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SUBJECT:  2008-2009 mid-biennium supplemental budget. 
SUMMARY:  Proposed Ordinance 2008-0584 requests supplemental funds for the King County Department of Transportation Director’s Office (KCDOT DO), Metro Transit operating funds, and the transit capital improvement program (CIP)
Background:  
Biennial Budget Background

The King County Charter was amended in 2003 to allow the county to move to biennial budgeting and in 2006 the council passed legislation establishing a biennial budget pilot program to test the concept. In February 2007 the council selected the Transit Division as the pilot biennial budget and the Operating Budget, Fiscal Management and Mental Health Committee held briefings throughout 2007 in preparation for transmittal of the 2008/2009 Transit Biennial Budget which was ultimately adopted in November 2007. 

Mid-Biennium Update

An anticipated benefit of biennial budget was the ability to make only minor mid-biennium adjustments enabling staff and councilmembers to focus energies elsewhere, but the current worldwide financial turmoil makes 2008 a bad year to test that assumption. The proposed supplemental budget legislation (Proposed Ordinance 2008-0584) is a major update of the 2008/2009 Transit Budget as well as updates the KCDOT DO budget

KCDOT Director’s Office

The KCDOT DO budget was proposed to increase to fund King County’s share of the Alaskan Way Viaduct Central Waterfront Tri-Agency planning process.  Additional proposed changes include converting temporary staffing related to emergency planning to regular full time staff, supplemental membership dues for the Puget Sound Clean Air agency and increasing federal lobbying on climate change and environmental issues.
Transit Budget Gap

Estimates of the Transit Budget shortfall have increased several times since concern was first raised in August 2008 as diesel fuel costs escalated. As shown in the following table, by September the projected gap had grown considerably, despite moderating fuel costs which were more than offset by dropping projections of revenue from the 0.9 percent Transit Local Option Sales Tax. 

Changes to Transit Biennial Budget and Financial Plan: Prior and Current Estimates
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Council Motion 12852 and the Executive’s Response

The executive’s initial response to the budget shortfall was to propose a 25-cent bus fare increase which would have closed approximately half of what was then thought to be a $22 million annual budget gap. As estimates of the gap widened, the executive proposed a second 25-cent fare increase for 2010 and provided a “conceptual framework” showing how he proposed to close the remaining budget gap. To a great extent, that gap-closing framework relied on drawing down reserves in the near-term and finding a new revenue source to avoid program cuts by 2011. In those August/September discussions, councilmembers sought more detail on the executive’s gap-closing strategy before deciding on a fare increase and the council ultimately adopted Motion 12852 stating its intentions and expectations for working with the executive to address the projected multi-year budget gap. The motion established the council’s intent to prioritize capital and operating expenditures to align with the Transit Division’s central mission of delivering transit service.

Following adoption of the Motion 12852, the executive transmitted Proposed Ordinance 2008-0584, which was largely unchanged from the conceptual framework discussed in September.  The executive’s proposal included reductions in capital program, small reductions in the operating program, reliance on $36 million of what should be a $51 million 30-day operating reserve, and a $0.50 fare increase effective February 1, 2009.
On Monday November 17th, the council enacted ordinance 16299, which raised the transit fares by $0.25 effective February 1, 2009 and then again by $0.25 on January 1, 2010.

Direction from the Budget Review and Adoption Committee (BRAC)
KCDOT Director’s Office Effects

The Director’s Office is funded by contributions from the transit, roads, fleet, airport, and marine divisions.  The BRAC extensively reviewed this budget and the functions carried out by the Director’s Office.  Given the exceptionally difficult funding environment for Metro Transit and the Road Services Division, BRAC’s direction was to include in the striking amendment a funding reduction together with direction on non-essential functions to be reduced.  The BRAC direction would also set the FTE level at 33.00, a reduction of 3.00 from the currently adopted budget and a reduction of 4.00 from the executive’s proposal.

The proposed reduction is -$250,000 from the proposed budget.  Areas called out for reduction include the following:

· Transit Oriented Development (-$119,000 and -2.00 FTEs) – as noted in the striking amendment’s findings, the Council is supportive of city-led TOD projects that benefit the Transit Division’s operating needs, but the transit funding crisis means that transit funds should not be used to underwrite this  function within the director’s office
· Federal Lobbying (-$90,000)

· Administrative Staffing (-$60,000 est. and -1.00 FTE)

The BRAC direction was to allow the director’s office to fill the requested 1.00 FTE for emergency management coordination, but would also require an additional 1.0 FTE reduction within the director’s office.
The BRAC direction included a number of provisos relating to department activities:

· Given the Director’s Office involvement in the Tri-Agency process for evaluating options for replacing the Central Waterfront section of the Alaskan Way Viaduct, $250,000 is reserved for an expert review panel analysis of the transportation impacts of the preferred replacement option that is expected to be proposed by the governor later this year.

· A report on grant requests, both retrospective and prospective, is required so the Council can be assured that the department is directing its requests to the County’s most urgent needs.

KCDOT Transit Division Effects

The direction from the BRAC would reduce the supplemental appropriation by $30.9M which represents a five percent cut to the 2009 transit operating budget. It is expected that the Transit Division will accomplish the reduction through a combination of:

· lower estimated fuel costs;

· lower COLA costs;

· savings from employee furloughs;

· savings from additional days of reduced bus service;

· cuts of vacant FTEs; and

· other program reductions which could include employee layoffs.

This reduction to the operating program would substantially reduce the proposed draw-down of the 30-Day Operating Reserve to close the 2009 Transit Budget gap.

The direction from the BRAC would also place a $12.8M contra in the Transit CIP to reflect the estimated difference in 2009 revenue between the executive-proposed 50-cent fare increase and the action taken by the council to phase-in the fare increase by 25 cents in 2009 and another 25 cents in 2010. The BRAC direction would limit the contra to the twelve CIP projects listed below and transfer the $12.8M in capital funding to the operating sub-fund in support of 2009 program expenditures. 
CIP Projects Subject to the $12.8M Contra

· Trolley Overhead Modifications
· Operating Facility Improvements

· Operator Comfort Stations

· Transit Asset Maintenance Program

· Information Systems Preservation

· Bus Safety and Access

· East King County Transit Corridor Improvements

· Regional Signal Priority

· Seashore Transit Corridor Improvements

· South King County Transit Corridor Improvements

· Bellevue Bus Layover

The direction from the BRAC would also add a new CIP project, Bus Shelters and Lighting, and shifts funding for those capital investments from the current Bus Zone Safety and Access CIP project which retains funding for other bus zone capital investments.  

Provisos and Expenditure Restrictions

The BRAC direction included several provisos and expenditure restrictions related to the reduced operating and capital program appropriations.

· A portion of the appropriation is restricted to be spent only to maintain the current level of bus service and to add service in 2009 as planned, including Transit Now service. 

· A proviso limits application of the $12.8M CIP contra to a specific list of CIP projects

· $700,000 of the appropriation is restricted to fund a Transit Management and Operations Audit

· A proviso calls for transmittal of an analysis of student transit issues and related fare and pass price policy recommendations
· A proviso calls for an evaluation of the use of ride-free areas within King County to accompany the executive-proposed 2009 update of the Transit Comprehensive Plan.  The evaluation is to address jurisdictional equity, cost recovery, and growth management issues.

Amendment

· Subsequent to the BRAC discussions an amendment to the student transit proviso (above) would expand the required analysis and recommendation to include other categories of discounted fares and passes. 

REASONABLENESS: Staff is developing a striking amendment for consideration which would embody the BRAC directions described in this report. 
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1. Proposed Ordinance 2008-0584
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