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Metropolitan King County Council
Budget & Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	8
	Name:
	Mary Bourguignon

	Proposed No.:
	2025-B0115
	Date:
	August 27, 2025



SUBJECT

Today’s briefing will provide information about Metro’s 2028-2029 biennium reserve levels, in response to a budget proviso. 

SUMMARY

Metro’s adopted 2025 budget is $2.1 billion, combined operating and capital.[footnoteRef:1] Its services are supported by a dedicated 0.9% sales tax; federal and state grants; contracts for service; fares; and a dedicated property tax for water taxi service. [1:  Ordinance 19861] 


When the 2025 budget was transmitted, Metro’s financial plan indicated that expenditures were outpacing reserves and projected a $500 million shortfall in reserves by the 2028-2029 biennium. The Executive indicated at the time that the 2026-2027 budget would include proposals to mitigate these challenges.

In response to the projected reserve shortfall, the Council included a proviso[footnoteRef:2] asking the Executive to brief the BFM Committee on Metro’s 2028-2029 biennium total reserve levels by June 19, 2025. The briefing was to include potential impacts to Metro’s operating budget, potential actions that could result in increased revenue to support Metro’s operations, potential impacts to Metro’s infrastructure capital or revenue fleet budgets, and potential requests for additional revenue support for Metro.  [2:  Ordinance 19861, Section 115, Proviso P1] 


BACKGROUND 

King County’s Metro Transit Department (Metro) is the largest provider of public transit in the region, operating fixed-route bus and water taxi service, as well as accessible, flexible, and shared services. Metro also operates Link light rail and Sound Transit Express bus service under contract to Sound Transit; and the Seattle Streetcar under contract to the City of Seattle. Metro currently operates approximately 3.9 million transit service hours a year with approximately 87 million boardings anticipated this year, an average of 300,000 boardings each weekday.

Metro’s adopted 2025 budget is $2.1 billion, combined operating and capital.[footnoteRef:3] Its services are supported by a dedicated 0.9% sales tax; federal and state grants; contracts for service; fares; and a dedicated property tax for water taxi service. [3:  Ordinance 19861] 


When the 2025 budget was transmitted, the Executive described it as “transitional” and noted that it largely extended policy direction from the 2023-2024 budget. However, because expenditures were outpacing revenues, Metro’s accompanying financial plan anticipated a projected $500 million shortfall in reserves by the 2028-2029 biennium. The Executive indicated that the 2026-2027 budget would include proposals to mitigate these challenges.

The Council’s budget deliberations identified six key issues that could affect ongoing revenues and expenditures, and therefore, reserve levels:

· Ridership and service, with weekday ridership in Fall 2024 at 64% of pre-pandemic levels, but service at 87% of pre-pandemic levels.

· Fares and fund management, with Metro collecting on average $150 million per year less in farebox revenues than pre-pandemic, due to the changing levels of ridership and service, increasing levels of transfers (and therefore revenue split) following the increase in Sound Transit’s Link light rail service, a reduction in Business Passport (employer-subsidized) fare revenue, and increased fare evasion. 

· Safety and security concerns that required additional resources for increased numbers of contracted transit security officers and Metro Transit Police deputies, additional bus and bus stop cleaning, and behavioral health support.

· Operational capacity issues, specifically challenges recruiting and retaining employees that limited Metro’s ability to restore service, required additional resources for training, and led to a 2023 collective bargaining agreement[footnoteRef:4] that included retention and recruitment bonuses with Metro’s largest labor partner, the Amalgamated Transit Union (ATU), Local 587. Note that this collective bargaining agreement expires in October 2025.  [4:  Ordinance 19668 covers the three-year period from November 1, 2022, through October 31, 2025.] 


· The transition to zero-emission to satisfy the goal in the King County Code of achieving a 100% zero-emission vanpool fleet by 2030 and a 100% zero-emission bus fleet by 2035, which will require the conversion of each base and replacement of the fleet, with appropriations of nearly $500 million in 2025.

· RapidRide expansion and the implementation of Metro Connects, which will require ongoing capital and service investments. The Metro Connects long-range plan was adopted as an unconstrained plan, meaning that it is not fully funded.

A related issue, which was not anticipated during deliberations on the 2025 budget is the changing landscape surrounding federal funding, which could affect both operational and capital grant funding. As of early 2025, Metro anticipated receiving $125 million in 2025 and $129 million in 2026 in Federal Transit Administration formula funding. In addition, Metro had received more than $100 million in grant commitments in recent years for bus fleet purchases and RapidRide implementation.

Budget actions. In response to the anticipated reserve shortfall by the 2028-2029 biennium, the Council included a proviso[footnoteRef:5] asking the Executive to brief the BFM Committee on Metro’s 2028-2029 biennium total reserve levels by June 19, 2025. The briefing was to include potential impacts to Metro’s operating budget, potential actions that could result in increased revenue to support Metro’s operations, potential impacts to Metro’s infrastructure capital or revenue fleet budgets, and potential requests for additional revenue support for Metro. [5:  Ordinance 19861, Section 115, Proviso P1] 


	P1 PROVIDED THAT:

	Of this appropriation, $100,000 shall not be expended or encumbered until the executive provides a briefing to the budget and fiscal management committee or its successor on the Metro transit department's 2028-2029 biennium total reserve levels, defined as the sum of the individual reserves and designations in the reserves category of the public transportation fund, which are expected to be below the level required in the fund management policies for the public transportation fund in Ordinance 18321.  The briefing shall include, but not be limited to, the following:

	A.  Potential impacts to the Metro transit department's operating budget, including, but not limited to, transit service, staffing, or operating procedures;

	B.  Potential actions that could result in increased revenue to support the Metro transit department's operating or capital budgets, including, but not limited to, actions to increase adult fare ridership, actions to increase transit farebox revenues, or actions to increase grant funding or support from partner jurisdictions or partner agencies;

	C.  Potential impacts to the Metro transit department's infrastructure capital or revenue fleet budgets, including, but not limited to, reducing, reprioritizing, modifying, or delaying planned capital investments or planned fleet purchases; and

	D.  Potential requests for additional revenue support for the Metro transit department.

	The executive should provide the briefing required by this by June 19, 2025.

Today’s briefing will respond to the proviso.

INVITED

· Jeannie Miller, Assistant General Manager, Finance & Administration, Metro Transit Department
· Geoff Kaiser, Director of Budget & Financial Planning, Finance & Administration Division, Metro Transit Department

ATTACHMENTS

1. Metro reserves presentation
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