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Table 1: Comparison of Policies in Ordinance 17225 and Proposed Ordinance 206-0314


	
	Current Policy (Ordinance 17225)
	Proposed Policy (PO 2016-0314)

	General Financial Practices

	General Prioritization
	1. Debt service 
2. Operation of current system level 
3. Capital needs for current system level 
4. Operating and capital needs for expansion
	1. Debt service
2. Operation of the current transit system levels, including service quality and capital needs
3. Maintenance and replenishment of reserves
4. New transit service and capital investments per Service Guidelines and Metro Connects

	Fund Structure
	· Operating Subfund
· Transit Capital Subfund
· Bond Subfund
· Revenue Fleet Replacement Subfund
	· Operating Subfund
· Infrastructure Capital Subfund
· Bond Subfund
· Revenue Fleet Capital Subfund
· Revenue Stabilization Subfund

	Financial Planning
	Requires 6-year Financial Plan and Cash Flow 
	no substantive change proposed

	Capital Planning
	Requires a 10-year capital plan in conjunction with the six-year capital improvement program
	adds maintenance and preservation for consistency with Federal "State of Good Repair" requirements

	Expenditure Policies

	Operating and Capital Expenditures
	General policies are identified, clarifying planning, cash flow, and expenditure guidance
	Addressed in King County Comprehensive Financial Management Policies
No separate Fund Management Policy needed for Transit Division

	Subfund Transfers
	No existing Fund Management Policy
	Division is authorized to transfer monies between its subfunds to reduce the need for interfund borrowing

	Debt Management

	Debt Policy
	Allows for use of debt for assets with a life of three years or greater (but not to exceed the useful life of the asset)
Disallows use for funding current operations
Provides for interfund borrowing
Use of debt balanced against maximizing transit service delivery
Debt service coverage ratio of 1.5 based on sales tax revenue divided by debt service
	Addressed in King County Comprehensive Financial Management Policies
No separate Fund Management Policy needed for Transit Division

	Revenue Policies

	General Revenues
	Except as required by a specific funding source or fund management policy, all monies are deposited in the Operating Subfund and transferred as needed
	Addressed in King County Comprehensive Financial Management Policies
No separate Fund Management Policy needed for Transit Division

	Sales Tax Revenue
	20% of 0.9% of sales tax is transferred to the Capital Subfund to first meet bond requirements and then other capital needs
	Policy originally based on bond requirement.  Eliminated as a separate policy

	Bus Service: Farebox Recovery Ratio
	Goal of 25% of operating costs
	At least25% of operating costs and a goal of 30% of operating costs

	Vanpool: Farebox Recovery Ratio
	Per KCC 4.150.130: 100% of operating costs and 25% of program administration
	Policy addressed in KCC.  Removed from Fund Management Policies

	Reserves/Subfunds Purposes and Targets

	Operating Reserve
	Location: 	Operating Subfund balance
Size: 	1/12 of annual operating budget
Purpose: 	Cash flow and emergencies
Authority: 	Division
Replenishment: 	No guidance
	Location: 	Operating Subfund balance
Size: 	15% of Recession Risk Reserves (of the 45% of forecasted transit sales tax)
Purpose: 	Cash flow and emergencies  (before Revenue Stabilization Reserve)
Authority: 	Division
Replenishment: 	First priority for replenishment

	Capital Reserve
	Location: 	Transit Capital Subfund balance
Size: 	Positive Balance
Purpose: 	Accumulate monies to fund 10-year capital plan
Authority: 	Appropriation of Fund Balance
Replenishment: 	As needed
	No Capital Reserve other than as accounted for in Revenue Stabilization Reserve

	Bond Reserve
	Location: 	Bond Subfund balance
Size: 	From 20% of 0.9% of sales tax, sufficient monies to pay the next year's principal, interest and bond costs
Purpose: 	Meet Division's bond requirements
Authority: 	Appropriation
Replenishment: 	As needed
	Location: 	Bond Subfund balance
Size: 	Sufficient monies to meet bond covenants
Purpose: 	Meet Division's bond requirements
Authority: 	Appropriation
Replenishment: 	As needed

	Revenue Fleet Replacement Reserve
	Location: 	Revenue Fleet Replacement Subfund 
Size: 	30% of projected fleet replacement value
Purpose: 	Support fleet replacement
Authority: 	Appropriation (Transfer)
Replenishment: 	No guidance
	
Location: 	Revenue Fleet Replacement Subfund
Size: 	Between $0 and $250 million (maximum will increase proportionate with fleet size increases)
	Sufficient to fund Revenue Fleet Replacement (notwithstanding peak purchase years when short-term (5-year or less) debt may be used)
Purpose: 	Revenue Fleet Replacement
Authority: 	Appropriation
Replenishment: 	Consistent contribution based on 20-year fleet replacement plan - evaluated with each biennial budget


	Revenue Stabilization Reserve
	Location: 	Operating Subfund balance
Size: 	All remaining ending fund balance after other reserves and designations
Purpose: 	Address shortfalls between Revenue Receipts and Operating Expenditures
	Moderate future fare increases, cost increases and revenue declines
Authority: 	Appropriation of fund balance as needed
Replenishment: 	N/A
	
Location: 	Revenue Stabilization Reserve
Size: 	85% of Recession Risk Reserves (of the 45% of forecasted transit sales tax)
Purpose: 	Sufficient operating and capital monies to mitigate a moderate level recession with minimal service impact
	Should not be at a rate greater than 50% of fund balance per year
Authority: 	Appropriation requested by Executive when year over year forecast falls below June over June (Seattle CPI-W) growth rate for 2 consecutive forecasts
	If decline is greater than 5% in 1 year or 10% in 2 years, then the appropriation request must be accompanied by specific cost reduction and/or revenue generation options
Replenishment: 	Should begin within 2 years and be complete within 5 years at an average rate of 20% per year
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