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Metropolitan King County Council
Transportation, Economy & Environment Committee

REVISED STAFF REPORT

	Agenda Item:
	
	Name:
	Mary Bourguignon

	Proposed No.:
	2022-0177
	Date:
	June 21, 2022



	
Proposed Substitute Motion 2021-0177.2, which would accept the Metro Connects Implementation Report, passed out of the Transportation Economy & Environment Committee on June 21, 2022, with a “Do Pass” recommendation. The report (Attachment A to the motion) was amended to correct footnotes and nomenclature. 




SUBJECT

Proposed Motion 2022-0177 would accept the Metro Connects Implementation Report. 

SUMMARY

Ordinance 19367, which adopted updates to Metro’s policy documents, included a requirement that Metro prepare a Metro Connects Implementation Report, to be transmitted by May 5, 2022, for acceptance by motion. As required, the transmitted report provides information on:

· Funding needed: The adopted Metro Connects estimated total costs as:
· Interim Network: $11.5 billion for capital, $1.092 billion/year for service 
· 2050 Network: $28.3 billion capital, $1.466 billion/year for service

· Funding gap: The adopted Metro Connects estimated the funding shortfall as:
· Interim Network Gap: $7.1 billion for capital, $423 million/year for service
· 2050 Network Gap: $18 billion for capital, $724 million/year for service

Since 2021, projections for sales tax and state federal funding have increased by approximately $10.4 billion through 2050, which will help shrink the funding gap.

· Funding sources: The report summarizes funding sources currently available to the King County Transportation District (KCTD), Metro Transit, and King County, as well as potential sources not yet authorized. One change is that action by the State Legislature earlier this year gave the KCTD a councilmanic option for a 0.1 percent sales tax increase, though the report notes that sales tax is regressive.

· Engagement: The report summarizes Metro’s current and planned engagement efforts around transit planning and funding.

Proposed Motion 2022-0177 would accept the Metro Connects Implementation Report. It is a non-mandatory dual referral to the Regional Transit Committee (RTC) and the Transportation, Economy & Environment (TrEE) Committee. Amendment 1 would make technical corrections to fix formatting and nomenclature. As transmitted, the report complies with the requirements of Ordinance 19367. 

BACKGROUND

Metro Connects long-range plan. Metro Connects[footnoteRef:1] is Metro’s adopted vision for the future. It outlines an expanded service network to be developed through an Interim Network (by the mid-2030s, to synchronize with Sound Transit expansion) and a 2050 Network. By 2050, Metro Connects envisions a transit system with: [1:  Ordinance 19367, Attachment C (link)] 


· Seven million annual service hours, up from four million in 2019
· 200 million annual riders, up from 121 million in 2019
· 19-23 RapidRide lines, up from six in 2019
· $28.3 billion in associated capital improvements

Metro Connects is not fully funded, so additional funding will be needed to achieve the long-range vision.

To track progress toward implementing Metro Connects, Metro is required to provide ongoing reporting. The first of these required reports is the Metro Connects Implementation Report, which is to describe the funding needed to implement Metro Connects, the funding gap, potential funding sources to fill the gap, and the Executive’s strategy to work with community leaders and regional leaders to develop a plan to fund Metro Connects.

Motion 15252 and 2019 Metro status report. The original Metro Connects, which was adopted in 2017[footnoteRef:2] and envisioned future service networks in 2025 and 2040, was also not fully funded. In response, in 2018, the Council adopted Motion 15252, which asked the Executive to begin the work of updating Metro Connects and to initiate a regional planning process to develop a funding plan to implement Metro Connects. Metro was asked to report on the status of these regional planning efforts through a report that was due on May 31, 2019. [2:  Ordinance 18449] 


Metro’s 2019 status report on the regional planning effort[footnoteRef:3] described the work Metro was undertaking to update Metro Connects; the engagement with transit stakeholders, regional leaders, and community members to explore transit needs; and funding sources that could potentially be used to implement Metro Connects.  [3:  2019-RPT0075 (link)] 


The 2019 report included tables showing potential transit funding sources available to the King County Transportation District (KCTD),[footnoteRef:4] Metro Transit,[footnoteRef:5] and King County. [4:  RCW 36.73 allows for the creation of local transportation benefit districts and provides funding authority. In 2014, King County created the King County Transportation District (KCTD) as the County’s transportation benefit district through Ordinance 17746. The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council.]  [5:  As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. Metro is currently imposing the maximum allowed sales tax. ] 


2020 KCTD resolution and Seattle transit measure renewal. In early 2020, King County’s transportation benefit district, the King County Transportation District (KCTD) began deliberations on a resolution[footnoteRef:6] that would submit a 0.2 percent sales tax measure for public transportation and mobility services to King County voters at the August 4, 2020, election. With the onset of the COVID-19 pandemic, KCTD members tabled these deliberations and postponed the discussion of a countywide transit funding measure. [6:  King County Transportation District TD2020-01 (link)] 


In November 2020, Seattle voters approved the renewal of a transit funding measure[footnoteRef:7] that provides enhanced transit service within Seattle.[footnoteRef:8]  [7:  In November 2014, Seattle voters approved a six-year transportation funding measure comprised of a 0.1% sales and use tax and a $60 vehicle license fee, In November 2020, Seattle voters renewed the funding measure, by approving a 0.15% sales and use tax that expires on March 31, 2027. The ballot renewal was authorized by the Seattle City Council through Ordinance 126115 and imposed through Ordinance 126250.]  [8:  In early 2020, prior to the onset of the pandemic, the Seattle measure was funding nearly 359,000 annual service hours of enhanced Metro service. Currently, the new Seattle measure, which is smaller than the original measure and has a larger set of priorities, is funding approximately 183,000 annual service hours with an additional 55,000 hours that had been suspended during the pandemic planned for restoration during 2022.] 


2021 Metro Connects update. In 2021, when the updated Metro Connects was adopted,[footnoteRef:9] Metro estimated there would be a funding gap equal to approximately 38.7 percent of service costs and 61.7 percent of capital costs for the Interim Network; and 49.4 percent of service costs and 63.6 percent of capital costs for the 2050 Network. Table 1 shows estimated costs and the funding gap as described in Metro Connects: [9:  Ordinance 19367, Attachment C] 


Table 1. Metro Connects Estimated Costs and Funding Gap (2021)
	
	Interim Network
	2050 Network

	Total Service Costs 
	5.5 million hours/year or
	7.25 million hours/year or

	
	$1.092 billion/year
	$1.466 billion/year

	Unfunded Service Costs 
	2.13 million hours/year or
	3.58 million hours/year or

	
	$423 million/year
	$724 million/year

	Percent Service Costs Unfunded
	38.7%
	49.4%

	Total Capital Costs YOE$[footnoteRef:10] [10:  YOE$ = Year-of-expenditure $] 

	$11.5 billion
	$28.3 billion

	Unfunded Capital Costs YOE$ 
	$7.1 billion
	$18 billion

	Percent Capital Costs Unfunded
	61.7%
	63.6%


Source: Metro Connects (2021)

Metro Connects Implementation Report requirement. In response to the anticipated shortfall in funding to implement Metro Connects, Ordinance 19367, which adopted the 2021 updates to Metro’s policy documents, including Metro Connects, included a requirement that Metro prepare a Metro Connects Implementation Report for acceptance by motion that would outline potential funding sources and the Executive’s outreach and engagement strategy around transit funding. Specifically: 

Ordinance 19367, Section 6.A
	SECTION 6.  To provide information on the implementation of the plans attached to this ordinance and the performance of transit services, Metro transit department staff shall appear before the regional transit committee and the mobility and environment committee, or its successor, on request, and shall assist the executive in preparing the following performance reports:

	A.  A Metro Connects implementation report, which shall be transmitted by May 5, 2022, for acceptance by motion, and which shall include:

	  1.  A description of the funding needed to implement Metro Connects, the gap between the funding that is available and the total amount needed and a description of potential funding sources that could be used to fill the funding gap; and

	  2.  A description of the strategy the King County executive has implemented to consult with community members and regional leaders to develop a plan to implement Metro Connects, which should describe outreach and engagement with representatives from communities historically lacking in access to or underserved by transit, the Sound Cities Association, the city of Seattle, King County's regional transportation boards and any other organization necessary to ensure that a broad representation of regional leaders is consulted;

Metro Connects Implementation Report. The Metro Connects Implementation Report was transmitted as Attachment A to Proposed Motion 2022-0177. As required, it summarizes the capital and service costs for Metro Connects’ Interim Network and 2050 Network, as estimated in 2021; the capital and service revenue estimates as of 2021, when Metro Connects was transmitted for RTC and Council review, along with updated information based on early 2022 revenue estimates; a list of potential funding sources that could be used to implement Metro Connects; and a summary of existing and planned engagement efforts around transit planning and funding.

Costs to implement Metro Connects. The transmitted report summarizes the service and capital cost estimates that were prepared when Metro Connects was transmitted to the RTC and Council in 2021. The transmitted report includes as Appendix B the technical report on Metro Connects’ capital costing methodology that was prepared in 2021 as supplemental information to Metro Connects. Table 2 summarizes the service and capital cost estimates. 



Table 2. Metro Connects Estimated Costs (2021)

	
	Interim Network
	2050 Network

	Service Costs 
	5.5 million service hours or
	7.25 million service hours or

	
	$1.092 billion/year
	$1.466 billion/year

	Capital Costs YOE$[footnoteRef:11]  [11:  YOE$ = Year-of-expenditure $] 

	$11.5 billion
	$28.3 billion


Source: Metro Connects (2021)

Funding gap for Metro Connects. The transmitted report summarizes the estimates of available funding for service and capital costs that were prepared when Metro Connects was transmitted to the RTC and Council in 2021, as well as the funding gap that would result. Table 3 summarizes these service and capital cost funding gap estimates.

Table 3. Metro Connects Estimated Funding Gap (2021)

	
	Interim Network
	2050 Network

	Service Funding Gap 
	2.13 million service hours or
	3.58 million service hours or

	
	$423 million/year
	$724 million/year

	Service Funding Gap % of Total
	38.7%
	49.4%

	Capital Funding Gap
	$7.1 billion
	$18 billion

	Capital Funding Gap % of Total
	61.7%
	63.6%


Source: Metro Connects (2021)

The transmitted report notes that, since Metro Connects was transmitted to the RTC and Council in mid-2021, several changes have reduced the size of the funding gap by approximately $10.4 billion through 2050.

· Sales tax estimates (+$9.3 billion): As of March 2022, sales tax estimates for Metro are approximately $9.3 billion higher through 2050 than the 2021 estimates that were incorporated into Metro Connects.[footnoteRef:12]  [12:  Sales tax estimates for King County are prepared by the Office of Economic and Financial Analysis (OEFA) (link)] 


· Federal funding awards (+$600 million): One-time awards made to Metro through the Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA) and American Rescue Plan Act (ARPA) have resulted in $600 million in additional one-time funding that was not included in the estimates developed for Metro Connects.

· Move Ahead Washington (+$485 million): The State’s new transportation investment program, which includes $3 billion in funding for transit programs and projects statewide, including $1.45 billion in transit support grants,[footnoteRef:13] is estimated to provide approximately $485 million in additional revenue to Metro over the next 16 years above the estimates developed for Metro Connects. [13:  Chapter 47.66 RCW (per ESSB 5974, C 182 L 22)] 


The report notes that Metro has already indicated its intention to commit approximately $5-6 billion of this increased funding to service costs. In the original 2021-2022 biennial budget,[footnoteRef:14] which was adopted in November 2020 during the early months of the pandemic, Metro’s revenue forecasts projected a need to make cuts of 500,000-600,000 annual service hours, or about 13 percent of the system, beginning in 2025. By 2021, when the mid-biennial omnibus budget ordinance was adopted,[footnoteRef:15] Metro’s long-term revenue forecasts reflected an uptick in sales tax revenue and one-time federal funding and indicated that the planned service reductions in 2025 would not be needed.[footnoteRef:16] The report notes that Metro will provide more detailed revenue forecasts and capital improvement plans with the Executive’s proposed 2023-2024 biennial budget, as well as a proposal for spending during 2023 and 2024. [14:  Ordinance 19210]  [15:  Ordinance 19364]  [16:  The 2021-2022 budget ordinances appropriate funds only for the 2021-2022 biennium. Metro’s revenue estimates and service planning forecasts for future years (both the original plan to implement service cuts in 2025 and the later plan not to do so) are simply an indication of intent for programming funds in future budgets but are not adopted County policy at this point.] 


Potential funding sources. The transmitted report provides a summary of potential councilmanic and voter-approved funding sources available to the King County Transportation District (KCTD), Metro, and King County. Funding sources for which there is existing authority are summarized in Appendix C of the transmitted report and can be seen in Attachment 5 to this staff report. 

· King County Transportation District. State law[footnoteRef:17] allows for the creation of local transportation benefit districts. In 2014, King County created a transportation benefit district, the King County Transportation District (KCTD).[footnoteRef:18] The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council. Funding sources for which there is existing authority include: [17:  RCW 36.73]  [18:  Ordinance 17746] 

· Vehicle license fee: councilmanic up to $50, voter-approved up to $100
· Sales tax: councilmanic up to 0.1 percent, voter-approved up to 0.2 percent (note that the councilmanic authority is new, based on action by the State Legislature[footnoteRef:19] earlier this year, though the report notes the regressive nature of the sales tax)  [19:  Engrossed Substitute Senate Bill 5974, §406(3)(e), Chapter 182, Laws of 2022] 

· Project- or property-specific: the KCTD can levy development impact fees, create local improvement districts, and impose tolls, though there are limits to how and when these can be implemented
· Property tax excess levy: the KCTD can seek voter approval (60 percent required) for an excess levy to support a bond issue

· Metro. As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. The report notes that Metro is currently imposing the maximum allowed sales tax and that other allowed funding sources are similar to or the same as authority available to King County government. As a result, the report does not provide a more detailed discussion of funding sources available to Metro.

· King County. As a government, King County has a number of funding sources available to fund transit. The report notes that most of the funding sources available to King County are either already being imposed to their full extent or are committed to other uses. As a result, the report does not provide a more detailed discussion of funding sources available to King County.

The report notes that cities have access to a different set of funding sources that could be applied to support transit, including: 
· City transportation benefit districts, 
· Commercial parking taxes, 
· Transportation impact fees, 
· Flexible funding sources (property tax, business & occupation tax, sales and utility taxes), and 
· Local motor vehicle fuel taxes and rental car sales taxes. 

However, the report states that cities have different levels of resources and that, in the interest of equity, it is Metro’s preference that Metro Connects is funded from one or more regional sources without relying on cities to pay for service expansion in their jurisdictions.

The report also notes that there are potential funding sources that would require authority to be granted by the State Legislature or other entities. These could include:
· User fees, such as mileage or road usage charges[footnoteRef:20] or local option tolls [20:  The Puget Sound Regional Council’s 2022 Regional Transportation Plan (link), which will be considered by the General Assembly on May 26, 2022, incorporates a potential Road Usage Charge beginning in the 2030s into its estimates for both transportation funding and for reducing vehicle miles traveled and greenhouse gas emissions.] 

· Employee head or payroll taxes
· License service fee increases
· An increase in the transit share of the motor vehicle excise tax or a local motor vehicle fuel tax
· Lifting the current one percent cap on property tax levy growth
· Generating additional revenue from property through local improvement districts, tax increment financing, or other measures

Of the potential funding sources for which these is currently not authority, the report focuses on two as meriting special consideration: a flexible road usage charge and changes to levy constraints to keep up with inflation and population growth. The report concludes by noting that Metro would examine the equity impacts of any potential funding source proposed to be used to implement Metro Connects.

	Outreach and engagement. The report describes how Metro engages with community members and regional leaders, including:

· System and service changes. The report describes the engagement processes Metro uses to plan for service changes or restructures, including Metro’s Equity Cabinet, local Mobility Boards, consultation with local cities, and engagement through community-based organizations that represent priority populations. 

· Policy updates. The report describes the efforts Metro made during 2020 and 2021 to update its policy documents, including work with the Equity Cabinet, Transit Advisory Commission, Sound Cities Association, City of Seattle, King County regional transportation boards, Metro Connects Technical Advisory Committee, and the Regional Transit Committee (RTC) and King County Council.

· Funding strategy. The report states that if policymakers decide to seek additional funding, Metro recommends an engagement strategy focused on priority populations, either through the Equity Cabinet or other groups. In addition, the report recommends engaging cities and regional partners through the RTC, transportation boards, Sound Cities Association, and other organizations.

ANALYSIS

The Metro Connects Implementation Report, as transmitted, describes the funding needed to implement Metro Connects, as well as the funding gap based on 2021 estimates and updated with recent revenue estimates and state and federal action. It describes the funding sources currently available to be used by the King County Transportation District (KCTD), Metro, and King County, as well as potential funding sources that would require authorization from the State Legislature or other entities. Finally, the report describes Metro’s existing and planned outreach and engagement strategies, and the steps Metro would take to engage with community members and regional leaders if a transit funding measure is to be developed.

As transmitted, the Metro Connects Implementation Report complies with the requirements of Ordinance 19367.

Proposed Motion 2022-0177 would accept the report. The proposed motion is a dual referral to the Regional Transit Committee (RTC) and the Council’s Transportation, Economy & Environment (TrEE) Committee. 

In terms of next steps, the report provides information policymakers can use to determine how to proceed with the implementation of Metro Connects.

AMENDMENT

Amendment 1 is a technical amendment. It would correct formatting for the footnotes in Appendix C (Description of potential funding sources) and correct the name of the King County Transportation District (while the KCTD is a transportation benefit district, its official name is the King County Transportation District). 

ATTACHMENTS

1. Proposed Motion 2022-0177 and its attachment
2. Amendment 1 and its attachment
3. Transmittal Letter
4. Summary of Metro Connects funding gap
5. Summary of funding source information from Appendix C of Metro Connects Implementation Report
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