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SUBJECT

Transit Fare Briefing #1.
SUMMARY
This briefing, required by a 2013-2014 budget proviso, will outline transit fare history, revenue, customer characteristics, fare payment methods, policy goals, and challenges.  A second quarter briefing is directed to address the effects of fare pricing on customers.  By August 1, the Executive is required to transmit a comprehensive report on fares.
The briefings and report are intended to give the County Council context for implementing transit fare policy and evaluating future fare ordinances.  The Executive has not made a final decision on the timing and details of the next fare increase, but there is a potential for transmittal in mid to late 2013 of a fare increase ordinance that would, if enacted, take effect in 2014.
BACKGROUND
The 2013-2014 biennial budget does not include revenue from a transit fare increase as the budget can only include revenue that is legally available to the Transit Division.  The Financial Plan for the Public Transportation Fund, however, does include a planning assumption that additional fare revenue will be generated from a fare increase beginning in 2015.

The Executive has not decided on the timing and content of the next fare ordinance.  During review of the 2013-2014 transit budget, the Council learned that the Transit Division may recommend a fare increase that would begin to generate additional revenue in early 2014.  This would require transmittal of a fare increase ordinance to the County Council later this year.
To facilitate review of transit fare policy and potential future fare increases, the Council added Proviso P1 to Section 116 of Ordinance 17476, the 2013-2014 biennial transit budget, reproduced below.  This proviso requires the first quarter and second quarter briefings and transmittal, by August 1, 2013, of a comprehensive report on transit fares.

Proviso P1, Section 116 of Ordinance 17476 (emphasis added)

P1 PROVIDED THAT:


Of this appropriation, $5,000,000 shall not be expended or encumbered until the executive transmits a report and a motion that approves the report and the motion is passed by the council.  The motion shall reference the proviso's ordinance, ordinance section proviso number and subject matter in both the title and body of the motion.


The executive must file the report and motion required by this proviso by August 1, 2013, 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.


The executive shall transmit a report on transit fares, which includes detailed information on transit division plans to implement strategy 6.3.2 of the Strategic Plan for Public Transportation ("Establish fare structures and fare levels that are simple to understand, aligned with other service providers, and meet revenue targets established by Metro's fund management policies").  The report shall also summarize fare changes adopted after July 2010, as well as discuss market changes resulting from the ongoing implementation of the ORCA fare media and shall provide data on the fare revenue and ridership impacts of these changes.  The report shall be developed through collaborative input obtained through briefings of the council's transportation, economy and environment committee or its successor including a first quarter briefing on fare categories, customers and ridership, and a second quarter briefing on the effect of pricing on customers.  The briefings and report shall be developed from input obtained through meetings that occur, at least monthly, of an interbranch staff workgroup consisting of executive, division and council staff.  The report shall, at a minimum, include:


A.  The role of fares in meeting the needs of customers while achieving the goals and objectives of the Strategic Plan for Public Transportation;


B.  The types of fares or fare categories including their discounts or additions to regular adult fares, their rationale and methodology, including their relationship to King County Strategic Plan, Strategic Plan for Public Transportation and equity and social justice goals, the rate of discount, consistency with regional fares and qualification criteria.  These types of fares or fare categories currently include, but are not limited to youth, senior and disabled, Access, zone-based, peak, short-term and ongoing prepaid fares;


C.  A discussion of potential fare changes with their expected impacts;


D. A methodology for considering a fare increase or decrease; and


E.  A year by year comparison of forecasted ridership and fare revenue for each fare type for the period from 2002 to 2012.

The interbranch group mentioned in the proviso meets regularly to discuss this and other transportation issues.  The rest of this staff report provides additional background to accompany the attached Transit Division presentation.

Separate legislation (Motion 13746 and Motion 13806) established a low-income fare advisory committee that is to submit a report on low-income fare options by July 1, 2013.  This sequencing is intended to coordinate policy consideration of both the overall fare structure and the low-income fare options.

Fare categories

King County Metro Transit fares are established in K.C.C. 4A.700.010, Rates of fare for transit program.  Table 1 shows the fares for fixed route transit service: 

Table 1.  King County Fixed route transit fares

	
	Off-Peak
	One-Zone Peak
	Two-Zone Peak

	Regular fare
	$2.25
	$2.50
	$3.00

	Child fare
	No charge
	No charge
	No charge

	Youth fare
	$1.25
	$1.25
	$1.25

	Seniors & persons with disabilities fare
	$.75
	$.75
	$.75


K.C.C. 4A.700.010 also defines eligibility for the special fares and authorizes transit passes:

· The youth fare is for children aged six through 18 and persons over 18 who receive school district student passes;
· The child fare is free for children up through age five;

· The senior/disabled fare is for persons aged 65 and older and persons with disabilities who have a regional reduced fare permit;

· Individuals can buy regional passes, and institutional passes can be purchased for employees by businesses, government agencies, and other entities; and
· The Access paratransit fare is set at $1.25 ($45 for a monthly pass) and is for persons with disabilities who are unable to use the regular fixed-route transit service.
The King County Code defines other fare-related concepts elsewhere.  Notably, K.C.C. 28.92.115 defines a peak period trip as a scheduled weekday trip that reaches its destination between 6:00 a.m. and 9:00 a.m. or leaves its origin between 3:00 p.m. and 6:00 p.m.  K.C.C. 28.94.030 defines the zone structure:  “Zone 1 Seattle” is the City of Seattle and “Zone 2 County” is the rest of the county.

Table 2 compares adult, youth, and senior/disabled transit fares from 1993 to the present (the Transit Division presentation includes a chart showing the adult fares from 2000 to the present): 
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Fare Policy Objectives

The Strategic Plan for Public Transportation 2011-2021 establishes broad policy direction for the Transit Division, including fare policy, through goals, objectives, and strategies.  Primary fare policy direction is in “Goal 6, Financial Stewardship, Objective 6.3, Seek to establish a sustainable funding structure to support long- and short-term public transportation needs”:
Strategy 6.3.2 Establish fare structures and fare levels that are simple to understand, aligned with other service providers, and meet revenue targets established by Metro’s fund management policies.
Metro’s fare structure and fare levels should enable Metro to meet cost-recovery targets that are established by fund management policies adopted by the King County Council
.  Fares should be set to reflect the cost of service, promote operational efficiency, ensure regional coordination, minimize impacts of fares on those least able to pay, and reduce the cost of fare collection.  Metro fare prices should strike a balance between revenue generation objectives and the need to maintain existing service and attract new ridership.  Metro’s fares will comply with state and federal regulations.  The fare structure and level should be reviewed biennially.

Metro works with the region’s transit agencies to coordinate fares and schedules.  Several transportation agencies including Metro collaborated to introduce One Regional Card for All (ORCA), the regional fare payment method that enables customers to use one card to pay their fare on multiple systems throughout the Central Puget Sound area.

Metro also regularly works with other agencies to coordinate policies, practices and services throughout the Puget Sound region to provide a consistent transit experience for customers.  Simple and consistent fares are important to make transit easy to use for both new and existing transit riders.

Strategy 6.3.2 gives the County Council flexibility in prioritizing these fare policy goals.  The briefings and report are intended to assist the Council in deciding what balance to strike among the goals.  The “fishbone” chart in the Transit Division presentation summarizes the policy goals in this way:

Meet revenue target (25% cost recovery; maintain service levels)

· 
Simple to understand
· Reflect cost of service

· Increase ridership

· Reduce costs by speeding operations

· Comply with state and federal regulations

· Minimize impacts on least able to pay

· Align with fares of regional transit partners

· Fare collection system:

· Supports fare goals

· Uses technology to increase customer convenience and market share

· Is cost effective

The goals are not listed in priority order and Transit Division staff notes that almost any proposal to advance one goal could negatively affect other goals.  For example, establishing a single adult fare (no zone differential and no peak/off-peak difference) could make the fare structure simple to understand.  Depending on the amount of the fare in comparison to current fares, the single fare could have negative impacts on the cost recovery ratio or on the goal of minimizing the impact on those least able to pay. 
The next briefing, likely in June, is to address the effects of pricing on riders.  This briefing will be an opportunity to hear the Transit Division’s input on potential recommendations and to provide more information on the trade-offs among the policy goals.
ATTACHMENTS
1. Transit Division Presentation
� The adopted fund management policies call for a 25% farebox recovery ratio. 
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