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SUBJECT

Proposed Ordinance 2021-0059 would approve a Transit Service Funding Agreement between King County and the City of Seattle that would last until December 31, 2027.

SUMMARY

In November 2014, Seattle voters approved a six-year transportation funding measure comprised of a 0.1 percent sales and use tax and a $60 vehicle license fee.[footnoteRef:1] To implement that measure, the City of Seattle and King County approved a Transit Service Funding Agreement that allowed Seattle to purchase bus service from Metro.[footnoteRef:2] [1:  Proposition 1 was authorized by Seattle Transportation Benefit District (STBD) Resolution 12.]  [2:  Approved by King County through Ordinance 17978 and by Seattle through Ordinance 124720. Extended through June 2021 by King County Ordinance 19169 and Seattle Ordinance 126251.] 


In November 2020, Seattle voters renewed the funding measure, by approving a 0.15 percent sales and use tax increase that expires on March 31, 2027.[footnoteRef:3] Collections for the new funding measure begin in April 2021. [3:  The ballot renewal was authorized by the Seattle City Council through Ordinance 126115 and imposed through Ordinance 126250. ] 


Proposed Ordinance 2021-0059 would approve a new Transit Service Funding Agreement between King County and the City of Seattle to implement the transit service components of the new funding measure. 

The proposed agreement would be in effect until December 31, 2027, with the option for a one-year extension. The agreement, which is largely similar to the 2015 agreement, would outline the responsibilities of both parties; identify the costs the City would pay and the credit the City would receive for farebox revenues; set provisions for the purchase of fixed and flexible transit services; outline restrictions on the supplantation of existing transit service; and identify Seattle’s existing purchased service at the start of the agreement (but not proposals for service to be purchased or reduced in the future).[footnoteRef:4]  [4:  Future service investments or reductions would be managed through the County’s service change process (KCC 28.94.020).] 


Both the Seattle City Council and King County Council must approve the agreement. 


BACKGROUND 

2015 Seattle Transit Funding Agreement. In November 2014, Seattle voters approved a six-year transportation funding measure comprised of a 0.1 percent sales and use tax and a $60 vehicle license fee.[footnoteRef:5] To implement the transit service components of that funding measure, the City of Seattle and King County took action in early 2015 to approve the Seattle Transit Funding Agreement,[footnoteRef:6] which allowed Seattle to purchase Metro bus service using funding from the voter-approved measure. [5:  Proposition 1 was authorized by Seattle Transportation Benefit District (STBD) Resolution 12, which placed a six-year measure on the November 2014 ballot.]  [6:  Approved by King County through Ordinance 17978 and by Seattle through Ordinance 124720.] 


The agreement as approved by both jurisdictions addressed: 

· Process to purchase service. The agreement established the process for Seattle to purchase additional transit service, either on its own or in partnership with other jurisdictions, and established that Metro would operate that service. 

· Cost of service. The agreement defined Seattle’s operating and capital cost obligations for the additional service to be purchased, as well as the farebox credit Seattle would receive for purchased service.

· Supplantation of existing service. The agreement established a “no supplantation” policy for service that would otherwise be provided by the County and set procedures for the County to modify transit service in Seattle and for Seattle to propose changes to service. 

· Payment for service. The agreement outlined procedures for twice-yearly payments from Seattle to King County.

· Term and amendments. The agreement’s term ended on December 31, 2017, but it could be extended administratively for three additional years by agreement between the Metro General Manager and SDOT Director.

After it was approved, the 2015 Transit Service Funding Agreement was amended administratively four times. These administrative amendments extended the term of the agreement to December 31, 2020; incorporated information about service Seattle purchased during the term of the agreement; and added clarifications about regional partnership investments, Metro’s ability to meet Seattle’s requests for service, and supplantation of existing transit service. 

During 2020, King County and the City of Seattle approved a fifth amendment[footnoteRef:7] to the 2015 Transit Service Funding Agreement, which extended the term of the agreement for an additional six months, to June 30, 2021, but made no substantive changes.[footnoteRef:8] The extension allowed the County to continue billing the City beyond the end of 2020, for the purpose of either maintaining Seattle-funded service through the April 2021 start of collections for a new transit funding measure, if a new measure was approved; or to gradually ramp down Seattle-funded service if a new transit funding measure was not approved.  [7:  The fifth amendment was approved by King County through Ordinance 19169 and by Seattle through Ordinance 126251.]  [8:  Even with the fifth amendment, the 2015 agreement applied only to Seattle’s 2014 funding measure, not to any future funding measures.] 


2020 Seattle Funding Measure. In November 2020, Seattle voters approved a new transportation funding measure, comprised of a 0.15 percent sales and use tax increase that expires on March 31, 2027.[footnoteRef:9]  [9:  The ballot renewal was authorized by the City of Seattle through Ordinance 126115 and imposed through Ordinance 126250. ] 


The new funding measure is smaller than the original one: a 0.15 percent sales and use tax compared with the previous measure’s 0.1 percent sales and use tax and $60 vehicle license fee.[footnoteRef:10] For comparison, while the 2014 funding measure had reached average annual spending overall of $63.4 million by 2020,[footnoteRef:11] the new funding measure is anticipated to collect $33.4 million in 2021 (partial year),[footnoteRef:12] ramping up to $45.6 million in 2022 and to $53.3 million by 2026.[footnoteRef:13] [10:  The new funding measure did not include a vehicle license fee because, at the time it was placed on the ballot, the legal status of a voter-approved vehicle license fee was uncertain given ongoing litigation on the constitutionality of Initiative 976. Initiative 976, a statewide ballot measure that was approved by voters statewide in the November 2019 election, repealed vehicle license fees used for transportation programs. In October 2020, the Washington State Supreme Court ruled Initiative 976 unconstitutional. https://www.dol.wa.gov/vehicleregistration/docs/I-976-Fact-Sheet.pdf]  [11:  Seattle City Council Central Staff Memo on Council Bill 119833 (aka Ordinance 126115) dated July 7, 2020. Note estimates for the proposed new funding measure in this memo were based on the Mayor’s original proposal of 0.1% sales and use tax, which was later increased to 0.15% by amendment.]  [12:  Collections for the new funding measure begin April 1, 2021.]  [13:  Information provided by Metro staff, January 27, 2021, based on estimates from Seattle staff.] 


The new funding measure is also different from the 2014 measure in that it will cover a wider range of transportation priorities with the available funding. Specifically, the new funding measure will provide funding for:[footnoteRef:14] [14:  Seattle Ordinance 126115] 


· Metro transit service, including the ability to purchase service hours on:
· Metro-operated service with more than 65 percent of stops within Seattle, consistent with the Seattle Transit Master Plan and King County Metro Transit Service Guidelines, or any Metro route serving historically low-income communities in Seattle; and
· Current and future RapidRide lines serving Seattle.

· Youth and low-income fare programs: Up to $10 million each year may be used to support transit access by low-income residents, workers, seniors, and youth, including the ORCA Opportunity program[footnoteRef:15] or other similar programs, including those for essential workers.[footnoteRef:16] [15:  The ORCA Opportunity Program provides fully-funded 12-month ORCA cards to improve access to transit for various populations within Seattle. https://www.seattle.gov/transit/orca-opportunity]  [16:  Essential workers are defined in the ballot measure as “low-income medical workers, healthcare workers, first responders, pharmacy workers, grocery store workers, and other workers deemed essential by any state order… such as the COVID-19 civil emergency.”] 


· Speed and reliability improvements. Up to $9 million in 2021 and up to $3 million in each following year may be used to support infrastructure maintenance and capital improvements to maximize the efficiency of transit operations, focused around speed and reliability improvements for transit.

· COVID recovery and West Seattle mitigation. Up to $9 million may be used each year to support emerging mobility needs related to COVID-19 response and recovery and the closure of the West Seattle Bridge. Some of these funds could be used to pilot innovative partnerships, such as flexible services, with Metro. 

Metro estimates that City transit service purchases will average $21.4 million each year during the 2021-2022 biennium; $27.1 million each year during 2023-2024; and $29.3 million each year during 2025-2026.[footnoteRef:17] This compares with an estimated $55.4 million average annual expenditure on purchased transit service during 2020 from the former funding measure.[footnoteRef:18] [17:  Proposed Ordinance 2021-0059 Fiscal Note, these estimates do not include the City’s share of fare revenue.]  [18:  Seattle City Council Central Staff Memo on Council Bill 119833 (aka Ordinance 126115) dated July 7, 2020.] 


2021 Transit Service Agreement for Transit Funding Measure Renewal. Proposed Ordinance 2021-0059 would approve a new Transit Service Funding Agreement between King County and the City of Seattle to implement the transit service components of the new Seattle transportation funding measure. The proposed agreement would extend until December 31, 2027, with the option for a one-year extension.

The agreement, as proposed, contains the following provisions:

· Priorities for the funding measure. The Recitals section provides background information on the City’s ballot measure and the policies that will guide service investments. It also states Seattle’s priorities for the funding measure, including:

· Equity and sustainability. The agreement states that the funding measure prioritizes “centering equity and ensuring transit works for those who need it most” and that it is designed to support “economic recovery and sustainability” and implement the guiding principles of the King County Metro Mobility Framework.[footnoteRef:19] (Recitals A, C, D) [19:  Motion 15618] 


· Essential workers and acute mobility needs. Goals for transit investments include providing safe and efficient transit, particularly for “essential workers fighting against this global pandemic,” preserving a connected transit system in Seattle, and making investments in underserved areas and areas with acute mobility needs, specifically West Seattle. (Recital E)

· Fare programs. The funding measure is to invest in student and low-income ORCA fare programs.[footnoteRef:20] (Recital E) [20:  Fare program investments are not covered in this agreement.] 


· Continuity of service. The funding measure is to ensure continuity of critical services despite Initiative 976[footnoteRef:21] and the COVID-19 pandemic.[footnoteRef:22] (Recital E) [21:  Initiative 976, a statewide ballot measure that was approved by voters in the November 2019 election, repealed vehicle license fees and taxes that had been used for transportation programs. On October 15, 2020, the Washington State Supreme Court ruled Initiative 976 unconstitutional. https://www.dol.wa.gov/vehicleregistration/docs/I-976-Fact-Sheet.pdf]  [22:  In response to the COVID-19 pandemic, Metro began implementing emergency transit service reductions on March 23, 2020, with additional rounds of emergency service reductions in April, which reduced weekday transit trips by 27 percent. Metro began restoring some reduced service in June and made another round of adjustments in September, which brought service levels to approximately 85 percent of pre-COVID-19 service levels. Service and ridership information during the pandemic can be found on Metro’s Rider Dashboard.] 


· Purpose of Agreement (§1). The agreement states that its purpose is to set forth the terms and conditions under which the County will operate City-funded transit service.

· County’s responsibilities (§2). The agreement outlines the County’s responsibilities, including to:

· Provide service. The County will provide the transit service purchased by the City.[footnoteRef:23] Purchased service must be consistent with the County’s adopted Service Guidelines[footnoteRef:24] and/or the City’s Transit Master Plan[footnoteRef:25] and must be approved in accordance with the service change procedures outlined in the King County Code.[footnoteRef:26] The County must manage the purchased service in accordance with applicable laws, labor agreements, and policies. Service purchased by the City will be open to the general public. (§2.1, 2.2) [23:  City-purchased service is to be identified in Exhibit A of the agreement. As transmitted, Exhibits A-1 and A-2 show the status of City-purchased service as of September 2020. This information is to be updated as the City’s investments change following the County’s service change process.]  [24:  Ordinance 18301]  [25:  https://www.seattle.gov/transportation/document-library/citywide-plans/modal-plans/transit-master-plan]  [26:  KCC 28.94.020] 


· Evaluate and monitor purchased service. The County will monitor and evaluate the purchased service, using measures included in the annual System Evaluation report,[footnoteRef:27] as well as providing information about the service provided on City-funded routes. (§2.3, 2.4, 2.6) [27:  Ordinance 17143, as amended by Ordinance 17597] 


· Manage service. The County is responsible for scheduling, managing, and operating purchased service; preparing and distributing schedules; and notifying the City of any major changes to purchased service, including non-operation, major accidents or incidents, or planned changes in fare policies or fare levels. (§2.5)

· Coordinate service changes. The County is responsible for implementing transit service changes each March and September, as well as at other times if needed. The agreement outlines a timeline by which the City and County will develop a list of proposed service investments prior to each service change (both for investments that do and do not require County Council approval), as well as a process the parties will follow if Metro proposes a major service restructure. Because Metro is currently in the process of updating its adopted policy documents,[footnoteRef:28] the agreement outlines processes Metro will follow if it proposes new or substantially revised Service Guidelines. Changes to purchased service will be noted in updates to the agreement’s Exhibit A by administrative amendment. (§2.5) [28:  Metro is in the process of updating the Strategic Plan for Public Transportation (Ordinance 18301), the Service Guidelines (Ordinance 18301), and the Metro Connects Long-range Plan (Ordinance 18449) following a process outlined in Motion 15618.] 


· Market transit service. The County is responsible for developing and distributing marketing and communications information but will give the City the chance to review communications material in advance and to prepare supplemental materials if desired. (§2.8)

· City’s responsibilities (§3). The agreement outlines the City’s responsibilities, including to:

· Pay for service. The City agrees to pay, based on invoices from the County, the fully allocated costs of the service it has purchased, as well as associated fleet costs and operating enhancements.[footnoteRef:29] (§3.1, 3.2) [29:  Operating enhancements could include enhanced fare enforcement or transit lane enforcement. See §10.] 


· Maintain reserves. The agreement states that the maintenance and use of any reserve funds are solely within the City’s control and are not subject to the County’s reserve policies. However, the City is to strive to maintain reserves adequate to avoid cutting more than 100,000 service hours per service change period, so that City-funded service can be ramped down gradually if or when the agreement expires or is terminated. (§3.3)

· Provide terminal facilities. The City agrees to help the County identify adequate terminal facilities within City limits to support the City-funded service. (§3.4)

· Agreement duration (§4). The agreement starts once it is signed by both parties, and services begin as listed in Exhibits A-1 and A-2 (fixed route and flexible services). The agreement remains in effect until December 31, 2027, unless it is terminated early or extended. The agreement can be extended administratively for an additional 12 months. 

· Service costs and revenues (§5). The agreement states that the City will reimburse the County for all operating expenses and fleet costs in excess of farebox revenue. (§5.1) Rates are listed in Exhibit B and are to be updated each year as part of the budget process. This section of the agreement covers the details of how costs are determined, including: 

· Operating expense and cost allocation model. The City will compensate the County for the fully allocated operating expense for City-funded service, including but not limited to the cost of:
· Fuel and maintenance;
· Driver wages;
· Service supervision;
· Infrastructure maintenance;
· Revenue collection;
· Scheduling and rider information;
· Data analysis; and
· Administrative and management costs (does not include General Manager’s office). 
These costs will be projected through a Budget Cost Allocation Model, developed based on Metro’s adopted biennial budget, and updated annually in Exhibit B; and then confirmed through a closeout reconciliation, through which the County will develop an Actual Cost Allocation Model that uses actual operating data to allocate operating expense and determine the actual amount for which the City must reimburse the County. (§5.2)

· Fleet costs. The City will compensate the County for fleet costs based on the number of buses required to operate AM and PM peak hours[footnoteRef:30] for the purchased service that is in effect at the time. The County will determine the number of buses needed, as well as the fleet cost based on the type of bus used. Fleet costs are included in Exhibit B and will be updated annually. (§5.3) [30:  AM peak is 6:00-9:00 AM, PM peak is 3:00-6:00 PM, require one bus per 1,000 annual hours.] 


· Farebox revenue. The City will receive a credit toward the County’s operating expenses based on the system-wide farebox recovery ratio.[footnoteRef:31] Just as with the calculation of operating expenses, farebox revenue will be based on the adopted budget but then confirmed using actual farebox revenue and operating costs. (§5.4) [31:  Farebox recovery ratio = farebox revenue divided by operating costs.] 


· Budget process. Each year, the County will prepare an estimate of operating expense, fleet costs, and farebox recovery by October 31. The City will have the chance to review and provide comments. The County will develop a final estimated by December 15 of each year, based on the adopted County budget. Exhibit B, which contains rates for operating expense and fleet costs, will be updated each January based on the budget information. (§5.5)

· Closeout reconciliation. Each year, the City and County will reconcile the actual City-funded hours and actual costs against the amounts paid by the City. By March 31 (preliminary) and April 30 (final), the County will prepare a Closeout Reconciliation showing what the City paid compared with actual expenses and revenues from the previous year. If the amount that has been paid is different from the final reconciliation, either the City will pay the County the remaining amount or the County will reimburse the City for the overage. (§5.6)

· Periodic review of financial performance. Because operational policy decisions can affect the amount the City must pay for purchased service, the two parties will meet after May 1 each year to review the previous year’s financial performance and identify cost drivers, issues, and trends that may affect future planning. 

This section includes several provisions that were developed in response to the prolonged operational changes and service reductions that began in early 2020 in response to the COVID-19 pandemic, specifically, requirements that:
· The County inform the City of any major changes to fare policy that will affect projected revenue, including the temporary suspension of fares due to emergencies; 
· The County include City staff in the process of identifying reductions if unplanned service reductions are needed for an emergency (other than snow); and, 
· If Metro is allocated federal COVID-19 funding after this agreement takes effect, the County will provide the City with credit for an applicable portion of the funding award, based on the percentage of bus service funded by the City on the date of the award. (§5.7)

· Flexible services reimbursement. The proposed agreement includes a new section related to flexible services, which are services operated by a third party in contract with the County. These services can be pilots or permanent programs, with the County’s budget process and adopted service plans used to determine when a pilot service has transitioned into permanent service. 

If the parties wish to implement a flexible services pilot, an amendment to the agreement is required, and flexible services expense and revenue projections will be included in Exhibit B. 

For pilot programs, the City will reimburse the County for direct costs of service from the contractor, as well as direct costs related to service implementation and support, but not incremental overhead costs. The farebox recovery credit for these programs will be based on the farebox recovery ration of the specific service, not the system-wide ratio, as well as any external funding sources such as grants.

For permanent programs, the City will reimburse the County for the fully allocated cost for the service, including both direct costs for the contractor and service implementation and overhead costs that are allocated to the service. The farebox recovery credit for these programs will be based on the farebox recovery ration of the specific service, not the system-wide ratio, as well as any external funding sources such as grants. (§5.8)

· Invoices/payment procedures (§6). The agreement outlines the process by which the County will invoice the City on a quarterly basis (March 31, June 30, September 30, and December 31). This compares with semi-annual invoicing for the 2015 agreement. The City will make payment within 45 days of receiving an invoice. As described above in the summary of the service costs and revenues section (§5), the total payment from the City will be adjusted based on the budget process and annual closeout reconciliation. 

· No supplanting of transit services (§7). The agreement states that City-funded service will not supplant service that the County would otherwise have provided in accordance with Metro’s Service Guidelines. (§7.1) To ensure that there is no supplantation, the agreement includes language about the use of Metro’s Service Guidelines and annual System Evaluation report (§7.2) to assess, evaluate, and recommend changes to the overall transit network and to allocate City investments.[footnoteRef:32] Specifically: [32:  The agreement notes that the entirety of any route on which the City purchases service will be evaluated without a separate evaluation of “Seattle hours” or “King County hours.”] 


· Service Guidelines guide transit network. The agreement states that Metro’s service investments, reductions, reinvestments, and restructures of bus routes will be based on Metro’s policies, including the annual System Evaluation report and the Service Guidelines in effect. The County has the sole authority to interpret the Service Guidelines and to make changes to the transit network based on the Service Guidelines. (§7.3)

· City and County policies guide additions or reductions to service. Metro agrees to continue its current number of bus trips on each route and will notify the City if the Service Guidelines or System Evaluation lead Metro to increase or reduce service on a route. The City may reduce or increase its purchase of additional service on a route at any time, consistent with the timeline outlined in §2.7. The City has the sole authority to interpret the Seattle Transit Master Plan and to make changes to purchased service based on the Transit Master Plan. (§7.4) 

· Adopted policies guide service restructures. Before any service restructure, Metro will identify as a baseline the number of Seattle-funded and County-funded service hours on relevant routes, and will commit to retain the County’s baseline number of hours, except as Service Guidelines or System Evaluation lead to changes or if budgetary shortfalls require reductions. (§7.5)

· City will be credited if revenues increase. If there is growth in existing revenues or if new revenue sources enable Metro’s transit network to grow, the City will be credited for service investments made after the March 2021 service change, based on crowding, reliability, and system growth. (§7.6)

· City will be permitted to take over funding for County-funded hours if revenues decrease. If a reduction in revenues or a loss of revenue sources requires reductions to the Metro transit network, the City will be given the opportunity to take over funding that would otherwise be subject to reduction based on the Service Guidelines. The presence of City investment on a route does not protect or otherwise insulate that route from being considered for reduction if Metro must reduce service hours. (§7.7)

· Procedural provisions (§8-21). The remaining sections of the proposed agreement cover procedural provisions to govern the relationship between the two parties, including: 

· Records and audits (§8). The parties will maintain documents for six years after the expiration or termination of the agreement. The City will have reasonable access to Metro’s records, and if there is an audit, the County will have the opportunity for an audit exist conference. All non-privileged, non-exempt records are subject to public disclosure. 

· Indemnification and legal relations (§9). The agreement is solely for the benefit of the parties and gives no right to any other person or entity. There is no joint venture formed and no employees or agents or one party are agents or employees of the other. Each party must ensure that its contractors and subcontractors comply with all relevant laws, regulations, and ordinances. Each party shall protect, defend, indemnify, and hold harmless the other. Superior Court of King County is the venue for any legal action arising under this agreement.

· Changes and modifications (§10). The agreement can be amended or modified only by a written agreement. The Metro General Manager and Seattle Department of Transportation Director may execute amendments consistent with the intent and purpose of the agreement. The City may request the County to provide transit service or operational enhancements beyond the scope specifically identified in the agreement and the County may provide these improvements at its sole discretion, with the City providing funding. The General Manager and Director may also agree to reductions in City-funded service.

· Termination of agreement (§11). The agreement may be terminated by either party in writing, preferably with 180 days’ notice, if the other party fails to fulfill its obligations, or for any cause with 180 days’ notice. Both parties’ performance is dependent on receiving appropriation authority from their governing bodies, and the agreement may be terminated if either party does not receive sufficient appropriation. 

If the City gives notice to terminate, the City will strive to maintain sufficient reserves to fund service through the ramp-down period to allow Metro to adjust its workforce and facilities and to prevent more than 100,000 service hours being cut during any single service change. Regardless of reserve status, the City must fund service for as many service changes as this ramp down requires, including receiving approval of service changes from the County Council.  

· Force majeure (§12). Major incidents or emergencies beyond the control of the parties may excuse them from their obligations. The standard list of events (such as fire, flood, earthquake, strikes, national fuel shortage) includes “epidemic or pandemic infectious disease.” Even in a force majeure situation, the City is still obliged to pay the County for services that are provided.

· Dispute resolution (§13). The agreement outlines a progressive set of dispute resolution steps between people in each organization, noting that the parties may not seek relief in a court of law until each of the required procedural steps is exhausted. 

· Waiver of default (§14). Waiver of default or of any breach in the agreement is not a waiver of any subsequent action, unless stated to be so in writing, signed by both parties, and attached to the agreement as an Exhibit.

· Assignment (§15). Neither party shall assign or transfer any interest, obligation, or benefit of the agreement without the other party’s prior written consent.

· Headings for convenience only (§16). Section headings in the agreement are for convenience only.

· Mutual negotiations and construction (§17). The agreement and its terms have been negotiated and mutually drafted by the parties. The language in the agreement shall be read according to its meaning and not for or against either party.

· All terms and conditions (§18). The agreement supersedes all prior negotiations, representations, and agreements between the parties on this matter.

· Contact persons (§19). Contacts are identified at each agency and protocols for delivering notice by email, fax, or US mail are set. 

· Executive of agreement – counterparts (§20). The agreement will be executed with two copies, either of which shall be regarded as an original.

· Effective date (§21). The agreement shall take effect on the last date it has been executed by both parties. 

Exhibit A-1 provides a route-by-route list of annual service hours of fixed route service funded by the City as of the September 2020 service change.

Exhibit A-2 provides a summary of annual service hours of pilot flexible service funded by the City as of the September 2020 service change.

Exhibit B-1 summarizes the service costs and rates that will be used to determine the City’s payment for service. The exhibit also summarizes farebox recovery estimates to determine the farebox credit the City will receive.

ANALYSIS

In 2015, the concept of a Transit Service Funding Agreement, through which a jurisdiction would contract to purchase a significant amount of service from Metro over a lengthy term, was new and untested, and required both policy and procedural decisions. As a result, the 2015 Transit Service Funding Agreement was transmitted as part of a larger packet of legislation that included:

· A proviso response outlining the policy implications of transit service agreements and the criteria and guidelines to be followed in developing these agreements, which noted that, since Metro did not have the financial capacity to support supplemental service expansion, cities and other organizations could agree to fund partnership arrangements with Metro to preserve service slated for or already cut; enhance service on underserved corridors; or develop service tailored to their unique community needs;[footnoteRef:33] [33:  Motion 14330] 


· A service change ordinance that added approximately 223,000 Seattle-funded transit service hour investments over two service changes in June 2015 and September 2015;[footnoteRef:34] and [34:  Ordinance 17979] 


· The 2015 Transit Service Funding Agreement itself, which included not only the policy, procedural, and contractual provisions to govern the City’s purchase of transit service, but also a list of the service hours on each route that the City proposed to purchase during the first two service changes to begin the implementation of the agreement.[footnoteRef:35]  [35:  Approved by King County through Ordinance 17978 and by Seattle through Ordinance 124720.] 


The Seattle and King County Councils worked together during the early months of 2015 to deliberate and agree on the policy framework undergirding the agreement, the amount and type of service the City would purchase, and the specific procedural provisions (such as the process for cost allocation and the method for invoicing) that would be employed during the agreement’s term. The two Councils coordinated on an amendment[footnoteRef:36] that required a report to the County Council on performance under the agreement; expressed the goal that additional City investments would prioritize crowding and schedule reliability;[footnoteRef:37] and made technical and legal clarifications to the text of the agreement. [36:  See King County Council Revised Staff Report dated February 17, 2015 ]  [37:  Crowding and schedule reliability and Priority 1 and Priority 2 for service investments in the Service Guidelines (Ordinance 18301)] 


By contrast, Proposed Ordinance 2021-0059, the proposed 2021 Transit Service Funding Agreement, does not include new policy proposals and does not propose any new Seattle service investments. 

In terms of service to be purchased by the City, Exhibit A in the proposed agreement contains a list of existing Seattle-funded service, as of September 2020. Any Seattle-funded additions or reductions to be proposed during the term of the agreement would be proposed and approved using the County’s adopted service change process.[footnoteRef:38] [38:  KCC 28.94.020] 


The new agreement does propose several changes from the adopted 2015 agreement. These changes can be organized into three categories: (1) procedural changes and clarifications; (2) provisions for flexible services; and (3) changes to respond to the City’s voter-approved ballot measure language and/or the fiscal and operational impacts of the COVID-19 pandemic. These changes are described below.

Category 1. Procedural changes and clarifications. The proposed agreement includes several procedural changes and clarifications, which Metro staff state are based on lessons learned during the implementation of the 2015 agreement. These changes include: quarterly rather than semi-annual invoicing; clarifications about the data Metro is to provide when it evaluates purchased transit service; and clear deadlines and procedures for the County and City to develop service investment requests in advance of scheduled service changes and to review estimated and actual cost allocation each year. 

Category 2. Provisions for flexible services. The proposed agreement includes a new section on flexible services (§5.8), defined as services operated by a third party in contract with the County (such as Via to Transit).[footnoteRef:39] Flexible services were not specifically described in the 2015 agreement but are identified as a service type in the Service Guidelines,[footnoteRef:40] and thus have been a service type eligible for Seattle to purchase. As of September 2020, Seattle was funding 70,325 hours of flexible services,[footnoteRef:41] although Metro staff report that demand has been lower than the number of funded hours during the pandemic, so the Seattle-funded flexible services have been operating at approximately one-third of the funded hours. [39:  Via to Transit is a pilot, on-demand service that connects riders to and from three transit hubs in Southeast Seattle and Tukwila.]  [40:  These services are named “alternative services” in the adopted Service Guidelines and described as “any non-fixed-route service directly provided or supported by Metro.” Ordinance 18301, Attachment B, pp. 11, 23.]  [41:  See Exhibit A-2] 


The proposed agreement would provide greater clarity about how flexible services are purchased and invoiced. The proposed agreement states that these services can be pilots or permanent programs, with the County’s budget process and adopted service plans used to determine when a pilot service has transitioned into permanent service, with slightly different cost allocation models[footnoteRef:42] depending on whether the service is pilot or permanent. In either case, the City’s credit for farebox recovery is based on the specific service, not on the overall transit system’s farebox recovery ratio.[footnoteRef:43] [42:  See Background section of this staff report for more detail on the Flexible Services provisions included in the proposed agreement.]  [43:  The 2020 System Evaluation report (Motion 15802, Attachment A, p. 16) summarizes average daily ridership and cost per boarding for 24 flexible services (countywide, not just in Seattle) that were in operation during the September 2019-March 2020 time period evaluated. Average daily ridership ranged from six to 416, with cost per boarding ranging from $4.20 to $71.50. For comparison, as noted in the Metro Connects Progress Report section of the System Evaluation (p. 19), average cost per boarding for Metro bus and DART service was $5.22 in 2019.] 


Category 3. Responses to the voter-approved funding measure or the operational and economic impacts of the COVID-19 pandemic. As discussed above, the new funding measure is smaller and contains a larger list of funding priorities than the former funding measure. In addition, the new funding measure was approved during the COVID-19 pandemic, when bus service and ridership were both lower than they had been earlier in the year. As a result, the proposed agreement includes provisions that specifically respond to the voter-approved ballot language or to the operational and fiscal impacts of the pandemic and post-pandemic recovery plans:

· Number of Seattle-funded hours. As discussed above, the new funding measure proposes to spend less on purchased transit service than the prior funding measure. During normal times, this change in the amount of service to be purchased would have required service hour reductions at the start of the new agreement. However, because of the temporary service reductions Metro made during 2020 in response to the COVID-19 pandemic, the level of Seattle-funded service that existed as of September 2020 is proposed to be used as the baseline for the proposed agreement, with any future additions or reductions to Seattle-purchased service to be made in accordance with King County’s service change process.

In March 2020, prior to the COVID-19 pandemic, the City was purchasing 358,851 hours of fixed-route Metro transit service on 55 routes. However, beginning in late March 2020, Metro made a series of temporary service reductions[footnoteRef:44] – to both County-funded and City-funded service – to respond to the ridership declines and safety and operational impacts of the pandemic. By September 2020, Metro was operating approximately 85 percent of its service with about 33 percent of its ridership.[footnoteRef:45] Of note, as part of the September 2020 service change, Seattle-funded night, evening, and weekend bus service was reduced at the City’s request due to the loss of vehicle license fee[footnoteRef:46] funding and the expiration of the 2014 transit funding measure at the end of the year.[footnoteRef:47]  [44:  Metro’s service reductions were made administratively, using the emergency authority granted to the Metro General Manager in the King County Code (KCC 28.94.020). Because King County has never before experienced such a long-term emergency affecting transit service, the Council approved a budget proviso as part of the 2021-2022 budget that requires Metro to report in March 2021 on how updates to its policy documents will include guidance on post-pandemic service restoration and recovery (Ordinance 19210, Section 113, Proviso P7).]  [45:  Information about Metro’s service during the pandemic can be found on The Dash (https://www.kingcounty.gov/depts/transportation/metro/about/accountability-center/rider-dashboard.aspx)]  [46:  As noted above in this staff report, when Initiative 976 was approved by voters statewide in November 2019, it eliminated Seattle’s voter-imposed vehicle license fee. Seattle continued to collect the fee but did not spend it while litigation proceeded. In February 2021, the City announced that, of $23.7 million that had been collected in vehicle license fee during this period, $12.7 million will be spent on one-time investments to transit and transportation projects that had been stopped during the COVID-19 pandemic, $5 million will be spent to maintain Seattle-funded transit service prior to the April 2021 start of collections for the new funding measure, and $6 million will be placed in reserves.]  [47:  Metro Matters Blog, September 2, 2020, “Sept. 19 service change: Metro helping to prepare riders,” https://kingcountymetro.blog/2020/09/02/sept-19-service-change-metro-helping-to-prepare-riders/] 


Following these reductions, as of September 2020, Seattle was purchasing just over half its previous service: 183,914 hours of fixed-route Metro transit service on 35 routes. Please see Attachment 4 for a route-by-route comparison of pre-COVID and current Seattle service investments.

As discussed above, unlike the 2015 agreement, which included a proposed set of Seattle investments as part of the transmitted agreement package, the 2021 proposed agreement does not propose any service additions or reductions. Instead, the agreement would begin with the existing Seattle-purchased service as of September 2020 used as a baseline. Any future proposals for additions or reductions to Seattle-purchased service would be made in the future, following the consultative process outlined in the proposed agreement and in accordance with King County’s service change procedures. 

· Reserve requirement. The proposed agreement includes a requirement (§3.3, 11.5) that the City will strive to maintain sufficient reserves so that service reductions can be made gradually when the agreement ends, with a maximum reduction of no more than 100,000 service hours per service change. Metro staff state that this requirement was added based on the experience during 2020, prior to the passage of the new funding measure, when City and County staff worked together to determine how City-funded service would be ramped down if the new funding measure was not successful. Going forward, the agreement would require that City-funded service be ramped down gradually over the course of several service changes if the agreement ends and is not replaced with new funding.

· COVID-specific language. The proposed agreement includes several sections that respond to conditions during the pandemic. These include provisions that:

· If there is a need for unplanned service reductions (except for snow), Metro will include City staff in the process of identifying the reductions (§5.7.6);
· If, after the start of the agreement, Metro is allocated federal COVID relief funds, the County will engage with the City to develop and implement a credit for an applicable portion of the grant funds toward the cost of City-funded service (§5.7.7); and
· An epidemic or pandemic infectious disease is added to the list of Force Majeure events that allow either party to be excused from the agreement (§12). 

· Metro policy update provisions. Metro is in the process of updating its adopted policy documents.[footnoteRef:48] Because changes to the Service Guidelines could affect Seattle’s service purchases, the proposed agreement includes a section (§2.7.6) stating that Metro will consult and collaborate with the City and other jurisdictions through the Regional Transit Committee about potential policy changes and that, if new or revised Service Guidelines will affect purchased service, the parties will meet before those changes go into effect to negotiate any needed changes to the agreement. [48:  Metro is in the process of updating the Strategic Plan for Public Transportation (Ordinance 18301), the Service Guidelines (Ordinance 18301), and the Metro Connects Long-range Plan (Ordinance 18449) following a process outlined in Motion 15618.] 


Policy and legal staff have not identified any issues of concern. 

The proposed agreement must be approved by both the Seattle City Council and King County Council. The Seattle City Council’s Transportation & Utilities Committee passed the agreement[footnoteRef:49] out of committee on February 17, 2021; and the Seattle City Council was scheduled to consider it on February 22, 2021.  [49:  The proposed agreement at the Seattle City Council is CB 119998.] 


INVITED

· Christina O’Claire, Director, Mobility Division, Metro Transit Department
· Erik Rundell, Transportation Planner, Metro Transit Department

ATTACHMENTS

1. Proposed Ordinance 2021-0059 and its attachment
2. Transmittal Letter
3. Fiscal Note
4. Comparison of pre-COVID and September 2020 Seattle-funded service
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