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Metropolitan King County Council
REGIONAL TRANSIT COMMITTEE

STAFF REPORT

AGENDA ITEM:          9             	DATE:    October 21, 2009   

PROPOSED NO.      2009-0535      	PREPARED BY:    Arthur Thornbury  

SUBJECT: Amendments to the Transit Strategic Plan and the Transit Program Financial Policies

SUMMARY: The committee will consider, and potentially take action on, amendments to the Transit Strategic Plan and the Transit Financial Policies. Amendments proposed by the executive would align adopted policies with initiatives in his biennial budget proposal now under review by the council. RTC member-sponsored amendments will also be considered. 

BACKGROUND: The committee was briefed at its September 16th meeting on executive proposed policy changes related to initiatives in his transit biennial budget proposal which will address the current and projected gap between transit revenues and expenditures reflecting the impact of the economic recession. 

Proposed Amendments to the Transit Strategic Plan
Proposed Ordinance 2009-0535 would amend both the Transit Strategic Plan and the Transit Financial Policies. The actual amendments to each are contained in attachments to the legislation. Attachment A is the entire Transit Strategic Plan with the proposed changes shown in strikeout/underline format. While the proposal focuses on amendments to the service implementation strategies in Section 6, elsewhere in the plan changes, mostly technical, are proposed to bring the plan text up to date by reflecting circumstances which have changed since plan adoption in 2007. However, since the September 3rd transmittal of 2009-0535, the executive has decided to limit his proposed changes to the budget-related strategies and has informally provided a new substitute Attachment A which amends only Section 6. An amendment to accomplish this is attached to this staff report along with the executive-proposed changes to Section 6. The entire Transit Strategic Plan, with the executive-proposed changes, was distributed at the committee’s September 16th meeting. 

The executive is proposing the following major amendments (with corresponding text changes) to Section 6 of the Transit Strategic Plan:

Strategy IM-1
· Remove the specific service investment targets for High Ridership Routes (350,000 annual service hours) and Service to Developing Areas (50,000 hours).
· Plan to revisit the decision to expand ACCESS paratransit service beyond the geographic requirements of the Americans with Disabilities Act
	
Strategy IM-2
· Replace the Transit Now Phasing Schedule in Exhibit 6-2 with one that defers further expenditures in High Ridership/Core and Developing Areas service while continuing planned Rapid Ride and Service Partnership investments. This would carry out the executive’s recommendation that some planned investments in new service should be deferred at a time when revenues are not sufficient to maintain existing service. 
· The total ten-year Transit Now service investment is reduced from 450,000 hours in the previously adopted phasing plan to 273,000 in the current proposal. 
· While there is mention in the text of the plan of a sixth Rapid Ride route, “the F Line connecting Renton and Burien,” it is left off the actual list of Rapid Ride lines in Strategy IM-1 and the phasing plan following Strategy IM-2. The executive’s proposal to create a new Rapid Ride line is included in his proposal to move all Rapid Ride service funding from the Transit Now program supported by sales tax increment to a new property tax increment that the council would levy for transit purposes. 

Strategy IM-3
· Add provisions to the service implementation strategy (IM-3) to designate service reductions through 2013 as suspensions to be restored to each subarea at the level removed rather than treating future service hour investments, up to 2009 levels, as new hours subject to the service allocation formula which assigns 20 percent of new service to the Seattle/North King County Subarea and 40 percent to the other two. 

Proposed Amendments to the Transit Program Financial Policies
The financial policies are reviewed annually by the RTC and adopted by the council. The Transit Performance Audit found that a number of the policies are out of date and recommended a major update to the entire document. While the executive has proposed a narrow update focusing on two budget-related policies, the RTC could add a major update to its 2010 work program.

The executive is proposing two changes to the financial policies:

Policy I. C. Thirty-Day Cash Operating Reserve Temporarily (through 2014) replace the requirement that the Transit Division maintain a one month emergency operating reserve with a two-week reserve, thereby allowing a greater portion of revenues to be used to address the projected budget gap. 

Policy IV. B. Fares This policy would be modified to uncouple planning for future fare increases from projections of inflation. The Transit Division maintains a six-year financial which includes assumed future fare increases as part of balancing projected expenditures and revenues. The current policy links those fare increase assumptions in the financial plan to estimated rates of inflation but specifically states that this is solely for planning purposes and that other factors will contribute to a decision to actually raise fares. The proposed amendment would allow the Transit Division to build fare increase assumptions into its financial plan independent of any inflation estimates though inflation would continue to be one factor considered. 

Staff has developed an amendment to the current transit debt financing policy. 

Policy III B. Capital Planning and Funding
This policy is primarily focused on the use of debt financing for capital projects, limiting its use to major projects with a useful life of at least 25 years. At previous RTC meetings committee staff has pointed out the extent to which this long-standing policy of the Transit Division differs from the general King County policy on debt adopted by the council in 2007 which makes debt financing the preferred option for projects with a useful life of at least 3 years. 

Attached to this staff report is a proposed amendment drafted by staff for committee consideration that would move the transit debt financing policy into closer alignment with the county policy while continuing to recognize the value creating a reserve to fund fleet replacements. The changes to the current policy are shown in strikeout/underline in the attached amendment. The policy as revised by the amendment is shown below.

III B. Capital Planning and Funding.  
Capital program requirements will be included in long-term cash flow projections, through the Capital and Revenue Fleet Replacement Subfunds.  The financial plan should provide for the capital replacement needs of the existing service plan and reliable long-term revenue sources to fund additional service and associated capital investments.  Debt may be used for short-term cash flow needs or for acquisition of capital equipment or facilities with a useful life of at least three years, provided that there is sufficient dedicated revenue within the financial plan to service the debt. Use of long-term debt for capital needs shall be balanced against the objective of maximizing the amount of transit service provided. To maintain accurate estimates of future operating expenses, capital project plans will include estimates of added costs or savings resulting from the project. Cash reserved in the Revenue Fleet Replacement Subfund shall be the primary source of funds for fleet procurements. 



ATTACHMENT:
1. Proposed Ordinance 2009-0535
2. Executive Letter of Transmittal, dated September 3, 2009
3. Substitute Attachment A: Section Six, Transit Strategic Plan 
4. Attachment B, Transit Financial Policies
5. Amendment to Transit Financial Policy III B
6. Amendment to Transit Strategic Plan Exhibit 6-3, King County Public Transportation Planning Subareas

ATTENDING:
Victor Obeso, Supervisor, Service Development Section
David Hull, Supervisor, Service Planning, Transit Division
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