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SUBJECT

Today’s briefing will provide an overview of the Metro Connects funding gap; funding sources that could be used to implement Metro Connects; and the relationship between the County’s 2023-2024 biennial budget and the implementation of Metro Connects. 

SUMMARY

Metro’s adopted long-range plan, Metro Connects,[footnoteRef:1] is planned around two future transit networks: an Interim Network, which is planned for the mid- to late-2030s, when Link light rail reaches Ballard and West Seattle; and a 2050 Network, which is planned around VISION 2050, the region’s adopted growth management plan. Metro Connects plans for 7.25 million annual hours of transit service by 2050, up from 3.85 million hours in 2019, but is not fully funded. Today’s briefing will address: [1:  Ordinance 19367] 


· Funding gap: The adopted Metro Connects estimates the funding shortfall as:
· Interim Network Gap: $7.1 billion for capital, $423 million/year for service
· 2050 Network Gap: $18 billion for capital, $724 million/year for service

Since 2021, projections for sales tax, state, and federal funding have increased by approximately $10.4 billion through 2050, which will reduce the funding gap.

· Funding sources: The Metro Connects Implementation Report,[footnoteRef:2] which the RTC and Council reviewed last year, summarized funding sources currently available to the King County Transportation District (KCTD), Metro Transit, and King County, as well as potential sources not yet authorized. Possible funding sources include both voter-approved and councilmanic sources. [2:  Motion 16155] 


· 2023-2024 budget: Metro’s 2023-2024 budget focuses on service recovery, with funding appropriated to restore 151,200 of the 350,000 County-funded service hours that were reduced as of late 2022. To reach the Interim Network, Metro must grow by an average of 110,000 new service hours each year for the next 15 years. The adopted budget would not fund service growth in 2023 or 2024.


BACKGROUND 

Metro Connects long-range plan. Metro Connects[footnoteRef:3] is Metro’s adopted vision for the future. It outlines an expanded service network to be developed through an Interim Network (by the mid- to late-2030s, to synchronize with Sound Transit expansion) and a 2050 Network. By 2050, Metro Connects envisions a transit system with: [3:  Ordinance 19367, Attachment C (link)] 


· 7.25 million annual service hours, up from 3.85 million in 2019
· 200 million annual riders, up from 121 million in 2019
· 19-23 RapidRide lines, up from six in 2019
· $28.3 billion in associated capital improvements

Metro Connects is not fully funded, so additional funding will be needed to achieve the long-range vision.

Motion 15252 and 2019 Metro status report. The original Metro Connects,[footnoteRef:4] which envisioned future service networks in 2025 and 2040, was also not fully funded. In response, in 2018, the Council adopted Motion 15252, which asked the Executive to begin the work of updating Metro Connects and to initiate a regional planning process to develop a funding plan to implement Metro Connects. [4:  Ordinance 18449] 


Metro’s 2019 status report on the regional planning effort[footnoteRef:5] described the work Metro was undertaking to update Metro Connects; the engagement with transit stakeholders, regional leaders, and community members to explore transit needs; and funding sources that could potentially be used to implement Metro Connects. The report included tables showing potential transit funding sources available to the King County Transportation District (KCTD),[footnoteRef:6] Metro Transit,[footnoteRef:7] and King County. [5:  2019-RPT0075 (link)]  [6:  RCW 36.73 allows for the creation of local transportation benefit districts and provides funding authority. In 2014, King County created the King County Transportation District (KCTD) as the County’s transportation benefit district through Ordinance 17746. The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council.]  [7:  As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. Metro is currently imposing the maximum allowed sales tax. ] 


2020 KCTD resolution and Seattle transit measure renewal. In early 2020, King County’s transportation benefit district, the King County Transportation District (KCTD) began deliberations on a resolution[footnoteRef:8] that would submit a 0.2 percent sales tax measure for public transportation and mobility services to King County voters at the August 4, 2020, election. With the onset of the COVID-19 pandemic, KCTD members tabled these deliberations and postponed the discussion of a countywide transit funding measure. In November 2020, Seattle voters approved the renewal of a transit funding measure[footnoteRef:9] that provides enhanced transit service within Seattle.[footnoteRef:10]  [8:  King County Transportation District TD2020-01 (link)]  [9:  In November 2014, Seattle voters approved a six-year transportation funding measure comprised of a 0.1% sales and use tax and a $60 vehicle license fee, In November 2020, Seattle voters renewed the funding measure, by approving a 0.15% sales and use tax that expires on March 31, 2027. The ballot renewal was authorized by the Seattle City Council through Ordinance 126115 and imposed through Ordinance 126250.]  [10:  In early 2020, prior to the onset of the pandemic, the Seattle measure was funding nearly 359,000 annual service hours of enhanced Metro service. Currently, the new Seattle measure, which is smaller than the original measure and has a larger set of priorities, is funding approximately 183,000 annual service hours with an additional 55,000 hours that had been suspended during the pandemic planned for restoration during 2022.] 


2021 Metro Connects update. In 2021, when the updated Metro Connects was adopted,[footnoteRef:11] Metro estimated there would be a funding gap equal to approximately 38.7 percent of service costs and 61.7 percent of capital costs for the Interim Network; and 49.4 percent of service costs and 63.6 percent of capital costs for the 2050 Network. Table 1 shows estimated costs and the funding gap as described in Metro Connects: [11:  Ordinance 19367, Attachment C] 


Table 1. Metro Connects Estimated Costs and Funding Gap (2021)

	
	Interim Network
	2050 Network

	Total Service Costs 
	5.5 million hours/year or
	7.25 million hours/year or

	
	$1.092 billion/year
	$1.466 billion/year

	Unfunded Service Costs 
	2.13 million hours/year or
	3.58 million hours/year or

	
	$423 million/year
	$724 million/year

	Percent Service Costs Unfunded
	38.7%
	49.4%

	Total Capital Costs YOE$[footnoteRef:12] [12:  YOE$ = Year-of-expenditure $] 

	$11.5 billion
	$28.3 billion

	Unfunded Capital Costs YOE$ 
	$7.1 billion
	$18 billion

	Percent Capital Costs Unfunded
	61.7%
	63.6%


Source: Metro Connects (2021)

Metro Connects Implementation Report. In response to the anticipated shortfall in funding to implement Metro Connects, Ordinance 19367, which adopted the 2021 updates to Metro’s policy documents, including Metro Connects, included a requirement that Metro transmit a Metro Connects Implementation Report in May 2022 outlining potential funding sources and the Executive’s outreach and engagement strategy around transit funding. 

The Metro Connects Implementation Report,[footnoteRef:13] which was reviewed by the RTC and Council last year, summarized the capital and service costs for Metro Connects’ Interim Network and 2050 Network, as estimated in 2021; the capital and service revenue estimates as of 2021, when Metro Connects was transmitted for RTC and Council review, along with updated information based on early 2022 revenue estimates; a list of potential funding sources that could be used to implement Metro Connects; and a summary of existing and planned engagement efforts. [13:  Motion 16155] 


Costs to implement Metro Connects. The Metro Connects Implementation Report summarized the service and capital cost estimates that were prepared when Metro Connects was transmitted to the RTC and Council in 2021. Table 2 summarizes the service and capital cost estimates from Metro Connects. 

Table 2. Metro Connects Estimated Costs (2021)

	
	Interim Network
	2050 Network

	Service Costs 
	5.5 million service hours or
	7.25 million service hours or

	
	$1.092 billion/year
	$1.466 billion/year

	Capital Costs YOE$[footnoteRef:14]  [14:  YOE$ = Year-of-expenditure $] 

	$11.5 billion
	$28.3 billion


Source: Metro Connects (2021)

Funding gap for Metro Connects. The Metro Connects Implementation Report summarized the estimates of available funding for service and capital costs that were prepared when Metro Connects was transmitted to the RTC and Council in 2021, as well as the funding gap that would result. Table 3 summarizes these service and capital cost funding gap estimates.

Table 3. Metro Connects Estimated Funding Gap (2021)

	
	Interim Network
	2050 Network

	Service Funding Gap 
	2.13 million service hours or
	3.58 million service hours or

	
	$423 million/year
	$724 million/year

	Service Funding Gap % of Total
	38.7%
	49.4%

	Capital Funding Gap
	$7.1 billion
	$18 billion

	Capital Funding Gap % of Total
	61.7%
	63.6%


Source: Metro Connects (2021)

As of mid-2022, several changes had reduced the size of the Metro Connects funding gap by approximately $10.4 billion through 2050.

· Sales tax estimates (+$9.3 billion): As of March 2022, sales tax estimates for Metro are approximately $9.3 billion higher through 2050 than the 2021 estimates that were incorporated into Metro Connects.[footnoteRef:15]  [15:  Sales tax estimates for King County are prepared by the Office of Economic and Financial Analysis (OEFA) (link)] 


· Federal funding awards (+$600 million): One-time awards made to Metro through the Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA) and American Rescue Plan Act (ARPA) provided $600 million in additional one-time funding that was not included in the estimates developed for Metro Connects.

· Move Ahead Washington (+$485 million): The State’s 2022 transportation investment program, which includes $3 billion in funding for transit programs and projects statewide, including $1.45 billion in transit support grants,[footnoteRef:16] is estimated to provide approximately $485 million in additional revenue to Metro over the next 16 years above the estimates developed for Metro Connects. [16:  Chapter 47.66 RCW] 


These additional revenues will help reduce, but will not eliminate, the funding gap. However, it is important to note that these numbers will fluctuate based on rising operating and capital costs, and regular changes to revenue forecasts. The current numbers are based on the July/August forecast that informed the budget; a new forecast is coming in March.

Potential funding sources. The Metro Connects Implementation Report summarized potential councilmanic and voter-approved funding sources available to the King County Transportation District (KCTD), Metro, and King County. Funding sources for which there is existing authority can be seen in Attachment 2 to this staff report. 

· King County Transportation District. State law[footnoteRef:17] allows for the creation of local transportation benefit districts. In 2014, King County created a transportation benefit district, the King County Transportation District (KCTD).[footnoteRef:18] The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council. Funding sources for which there is existing authority include: [17:  RCW 36.73]  [18:  Ordinance 17746] 

· Vehicle license fee: councilmanic up to $50, voter-approved up to $100
· Sales tax: councilmanic up to 0.1 percent, voter-approved up to 0.2 percent 
· Project- or property-specific: the KCTD can levy development impact fees, create local improvement districts, and impose tolls, though there are limits to how and when these can be implemented
· Property tax excess levy: the KCTD can seek voter approval (60 percent required) for an excess levy to support a bond issue

· Metro. As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. Metro is currently imposing the maximum allowed sales tax and other allowed funding sources are similar to or the same as authority available to King County government. 

· King County. As a government, King County has a number of funding sources available to fund transit. Most of the funding sources available to King County are either already being imposed to their full extent or are committed to other uses.

Cities have access to a number of funding sources that could be applied to support transit, including: 
· City transportation benefit districts, 
· Commercial parking taxes, 
· Transportation impact fees, 
· Flexible funding sources (property tax, business & occupation tax, sales, and utility taxes), and 
· Local motor vehicle fuel taxes and rental car sales taxes. 

There are also potential funding sources that would require authority to be granted by the State Legislature or other entities. These could include:
· User fees, such as mileage or road usage charges[footnoteRef:19] or local option tolls [19:  The Puget Sound Regional Council’s 2022 Regional Transportation Plan (link), which will be considered by the General Assembly on May 26, 2022, incorporates a potential Road Usage Charge beginning in the 2030s into its estimates for both transportation funding and for reducing vehicle miles traveled and greenhouse gas emissions.] 

· Employee head or payroll taxes
· License service fee increases
· An increase in the transit share of the motor vehicle excise tax or a local motor vehicle fuel tax
· Lifting the current one percent cap on property tax levy growth
· Generating additional revenue from property through local improvement districts, tax increment financing, or other measures

2023-2024 budget. Metro’s 2023-2024 adopted biennial budget focuses on service recovery. The budget appropriates funding for a net of 191,400 additional service hours during 2023 and 2024 (above the level of service that was operating in late 2022), most of which would be focused on service recovery. Table 4 summarizes the service hour additions (and reductions) during the biennium, by funding source, as proposed at the time the 2023-2024 budget[footnoteRef:20] was adopted. While the budget provides funding for service recovery, Metro’s ability to implement relies on workforce availability. [20:  Ordinance 19546] 


Table 4. 2023-2024 Proposed Service Plan by Funding Source
	Service Changes
	Spring 
2023
	Fall 
2023
	Spring 
2024
	Fall 
2024
	TOTAL

	Service Guidelines
	
	
	
	
	

	Service Recovery
	
	66,000
	37,200
	48,000
	151,200

	Run-time impacts (Eastlake)[footnoteRef:21]  [21:  The Run-Time Impacts investment reflects hours planned for Fall 2023 to address Eastlake layover impacts for Routes 101, 102, and 150. ] 

	
	20,000
	
	
	20,000

	RapidRide
	4,000
	0
	0
	26,000
	30,000

	Fixed route DART conversion
	
	(4,200)
	(7,200)
	
	(11,400)

	King County Metro funded
	4,000
	81,800
	30,000
	74,000
	189,800

	City of Seattle funded
	
	20,000
	20,000
	30,000
	70,000

	Sound Transit funded[footnoteRef:22] [22:  Reflects Sound Transit express bus service hours planned to be reduced following the opening of future Link light rail extensions.] 

	
	(51,600)
	
	(16,800)
	(68,400)

	Partner funded
	0
	(31,600)
	20,000
	13,200
	1,600

	Total Hours
	4,000
	50,200
	50,000
	87,200
	191,400



As Table 4 shows, there are no service hours included in Metro’s proposed service plan for 2023-2024 specifically for Service Guidelines investments, including for the service growth that would be needed to grow the transit system to achieve the Interim Network. 

Metro’s 2022 System Evaluation report[footnoteRef:23] states that, to achieve the Interim Network, an average of 110,000 new service hours must be added to the system each year for the next 15 years, for a total investment of 1,644,200 service hours. The 2023-2024 budget does not fund any growth in service hours, however. Instead, the bulk of the service hours funded that were proposed at the time the budget was being considered were for service recovery.  [23:  Proposed Motion 2022-0437] 


As of late 2022, Metro was operating approximately 3500,000 fewer County-funded service hours than in 2019. As part of the service plan that was submitted to the Council during deliberations on the 2023-2024 budget, Metro had proposed to restore 151,200 hours during the 2023-2024 biennium, as well as 30,000 hours for two new RapidRide lines: 4,000 hours for the H Line (Burien to Downtown Seattle), which is planned to begin service in Spring 2023; and 26,000 hours for the G Line (Madison Valley to Downtown Seattle), which is planned to begin service in Fall 2024. 

Metro stated at the time that the process to recover service would be based on the adopted Service Guidelines and community engagement around local needs and changing ridership patterns. The Service Recovery Plan[footnoteRef:24] transmitted in early 2023 adds more information, including Metro’s proposed approach of using geographically focused service restructures to guide service recovery. Service recovery might not align with the investment needs identified in the 2022 System Evaluation. [24:  Proposed Ordinance 2023-0035] 


ATTACHMENTS

1. Summary of Metro Connects funding gap
2. Summary of funding source information from Appendix C of Metro Connects Implementation Report

INVITED

· Geoff Kaiser, Special Projects Manager, Finance & Administration Division, Metro Transit Department
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