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EXECUTIVE SUMMARY

LEBANON TRANSIT FINANCIAL CAPACITY ANALYSIS PLAN

The purpose of this Plan is to determine the Financial Capacity of Lebanon Transit (LT), 
to operate bus service in the years up to FY 2027/2028 and beyond. Utilizing Financial 
Capacity Analysis, this Plan documents present financial and productivity trends as a 
basis to predict LT’s future financial condition and capacity.

This Plan is required by the Federal Transit Administration (FTA) per guidance issued in 
1987. It is on the basis of this Plan that FTA will grant LT operating and capital 
assistance in the future as part of the Lebanon County Metropolitan Planning 
Organization (LEBCO MPO) Transportation Improvement Program (TIP).
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INTRODUCTION

On March 30, 1987, the Urban Mass Transportation (UMTA), now Federal Transit 
Administration (FTA), issued Circular C 7008.1, Financial Capacity Policy, for transit 
systems receiving Federal Funding. The FTA Circular was issued to ensure that adequate 
review by the Metropolitan Planning Organization (MPO) of a transit system’s financial 
capacity took place before Federal funds were committed to a major capital or planning 
project. FTA now requires the local transit system and/or local community to have the 
financial capacity to pay for such improvements in addition to operating and maintaining 
the existing transit system.

The purpose of this Financial Capacity Plan is to comply with the present FTA 
regulations and to determine the financial capacity of LT to undertake projects involving 
the acquisition, operation and maintenance of facilities and equipment partially funded by 
the Federal Government. However, a Financial Capacity Analysis is also a valuable tool 
for LT and the local municipalities that support public transit. It provides the framework 
to judge how cost-effective Lebanon Transit’s public transit services are and gives the 
local municipalities that support public transit a yardstick to measure the value they are 
getting for their investment.

DEFINITION OF FINANCIAL CAPACITY

The Circular defined Financial Capacity has two (2) elements:

 Financial Condition; and
 Financial Capability

Financial Condition
Refers to the ability of the Authority to operate and maintain the transit system at its 
present level of service. Financial Condition is reflected in working capital levels, capital 
accounts, operating cost and revenue, service levels, productivity, and ridership.

Financial Capability
Refers to the stability and reliability of revenue sources to meet future capital and 
revenue costs. Financial Capability reflects a system’s present and future financial 
condition in meeting future service needs.
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INDICATORS OF FINANCIAL CONDITION AND FINANCIAL CAPABILITY
FY 2025/2026 to 2027/2028

Both indicators of Financial Capacity can be observed through various historical trends. 
For this Plan, historical data and trend data will be utilized from LT’s FY 2018/2019 to 
2022/2023. The five (5) year trends derived from this data will provide the basis to 
predict future trends. LT’s Audited Reports and Financial Statements were used to gather 
this data. For convenience, these trends can be grouped into the following categories.

OPERATING REVENUE TRENDS 

Total Federal Eligible Revenue (including passenger fares)
Total Non-Federal Eligible Revenue 
Total Non-Subsidy Revenue

OPERATING ASSISTANCE TRENDS

Federal Operating Assistance 
State Operating Assistance
Local Operating Assistance

EXPENSE TRENDS

Operating Expenses
Capital Expenses

RIDERSHIP AND PRODUCTIVITY TRENDS

Passengers per Vehicle Revenue Hour
Cost per Vehicle Revenue Hour
Revenue per Vehicle Revenue Hour
Cost per Passenger
Farebox Recovery 
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OPERATING REVENUE

Operating Revenue is comprised of three (3) types of revenue sources.

Federal Eligible Revenue
This source includes Passenger Farebox Revenue and Other Federal Eligible Revenue, 
which includes advertising. 

Federal Eligible Revenue is used to offset operating expenses. For example, in
FY 2022/2023 LT’s operating expenses were $3,183,338, with operating revenue of 
$348,952, which reduced expenses to $2,834,386. 

Federal Non-Eligible Revenue
This source includes investment income. Federal Non-Eligible Revenue are funds that are 
not used to calculate Federal Operating Assistance.

Non-Subsidy Revenue
Total Non-Subsidy Revenue is the product of both Federal non-eligible revenue and 
Federal eligible revenue. The total amount is all monies not considered subsidies from 
government sources to cover LT’s operating deficit.

Operating Assistance
Operating Assistance is the subsidy that comes from Federal, State, and local government 
sources to support LT operations. Federal Operating Assistance covers a calculated 
percentage of LT’s operating expenses not covered by Federal Eligible Revenue

SYSTEM EXPENSES

System expenses include operating and capital expenses. LT’s operating expenses are the 
annual operating costs incurred from wages, benefits, and services provided to operate 
public transit service. Capital expenses are the costs related to either replacing or 
introducing major items that are necessary to the operation of the system such as buses 
and maintenance equipment.

PRODUCTIVITY

Productivity can be defined as how effective the system is at producing “outputs” such as 
number of riders carried. The following indicators can be used to measure productivity:

Passengers per Vehicle Revenue Hour
The total annual number of originating passengers divided by the total annual number of 
“in-service” hours provided by LT in any given year.
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Cost per Vehicle Revenue Hour
The annual operating cost of services provided is divided by the total annual number of 
“in-service” hours provided by LT in any given year.

Revenue per Vehicle Revenue Hour
Total annual operating revenue generated from farebox and other non-state, non-federal 
sources divided by the total annual number of “in-service” hours provided by LT in any 
given year.

Cost per Passenger
Total annual operating cost of services provided divided by the total annual number of 
originating passengers in any given year.

Farebox Recovery Trends
Farebox recovery is calculated by taking all sources of total non-subsidy revenue and 
dividing it by operating expenses. The higher the level of farebox recovery, the healthier 
a system’s financial condition and future financial capacity is likely to be.

DISCUSSION OF CURRENT FINANCIAL CONDITION AND 
CAPACITY TRENDS

OPERATING REVENUE TRENDS 

Non-Subsidy Revenue
Non-subsidy revenue fluctuates from year to year. It is based on the number of passenger 
boarding’s in any given year. We expect to receive annual increases based upon historical 
precedence. As ridership increases, passenger fares increase as well, and vise-versa if 
ridership decreases.

OPERATING ASSISTANCE TRENDS

Total Federal 5307 Revenue   
LT receives Urban Federal 5307 funds. LT will continue to receive funds from this 
source, and we expect to receive annual increases in the total amount based upon 
historical precedence.

In FY 2019/2020 LT received Section 5307 Coronavirus Aid, Relief and Economic 
Security (CARES) Act funding, and in FY 2020/2021 LT received Section 5307 
American Rescue Plan Act (ARPA) funds for Operating Assistance to help offset deficits 
due to low ridership and revenue, which allowed LT to continue providing services 
through the COVID-19 Pandemic.
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State Operating Assistance 
PA State Act 44 was implemented in FY 2007/2008. The transition from PA State Act 26 
to PA State Act 44 provided a significant increase in operating revenue. Legislation for 
PA State Act 89 of 2013 was implemented in FY 2014/2015 and states any increases in 
operating revenue will be based on productivity. 

Local Operating Assistance
LT receives local operating assistance from Lebanon County. As per PA State Act 44 
directives, the local share transit agencies receive must increase by 5% per year until a 
full 15% share is achieved.

 EXPENSE TRENDS

There are two (2) types of expenses, operating and capital. 

Operating Expenses 
Total operating expenses have increased over the last five (5) years by 7.7%, which 
equates to a little over 1.4% per year from FY 2018/2019 to 2022/2023.

Capital Assistance  
Over the past few years, LT has replaced several buses with Compressed Natural Gas 
(CNG) buses, upgraded computers, as well as a few small equipment purchases for the 
Maintenance Department.

PRODUCTIVITY TRENDS

Passengers per Vehicle Revenue Hour
Over the past five (5) years, LT’s Passengers per Hour for Fixed Route went from 10.45 
in FY 2018/2019 to 7.84 in FY 2022-2023. Shared Ride Passengers per Hour went from 
2.99 to 2.67 respectively.

Cost per Vehicle Revenue Hour
Over the past five (5) years, LT’s Cost per Hour went from $98.48 in FY 2018/2019 to 
$122.09 in FY 2022/2023.  Shared Ride Costs per Hour went from $86.10 to $96.29, 
respectively.

Costs increased for Fixed Route each year by an average of 4.8% with Shared Ride 
increasing each year by 2.4%. However, revenue hours decreased over the five (5) year 
period due to the Pandemic, which caused a higher-than-normal increase in Cost per 
Hour.
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Revenue per Vehicle Revenue Hour
Over the past five (5) years, LT’s Fixed Route Revenue per Hour went from $13.21 in 
FY 2018/2019 to $13.38 in FY 2022/2023.  Shared Ride Revenue per Hour went from 
$63.14 to $56.82, respectively.

Cost per Passenger
Over the past five (5) years, LT’s Fixed Route Cost per Passenger went from $9.43 in FY 
2018-2019 to $15.58 in FY 2022/2023. Shared Ride Revenue per Hour went from $28.77 
to $36.10, respectively. 

Several factors play a role in this. Although there was a 4.8% increase in Fixed Route 
costs per year and a 2.4% increase in Shared Ride costs per year, ridership did not keep 
pace. LT had a significant decrease in Fixed Route and Shared Ride over the five (5) year 
period from FY 2018/2019 through FY 2022/2023. The Pandemic kept ridership low, 
while expenses remained relatively steady.

Farebox Recovery 
Over the past five (5) years, LT’s Fixed Route Farebox Recovery went from 13.42% in 
FY 2018/2019 to 10.96% in FY 2022/2023. Shared Ride went from 73.34% to 59.01% 
respectively. Again, the Pandemic played a vital role in all aspects of LT.

The following is a review of our Financial Trends from FY 2018/2019 to FY 2022/2023.
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The following is a review of our Ridership and Productivity Trends from FY 2018/2019 
to FY 2022/2023.



9

DISCUSSION OF PROJECTED FINANCIAL CONDITION AND CAPACITY

LT’s financial goals over the next five (5) years are designed to ensure that operating 
revenue continues to keep pace with operating expenses. 

REVENUE PROJECTIONS

Non-Subsidy Revenue
Over the next five (5) years, LT expects Fixed Route Non-Subsidy Passenger Revenue to 
increase by at least 30% and Shared Ride Non-Subsidy Passenger Revenue to increase by 
36% until it reaches Pre-Pandemic levels.

Federal 5307 Revenue
As previously reported, LT estimates the total Federal Operating Assistance to continue 
to increase slightly over the next five (5) fiscal years based on historic trends. 

State Operating Assistance 
Total PA State Act 89 Operating Assistance is expected to increase over the next five (5) 
years based upon historical trend and productivity.
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Local Operating Assistance
Local Operating Assistance is expected to increase by 5% each year until a 15% local 
match is achieved.

OPERATING EXPENSE PROJECTIONS

Operating Expenses  
LT anticipates an increase of 16% in Fixed Route Operating Expenses, and an increase of 
18.7% in Shared Ride Operating Expenses over the next five (5) years.

Capital Expenses
LT will continue capital maintenance and improvement projects such as replacing new 
buses fitted for CNG fueling, safety and security IT upgrades and building renovations 
and/or expansion.

PRODUCTIVITY PROJECTIONS

Passenger per Vehicle Revenue Hour
Fixed Route Passenger per Hour is expected to go from 8.54 in FY 2023/2024 to 12.5 in 
FY 2027/2028. 

Lebanon Transit is in the process of revamping its routes, adding two (2) additional runs 
in the evening, and adding a stop at the Expo Center; expected roll out is December 2023.

Shared Ride Passenger per Hour is expected to remain the same at 2.98 over the next five 
(5) years.

Cost per Vehicle Revenue Hour
Fixed Route Cost per Hour is expected to go from $143.71 in FY 2023/2024 to $170.97 
in FY 2027/2028. 

Shared Ride Cost per Hour is expected to go from $118.72 in FY 2023/2024 to $103.64 
in FY 2027/2028.

Revenue per Vehicle Revenue Hour
Fixed Route Revenue per Hour is expected to go from $13.75 in FY 2023/2024 to $17.86 
in FY 2027/2028.

Shared Ride Revenue per Hour is expected to go from $63.67 in FY 2023/2024 to $63.67 
in FY 2027/2028.

Cost Per Passenger
Fixed Route Cost per Passenger is expected to go from $16.83 in FY 2023/2024 to 
$13.68 in FY 2027/2028.
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Shared Ride Cost per Passenger is expected to go from $39.77 in FY 2023/2024 to 
$34.72 in FY 2027/2028.

Farebox Recovery 
Fixed Route Farebox Recovery is expected to go from 9.57% in FY 2023/2024 to 10.45% 
in FY 2027-2028.

Shared Ride Farebox Recovery is expected to go from 53.63% in FY 2023/2024 to 
61.43% in FY 2027/2028.

The following is a review of our Financial Projections through FY 2027/2028.
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The following is a review of LT’s Ridership and Productivity Projections through FY 
2027/2028.
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CONCLUSION

Lebanon Transit is confident it will have adequate financial capability to provide public 
transit service in Lebanon County for the next five (5) years and beyond. The projections 
are based on past trends and provide a realistic standard for future financial and 
productivity goals.

In the event operating assistance at the Federal, State or local level is cut drastically, 
LT will respond to these cuts in an aggressive, yet positive manner for the citizens of 
Lebanon County. Any challenges will be met through extensive discussion and planning 
with LT’s Board of Directors who will provide the course of action needed to ensure 
fiscally viable transit operations.

LT’s financial goal in the coming years is to maximize operating revenues to keep pace 
with operating expenses. LT is committed to providing cost effective public 
transportation and will strive to continue to meet this goal. 

Lebanon Transit
200 Willow Street

Lebanon, PA  17046
717.274.3664

Lebanon Transit is a Drug-Free Workplace
Lebanon Transit is an Equal Employment Opportunity Employer


