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SUBJECT: Transit Service Efficiency Performance Audit and Transit Management and Operations Audit
SUMMARY: The committee will be briefed on the status of two related transit audits underway under the direction of the King County Auditor.  This briefing is in advance of finalization of the Audit Scope of Work, and in keeping with the Auditor’s schedule to produce results that are timely and relevant to the 2010/2011 budget process.

BACKGROUND: 
2008-2009 Supplemental Budget Actions

In 2008, the King County Transit Division experienced a year of high volatility in fuel prices, capped by worldwide financial crisis.  For the Transit Division, the financial crisis resulted in reduced sales tax revenues, the primary funding source for Metro transit service.  Specifically, a $90 million gap was identified for the 2008-2009 biennium budget period and then a gap of approximately $90 million each year thereafter.

As a result of this significant, on-going financial gap, the County Executive transmitted a supplemental biennium budget request to address this gap.  The Executive’s proposal used reserve funds to balance the transit budget until reserves were exhausted or a new revenue source was approved.  Following discussions with the Executive, the County Council adopted a supplemental budget that required the Transit Division to begin addressing the structural financial gap through a broad series of actions.  The actions associated with this holistic approach are detailed in Table 1.

Table 1: Council Directed Actions to Begin Addressing the King County Transit Financial Gap
	Action
	Current Status

	Reduce requested operating budget authority by 5%
	$28 million reduction adopted with 08-09 supplemental budget

	Defer Capital Improvement Program during structural organization evaluation period
	$12.8 million reduction in CIP and funds transferred to operating budget adopted with 08-09 supplemental budget

	Evaluate and prioritize the division’s operations, administration, and delivery of service
	$2.5 million proviso adopted that requires structural/organizational evaluation and reporting during 1st quarter 2009.  This effort is underway; the first of three monthly reports has been received and is attached to this staff report

	Reduce capital program expenses
	The Division took the concept of developing partnership programs under advisement (disposition unknown)

	Expand the audit to division-wide focusing on management and operations elements
	The audit was funded through the budget and is underway within the KC Auditor’s office.  

	Increase the transparency of the capital program
	Included in the audit

	Engage in a discussion of policy related issues that would affect funding decisions, including: transit fares, ride-free zones, transit oriented developments, et al.
	Provisos adopted and work is underway by the division

	Reduce future operating and capital changes
	The Division took the concept under advisement, though this would be a 2010/2011 budget discussion

	Increase revenues
	1. A $0.25 regular fare increase has been approved by Council for February 1, 2009 with a second $0.25 increase effective January 1, 2010

2. Capitalizing on the Alaskan Way Viaduct program and broader transportation needs, the Executive, the Governor, and the Mayor of Seattle have begun discussions with the Legislature related to a 1% Motor Vehicle Excise Tax


Service Efficiency Performance Audit 

In June 2008, the Council initiated a performance audit to evaluate the efficiency with which the Transit Division allocates its limited resources to provide transit service.  The County competitively selected the audit firm of Booz Allen Hamilton and executed a consultant a contract, signed in December 2008. This performance audit is being managed by staff of the King County Auditor with the goal of producing a final report and recommendations in the third quarter of 2009 to be available to the Council during consideration of the executive-proposed 2010/2011 Transit Biennial Budget. However, a mid-audit report by the King County Auditor will be provided in the second quarter of 2009. 
The consultants' initial work item was to develop a detailed work program, under general direction from the auditor, based on the Council’s direction.  That work program (Attachment 2) has been approved by the auditor and the work is underway. The work program groups audit tasks in five general categories:
· service design
· scheduling practices
· labor contract provisions
· operating practices
· data and software utilization
Audit Expansion: Operations and Management
In a November 2008 supplemental budget action (Ordinance 16310), the Council set aside funds to expand the initial performance audit, adding management and operations audit elements. This expanded audit was the Council's response to forecasts of a $90 million annual gap in the Transit Division's budget, resulting from lower transit sales tax revenues.  A detailed scope for the expanded audit, outlined in the Combined Work Plan (Attachment 3), will be developed in five general categories:

· vehicle maintenance
· paratransit and rideshare

· staffing and organizational structure

· financial and capital planning

· strategic analysis

The expanded audit will also be directed by King County Auditor staff, with some tasks to be performed in-house and others by the Booz Allen Hamilton consultant team. The auditors’ recommendations will inform the structural business and operations planning which the Transit Division will undertake as it develops a 2010/2011 biennial budget proposal. The audit results will also assist the Council in reviewing the biennial budget proposal. 
ATTACHMENTS:

1. Response 1 of 3 to Ordinance 16310 Section 4, P5 
2. Performance Audit of Metro Transit, Consultant Work Tasks

3. Transit Audit, Combined Work Plan

4. Transit Audit Milestones
ATTENDING:
Ron Perry, King County Auditor’s Office

Kymber Waltmunson, King County Auditor’s Office

Kevin Desmond, General Manager, Transit Division


