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SUMMARY: Today’s meeting will focus upon the Transit Financial Plan as it relates to the resources available to implement the service and capital initiatives in the proposed 2002-2007 Six-Year Plan.
The Transit Division of the King County Department of Transportation (KCDOT) maintains a financial plan for the Public Transportation Fund (PTF) which is a county enterprise fund (as distinct from the county’s general fund) through which revenues are received and appropriations made to cover the entire range of transit operating and capital activities.  As described in the 1999 Transit Management Audit, the financial plan is:
A six-year forecast of annual revenues, grant funds, borrowing needs, operating expenses, debt service and capital project expenditures.  It is presented as a cash flow statement, including fund balances, for the PTF as a whole and for its subfunds.
The 2002-2007 financial plan attached to this staff report consists of one page for the overall PTF and one page for each PTF sub-fund:
· Operating Sub-Fund: the portion of PTF revenues, expenditures and reserves directed toward operation of bus, trolley, vanpool, ADA paratransit services.  This includes a share of KCDOT administration costs as well as Transit Division administration and support functions such as service planning, route scheduling, research and customer service.
· Capital Sub-Fund: the portion of PTF revenues, expenditures and reserves supporting construction and major maintenance of transit properties such as bus bases, park & ride lots, bus shelters, and trolley electrical substations.
· Revenue-Fleet Replacement Sub-Fund: annual appropriations to this sub-fund maintain a balance sufficient (when combined with federal grants and bus salvage value) to fund replacement of buses on a schedule established in the fleet plan.
· Cross-Border Lease Sub-Fund: maintains a balance to cover lease payments through 2004 resulting from a one time cost-saving initiative whereby new buses were sold to foreign investors seeking tax advantages in their own country and then leased back to King County.
While it is not part of the Six-Year Plan, the financial plan plays a key role in its development and adoption.  Throughout the Six-Year Plan process, an assumption is made about how much new service will be available to implement its initiatives, an assumption that must be backed in the financial plan by an identified, ongoing revenue stream. So, when it is said that the proposed 2002-2007 Six-Year Plan identifies 400,000 hours of service improvements, but assumes only 65,000 hours, that is based upon a financial plan with revenue sufficient only to support that lower level of new service.
But the PTF’s major revenue stream, the transit local option sales tax, does not arrive earmarked for service, capital, administration or any other specific transit function.  That distribution of resources is determined through the balancing of needs that takes place initially in the Six-Year Plan and is later carried forward, or modified, in annual Transit Division budgets and Capital Improvement Program (CIP) updates.  The financial plan is a detailed display of the outcome of that “needs balancing” and is revised several times during the year.  Initially, a financial plan is developed to reflect the council’s action in adopting a new CIP and an operating budget for the following year.  It is later revised to incorporate changes in the revenue picture and to inform development of a budget and CIP proposal for the following year.  
The version of the Transit Financial Plan attached to this staff report corresponds to the adopted 2002 budget and the 2002-2007 CIP and it assumes revenues sufficient to support the addition of 400,000 hours service between over the next six years.  Lower sales tax forecasts received since adoption of that budget and CIP, have significantly changed the transit revenue picture and reduced the new service assumption to 65,000 hours (see attached Financial Plan Review materials from the Feb. 27, 2002 Transportation Committee meeting).  In response to the lower revenue assumptions, a partially updated Transit Financial Plan is included with the proposed Six-Year Plan as 

Appendix F.  
With the current economic instability, there is an unusual degree of uncertainty in the revenue and expenditure assumptions of the Transit Financial Plan.  This will become more apparent when the RTC considers the capital element of the proposed Six-Year Plan where the revenue drop will affect the timing of projects linked to service growth, such as a new south county bus base, while other projects may be scaled-back or abandoned.
Recent actions by the state legislature have introduced another set of unknowns into local transit agency financial planning.  Statewide and regional funding measures were enacted to provide new funding sources for transportation improvements, subject to voter approval.  These were not anticipated by the current Transit Financial Plan but may materialize during the life of the proposed Six-Year Plan. 
The statewide package (HB 2969 and SB 6347) includes the following  revenue sources:
· 9-cent gas tax increase
· gross weight license fees

· 1% sales tax on new and used vehicles 

· highway bonds

While the bulk of the revenue generated would be directed to road improvements, local transit agencies would benefit in several ways.  King County DOT calculates that Metro Transit would receive approximately $10.7 M annually for new service.  Applying Metro’s $80.00 average cost-per-service-hour, that would translate to approximately 134,000 new hours.  Additional, as yet undetermined, amounts would be available for park and ride lots, and commute trip reduction (CTR) efforts, including vanpools.
The other transportation package passed by the legislature, the Regional Transportation Investment Bill (ESSSB 6140) would allow voters in King, Pierce and Snohomish Counties to choose from the following revenue sources:

· sales and use tax up to 0.5%, excluding vehicles
· vehicle fee of up to $100/year

· tolls on new or reconstructed facilities

· unused county HOV taxes ($2 per employee and a local MVET up to 0.3%)

· commercial parking tax

While primarily directed toward road improvements, and explicitly not intended to fund  transit operations,  these new revenues could be used for transit capital needs including park and ride lots, bus pullouts and bus and van purchases.  Multi-modal improvements such as HOV lanes would also qualify.

The Transit Financial Policies (attached) are another major factor in shaping the Financial Plan.  They are intended to be adopted annually by the council based upon a review and recommendation by the RTC.  Several have a direct bearing upon the Financial Plan and others relate to the allocation of new transit service.  
ATTACHMENTS:
1. Public Transportation Enterprise Fund Financial Plan: 2002 Adopted Budget
2. Financial Plan Review, from the Feb. 27, 2002 Transportation Committee Meeting

3. Transit Program Financial Policies
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