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September 3, 2009

The Honorable Dow Constantine

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Constantine:

I am pleased to transmit three proposed ordinances and a motion, which are important steps in addressing the King County Metro Transit budget shortfall for the 2010/2011 biennium and beyond, and in moving forward planning activities in support of RapidRide bus rapid transit.

2008 and 2009 have been demanding years for our region and our nation.  The downturn in the economy has presented unprecedented challenges to all levels of government.  The imbalance between the available revenue and the resources needed to provide valuable services is forcing government agencies to make difficult choices.  Transit agencies are among the most heavily impacted across the country.  Many are being forced to reduce service and increase fares to address budget shortfalls.  The funding gap in Metro’s budget has become increasingly severe as the economy has faltered over the past year and a half due to Metro’s reliance on volatile sales tax revenues.  Metro’s revenue gap between 2009 and 2013 is expected to reach over $700 million.  Solutions are not easy and actions we take will be felt throughout the local communities of King County.  

In response to this crisis, I have proposed a 9-point plan to address the budget shortfall, which includes:

· Action 1 – Deferred bus service expansion 
· Action 2 – Substantially cutting the capital program 

· Action 3 – Non-service related cuts
· Action 4 – Raising new revenue through a property tax 
· Action 5 – Tapping into operating reserves to help stabilize service levels
· Action 6 – Increasing fares by 25 cents in 2011
· Action 7 – Using fleet replacement reserves to help stabilize the revenue base
· Action 8 – Implementing operating efficiencies from the forthcoming transit 


      performance audit recommendations
· Action 9 – Suspending bus service
We must work together to balance the transit budget by moving this plan forward.  This plan will respond to the revenue shortfall not only for the two years of the budget cycle, but for the long term.  It also positions Metro to restore elements we have suspended quickly if and when circumstances or new revenue sources allow.  I am transmitting three ordinances and a motion for review and approval by the King County Council that will enable this plan to work.  The attached ordinances are 1) an ordinance expanding the allowed uses of the one-tenth of one percent sales tax approved for Transit Now; 2) an ordinance adopting changes to the 2007 – 2016 Strategic Plan for Public Transportation and Metro’s Financial Policies; 3) an ordinance to establish the specific routing of the first four RapidRide corridors; and 4) a motion that states the council’s intent to implement a portion of the property tax that the state legislature approved during this year’s legislative session to fund transit service.  While these items open the door for future fiscal impacts, there are no current fiscal impacts associated with these items specifically and therefore no fiscal notes are attached. 

As I have said repeatedly throughout this process, my transit proposal is an evolving plan that incorporates the latest information and feedback from the region.  In that vein, I’ve recently made some notable revisions to my proposed 9-point plan.  These revisions are reflected in this legislative transmittal.  In summary, they include the addition of a new RapidRide line providing important east/west service improvements for south King County and more detail regarding the future phasing of Transit Now. 
The addition of the new RapidRide line is something I had previously evaluated and originally intended to propose as part of my announcement to preserve the RapidRide program through the use of the new property tax authority for Metro. 
The sixth RapidRide corridor, to be called the RapidRide F Line, would connect the downtown transit centers in Burien and Renton, operating via the International Boulevard Link Light Rail station as well as the Tukwila Sounder Station.  This major east-west transit corridor, operating today as the Metro Route 140, experienced 22% ridership growth between fall 2006 and fall 2008, to 3,600 riders each weekday, about 1 million annually.   It has previously been targeted for additional service frequency and hours of operation as a Transit Now High Ridership Corridor.  The frequent, easy to use and reliable service design of RapidRide is expected to achieve a 50% increase in ridership along the corridor and expand local and regional connections for south county residents and employees connecting to Sound Transit’s regional rail investments

 I felt RapidRide F was an important complement to the new east/west Urban Partnership service across State Route 520 that would be implemented with the first penny of the property tax as required by state law.  However, based on the King County Assessor’s preliminary reports of 2010 assessed valuations, this would not have been possible without using at least 6.5 cents per thousand of the transit property tax levy.  I was unable to fund this southern RapidRide and keep my plan tax neutral at 5.5 cents per one thousand of assessed value.  Therefore I made the difficult choice of dropping this potential route. 
I am pleased to report that the Assessor has provided updated assessed value information that will result in slightly more revenue for every cent levied.  Through further evaluation and refinement of this concept, assumptions about potential federal dollars for this sixth RapidRide and the recently revised estimates of property tax revenue I have now found a way to make this new RapidRide F line work.  More importantly, we can add this route while remaining within my original 5.5 cent property tax proposal and without raising fares beyond my initial 2011 increase.  I am looking forward to providing the Council and the region with more information about this exciting service in the next few weeks and months.
I have also added more specific language regarding Transit Now after 2013.  Providing more detail in my plan regarding the future phasing of Transit Now is an important revision I feel is necessary in response to the feedback I’ve received following my initial announcement.  Consistent with the four-year time horizon associated with my plan, I’m proposing after January 1, 2014, and after service suspensions have been restored to return the system to 2009 service levels, that all remaining Transit Now improvements be implemented as originally expected under the Transit Now phasing plan adopted in the “Strategic Plan for Public Transportation, 2007 to 2016” and subject to available revenues from the voter approved Transit Now 0.1% sales tax. 
Background on Transit Finances

King County Metro’s budget crisis began to unfold in 2008, at the same time ridership was at record levels.  While diesel fuel prices stabilized to planned budget levels after a steep increase, the steep drop in sales tax in the latter portion of 2008 created a sizeable mid-biennium budget deficit.  The emerging deficit was initially addressed through a series of actions during the course of last fall’s budget process.  These actions included reduced spending, a partial hiring freeze, mandated employee furlough days, increased fares in 2009 and 2010, a net reduction of 19 staff from non-direct bus service related positions in 2009 and reduced capital spending.  The extent and timing of these actions reduced costs immediately while reducing staff positions through attrition and minimizing the need for layoffs.  Also, the County’s 2009 state legislative priorities included seeking new revenue sources for Metro Transit.  

Unfortunately, the national financial crisis caused an unprecedented drop in Metro’s sales tax revenue. As documented by Transit staff throughout this year, the gap between revenue and expenses has grown so large that Metro cannot balance the 2010/11 biennial budget while still maintaining current and planned service levels.  Although my nine-point plan is intended to preserve as much service as possible, service suspensions will be necessary.  However, I want to minimize the amount and the severity of those suspensions, and implement these suspensions equitably across Metro’s service region.  I must state clearly, however, that it will likely require either a significant economic recovery and/or additional new revenue sources to make this happen.
My nine-point plan requires a number of policy changes.  I am proposing to modify restrictions on Transit Now funds during this crisis in order to preserve as much existing service as possible.  In addition, I am proposing temporary changes to Metro’s strategic plan and financial policies to give Metro more flexibility in managing the public transportation system through the recession.  In particular, my proposal to decrease the year-end operating fund balance (i.e. the “operating reserve”) to one-twenty-fourth of the operating budget and the proposed increase of the bus fare by $.25 in 2011, which moves forward a fare increase assumed in the current financial plan in 2012, are made possible through the proposed changes to financial policy in this transmittal.  Lastly, the proposed motion would identify the council’s intent to enact new revenue for Metro through a 5.5 cent property tax per $1,000 assessed value, providing revenue that will be used to implement the Urban Partnership and preserve and expand RapidRide service.
Proposed Transit Now Ordinance

The proposed ordinance related to Transit Now would broaden the authorized use of the tax revenue collected under the Transit Now program.  As part of the 9-point plan, planned investments will be made in the RapidRide and partnership components of Transit Now while planned future investments in the High Ridership Network and Rapidly Developing Areas elements would be deferred. 

From 2007 to 2009, Transit Now allowed Metro to meet future transit needs by increasing bus service at a higher rate than would have previously been possible.  During this period, Metro implemented 62,000 annual hours of service in the High Ridership Network and invested 21,000 annual hours in Rapidly Developing Areas.  Additionally, 39,000 annual hours of the Service Partnership program were put into service.  Due to the current financial crisis, however, Metro will not be able to implement Transit Now as currently contemplated in the strategic plan.  

The ordinance I am introducing will allow revenue from Transit Now to also be used to maintain current routes in the Metro Transit network.  In my judgment, and based on some of the feedback I have received from the region, preserving existing service as much as possible is a top priority and should take precedence over service expansion. Using Transit Now revenue to minimize service reductions at this time can achieve greater public transportation benefit than investing that revenue solely in expanding Transit Now programs while at the same time making deeper cuts to existing service.  

Some key elements of Transit Now will move forward according to their existing timeline, while others will be postponed.  I am proposing that King County Metro continue with the implementation of RapidRide in the corridors identified in Transit Now and that King County fulfill its contractual obligation with local jurisdictions and businesses, and complete implementation of the Transit Now Service Partnership Program.  

Proposed Strategic Plan and Financial Plan Amendments Ordinance

The second proposed ordinance amends Metro’s Strategic Plan and Financial Policies as needed to implement my 9-point plan.  It is not intended to be a comprehensive and wholesale update to the Strategic Plan but rather focuses on the key policy areas related to my 9-point plan.  A more comprehensive review and update will be submitted to the council in 2010.  Specifically, this proposed ordinance retains the planned implementation of the five RapidRide corridors and the Service Partnership agreements consistent with Transit Now.  It changes the Transit Now phasing plan, deferring the remaining High Ridership Corridor and Rapidly Development Areas investments.  The ordinance also amends temporarily the service allocation and reduction strategy, as well as allowing more flexibility in Metro’s operating reserves and planning for future fare increases.  Finally, in conjunction with the assessment of a 5.5 cent property tax, the ordinance amends Metro’s Strategic Plan to add a sixth RapidRide corridor in South King County and new SR 520 service consistent with the Lake Washington Urban Partnership agreement. 

RapidRide has already leveraged millions of dollars in federal funds due to the support of our congressional delegation and high program rating from the Federal Transit Administration.  Phasing of RapidRide corridors was established in the “Strategic Plan for Public Transportation 2007-2016” as adopted by Ordinance 15963.  The initial five RapidRide lines will be implemented over the next four years, starting with the A Line, scheduled to start operation in the summer of 2010, connecting Federal Way and the Tukwila Link Light Rail Station via Pacific Highway South.  The initial five corridors on which Metro will develop and implement Bus Rapid Transit (BRT) are:

· Shoreline/Downtown Seattle via Aurora Avenue North

· West Seattle/Downtown Seattle via West Seattle Bridge

· Ballard/Seattle Center/south downtown stadium area via 15th Ave Northwest and West Mercer Street with service or frequent connections to Ballard High School and the Ballard business district

· Federal Way/Tukwila via Pacific Highway South

· Bellevue/Redmond via Crossroads and Overlake

These corridors currently carry about 10 million transit trips annually; once implemented; we expect the five lines to carry 16 million trips, a more than 50 percent increase.

In addition, Service Partnership agreements will continue as scheduled to meet King County’s contractual obligations.  Transit Now set aside 90,000 annual service hours to leverage with partner money for the service partnership program.  Through public and private partners or partnership groups, and by leveraging transit service hours, Metro is able to increase the overall amount of transit service in the region.  Current partnerships that have been implemented or that have agreements in place are with the cities of Renton, Kent, Auburn, Redmond, Issaquah, Sammamish, Bellevue and Seattle, and with Pierce Transit, Microsoft Corporation, Port Blakely Communities and Children’s Hospital.  There are 13 signed agreements of which five have been implemented.  A sixth agreement will be put into service during the September 2009 service change. The remainder will be implemented between 2010 and 2013.

The remaining three elements of Transit Now – continued expansion of the High Ridership Network, Service for Rapidly Developing Areas, and Transit Now additional improvements – will be deferred in lieu of maintaining as much of the 2009 current system as possible.  

Although service reductions would be implemented consistent with the current service allocation, as the current strategic plan policy directs, service reductions according to my 9-point plan would be considered suspensions rather than permanent cuts, at least for the next four years.  I am proposing this approach as a means of avoiding a debilitating regional debate over subarea service allocation.  I believe we can manage our way through this fiscal crisis without creating winners and losers.  My intent is that all routes in the current Metro system be sustained, albeit at a reduced level.   As suspensions, this means that any service reductions implemented between January 1, 2010 and December 31, 2013 would be restored to the three subareas according to the same formula as they were reduced.  Upon completing the restorations of suspended service and achieving year-end 2009 service levels, bus service investments in 2014 and beyond would be made consistent with the originally adopted Transit Now phasing plan and current 40/40/20 allocation policies.

In addition, as I mentioned above, I’m proposing to add the sixth RapidRide corridor, RapidRide F to the Strategic Plan for implementation in 2013 which would provide the improved east-west connection in south King County.   

This ordinance would also amend Metro’s Financial Policies to temporarily allow a reduction to the amount of money that Metro holds in its operating reserve.  This policy change would lower the required reserved balance from one-twelfth to one twenty-fourth of the yearly operating expense.  This will allow funds to be available to maintain as much service as possible until sales tax revenues recover.  Additionally, financial policies related to fares would be revised so that a review of the fare schedule would become a part of each biennial budget submittal and that future year fare increases are not limited to inflation.  

Proposed RapidRide Routing Ordinance

Even though some of Transit Now will be delayed, I propose that RapidRide should continue as planned.  The RapidRide bus rapid transit program created by Transit Now represents a new service type and brand within the King County Metro Transit family of services.  Consistent with the Transit Now ordinance, RapidRide is designed to be a distinct, frequent, quick and reliable, easy to use, and safe transit option for millions of riders annually.  As residents and visitors alike become accustomed to an improved transit experience throughout the day and week, we expect to see more people using the bus not only get to work and school, but also for travel to recreation, shopping, and social and cultural activities.  Therefore, I am introducing the ordinance to establish the specific alignment of each RapidRide line as required by Transit Now.

The ordinance proposed is limited to the first four RapidRide corridors to be implemented under Transit Now: Pacific Highway South, Bellevue-Redmond, West Seattle, and Ballard-Uptown.  Approval of the specific routing for these lines described in this ordinance will allow King County Metro to take the necessary steps to finalize design, site station locations, complete needed engineering, and construct facilities required for implementation of RapidRide.  The specific routing and alignment for the remaining RapidRide corridors has yet to be determined through a process working with the communities and jurisdictions in which the RapidRide lines are planned.
In addition to specifying the alignment of each line, the RapidRide ordinance identifies the number and approximate location of planned stations and stops in each corridor where RapidRide will provide service.  Exact locations of stations and stops will be determined based on site-specific conditions, final cost estimates, and the permit process of each local jurisdiction.

In order to arrive at the proposed specific alignments provided in the ordinance, Metro:

· Developed system specifications necessary for implementation of the service consistent with Transit Now;
· Developed service design guidelines to measure and evaluate service alternatives;

· Developed service concepts and routing alternatives in cooperation with local jurisdictions; and

· Conducted public outreach and advisory panels to receive feedback and refine service design alternatives.

All of the above efforts are described in the enclosed RapidRide Implementation: Planning and Development Summary and RapidRide Service Design and Integration Guidelines.

Proposed Property Tax Motion

The proposed motion expresses the county’s intent to collect 5.5 cents per thousand dollars of assessed value to fund King County Metro Transit service.  In 2009, the Washington State Legislature passed Senate Bill 5433 authorizing counties with a population of over 1,500,000 to collect a property tax of up to 7.5 cents per thousand dollars of assessed value to fund transit-related expenditures.  As directed by the legislature, the first one cent of the property tax must be used to expand transit capacity along the SR 520 corridor, with the remainder being used for other transit-related expenditures.  

This first cent will support Metro service related to the Lake Washington Urban Partnership, between King County, Puget Sound Regional Council, Washington State Department of Transportation, and the United States Department of Transportation (USDOT) to implement variable pricing, increase transit capacity, and improve passenger facilities and traveler information on SR-520.  The Federal Urban Partnership agreement funds the purchase of hybrid buses and other transit capital elements, but does not pay for the operating cost of service expansion on the SR-520 corridor.  The first cent of property tax will fund Metro service described in the Urban Partnership proposal to the USDOT.  The remainder of the property tax collected would be used to fund much of the maintenance, operations, and capital requirements of the Metro Transit system along the RapidRide corridors as well as the implementation of the five Transit Now RapidRide routes and the expansion of the Rapid Ride concept to an additional corridor in South King County.

If you have any questions about these ordinances and this motion, please contact Kevin Desmond, Metro General Manager, at 206-684-1619, or Victor Obeso, Service Development Manager, at 206-263-3109.

Sincerely,

Kurt Triplett, 

King County Executive
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