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Transit Financial Plan

At its April 17th meeting, the RTC continued its discussion of the financial plan as it relates to the new service and capital investments available to implement the 2002-2007 Six-Year Plan.  During that discussion, members made a number of requests for additional information to be provided at today’s workshop:
· the effectiveness of advertising in increasing transit ridership;
· a presentation on the financial policies (attached);
· the assumptions behind the transit financial policies;
· the rationale for the financial plan drawing down fund balances to historically low levels, and
· detail on the “miscellaneous revenue” line in the financial plan.
Transit staff will address these issues at the workshop.

Vanpool/Commuter Service Improvements Strategy
	Strategy S-9   Using a combination of fixed route service, transportation demand management actions and additional transit and HOV products, develop transportation alternatives to reduce single-occupant vehicle (SOV) use in the targeted areas shown in Figure 4-6.  Develop partnerships with local jurisdictions, employers and institutions, using pricing strategies and packaging services and products so that these alternatives benefit the partners and their employees, residents or community.


This strategy encompasses a wide range of alternatives to the drive alone commute. It is the basis for a major expansion of peak-period bus service envisioned in 
Strategy IM-1 where one-quarter of all new service (up to 100,000 annual hours) would be earmarked for peak-period service improvements.  Strategy S-9 would direct those service improvements to selected concentrations of employment shown in Figure 4-6 of the plan (attached). The text accompanying this proposed strategy does not indicate the basis for selecting the targeted areas and whether factors such as existing service utilization or current and projected demand relative to other employment areas were considered.

This strategy’s other major focus is on non-bus commuter products and services many if which are based on King County Metro’s very successful FlexPass program and would be pursued in partnership with local jurisdictions, employers and institutions. A table in Plan Appendix A  (attached) describes each of Metro’s mobility products and services and lists anticipated activities to be undertaken in support of each over the life of this plan.  

Vanpool Program
Over the next six years, the vanpool program is likely to be one of the most visible of Metro’s non-bus products as vanpools are increasingly seen as a key element in efforts to improve transportation in the region.  The vanpool program was established in 1979 by the City of Seattle.  In 1984, the program was transferred to Metro and in 1987 Boeing’s van program was also transferred to Metro.  Since that time, the vanpool program has grown in size to 694 vanpools in operation at the end of the 2001.

Vanpools are groups of between 5 and 15 people who commute together.  Metro provides vans, maintenance, fuel and insurance as well as training and staff support for the program.  The program is designed so that the driver of the van rides free in exchange for driving and organizing the vanpool.  The driver is also entitled to some personal use of the vehicle.  Each vanpool also has a backup driver and a bookkeeper.

Vans are purchased with a capital grant from the federal government and a local match (which comes from fares and funds from surplused vans).  Fares are based on the number of people in the vanpool and the distance traveled.  After six years of useful economic life, Metro sells the vans and vanpools receive a new vehicle.

In general, the vanpool market is somewhat distinct from the market for traditional Metro bus services: 

· 22% of the current vanpool destinations are Boeing sites 

· 85% of Metro vanpools destinations are in King County but only 64% originate there

· 14% originate in Pierce County and 13% in Snohomish County  
· the average vanpool round trip is 58 miles.  

· the average commuter time to work is 50 minutes to work and 55 minutes home

· 72% of vanpoolers drive to the pick-up spot alone

Vanpool Cost Recovery
· 21% of vanpoolers receive a 100% monthly subsidy from their employer

· 85% of vanpoolers receive some monthly subsidy from their employer, an average monthly subsidy amount of $40 (excludes those that receive 100%)
· average monthly fare is $71 per month 

· average out-of-pocket cost is $31 per month (excludes those vanpoolers that receive 100%)

The vanpool program recovers 100% of its capital and operating costs and approximately 45% of its administration costs through fares. The vanpool financing requirements are set out in King County Code 28.94.010:
“The director is authorized to establish rates of fare for vanpools, provided that the rates of fare are established at a level reasonably estimated to recover the operating and capital cost of, and at least twenty-five (25) percent of the cost of administering, the vanpool program.” 
The question of vanpool cost recovery was taken up in an RTC workshop in August 1997.  At that time Transit staff calculated that, in total, the vanpool program recovered 73% of its costs from the riders.  Those costs included van purchases, direct program administrative expenses, indirect administrative expenses (marketing, building rents, printing etc.) and general overhead (Transit Division and Transportation Department Administration and county overhead etc.).
The RTC had extensive discussions of vanpool subsidies in 1996 and 1997 triggered, in part, by a decision by Community Transit (CT) to expand their vanpool program through increased subsidies.  In addition to questions of equity raised by some RTC members (comparing Metro’s subsidy levels of bus riders and vanpoolers) there was a concern that Metro would lose vanpools to CT or other regional operators offering deeper subsidies.  The CT subsidy policy did significantly expand its vanpool program but it was revised in 1999 and again in 2000 to substantially reduce the subsidy level. 

Ultimately, the RTC decided not to propose a change to the vanpool cost recovery policy but the concern over fare differentials persists.  The Regional Vanpool Coordinating Team (RVCT), an operators staff group, compiled performance indicators for 2001 (attached) which indicate that vanpool operators are running-in-place in terms of program growth.  In some months more vanpools fold than are formed and thus agencies expend a great deal of energy maintaining the status quo.  To the extent that fares can be standardized among regional operators, vanpool shifting in search of lower fares could be eliminated and vanpool promotion to prospective members would be aided.  The RVCT is currently engaged in an effort described in Six-Year Plan Appendix A as, “regional vanpool fare equalization and or standardization.”  
Because vanpools have volunteer drivers, and therefore lower labor costs and because maintenance is simple, the costs of operating the service, either per mile or per passenger trip, is significantly lower than for many other Metro services, such as standard bus service or the ADA paratransit service.  This is the case even though the average vanpool trip is much longer than the average bus or paratransit trip.  The chart below compares statistics for 2001.

	Service
	Vanpool
	Bus
	Paratransit

	Operating Cost/Mile
	$0.26
	$6.95*
	n/a

	Operating Cost/Pass. Trip
	$0.89
	$3.04
	$32.75



* platform mile
Vanpool Demand
A 1999 Puget Sound Vanpool Market Study (summary attached) found that 2% of the region’s commuters vanpool to work. The study documented a strong growth trend in the 1990s, bringing the October 1999 regional vanpool total to 1,450.  The study projected an additional120 vanpools/year merely by continuing current efforts and policies but, drawing from a survey of commuters’ attitudes toward vanpooling, it also identified latent demand: a large "unrealized customer base" of 10,950 vanpools regionally, 5,358 of those in King County. Saying that this market could be tapped through aggressive marketing of existing vanpool benefits, the study saw even greater 

potential in enhanced programs: 19,572 new vanpools regionally, 9,951 in King 

County.  Examples vanpool enhancements needed to attain these higher levels include 

tax exemptions, discounted auto insurance and frequent flier miles.   While acknowledging that this growth potential represents unconstrained demand and 

is probably not achievable, it does indicate that substantial latent demand exists according to the study’s authors.  

A second phase of this market study has recently begun with two objectives:

· study in more depth the demand in selected corridors and their commuter draw areas, and 

· develop a program of activities to be pursued in the event that new vanpool funding becomes available.

Potential Vanpool Funding from the Statewide Transportation Funding Package
The statewide transportation revenue package that was recently authorized by the legislature and will go before the voters in November includes $40M over ten years for expansion of vanpool programs throughout the state.  Agencies that operate vanpools are currently working with the Washington State Department of Transportation (WSDOT) to define the range of expenditures that would qualify for this funding: whether it would be narrowly targeted to the purchase of vans or more broadly focused on vanpool promotion and other strategies to boost public awareness and participation.
I-405 Corridor Plan 
This effort, jointly led by WSDOT, Sound Transit, King County, the Federal Highway Administration and the Federal Transit Administration, addresses a range of transportation improvements over the next 20 years in a broad area extending from Lynnwood to Renton. The Preferred in the Draft EIS identifies Transportation Demand Management (TDM) expenditures of $425M in the I-405 corridor of which $121.7M would support vanpool strategies designed to increase utilization in the corridor by at least 500%:

· intensive marketing of vanpooling, including start-up subsidies

· new value-added incentives (e.g. frequent flyer miles for vanpoolers)

· purchase of vans ($73M of the $121.7M total for all vanpool strategies)

· a reserve to provide fare subsidies if needed to achieve vanpool goals
· vanpool infrastructure (e.g. spaces in park & ride lots)

· owner-operated vanpool promotion

The source of revenues to support these strategies has not yet been identified.  If approved by the voters, the statewide and regional transportation funding packages could provide some funding.  The statewide package includes $1.77B for the I-405 program where the preferred alternative (not including operating and maintenance) is currently estimated to cost $7.6B.  Expenditures from any regional transportation funding package would be limited to capital only.
ATTACHMENTS:
1. Transit Program Financial Policies
2. Figure 4-6 Employment Target Areas and CTR Sites

3. Appendix Table A-1, King County Metro’s Mobility Products and Services, Six-Year Plan Activities

4. RVCT Vanpool Performance Indicators, 2001

5. 1999 Puget Sound Vanpool Market Study, Executive Summary
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