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SUBJECT

Proposed Motion 2018-0188 would approve a report on the ORCA Replacement Project in response to a proviso requirement.

SUMMARY

King County is one of seven regional transit agencies[footnoteRef:1] that partner in the use of a smart card for transit fares, called One Regional Card for All (ORCA). The ORCA system was deployed in 2009 through a vendor contract that ends in 2021. Planning for an ORCA replacement system, called Next Generation ORCA, began in 2014 and is currently in the midst of contract procurement for the design and development of the new system.  [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.] 


The Council appropriated $1.2 million for project planning in the 2015-2016 biennial budget, and another $43 million for project implementation in the 2017-2018 biennial budget, toward a total anticipated $58 million for King County’s share of the project.[footnoteRef:2] As part of the 2017-2018 budget, the Council required a report on project progress by March 2018, including an updated business case, cost benefit analysis, benefit achievement plan, risk assessment, mitigation plan, and plan for quarterly updates to Council.[footnoteRef:3] [2:  Ordinances 17941, 18409. King County’s share of the capital project cost is 57.8 percent of the total regional costs based on projected regional ridership share in 2021.]  [3:  Ordinance 18409, Section 132, Proviso P2, amended by Ordinance 18544, Section 77, Proviso P2] 


Proposed Motion 2018-0188 responds to the proviso requirement. As transmitted, it meets the terms of the proviso. However, the report notes that the project scope, schedule, and budget estimates are all anticipated to be updated again in the third quarter of 2018, when the contract award for the Systems Integrator, the contractor that will design and develop the system, is expected to be awarded. To address the Council’s interest in reviewing this updated information, the transmitted report proposes mechanisms for quarterly Council updates through Councilmember briefings and Interbranch staff meetings.


BACKGROUND 

Current ORCA Fare Card. King County is one of seven regional transit agencies that partnered on a smart card technology, called One Regional Card for All (ORCA), that established a common, noncash fare system throughout the regional participants’ service areas. 

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 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 (RRFP) for seniors and disabled riders, youth fare, and ORCA LIFT for low income riders using Metro Transit, Kitsap Transit, Sound Transit, the Seattle Streetcar, and King County Water Taxi.[footnoteRef:4] [4:  KCC 4A.700.010 (The fare structure was changed by Ordinance 18608. New fares will take effect July 1, 2018.)] 


ORCA Replacement Project. The ORCA system was deployed in 2009 through a contract, which ends in 2021, to operate and maintain the ORCA system software and hardware. Given the upcoming end of the contract period and the fact that the technology behind the ORCA system is becoming outdated, planning for a replacement system, called Next Generation ORCA, began in 2014 and is currently in the procurement process for the Systems Integrator contractor that will design and deliver the Next Generation ORCA system. 

Oversight of the ORCA replacement project is provided by the ORCA Joint Board[footnoteRef:5] and an ORCA 2 Steering Committee,[footnoteRef:6] supported by a Regional Program Administrator housed at Sound Transit. [5:  The Joint Board is comprised of the chief executive officers of the agencies.]  [6:  The ORCA 2 Steering Committee is made up of one representative per participating ORCA agency. These representatives are appointed by their Joint Board member and have expertise in fare collections, policy, technology, operations, and customer service. The ORCA 2 Steering Committee representative for King County is Matt Hansen, Manager of Customer Communications and Services for Metro Transit.] 


The Joint Board has identified the following objectives for the ORCA replacement project:

· Improve customer experience, including programs for unbanked riders and instantaneous availability of loaded value;
· Increase ORCA usage, including making ORCA available for use on more transportation modes and for purchase through more venues;
· Fiscal responsibility, including lower total cost of ownership and lower upgrade and improvement costs; and
· Operational efficiency, allowing faster roll out upgrades and more accessible data.

A series of Regional Fare Forums[footnoteRef:7] was convened in 2016 to discuss regional fare coordination and simplification in advance of designing the Next Generation ORCA system. The premise of these conversations was that existing agency fare structures had the potential to increase the complexities and costs of designing Next Generation ORCA. Following that work, in 2017, the Council approved a package of transit fare-related legislation. The components of the adopted fare change package included: [7:  The forums took place in September, October, and December 2016. The King County Council’s representatives at these forums were Councilmembers Rod Dembowski and Claudia Balducci.] 


· Implementing a $2.75 flat fare and eliminating the adult peak and zone fare categories.[footnoteRef:8] The new fare will take effect July 1, 2018. [8:  Ordinance 18608] 

· Increasing the annual cap on the subsidy for the Human Services Ticket Program by $400,000 to $4 million.[footnoteRef:9] [9:  Ordinance 18609] 

· Eliminating the $3 fee for Regional Reduced Fare Permits for seniors and people with disabilities.[footnoteRef:10] [10:  Ordinance 18610] 


Proviso Requirement. In fall 2016, during the deliberations on the 2017-2018 biennial budget, the Council considered a proposal to appropriate funds to continue the ORCA Replacement process. Information presented during the budget deliberations included the following summary of past, current and potential future funding requests:

ORCA Replacement Project

	Prior appropriation
	$1,157,866

	2017-18 Request
	$42,933,167

	Future Request
	$13,446,751

	Total Project Cost (King County share)*
	$57,537,784

	Fund Source
	Public Transportation Fund


*Estimate as of Fall 2016 during the 2017-2018 budget deliberations

As adopted, the 2017-2018 budget provided appropriation authority for the 2017-2018 portion of Transit’s share[footnoteRef:11] of the estimated regional project cost. Although implementation is not planned until the 2019-2020 biennium, this appropriation was requested during the 2017-2018 in order to authorize King County’s commitment to the project prior to the Joint Board’s approval of vendor contracts in 2018. Actual expenditures would occur as the work is carried out. [11:  Transit’s share of the capital project cost is 57.8 percent of the total regional costs based on projected regional ridership share in 2021.] 


The Council also included a proviso requirement in the adopted budget (Ordinance 18409, Section 132, Proviso P2, amended by Ordinance 18544, Section 77, Proviso P2), which stated:



	P2 PROVIDED FURTHER THAT:
	Of the appropriation for capital project 1124456, ORCA Replacement Project, $10,000,000 shall not be expended or encumbered until the executive transmits a report on project cost estimates, risk mitigation strategies and reporting plans, and a motion that approves the report and a motion approving the report 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:

	A.  An updated business case, cost benefit analysis, and benefit achievement plan based on cost estimates and project information obtained during the preliminary design phase of the project;

	B.  A project risk assessment and mitigation plan, informed by:  (1) the risk and issues register to be developed by the Next Generation ORCA Regional Project Team, including but not limited to the team's risk manager and quality assurance consultant; and (2) the risk identification and mitigation activities described in the Next Generation ORCA Risk Management Plan dated 7/28/16; and

	C.  A plan for keeping the King County council informed quarterly of project progress and expenditures.

	The executive should file the report and motion required by this proviso by March 31, 2018, 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.

Proviso Response. The proviso report includes:

· Updated project information, with the caveat that each of the required items are up-to-date as of the end of the first quarter of 2018 but will be updated again during the third quarter of 2018 following procurement for the Systems Integrator. As required, this updated project information includes:

A business case, updated as of the end of the first quarter of 2018, which retains unchanged the project completion date of 2023, and which summarizes anticipated business process impacts as follows: 

· Fare Collection: The fare collection process is described as changing from a closed-loop system to an account based system, which will require near-real-time communications to process fare transactions, as well as new on vehicle hardware and back-office hardware and software.



· Customer Service: The business case stipulates that customers will have greater access to account information and account management.
· Fare Media Sales: The business case stipulates that processes for distributing fare media will be expanded and changed due to the nature of account based fare payment systems and expanded open-payment options.
· Special Programs: The business case anticipates that Next Generation ORCA could allow additional transit programs, such as vanpool, carpool, transit parking, bike share, and/or community shuttles, to take payment using ORCA. In addition, though not listed in the business case, Metro Transit has been investigating online fare options for Access Paratransit.
· Fare Policy: The business case notes that changes to fare policy and fare simplification strategies are under consideration, including elimination of zone fares and peak fares.
· System Management: The business cases notes that decisions are still pending on potential changes to management of back-office system components currently hosted and/or managed by King County.

A cost benefit analysis, which the report states has not been changed since its initial submission, but which will be updated following the Systems Integrator procurement.

A benefit achievement plan, which is unchanged since the Project Review Board’s approval of the pre-design phase funding release in April 2017, and which, the report notes, will be updated following the Systems Integrator procurement. The benefit achievement plan, as currently drafted identifies the benefits of the project as:
· Primary: updating the ORCA system to maintain functionality with no loss of ORCA market share and with continued customer satisfaction; and
· Secondary: improving the customer experience, lowering costs to agencies through system efficiencies, and maintaining regional fare collection functionality.

· A project risk assessment and mitigation plan. The proviso report notes that the risk management plan was updated January 24, 2018, and that the information is anticipated to be updated following execution of a Quality Assurance consultant contract during the second quarter of 2018. 

· A plan for keeping the Council informed quarterly. The proviso report suggests the following strategies to keep the Council informed:
· Quarterly briefings for the Chairs of the relevant Council and regional committees;
· Project updates that Transit Interbranch staff meetings; and a
· Project dashboard to be shared with stakeholders, including Councilmembers.



ANALYSIS

[bookmark: _GoBack]The proviso report, as transmitted with Proposed Motion 2018-0188, complies with the requirements of the proviso. It includes each of the substantive items required by the proviso. However, the proviso report notes that the information included will be updated later this year, following the procurement of the Systems Integrator. Ongoing project updates would be at the discretion of the Council, either following the options outlined in the proviso report or through other means.

The Executive transmitted the proviso report on April 4, 2018, several days after the deadline or March 31, 2018, set by the proviso. However, because the proviso noted that the Executive “should” transmit by the March 31 deadline, the proviso, as transmitted, is sufficient to meet that requirement.

ATTACHMENTS

1. Proposed Motion 2018-0188 (and Attachment A)
2. Transmittal Letter
3. Next Gen ORCA Presentation Slides

INVITED

· Matt Hansen, Manager, Customer Communications and Services, Metro Transit Division
· Brittany Esdaile, Transit Technology Program Manager, Sound Transit
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