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Metropolitan King County Council
Transportation, Economy and Environment Committee

STAFF REPORT
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	9
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	Date:
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SUBJECT

A motion approving a report relating to ORCA card fee options.

SUMMARY

Proposed Motion 2017-0353 would approve a report that examines opportunities and potential impacts of eliminating fees for ORCA cards and Regional Reduced Fare Permits (RRFPs) or adding value to them at the time of purchase. The report recommends eliminating the $3 fee for RRFPs and working with regional partners to reduce the ORCA card fee from $5 to $3.

This motion is part of a package of fare-related ordinances and motions transmitted by the King County Executive that would:
· Eliminate zone and peak price differentials to create a flat adult fare of $2.75;
· Increase the cap on the Human Services Ticket Program;
· Allow for elimination of the $3 fee for RRFPs and reduce the ORCA card fee from $5 to $3.

The Transportation, Economy, and Environment Committee discussed the proposed motion at its October 3, 2017 meeting and requested additional information about Metro’s rationale for proposing to reduce the ORCA card fee to $3 rather than eliminate it or load $5 worth of value onto the card at the time of purchase.  Metro’s response is provided as Attachment 3.

BACKGROUND 

Fare Change Package

This proposed motion is part of a package of transit fare-related legislation proposed by the Executive. The other components of the fare change package include:
· Proposed Ordinance 2017-0350 would create a flat adult fare of $2.75 and eliminate the zone and peak price differentials;
· Proposed Motion 2017-0351 would accept a report on very-low-income fare options, recommending an increase in the cap on the Human Services Ticket Program, a pilot of using ORCA products in the Human Services Ticket Program, and further research on the needs of very-low-income residents;
· Proposed Ordinance 2017-0352 would increase the annual cap on the subsidy for the Human Services Ticket Program by $400,000 to $4 million;
· Proposed Ordinance 2017-0354 would allow for elimination of the $3 fee for RRFPs (available to seniors over age 65 and people with disabilities).

The proposed ordinances were referred to both the Regional Transit Committee and the Transportation, Economy, and Environment Committee. The proposed motions are in response to Council provisos in the 2017-2018 budget and were referred to the Transportation, Economy, and Environment Committee as directed by the proviso language. The proposals rely on revenues generated by Proposed Ordinance 2017-0350 to offset the costs associated with them.

ORCA

King County is one of seven regional transit agencies[footnoteRef:1] that partnered on a smart card technology that established a common, noncash fare system throughout the regional participants’ service areas, called One Regional Card for All (ORCA). The ORCA system launched in 2009. [1:  The ORCA system includes King County Metro, Community Transit (Snohomish County), Everett Transit, Kitsap Transit, Washington State Ferry System, Sound Transit, and Pierce Transit.] 


An ORCA card allows users to purchase electronic daily or monthly passes for unlimited rides, or load value on an E-purse that works like a debit card to deduct the cost of individual trips. The card is valid on transit services within all the ORCA partner agencies[footnoteRef:2] and allows for free transfers between services (except Washington State Ferries) within a two-hour window. Qualified ORCA users can obtain reduced fares through the Regional Reduced Fare Permit for seniors and disabled riders, youth fare, and ORCA LIFT for low income riders. [2:  Some ORCA cards provided by institutions are limited to use on certain agencies or services. ] 


ORCA agencies are parties to an Interlocal Cooperation Agreement for Design, Implementation, Operation and Maintenance of the Regional Fare Coordination System, which was originally executed in 2003, and amended in 2009.[footnoteRef:3] The ORCA Interlocal Agreement establishes that the ORCA system is managed by a Joint Board made up of a representative from each ORCA agency. [3:  Authorized by King County by Ordinance 16415] 


In 2008, the ORCA Joint Board passed Business Rule 103, which established a $5 ORCA card fee, which can be reduced to $3 for qualifying human service agencies.

Regional Reduced Fare Permit (RRFP)

The RRFP Memorandum of Understanding was first entered into by King County in 1997 (Ordinance 12643). The memorandum established the permit program, which was available to seniors over age 65 and people with disabilities, and made permit holders eligible for discounted fares among Puget Sound transit providers and on the Washington State Ferry System. At that time, a $3 administrative fee was established to be collected by agencies administering the card and the King County Code was amended to authorize collection of the $3 fee (K.C.C. 4A.700.510). In 2015, 14 transit agencies in the Puget Sound Region, including King County Metro, signed on to an updated RRFP Memorandum of Agreement, which included the $3 administrative fee.

Each transit agency establishes its own rates of fare, including the discounted fares for senior citizens and people with disabilities. RRFP ORCA cardholders pay the appropriate reduced fare on each agency’s regular transit service, including Sound Transit’s light rail and commuter rail service, all agencies’ bus services, City of Seattle streetcars, and ferry service. King County Metro’s fare rate for RRFP cardholders is $1 for all trips, as is the Sound Transit RRFP fare for Link Light Rail and one-county bus trips.

ORCA Card Fee Proviso and Report

The King County Council included Proviso P2 in Section 115 of the 2017-2018 Budget,[footnoteRef:4] requesting that Metro transmit a report considering the elimination of the $5 ORCA card fee and $3 RRFP fee. Proviso P2 states: [4:  Ordinance 18409] 


Furthermore, of this appropriation, $1,000,000 shall not be expended or encumbered until the executive transmits a report on options for either the county or all parties to the regional fare coordination system to implement one or more of the following: (1) eliminate the $5 fee for individuals to purchase an ORCA card and the $3 fee for a regional reduced fare permit; or (2) add $5 of value to the ORCA card and $3 of value to the Regional Reduced Fare Permit at the point of purchase, and a motion that approves the report and the motion is passed by the council. The motion shall reference the subject matter, the proviso’s ordinance, ordinance section and proviso number in both the title and body of the motion. 
The report shall include, but not be limited to:
1. A listing of King County Code provisions, ordinances, interlocal agreements, joint board policies and other policy documents that are implicated if there were a change to the policy of charging the $5 ORCA card fee and the $3 regional reduced fare permit fee;
1. An analysis of the objectives from charging for the card and permit, how results are measured and whether the objectives are being met;
1. An analysis of the financial impacts to the county of eliminating the $5 and $3 fees and adding equivalent value at the point of purchase, both for all purchases and for purchases solely by individuals;
1. An explanation of county operational procedures that would have to be changed to eliminate the $5 and $3 fees or to add the equivalent value at the point of purchase;
1. Identification of opportunities to amend the regional fare cooperation agreement to provide for all participating agencies to waive the fees or to provide the equivalent value at the point of purchase;
1. An estimate of the financial benefit on transit riders resulting from the elimination of the fees or adding the equivalent value at the point of purchase; and
1. An evaluation of the equity and social justice impacts of eliminating the fees or adding the equivalent value at the point of purchase.
The executive should file the report and motion required by this proviso by February 28, 2017, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for the transportation, economy and environment committee or its successor.
Proposed Motion 2017-0353 was transmitted in response to Proviso P2 and would approve a report on ORCA card fee and load options.

The report states that the objectives of the ORCA card and RRFP fees are to partially offset the cost of administering ORCA card sales, which Metro calculates as approximately $8 per card, and to deter customers from disposing of the cards rather than reloading them. According to the report, Metro recovered 22 percent of fare media sales costs through ORCA and RRRP fee revenue in 2016.[footnoteRef:5]  [5:  Response to Ordinance 18409, Section 115: 2017-18 Transit Budget Proviso P2 – ORCA Card Fee/Load Options, pages 6-7] 


Metro estimates eliminating the ORCA card and RRFP fees would reduce revenue by the amounts in Table 1, based on Metro revenue generated by the fees in 2016. Costs of issuing ORCA cards could also increase if greater numbers of returning customers disposed of their cards rather than reloading them.

Table 1. Projected revenue loss from waiving ORCA card and RRFP fees

	Fee category waived
	Revenue loss

	All ORCA cards
	$1.67 million

	Retail ORCA cards (keep $5 fee for all cards issued to business accounts)
	$391,000

	Reducing ORCA fee from $5 to $3
	$700,000

	All RRFPs
	$75,000



[bookmark: _GoBack]If an amount equivalent to the fee were loaded onto ORCA cards at the time of sale, Metro projects revenue losses would be similar. Such action also would result in more administrative and technical processes for Metro, including changes that would need to be made by the system vendor. It would also result in an additional step for customers wanting to apply the credit towards a monthly pass.

The report indicates that waiving or reducing the ORCA card fee would require unanimous approval of the ORCA Joint Board, and that waiving RRFP fees would require the approval of participants in the RRFP Memorandum of Understanding. Metro’s discussions with ORCA agencies indicate that the ORCA Joint Board would likely support reducing the ORCA card fee from $5 to $3. With respect to the waiving the RRFP fee, on August 30, 2017, the Puget Sound Regional Council’s Transportation Operators Committee approved an update to the RRFP Memorandum of Agreement that allows agencies to waive the $3 fee at an agency’s discretion.

The report includes the following proposals to improve access and affordability:[footnoteRef:6] [6:  Response to Ordinance 18409, Section 115: 2017-18 Transit Budget Proviso P2 – ORCA Card Fee/Load Options, page 11] 

· Metro will work with the other ORCA agencies with the goal of reaching agreement to reduce card fees for adult and youth passengers from $5 to $3, with a $3 replacement cost.
· Metro is working with the agencies participating in the RRFP program to amend the RRFP agreement to allow agencies the flexibility to charge a lower amount than the $3 fee for processing an RRFP application.
· Metro will continue to provide ORCA cards with value loaded or fees waived during promotional activities, including waiving all ORCA LIFT card fees for ORCA LIFT participants and their children.

ANALYSIS

Proposed Motion 2017-0353 is responsive to the requirements of Ordinance 18409 Section 115 Proviso P2. 

Metro estimates that implementing the recommendations included in the ORCA fee report, including reducing the ORCA card fee from $5 to $3 and waiving the $3 RRFP fee, would cost approximately $775,000 per year. Metro states that this cost would be offset by additional revenue generated by adopting Proposed Ordinance 2017-0350, which would implement a $2.75 flat adult fare.

Metro also states that, while Metro’s research indicates the ORCA card fee is not a significant barrier for most riders,[footnoteRef:7] customers who obtain ORCA cards as a result of reduced fees would experience increased convenience accessing transit and improved interagency transfer services. [7:  Response to Ordinance 18409, Section 115: 2017-18 Transit Budget Proviso P2 – ORCA Card Fee/Load Options, page 10] 


ATTACHMENTS

1. Proposed Motion 2017-0353 (and its attachments)
2. Transmittal Letter
3. Metro’s Response to Council Questions Asked 10/3/2017

INVITED

1. Rob Gannon, General Manager, Metro Transit Division
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