The remainder of the state tax 
goes into the general fund.

Local Improvement Districts (LIDs) are special taxing districts 

1  County Road Administrati on Board, 2013. htt p://www.crab.wa.gov/Funding/Proper-
tyTax/property_tax.cfm

for transportati on purposes that can be created by citi es and/or 
counti es. This allows for the acquiring, constructi ng, improving, 
providing, and funding of any city street, county road, or state 
highway improvement within the district. With voter approval, 
the District has authority to levy property tax and issue general 
obligati on bonds.

Similar to LIDs, Road Improvement Districts (RIDs) may be formed 
to fi nance street improvements through a special assessment for 
benefi ted property owners. 

The Local Opti on Vehicle Registrati on Fee is a local opti on  of an up 
to $100 (the maximum allowed under RCW 36.73) annual vehicle 
registrati on fee for vehicles registered in Spokane County.  The 
funds can be used for projects or programs that support local road 
constructi on, rehabilitati on, maintenance, preservati on, or the 
operati on of local transportati on systems.  These funds can also be 
used for state highways, bridges, regional arterials, high capacity 
transportati on, public transportati on, and transportati on demand 
management purposes. 

The Local Opti on Gas Tax is an opti on that allows local jurisdicti ons 
to impose up to 10% of the State Gas Tax level.  It is expected that 
successful implementati on of these local fi nancial opti ons would 
be dependent on clearly defi ning a program of projects for which 
the funds would be expended, and an adequate public educati on 
program on the relati onship between transportati on choices 
and the need to support adequate transportati on infrastructure 
investment.

The Commercial Parking Tax (RCW 82.80.030) is an opti on available 
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to citi es and counti es.  The tax is levied on gross parking proceeds 
or number of stalls owned by a commercial parking business, or 
on the customer (much like an admissions tax).  In the past, this 
opti on has not been considered a likely opti on and has not been 
fully investi gated for revenue potenti al. 

Tolls are paid by users and are limited to repayment of bonds to 
fi nance constructi on.

Parking fees can be used either for right-of-way (street parking) or 
for a specifi c facility (parking garage).

Various development regulati ons (especially subdivision 
ordinances) may require that certain faciliti es be constructed, 
frequently requiring developers to fi nance them.

Impact fees are available to address capital program needs 
identi fi ed for a general area to address growth and development.  
The fees must follow an established procedure and criteria that 
guard against duplicati on of fees for the same impact. These fees 
are only for system improvements that are “reasonably” related 
to the development and they are set to refl ect the proporti onate 
share of the system improvements costs directly impacted by the 
development.

Industrial Revenue Bonds (IRBs) are a special debt instrument 
under the IRS code allowing tax-free interest. Bonds are reti red by 
revenue generated from the benefi ted property and can be used 
for street improvements.  This power is limited by requirements in 
the IRS code.

Environmental miti gati on is another local funding opti on. Public 
faciliti es, including streets, traffi  c signals, or additi onal lanes, 
may be required to miti gate adverse environmental impacts from 
development.  As part of the development approval process, the 
municipality can require that impacts on public faciliti es caused by 
the development must be miti gated as a conditi on of approval.  The 
two parti es may agree to negoti ate an agreement that determines 
the appropriate share of the funding, and establishes the developer’s 
methods of payment for miti gati on of direct impacts.  A developer 
may agree to pay a monetary fee or to miti gate through donati on of 
a right-of-way or completed faciliti es.  Negoti ated agreements are 
entered into voluntarily and are enforceable by the municipality.

Voluntary contributi ons can be made by the developer to facilitate 
their development.  Contributi ons can be in the form of money, but 
oft en are in the form of donated right-of-way or even a completed 
facility.  Contributi ons are subject to the same sti pulati ons as a 
negoti ated agreement; however, they are not enforceable by law.

Federal Funding Sources
 On July 6, 2012, President Obama signed P.L. 112-141 Moving 
Ahead for Progress in the 21st Century (MAP-21), reauthorizing 
surface transportati on programs through fi scal year 2014. MAP-21 
authorizes $82 billion in Federal funding for FYs 2013 and 2014 for 
road, bridge, bicycling, and walking improvements.  MAP-21 took 
eff ect on October 1, 2012. The Washington State Department of 
Transportati on (WSDOT) administers the allocati on of MAP-21 
funds that are not directly att ributable to MPOs, Transportati on 
Management Areas (TMAs) and the State generated gas tax funds 
to each urban and rural area.  
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The Highway Trust Fund (HTF) is the source of funding for most 
of the programs in MAP-21. The HTF is comprised of the Highway 
Account, which funds highway and intermodal programs, and the 
Mass Transit Account. Federal motor fuel taxes are the major source 
of income into the HTF. Although MAP-21 implemented policy and 
programmati c changes, reform of the way highway programs are 
funded remains a challenge for the future.2 

Some of the relevant federal funding programs include:

Nati onal Highway Performance Program (NHPP) funding supports 
the conditi on and performance of the Nati onal Highway System 
(NHS), for the constructi on of new faciliti es on the NHS, and to ensure 
that investments of Federal-aid funds in highway constructi on 
are directed to support progress toward the achievement of 
performance targets established in an asset management plan of 
a State for the NHS.

The Surface Transportati on Program (STP) provides fl exible funding 
that may be used by States and localiti es for projects to preserve or 
improve conditi ons and performance on any Federal-aid highway, 
bridge projects on any public road, faciliti es for nonmotorized 
transportati on, transit capital projects and public bus terminals and 
faciliti es.

The Congesti on Miti gati on and Air Quality (CMAQ) Improvement 
Program provides a fl exible funding source to MPOs and TMAs for 
transportati on projects and programs to help meet the requirements 
of the Clean Air Act. Funding is available to reduce congesti on and 
improve air quality for areas that do not meet the Nati onal Ambient 
Air Quality Standards for ozone, carbon monoxide, or parti culate 
2  Source: htt p://www.fh wa.dot.gov/map21/summaryinfo.cfm

matt er (nonatt ainment areas) as well as former nonatt ainment 
areas that are now in compliance (maintenance areas).

The Highway Safety Improvement Program (HSIP) provides 
funding for strategies to maximize safety on highways through 
behavioral programs. Each state is required to identi fy key safety 
problems, establish their relati ve severity, and then adopt strategic 
and performance-based goals to maximize safety. Every state is 
required to update their Strategic Highway Safety Plan (SHSP) 
which lays out strategies to address these key safety problems.  In 
additi on to regular plan updates, defi ning a clear linkage between 
behavioral (NHTSA funded) State safety programs and the SHSP is 
mandated. The Railway-Highway Crossings program is a set-aside 
from the HSIP.

The Metropolitan Planning program assists regions in meeti ng 
requirements for developing and updati ng long-range plans 
and short-term transportati on improvement programs. MAP-21 
includes new requirements that the long-range plan incorporates 
performance measures to be used in assessing system performance 
and progress in achieving performance targets. The TIP must also 
be developed to make progress toward established performance 
targets and include a descripti on of the anti cipated achievements.

The Transportati on Alternati ves Program (TAP) provides funding 
for constructi on, planning, and design of on-road and off -road 
trail faciliti es for pedestrians, bicyclists, and other nonmotorized 
forms of transportati on.  The TAP funds other acti viti es such as safe 
routes for non-drivers, conversion and use of abandoned railroad 
corridors, constructi on of turnouts, overlooks and viewing areas 
as well as various community improvement and environmental 
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miti gati on acti viti es.  The TAP also includes the Recreati onal Trails 
program, the Safe Routes to Schools program as well as planning, 
designing, or constructi ng roadways within the right-of way of 
former Interstate routes or other divided highways.

The Transportati on Infrastructure Financing and Innovati on 
Act (TIFIA) program provides Federal credit assistance to eligible 
surface transportati on projects.  

Another federal revenue source for local projects is the Community 
Development Block Grant (CDBG) program. These federal funds 
are available to citi es and counti es for a variety of public faciliti es 
including transportati on improvements, housing, and economic 
development projects that benefi t low to moderate income 
households.

The Urbanized Area Formula Grants (Secti on 5307) is the largest 
of FTA’s grant programs; this program provides grants to urbanized 
areas to support public transportati on. Funding is distributed by 
formula based on the level of transit service provision, populati on, 
and other factors. The 5307 program now includes acti viti es eligible 
under the former Job Access and Reverse Commute (JARC) program, 
which focused on providing services to low-income individuals for 
improving access to jobs.

The Fixed Guideway Capital Investment Grants program, also 
known as “New Starts / Small Starts,” awards grants on a competi ti ve 
basis for major investments in new and expanded rail, bus rapid 
transit (BRT), and ferry systems.

The Enhanced Mobility of Seniors and Individuals with Disabiliti es 

(Secti on 5310) program provides formula funding to increase the 
mobility of seniors and persons with disabiliti es. At least 55 percent 
of program funds must be spent on public transportati on projects 
planned, designed, and carried out to meet the special needs of 
seniors and individuals with disabiliti es when public transportati on 
is insuffi  cient, inappropriate, or unavailable. The remaining 45 
percent may be used for: public transportati on projects that 
exceed the requirements of the ADA; public transportati on projects 
that improve access to fi xed-route service and decrease reliance 
by individuals with disabiliti es on complementary paratransit; 
or, alternati ves to public transportati on that assist seniors and 
individuals with disabiliti es. 

For a more complete listi ng and descripti on of Federal Highway 
Administrati on programs see htt p://www.fh wa.dot.gov/map21/
factsheets.cfm and for Federal Transit Administrati on programs see 
htt p://www.ft a.dot.gov/map21.html

State Funding Sources
State funding to local governments is primarily from the fuel tax 
revenue that is directly distributed to Spokane County and the 
citi es and towns within the county.  The State provides additi onal 
grant opportuniti es and revenues from taxes, fees, permits, bond 
proceeds or other sources.  Several of these are described below:

The Transportati on Improvement Board (TIB) was established by 
the Washington State Legislature to manage the Transportati on 
Improvement Account (TIA). The TIA provides funding for arterial 
street improvements that are coordinated among governmental 
agencies and encourage public/private parti cipati on. The Urban 
Program includes projects for jurisdicti ons with a populati on 
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greater than 5,000 and a local match of 20% or greater is required. 
The Small City Program funds projects in citi es and towns with 
a populati on under 5,000 and a local match of 5% or greater is 
required; jurisdicti ons with a populati on of under 500 need 0% 
local match.

The Washington State Legislature created the Transportati on 
Improvement Board (TIB) to foster state investment in quality 
local transportati on projects. TIB is an independent state agency 
that distributes and manages street constructi on and maintenance 
grants to 320 citi es and urban counti es throughout Washington 
State. The funding for TIB’s grant programs come from revenue 
generated by three cents of the statewide gas tax.

The Freight Mobility Strategic Investment Board (FMSIB) provides 
state or federal STP fl exible funds to be combined with partnership 
funding from freight mobility and freight miti gati on projects along 
strategic freight corridors as approved by the Legislature and 
Governor.

The County Road Administrati on Board (CRAB) was created by the 
Washington State Legislature in 1965 to provide statutory oversight 
of Washington’s thirty-nine county road departments. The agency 
is funded from a porti on of the counti es’ fuel tax that is withheld 
for state supervision, and from a small porti on of the two grant 
programs that it administers which are the Rural Arterial Program 
(RAP) and the County Arterial Preservati on Program (CAPP).

The Public Works Trust Fund (PWTF) is a loan program developed 
by the State Department of Community Development to provide 
low interest loans to local governments to complete needed 
infrastructure improvements. The Legislature passed uti lity taxes 

to create the fund.
In 2005 the Legislature passed a transportati on revenue package 
to fund 274 projects across the state over a 16 year period. The 
package includes 9.5 cents gas tax increase phased over four years. 
The expenditure plan was provided to address some of Washington 
State’s most criti cal transportati on needs.

The state Regional Mobility Grant program supports local eff orts 
to improve transit mobility. The program has provided $143.5 
million to support local projects since 2006.  Examples of funded 
local projects include: new transit services that connect urban 
centers; park and ride lots and expansions; new buses; and, rush-
hour transit service along congested corridors.

The state’s Consolidated Public Transportati on Grant Program 
uses state and federal monies to fund transit services within and 
between citi es, purchase new buses and other equipment, provide 
public transportati on service for the elderly and people with 
disabiliti es, and improve public transportati on in and between rural 
communiti es.

Real Estate Excise Tax (REET) is also a state tax.  Eff ecti ve July 1, 
2006, 1.3% of the state tax collected by counti es is retained to 
cover administrati on costs. Of the net proceeds to the state, 
6.1% goes into the public works assistance account to help fund 
maintenance of local government public works faciliti es created 
in RCW 43.155.050, and 1.6% goes to the city/county assistance 
account created in RCW 43.08.290. The remainder of the state tax 
goes into the general fund.
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ASSUMPTIONS
The following assumpti ons were used in the development of the 
Horizon 2040 revenue forecast:

• Local & State: 1% growth
• Federal: 1% growth
• STA: 2.5% growth plus additi onal 3/10ths of one percent 

sales tax, federal funding (Secti on 5309 Small Starts, CMAQ), 
and grants (e.g., WA State Mobility Grant)

• WSDOT: 2.5% growth plus US 395 North Spokane Corridor 
funding

• Regional 3-4% growth for STP, CMAQ, and TAP funding
• No new revenue sources

The following assumpti ons were use to project expenditures:
• Local: 1% annual average cost growth
• STA:  3% increase (annual average)
• WSDOT:  2% annual cost increase
• Capital costs expressed in Year of Expenditure (YOE) dollars

METHODOLOGIES
As explained in Chapter 4, SRTC staff  developed the fi nancial 
forecasts for local, state and federal revenues based on historical 
data trends using the sources and assumpti ons above.  SRTC 
analyzed several year bands from the historic data that refl ected 
more typical funding levels.  These averages were then compared 
to informati on from the Washington State Transportati on Revenue 
Forecast Council3   to develop reasonable revenue growth forecasts. 
Washington State Department of Transportati on provided revenue 
forecasts which assumed a similar historical investment level for 
the planning horizon. WSDOT revenue projecti ons also include 
dedicated funding for completi on of the North Spokane Corridor, 
3 htt p://www.ofm.wa.gov/budget/info/transportati onrevenue.asp

which is deemed a reasonable assumpti on due to success over the 
last decade in receiving state and federal funding for the project. 
Spokane Transit also provided forecasts based on historical trends in 
Secti on 5307 funding and sales tax revenues.  Revenue projecti ons 
for 2014-2026 are based on Board adopted budget assumpti ons 
while 2027-2040 projecti ons are based on an average 3% growth 
rate. The projected revenue for STA includes an additi onal 3/10ths 
of one percent in sales tax funding.  STA currently uses 6/10ths 
of one percent of the local sales tax.  They are enabled a total of 
9/10ths of one percent under state statute (RCW 82.14.045). This 
is a reasonable assumpti on due to several successful public votes 
in the past to raise and sustain the increase in the sales and use tax 
rate. STA also anti cipates fare increases in 2015 and 2018.  

Table A.1 on the next page illustrates a funding breakdown by 
jurisdicti on of general revenue categories. The revenues are 
projected using best available sources of informati on in close 
coordinati on with local jurisdicti ons, WSDOT and STA.
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Table A.1 Projected Revenues by Source 2014-2040

Jurisdiction Source Revenues %

WSDOT*

NSC dedicated 
funds  $        1,716,200,000 16%

Fuel tax  $            668,300,000 6%
Bond sales  $            526,600,000 5%

Federal funds  $            293,500,000 3%

Vehicle/driver 
licenses, permits 

and fees
 $            206,200,000 2%

Tolls, fares 
and other state 
revenues/fees

 $             30,600,000 0%

Local funds  $              20,800,000 0%

STA**

Sales tax  $        2,336,900,000 22%
Operating revenue  $            604,000,000 6%

FTA Sec. 5307  $            415,200,000 4%
Federal/State 

grants
 $              48,000,000 0%

Misc.  $              27,500,000 0%

Local 
Jurisdictions

Local funds  $        2,504,800,000 23%
State  $            774,600,000 7%

Federal  $            405,400,000 4%

Regional
STP  $            216,500,000 2%

CMAQ  $              44,700,000 0%
TAP  $              23,800,000 0%

Total   $      10,863,600,000 100%

*WSDOT projected revenue percentages by source are based on 2013 
budget analysis and do not refl ect uncertainty in the Federal Highway 
Trust Fund, fuel taxes or other potenti al trends. htt p://www.wsdot.
wa.gov/NR/rdonlyres/03499E61-35F1-44C5-836D-ED6AD0703E22/0/
CountyByCounty20042012Jan2013.pdf

**STA revenue percentages are based on the STA adopted 2013 Capital and 
Operati ng Budget (Resoluti on Number: 699-12) and do not refl ect potenti al 
fl uctuati ons in operati ng revenues or sales tax receipts. htt p://www.
spokanetransit.com/fi les/content/2013_Adopted_Budget.pdf

A similar approach was taken for projecti ng expenditures.  The past 12 
years of expenditures have been analyzed and the average increase 
or decrease for year bands during this period have been examined to 
determine appropriate rates of growth for the forecasted amounts.  
Local operati ons, maintenance and preservati on expenditures are 
forecasted to increase an average of approximately 1% annually.  STA 
provided expenditure projecti ons for 2014-2026 based on their Board 
adopted budget assumpti ons and planned capital projects.  2027-
2040 replacement capital and operati ng expenditures are projected 
based on an average 3% infl ati on rate.  Specifi c capital projects listed 
in the Preferred Scenario (Tables 4.10 through 4.12) are expressed in 
year of expenditure costs.


