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COMMITTEE ACTION:  On December 13, 2006, the Transportation Committee approved Proposed Substitute Ordinance 2006-0560, as amended, with a “do pass” recommendation.
SUBJECT:  An ordinance relating to public transportation; revising interagency trip agreements; and amending Ordinance 12643, Section 18, as amended, and K.C.C. 28.94.235.
BACKGROUND:  
Proposed Ordinance 2006-0560 (packet, Attachment 1) amends the King County Code to revise language relating to payment for transfer trips involving two or more transit agencies.  The proposed Code changes are intended to reflect the phase-out of fare reimbursement subsidies.  The subsidies are being phased out under a policy that the Sound Transit Board set in 2003 as part of an effort to approve and finance the Smart Card regional project.  The Transportation Committee reviewed a presentation by King County Metro Transit staff that provided background information on this technically complex issue.
Regional Fare Reconciliation Program History

In 1999, the King County Council adopted Ordinance 13480, which approved an Interim Regional Pass and Fare Reconciliation Program Agreement and amended the King County Code to reflect the new policies contained in the interim agreement.  The agreement was negotiated as part of a collaborative process among the region’s transit agencies.  King County Metro Transit, Sound Transit, Pierce Transit, Community Transit (Snohomish County), and Everett Transit all entered into the agreement.  The agreement:

· established the Puget Pass program of transit passes acceptable for the payment of fare on all participating agencies,

· outlined the financial terms and other conditions under which agencies would accept transfers from other transit agencies, and

· created an accounting system, managed by Sound Transit, to collect trip revenue from participating agencies into a Regional Fare Fund and to allocate each agency its appropriate share of funding based on trip data provided by the agencies.
Ordinance 13480 amended K.C.C. 28.94.235 (Interjurisdictional trip agreements) to provide that the county’s estimated share of the revenue collected for an interjurisdictional trip be at least 66 percent of the revenue that would have been generated for the county portion of the trip.
The Agreement recognized that the agency payments into the Regional Fare Fund might be inadequate to compensate all agencies.  To address this issue, Sound Transit established a Fare Integration Fund (FIF) using a portion of the Sound Move revenue ($45 million in 1995 dollars) that was set aside for a regional fare integration program.  If necessary, agencies would receive payments from the FIF to make up for any shortfall in their reimbursement from the Regional Fare Fund.
In late 2001, the King County Council adopted Motion 11326, approving a Regional Pass and Fare Reconciliation Program Agreement among the region’s transit agencies.  This Agreement was similar to the interim agreement approved in 1999 through Ordinance 13480.  It was assumed that the Smart Card regional fare technology would replace the Puget Pass several years later.  The Agreement was to last through the end of 2004.  The transit agency general managers were authorized to extend it for three more years by mutual written consent, leaving it in place through the end of 2007.

In 2003, the Sound Transit Board joined the King County Council and the boards of other area transit agencies in approving the agreement for the Smart Card capital project procurement.  Pierce Transit and Everett Transit were concerned about sharing the costs of the Smart Card capital project.  From Sound Transit’s perspective, all agencies had to participate or any benefits would be undercut by the costs of using separate fare systems for Smart Card agencies and non-participating agencies.
Accordingly, the Sound Transit Board approved a plan to invest regional fare integration funds into the Smart Card project and phase out the use of FIF payments to make transit agencies whole on their transfer reimbursements.  Motion 2003-26 provided that intersystem transfer subsidy payments would sunset according to the following timetable:

· for ST Express bus, payments would sunset at the end of 2006;

· for Sounder commuter rail, payments would sunset two years after system implementation, estimated at 2008; and

· for Link Light rail, payments would sunset two years after system implementation, estimated at mid-2011.

With the phase-out of the FIF, Metro Transit will no longer receive payments from it, so the Code language will be obsolete.  Proposed Ordinance 2006-0560 amends K.C.C. 28.94.235 to reflect the payment policies that will be in effect next year.  The key change is the deletion of the requirement that reimbursement be no less than 66 percent of the fare that the county would have received for its portion of the trip.  This change acknowledges that the amount received by the county will be a lower percentage of the stand-alone fare that it would have received.
According to the fiscal note, the new policy results in a revenue loss to Metro Transit estimated at $450,023 in 2007, $489,567 in 2008, and $545,029 in 2009.  The 2007 revenue loss is based on the assumption that there will be about 2.4 million Metro-Sound Transit trips in 2007, and the Fare Integration Fund would have paid about one-sixth of the total amount due to Metro Transit under the current policy.  This projected revenue loss is assumed in the adopted 2007 budget.
Looking ahead, Councilmembers should be aware that additional changes to the regional fare policy are expected as the transit agencies address the future implementation of the Smart Card, the beginning of Central Link light rail service, and other changes.
