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SR 520 Legislative Workgroup

Working Session #2

University of Washington Waterfront Activities Center
Thursday, November 5, 2009
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Agenda
� Welcome and introductions

� Finance follow-up

� Funding options

� Current options review

� University of Washington Update

� Cost overview

� Independent expert review panel update

� Preliminary observations and discussion

� Follow-up and next steps
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Welcome and introductions
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Finance follow-up

� Tolling policies and current practices related to I-90.

� Arboretum ramp tolling.

� Transportation Benefit Districts.
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Federal and State Requirements 
for Tolling I-90
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Background – Tolling on Federal Interstate Routes

• Historically, federal law prohibited toll collection on 
Interstate highways. 
– Exceptions were allowed for facilities that had tolls before they 

were added to the interstate system.

• FHWA must also approve tolls on federally-funded 
state highways.

• More recent federal transportation authorization has 
established six programs which provide for tolls on 
interstate routes under specific circumstances.

• The SR 520 Tolling Implementation Committee asked 
WSDOT to clarify the circumstances under which 
FHWA could authorize tolling on I-90.  
– WSDOT submitted an “expression of interest” to FHWA and 

received a response in January, 2009.
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FHWA Response

• FHWA recommended using the Value Pricing pilot 
program (VPPP) for full-facility tolling, or HOV Program 
for HOT lane tolling.  

• Both allow “excess revenues” (those not used for an I-90 
project) to be spent on any federally-eligible project.

• Both allow toll funding for transit capital expenses; VPPP 
also allows for transit operating expenses if defined as 
an integral element of the project.

• In conference call, FHWA staff noted that the VPPP 
program may not be included in the next reauthorization, 
so this method of tolling I-90 could expire.  
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Federal Programs that Provide for Tolling on 
Interstates

For bridge replacement or 
reconstruction only on I-90

Cannot fund projects on 
different route

Cannot fund projects on 
different route

Only new capacity can be 
tolled

For tolling HOT lanes only

Must include variable tolls
Complete within 18 months

Relevant Restrictions

Bridges and tunnels
“Section 129 
Agreements”

3 new capacity 
highway projects

Interstate Construction 
Toll Pilot

3 projects nationally 
on Interstate system

Interstate Rehab & 
Reconstruction

For adding new 
express lane capacity

Express Lanes 
Demonstration Program

New or converted 
HOT lanes

HOV Facilities

Near-term tolling 
projects

Value Pricing Pilot 
Program

ApplicabilityProgram
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State Requirements for Toll Authorization

• Framework established in ESSHB 1773 (2008)

– Sets goals to raise revenue and encourage effective use of 
the transportation system

– Legislature must designate corridors where tolling is 
authorized and adopt budget and finance plan

– Tolls must be expended within the tolled facility (but defined 
to include “transportation corridors”)

– Transportation Commission establishes toll rates

• SR 520 early tolling authorized in E2SHB 2211

• Additional toll legislation would be required to 
authorize tolls on I-90
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Steps to Authorize Tolls on I-90

1. Apply for Federal tolling authorization

• Choose which program to apply under with FHWA
• Choose what I-90 project tolls are to primarily 

fund.  (“Excess revenues” not needed for that 
project can be spent on SR 520 project)

• Submit application for toll authority. Alternatively, 
request to include I-90 in the existing Lake 
Washington Urban Partnership agreement.

• 2.Pass state tolling authorization legislation

• Authorize tolls on I-90
• Adopt finance plan for tolled I-90 project
• Define I-90 and SR 520 as a corridor
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SR 520 Toll Implementation Committee 
Findings on Segment Tolls

• The Toll Implementation Committee recommended not 
to pursue “segment tolling” on SR 520. 
– Local jurisdictions opposed, concerned that segment tolling 

would divert traffic to local streets.  
– The recommendation was to collect tolls at a single point only.

• No recommendation on segment tolls was made 
for I-90.

•
• Two scenarios were modeled for I-90 tolling:

– An initial scenario would set two toll points (on both the East 
Channel and floating bridges, each set at half the full rate).

– Some Mercer Island residents objected to tolls on both the 
East Channel and floating bridges, with no free access off the 
island.

– All subsequent analysis assumed tolls will only occur on the 
bridge between Mercer Island and Seattle. Travel between 
Mercer Island and Bellevue would not tolled.
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Federal Limitations on Use of Toll Revenues

• Eligible use of revenue differs by program
– All allow use for debt service, operations and maintenance

– Some allow funds to be spent on other eligible transportation 
projects, others do not

– Some are restricted to specific project types, others are more 
flexible and allow spending on multiple modes

• No federal program allows toll revenues to be spent for 
non-transportation purposes
– Funding for community enhancements possible only if 

incorporated into a transportation project as required 
mitigations.
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� King County wide:

� Simplifies paperwork and accounting.

� Dollars raised go to each jurisdiction.

� 60 percent of cities/75 percent of population 
required to establish the $20 vehicle license fee.

� Overall revenues contributed to SR 520 must be 
agreed to by cities in the corridor .  



� Interlocal agreement between all cities.

� All cities must use the same revenue source.

� Could be separated into segments.

� Could be done by each city.
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� Cities include:  Seattle, Bellevue, Redmond, Kirkland, 
Medina, Hunts Point, Yarrow Point, and Clyde Hill

� Potential Revenue Range (Source:  DOL and 

DOR)

� License Fee ($20 to $100) $12.6M to 
$63.2M

� Property Tax ($0.05 to $0.13/$1000)    $ 8.1M to $22.7M 

� Sales Tax (0.2% Sales) Highly Variable

� Assume 1:12 bond ratio $97.2M to $758.4M
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� Discuss the possible funding participation with 
all cities.

� Identify most likely funding sources.

� Timing

� $20 vehicle license fee – Six months

� Higher vehicle license fee or other sources –
Public Vote 12 to 18 months
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Funding options

� Question and answer follow-up.

� Committed funds/financing overview.

� Future funding scenarios.



Representative Program Cash Flow — Before Sales Tax Deferral
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State & Local Sales Tax = $296 M

Representative Program Cost Excluding Sales Tax = $4.35 B

Total = $4,650 M

• Program cost totals $4.65 billion

• $296 million is state and local sales and use taxes 



Representative Program Cash Flow — After Sales Tax Deferral

• Deferral of sales tax lowers the program cost, requiring construction period 
funding of $4.35 billion

• Sales tax is paid directly out of toll revenues over fiscal years 2022 – 2031

– Acts like a zero interest loan repaid in 10 equal installments

• The same principle applies to the Floating Bridge and Landings

– $1.99 billion of the $2.11 billion cost occurs during the construction period
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Deferred Payment of State & Local Sales Tax = $296 M

Representative Program Cost Excluding Sales Tax = $4.35 B

Total = $4,650 M

Construction 

Period Cost 

Excluding Salest 

Tax = $4,354 M

Sales Tax of 

$296 M Paid over 10 

Years from Toll 

Revenues



Representative Cash Flow for the SR 520 Bridge Replacement and HOV Program — Before and After Sales Tax Deferral
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State & Local Sales Tax = $296 M

Representative Program Cost Excluding Sales Tax = $4.35 B

Total = $4,650 M
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Deferred Payment of State & Local Sales Tax = $296 M

Representative Program Cost Excluding Sales Tax = $4.35 B

Total = $4,650 M

Construction 

Period Cost 

Excluding Salest 

Tax = $4,354 M

Sales Tax of 

$296 M Paid over 10 

Years from Toll 

Revenues



Federal “Risk Pool” Funding for the Floating Bridge and Landings

• $1.07 billion of future Federal Bridge and STP funding (the “Risk Pool”) was 
committed to SR 520

• The majority of these funds are not available until after construction is 
completed

• Financing is required to advance these funds into the construction period
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Risk Pool Federal Funds before Financing = $1.07 B

Total = $1,072 M



Financing Advances Federal Funds into the Construction Period

• Borrowing against the future federal funding moves these funds into the 
construction period where needed

• After financing costs, $776 million is available for construction expenditures

– $658 million as bond proceeds from financing

– $118 million as federal funding expended directly for construction
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Bond Proceeds from Risk Pool Federal Funding = $658 M

Pay-As-You-Go from Risk Pool Federal Funding = $118 M

Amount Available for 

Construction = $776 M



Construction Funding + Financing Costs = $1.07 Billion

• Interest and other financing costs amount to $291 million, paid out through 
FY 2023

• The sum of amounts spent on construction and financing costs equal the 
original $1.07 billion “Risk Pool” amount

• Dollars advanced into construction with financing are more valuable

– Waiting for the federal dollars would incur inflation in the project costs

– Waiting also delays the mobility benefits of the project to its users
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Interest & Issuance Costs on Federal Funding Bonds = $291 M

Bond Proceeds from Risk Pool Federal Funding = $658 M

Pay-As-You-Go from Risk Pool Federal Funding = $118 M

Total = $1,072 M

 – Triple Pledge "GO" Bonds

 – 6% interest rate

 – 1.0x debt service coverage

 – Bond proceeds in FY 2013-16

 – Repayment thru FY 2023

 – Bond proceeds of $658 M included in 

    the SR 520 Account

 – Pay-as-you-go funding of $118 M 

    was pooled with the existing $108 M

    of Federal Bridge Program funds 

    outside of the SR 520 Account



Financing of the "Risk Pool" Federal Funding for the SR 520 Floating Bridge and Landings
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Risk Pool Federal Funds before Financing = $1.07 B

Total = $1,072 M
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Bond Proceeds from Risk Pool Federal Funding = $658 M

Pay-As-You-Go from Risk Pool Federal Funding = $118 M
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Interest & Issuance Costs on Federal Funding Bonds = $291 M

Bond Proceeds from Risk Pool Federal Funding = $658 M

Pay-As-You-Go from Risk Pool Federal Funding = $118 M

Total = $1,072 M

 – Triple Pledge "GO" Bonds

 – 6% interest rate

 – 1.0x debt service coverage

 – Bond proceeds in FY 2013-16

 – Repayment thru FY 2023

 – Bond proceeds of $658 M included in 

    the SR 520 Account

 – Pay-as-you-go funding of $118 M 

    was pooled with the existing $108 M

    of Federal Bridge Program funds 

    outside of the SR 520 Account

Amount Available for 

Construction = $776 M



SR 520 “Medium” (Scenario 7 from 2008 Tolling Implementation 
Committee) Net Toll Revenues

• Net toll revenues through FY 2046 sum to nearly $3.5 billion before financing

• Of this amount, $1.35 billion is committed to the Floating Bridge and Landings

– Includes all of the pre-completion net revenue from tolling the existing bridge
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Uncommitted Net Toll Revenues (Scenario 7) for Additional Construction Financing = $2.14 B

Committed Net Toll Revenues (Scenario 7) for Floating Bridge & Landings = $1.35 B



Financing Advances Committed Toll Revenues into the 
Construction Period

• The Floating Bridge and Landings financial plan entails $663 million from tolls

– $328 million in bond proceeds from committed net toll revenues through FY 2046

– $223 million of committed net toll revenues expended directly for construction

– $112 million of committed net toll revenues pay deferred sales tax

• $179 million of committed net toll revenues set aside as debt service coverage

– Coverage is used to pay facility renovation and rehabilitation costs over time
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Uncommitted Net Toll Revenues (Scenario 7) for Additional Construction Financing = $2.14 B

Net Toll Revenue Set Aside as Debt Service Coverage = $179 M*

Deferred Sales Tax Payment = $112 M

Net Toll Revenue Bond Proceeds Used for Construction = $328 M

Net Toll Revenues Used Directly for Construction (Pay-As-You-Go) = $223 M

$663 M



Construction Funding + Other Financing Uses = $1.07 Billion

• Interest and issuance costs amount to $507 million paid out through FY 2042

– 30 year debt at 6% interest rate

• The sum of amounts for construction, sales tax, financing costs and debt 
service coverage equals the original $1.38 billion committed net toll revenues

• Uncommitted net toll revenues could fund an additional $400 to 500 million of 
construction, depending on the timing

-

20

40

60

80

100

120

140

160

180

200

FY
 2

01
1

FY 2
012

FY 2
013

FY 2
01

4
FY

 2
01

5
FY

 2
01

6
FY 2

017
FY 2

018
FY

 2
01

9
FY

 2
02

0
FY

 2
02

1
FY

 2
02

2
FY 2

023
FY

 2
02

4
FY

 2
02

5
FY

 2
02

6
FY

 2
027

FY 2
028

FY 2
029

FY
 2

03
0

FY
 2

03
1

FY 2
032

FY 2
033

FY 2
034

FY
 2

03
5

FY
 2

03
6

FY 2
037

FY 2
038

FY 2
039

FY 2
04

0
FY

 2
04

1
FY 2

042
FY 2

043
FY 2

04
4

FY
 2

04
5

FY
 2

04
6

M
il
li
o

n
s

 o
f 

D
o

ll
a

rs

Net Toll Revenues (Scenario 7) Available for Additional Construction Financing = $2.14 B

Interest & Issuance Costs on Toll Revenue Bonds = $507 M
Net Toll Revenue Set Aside as Debt Service Coverage = $179 M*

Deferred Sales Tax Payment = $112 M
Net Toll Revenue Bond Proceeds Used for Construction = $328 M

Net Toll Revenues Used Directly for Construction (Pay-As-You-Go) = $223 M

$1.35 B

– Triple Pledge "GO" Bonds

– 6% interest rate

– 1.25x debt service coverage

– 30 year maximum maturity

– Bond proceeds in FY 2011-13

– Repayment thru FY 2042



Financing of "Scenario 7" Toll Revenues for the SR 520 Floating Bridge and Landings

* Debt service coverage would be eventually available for other uses, including periodic rehabilitation and renovation expenses.
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Uncommitted Net Toll Revenues (Scenario 7) for Additional Construction Financing = $2.14 B

Committed Net Toll Revenues (Scenario 7) for Floating Bridge & Landings = $1.35 B
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Uncommitted Net Toll Revenues (Scenario 7) for Additional Construction Financing = $2.14 B

Net Toll Revenue Set Aside as Debt Service Coverage = $179 M*

Deferred Sales Tax Payment = $112 M

Net Toll Revenue Bond Proceeds Used for Construction = $328 M

Net Toll Revenues Used Directly for Construction (Pay-As-You-Go) = $223 M

$663 M
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Net Toll Revenues (Scenario 7) Available for Additional Construction Financing = $2.14 B

Interest & Issuance Costs on Toll Revenue Bonds = $507 M
Net Toll Revenue Set Aside as Debt Service Coverage = $179 M*

Deferred Sales Tax Payment = $112 M
Net Toll Revenue Bond Proceeds Used for Construction = $328 M

Net Toll Revenues Used Directly for Construction (Pay-As-You-Go) = $223 M

$1.35 B

– Triple Pledge "GO" Bonds

– 6% interest rate

– 1.25x debt service coverage

– 30 year maximum maturity

– Bond proceeds in FY 2011-13

– Repayment thru FY 2042



Floating Bridge and Landings —
Overall Implementation Costs Including Financing

USES OF FUNDS FISCAL YEARS AMOUNT

Project Construction Excluding Sales Tax Thru FY 2017 $1,994 M

Paid from Toll Bond Proceeds $328 M

Paid from Federal Bond Proceeds (Risk Pool) $658 M

Paid from All Other Funding Sources $1,008 M

Sales Tax on Project (Deferred Payment)¹ FY 2022-2031 $112 M

Subtotal Project Construction $2,106 M

Financing Costs (Interest)² FY 2010-2046 $798 M

Interest Paid on the Toll Revenue Bonds $507 M

Interest Paid on the Federal Bond $291 M

Total Cost of Project Implementation $2,904 M

Net Toll Revenue Set Aside as Debt Service Coverage³ FY 2018-2046 $179 M

¹ Paid from toll revenues

² Includes capitalized interest, interest payments, issuance costs and underwriting fees

³ Debt service coverage of 1.25x; coverage may be put to other SR 520 uses, e.g., renovation and rebabilitation expenses



Funding Committed to the Floating Bridge and Landings

State Funds already expended Previously established contribution.

State

Nickel funding already expended.  

TPA funding partially expended; no 
action required for remaining 

commitment.

Amounts established in 2003 and 2005, remaining funding provided as given 
in the 2009/11 Transportation Budget.

State & 

Federal

None required for current 

commitment

• Bond proceeds portion of the "Risk Pool" Federal funding

• Financing Assumptions:

  - Triple pledge "GO" bonds; Coverage = 1.0x
  - 6.0% interest rate

  - Bond proceeds in FY 2013-16; Interest paid thru FY 2023

Federal
None required for current 

commitment

• Includes $108 M in Federal Bridge Program funding provided by the 

Legislature in 2007.  

• Includes $118 M from the "Risk Pool" funding not pledged to bond 
repayment.

Federal Funds already expended Previously established contribution.

Scenario 7 Pay-As-You-Go Tolls

Scenario 7 Toll Bond Proceeds
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N/A N/A N/A
No regional or local funding sources have been 

committed to the SR 520 Program.
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$3 M 

$551 M 

$658 M 

$226 M 

$10 M 

$551 M 

N/A

Total $1,999 M 

• Combination of toll revenues (pay-as-you-go) and toll bond proceeds
• Variable Toll Schedule, Single Point Tolling, HOV 3+/Transit Exempt

• PM Peak Period Tolls (2007 $s):

     - Pre-completion = $3.25; Post-completion = $3.80

• Financing Assumptions:

     - 30 year triple pledge "GO" bonds; Coverage = 1.25x
     - 6.0% interest rate (6.5% on zero coupon bonds)

     - Bond proceeds in FY 2011-13; Interest paid thru FY 2042

Established with ESHB 2211; none 

required for current commitment 

used for Floating Bridge and 

Landings
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SR 520

Account:
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State

Federal: 

Other Future Funding

State: 

Motor Vehicle Account

State: 

Nickel & TPA Packages

Federal: 

Bridge & STP Program Funding Bond Proceeds 

(SR 520 Account)

Federal: 

Bridge Program & Risk Pool Remainder



Potential New Funding Sources
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��" # $���

State: NEW State New legislation JTC study looking at options, report due December 2009 N/A

Federal: TIGER Grant Federal USDOT selection for funding
Grant proposal for $300 million submitted in September 2009.  Matching 

funds will be required.
$0 M �� $300 M 

Federal: NEW Federal

New federal authorization bill and 

potentially annual appropriation(s) 

legislation

Viaduct rec'd earmarks totaling $220 million.  Average earmark in last 

authorization was $3.7million.  Reauthorization like in 2010 or 2011.  Assume 

high is similar earmark goal as Viaduct 
$5 M �� $220 M 

State

Amend ESHB 2211, section 2, to 

allow funds for use the Eastside 

and West Side projects

Unused toll funding from Scenario 7 beyond what has been allocated in the 

SR 520 Account; same tolling and financing assumption apply as committed 

Scenario 7 toll funding.
$400 M �� $500 M 

Higher SR 520 Tolls INCREMENT State

Commission to set toll rates; 

Legislature to appropriate 

expenditure authority

• PM Peak Period Tolls (2007 $s):
     - Pre-completion = $3.80; Post-completion = $5.35

• Variable toll schedule; single point tolling at bridge mid-span

• HOV 3+ / transit exemption maintained

$0 M �� $220 M 

SR 520 Segment Tolling INCREMENT State

Commission to set toll rates; 

Legislature to appropriate 
expenditure authority

• Short trips on either side of bridge tolled during post-completion
• PM Peak Segment Toll (2007 $s) = $0.80

$0 M �� $75 M 

I-90 Express Toll Lanes INCREMENT
State / 

Federal

New legislation and federal 

approval

• Tolling begins FY 2011 on SR 520; FY 2017 for HOT lanes on I-90

• 2 HOT/Express Toll Lanes with dynamic pricing & 2 GP lanes each way
• 1 HOT between I-405 & Issaquah

• Max I-90 toll (2007 $) = $0.95 per mile

• Some toll funding needed for I-90 lane improvements & toll equipment

$0 M �� $250 M 

I-90 Bridge Tolling INCREMENT
State / 

Federal

New legislation and federal 

approval

• Post-completion tolling only on I-90

• I-90 PM Peak Period Toll (2007 $s):

     - Post-completion (FY 2017-46): $3.25
• Variable Toll Schedule; HOV/Transit Exempt; tolling west of Mercer Island

$0 M �� $1,570 M 

TBD Vehicle License Fee: NEW
Cities /

King County

Up to $20 annual fee jurisdiction-
wide does NOT require voter 

approval; $21-$100 fee requires 

voter approval (jurisdiction-wide or 

subset)

• Cities: Seattle, Bellevue, Redmond, Kirkland, Medina, Clyde Hill, Hunts 
Point and Yarrow Point 

• $20 VLF = $12.6 M per year

• $100 VLF = $63.2 per year

• 1:12 Bonding Ratio

$150 M �� $750 M 

TBD Sales & Use Tax: NEW
Cities /
King County

Up to 0.2% sales and use tax 
(currently limited to 10 years); 

requires voter approval

• Cities:  Seattle, Bellevue, Redmond, Kirkland, Medina, Clyde Hill, Hunts 

Point and Yarrow Point 
• Sound Transit's sales tax revenue forecast thru 2040 is down 5.3% for 2009

• The recession & projections for recovery = uncertain forecasts

N/A

TBD Property Tax: NEW
Cities /

King County

Property tax as excess levy for 

capital, or a 1 year excess 
levy;requires voter approval

• Cities:  Seattle, Bellevue, Redmond, Kirkland, Medina, Clyde Hill, Hunts 

Point and Yarrow Point 

• $0.05 / $1000 = $8.1M
• $0.13 / $1000 = $22.7 M

• 1:12 Bonding Ratio

$100 M �� $270 M 

TBD Comm & Industrial Impact Fee: NEW
Cities /
King County

Impact fee jurisdiction-wide; voter 
approval NOT required

This revenue source has not yet been used for a TBD.  Calculation would be 
based on future development; not a very predictable revenue source.

N/A

Motor Vehicle Excise Tax (MVET): NEW King County

Voter approval to form a King Count 

Regional Transportation Investment 

District (RTID)

• 0.1% annual tax based value of registered vehicles in King County

• Assumed to start in FY 2012

• 1:12 Bonding Ratio
$155 M �� $185 M 

NOTE:  SOURCES OF FUNDS ARE NOT NECESSARILY ADDITIVE; FUNDING RANGES BASED ON REVENUE POTENTIAL, NOT FINANCING ASSUMPTIONS
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Scenario 7 Tolls: Uncommitted Toll Funding 

Potential INCREMENT
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Current options review



33

Option A: Base
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Option A: Sub-options
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Option K: Base
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Option K: Sub-options


