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Metropolitan King County Council

Budget & Fiscal Management Committee

	Agenda Item No.:
	20
	
	Date:
	November 9, 2004

	Proposed No.:
	2004-0482
	
	Prepared By:
	Arthur Thornbury and Doug Hodson


SUBJECT
AN ORDINANCE relating to public transportation; revising rates of fare
SUMMARY
Proposed Ordinance 2004-0482 would raise most cash transit fares and pass prices effective March 1, 2005. In addition to directly increasing the cost of certain passes, it would indirectly result in an increase the cost to school districts for the student passes they currently purchase and the cost to employers for the Flex Passes they currently purchase. 
BACKGROUND: The proposed fare and pass increases are shown in the following tables:
Cash Fares

	
	Off-Peak
	One-Zone Peak
	Two-Zone Peak

	Regular 
	$1.25 $1.50
	$1.50 $1.75
	$2.00 $2.25

	Youth 
	$.50 $.75
	$.50 $.75
	$.50 $.75

	Family 
	$1.25 $1.50
	na
	na 

	Seniors and Persons with Disabilities 
	$.25 $.50
	$.50
	$.50


Pass Prices

	Seniors and Persons with Disabilities Sticker (needed to qualify for the Senior/ Disabled cash fare)
	One Month: $5.50 $10.00

Annual: $66.00 $120.00

	ACCESS Monthly Pass
	$13.50 $18.00

	Weekend/Holiday All-Day Pass
	$2.50 $3.00

	Weekday All-Day Pass
	$5.00 $6.00


· Regular Passes One-month, three-month and annual bus passes are priced at multiples of the single ride price. If the off-peak fare increases from $1.25 to $1.50, the one-month pass would increase from $45 to $54 and the annual pass from $495 to $594. One and Two-Zone Peak Passes would increase similarly
· Student Pass Some school districts purchase student passes priced at 36 times the youth fare. The 50% increase in the youth fare would be reflected in the price of the student pass. 
Estimated Impact of Proposed Fare Increase upon School Programs

	School District
	Passes/
month
	10 months
at $18.00
	10 months
at $27.00
	Cost Difference

	Bellevue
	2283
	 $410,940 
	 $616,410 
	$205,470 

	Seattle
	1850
	 333,000 
	 499,500 
	 166,500 

	Lake Washington
	937
	168,660 
	 252,990 
	 84,330   

	Mercer Island
	609
	 109,620 
	 164,430 
	 54,810 

	Note:  The Bellevue School District contributes toward the operating cost of routes serving its schools and receives a credit for that amount when purchasing passes. That credit is not reflected in this table.


· Flex Pass The formula for calculating the cost of the Flex Pass to employers or institutions is based on transit fare levels. As these contracts are renewed, the higher fares would be reflected. The following table illustrates the impact for some of the employers that currently purchase Flex Passes. Their 2004 payments under the current fare structure are contrasted with payments in 2006, the first full year of higher fares.

Example Flex Pass Changes

	
	
	2004
	2006
	Increase

	UW - UPass
	Seattle campus
	 $10,000,000 
	$11,670,000 
	$1,670,000 

	Swedish Medical Ctr
	Seattle
	845,300 
	972,940 
	 127,640 

	RealNetworks, Inc.
	Seattle
	 109,800 
	 126,380 
	 16,580 

	Northwest Hospital
	Seattle
	45,300 
	 52,140 
	 6,840 

	Alaska Airlines
	SeaTac
	 23,900 
	27,509 
	 3,609 

	SeaTac Airport (POS)
	SeaTac
	12,300 
	 14,157 
	1,857 

	City of Renton
	Renton
	 5,800 
	 6,676 
	 876 

	PACCAR, Inc.
	Bellevue
	27,900 
	32,113 
	4,213 

	Evergreen Healthcare
	Kirkland
	 24,700 
	 28,430 
	 3,730 

	Nintendo of America
	Redmond
	 30,300 
	 34,875 
	 4,575 


Policy Framework
The Council reviews and adopts Transit Financial Policies annually and Transit Fare Policies (Attachment 1) as needed. The following two Financial Policies and one Fare Policy are most germane to a fare increase discussion:

· Operating Revenues/Operating Expenditures (OR/OE):  Transit will maintain a target of recovering a minimum of 25 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.
(Transit Financial Policy IV A)
· Fares.  Fares will be reviewed no less frequently than every two years and will be based on a standard rate-setting methodology beginning with a revenue requirements analysis for the six-year period of the Transit Financial Plan.  Taking into account the adopted financial policies, the need for equity in the proportion of the costs which are recovered from the riders, the projected system costs (both operating and capital), and the revenues expected from all other sources, the total amount of fare revenue needed will be calculated.  For financial planning purposes, fare increase assumptions in the out-years will be based in relation to expected inflation.  The fact that a fare increase is assumed for a future year, during a planning process, does not mean that a fare increase will be recommended.  A recommendation will be made only after a complete assessment of the financial status of the Public Transportation Fund.                                               (Transit Financial Policy IV B)
· Rate of Fare Fares charged for paratransit service shall be set at levels that encourage the use of less costly transportation services wherever reasonable alternatives are available, with the intent of achieving parity with regular adult fares within a period of no less than six years.  Subsidies shall be provided if paratransit fare increases would jeopardize the essential mobility of low-income persons.  To further encourage less costly alternatives to paratransit, King County Metro shall subsidize a substantial discount for trips taken by paratransit riders on vehicles licensed as taxis in King County and its municipalities.

(Transit Fare Policy 10)
The following table shows actual and projected OR/OE ratios 1996 – 2013 for King County Metro. Even with fare increases in 2005 and 2009, the 25 percent target is not achieved after 2005.

Farebox Recovery: Operating Revenue/Operating Expense (OR/OE ratio) 1996 – 2013

	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2004

	24.97%
	24.26%
	24.66%
	24.64%
	24.82%
	26.88%
	26.43%
	22.75%
	23.17%
	22.63%

	
	
	
	
	
	
	
	
	
	

	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	

	25.31%
	24.43%
	23.50%
	23.29%
	24.73%
	24.32%
	23.37%
	22.75%
	22.34%
	

	Note:
	1. OR/OE is for bus service only

	
	2. 1996-2003 4ratios are based upon actual data

3. 2004 is based upon forecast data

4. 2005-2013 is based upon forecast data with fare increases assumed in 2005, 2009


Attachment 2 shows the portion of operating expenses covered by fare revenue for a number of U.S. transit systems. While this is not precisely the OR/OE ratio, it does give a sense for the relative reliance upon farebox revenues.
Previous Fare Increase

A package of fare increases for June 2001 accompanied the Executive-Proposed 2001 Budget. After a lengthy consideration of the proposal and several alternatives, the Council declined to approve a fare increase during the budget process. A new Executive-proposed fare increase was transmitted on April 9, 2001, adopted April 30, 2001 and put into effect on July 1, 2001.

July 2001 Fare Increase
	
	Off-Peak
	One-Zone Peak
	Two-Zone Peak

	Regular 
	$1.00 $1.25
	$1.25 $1.50
	$1.75 $2.00

	Youth 
	$.75 $.50
	$.75 $.50
	$.75 $.50

	Seniors and Persons with Disabilities 
	$.25
	$.25 $.50
	$.25 $.50

	ACCESS 
	$.50 $.75
	$.50 $.75
	$.50 $.75

	Note: The Family Fare was increased from $1.00 to $1.25 in September 2002.


July 2001 Pass Price Increase
	Seniors and Persons with Disabilities 
	One Month: $3.75 $5.50
Annual: $45.00 $66.00

	ACCESS Monthly Pass
	$8.75 $13.50

	Weekend/Holiday All-Day Pass
	$2.00 $2.50

	Note:
	· The Weekday All-Day Pass was created and priced at $5.00

· At the same time that the Youth Fare was being reduced by $.25, the School Pass price was increased from 24 to 36 times the youth fare. 


Fare Increase Rationale

As called for in Transit Financial Policy IV B (above), past Transit Financial Plans have assumed out-year fare increases to keep pace with inflation. The current fare increase proposal is an acceleration of a planned 2007 fare increase into 2005. The basic justification for this is an unanticipated increase in certain 2004 operating costs projected forward coupled with a slower growth in sales tax revenues than previous financial plans had forecast. Attachment 3 shows year-to-year growth in transit program expenditures and revenues beginning in 1996. The 2004 budget of $410.3M includes supplemental appropriations of $5.1M made in response to increasing fuel prices and other factors. The proposed 2005 appropriation of $432.4M is $5.1M higher than the 2004 financial plan forecast for 2005. 

The following table shows the six-year sales tax forecasts in Transit Financial Plans beginning with the 1998 Transit Budget. The forecast amount for each year can be compared with actual sales tax revenues at the bottom of each column.

	Transit Financial Plan Sales Tax Forecasts: 1998-2005 (in millions)

	Financial Plan
	1998
	1999
	2000
	2001
	2002
	2003

	1998
	$195.5
	$208.8
	$222.0
	$229.9
	$243.7
	$258.3

	1999
	199.8
	211.1
	216.5
	214.5
	217.9
	225.3

	2000
	 
	215.2
	220.4
	218.5
	221.5
	231.6

	Subsequent financial plan forecasts include 0.2% sales tax increase enacted in 2001

	2001
	 
	 
	232.6
	279.9
	328.0
	344.4

	2002
	 
	 
	 
	282.6
	321.9
	335.1

	2003
	 
	 
	 
	 
	298.3
	302.2

	2004
	 
	 
	 
	 
	 
	298.0

	Actual
	$200.5
	$217.7
	$239.2
	$277.8
	$297.1
	$298.8

	Note:
	· These are estimates of all sales tax revenues to the Public Transportation Fund, 75 

	
	     Percent of which directly supports the Operating Program.


· The amounts in bold indicate where the financial plan forecast for a year was lower than the actual revenues.

· The accuracy and utility of sales tax revenue forecasts diminish as they move further from the present year.

· In periods of substantial economic growth, past Transit Financial Plans have considerably underestimated out-year sale tax revenues.

· When the local economy began contracting the Transit Financial Plans were slow to adjust and went into a period of overestimating sales tax revenues.

The following table shows the six-year sales tax forecasts in Transit Financial Plans for budgets from 1999 to the present:
Transit Financial Plan Sales Tax Forecasts: 2004 – 2009 (in millions)
	Financial Plan
	2004
	2005
	2006
	2007
	2008
	2009

	1999
	$236.3
	 
	 
	 
	 
	 

	2000
	243.6
	$255.3
	 
	 
	 
	 

	2001
	361.6
	379.7
	$398.7
	 
	 
	 

	2002
	352.5
	371.9
	391.3
	$409.6
	 
	 

	2003
	315.5
	332.2
	352.9
	375.8
	397.4
	 

	2004
	308.0
	323.2
	343.6
	366.1
	388.7
	$409.0

	2005
	305.4
	321.9
	340.3
	360.3
	380.7
	401.7


· There are no “actuals” for these years, but the 2005 Financial Plan’s forecast of $305,415 for 2004 is likely very close to what the actual amount will be at year-end. The 2004 column in this table continues the pattern of underestimating revenues when the economy is strong (1999 & 2000) and then overestimating revenues as the economy slows.

· As the local economy now appears to be rebounding and entering a period of growth, past experience would suggest that the 2005 – 2010 Transit Financial Plan understates sales tax revenues.

· The 2005 – 2010 Transit Financial Plan projects a steady, annual $20M sales tax revenue growth, indicating an underlying assumption of declining economic growth rates throughout the next six years.

Other Transit Systems

The following tables portray how King County compares to other Transit agencies around the region and the nation with respect to fares.  

Fare Comparison: Regional Transit Agencies

	
	Adult
	Youth
	Senior/Disabled

	Community Transit
	$1.00 to $3.75
	60¢ to $3.00
	30¢ to $1.75

	Pierce Transit
	$1.25 to $2.50
	
	50¢ to $1.25

	Sound Transit (bus)
	$1.25 to $2.50
	$1.50 to $3.00
	Seniors $1.00 to $2.00

	King County 

(current fares)
	$1.25 to $2.00
	50¢
	25¢ to 50¢

	King County 

(with fare increase)
	$1.50 to $2.25
	75¢
	50¢


Within the region, King County’s current regular fares fall within the range of what other agencies are charging.  With the proposed fare increase, the base regular fare would become higher than the other agencies but the maximum fare (2-zone peak) would remain less than what other agencies are charging.  For both Youth and Senior/Disabled fares, the current and proposed fares for these groups are at the lower end of the range compared to other agencies.  

Compared to other agencies around the nation, King County’s current regular fares fall within the low range of what others are charging.  With the proposed fare increase, again the base regular fare moves to the high-end of what others are charging while the maximum fare remains one of the lowest.  Similar to the comparison between local agencies, the Youth and 
Senior/Disabled fares under both the current and proposed fare increase are at the lower end of the range compared to other agencies nation-wide.


FareComparison: Other U.S. Transit Agencies

	
	Regular
	Youth
	Senior/Disabled

	Boston
	90¢ to $3.45
	45¢ to $1.70
	25¢ to $1.70

	Denver
	$1.25 to $2.75
	60¢ to $1.85
	60¢ to $1.85

	King County 
	$1.25 to $2.00
	50¢
	25¢ to 50¢

	Minneapolis
	$1.25 to $2.50
	$1.25 to $2.50
	Seniors 50¢ to $2.50

Disabled 50¢

	Oakland
	$1.50 to $3.00
	75¢ to $1.50
	75¢ to $1.50

	Orange County
	$1.00 to $3.00
	
	25¢ to $2.70

	Philadelphia
	$2.00
	Free with adult; child alone pays regular fare
	Free except during peak.

	Portland
	$1.35 to $1.65
	$1.05
	65¢

	San Diego
	$1.00 to $4.00
	
	$1.00

	San Francisco
	$1.25
	35¢
	35¢

	San Jose
	$1.50 to $3.00
	$1.25
	75¢


Transit Service Growth

Attachment 4 is a table showing two sets of forecasts for new bus service through 2013, contrasting the assumptions in the adopted 2004 Budget with the assumptions in the Proposed 2005 budget which is predicated on approval of the 2005 fare increase. The table suggests that the new service levels assumed in the 2004 budget are unattainable even with the proposed fare increase. Without the proposed fare increase, the Transit Division predicts that existing service will have to be cut beginning in 2006. The Transit Division is preparing service growth/reduction scenarios for fare increases deferred to 2006 and 2007.

Alternative Fare Increase Scenarios

Below are projected revenues and ridership changes of alternative combinations of fare increases:

1. Remove the youth fare and senior/disabled fare increases from the proposal. 

2. Increase all of the proposed fare categories by $.50 instead of $.25 in order to comply with the policy setting a target of 25 percent operating cost recovery from fares.

The following table illustrates the revenue and ridership impacts of those changes.  The Transit Division will develop estimates of the OR/OE impacts. 
Revenue and Ridership: Proposed Fare Increase and Two Alternatives

	
	Revenue
	Ridership

	Proposed Fare Increase
	$12.3M
	(2.2M rides)

	No Increase to Senior/ Disabled and Youth Fare
	$10.4M
	(1.3M rides)

	50-Cent Increase
	$19.8M
	(3.1M rides) 


Note: Revenue and Ridership impacts are shown for 2006, the first full year of the higher fares

Human Service Tickets

Working with human service agencies, King County provides an extra subsidy to low-income bus riders. Every year the County sells single trip tickets to these agencies at 20 percent of their face value for free distribution to their clients. The County’s participation in this program is capped at an annual subsidy amount which was raised from $800,000 to $1,000,000 in 2001 as part of the general fare increase that year. Demand for these tickets had exceeded supply in several years prior to the cap being raised in 2001 but, in recent years, ticket demand has fallen slightly short of the amount available under the program and there is no proposal to raise the cap further with this general fare increase.

Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is attached.

REASONABLENESS

Based upon the potential for additional revenues through adjustments to the financial plan including the option of short-term borrowing from the Revenue Fleet Replacement Fund, it is not clear that a general fare increase is warranted at this time. However, given the unanticipated growth in ACCESS program costs and adopted policy calling for movement toward parity with regular transit fares, passage of Proposed Ordinance 2004-0482, amended to be limited to the proposed ACCESS fare increase, constitutes a reasonable business decision.

INVITED

Harold Taniguchi, Director, King Count Department of Transportation
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