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SUBJECT: 
 
A MOTION accepting a low-income fare program implementation plan, as required by Ordinance 17757, Section 4.A.1.

SUMMARY: 

Proposed Motion 2014-0226 would adopt an Implementation Plan for the county’s low income fare program, as called for by Ordinance 17757. Action on the Proposed Motion is required by December 31, 2014 in order for the low income fare program to be launched on March 1, 2015 and to allow for planned fare increases across all fare categories also effective on March 1.

As indicated in the Implementation Plan (attachment 1) Metro is planning to operate the low income fare program (LIF) in partnership with third-party agencies. Metro would be responsible for the functions such as procuring and preparing low-income ORCA cards, providing them to agencies, resolving disputes, and conducting performance, monitoring and evaluations. Metro is exploring contracting with partner agencies for the services including verification of customers’ eligibility for the program and distributing ORCA cards to eligible customers.  

This report provides analysis of the Implementation Plan (“plan”), and outlines potential next steps and options for the committee to consider regarding the LIF program. 

BACKGROUND

In late 2012, the Council established the Low-Income Fare Options Advisory Committee, which issued its report on July 1, 2013.  The report recommended that the County "pursue a low‐income fare program for working poor individuals and families with incomes in the range of up to 100 percent – 200 percent of federal poverty level."  The report details tradeoffs in eligibility and principles associated with the establishment of a low- income transit fare. It included the following recommendations:

1. A low‐income transit fare program should be created in King County
2. All fare categories, and the policy bases for them, should be evaluated in an effort to rationalize the fare structure and ensure greater equity.
3. The county’s Human Services ticket program should be maintained due to its important role in providing mobility for the homeless and those with no income through distribution of free tickets.
4. A low‐income fare program should minimize the burden on Transit, other agencies, and the people served.
a. Rather than create a new entity, existing eligibility verification systems run by third‐party agency partners that determine eligibility for existing benefit programs should be leveraged.
b. An option to verify eligibility based on income should be made available for those not enrolled in other benefit programs and explored with agencies that already verify income or that would be willing to provide this service.
5. Multiple funding sources should be evaluated to offset the financial impacts of a low‐income fare program, including revising the existing fare box structure and other revenue sources.
6. A low‐income fare program should be considered as a beneficiary if the County has new or increased revenue.
7. This report should be transmitted to the heads of the region’s transit agencies, which participate in the ORCA Joint Board.
8. King County and Sound Transit should coordinate on the implementation of a low‐income fare when it is approved.

On September 9, 2013, the Council approved Motion 13968 accepting the recommendations of the Advisory Committee. Councilmembers expressed interest in hearing more about a proposal for a low-income fare. On February 24, 2014, the Council adopted Ordinance 17757, approving a transit fare increase effective March 1, 2015 and identifying the next steps toward implementation of a Low Income Fare in King County, including the following sequence of actions:
· By June 1, 2014 – Executive transmittal of proposed motion and Low-Income Fare Program Implementation Plan (the subject of this staff report)
· July 3, 2014 – Transit Division budget submittal to the Office of Performance, Strategy and Budget (PSB), likely including Low-Income Fare implementation budget request (2014 supplemental budget request transmitted as part of the current supplemental under review by this Committee)
· August 15, 2014 – Low Income Fare Program Implementation Task Force report on the Low Income Fare Program Implementation Plan due to Council
· June-December 2014 – Council review and potential action on motion to accept Low-Income Fare Program Implementation Plan.  When the Council adopts the motion, the Low-Income Fare Program Code provision takes effect; the $1.50 low-income fare would take effect March 1, 2015 unless otherwise amended
· September 2014 – transmittal of the 2015-2016 Executive budget, which is likely to include Low-Income Fare Program implementation funding
· March 1, 2015 – Fare changes take effect unless otherwise amended

The pending fare increase is as follows:
1. 25-cent fare increases for all fare categories for King County Transit bus service;
2. A 50-cent fare increase for Access paratransit service; and
3. Authorization for the King County Department of Transportation (KCDOT) Director to establish a low-income fare for eligible individuals, contingent on County Council approval of a Program Implementation Plan.  
4. The low-income fare would be set at $1.50.

Even with the new fare increases, seniors and people with disabilities are eligible for a $1.00 fixed route fare that is lower than the $1.50 low-income fare. The youth fare will be $1.50, equal to the LIF. 

The effective date of the fare changes is March 1, 2015.  The increases to existing fare categories will take effect on that date if the Council adopts a motion to approve the Program Implementation Plan by December 31, 2014.

ANALYSIS:

Ordinance 17757 specifies the following elements be reflected in the low-income fare program: 
· The director of transportation may implement and administer a low-income transit fare program using the existing smart card One Regional Card for All, also known as ORCA, system, upon Council acceptance by motion of a low-income fare program implementation plan
· The eligibility threshold for the low-income fare is set at 200 percent of the federal poverty level
· The low-income fare would be set at $1.50 starting on March 1, 2015. The low-income fare is flat—the same at all times of day and for one- or two-zone travel
· The low-income fare is available to persons who apply for and are determined to meet the threshold eligibility requirements for the low-income transit fare program authorized by the ordinance and receive a valid low- -income transit fare card, which allows the ORCA system to accept a low-income fare
· The Executive should transmit a low-income fare program implementation plan to the Council by June 1, 2014. The low-income fare program implementation plan transmitted by the executive must reflect participation by the Department of Community and Human Services and Public Health –Seattle & King County and must document this participation

Implementation Plan Overview - The implementation plan that was submitted on June 6, 2014 provides an initial framework for implementing the Low Income Fare program called for by Ordinance 17757. The plan outlines LIF program parameters and identifies the proposed operational model that the county will use for the program. It includes an estimated budget for 2014 LIF startup costs along with estimated 2015 budget assumptions. All of the required components are referenced in the submitted plan, including the required participation of the Department of Community and Human Services and Public Health –Seattle & King County in the plan’s development.

It is important to note that the submitted plan clearly states that it is not a finalized implementation plan,  as several key elements of the plan are noted as “to be determined” (these items are addressed in a subsequent section of this report). The plan and transmittal letter specifically acknowledge that the plan is a work in progress, with many key details to be determined. 

The primary reason that the plan is not fully detailed is that Metro will be one of the first large transit agencies in the country to offer a reduced fare for low income riders. As Metro points out in the plan,  “Being one of the first means we did not have an industry-standard template to design our program. Our project team, with guidance from the Low-Income Fare Steering Committee, did extensive research and consultation with others to develop this implementation plan. Still, this is a work in progress. We expect to make modifications as we continue developing the program…”[footnoteRef:1] [1:  June 4, 2014 Low Income Fare Implementation Plan, pg. 3] 

 
Relatedly, Metro is forging new ground in seeking to establish contractual partnerships with human service providers to conduct the eligibility verification activities, and to register and distribute ORCA cards for the LIF. Metro is a transit agency, not a human services agency, so navigating the human services area is essentially an uncharted landscape for the transit agency. Thus, combining the completely new work of establishing a low income transit fare with a new service environment, there are many, many implementation questions that were not able to be answered by the time the plan was submitted to the Council last month. 

Low Income Fare Operations Model - The Implementation Plan outlines the following two pronged approach to the LIF program operations model:
1. Metro proposes to operate the LIF program in partnership with existing human service agencies already serving the low income populations, contracting with partner agencies for the services of verifying customers’ eligibility for the LIF program and distributing ORCA cards to eligible customers.
2. Metro would maintain responsibility for the tasks that fall under its “core competencies”[footnoteRef:2] including procuring and preparing low-income ORCA cards and providing them to partner agencies. [2:  Metro describes its core competencies as activities related to: (1) the provision of fixed-route (bus) service and alternative public transportation options, (2) informing people how to use Metro services; and (3) the provision of fare media.] 


The anticipated LIF process as outlined by the plan looks like this:
· Agencies under contract will receive a certain amount of active ORCA cards to distribute to eligible individuals; agencies will track cards and provide reports to Metro on distribution
· Individuals who wish to obtain the LIF ORCA card go to one of the third party agency locations (TBD; also unclear if only clients of the third party agency will be verified or if any individual who might be served by other agencies can be verified by any agency)
· The individual presents a government issued ID card (any government) to prove identity
· The agency checks the individual’s name against a state database (TBD) for eligibility in meeting the 200 percent or below federal poverty level 
· If the individual is in the database, they are eligible for the card
· The individual provides name, address, and birthdate so that the agency can register the card to the individual (assists with preventing individuals from obtaining cards at multiple agencies)
· The individual leaves the agency with a card that is ready to have value loaded on it
· The individual loads value at one of 74 retail locations that take cash; at all Sounder and Link stations; all transit tunnel locations in Seattle; Bellevue, Federal Way, Northgate, Burien, and Eastgate Park-and Rides; Metro’s King Street pass sales office; online; or by mail
· The cards are valid for 24 months; renewals are free; lost cards cost $5 to replace  

The challenges, unanswered questions, and opportunities related to the anticipate LIF process are discussed below. The sections below detail the components of the operations model. 

Verifying Eligibility: The most critical operational element of the program, verifying eligibility, is outlined at a very high level in the plan. Reflective of the work-in-progress nature of the document, verifying eligibility is largely noted as a “to be determined” aspect of the plan. As written, the plan states that Metro will seek to build on established relationships with potential verifying agencies that already perform some form of income verification using a state database that with similar or lower eligibility criteria (two are noted, the Washington State Department of Social and Health Services Benefits Verification database and the Washington State Healthcare Authority’s Medicaid database). Metro would then develop agreements with the third party agencies to conduct eligibility verification services, issue cards, and record card registration for the county’s LIF program, paying the agencies for their services. 

The plan acknowledges that at this point Metro cannot assume participation of third party agencies in income verification[footnoteRef:3]. In response to this fact, Metro has invited agencies to participate in the LIF planning process most recently through the release of a Request for Information (RFI). A meeting was held on July 11 and was intended to assist Metro find non-profit agency partners who are best suited to perform verification within a network of providers. The RFI calls for feedback from 501 c(3) agencies/organizations and government agencies who may be interested in verifying income eligibility and providing low-income ORCA cards to eligible customers on behalf of King County Metro. The information received from human service agency providers during this meeting will inform the development of the Request for Proposal (RFP) scope that is necessary for the county to procure third party agencies for the implementation of the LIF program. The scope of the RFP would likely include income eligibility services, registration and distribution of ORCA cards, along with reporting and other administrative tasks to be provided by the third party agencies. [3:  June 4, 2014 Low Income Fare Implementation Plan, pg. 7] 


Metro has indicated that it intends to close the RFP on August 8; no opening date of the RFP is noted. Assuming the RFP is open for at least two weeks, it would need to be posted no later than July 25. If Metro is does not synthesize feedback and information received from the July 11 RFI process into the Request for Proposal document by July 25, in particular, the budget for the body of work taken on by contractors, including eligibility verification and card registration and distribution, it may impact the timelines and deadlines Metro has set in the Implementation Plan. It is Metro’s stated aspiration to have the contract agreements in place by fall 2014. The plan also states,

Details that must be worked out in the agency agreements include staff roles, work processes, locations for serving clients, the cost of services to be reimbursed by Metro, and the process for sharing and keeping secure low-income ORCA cardholder registration information.[footnoteRef:4]  [4:  June 4, 2014 Low Income Fare Implementation Plan, pg. 8] 


In other words, all aspects of the LIF program, outside of the specific processes and protocols internal to Metro’s handling of the ORCA cards and management of its database, are “to be determined”.  Additionally, these details need to be scoped for the RFP process, not only for the contracting process following the RFP. Consequently, given the number and complexity of issues related to establishing verification contracts, it is unclear whether agreements could be in place by fall of this year. 

Metro’s Internal Processes and Procedures – The strongest and most thoroughly detailed aspects of the plan are seen in the areas that outline what Metro would be responsible for under the proposed LIF program. From ordering unissued ORCA cards to distributing cards to partner agencies, to the development of a secure database for LIF ORCA cards to be registered, the plan clearly documents each step of card management and Metro’s tasks. 

One area of the plan involving Metro’s responsibilities that is absent is reference to evaluation, performance management, and quality improvement activities of the LIF program. The department may wish to specifically address this component in subsequent follow up with the Council.  

Technology Impacts – The plan notes that Metro will need to make minor adjustments to the ORCA system to enhance Metro’s ability to track, monitor, and support the registered LIF cards. A stand-alone database is needed to assist third party agencies to log customers who have received a low income card. Both of these items are underway. 

Program Integrity – The plan acknowledges the need for protocols and procedures that balance customer access and ease with accountable security and that prevent abuse of the program. It outlines, at a high level, policies and procedures that the third party agencies will be required to follow and states that the agency agreements will reflect these requirements. Of note is that the policies and procedures are written in a way that puts the onus on the agencies for coming up with the specific tasks and duties. For example, the plan requires an agency to follow a policy on “the process for promptly reporting, in writing, if low-income cards are lost or stolen”, but it does not detail or specify what the actual process would be for making such a report.  

Marketing and Outreach – The plan acknowledges that “a robust marketing and outreach program will be critical to achieving the goal of making the reduced fare option accessible to all eligible individuals in King County”[footnoteRef:5].  It notes the following marketing and outreach goals for the LIF:  [5:  June 4, 2014 Low Income Fare Implementation Plan, pg. 14] 

· Low-income customers are aware that this new program exists. 
· Metro leverages relationships with community organizations and agencies to help create awareness of this program with their clients. 
· Community organizations and agencies are well-informed and prepared to answer questions or assist their clients, and integrate information about the low-income fare program into their service offerings menu, whether or not they are a verifying agency. 
· Low-income customers understand the process for qualifying for the low-income fare. 
· Low-income customers understand how to use ORCA and the benefits of ORCA. 
· Implementation of the program is smooth for customers, partner agencies, and Metro. 

This section of the plan also recognizes the challenge of reaching individuals who have limited English proficiency, and notes that the use of translated materials will be incorporated into outreach activities. Components of the marketing and outreach campaign include:

· Information-gathering about best approaches: Talking with people who work with low-income populations to gather their advice about culturally appropriate materials, effective communication channels, how to avoid stigmatizing beneficiaries, etc. 
· Development of information and marketing materials. Develop basic informative materials such as frequently asked questions (FAQs) about the program and information about how to use ORCA; also develop a marketing theme, a visual identity, and marketing materials such as posters, brochures, and bus signs. 
· Outreach to community organizations and agencies that represent or serve people with low incomes: Outreach will focus on informing them about the program and engaging them in informing their constituents. Plan to meet with key organizations and send informational materials to a broad list of organizations.
· Marketing/advertising campaign: The campaign reflects a multifaceted and thorough outreach campaign (see pages 14-16 of attachment 1)

The plan notes that Metro has reached out for advice and support from Public Health and the Department of Community and Human Services around marketing and outreach. It is looking to leverage the work of partner agencies which have conducted successful campaigns promoting the Affordable Care Act, the Women, Infants and Children (WIC) program, housing and other services. 

The Marketing and Outreach campaign timeline noted in the plan is as follows:
· October-December 2014: Prepare informational and marketing materials; conduct outreach to community organizations 
· January-March 2015: Conduct marketing campaign focused on potential program participants, with goal of verifying their eligibility and getting ORCA cards to them before March 1
· March-ongoing Continue outreach, ORCA To-Go mobile van visits to community sites

Budget – The plan’s budget section represents a point in time assessment of costs. It is expected that costs will be refined over time, as third party costs are negotiated, translation needs are identified, and staffing plans are finalized. 

The 2014 startup costs include one-time expenditures such as the creation of the database, and ongoing costs such as Metro staffing. The estimated 2014 budget does not include any costs for third party agencies. The estimated 2015 does not include one-time costs or any costs for third party agencies. It is expected that the 2015-2016 biennial budget will contain updated budget figures with more detailed explanations of costs and costing methodologies. 

2014 Estimated Budget: $1,372,711

2014 Estimated Expenses
	$652,000 (capital)

	Modifications of the ORCA database, creation of the stand-alone verification database, equipment to expand ORCA To-Go outreach capability and establishment of a verification office at King Street Center

	$126,000
	ORCA card stock

	$119,700
	Program materials for education and promotion, support of the Task Force, translation services and miscellaneous supplies

	$475,011
	Program staffing for card inventory management, ORCA card registration processes, additional sales and outreach activities and technical assistance to community agencies

	TBD
	Contracts with community agencies for verification of customers’ program eligibility and ORCA card distribution

	$1,372,711
	IMPLEMENTATION PLAN ESTIMATED TOTAL for 2014 



2015: Estimated Budget: $1,983,722

Year-One Operation – 2015 Estimated Expenses
	$164,000 
	ORCA card stock

	$174,150
	Program materials for education, outreach and promotion, translation services and miscellaneous office supplies. Also includes rent for verification office space at King Street Center and fuel for outreach vans

	$119,700
	Program materials for education and promotion, support of the Task Force, translation services and miscellaneous supplies

	$1,185,492
	Program staffing for card inventory management, ORCA card registration processes, additional sales and outreach activities and technical assistance to community agencies

	$460,080
	ORCA transaction fees paid to software vendor for boardings and revalue of ORCA cards (depends on number of active customers).

	TBD
	Contracts with community agencies for verification of customers’ eligibility and ORCA card distribution

	$1,983,722
	IMPLEMENTATION PLAN ESTIMATED TOTAL for 2015



The Plan assumes an estimated lost revenue amount of ($3,966,047), based on the expectation that more customers will pay the lower rate of fare.

As noted earlier, the 2015-2016 biennial budget process will include revised and updated figures for the LIF program, including figures for the contracted agency services provided to the county.

Options and Next Steps - When the Low-Income Fare Program is up and running, tens of thousands of people who travel in King County will benefit from reduced fares. Metro’s customers who are least able to afford fares will have a lower cost way to travel to work, school, services and other destinations. This program is poised to make a major contribution to the County’s effort to create a more equitable community where everyone can realize their potential. 

Because this program has the potential to affect such a significant portion of the county’s population, and due to potential budget impacts, it is crucial that the details of the program be thoroughly detailed, reviewed, and validated prior to launch. Consequently, the Implementation Plan that outlines the LIF program is not ready for Council action at this time. Additional work and time is needed in order to give Metro, the Low Income Fare Program Implementation Task Force, Council and Executive staff time to further develop and detail the key components of the LIF program. 

The following areas have been identified by Council staff as being in need of further detail and explanation: 

1. Verifying Eligibility
· Will third party agencies be able to verify income for individuals who are not clients pf that particular agency?
· How will individuals who are not receiving a state benefit and therefore not in a state database be verified for eligibility of the program?
· What would the acceptable forms of proof of income for individuals not in a state database?
· Are revised data sharing agreements needed between the state and agencies to enable agencies to use the data?
· How often is the state data refreshed and would customers experience a delay in verifying eligibility using state databases as a result of not having “real time” data?

2. Budget, Program Operations, and Management:
· What ongoing training, technical support and oversight would the agencies and their staff receive and on what schedule? 
· What is the plan for providing program information in languages other than Spanish (the marketing and outreach program section indicated that Metro is planning on culturally appropriate materials for non-English speakers, but it is not clear whether actual program materials will be made available to third party agencies)?
· What are the specific reconciliation and auditing activities between Metro and third party agencies? 
· What exactly will the third party agencies be asked to do and what will their costs be? 
· How will Metro monitor the program and contracts to ensure fidelity to the program goals, excellent customer service, security of the card assets, and accountability to policy makers?
· Will the contracts contain evaluation, reporting, and performance management requirements and will Metro also perform evaluation, reporting, and performance management activities? 
· How will Metro ensure geographic access to the LIF program for all parts of King County if agency partners do not provide locations throughout the county?

The Council may wish to consider asking Metro to respond to these policy and operational questions prior to action on Proposed Motion 2014-0226. It is important to note that there is a time consideration involved with action on the Implementation Plan motion; as noted earlier in the staff report, when Council adopts the Implementation Plan, the Low-Income Fare Program Code provision takes effect, triggering the $1.50 low-income fare. As currently written, the low-income fare would take effect March 1, 2015.  

Metro has stated that it expects many of these questions to be answered between now and August 15, when the Low Income Fare Program Implementation Task Force report on the Low Income Fare Program Implementation Plan is due to the Council. Ideally, the August 15 report either directly answers the above questions or provides a critical path, including a timeline, for answering the questions. Should the August 15 report not sufficiently detail answers to the questions, Council may wish to provide Metro and the Executive another opportunity, potentially concurrently with the beginning of the Council’s 2015-2016 biennial budget process to expressly respond to the questions raised in this document.

It is imperative that the LIF program and its Implementation Plan is carefully thought out and implemented in a clear, transparent, and accountable manner. All parties are working to be prepared to meet a March 1 launch; however, the Council could be faced with the potential policy question of a short delay of implementation of the LIF, including a potential delay of the fare increase, should the LIF program questions raised in this report or those by the Low Income Fare Program Implementation Task Force not be sufficiently answered or if there is consensus by the third party agencies that they are not equipped to launch by March 1.  

Staff are prepared to provide an update to the Council in September on the Low Income Fare Program Implementation Task Force report delivered on August 15. 

REASONABLENESS:

Staff analysis is ongoing. This item is not ready for Committee action. 

ATTACHMENTS:

1. [bookmark: _GoBack]Proposed Motion 2014-0226 with Attachments
2. Executive’s Transmittal Letter
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