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Summary

This Transit Management Audit for the King County Department of Transporta-
tion was conducted under contract to the King County Auditor.

Transit services in King County are managed primarily by the Transit Division of
the Department of Transportation (DOT). The audit focused on policy and
organizational issues associated with the merger of King County and the Munici-
pality of Metropolitan Seattle (“Metro”). The merger was approved by voters in late
1992, initiated in 1994, and fully implemented in 1996.

The objectives of the audit were to:

e evaluate the integration of the Transit Division into the structure of
the County, including the policy-making structure;

e identify potential efficiencies affecting Transit Division operations;
e evaluate the Transit Division’s implementation of County policies;
e evaluate the Transit Division’s financial policies and plans; and

e evaluate the effectiveness of the Transit Division’s management
controls.

We found that the merger improved the decision-making process for new services
and related expenditures, and improved the efficiency and effectiveness of transit
operations. Since the merger, transit service has been expanded by 19%, ridership
has grown by 15%, and cost has increased 22% (just 9% net of inflation). These are
remarkable results for a large urban transit system.

The merger also introduced changes in policy, administrative practices, and organi-
zation that have been difficult for transit managers and staff to understand and
accept, particularly if the change increased the complexity or difficulty of doing
their jobs. In some cases, these concerns abated with the passage of time and the
increased familiarity of former Metro staff with the new institutional environment.
Nonetheless, many legitimate concerns were expressed to us, and clear examples of
policy and procedural conflicts were identified.

There are three general themes to our findings and recommendations. First, the
special operational and administrative needs of transit should be more precisely
articulated by transit staff, more clearly understood by other County staff, and
should be accommodated when it makes good business sense to do so. Second, the
Transit Division needs to expand its management focus to include greater attention
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to the capital program, and to the evaluation of its resource allocation practices.
Third, the County should delegate more authority to transit and elevate its stature
within the Executive branch, to improve accountability for this critical public
service and to facilitate the resolution of interdepartmental issues affecting transit
service delivery.

Our key findings and recommendations are summarized below.

THE MERGER CREATED A MORE DECISIVE POLICY-MAKING STRUCTURE

Prior to 1994, transit services in King County were the responsibility of a special-
purpose government — the Municipality of Metropolitan Seattle (“Metro”). The
Metro Council, which was the legislative body of Metro, was comprised of 45
members at its end. Among its members were the King County Council, the King
County Executive, the Mayor of the City of Seattle, the Seattle City Council,
elected officials of suburban cities, and representatives from sewer districts and
unincorporated areas. The breadth of interests represented on the Metro Council
made the policy-setting process complicated and time-consuming. This is one of
the factors that led critics of Metro to characterize it as a “staff-driven agency.”

The merger of Metro and King County was initiated in 1994, slightly over a year
after a November, 1992 public vote to merge the two governments. Accompanying
the merger was an expansion of the King County Council to thirteen members, and
the creation of three regional committees — the Regional Policy Committee, the
Regional Transit Committee, and the Regional Wastewater Committee. These
committees include representatives from the City of Seattle, suburban cities, and
the County Council. The committees recommend the adoption of plans and
policies to the County Council.

Since the time of the merger, the County adopted — and has largely implemented
— an expansive six-year transit plan. Through 1997, transit service increased by
19% compared to pre-merger transit services. This is the largest service expansion
since the late 1970s. It was accomplished at reasonable cost — the cost per hour for
transit service increased at less than the rate of inflation during this period. Transit
Division management credits the new Council and regional committee structure as
instrumental in facilitating the development of the six-year plan and its implemen-
tation. According to these managers, it is doubtful that the Metro Council would
have acted decisively on such a fast-paced and large service increase.

The mechanics of the merger, and its effect on the policy-setting process, are presented in
chapter 1.
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TRANSIT PERFORMANCE COMPARES FAVORABLY TO PEERS AND TO
HISTORICAL TRENDS

The County’s transit performance has been almost uniformly positive since the
merger, though some functions deserve attention:

e Performance has improved since the merger. Cost per platform hour
increased slightly (0.7% annually) since 1993, but fell by 2.5%
annually in real terms (i.e., net of inflation), as did the cost per passen-
ger boarding. Passenger boardings per platform hour increased by
0.3% annually. These results are remarkable given the large increase in
service that occurred in this period — 19% more hours of service were
operated in 1997 than in 1993, and passenger boardings are 15%
higher. It is rare for a large urban transit system to achieve these results
while expanding service so dramatically.

e Metro Transit is a more efficient operation than its peers, and its
efficiency is improving. Operating cost per revenue hour is 4% better
(i.e., lower) than the peer average, and has improved (i.e., declined) at
an average annual rate of 3% since 1995.

e Metro Transit’s performance with respect to effectiveness and cost
effectiveness depends on how one measures the consumption of
service. It ranked near the bottom of the peer group for boardings per
revenue hour and operating cost per boarding. Metro Transit serves
much longer trips than its peers, however. If these same statistics are
viewed on the basis of passenger miles rather than boardings, Metro
Transit's performance is much better than the peer average, and near
the top of the peer group. In either case, cost effectiveness is improv-

ing.
e Some underlying trends in performance are unfavorable. Bus mainte-
nance cost is higher, and reliability lower, than for the peer systems.

The peers and trends assessment is presented in chapter 2.

ONE IMPORTANT RESIDUAL POLICY OF THE METRO COUNCIL REMAINS IN
EFFECT — THE COMPREHENSIVE PLAN FOR PUBLIC TRANSPORTATION

We found that Metro policies are now defunct, with one important exception.

The Long-Range Policy Framework for Public Transportation was adopted by the
Metro Council as th&Comprehensive Plan for Public Transportation in King County
(resolution 6641, October, 1993). This was the first update of the comprehensive
plan since 1982. It was prepared in conjunction with the regional transit plan
adopted by the Joint Regional Policy Committee in 1993. This comprehensive plan
is still in effect.
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The comprehensive plan consisted of a series of goals, policies, and objectives that
were intended to coordinate the provision of transit service, growth management
policies, transportation demand management, commute trip reduction, and the
regional transit project. The comprehensive plan became the basis for the six-year
plan adopted by the King County Council in December, 1995. Among other
things, the comprehensive plan established a formula for allocating operating
subsidies to three subareas within the County, and called for a subarea-based
planning process.

The conceptual foundation of the comprehensive plan is dated. For example, the
plan was based on at least two assumptions that no longer apply: an extensive light
rail system; and additional funding for bus services to be provided to local operators
from the regional transit tax. Other considerations now affecting transit planning
decisions, such as multimodal efficiency, were not a consideration at the time the
plan was developed. Since the comprehensive plan policies guide the six-year plan
effort, the County may want to confirm if the plan reflects its vision for public
transportation.

Policies affecting transit planning are evaluated in chapter 6.

ALTHOUGH THE TRANSIT DIVISION COMPLIES WITH COUNTY POLICY, COUNTY
POLICIES ARE OFTEN IMPOSED WITHOUT DUE REGARD TO TRANSIT

County policy toward transit is effected in several ways: by the strategies that guide
the implementation of transit service in the six-year plan; by investment decisions
made as part of the financial planning and budget process; and by administrative
policies and practices that affect the conduct of everyday business. Our review
found that the Transit Division complies with County policy.

County policies that have been specifically formulated for transit appear to be well
considered and are generally beneficial in their effect. For example, the financial
policies that guide the management of the Public Transportation Fund (PTF), the
enterprise fund for transit provide substantial protection against inappropriate uses
of the fund, and have instituted sound financial practice for renewal of plant and
equipment. Also, the strategies that guide the six-year plan implementation pro-
vided fairly clear direction for resource allocation and intergovernmental coopera-
tion. These policies are explained in chapter 6.

Policies adopted for the County as a whole, however, can introduce adverse effects
on transit cost and effectiveness, even if beneficial to other parts of the County
government. Several examples stand out:
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e personnel policies, particularly the decision to cut salaries of some
middle managers, and the lengthy process to complete the compensa-
tion and classification plan;

e procurement policies, particularly the restriction on procurement
contracts over one year;

e accounts payable and receiving practices that result in delayed pay-
ments to vendors, sometimes resulting in demand for cash on delivery;

e payroll administrative procedures that are unable to deal effectively
with the large number of exceptions that are inherent in the drivers’
payroll;

e labor policy decisions that weaken the collective bargaining process,
such as the FMLA exceptional provisions and proffering fringe benefits
to part time drivers;

« transfer of the nonrevenue vehicle maintenance to the County’s Fleet
Administration Division, and the lack of responsiveness of that
function to the seven day, 24-hour operation of the Transit Division;
and

e the decision making process for changing or imposing administrative
procedures without consulting Division managers.

For the most part, these policies were effected for the sake of consistency within the
County, without taking into account special circumstances of a large, logistically
complex, labor-dominated transit operation. Although input may be solicited from
the Transit Division, this tends to occur near the end of the process. Rarely has the
Transit Division participated in the formulation of policies and administrative
practices.

There is a tendency within the Executive branch to view transit as just another
County function. In fact, transit is the single-largest function in the County
government. In 1999, it accounts for 20% of the County operating budget, 27% of
its workforce, and 45% of its capital expenditures.

We observed a lack of constructive discussion between the Transit Division, other
divisions of the Department of Transportation (DOT), other County departments,
and the Executive offices when issues of incompatible or adverse policies and
administrative practices are raised. Conflict is most apparent at the staff-to-staff
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level; concerns are either not elevated to or not resolved by management of the
respective divisions and departments.

The Executive branch needs to more carefully consider the impact of broad policies
on transit operations. This should include, on a case-by-case basis, the option of
exempting transit from county-wide policy, or taking into account transit-specific
circumstances in applying county-wide policy.

Additional information on conflicts between County policy and transit operations is
presented in chapter 1.

ORGANIZATIONAL CHANGES SINCE THE MERGER HAVE FRAGMENTED
TRANSIT MANAGEMENT AND REDUCED ACCOUNTABILITY

Although the County Council-committee structure has greatly improved the focus
of the policy-setting process for transit, other organizational aspects of the merger
have introduced ambiguity, fostered intra-County intransigence, and diluted
accountability for transit program management.

For the two years following the merger, the former Metro organization was left
largely intact as the Department of Metropolitan Services. That department was
dishanded in 1996, and its functions were integrated with other County depart-
ments. The Transit Division became part of the new Department of Transporta-
tion (DOT), along with four other divisions: Road Services, Transportation
Planning, Fleet Administration, and Community & Administrative Services.
Finance and budget functions were relocated to the Department of Finance; some
of these subsequently reverted to the DOT (e.g., transit budget, grants).

The creation of the DOT masked the reality that the Transit Division functions
much like a stand-alone department. The DOT was created to foster a multimodal
approach to transportation, and to consolidate activities where efficient to do so. In
fact, the Road Services Division and the Transit Division are unique technical
activities, each covering a largely separate geography (Roads focuses on unincorpo-
rated areas, transit operates primarily on city streets and state highways). Although
the ordinance that created the DOT required a formal report on opportunities to
integrate transit and roads functions, a report was not submitted to the Council and
no integration has occurred. Also, the DOT exerts little financial control over the
Transit Division. The Public Transportation Fund (PTF) is managed by the
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Transit Division, and the annual transit budget and capital programs are formu-
lated primarily by Transit Division management.

The creation of a DOT has limited the consideration of transit-specific issues in the
balance of the County government. The DOT Director must represent a wide
range of transportation issues, and often delegates representation of transit issues to
the General Manager of the Transit Division. But the General Manager is not a

peer of other department directors, and accordingly his influence is limited.

Management of transit resources, though concentrated in the Transit Division, is
distributed among other divisions of the DOT. One consequence of this arrange-
ment is fragmentation of responsibility for executing transit’s mission. There is no
single entity responsible for: (i) planning transit service and capital programs; (ii)
budgeting for these programs; (iii) implementing these programs; (iv) exercising
financial control; and (v) monitoring and resolving interdepartmental and intergov-
ernmental issues affecting transit. Although these responsibilities are theoretically
the domain of the DOT, the tendency for the Transit Division to function as a
stand-alone department creates ambiguity as to who is specifically responsible for
these core business activities.

An organizational assessment is presented in chapter 7.

THE SIX-YEAR PLAN SHOULD BE MORE STRONGLY ORIENTED TO
MANAGEMENT ISSUES AND THE IMPLEMENTATION OF SERVICES
AND CAPITAL PROJECTS

Strategies adopted with the Six-Year Transit Development Plan (SYP) in 1995
provided a good foundation for guiding the development of tactics in the annual
budget process, and were particularly valuable given the service expansion that has
been implemented in the last three years. The plan has not been updated as in-
tended, however, and the strategies are now out of date. Some elements of the plan
— notably capital programs, a management plan, and benchmarks for evaluating
success — need to be more specific to provide more effective control.

Responsibility for updating the SYP was transferred from the Transit Division to
the Transportation Planning Division. We understand this transfer was intended to
support the Executive’s increased emphasis on multimodal transportation planning.
We believe the SYP should be developed subordinate to the County’s multimodal
transportation strategy, but should be a distinct effort that is more narrowly focused
on the provision and management of transit service. Accordingly it should be
developed by the managers in the Transit Division who will be accountable for the
plan’s implementation.

Transit Management Audit prepared for the King County Auditor
September, 1999

page vii



A more appropriate role for the Transportation Planning Division would be to
update the policy basis for the SYP, which is articulated in t@®mprehensive Plan

for Public Transportation. The current comprehensive plan was adopted by the
Metro Council in 1993. It is based on assumptions that may no longer be appropri-
ate, it does not have the multimodal emphasis that the Executive desires to achieve,
and it may not reflect the vision or priorities of the King County Council. The
method proposed by the Transportation Planning Division to update the SYP
could be more effectively applied to a comprehensive plan update.

The Six-Year Plan and associated planning and control issues are reviewed in detail in
chapter 6.

THE STRUCTURE OF FINANCIAL POLICIES AND PLANS IS ADEQUATE, BUT
FORECASTS ARE MATERIALLY INACCURATE DUE TO CONSISTENT UNDER
SPENDING OF THE CAPITAL PROGRAM

The financial policies encourage a conservative financial plan and budget, as they
protect against downside risks and specify priorities for most uses of discretionary
cash. The policies also protect the Public Transportation Fund from paying for
non-transit activities — the allocation of general county overhead cost is linked to a
specific methodology, and changes to financial policy must be considered by the
Regional Transit Committee.

With the exception of the capital program expenditures assumption, all the assump-
tions in the financial plan are fairly reasonable for the situation that existed when
the financial plan that we reviewed was formulated (July, 1998).

The capital improvement program (CIP) is not well-controlled. The fundamental
problem is that expenditures, and by inference project implementation, substan-
tially lag the plan. Large, positive variances existed between planned and actual
expenditures in each of the three years (1996-1998) that we analyzed. These
variances occurred across all constituent programs of the CIP, and across most
projects. There is practically no visibility of capital project status. Because the CIP
is a large and variable component of the Public Transportation Fund (PTF)
financial plan, the inability to predict and control annual capital expenditures
makes it impossible to gauge the effectiveness of allocating funds between the
operating and capital programs. Correction of these deficiencies should be a priority
of the Transit Division. An accurate picture of capital program needs and outlays
will be a critical area of policy as the County updates the Six Year Plan.
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MANAGEMENT CONTROLS DO NOT PROVIDE ADEQUATE VISIBILITY OF
THE EFFECTIVENESS OF SIX-YEAR PLAN STRATEGIES

The Transit Division’s system of internal controls provides a consistent basis for
monitoring key aspects of its operating programs, including year-to-date perfor-
mance against annual performance targets. As noted elsewhere in this report,
operating performance trends are positive. This is a good indication that the
controls system is working and is contributing toward performance improvement.

However, the Division’s reporting systems make scant reference to the six-year
plan. For example, though the plan had a strong geographic (e.g., three subareas)
and service type (e.g., regional, local, community) emphasis, no performance
statistics are reported at this level of detail. Also, progress against implementing the
elements of the six-year plan is not highlighted in the reports. If the six-year plan is
truly the policy basis for much of the Division’s programs, the reporting structure
needs to provide feedback on how actual outcomes compare to the plan’s vision of
the future. The current systems place too much emphasis on the annual budget
process, and not enough on evaluating the effectiveness of the six-year plan strate-
gies.

RECOMMENDATIONS

The audit recommendations are paraphrased in the tables at the end of this sum-
mary.

These recommendations encourage the County to delegate more authority to the
transit function. We recommend that transit be a stand-alone department. Transit
serves more County residents every day than any other County function. It has
unique operational parameters — such as adhering closely to a finely detailed
schedule — and poses unusual management requirements. It would form the
largest department within the County. We believe that making transit a separate
department would result in three important changes:

e it would elevate the priority transit receives in the development of
Executive policy;

e it would provide a more direct route for resolving operational prob-
lems that span the responsibility of two or more departments; and

e it would sharpen the focus of transportation management to an area
where the County has predominant control (transit) from an area
where it has comparatively lower standing (multimodal transporta-
tion).
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This change would take some time to effect, and there are collateral issues to
consider (e.g., County-wide transportation planning). In the meanwhile, there are a
variety of organizational and policy changes, of limited scope, that are recom-
mended to resolve issues identified in the remainder of this audit report.

The remainder of the report is comprised of the following chapters:

1
2
3.
4.
5
6
7

Policy Impacts of the Merger

Peers and Trends Assessment
Paratransit Operations
Demonstration Projects

Support Activities

Financial Policies, Plans, and Controls
Organizational Assessment

The table of contents follows the recommendations presented at the end of this
summary.
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