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SUBJECT:  Transit fare increase and removal of a prohibition on wrapped bus advertising.  Today’s Committee meeting will include a presentation by the Transit Division and an initial review of the two proposed ordinances.
SUMMARY:  In response to the dramatic rise in fuel costs, the Executive has proposed a 25-cent increase in most bus fare categories with correspondingly higher pass prices as shown in the following table.  Unless otherwise noted, the proposed fare increases would take effect on October 1, 2008.
Table I.  Proposed Ordinance 2008-0377 Transit Fare Increases

	Fare Category
	2007 Rate
	Current Rate
	Proposed Rate
	Annual Revenue
	Ridership Impact

	Cash
	
	
	
	
	

	Adult Off-Peak
	$1.25
	$1.50
	$1.75
	$4.6M
	(800,000)

	Adult Peak 1-Zone
	$1.50
	$1.75
	$2.00
	$4.5M
	(300,000)

	Adult Peak 2-Zone
	$2.00
	$2.25
	$2.50
	$0.9M
	(100,000)

	Youth
	$0.50
	$0.75
	$0.75
	
	

	Senior/Disabled Off-Peak
	$0.25
	$0.50
	$0.50
	
	

	Senior/Disabled Peak
	$0.50
	$0.50
	$0.50
	
	

	ACCESS
	$0.75
	$0.75
	$1.00
	Proposed for January 1, 2009

	

	All-Day Pass (Weekday)
	$5.00
	$5.50
	$6.00
	$0.3M
	0

	All-Day Pass (Weekend)
	$2.50
	$3.50
	$4.00
	
	

	Total
	
	$10.3M
	(1.2M)

	Monthly Passes
	
	
	

	Adult Off-Peak
	$45.00
	$54.00
	$63.00
	Adult and youth monthly pass prices are the cost of a regional pass valid for that fare; the Senior/Disabled pass is set in code.  Revenue and ridership impacts are included in the above estimates for individual categories 

	Adult Peak 1-Zone
	$54.00
	$63.00
	$72.00
	

	Adult Peak 2-Zone
	$72.00
	$81.00
	$90.00
	

	Youth
	$18.00
	$27.00
	$27.00
	

	Senior/Disabled
	$  5.50
	$  9.00
	$  9.00
	

	ACCESS
	$13.50
	$18.00
	$27.00
	Proposed for January 1, 2009

	

	Senior/Disabled Annual Pass
	$66.00
	$99.00
	$99.00
	Included above

	

	Vanpool Fares
	Vanpool Fares will be increased approximately 8%-12% effective October 1, 2008 to maintain the cost recovery requirements


The Executive has also proposed to remove a restriction on wrapped bus advertising with the goal of generating additional revenue, estimated at $278,000 in 2009 and $409,000 in 2010.

BACKGROUND:
Transit Fare Increase

Proposed Ordinance 2008-0377 would amend the King County Code to increase most transit fares.  In response to the dramatic and sustained rise in fuel costs, the Executive proposes to increase all adult fares by $0.25 effective October 1, 2008.  Additionally, the Executive proposes to increase the ACCESS cash fare by $0.25 and the pass price from $18.00 to $27.00; the ACCESS fare changes would take effect January 1, 2009.  The Executive does not propose to increase Youth and Senior/Disabled fares as part of this proposal.
The ACCESS cash fare is equivalent to 40 percent of an adult 2-zone peak fare, 50 percent of an adult 1-zone peak fare, and 58 percent of an adult offpeak fare.  The ACCESS monthly pass is equivalent to 27 fares, whereas other monthly passes are equivalent to 36 fares.

A fare increase, the first since 2001, was approved in fall 2007 and the approved changes were phased in March 2008 and July 2008.  The financial plans associated with the fare increase assumed some increases in fuel costs, the Executive did not foresee, and could not account for, the sharp rise in fuel costs.
The following table summarizes fuel price projections and the impacts to Metro’s budget.


Table II.  Fuel Price Impacts on Metro Budget
	 
	2007/2008
	2008/2009

	Budget  ($/per gallon)
	$2.60 
	$2.70 

	Current  ($/per gallon)
	$3.86 
	$3.86 

	Projected  ($/per gallon)
	$4.25 
	$4.32 

	Deficit from fuel costs
	$14 Million
	$22 Million

	Revenue from Proposed Fare Increase 
	$2.5 Million
	$10.3 Million

	Revenue from Proposed Wrapped Buses
	$0
	$0.3 Million


As has been published throughout the country and by the American Public Transit Association1, transit agencies, like Metro, are seeking new revenues through two principal means:  fare increases and increases in state/local appropriations.  In addition, agencies are delaying capital and system improvements, though only a few appear to be reducing service.
In this region, where increases in state appropriations are unlikely, transit agencies such as Community Transit, Kitsap Transit and Portland’s TriMet have raised fares by $0.25 to $0.75.

While decreases in ridership were expected with the increase in transit fares, actual ridership has increased over this same period of time, including significant increases in usage by existing pass holders.

As provided for in King County Code 28.94.185, vanpool fares will be increased by approximately 8%-12% effective October 1, 2008.  This increase, which is not established by ordinance, will enable vanpool program to maintain the cost recovery direction provided.
Wrapped Bus Advertising

Proposed Ordinance 2008-0378 would amend the current budget, Ordinance 15975, to delete the proviso restriction on wrapped bus advertising.  

The 2007 annual budget included a proviso restricting the sale of wrapped bus advertising on Metro Transit buses.  Last year, the Council’s Operating Budget Committee reviewed legislation (Proposed Ordinance 2007-0367) to modify this proviso and allow wrapped bus advertising to be sold provided that a portion of the bus windows would not be covered.  The Operating Budget Committee did not act on the proposed ordinance, which subsequently lapsed, and the 2008-2009 transit biennial budget included the following proviso restriction:

The transit division shall not enter into, or authorize its contractor to enter into, any new agreements, or extend any such existing agreements, for exterior bus advertising that involve covering any portion of a bus side window.

Proposed Ordinance 2008-0378 would repeal this proviso.  According to the fiscal note, it takes approximately a year to implement wrapped bus ad sales.  Sale of wraps on about 25 buses would generate an estimated $278,000 in 2009 and $409,000 in 2010.  According to Transit Division staff, the intent would be to sell advertisements that do not block a 15-inch wide portion of the bus windows.  Committee members may want to explore how this intent would be implemented if Proposed Ordinance 2008-0377 is enacted in its transmitted form.
NEXT STEPS

To meet the remaining budget deficit, the Executive has also asked Metro to identify programmatic and capital changes for the 2009 proposed budget – which would be a mid-term adjustment to the Transit Division’s biennial budget – as well as for the 2010-2011 biennial budget proposal.

The Committee’s next meeting is July 23, which would provide an opportunity for further discussion and possible action on the two proposed ordinances.  Proposed Ordinance 2008-0378, concerning wrapped buses, will be referred to the Operating Budget Committee after action by the Transportation Committee.  Although both ordinances seek to address the cost impacts of diesel fuel prices, they do not need to be adopted simultaneously.
ATTACHMENTS:
1.
Proposed Ordinance 2008-0377
2. Fiscal Note for Proposed Ordinance 2008-0377

3. Proposed Ordinance 2008-0378

4. Fiscal Note for Proposed Ordinance 2008-0378

5. Executive’s transmittal letter
INVITED:
Kevin Desmond, General Manager, Metro Transit Division
Jill Krecklow, Finance and Administrative Services Manager, Metro Transit Division
1 American Public Transit Association, Impact of Rising Fuel Costs on Transit Services -- Survey Results, as retrieved on July 7, 2008 from http://www.apta.com/research/info/online/fuel_survey.cfm 
