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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT
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	9 and 10
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	Date:
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SUBJECT

Proposed Ordinance 2016-0313 updating and creating various public transportation funds consistent with Proposed Ordinance 2016-0314.

Proposed Ordinance 2016-0314 adopting new and repealing formerly adopted transit fund management policies.


SUMMARY

Proposed Ordinance 2016-0313
· Amends the Public Transportation Capital Fund to be the Public Transportation Infrastructure Capital Fund, transitions transit fleet capital funding to a new Transit Revenue Fleet Capital Fund, and updates the revenue and appropriation language.
· Creates a Transit Revenue Stabilization Fund.
· Amends the Public Transportation Operating Fund to update the revenue and appropriation language.

Proposed Ordinance 2016-0314
· Refines the Fund Management Policies for the Public Transportation Fund for those circumstances not addressed by the County's comprehensive financial policies and updates the policy priorities to include Metro Connects.
· [bookmark: _GoBack]Establishes Recession, Risk and Cash Flow reserves including both an Operating/Cash Flow Reserve and a Revenue Stabilization Subfund, and their associated methodologies and rules based on minimizing the rider impacts from a moderate recession (including both operating and associated capital needs).
· Updates the Revenue Fleet Replacement Reserve to a 20-year fleet replacement funding methodology with a reliance on short-term debt to smooth the peak acquisition years.
· Eliminates the Transit Capital Project Reserve.
· Updates the Farebox Recovery Ratio to a minimum of 25 percent and a goal of 30 percent.


BACKGROUND 

In 2011, the County Council approved Ordinance 17225, adopting Fund Management Policies for the Public Transportation Fund.  These included target balance requirements for the Operating, Bond, Revenue Fleet Replacement, and Capital Sub-Funds.  The Operating Sub-Fund includes a Revenue Stabilization Reserve, and the Capital Sub-Fund includes a Transit Capital Project Reserve.

As part of the 2015-2016 Biennial Budget deliberations, the Council considered a variety of policy approaches to address the remaining financial impacts associated with the 2009-2014 recessionary period.  These deliberations led to an interbranch review of the Fund Management Policies for the Public Transportation Fund with an emphasis on methodologies and rules associated with the Fund's reserves.

In 2016, the Executive convened a work group consisting of the Executive and the Chairs of the Council's Budget and Fiscal Management Committee, Committee of the Whole and Transportation, Economy and Environment Committee to review existing policies and policy approaches.  This work group was supported by the Office of Performance, Strategy and Budget, the Transit Division, Council staff and a consultant that had done technical work beginning in 2015.

As identified in the transmittal letter for both proposed ordinances, the results of this work group were recommendations that were the genesis for the Executive's proposed changes.


ANALYSIS OF PROPOSED ORDINANCE 2016-0313 

PO 2016-0313 is technical legislation that would amend and create the subfund structure to support the policies contained in PO 2016-0314.  Specifically:

Section 1:
· Renames the Public Transportation Capital Fund to the Public Transportation Infrastructure Capital Fund;
· Clarifies the sources of revenues; and
· Excludes new appropriations for revenue fleet from the uses of the fund.

Section 2:
· Creates a Transit Revenue Fleet Capital Fund as a first tier fund for transit revenue fleet capital assets.

Section 3:
· Creates a Transit Revenue Stabilization Fund as a first tier fund for monies to mitigate recessionary and other risk impacts on transit.



Section 4:
· Amends the Public Transportation Operating Fund to clarify the sources of revenue.

Sections 5 and 6:
· Amends the Public Transportation Infrastructure Capital Fund (as amended in Section 1) to remove the allowance for transit revenue fleet appropriated in the 2015-2016 biennial budget or earlier (effective January 1, 2019).


ANALYSIS OF PROPOSED ORDINANCE 2016-0314 

Table 1 (Attachment 4 to this staff report) summarizes Fund Management Policies for the Public Transportation Fund as adopted in Ordinance 17225 and as proposed in PO 2016-0314.

The financial plan implications of Ordinance 17225 and PO 2016-0314 are summarized in Attachments 5 and 6[footnoteRef:1].  The subset of reserve implications are shown in the below comparison chart.   [1:  These financial plans are illustrative based on 2015-2016 Budget - Transit Enterprise Fund Financial Plan, updated for current fleet size and the March 2016 Forecast from the Forecast Council.] 




This chart illustrates that while the amounts in most reserves may vary in location, the net resulting reserve levels (for all but the Revenue Stabilization Reserve) are only minimally changed.  

The addition of the methodology and rules associated with the Revenue Stabilization Reserve, as proposed, results in a forecasted ending fund balance as shown below.  These ending fund balance monies could be appropriated for one time or ongoing expenditures.  It is important to note that the implications of an ongoing expenditure is also shown for illustrative purposes only (no proposal is made by the Executive in association with these proposed policy changes).

	
	2017/2018
	2019/2020
	2021/2022
	2023/2024

	Ending Fund Balance based on PO 2016-0314
	132,750,000
	275,150,000
	487,650,000
	664,450,000

	
	
	
	
	

	Illustrative $50M New Transit Operating Expense in 2017[footnoteRef:2] [2:  Includes a 3% per year inflation factor on the original illustrative 2017 $50 million operating expenditure.] 

(Does not include associated Fleet or other Capital expenditures)
	101,500,000
	107,681,350
	114,239,144
	119,457,397

	Net Ending Fund Balance
	31,250,000
	65,968,650
	164,229,506
	221,572,109




ATTACHMENTS

1. Proposed Ordinance 2016-0313
2. Proposed Ordinance 2016-0314 and its attachment
3. Transmittal Letter
4. Table 1: Comparison of Policies in Ordinance 17225 and Proposed Ordinance 206-0314
5. Transit Enterprise Financial Plan-Based on Ordinance17225
6. Transit Enterprise Financial Plan-Based on Proposed Ordinance 2016-0314

INVITED

1. Dwight Dively, Director, Office of Performance, Strategy and Budget
2. Rob Gannon, Interim Transit General Manager

Comparison of Reserve Levels Based on 
Ordinance 17225 and Proposed Ordinance 2016-0314

Capital Revenue Designation	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	40000000	34000000	34000000	31000000	31000000	28000000	28000000	18000000	18000000	Bond Ending Reserve	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	19000000	24000000	16000000	11000000	11000000	11000000	11000000	11000000	11000000	Capital Reserve	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	76000000	85000000	0	51000000	0	43000000	0	43000000	0	RFRF Reserve	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	28000000	71000000	108000000	110000000	158000000	160000000	235000000	147000000	203000000	Operating Reserve	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	61000000	67000000	40837500	72000000	44077500	77000000	47452500	84000000	51232500	Revenue Stabilization Reserve 	Ord 17225 - 15/16	Ord 17225 - 17/18	PO 2016-0341 - 17/18	Ord 17225 - 19/20	PO 2016-0341 - 19/20	Ord 17225 - 21/22	PO 2016-0341 - 21/22	Ord 17225 - 23/24	PO 2016-0341 - 23/24	500000000	282000000	231412500	494000000	249772500	759000000	268897500	935000000	290317500	
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