[image: image1.png]





[image: image3.jpg]Step 1:

OVERVIEW OF
PLANNING PROCESS
TO DETERMINE IF,

Getting
Started

Step 2:
Collect
Data

Step 3:
Develop Strategies
for Producing and
Delivering Reclaimed
Water

Step 4:
Assign Benefits and
Costs to Selected
Reclaimed Water
Strategies and
Conduct Analysis

HOW, WHEN, WHERE,
AND BY WHAT
FUNDING
MECHANISMS

KING COUNTY’S
EXISTING

"S0t0” RECLAIMED WATER
PROGRAM SHOULD
EXPAND

Step 5:
Identification of
Alternatives to
Reclaimed Water that
May Achieve Similar
Benefits

Step 6:

SEPA pro 255
Develop ;
Recommendations m Maker: King County
to be Included in

Plan

Option B*:
Prepare Draft
Amendments to

Mﬂm;Apprwal ef

St'ep 7 RWSP Policies to
Option A: Guide Existing
Prepare Program

Draft Plan

Step 8
February Option B*:

2011 Prepare Final
Amendments to RWSP
Policies to Guide

Step 8 Existing Program Step 9
Option A: Option B*:
Prepare King County Council
Final Plan December Consideration of
2010 Amendments to

RWSP Policies

Implement
Amended
RWSP Policies

Step 9

Option A:
King County Council
Consideration of
Reclaimed Water

Comprehensive
Plan

Implement King
County Council
and Department
of Ecology
Approved Plan

*Option B dates are dependent on
decisions made in Steps 3 &6.

July 22, 2009

090722recl WTRstream.ai wgab/lpre




SCA Public Issues Committee Minutes
September 9, 2009– 7:00PM Renton City Hall

Approved October 14, 2009
	
	· Welcome, Roll Call and Introduction of Guests

PIC Chair, Linda Kochmar, called the meeting to order at 7:00 pm.  23 cities were represented.  (Attachment 1 to these minutes)  Guests included:  Don Davidson-Bellevue; AJ McClure-Seattle; Jeffrey Possinger, Bill Knutsen, and Jason Chambers-King Conservation District; and, Vickie Henderson-WA State Association of Water & Sewer Districts. 

	
	· Welcome
Karen introduced Peggy Papsdorf, SCA’s Public Policy Analyst.

	MSP


	· Approval of Minutes
To approve the minutes of the July 8, 2009 PIC meeting. 



	MSP
MSP

MSP

MSP

MSP


	· Potential Action Items

Regarding Transit


Moved forward for possible action at the July 8 PIC meeting, Karen explained the background of the motion.  Ken Hearing pointed out that Metro is not currently able to meet the 25% fare box target.  Hank Margeson said that Metro should monitor the burden fare increases place upon those who depend upon public transit as their primary means of transportation.  
To recommend to the SCA Board of Directors that SCA support the following: 

a. To address the potential budget shortfall for Transit services, SCA supports fare increases before reductions in services are implemented. 

b. That SCA support the following proposed changes to Metro’s existing Financial Policies:

· Operating Revenues/Operating Expenditures (OR/OE):  That SCA support increasing Transit’s target for fare box recovery to a minimum of 30 percent of operating expense (OE) from operating revenues (OR) for bus services.  Vanpool and other general public passenger services will have their own operating revenue to operating expense ratio.  The OR/OE is one of many factors to be considered in evaluating fare proposals.  Achieving a specified OR/OE is, by itself, neither sufficient reason for a fare increase nor for any particular level of increase.

· Fund Structure.  (The Transit Program consists of three subfunds:  Transit Operating, Revenue Fleet Replacement, and Transit Capital.) That SCA support Transit‘s development of a plan for reducing the size of the Revenue Fleet Replacement Fund balance before cutting service hours. The Revenue Fleet Replacement Sub-Fund shall maintain a balance sufficient to fund replacement of the vehicle fleet; reserves in excess of cashflow requirements may be invested at inter-fund borrowing rates in Council approved transit capital projects.  Investment earnings attributable to reserves in each of these subfunds will be credited to that subfund.

Regarding Transportation 2040
Moved forward from the July 8 meeting of the PIC, the discussion centered on the first and last bullets.  Proposed amendments were unsuccessful.  The PIC considered eliminating the last bullet primarily because it lacks a governing agency.  Dave Hutchinson reminded the PIC that it is not a governance question, but an aspiration and urged people to consider the concept.  Ken Hearing expressed concern about how guiding principles affect likely land use issues and transportation for rural areas.  
To recommend to the SCA Board of Directors that SCA support the following principles to guide the PSRC Transportation Policy Board in updating Transportation 2040:
· That SCA support efforts in the update of Transportation 2040 to reduce congestion on facilities for all types of freight and personal travel. 

· That SCA support efforts in the update of Transportation 2040 to reduce greenhouse gas emissions and other pollutants by emphasizing conservation, new technologies and the linking of land use and transportation policies more tightly. 

· That SCA support efforts in the update of Transportation 2040 to support the development of sustainable transportation funding. 

· That SCA support efforts in the update of Transportation 2040 to consolidate all transit agencies in the PSRC region into one regional transit agency.

Motion carried with 19 yes and 3 no votes.
Regarding King Conservation District
At the July 8 PIC meeting motion was moved forward for possible action.  Dave Hill reported that the SCA/KCD caucus had since met and, based on the political climate and the desire to enable KCD to be a representative and viable entity to the taxpayers of King County, recommended revision to SCA’s pending position on the KCD proposed assessment for 2014-2014.  Hank Margeson of Redmond asked for the perspective regarding the term of the assessment as the caucus recommended one year.  Dave explained that they wished to give KCD a year to work with the cities to solve differences.  Redmond proposed and the PIC agreed that the term should be for a 5 year assessment.  (Motion carried 18 yes and 4 no votes.)
To recommend to the SCA Board of Directors that SCA request that the KCD proposed Assessment Appropriation Plan include language relating to an interlocal agreement between KCD and King County that includes the following terms:  

· A 5-year term for the assessment; and

· An assessment allocation that is the same as the 2007 assessment allocation ($5 $2-$3), with the same requirements as in 2007 for jurisdictional and WRIA forum grants, and the same distribution of  funding among WRIA forums 7, 8 and 9 as established previously by the Regional Water Quality Committee; and 

· That KCD support the revitalization of its Advisory Committee consisting of representatives of the cities, county, watershed forums and other stakeholders, which will review and make recommendations to the Board of Supervisors on the District’s annual work program and budget during the term of the assessment.  The purpose of the Advisory Committee will be to foster a greater understanding of the programs and services provided by the District, and identify those programs that are most needed and how to fund them. . The advisory committee shall meet on a regular schedule to facilitate the goals of the advisory committee including but not limited to recommending to the KCD Board of Supervisors consistent guidleines for all grant awards for programs and services, the use of “banked funds” allocated to the cities, and the allocation of resources from future assessments; and 

· That KCD will include a recommendation from its advisory committee for program year 2011 and beyond that is supported by its advisory committee through a plan of work adopted in January 2010.

Regarding Mental Illness and Drug Dependency
Sonny Putter introduced the motion moved forward for possible action from the July 8 PIC meeting. 

To recommend to the SCA Board of Directors that SCA support the use of MIDD prioritization rating tool as a primary method to evaluate the future funding prioritization of MIDD strategies in the context of reduced MIDD revenues and the use of MIDD revenues to supplant basic human/mental health services provided by King County. SCA strongly recommends that the County implement savings in the MIDD programs by requiring program reductions when such cuts do not reduce the effectiveness of the program.  This may reduce the number of clients served or delay the expansion of the scope of the program.  Such savings method should be used prior to implementation of the prioritization.

Regarding I-1033

Dave Hutchison introduced the motion which was moved forward for possible action from the July 8 meeting of the PIC.  He suggested that people watch the AWC web site for updates and useful information.  Mike Cero spoke on behalf of Initiative I-1033 asking the group to look at the benefits to citizens and not the author.  Dave Hill explained how the Initiative would devastate cities dependant on retail.  Katrina Asay, Ava Frisinger, Linda Kochmar and Ken Hearing talked about their cities and how such an act would cripple or possibly bankrupt their cities because the language calls for 2009 as the base year.  
To recommend to the SCA Board of Directors that SCA oppose Initiative-1033.
Motion carried with 21 yes, 1 no, and one abstention.

	MSP

MSP

MSP

	· Presentations/Updates
1. Transit Budget Review and Recommendation (RTC) 
Karen explained that she would not normally introduce potential actions, but no RTC caucus members were available this evening.  The SCA/RTC caucus met on August 19th and discussed with King County Executive Triplett his proposal for reductions in Metro Transit services.  Much of the proposal relates to SCA’s Guiding Principles.  Action 4 of the Executive’s 9 Point Metro Transit Budget Action Plan – Raising new revenue thorough a property tax swap was announced in early August, and reprioritizes transportation dollars now spent on passenger ferries to buses by using 5.5 cents of the new property tax authority granted by the 2009 legislature.  By law, the first 1 cent of this must be dedicated to expanded bus service across SR 520 while the remaining 4.5 cents will be used to preserve planned new RapidRide service around the county.  This would be offset by rolling back 4.5 cents of the Ferry District levy and 1 cent of the AFIS levy.  The 5.5 cent new property tax levy for Metro would raise $58 million over the next four years.  More importantly, using the property tax in this way will create dedicated, sustainable service for more than 16 million riders annually on crucial transportation corridors that link our urban centers and jobs.
The caucus members also discussed the County Executive’s proposal to view reductions in transit services as suspensions rather than permanent cuts as well as his proposal for restoration of services not applicable to 40/40/20.  The members felt that the tabled motion at PIC should continue to be considered.  Attachment 2 to these minutes is the draft minutes of the SCA/RTC Caucus meeting held on August 19, 2009.  These minutes include the 9 Point Plan.
To bring back to PIC for possible action as early as the next meeting the following recommendation: To recommend to the SCA Board of Directors that SCA support the Executive’s proposal for a tax neutral shift of excess property tax revenues from AFIS and the Ferry District to reduce the anticipated Metro budget shortfall subject to compliance restrictions on the revenues.
2. Transit Financial Policies (RTC)
Draft amendments to the King County Transit Financial Policies showed the intense work ahead of the SCA/RTC caucus.  The comments to the amendments are for discussion and information only.  The three page document appears as Attachment 3 to these minutes.  Comments are welcome.
3. GMPC County-wide Planning Policies 
Jean Garber reported that The Growth Management Planning Council is nearing completion of its work to update housing and employment growth targets for all jurisdictions in King County, with an expected vote to adopt the new targets at its next meeting on Sept. 16, 2009. GMPC’s action on the targets is the culmination of a year-long process of collaboration between the county and cities. The growth targets update is seen by the GMPC as phase one of a two-phase project to update the Countywide Planning Policies as a whole, as required by Vision 2040. The updated CPPs, including new targets, will provide cities with a policy framework for the next round of state-mandated comprehensive plan updates due in 2011.

As it considers growth targets adoption on Sept. 16, the GMPC has been asked by the City of Seattle to initiate a discussion about “establishing a stronger connection between the allocation of growth and resources for services to support that growth.” The SCA caucus on GMPC has expressed support for adding this item to the next meeting agenda. In addition to Seattle, several suburban cities have also commented to the GMPC citing concerns about the availability of sufficient urban services and infrastructure funding to enable them to accommodate anticipated growth in housing and jobs.

In advance of the September 16 meeting, the City of Seattle has drafted a specific proposal for immediate adoption by the GMPC. Along with the vote to approve the growth targets, Seattle would like to see the Countywide Planning Policies amended to require King County to “prioritize” urban services to areas with the “greatest concentrations of housing and employment” and also those areas taking the highest targets. In addition, staff would be asked to undertake a work plan to inform further policy amendments by GMPC in 2010 that would add detail to this directive.

The SCA caucus to GMPC has not endorsed any action at this time to amend the CPPs, and would likely oppose doing so on Sept. 16, based on the following:

· SCA representatives would generally oppose any vote to amend the CPPs at the same meeting as introduced, absent consensus of the council and clear rationale for urgent action

· Any policy change would have to be considered in light of its potential impact on decisions on transit service, especially the 40-40-20 subarea allocation policy, which SCA currently supports 

· A more appropriate response to Seattle’s concerns would be to prioritize this discussion in 2010 as part of the overall CPPs update, allowing opportunity for further staff work and discussion by GMPC prior to committing to any specific policy language

Questions about the growth targets update, Countywide Planning Policies update, or the GMPC agenda for September 16, including proposed motions, should go to Michael Hubner, SCA, at (253) 856-5443 or by email at mhubner@ci.kent.wa.us.

4. Veterans and Human Services Levy (RPC) 
Sonny Putter recommended that members review the Annual Report for 2008 which was just released.  During 2008 over 20,000 individuals received services from this levy and the report explains the demographic and a breakdown of services.  This is a link to the report: http://www.kingcounty.gov/operations/DCHS/Services/Levy.aspx 
5. Report and Recommendations from SCA/KC Budget Group 
Denis Law reported on the August 14 meeting of the Group.  They reviewed the current information in the Executive’s 2010 King County Budget proposals and recommended the following statements be considered by PIC for forwarding to the Board of Directors:
To bring back to PIC for possible action as early as the next meeting the following recommendations: 
a. To recommend to the SCA Board of Directors that SCA commend the interim King County Executive for attempting to reduce expenditures for 2010 by focusing on the County’s mandated services.

b. To recommend to the SCA Board of Directors that SCA recommend to the King County Council that it review the Executive’s proposed budget in light of the County’s State mandated services.

c. To recommend to the SCA Board of Directors that SCA oppose any proposals by the MKCC that have a negative financial or operational impact to the cities as a way to solving the County’s funding problems.

d. To recommend to the SCA Board of Directors that SCA recommend to the King County Council that it use the budget shortfall as an opportunity to minimize urban subsidies by sizing services to the revenues in urban unincorporated areas that have rejected annexation or incorporation. Additionally, (King County should make incremental annual reductions in the resources expended and/or services provided in the remaining urban unincorporated areas. – current position)

The SCA Forum for the September 16 Networking Dinner will include the following subject areas:  Leadership and Relationships, King County Budget, King County Metro Transit, Human Services, and Annexations.
6. Odor Control at WTD (RWQC)

Bill Peloza discussed the West Point (Magnolia-Seattle) and South Treatment Plant (Renton) odor control projects.  At West Point Phase I was completed in 2007, and Phase II improvements are being implemented over 2008-2009.  The South Plant Phase I was completed early in 2008 and Phase II improvements are also being implemented over 2008-2009.  Phase III at the South Treatment Plant is likely to include: covering remaining 3 passes of each aeration basin; covering primary treatment sedimentation tanks; and, adding additional odor scrubbers to treat foul air.  The project scoping is in progress with a cost estimate of $25,000,000 and should begin in about 2013.  
7. Proposed reclaimed water planning process to analyze potential future expansion

Bill Peloza explained how reclaimed water is becoming an important issue. He presented a flow chart illustrating the Executive’s proposed process to “determine if, how, when and where and by what funding mechanisms” possible expansion of the existing reclaimed water system will be considered.  The process includes multiple milestones for Council/RWQC legislative decisions with the final decisions in the hands of the King County Executive whether to prepare a Draft Comprehensive Plan or just recommend amendments to the reclaimed water policies.  Jim Haggerton spoke about how Tukwila purchases and uses reclaimed water for parks, golf courses and by tank truck to water hanging baskets.  There is a pipe from the South Plant to Tukwila for this purpose.  Biosolids from the plant are sold for use as fertilizer for crops such as hops and forest areas.  Ken Hearing mentioned that Class A biosolids are safe, but the Class B biosolids are closely monitored, as with most fertilizers, should not be allowed to contaminate surface waters.  Brightwater will have a large dedicated (purple) pipe through the main east-west conveyance and that processed water could be sold.

Because reclaimed water will be an important issue as the county works through the planning and the implementation process it was suggested that a study session be arranged to provide basic information prior to decisions.  Bill asked that PIC consider supporting the planning process as outlined by the County.  Attachment 4 to these minutes is a slide taken from the Overview of the Reclaimed Water Planning Process as presented to RWQC on September 3, 2009.
To bring back to PIC for possible action as early as the next meeting the recommendation to the Board of Directors that SCA support the proposed Reclaimed Water planning process for future expansions.  

8. Public Education (EMAC)
George Hadley reported that the major areas of emphasis for EMAC are the “Three Days Three Ways” campaign with the potential disasters related to the H1N1 Flu and the Green River flooding from problems with the Howard Hansen Dam.  The County is recommending mega-shelters at places such as the Tacoma Dome, Quest Field and other large facilities.  The cities believe regional shelters close to home would be a better option.  Karen asked that cities forward information on their advance planning to her in advance of the October PIC meeting.

	
	· Reports
1.  Small Cities Sub Committee Report
Dave Hill, Chair of the Small Cities Sub Committee reported on the Grant Exchange Program presented by Ken Pritchard, Grant Exchange Coordinator.  Those attending found it interesting and useful.  The October Small Cities Subcommittee will be replaced by a study session on Reclaimed Water.  
2.  Executive Director’s Report 
Karen Goroski said the annual Call for Nominations for the regional boards and committees for which SCA has appointing authority will be out next week.  It is early, but will give all members a month to consider the committees.  This year the “Call” will include nominations for PIC Chair as well as individual Caucus Chairs.  She stated that even if members have opponents in the November election, they need to respond to the “Call” if they have an interest.  


	
	· For the Good of the Order
1. Networking Dinner – September 16, 2009 – King County Executive Candidates Forum on Suburban Cities Issues
2. Next PIC Meeting – October 14, 2009 with a Study Session on Reclaimed Water – 6:00 pm

	
	· Potential Agenda Items for the Oct 14, 2009 PIC meeting from the 2009 PIC Schedule of Work 
Cedar Hills Revised Site Development Plan (SWAC)

Draft Solid Waste Comp Plan (SWAC)

Local Hazardous Waste Management Program Update

Sentencing Update (RLSJ)

Transitional Program from Jail to Community (RLSJ)

King County Transit Performance Audit (RTC)

Board of Health Fees Update (BoH)

Committee to End Homelessness Update

Review of Financial Policies (RWQC)

	
	· Adjourn

Meeting was adjourned at 9:08 pm. 


Attachment 1 to the September 9, 2009 PIC Minutes
2009 Roll Call –Public Issues Meeting September 9, 2009
	City
	Representative
	Alternate
	Other
	Staff

	Algona
	Dave Hill
	Lynda Osborn
	
	

	Auburn
	Pete Lewis
	Sue Singer
	Bill Peloza
	

	Beaux Arts
	
	
	
	

	Black Diamond
	Howard Botts
	
	
	

	Bothell
	Tris Samberg
	Patrick Ewing
	
	

	Burien
	Kathy Keene
	Joan McGilton
	Lucy Krakowiak
	Lisa Clausen

	Carnation
	Jeff Lim
	
	
	

	Clyde Hill
	Barre Seibert
	George Martin
	
	

	Covington
	Mark Lanza
	Jeff Wagner
	
	

	Des Moines
	Ed Pina
	Susan White
	
	

	Duvall
	Will Ibershof
	
	
	

	Enumclaw
	John Wise
	
	
	

	Federal Way
	Linda Kochmar
	Jeanne Burbidge
	
	

	Hunts Point
	Fred McConkey
	
	
	

	Issaquah
	Eileen Barber
	Ava Frisinger
	
	

	Kenmore
	David Baker
	Allan Van Ness
	
	

	Kent
	Debbie Raplee 
	Suzette Cooke
	
	

	Kirkland
	Dave Asher
	Bob Sternoff
	
	

	Lake Forest Pk
	Sandy Koppenol
	Dave Hutchinson
	
	

	Maple Valley
	Glenn Smith
	Layne Barnes
	
	

	Mercer Island
	Mike Cero
	Jim Pearman
	
	

	Milton
	Katrina Asay
	
	
	

	Newcastle
	Sonny Putter
	Lisa Jensen
	Jean Garber
	

	Normandy Pk
	Clark Brant
	George Hadley
	
	

	North Bend
	Ross Loudenback
	Ken Hearing
	
	

	Pacific
	Rich Hildredth
	
	
	

	Redmond
	Hank Margeson
	John Marchione
	Richard Cole
	

	Renton
	Denis Law
	King Parker
	
	Dave Christensen

	Sammamish
	Nancy Whitten
	Don Gerend
	
	

	SeaTac
	Mia Gregerson
	Tony Anderson
	
	

	Shoreline
	Chris Eggen 
	Cindy Ryu
	
	

	Skykomish
	Henry Sladek
	
	
	

	Snoqualmie
	Matt Larson
	Kingston Wall
	
	

	Tukwila
	Jim Haggerton
	Kathy Hougardy
	
	

	Woodinville
	Bob Vogt
	
	
	

	SCA
	
	
	
	Karen Goroski

Michael Hubner

Peggy Papsdorf
Alice Neiffer


Electeds present are highlighted in gray.  Cities represented are bolded
Attachment 2 to the September 9, 2009 PIC Minutes

SCA/RTC Caucus Meeting & Teleconference

Wednesday, August 19, 2009

2:00 PM

SCA Offices

6300 Southcenter Blvd Suite 206

Tukwila, WA

MINUTES

1. David Baker, Chair, called the meeting to order at 2:05 PM.

Present in person or by phone: Ralph Shape, Dave Hill Ed Sterner, Jeanne Burbidge, Joan McGilton, and staff, Monica Whitman and Karen Goroski

2. Kurt Triplett discussed his proposal for reductions in Metro Transit services.  (Attachment 1)

3. The members discussed the Executive’s proposal as it relates to SCA’s Guiding Principles and made the following comments:

SCA’s Policy Positions and Guiding Principles

for Potential Metro Service Reductions

Any reduction in service must adhere to Metro’s Strategic Plan IM-3:  “Any system wide reduction in service investment shall be distributed among the subareas in proportion to each subarea’s share of the total service investment.”  (Adopted by the SCA Board of Directors - April 15, 2009) The Executive’s proposal is consistent with SCA’s position

Guiding Principles for Reducing Metro Transit Service Hours

Any reduction in service should strive to maintain at least a minimum level of transit service, providing transit access to all geographic areas of the county. The Executive’s proposal is consistent with SCA’s guiding principle

Any reduction in service should strive to preserve the voter-approved Transit Now programs to the fullest extent possible within the collection of Transit Now revenues. The Executive’s proposal delays the expansion of Transit Now but through a property tax swap will preserve the planned Rapid Ride service.

· Any reduction in service should strive to provide better coordination to avoid duplication in service between Sound Transit and Metro where feasible.

· Any system wide reductions in service shall be in proportion to each subarea’s share of the total service investment, at each major service change.

· Any reduction in service should tailor the type of service and service levels to the needs of each sub-area

· Any reduction in service must be implemented within each subarea in communication and consultation with appropriate King County Subarea Boards.

(Adopted by the SCA Board of Directors - June 17, 2009)

3. The members discussed the Executive’s methodology for funding Transit services and made the following recommendation to the PIC:

Action 4 of the Executive’s 9 Point Metro Transit Budget Action Plan – Raising new revenue through a property tax swap. As announced two weeks ago, by re-prioritizing transportation dollars now spent on passenger ferries to buses by using 5.5 cents of the new property tax authority granted by the 2009 legislature.

By law, the first 1 cent of this must be dedicated to expanded bus service across SR 520 while the remaining 4.5 cents will be used to preserve planned new RapidRide service around the county. This would be offset by rolling back 4.5 cents of the Ferry District levy and 1 cent of the AFIS levy. The 5.5 cent new property tax levy for Metro would raise $58 million over the next four years.

More importantly, using the property tax in this way will create dedicated, sustainable service for more than 16 million riders annually on crucial transportation corridors that link our urban centers and jobs.

MSP:  That SCA support the Executive’s proposal for a tax neutral shift of excess property tax revenues from AFIS and the Ferry District to reduce the anticipated Metro budget shortfall subject to compliance restrictions on the revenues.

4. The members discussed the County Executive’s proposal to view reductions in transit services as suspensions rather than permanent cuts as well as his proposal for restoration of services not applicable to 40/40/20. 

The members felt that the tabled motion at the PIC should continue to be considered.

5. The meeting adjourned at 3:55 PM.

Respectfully submitted by Karen Goroski

Attachment 1 to the SCA/RTC Caucus Minutes

Aug. 6, 2009

9-point Metro Transit budget action plan

Action 1 – Deferred bus service expansion by first scaling back growth with the exception of the RapidRide program and already-approved Service Partnership agreements. The revenue gap assumes growth in bus service, primarily associated with the implementation of Transit Now. Delaying that expansion closes the gap. This effectively leverages funding from other agencies and saves $36 million over the next four years.

Action 2 – Substantially cutting the capital program by reprioritizing the Metro Transit capital program, mainly by purchasing fewer buses. With service cuts and delayed expansion we need fewer investments. This saves $83 million over the next four years.

Action 3 – Non-service related cuts. My plan calls for reducing programs not associated with “basic service” by roughly 10%. Programs include reorganizations and efficiencies, fewer new transit police, eliminating of much of our printed materials, reductions in customer service and park and ride landscaping, and increased cleaning cycles for buses. These were selected in a way that allows Metro to minimize impacts to its service and save $27 million over the next four years.

Action 4 – Raising new revenue through a property tax swap. As announced two weeks ago, by re-prioritizing transportation dollars now spent on passenger ferries to buses by using 5.5 cents of the new property tax authority granted by the 2009 legislature.

By law, the first 1 cent of this must be dedicated to expanded bus service across SR 520 while the remaining 4.5 cents will be used to preserve planned new RapidRide service around the county. This would be offset by rolling back 4.5 cents of the Ferry District levy and 1 cent of the AFIS levy. The 5.5 cent new property tax levy for Metro would raise $58 million over the next four years.

More importantly, using the property tax in this way will create dedicated, sustainable service for more than 16 million riders annually on crucial transportation corridors that link our urban centers and jobs.

Action 5 – Tapping into operating reserves to help stabilize service levels. Current county financial policies call for maintaining a 30-day operating reserve of $50 million. While some reserves are needed, it makes little sense to be adding money to reserves while cutting service. During this financial emergency, lowering this amount to roughly two weeks of operating reserves will help in 2009 and beyond by stabilizing service levels and offsetting additional fare increases, freeing up $40 million over the next four years.

Action 6 – Increasing fares by 25 cents in 2011. Bus riders must also be part of the solution. This increase is in addition to an already planned 25-cent fare increase in 2010 and recent increases in 2008 and 2009. This will improve our estimated operating-revenue to operating-expense ratio to 28 percent. It is also a more modest approach to increasing fares than the council has proposed, and is intended to balance cost recovery with affordability to transit riders rather than driving them away when they need transit most. This will result in $35 million more in net revenue over the next four years.

Action 7 – Using fleet replacement reserves to help stabilize the revenue base and significantly help with the deficit during this crisis. Using the one-time excess fleet replacement reserves recently identified by the county auditor and spending them over the next 4 years will save $100 million over next four years to support existing service levels.

Action 8 – Implementing operating efficiencies from the forthcoming transit performance audit recommendations. There is a Metro performance audit currently underway that is likely to identify operating efficiencies that the auditor and Metro staff believe will help the agency achieve some of the efficiencies indicated, particularly in how service is planned and scheduled. To the extent Metro can achieve these efficiencies over the next few years, these savings are likely to offset or “buy back” a portion of the anticipated service reductions. However it is premature to assign a dollar savings to these efficiencies today.

Action 9 – Reducing bus service. Despite all the actions outlined above, there is still a remaining deficit of about $30 million over the biennium and $90 million over the next four years. This amount equates to a bus system that will need to shrink by 310,000 hours of annual service over the next two years or roughly 9% of the overall bus system.

Implementation of this plan requires legislative action by the King County Council and the Regional Transit Committee. Specifically, it would require adoption of new policies to “suspend” service and restore what was cut first, rather than reallocate it under existing policy. Changes will also be needed to the Transit Now phasing plan through an update to Metro’s 10-year Strategic Plan. Other policy changes will be needed related to the fare increases and operating reserve requirements.

These proposed policy changes will be coordinated with the transit budget proposal and submitted soon to the Regional Transit Committee and county council for consideration.


Attachment 3 to the September 9, 2009 PIC Minutes
Draft Amendments to King County Transit Financial Policies – July 30, 2009

For discussion only - For discussion only - For discussion only - For discussion only - For discussion only

I. A.  Fund Structure.  The Transit Program will consist of three subfunds:  Transit Operating, Revenue Fleet Replacement, and Transit Capital.  The Revenue Fleet Replacement Sub-Fund shall maintain a balance sufficient to fund replacement of the revenue vehicle fleet; reserves in excess of cashflow requirements may be invested at inter-fund borrowing rates in Council approved transit capital projects.  Investment earnings attributable to reserves in each of these subfunds will be credited to that subfund.

	Cash is set aside in the Revenue Fleet Replacement Fund at a rate sufficient to pay the county’s share (after federal grants) of new fleet purchases. The audit found that the RFRF was overfunded by $105M and I think it’s likely that this will be used to help close the transit budget gap with the only question being whether to do that quickly or meter it out over a number of years. In my opinion, that’s a budget decision for the council rather than a policy question for the RTC. There is however an underlying policy question regarding the RFRF. At the June RTC meeting I raised the possibility of debt financing bus purchases rather than the RFRF approach of setting aside cash. I address that question below in the Capital Planning and Funding policy. 


I. B.  Transit Fare Stabilization and Operating Enhancement Reserve.  The Transit Program will maintain a reserve Transit Fare Stabilization and Operating Enhancement Reserve within the Operating Subfund.  The Transit Fare Stabilization and Operating Enhancement Reserve provides a reserve for moderating future rate increases and can receive appropriations from annual operating revenues in excess of annual operating expenses up to a maximum reserve of 20% of estimated fares; transfers to the operating program to finance operating enhancements shall demonstrate financial support throughout the six year financial planning period.  Expenditures from the reserve are subject to appropriation.  

	Given the experience in the past year with fuel prices and sales tax revenues, it has been suggested that King County establish a “rainy day fund” for the Transit Division.

The obvious place in the Financial Policies to address that is in this FSOE policy. I think that the concept is that when revenues are high, some portion of them should be set aside rather than spending it all on new service or capital but, before a “rainy day fund” proposal can be developed for RTC consideration, some fundamental questions have to be answered

· At what level should it be capped?

· Should it be reserved for extreme circumstances to avoid service cuts or lesser “crises” such as a proposed fare increase?

· How does this relate to the search for more stable revenue sources that may lessen the need for a “rainy day fund”?
· Should a “rainy day fund” be an expansion of the existing financial policy calling for a 30-day cash operating reserve?




II. A.  Balancing Cash Flow Priorities.  Financial planning for the Transit Program will balance service goals with the appropriate mix of operating and capital revenues and expenditures, as well as provide reserves to maintain stability in the overall program.  To provide a balance between operating and capital revenue requirements, sales tax revenue is divided with three-fourths scheduled to fund operations and one-fourth scheduled to fund debt service requirements, then revenue fleet replacement contributions, and finally other capital requirements.  Funds may be transferred between the capital and operating programs, subject to appropriation.

II. A.  Balancing Cash Flow Priorities
Financial planning for the Transit Program will balance service goals with the capital investments necessary to support them, as well as provide reserves to maintain stability in the overall program. The six-year financial plan transmitted with the executive-proposed biennial budget shall reflect the service and capital priorities of the Transit Strategic Plan and, when it is adopted, the Transit Business Plan which carries out the direction of the strategic plan by identifying the two-year focus of investments in the major elements of the operating and capital programs.

	The amendment shown in strikeout/underline above would assign revenues to the operating and capital programs consistent with the direction in mid- and short-term transit plans rather than beginning with an arbitrary percentage distribution which is adjusted each year during the budget process. 


II. B.  Overhead Charge.  The calculation of general government overhead expenses to be charged to the public transportation fund shall be based upon a methodology which provides for equitable distribution of overhead costs throughout the Metropolitan King County government.  Overhead charges shall be calculated in a fair and consistent manner.  The methodology in the Cost Allocation Study dated September 23, 1994, prepared by Deloitte & Touche LLP, shall be used to distribute transit’s share of general government overhead costs.  The overall allocation formula shall not be modified without Regional Transit Committee review and recommendation and King County Council approval.  
	There is some interest on the RTC in revisiting this policy on county overhead cost allocation which is based on a consultant study done in 1993 but reviewed periodically since then. As a first step, this seems like a committee work program item rather than a policy amendment.  


III. B.  Capital Planning and Funding.  Capital replacement requirements will be included in long-term cash flow projections, primarily through the Revenue Fleet Replacement Subfund.  The cash flow plan should provide for the capital replacement needs of the existing service plan and reliable long-term revenue sources to fund additional service and associated capital investments.  Debt will be used on a limited basis primarily for short-term cash flow needs.  Debt will not be used to fund long-term cash flow shortages.  For major capital projects with long-term useful lives (normally 25 years or more) and whose costs exceed short-term cash flows, debt may be used providing there is sufficient dedicated revenue within the cash flow plan to service the debt.  To maintain accurate estimates of future operating expenses, capital project plans will include estimates of added costs or savings resulting from the project.
III. B.  Capital Planning and Funding
Debt funding through the issuance of fixed rate municipal bonds is the preferred option for financing acquisition or construction of the Transit Division’s capital assets. To be considered for debt financing, a capital asset must have an expected useful life of at least three years and the financial plan must include sufficient dedicated revenue to service the debt. To maintain accurate estimates of future operating expenses, capital project plans will include estimates of added costs or savings resulting from the project.

	The amendment shown in strikeout/underline above would bring Transit Financial Policies in-line with the King County Debt Management Policy adopted in 2007. The countywide policy includes the statement: “although certain of the county’s funds may have financial policies that dictate funding a portion of their capital assets out of their cash on hand, debt funding is the preferred option for financing the acquisition or construction of the county’s capital assets.” The implications of this change need to be explored further with the Transit Division before its presented to the RTC for consideration:

· If revenue currently being set aside for fleet purchases were made available for new service investments (minus the debt service costs), how much service could be added?

· In the end, how much more would the Transit Division be paying for a new fleet?

· How much interest is generated by the fleet replacement funds held in the King County Investment Pool?

· Should debt financing be reserved for times when revenues are down but expected to rebound and the cost of borrowing through municipal bonds is low and low interest rates produce low returns from cash sitting in the county investment pool?


IV. A.  Operating Revenues/Operating Expenditures (OR/OE):  Transit will maintain a target of recovering a minimum of 25 30 percent of operating expense (OE) from operating revenues (OR) for bus services.  Vanpool and other general public passenger services will have their own operating revenue to operating expense ratio.  The OR/OE is one of many factors to be considered in evaluating fare proposals.  Achieving a specified OR/OE is, by itself, neither sufficient reason for a fare increase nor for any particular level of increase.

	This amendment is self-explanatory


IV. A.  Mission and Goal Statements.  The Executive shall transmit by April 1st, and the Regional Transit Committee shall review and approve the annual mission and goal statements for the Metro Transit Program prior to establishing financial policies and service priorities for the following biennium.

	The Long-Range Policy Framework adopted by the Metro Council in 1993 (but not carried forward following the county/Metro merger) included a mission statement and lists of goals and objectives. With a few exceptions, the RTC has reviewed the Transit Mission, Goals and Objectives annually and forwarded them to the council for adoption. Rarely have they been transmitted by the executive early enough in the year to be adopted and function as envisioned in this policy. The Transit Division proposes to incorporate the Mission, Goals and Objectives into the Transit Comprehensive Plan where they would be amended as needed.
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