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TRANSIT DIVISION (KING COUNTY METRO) 

BUDGET TABLE

	
	2013-2014
Adopted
	2015-2016
Proposed
	% Change 2013-2014 v. 2015-2016

	Transit Operating
	$1,352,406,965
	$1,358,007,000
	0.4%

	          FTE:
	3,993.53
	3,870.18
	-3.1%

	          TLTs:
	27.0
	25.0
	-7.4%

	Transit Revenue Fleet Replacement
	$262,629,618
	$329,368,000
	25.4%

	Transit Debt Service
	$31,423,734
	$30,811,000
	-1.9%

	Public Transportation Construction – Unrestricted CIP
	$408,342,572
	$388,423,000
	-4.9%

	Estimated Revenues [Oper only]
	$1,364,863,841
	$1,492,254,000
	9.3%

	Estimated Revenue RFRF
	$91,230,731
	$147,890,000
	62.1%

	Estimated Revenue Debt Service
	34,008,634
	$31,626,000
	-7.0%

	Estimated Revenue CIP
	$192,808,579
	$258,348,843
	34.0%

	Total Estimated Revenue
	$1,682,911,785
	$1,930,118,843
	14.7%

	Major Revenue Sources
	Dedicated sales tax and property tax, fares, grants, Sound Transit payments for light rail and Regional Express bus service



King County Metro Transit (Transit) operates about 1,350 buses carrying 119 million trips per year, the largest public vanpool fleet in the U.S. and provides more than 1.2 million Americans with Disabilities Act (ADA) paratransit trips annually. Transit also operates regional express bus service and Link Light Rail service under contract for Sound Transit and streetcar service (South Lake Union and First Hill Lines) for the City of Seattle.

In support of countywide mobility goals the Strategic Plan for Public Transportation (SPPT) provides operational guidance to the Division through development and management of a transit system that emphasizes productivity, ensures social equity and provides geographic value. 

SUMMARY OF PROPOSED BUDGET AND CHANGES

\Compared to the 2013-2014 biennium, the $1.358 billion 2015-2016 biennial operating budget is higher by 0.4 percent, or $5.6 million.  The FTE request is down by (3.1) percent (123.35 FTE).  Changes from the 2013-2014 budget include: 

· The proposed further reduction of bus service hours, a February 2015 reduction of 169,000 bus service hours and a March 2016 reduction of 80,000 bus service hours.  Together with September 2014 service reductions, a total of 400,000 service hours would be reduced.
· Increased sales tax revenue:  Actual 2013-2014 sales tax is estimated at $909.6 million, up from $858.2 million assumed in the 2013-2014 adopted budget, and in 2015-2016 sales tax is projected to be nearly $1.02 billion.  
· Implementation of a low-income transit fare.
· Dozens of new initiatives and other changes. 

If the Seattle Transportation Benefit District Proposition 1 passes in the November general election, and/or if other jurisdictions seek to “buy back” deleted bus service hours, the result would be changes in revenues and some categories of expenditures.
Staff analysis of the proposed budget’s many changes is ongoing.  ; Some specific changes include: 

ADD O&M RESOURCES FOR TRANSIT SIGNAL PRIORITY (TSP) SYSTEM $476,393, 1.0 FTE – this proposal adds staff to optimize the use of 179 signal priority locations along high-ridership corridors including the RapidRide corridors.  Note that Council staff is also reviewing IT capital project requests relevant to the TSP system. 

ADD RESOURCES FOR SECURITY CAMERA O&M $801,008, 3.0 FTE – this proposal adds staff to carry out preventive maintenance of existing cameras and to process requests for images from County and external requesters.

CONTINUE DOWNTOWN SEATTLE TRANSIT TUNNEL BOARDING ASSISTANCE PILOT $463,687, 2.0 FTE – under this proposal, Transit staff would continue to help tunnel passengers pay fares on the platform and board buses using the rear door; by reducing dwell time in the stations, this practice appears to generate savings for the division and Sound Transit. 

ELIMINATE OPERATIONS SERVICE AUDITOR ($228,526), (1.0 FTE) – this position anonymously monitors drivers in service; the budget states that operations chiefs will spend more time observing drivers, reducing the need for a dedicated service auditor.

REDUCE VEHICLE MAINTENANCE PARTS COSTS CONSISTENT WITH LEAN ACTIVITIES ($1,036,591) – this proposal incorporates savings from a Lean continuous improvement exercise in the Vehicle Maintenance Section.  Note also that the APTA Peer Review Final Report recommended an independent review by experienced transit maintenance professionals of overall vehicle maintenance functions.

FUND DEVELOPMENT OF LONG-RANGE PLAN $1,100,000– this proposal would dedicate resources for development of a long-range plan in collaboration with cities and other stakeholders; creation of a long-range plan is mandated by the 2013 update of the Strategic Plan for Public Transportation and is a high priority for King County cities. 

ISSUES

ISSUE 1 – RESERVE FUNDING AND SUSTAINABLE BUS SERVICE LEVELS

The proposed 2015-2016 transit budget is based on the concept of building up reserves, so the agency can manage the next recession without having to make dramatic reductions in transit service.  Because revenue dedicated to reserves is not available to be spent on bus service or other needs in the near term, acceptance of this concept would affect the total amount of bus service to be provided in 2015-2016 and future years.  Accordingly, the proposed budget assumes further cuts of transit service in 2015-2016.  

The Transit Division's finances are guided by the Fund Management Policies for the Public Transportation Fund, which were approved by Ordinance 17225.  These operational financial policies include general guidance, definitions and uses for sub-funds and reserves, and guidance on revenues, expenditures, the use of debt and key performance measures.

The adopted Fund Management Policies include four sub-fund targets and two reserves including:

Operating Sub-Fund Target - commonly referred to as the 30-day operating reserve;

Revenue Fleet Replacement Sub-Fund Target - referred to as RFRF, which shall maintain a balance equivalent to 30 percent of the replacement value of the revenue fleet;

Bond Sub-Fund Balance Target - at a minimum shall be sufficient to pay the following year's net debt service and maintain sinking bond reserve requirements;

Capital Sub-Fund Balance Target - which at a minimum shall be a positive balance;

Transit Capital Project Reserve - which shall be at least $2.5 million or provide the resources necessary to fund capital projects and commitments in the six year capital improvement program; and

Revenue Stabilization Reserve - shall consist of all undesignated fund balances, and shall be used to moderate future fare increases and to mitigate the impact of cost increases and revenue declines.

Specific to the 2015-2016 proposed budget, the Executive proposes to meet target requirements, capital project reserves and build a Revenue Stabilization Reserve (RSR) equivalent to 50 percent of sales tax revenue in a given year.  By the end of the 2019-2020 biennium, the proposed budget’s financial plan shows a balance of $322 million in the RSR and an additional undesignated fund balance of $171 million.  

This level of RSR is not an established target, and formal establishment of this target RSR balance would require an amendment to the Fund Management Policies.  However, no legislation amending the Fund Management Policies was included in the budget transmittal.

The Week 2 staff report will provide a detailed review of the Fund Management Policies and their role in the 2015-2016 proposed budget.  The Week 2 staff report will also provide a review of the Executive’s September 19, 2014 letter summarizing a number of policy approaches that he chose not to include in his budget and the APTA Peer Review Final Report recommendations.

The Week 3 staff report will focus on a detailed review of the Capital Program and the resulting financial implications. 

The review of all these factors is intended to identify the policy tradeoffs of stability versus maintaining service.  Based on Council budget deliberations there will be a variety of impacts in the Transit operating and capital budgets.  Some of the largest budget components that will need to be revised if the Council approves different service levels than assumed in the proposed budget:

· Reduce Metro bus service by 249,000 hours, which reduces $42 million and 132.0 FTE from the transit appropriations

· Change the number of 60-foot and 40-foot bus purchases in current and future proposed biennia.  The 2015-2016 proposed budget contains $368 million in current biennium bus purchases.

ISSUE 2 – DEVELOPMENT OF ALTERNATIVE TRANSPORTATION SERVICES $6,000,000

The proposed budget includes $6,000,000 for the operating costs of new alternative transportation services.  The proposal is expected to fund operations in areas where alternative services have the potential to be more cost-effective than fixed-route service, potentially including areas that have lost bus service.  East King County, Southeast King County, Vashon Island, and Burien are among the potential locations.  Transit staff will work with individual communities to identify a partner agency and the appropriate form of alternative service.

Ordinance 17143, approving the Strategic Plan for Public Transportation 2011-2021 and the King County Metro Service Guidelines, required the development of a five-year implementation plan for alternatives to traditional transit service.  Ordinance 17169, approving the temporary Congestion Reduction Charge, included additional legislative direction about “right-sized” transit service.  The Five-Year Implementation Plan was transmitted to the Council and approved through Motion 13736.  The first alternative services project, the Snoqualmie Valley Shuttle, began service in September 2013.  This service is operated by Snoqualmie Valley Transportation, an affiliate of the Mt. Si Senior Center.  It provides weekday service in both directions between Duvall, Carnation, Fall City, Snoqualmie, and North Bend.

Transit staff discussions with affected communities are expected to focus on three possible service models:

Community Shuttle – A route with fixed and flexible service areas provided through a community partnership, with a Metro-provided 6-15 passenger vehicle and a driver paid through a partnership contract.

Community Hub – A local transportation center where people can find access to community vans, bikes, and information resources.

Flexible Rideshare – A mobile and web-based app that allows people to network to share Metro-provided or private vehicles.

Council staff analysis continues, including determining the “lessons learned” from the Snoqualmie Valley Shuttle service.

Proposed Ordinance 2014-0412, part of the budget transmittal, would amend K.C.C. 28.94.045 to expand eligibility for community transportation program services to the general public.  Transit staff describes the ordinance as necessary to facilitate the alternative services expansion by extending eligibility for some programs to include other people besides seniors and people with disabilities. This ordinance will be discussed later in the Council’s budget review process. 

ISSUE 3 –  FUND IMPLEMENTATION OF LOW-INCOME FARE $6,053,000, 9.0 FTE, 4.0 TLT

The 2015-2016 proposed budget includes funding to implement a Low-Income Fare (LIF) program starting in 2015.  The appropriation request would fund staff, supplies and services, and contracts with third-party verification agencies that will determine applicant eligibility for the program, register eligible applicants, collect data, and generate reports for Metro.

In February 2014, the Council approved Ordinance 17757, which amended the transit fare section of the King County Code to include a low-income adult transit fare for people with incomes at 200 percent or less of the Federal Poverty Level. The LIF is $1.50 and available only on ORCA fare cards.  The fare is slated take effect on March 1, 2015, subject to Council approval of a motion adopting a Low-Income Fare Program Implementation Plan which is currently in the Budget and Fiscal Management Committee with expected action in November Additionally, Ordinance 17855, a supplemental appropriations ordinance approved in July 2014, authorized $770,000 in operations funding for LIF implementation and 5.5 FTE for work on the LIF program.  Existing capital funds were repurposed for LIF needs including the system that third party verification agencies will use to process applications. 

The budget proposal is an estimate developed using two assumptions:

(1) It assumes $900,000 for contracts with third-party verification agencies.  October 7, 2014 is the due date for responses to a Request for Proposals (RFP) to third-party agencies.   The responses to the RFP will provide an indication of whether this amount is sufficient.  Transit expects that Public Health - Seattle & King County will be one of the partner agencies; Council staff is working to clarify how LIF work will affect the Public Health budget.
(2) Costs assume that 75,000 eligible individuals will apply for LIF cards.  Only the actual implement will provide a definitive answer on the number of applicants.

The other impact of the Low-Income Fare is a change in revenue. The estimated net revenue impact is a loss of $3,966,047 in 2015 and $4,774,203 in 2016 (from the Fiscal Note to Ordinance 17855).

The proposed 2015-2016 budget request for the LIF of 9.0 FTE includes the 5.5 FTE approved in 2014.  The total FTE adds include: 1 project manager, 1 senior accounting representative, 1 fiscal specialist, and 6 pass sales representatives; the TLT request includes 3 pass sales representatives to assist with the large initial volume of applicants.  Other 2015-2016 budget expenses include supplies such as ORCA cardstock, printing and other services; and lease of space in King Street Center.
  
Table 1.  LIF Costs, 2014-2016
	
	2014
	2015
	2016
	2015-2016

	Staff costs
	$474,832
	$1,179,791
	$1,217,118
	$2,396,909

	Contracts
	0
	$900,000
	$900,000
	$1,800,000

	Contracts
	$294,994
	$927,922
	$928,472
	$1,856,394

	Total
	$769,826
	$3,007,713
	$3,045,490
	$6,053,303



LIF implementation requires Council approval of Proposed Motion 2014-0226, which accepts the Low-Income Fare Program Implementation Plan. In July, the BFM Committee reviewed the motion and the initial Program Implementation Plan that was transmitted in June. During Council’s review of the June plan, it was acknowledged by Executive staff to be an initial version of the Implementation Plan and that an updated implementation plan would be transmitted to Council after Metro concluded the Request for Proposal Process for third party agencies in early October. Thus, the Committee deferred action on the Proposed Motion until a revised implementation plan is transmitted to the Council. Committee will have an opportunity to consider the proposed motion and updated implementation Plan later in the budget process. 

ISSUE 4 –  ALASKAN WAY VIADUCT MITIGATION

The impacts of Alaskan Way Viaduct construction have created additional demand for bus service in affected areas, chiefly West Seattle, and have increased travel time on some routes.  The State has funded about 45,000 hours of bus service as mitigation for these construction impacts, including additional trips and “schedule adjustment” hours added to existing trips.  The proposed budget includes partial year 2015 funding of $3,791,686 that the State has committed to provide, ending in June, and includes County funding of another $1,895,843 for service through September, which is the month of the next schedule "shake-up" or change.

Viaduct-related construction impacts will continue beyond September 2015.  If the State does not extend mitigation funding, Transit would have to assess whether to take hours out of the system.  A September 2015 service change could include reductions similar to those proposed for June 2014; these were not enacted because the State provided an extension of mitigation funding.

About 35 buses are used to provide mitigation service.  As is the case with other changes in the level of transit service provided, a change in the Viaduct mitigation funding amount could affect the investment in replacement buses.



ISSUE 5 – ELIMINATE PRINTED TIMETABLES ($208,993), (2.0 FTE)

The budget proposes to eliminate printed timetables by mid-2016, at which time 2.0 Marketing and Service Information FTE would be eliminated.  Transit staff states that overall demand for printed timetables has declined, but acknowledges that the proposal has significant equity and social justice impacts.  Seniors and lower-income riders are less likely to have personal electronic devices to access on-line schedule information and print their own copies of schedules.  Current experience is that all printed schedules are used up on routes with significant lower-income ridership.  The paper timetables also demonstrate Metro’s compliance with Federal Transit Administration requirements to provide Spanish language information.  The proposal states that mitigation options will be studied in 2015.  Staff analysis continues on this issue. 

ISSUE 6 – CAPITAL PROGRAM ANALYSIS

Scrutiny of the Capital Improvement Program is an integral part of the overall budget and financial plan analysis.  In addition to fleet acquisition issues (ensuring that bus replacement purchases are adequate for projected service levels), the CIP review will include other projects.  Key areas will include:

A. Atlantic-Center Base Complex Projects – A Master Plan for the complex was submitted to the Council in 2013 and receipt acknowledged by Motion 13961.  Briefly, the Plan concluded that space in the complex should be reserved for operations and maintenance of the trolleybus and bus fleets assigned to the complex, and a new transit police building should therefore not be constructed within the complex.  Capital projects in 2015-2016 include demolition of structures at the end of their useful lives and lease of a temporary police facility.  Construction of new warehouse and a new police building will be proposed for 2017-2018 funding or later.
B. State of Good Repair and Transit Asset Maintenance Project – The current federal surface transportation authorization act, MAP-21, includes new “State of Good Repair” (SGR) requirements for transportation agencies including transit agencies.  Staff is working to understand how the Transit Division will comply with the new requirements.  Understanding the role of the Transit Asset Maintenance Project (TAMP) in SGR compliance is a priority given TAMP’s size and its many subprojects.
C. Projects in Support of Operations – The CIP includes significant investments in projects that support operations, including passenger facilities, speed and reliability projects, safety, shelter, and other projects.  The Downtown Southend Pathway Project is proposed to provide an alternative route for buses that now use the Viaduct but will not be able to serve downtown via the tunnel.
D. Transit Oriented Development Projects (TOD) – The Northgate TOD Project is a collaboration with Sound Transit and the City of Seattle to build a light rail station, adjacent bus facilities, a TOD including affordable housing, and non-motorized facilities.  The project has been substantially rescoped with resulting cost and schedule changes.  The Executive has been working with the Washington State Convention Center (WSCC) on a potential redevelopment of the Convention Place Station as part of WSCC expansion plans.  One concept is that a long-term lease agreement could generate funds for the Transit Division.  The appropriation request is for preliminary and final design work, some of which is assumed to be reimbursed by the WSCC.

Information Technology projects in the Transit CIP will be addressed as part of the KCIT budget review.
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