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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





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.

The proposed budget assumes adoption of a policy that would build funding in a Revenue Stabilization Reserve to reach an amount equal to one-half of the following year’s sales tax revenue to Transit.  To direct the budget on a path to achieve this target Revenue Stabilization Reserve balance, the budget incorporates an additional reduction of 249,000 hours of bus service in 2015-2016, in addition to the 151,000 hours that were reduced at the end of last month.

The budget document includes the following explanatory statement:

“PLANNING FOR A RECESSION

Part of the financial analysis to determine the size of the service reductions that would result in a sustainable system included planning for a future recession through a revenue stabilization reserve.  Transit’s primary revenue source is sales tax, which is highly volatile and subject to changes in the economy.  The county’s revenue forecasts have not included a recession scenario; despite the fact that a recession is inevitable, it is extremely difficult to predict when or how severe a recession will be.

The county’s chief economist worked closely with executive and Metro staff to model several recession scenarios and develop a financial policy for sizing a revenue stabilization reserve.”

			---From the Proposed Budget

In its three meetings, the Physical Environment Panel:

· Examined an overview of the proposed 2015-2016 budget revenues and expenditures;
· Reviewed the Fund Management Policies for the Public Transportation Fund, including the current target Sub-Fund balances and how the proposed budget addresses those target balances;
· Examined the Transit Capital Improvement Program (CIP); and
· Considered the policy basis for using debt as a financing mechanism for County agencies.

The Panel expressed interest in considering alternative budget concepts that would not include the additional 249,000 hour service reduction.  As a next step, the Panel asked Council staff to evaluate alternative scenarios for Council deliberation at the Reconciliation meetings.  Staff was directed to run the financial model including preservation of the 249,000 bus service hours as the base scenario and then review based on a moderate recession.  

Staff was also directed to run the model using a variety of policy and operational variables to understand their impact on the new baseline financial plan and under conditions of a moderate recession.  

It is very important to note that staff held all service levels and policies constant during the initial review.  This, while unlikely given the Executive and Council's responsibility to manage the transit system, provided the opportunity to understand the theoretical "financial loss" that would have to be managed.

As shown on the Total Sales Tax Generated Chart, $315 million fewer are generated during the recession scenario between 2018 and 2027.  The majority of difference occurs in the first few years of the recession scenario.  These results were used to inform the staff's analysis.
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Staff analysis of the new baseline financial plan (Scenario 3) found that, due to the significant cash expenditures in 2016 largely for fleet replacement, in 2016 through 2018 there was greater financial risk because the ending fund balance available for revenue stabilization was less than $100 million. 

When the recession scenario (Scenario 4) was applied in 2018, the ending fund balance available for revenue stabilization was entirely expended by 2020.  

Through applying various independent policy changes to the financial model, staff found that an infusion of approximately $100 million (for a target revenue stabilization reserve of $150-$250 million as shown in Scenario 7) would provide sufficient financial stability to manage risk and enable Executive and Council to make operational and policy choices based on the scale and timing of a future recession. There are a number of choices that could be made. The table below includes a number of options the Council could choose in order to generate additional cash to support higher levels of service. 

Policy / Financial Options Table
	Description
	One Time/
Ongoing
	Amount Generated

	Change 30 day Operating Reserve Target to 15 days.  
	One Time
	$26-$33 million

	Change Revenue Fleet Replacement Reserve Target to 20%
	One Time
	Initially generates $23 million and then generates $15-$20 million in the out years

	Use debt to finance a portion of the capital expenditures on a one time basis
	One Time
	$100 million 

	Shift capital expenditures to reduce single year cash spending
	One Time for One Year
	This would generate a year or two shift

	Implement an additional fare increase or other fare policy change
	Ongoing
	$2.5-$10 million annually

	Negotiate a COLA freeze for one year
	Ongoing
	$5 million annually

	Stop background 1% growth of transit service hours
	Ongoing
	$3.2 million compounded[footnoteRef:1] [1:  If background growth was held at 0% for five years, this would generate savings of almost $50 million in the five years and then an estimated $16.5 million thereafter.] 


	Reduce transit spending by 1% for one year
	Ongoing
	$6.5 million annually

	Change the retirement age of the fleet to 14 years
	
	Analysis ongoing

	When a recession appears and creates negative sales tax growth - Reduce transit service hours
	Ongoing
	A 5% reduction in transit hours equals
(Approximately 170,000 hours)
$17 million annually plus capital (bus) cost reductions



	Scenario 1:
	Executive Proposed 

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$543.6
	$368.3
	$435.6
	$539.3
	$645.5

	Revenues
	$849.3
	$825.2
	$958.3
	$976.0
	$900.0
	$933.0
	$982.0
	$1,062.5

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$677.6
	-$680.4
	-$698.6
	-$721.2
	-$745.0
	-$772.1

	Capital
	-$108.2
	-$145.1
	-$225.6
	-$449.9
	-$118.7
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.3
	-$21.0
	-$15.4
	-$6.7
	-$16.7
	-$10.4

	Ending Fund Balance
	$512.5
	$514.8
	$543.6
	$368.3
	$435.6
	$539.3
	$645.5
	$751.4

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$56.1
	$56.4
	$57.9
	$59.8
	$61.8
	$64.0

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$27.9
	$47.2
	$71.5
	$92.0
	$110.2

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$300.5
	$170.0
	$219.2
	$282.0
	$384.2
	$494.7



Scenario 1 is the Executive’s proposed budget. It continues with the planned elimination of 169,000 service hours in 2015 and 80,000 service hours in 2016. It also builds a revenue stabilization reserve of $495 million by the end of 2020. This stabilization reserve could be used to stem potential service reductions from a recession, other unplanned expense, or begin adding service if a recession does not materialize. 

	Scenario 2:
	Executive Proposed with a Moderate Recession

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$543.6
	$368.3
	$435.6
	$483.8
	$489.7

	Revenues
	$849.3
	$825.2
	$958.3
	$976.0
	$900.0
	$877.5
	$881.7
	$936.9

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$677.6
	-$680.4
	-$698.6
	-$721.2
	-$745.0
	-$772.1

	Capital
	-$108.2
	-$145.1
	-$225.6
	-$449.9
	-$118.7
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.3
	-$21.0
	-$15.4
	-$6.7
	-$16.7
	-$10.4

	Ending Fund Balance
	$512.5
	$514.8
	$543.6
	$368.3
	$435.6
	$483.8
	$489.7
	$469.9

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$56.1
	$56.4
	$57.9
	$59.8
	$61.8
	$64.0

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$27.9
	$47.2
	$71.5
	$92.0
	$110.2

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$300.5
	$170.0
	$219.2
	$226.5
	$228.3
	$213.2



Scenario 2 uses the Executive’s proposed service reductions of 169,000 hours of reductions in 2015 and 80,000 hours of reductions in 2016. This scenario also plans for a moderate recession beginning in 2017. For purpose of this planning scenario the hypothetical recession assumes a 0% growth in revenues 2018 and 2019, and then begins to grow again afterwards. This scenario provides sufficient resources to avoid service reductions under the recession scenario. The planned revenue stabilization reserve stays between $170 million and $213 million during the planning timeframe. 


	Scenario 3:
	Add Back 249,000 hours Currently Planned for Elimination

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$369.4
	$448.1

	Revenues
	$849.3
	$825.2
	$962.1
	$981.1
	$905.2
	$936.5
	$983.8
	$1,062.2

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$693.5
	-$701.8
	-$726.4
	-$749.8
	-$774.4
	-$802.2

	Capital
	-$108.2
	-$145.1
	-$277.5
	-$468.2
	-$142.8
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.2
	-$20.9
	-$15.3
	-$6.6
	-$16.5
	-$10.3

	Ending Fund Balance
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$369.4
	$448.1
	$523.8

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$57.5
	$58.1
	$60.2
	$62.1
	$64.2
	$66.5

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$29.5
	$50.8
	$78.0
	$101.5
	$122.8

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$235.3
	$68.3
	$68.3
	$103.2
	$174.9
	$251.9



Scenario 3 would restore planned cuts of 169,000 hours in 2015 and 80,000 hours in 2016. This scenario would use revenue stabilization reserves and other reserves to continue this higher-than-currently-planned level of service. The revenue stabilization reserve under this scenario fluctuates between $68 million and $252 million during the planning timeframe. 



	Scenario 4:
	Add Back 249,000 hours w/Moderate Recession

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$313.5
	$291.6

	Revenues
	$849.3
	$825.2
	$962.1
	$981.1
	$905.2
	$880.7
	$883.1
	$936.2

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$693.5
	-$701.8
	-$726.4
	-$749.8
	-$774.4
	-$802.2

	Capital
	-$108.2
	-$145.1
	-$277.5
	-$468.2
	-$142.8
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.2
	-$20.9
	-$15.3
	-$6.6
	-$16.5
	-$10.3

	Ending Fund Balance
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$313.5
	$291.6
	$241.1

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$57.5
	$58.1
	$60.2
	$62.1
	$64.2
	$66.5

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$29.5
	$50.8
	$78.0
	$101.5
	$122.8

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$235.3
	$68.3
	$68.3
	$47.4
	$18.3
	-$30.7



Scenario 4 would restore planned cuts of 169,000 hours in 2015 and 80,000 hours in 2016.  Additionally, this scenario plans for a moderate recession (as assumed in Scenario 2 above).  This scenario would use revenue stabilization reserves and other reserves to continue this higher-than-currently-planned level of service. The revenue stabilization reserve under this scenario fluctuates between $68 million and ($30.7) million during the planning timeframe. Since you cannot have a negative reserve, under this scenario, $30.7 million in other costs or reserves would need to be eliminated during the biennium, or higher than expected revenues would be needed to avoid further service reductions. 

	Scenario 5:
	Add Back 249,000 hours w/a Moderate Recession and 20% RFRF

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$313.5
	$291.6

	Revenues
	$849.3
	$825.2
	$962.1
	$981.1
	$905.2
	$880.7
	$883.1
	$936.2

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$693.5
	-$701.8
	-$726.4
	-$749.8
	-$774.4
	-$802.2

	Capital
	-$108.2
	-$145.1
	-$277.5
	-$468.2
	-$142.8
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.2
	-$20.9
	-$15.3
	-$6.6
	-$16.5
	-$10.3

	Ending Fund Balance
	$512.5
	$514.8
	$479.7
	$269.9
	$290.6
	$313.5
	$291.6
	$241.1

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$57.5
	$58.1
	$60.2
	$62.1
	$64.2
	$66.5

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$56.5
	$46.8
	$19.6
	$33.9
	$52.0
	$67.7
	$81.9

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$214.1
	$258.7
	$78.2
	$85.2
	$73.4
	$52.1
	$10.2



Scenario 5 is identical to Scenario 4 except that it assumes a policy change to reduce the Revenue Fleet Replacement Reserve from a 30% level to a 20% level. This policy change is consistent with the APTA best practices discussed during previous budget panels. If the County were to make this policy change, and a recession were to occur, the financial plan still supports restoration of the currently planned cuts of 249,000 hours and still maintains at least $10 million in the revenue stabilization reserve during the planning timeframe. 


	Scenario 6:
	Add Back 400,000 hours 

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$420.0
	$185.4
	$186.2
	$243.4
	$298.7

	Revenues
	$849.3
	$825.2
	$962.1
	$980.9
	$904.0
	$934.0
	$979.8
	$1,056.7

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$706.1
	-$716.8
	-$745.1
	-$769.0
	-$794.0
	-$822.3

	Capital
	-$108.2
	-$145.1
	-$324.5
	-$477.9
	-$142.8
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.2
	-$20.8
	-$15.2
	-$6.5
	-$16.4
	-$10.2

	Ending Fund Balance
	$512.5
	$514.8
	$420.0
	$185.4
	$186.2
	$243.4
	$298.7
	$348.8

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$58.5
	$59.4
	$61.7
	$63.7
	$65.8
	$68.1

	Bond Reserve
	$16.1
	$16.4
	$16.7
	$17.0
	$17.3
	$18.0
	$8.6
	$5.5

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$30.3
	$52.6
	$80.8
	$105.4
	$127.8

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$174.6
	-$18.3
	-$39.4
	-$27.1
	$20.0
	$70.4




Scenario 6 would include the restoration of the 151,000 hours already eliminated and the 249,000 hours planned for elimination in 2015 and 2016. In this scenario, there would be insufficient fund balances to fund a revenue stabilization reserve for most of the planning horizon and the reserve would not be funded adequately to survive a recession without further service reductions. 

	Scenario 7:
	Add Back 249,000 hours w/$100 million Debt Issuance in 2016 

	($s in millions)
	2013-A
	2014-E
	2015-P
	2016-P
	2017-P
	2018-P
	2019-P
	2020-P

	Beginning Fund Balance
	$410.6
	$512.5
	$514.8
	$479.7
	$369.5
	$378.8
	$446.8
	$515.4

	Revenues
	$849.3
	$825.2
	$962.1
	$982.2
	$906.9
	$939.0
	$986.6
	$1,065.3

	Debt Proceeds
	$0.0
	$0.0
	$0.0
	$100.0
	$0.0
	$0.0
	$15.0
	$0.0

	Operating
	-$649.3
	-$687.0
	-$693.5
	-$701.8
	-$729.4
	-$752.8
	-$777.4
	-$805.2

	Capital
	-$108.2
	-$145.1
	-$277.5
	-$468.2
	-$142.8
	-$101.3
	-$129.1
	-$174.1

	Other
	$10.0
	$9.3
	-$26.2
	-$22.4
	-$25.4
	-$16.7
	-$26.6
	-$20.4

	Ending Fund Balance
	$512.5
	$514.8
	$479.7
	$369.5
	$378.8
	$446.8
	$515.4
	$580.9

	 
	
	
	
	
	
	
	
	 

	Operating Reserve
	$26.9
	$57.0
	$57.5
	$58.1
	$60.4
	$62.4
	$64.4
	$66.7

	Bond Reserve
	$16.1
	$16.4
	$18.2
	$27.1
	$27.4
	$28.1
	$18.7
	$15.7

	Capital Reserve
	$104.7
	$170.9
	$100.0
	$97.0
	$94.0
	$108.0
	$99.0
	$77.0

	Revenue Fleet Reserve
	$82.6
	$84.7
	$70.3
	$29.5
	$50.8
	$78.0
	$101.5
	$122.8

	Funds Available for the 
Revenue Stabilization Reserve
	$282.2
	$185.8
	$233.8
	$157.8
	$146.1
	$170.3
	$231.7
	$298.6



Scenario 7 assumes restoration of planned cuts in 2015 and 2016, maintains current 30% Revenue Fleet Replacement Reserves and assumes issuance of $100 million in debt during 2016. This debt is assumed at 3% for 12 years and in this scenario would be used to fund Fleet purchases. This scenario allows the funding of a Revenue Stabilization Reserve fluctuating between $146 million and $298 million during the planning timeframe. 
Total Sales Tax Generated
for a Baseline and Recession Scenario 
Difference:  -$315 Million
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