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STAFF REPORT

SUBJECT:  
Proposed Ordinance 2011-0288 would impose a two-year, twenty dollar congestion reduction charge on vehicle license renewals in King County.
BACKGROUND:

In recent years the King County Transit Division has faced significant revenue shortfalls.  During 2008, the County grappled with a  projected $90 million shortfall for the 2009 Transit Division budget.  To address this shortfall, the County Council started the Transit division on a multi-year approach to address its structural financial gap.  This work involved curtailing spending, eliminating positions, increasing fares and investing in a broad and deep performance audit of the division.  

However, the division again faced an additional $200 million shortfall for the 2010-2011 biennial budget.  For this budget period the multi-year approach broadened to include:
· Changing how transit schedules and delivers its services

· Utilizing excess reserves

· Deferring planned transit investments

· Reducing non-essential services

· Again, raising fares 

· Reducing staff

· Implementing minimally impacting bus trip reductions; 

· Asking its employees to help address the financial challenges; and 

· Engaging a regional stakeholder advisory group to provide recommendations on the policy framework for the King County Transit System.
The result has been approximately $400 million of savings, including $143 million of on-going annual savings.  Even with these actions, the Transit Division now faces an estimated $60 million annual deficit going into the 2012-2013 biennium.
Strategic Plan for Public Transportation 2011-2021

As a result of the regional stakeholder advisory group, known as the Regional Transit Task Force (RTTF), the Executive transmitted Proposed Ordinance 2011-0114 adopting a new Transit Division strategic plan and service guidelines.  These documents are directly reflective of the RTTF recommendation to move from a geography-based distribution of new services to a policy driven frame work that requires the transit system to be developed and managed through a system based in productivity balanced with social equity and geographic value.  On June 15, 2011, the Regional Transit Committee gave a unanimous "do pass" recommendation to this legislation.  It is anticipated that the Council will act on this legislation by July 11, 2011, and that this new framework will then be ready guide the County's implementation and management of the Metro Transit System.
ESSB 5457

During the 2011 Washington State Legislative Session, Engrossed Substitute Senate (ESSB) Bill 5457 was passed.  This bill becomes effective on July 22, 2011, and will then be ready for action.  This bill provides a new local option for temporary transit funding of a $20 Congestion  Reduction Charge on each vehicle license renewal in King County.  The charge can only be instituted for a period of two years. Over the course of those two years would generate approximately $50 million exclusively for King County transit service that was delivered consistent with the recommendations of the RTTF. Prior to assessing the charge, King County must adopt a Congestion Reduction Plan.  
This charge could be imposed by a supermajority of the Council, or sent to a vote of the people of King County by a simple majority vote. 
Legislative Package

On June 20, 2011, the Executive transmitted a package of legislation related to the on-going transit financial deficit.  This package includes:
Proposed Ordinance 2011-0287 - Adopting a Congestion Reduction Plan and implementing the Strategic Plan for Public Transportation 2011-2021.  This legislation is being heard in the Council's Transportation, Economy and Environment Committee.
Proposed Ordinance 2011-0288 – Imposing a two-year, twenty dollar congestion reduction charge.  This legislation is being heard in the Council's Budget and Fiscal Management Committee. The Executive has chosen to transmit an ordinance that would impose the charge and would require six votes of the County Council. If members are interested in submitting the charge to the voters, an amendment would be necessary. 
Proposed Ordinance 2011-0289 – Adopting February 2012 transit service reductions of 100,000 hours and directing the Executive to indentify a phasing plan for another 500,000 hours of transit service reductions in the 2012-2013 biennium to address a $60 million annual Transit Division deficit should the temporary Congestion Reduction Charge not be imposed.

ANALYSIS:

Proposed Ordinance 2011-0288 is consistent with ESSB 5457 provided that both Proposed Ordinance 2011-0114, adopting the Strategic Plan for Public Transportation 2011-2021 and King County Metro Service Guidelines are adopted in a form consistent with RTTF recommendations (as currently proposed), and Proposed Ordinance 2011-0287, adopting a Congestion Reduction Plan, are adopted prior to Council action on Proposed Ordinance 2011-0288.
If imposed, by either the Council or voters, the Congestion Reduction Charge, in combination with the use excess reserves and other one-time measures would provide for stable transit revenue conditions for the Executive's 2012-2013 Proposed Budget.  

The imposition of this charge does not mean that transit services will not change.  In fact, implementation of the strategic plan (Proposed Ordinance 2011-0114) will require changes to the existing transit system to increase productivity and reallocate service hours to address service quality challenges and underserved corridors.  However, without the revenue associated with the charge, service hours will only be eliminated and not reallocated.  The division has identified a service reduction of 600,000 hours if no additional revenue is available.  The first 100,000 hours are identified in Proposed Ordinance 2011-0289, effective with the February 2012 service change.  The 2012-2013 budget is expected to include a phasing plan for the remaining 500,000 hours, which would be reduced through the other service changes in 2012 and 2013.  Imposition of the Congestion Reduction Charge would allow some or all of the 100,000 service hours to be reallocated; the reduction of 500,000 additional hours could be deferred in the 2012-2013 biennium. 
Furthermore, the Congestion Reduction Charge is only a two-year funding source.  So if imposed for 2012 and 2013, an estimated $60 million annual deficit will still exist beginning in 2014. Councilmembers should also be aware that with adoption of Motion 13431 earlier in 2011, the County has finalized the schedule for switching to biennial budgeting. This change will require the Department of Transportation, including Transit, to complete a full two-year budget in consecutive years. This means that Councilmembers will begin seeing the 2014 deficit as soon as next year when the Executive submits a 2013-2014 biennial budget for Transit. 
ATTACHMENTS:
1. Proposed Ordinance 2011-0288, with attachments
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3. Fiscal Notes
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