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County of Lebanon Transit Authority (LT)

EXECUTIVE SUMMARY

LEBANON TRANSIT FINANCIAL CAPACITY ANALYSIS PLAN

The purpose of this Plan is to evaluate the financial capacity of Lebanon Transit (LT) to 
operate and maintain its bus services through FY 2029/2030 and into the long-term 
future. Utilizing Financial Capacity Analysis, the Plan examines LT’s current revenue 
sources, operating and capital cost trends, service performance, and funding assumptions. 
These elements are used to project LT’s future financial condition and determine its 
ability to sustain existing services or support planned improvements.

This Plan is required by the Federal Transit Administration (FTA) per guidance issued in 
1987. It provides the basis upon which the FTA evaluates LT’s eligibility to receive 
future operating and capital assistance included in the Lebanon County Metropolitan 
Planning Organization (LEBCO MPO) Transportation Improvement Program (TIP). The 
analysis helps ensure that LT can continue to meet federal financial capacity 
requirements, maintain a balanced program of services, and responsibly plan for 
upcoming capital investments.
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INTRODUCTION

On March 30, 1987, the Urban Mass Transportation Administration (UMTA), now the 
Federal Transit Administration (FTA), issued Circular C 7008.1, Financial Capacity 
Policy, establishing requirements for transit systems receiving federal funding. The 
Circular ensures that the Metropolitan Planning Organization (MPO) conducts an 
adequate review of a transit system’s financial capacity before Federal funds are 
committed to major capital or planning projects. Under this policy, FTA requires the 
local transit system and/or local municipalities to demonstrate the financial capability to 
fund proposed improvements while continuing to operate and maintain the existing 
transit system.

The purpose of this Financial Capacity Plan is to comply with current FTA regulations 
and to determine Lebanon Transit’s (LT) financial capacity to undertake capital projects 
and continue the acquisition, operation, and maintenance of transit facilities and 
equipment that are partially funded by the Federal Government. Beyond meeting federal 
requirements, the Financial Capacity Analysis serves as a valuable planning tool for LT 
and the municipalities that invest in public transit. It provides an objective framework to 
evaluate the cost-effectiveness and long-term sustainability of LT’s services, as well as a 
measure by which local governments can assess the value and return on their annual 
contributions to public transportation.

DEFINITION OF FINANCIAL CAPACITY

According to FTA Circular C 7008.1, Financial Capacity is composed of two 
interrelated elements: Financial Condition and Financial Capability.

Financial Condition reflects the Authority’s ability to operate and maintain the transit 
system at its current level of service. Key indicators of financial condition include 
working capital, capital accounts, operating costs and revenues, service levels, 
productivity, and ridership trends. A strong financial condition demonstrates that 
Lebanon Transit can sustain ongoing operations and respond effectively to routine 
maintenance and operational demands.

Financial Capability, on the other hand, refers to the stability and reliability of revenue 
sources to meet future operating and capital requirements. It considers both the present 
and projected financial condition of the system, providing a measure of whether Lebanon 
Transit can support planned service expansions, capital projects, and other long-term 
needs. Together, financial condition and capability form the foundation for evaluating 
LT’s ability to continue providing reliable and cost-effective transit services while 
maintaining compliance with federal funding requirements.
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INDICATORS OF FINANCIAL CONDITION AND FINANCIAL CAPABILITY
FY 2027/2028 to 2029/2030

Financial capacity can be evaluated through a variety of indicators that reflect both the 
current and projected performance of the transit system. For the purposes of this Plan, 
historical and trend data from Lebanon Transit’s (LT) fiscal years 2019/2020 through 
2024/2025 have been analyzed. Five-year (5) trends derived from this data provide the 
foundation for projecting future financial conditions and capabilities through FY 
2027/2028 to FY 2029/2030. All data was obtained from LT’s Audited Reports and 
Financial Statements to ensure accuracy and reliability.

For clarity and analysis, these indicators are 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 

By examining these categories, this Plan provides a comprehensive view of LT’s 
financial performance, identifies patterns and trends, and assesses the system’s ability to 
sustain and improve service in the years ahead. These indicators form the foundation for 
evaluating both the Financial Condition and Financial Capability of Lebanon Transit.
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OPERATING REVENUE

Operating revenue for Lebanon Transit (LT) is composed of three primary types of 
revenue sources: Federal Eligible Revenue, Federal Non-Eligible Revenue, and Non-
Subsidy Revenue. Each of these plays a key role in supporting LT’s operations and 
offsetting operating expenses.

Federal Eligible Revenue includes passenger farebox revenue as well as other federally 
eligible sources, such as advertising. These revenues are applied directly to offset 
operating expenses. For example, in FY 2024/2025, LT’s total operating expenses 
amounted to $4,102,938, while operating revenue totaled $387,132. After applying 
Federal Eligible Revenue, the net operating expenses were reduced to $3,715,806.

Federal Non-Eligible Revenue primarily consists of investment income and other funds 
not used in calculating Federal Operating Assistance. While these revenues contribute to 
LT’s overall financial resources, they are not considered when determining federal 
subsidy levels.

Non-Subsidy Revenue represents the sum of Federal Eligible Revenue and Federal Non-
Eligible Revenue. This total reflects all monies generated by LT that are not derived from 
government subsidies, effectively reducing the system’s reliance on public funds to cover 
operational deficits.

Operating Assistance refers to subsidies provided by Federal, State, and local 
government sources to support LT operations. Federal Operating Assistance, for instance, 
covers a calculated portion of operating expenses not offset by Federal Eligible Revenue. 
State and local operating assistance supplement this funding, ensuring that LT can 
maintain service levels and continue providing reliable transit to the community.

SYSTEM EXPENSES

System expenses for Lebanon Transit (LT) are composed of two main categories: 
operating expenses and capital expenses.

Operating expenses represent the annual costs required to provide public transit 
services. These include wages and benefits for employees, fuel and vehicle maintenance, 
contract services, and all other expenditures necessary to operate the transit system on a 
day-to-day basis.

Capital expenses refer to costs associated with acquiring, replacing, or upgrading major 
assets that are essential to system operations. This includes the purchase of buses, 
maintenance and support equipment, and other long-lived infrastructure items required to 
sustain or improve service. Capital expenses are typically funded through a combination 
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of federal, state, and local sources and are considered separately from operating costs 
when assessing financial capacity.

By evaluating both operating and capital expenses, LT can determine the total financial 
resources required to maintain existing services, support future growth, and ensure 
compliance with federal and local funding requirements.

PRODUCTIVITY

Productivity reflects how effectively Lebanon Transit (LT) converts resources into 
outputs, such as the number of passengers carried or service provided. Evaluating 
productivity provides insight into both operational efficiency and the system’s overall 
financial condition. The following key indicators are commonly used to measure LT’s 
productivity:

Passengers per Vehicle Revenue Hour
This measures the total annual number of originating passengers divided by the total 
annual number of “in-service” hours provided by LT. It provides a clear measure of how 
efficiently service hours are utilized to transport riders.

Cost per Vehicle Revenue Hour
Calculated by dividing the annual operating cost of services by the total annual number of 
“in-service” hours, this indicator reflects the efficiency of resource utilization in 
providing service.

Revenue per Vehicle Revenue Hour
This metric divides total annual operating revenue from farebox and other non-state, non-
federal sources by the total annual number of “in-service” hours. It demonstrates the 
system’s ability to generate revenue relative to the level of service provided.

Cost per Passenger
Calculated by dividing total annual operating costs by the total annual number of 
originating passengers, this metric shows the average cost to carry each passenger and is 
a key measure of service efficiency.

Farebox Recovery Trends
Farebox recovery is determined by dividing total non-subsidy revenue by operating 
expenses. A higher farebox recovery indicates a stronger financial condition and greater 
ability to support ongoing operations and future growth. Tracking this trend helps 
evaluate the system’s sustainability and its capacity to rely on internally generated 
revenue.
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DISCUSSION OF CURRENT FINANCIAL CONDITION AND 
CAPACITY TRENDS

OPERATING REVENUE TRENDS

Non-Subsidy Revenue
Non-subsidy revenue varies from year to year and is largely driven by passenger 
boardings. Historical data indicate that increases in ridership typically correspond to 
increases in passenger fare revenue, while decreases in ridership lead to lower revenues. 
Based on these historical trends, LT anticipates modest annual increases in non-subsidy 
revenue in future years, assuming ridership continues to grow steadily.

OPERATING ASSISTANCE TRENDS

Lebanon Transit (LT) relies on a combination of Federal, State, and Local operating 
assistance to support its daily operations. These funding sources provide the financial 
foundation that allows LT to maintain and expand transit services while offsetting the 
portion of operating expenses not covered by farebox or other non-subsidy revenues.

Federal Operating Assistance – (Urban 5307 Funds)
LT receives Federal Urban 5307 funds, which provide critical support for daily 
operations. Based on historical trends, these funds are expected to increase modestly, 
approximately 2% per year, reflecting typical adjustments for inflation and program 
growth. Federal operating assistance is calculated after applying Federal Eligible 
Revenue and is essential to sustaining service levels and covering operational costs not 
funded through fares.

State Operating Assistance
State operating assistance is provided in accordance with PA State Act 44 (FY 
2007/2008) and PA State Act 89 (FY 2014/2015). Act 44 significantly increased funding 
compared to prior legislation, while Act 89 links future funding increases to system 
productivity and performance metrics. LT has historically benefited from a reliable state 
funding stream; however, structural changes, such as reductions in Pennsylvania 
Turnpike Commission (PTC) contributions, have shifted reliance toward general fund 
and sales-tax-based revenues.

Recent legislative proposals, including the Transit for All PA initiative (HB 1364), may 
provide additional or more stable funding for transit agencies statewide. While these 
measures have not yet been enacted, they represent potential opportunities to supplement 
state operating assistance. In projecting LT’s financial capacity, this Plan assumes 
moderate, productivity-based growth in state operating assistance while acknowledging 
potential variability due to legislative changes and funding uncertainties.
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Local Operating Assistance
LT receives local operating assistance from Lebanon County, which provides a critical 
component of the agency’s funding base. In accordance with Act 44 directives, the local 
share for transit agencies is scheduled to increase by 5% annually until a full 15% 
contribution of operating expenses is achieved. This predictable, gradually increasing 
local support enhances LT’s long-term financial stability and capacity to maintain and 
expand transit services.

The combination of Federal, State, and Local operating assistance ensures that LT can 
continue to provide reliable, cost-effective transit services. By monitoring legislative 
developments, maintaining productivity and performance metrics, and projecting funding 
based on historical trends, LT can assess its future financial capacity and plan for both 
routine operations and potential capital improvements.

EXPENSE TRENDS

Lebanon Transit’s (LT) system expenses are comprised of two primary categories: 
operating expenses and capital expenses.

Operating Expenses
Over the past five (5) fiscal years, total operating expenses have increased by 
approximately 17.2%, averaging just over 3.4% per year from FY 2020/2021 through FY 
2024/2025. Operating expenses include costs associated with wages, benefits, fuel, 
vehicle maintenance, contracted services, and all other expenditures necessary to provide 
daily transit service.

A significant factor influencing future operating expense trends is the union contract 
effective July 1, 2024, through June 30, 2029, which includes wage increases for 
represented employees. These wage adjustments will increase LT’s annual operating 
costs, and this Plan incorporates these projected increases in forecasting LT’s financial 
capacity for FY 2027/2028 through FY 2029/2030. Despite these higher costs, LT 
continues to manage expenses prudently while maintaining service levels and operational 
efficiency.

Capital Expenses
Capital expenses support the acquisition, replacement, or upgrade of major system assets 
essential to transit operations. In recent years, LT has invested in replacing several buses 
with Compressed Natural Gas (CNG) vehicles, upgrading computer systems, and 
acquiring small maintenance equipment for the Maintenance Department. 

Additionally, LT is in the process of constructing a new facility at an estimated cost of 
$46,000,000. This project is funded through a combination of federal and state grants, 
with a local share contribution, representing a significant long-term investment in the 
operational capacity and sustainability of the transit system.
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By tracking both operating and capital expenses, including anticipated wage increases, 
LT can assess trends in financial resource utilization, anticipate future funding needs, and 
plan effectively for both routine operations and major capital projects. This approach 
ensures continued compliance with federal and state funding requirements while 
supporting long-term service stability and growth.

PRODUCTIVITY TRENDS

Productivity reflects how effectively Lebanon Transit (LT) uses its resources to provide 
service and generate ridership. The following indicators illustrate LT’s performance 
trends over the past five (5) fiscal years.

Passengers per Vehicle Revenue Hour
Over the past five (5) years, LT’s productivity has shown gradual improvement.

Fixed Route passengers per revenue hour increased from 6.61 in FY 2020/2021 to 7.78 
in FY 2024/2025. Shared Ride passengers per revenue hour increased from 2.30 to 2.46 
over the same period.

These increases indicate modest gains in ridership efficiency as travel demand continued 
to recover following the COVID-19 pandemic.

Cost per Vehicle Revenue Hour
Fixed Route cost per hour increased from $120.28 in FY 2020/2021 to $157.04 in FY 
2024/2025. Shared Ride cost per hour increased from $104.23 to $126.05 over the same 
period.

The FY 2024/2025 increase reflects significant wage adjustments associated with the 
union contract effective July 1, 2024–June 30, 2029, which resulted in An average 
wage increase of 21% for Fixed Route and 23% for Shared Ride employees. Increased 
benefit costs and inflationary pressures also contributed to higher hourly costs.

Revenue per Vehicle Revenue Hour
Fixed Route revenue per hour increased from $9.10 to $14.82 between FY 2020/2021 
and FY 2024/2025. Shared Ride revenue per hour increased from $48.20 to $52.07 
during the same period.

Revenue growth has been modest and has not kept pace with the rate of expense growth.

Cost per Passenger
Fixed Route cost per passenger rose from $18.20 in FY 2020/2021 to $20.18 in FY 
2024/2025. Shared Ride cost per passenger increased from $45.32 to $51.21 over the 
same period.

These increases are largely due to rising operating costs combined with ridership levels 
that remain below pre-pandemic norms. The pandemic caused a substantial decline in 
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both Fixed Route and Shared Ride utilization, and although ridership continues to 
recover, it has not yet offset the higher cost structure.

Farebox Recovery
Farebox recovery represents the percentage of operating expenses covered by passenger 
revenue and other non-subsidy revenue sources.

Fixed Route farebox recovery increased from 7.56% in FY 2020/2021 to 9.44% in FY 
2024/2025. Shared Ride farebox recovery decreased from 46.25% to 41.31%, reflecting 
rising costs and stagnant reimbursement-related revenue.

The long-term effects of the pandemic continues to impact farebox recovery across both 
modes. LT anticipates proposing a fare increase for FY 2026/2027, particularly for 
Shared Ride, as revenue streams are not keeping pace with the increased cost of 
providing service.

The following is a review of our Financial Trends from FY 2020/2021 to FY 
2024/2025.
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The following is a review of our Ridership and Productivity Trends from FY 
2020/2021 to FY 2024/2025.
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DISCUSSION OF PROJECTED FINANCIAL CONDITION AND CAPACITY

LT’s financial goals over the next five (5) fiscal years are centered on maintaining long-
term stability by ensuring that operating revenues keep pace with projected increases in 
operating expenses. These projections incorporate current funding structures, wage 
adjustments from the union contract effective July 1, 2024 through June 30, 2029, 
inflationary pressures, and anticipated ridership recovery. Overall, LT’s projected 
financial condition and capacity remain stable, supported by reliable federal, state, and 
local revenue streams.

REVENUE PROJECTIONS

Non-Subsidy Revenue
Over the next five (5) years, LT anticipates steady growth in both Fixed Route and 
Shared Ride non-subsidy revenue, driven primarily by passenger fares. Ridership has 
experienced gradual year-over-year increases and is expected to continue trending 
upward as travel patterns normalize. LT projects that both modes will approach or return 
to pre-pandemic ridership levels within the planning period, resulting in corresponding 
increases in farebox revenue. Additional non-fare sources, such as advertising and 
investment income, are expected to remain generally stable, with modest growth 
consistent with prior trends.

Federal 5307 Revenue
Federal Urbanized Area Formula Program (Section 5307) funding is expected to remain a 
consistent source of operating assistance. Based on historical allocations and projected 
federal apportionment levels, LT anticipates modest increases in annual Federal 
Operating Assistance over the next five (5) fiscal years. These incremental increases will 
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help offset rising operating costs, but federal funding alone will not be sufficient to 
absorb significant cost escalations such as wage adjustments or fuel volatility.

State Operating Assistance
State operating assistance through Act 89 is projected to increase gradually over the next 
five (5) years. Funding growth is based on historic statewide allocations, LT’s relative 
productivity, and the revenue performance of the Pennsylvania Public Transportation 
Trust Fund, under Act 89, increases are tied to both statewide economic conditions and 
agency performance indicators. LT’s productivity trends, particularly improvements in 
passengers per revenue hour, support the expectation of steady year-over-year increases. 
No major legislative changes are anticipated within the projection period that would 
significantly alter the funding structure.

Local Operating Assistance
Local Operating Assistance from Lebanon County is expected to continue increasing by 
5% annually until the required 15% local match is reached, in accordance with Act 44 
funding requirements. Once the 15% threshold is achieved, LT anticipates local support 
will remain stable and aligned with statutory obligations. Continued local investment 
positions LT to leverage federal and state funding effectively and demonstrates regional 
commitment to sustaining public transit.

OPERATING EXPENSE PROJECTIONS

Operating Expenses  
LT anticipates that both Fixed Route and Shared Ride operating expenses will continue to 
increase over the next five (5) fiscal years, but at a manageable and predictable rate. The 
current union contract, effective July 1, 2024 through June 30, 2029, includes a 
significant wage adjustment in Year 1, followed by average annual wage increases of 
approximately 2% for years two (2) through five (5). These scheduled wage adjustments 
represent the single largest contributor to projected operating expense growth.

Other categories of operating expenses, including fuel, vehicle maintenance, insurance, 
benefits, and contracted services, are projected to rise at modest rates consistent with 
inflation and historical spending patterns. LT expects overall operating expense growth to 
remain steady and moderate throughout the projection period, allowing the Authority to 
maintain consistent service levels while managing increases within anticipated revenue 
trends.

Capital Expenses
LT will continue to advance capital maintenance and improvement projects necessary to 
support safe and efficient operations. Over the next five (5) years, planned capital 
expenditures include:

 Replacement of aging buses with new vehicles equipped for Compressed Natural 
Gas (CNG) fueling;
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 Upgrades to safety and security systems, including IT infrastructure 
enhancements;

 Ongoing rehabilitation, renovation, or expansion of facilities to meet operational 
needs.

These projects are expected to be funded through a combination of federal and state 
capital programs, with local match requirements incorporated into long-term planning. 
LT’s capital program is designed to maintain the reliability of the transit fleet, improve 
safety, and support the future capacity needs of the system.

PRODUCTIVITY PROJECTIONS

Over the next five (5) years, LT anticipates stable or improved productivity across key 
performance measures.

Passenger per Vehicle Revenue Hour
Fixed Route Passenger per Hour is projected to improve significantly, increasing from 
7.78 in FY 2024/2025 to 10.87 in FY 2029/2030. Shared Ride Passenger per Hour is 
projected to remain relatively the same at 2.46 over the next five (5) years.

Cost per Vehicle Revenue Hour
Fixed Route Cost per Hour is expected to rise moderately from $157.04 in FY 
2024/2025 to $169.45 in FY 2029/2030.  Shared Ride Cost per Hour is projected to 
decrease slightly, improving from $126.05 to $121.25 over the five-year (5) period.

Revenue per Vehicle Revenue Hour
Fixed Route Revenue per Hour is expected to frow modestly from $14.82 in FY 
2024/2025 to $15.26 in FY 2029/2030. Shared Ride Revenue per Hour is expected to 
remain steady, shifting slightly from $52.07 to $51.84.

Cost Per Passenger
Fixed Route Cost per Passenger is expected to improve from $20.18 in FY 2024/2025 to 
$15.59 in FY 2029/20308. Shared Ride Cost per Passenger is anticipated to decline 
gradually from $51.21 to $49.92.

Farebox Recovery 
Fixed Route Farebox Recovery is expected to remain consistent, moving from 9.44% in 
FY 2024/2025 to 9% in FY 2029/2030. Shared Ride Farebox Recovery is expected to 
improve slightly from 41.31% to 42.75% over the same period.
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The following is a review of our Financial Projections through FY 2029/2030.
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The following is a review of LT’s Ridership and Productivity Projections through FY 
2029/2030.
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CONCLUSION

Lebanon Transit (LT) is confident in its ability to maintain adequate financial capacity to 
provide reliable, efficient, and sustainable public transit service in Lebanon County over 
the next five (5) years and beyond. The financial and productivity projections contained 
in this Plan are grounded in historical trends, current funding structures, and reasonable 
assumptions about future operating and capital conditions. Together, these factors 
provide a realistic foundation for evaluating LT’s long-term financial stability.

While LT anticipates stable federal, state, and local support, the Authority also 
recognizes that unforeseen reductions in operating assistance could occur. In the event of 
significant funding cuts at any level, LT is prepared to respond promptly and 
strategically. LT will work closely with its Board of Directors to evaluate options, adjust 
operations as needed, and ensure that decisions are guided by fiscal responsibility and the 
needs of the citizens of Lebanon County.

Looking ahead, LT’s primary financial goal is to continue maximizing operating 
revenues so they keep pace with projected operating expenses. Through careful financial 
management, continuous performance monitoring, and a commitment to cost-effective 
service delivery, LT will strive to maintain a strong financial posture and ensure the 
continued availability of quality public transportation for the community.

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


