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COMMITTEE ACTION

On February 4, 2014, the Budget and Fiscal Management Committee approved Proposed Substitute Ordinance 2014-0038, as amended, with a “do pass” recommendation.
SUBJECT
An ordinance relating to public transportation, revising rates of fare and instituting a program for low-income transit fares.

SUMMARY
Proposed Ordinance 2014-0038 approves:

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.  The low-income fare would be set at $1.50.
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 proposed ordinance is enacted in its present form.  For the Low-Income fare to take effect on that date, a second Council action would be necessary:  The County Council would have to adopt a motion to approve the Program Implementation Plan by December 31, 2014.
The County Executive transmitted Proposed Ordinance 2014-0038 at the same time he requested the County Council to consider legislation to establish a Transportation Benefit District (TBD).  The timetable for action on this proposed ordinance reflects a desire to offer stakeholders and the public a comprehensive glimpse of transit revenue-raising strategies.

Action on the proposed ordinance early in 2014 is also intended to assure that the Low-Income Fare Program Implementation Plan mentioned in the proposed ordinance can be transmitted to the County Council in time for review so that a Council decision can be reflected in the Executive’s 2015-2016 budget.  As amended, the proposed ordinance requests the Executive to transmit the Low-Income Fare Program Implementation Plan to the Council by June 1, 2014.
BACKGROUND
REGULAR, YOUTH, SENIOR/DISABLED FARES

Transit rates of fare are established in K.C.C. 4A.700.010.  Section 3 of Proposed Ordinance 2014-0038 amends K.C.C. 4A.700.010 to increase the fares for bus service by $0.25.  Table 1 shows the proposed changes in fares. 

Table 1.  Proposed Changes to Existing Fixed Route (Bus) Fares
	
	Off-peak
	One-zone peak
	Two-zone peak

	Regular fare
	(($2.25))$2.50
	(($2.50))$2.75
	(($3.00))$3.25

	Child fare
	No charge
	No charge
	No charge

	Youth fare
	(($1.25))$1.50
	(($1.25))$1.50
	(($1.25))$1.50

	Seniors/persons with disabilities fare
	(($0.75))$1.00
	(($0.75))$1.00
	(($0.75))$1.00


K.C.C. 4A.700.010 also defines eligibility for the child, youth, and senior/disabled 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, traveling with a responsible person;

· The senior/disabled fare is for persons aged 65 and older, persons with disabilities, and Medicare card holders; to qualify, each individual must apply for a regional reduced fare permit
; and

· Through the ORCA regional pass system, individuals can buy monthly passes, and institutional passes can be purchased for employees by businesses, government agencies, and other entities.  The charge for a monthly pass is 36 times the fare amount.
Section 3 also amends K.C.C. 4A.700.010.D, which establishes the Access paratransit fare and monthly pass price.  The Access paratransit fare increase and program is discussed later in this staff report.
The regular fare, paid by most individuals aged 19 through 64, is the only fare category subject to zone and peak-period surcharges.  Other sections of the King County Code define the peak period and the two zones:

· 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.

The proposed fare increase’s projected impacts on revenue and ridership are discussed in the Revenue and Ridership section.

ACCESS PARATRANSIT FARE
The Access Paratransit program is required by the federal Americans with Disabilities Act (ADA) to serve persons with disabilities who are unable to use regular, fixed-route transit service
.  Paratransit service must be comparable to fixed-route service; that is, the ADA does not require provision of paratransit service in areas and time periods with no all-day fixed route service.  The fare cannot be more than two times the base adult transit fare.  Access fares have always been less than regular adult fares, and the level of service has exceeded what is required by the County Code (K.C.C. 28.94.035) and federal regulations with respect to service hours, service area, and service level.
For 2013, the Access budget is $62 million and the cost per trip is $46.  Due in part to the Access Program’s cost, the County has a longstanding goal of raising the fare to parity with the regular off-peak fare.  This goal was first established in 1999 and most recently enunciated in the Transit Fund Management Policies adopted by Ordinance 17225.  (This section of the Fund Management Policies is included at the end of this staff report).  Table 2 compares Access and Off-peak fares and the ratio since 2000.
Table 2.    Access Fare, Off-peak Fare, and Ratio

	Year
	Access Fare
	Off-peak Fare
	Ratio

	2000
	$0.50
	$1.00
	.50

	2001
	$0.75
	$1.25
	.60

	2008
	$0.75
	$1.50
	.50

	2009
	$1.00
	$1.75
	.57

	2010
	$1.00
	$2.00
	.50

	2011
	$1.25
	$2.25
	.56

	2015 Proposed
	$1.75
	$2.50
	.70


Section 3 of Proposed Ordinance 2014-0038 would amend K.C.C. 4A.700.010.D to increase the Access fare from $1.25 per trip and $45.00 for a monthly pass, to $1.75 per trip and $63.00 for a monthly pass.  The increase would bring the fare closer to the $2.50 regular, off-peak fare and bring the ratio to .70, higher than any time before but still short of the 1.0 policy goal.
The impacts of this change are estimated to be a full-year revenue increase of $297,560 and a reduction in expenditures of $1,855,229 (savings to the Transit Division) resulting from reduced demand. Based on continued staff analysis, the estimate of reduced expenditures does not address the potential for increased Access use if some Access eligible riders lose fixed route services in a major service reduction, but are still in the Access coverage area.
LOW-INCOME FARE
Sections 4, 5, and 6 of Proposed Ordinance 2014-0038 pertain to the Low-Income Fare.  
Section 5 adds a new section to the King County Code authorizing implementation and administration of a low-income transit fare program using the existing ORCA (One Regional Card for All) system.  The eligibility threshold for the program is set at 200 percent of the Federal Poverty Level, currently $22,980 for an individual and increasing by $8,040 for each additional family member.  For a family of four, that’s $47,100.

Section 6 modifies K.C.C. 4A.700.010 to add the low-income fare, proposed at $1.50 all day. All the proposed bus fare changes are shown in Table 3:


Table 3.  Proposed Fixed Route (Bus) Fare Changes Including Low-Income Fare

	
	Off-peak
	One-zone peak
	Two-zone peak

	Regular fare
	(($2.25))$2.50
	(($2.50))$2.75
	(($3.00))$3.25

	Child fare
	No charge
	No charge
	No charge

	Youth fare
	(($1.25))$1.50
	(($1.25))$1.50
	(($1.25))$1.50

	Seniors/persons with disabilities fare
	(($0.75))$1.00
	(($0.75))$1.00
	(($0.75))$1.00

	Low-income fare
	$1.50
	$1.50
	$1.50


As amended, Section 4 provides that:

1. Section 5 takes effect when the Council approves a motion concerning the Low-Income Fare Program Implementation Plan;
2. Section 6 takes effect March 1, 2015 if the Council approves the motion concerning the Low-Income Fare Program Implementation Plan;

3. The Executive is requested to transmit this Plan by June 1, 2014;
4. In developing the Low-Income Fare Program Implementation Plan, the Transit Division must consult with the County Department of Community and Human Services and Public Health – Seattle & King County.
In late 2012, the Council established the Low-Income Fare Options Advisory Committee, which issued its report on July 1, 2013.  Recognizing the Transit Division’s budget difficulties, the Advisory Committee’s stated highest priority is service availability.  Within that context, the Report recommends the County "pursue a low‐income fare program for working poor individuals and families with incomes in the range of up to 100% – 200% of federal poverty level."  The report details significant tradeoffs in eligibility, important principles associated with the establishment of a low- income transit fare, and includes the following recommendations:

1. A low‐income fare program should be created. 
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 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 agencies included 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.  Proposed Ordinance 2014-0038, Sections 4-6, represents the Executive’s proposed next step toward implementation of the Advisory Committee’s recommendations.

If the Council approves Proposed Ordinance 2014-0038, the following sequence of actions is anticipated:

· By June 1, 2014 – Executive transmittal of proposed motion and Low-Income Fare Program Implementation Plan.
· July 3, 2014 – Transit Division budget submittal to the Office of Performance, Strategy and Budget (PSB), likely including Low-Income Fare implementation budget request.
· June-December 2014 – Council review and 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.
· 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.
This schedule provides the Council with a mid-year opportunity to review the Low-Income Fare program, through consideration of the proposed motion and Program Implementation Plan.  The 2015-2016 biennial budget also provides an opportunity to review the Program, but as a practical matter the Executive branch’s implementation efforts will be under way while the Council is reviewing the budget.
Moreover, this schedule assumes intensive work by the Transit Division staff on development of the Program Implementation Plan and subsequent implementation efforts. Here is an overview of current policy assumptions and some background on the program cost assumptions.

Some of the Transit Division’s initial assumptions about the low-income fare program include:

· The County and partner agencies will verify eligibility using the State’s Department of Social and Health Services (DSHS) benefit verification database;

· Each eligible adult will be allowed to have one low-income fare ORCA card, and each card must be registered in the ORCA system to an eligible adult;
· The low-income fare will only be available through the use of ORCA cards, not cash payments;


· Eligibility will be re-verified every other year; and
· Each low-income fare ORCA card will be issued by County staff, with a new eligibility office and a Mobile Sales unit able to issue cards.
The reason that the low-income fare will only be available through the ORCA card is that the Advisory Committee expressed strong concern that “A low‐income fare program should respect the rights of the individual and preserve dignity through both the eligibility process and the product itself.”  This approach allows for the use of an ORCA card that does not look any different from other ORCA cards. 
The Fiscal Note includes a range of estimated costs for start-up and ongoing expenses.  These figures are very much a work in progress.  Council staff concerns include assumptions about:

1. the use of state DSHS databases, which Transit staff states will be feasible, 
2. alternative verification procedures, and
3. collaboration with the County Department of Community and Human Services (DCHS) and Public Health.  
Startup Costs

The startup costs for the program are estimated in the range of $850,000-$1,300,000.  This includes database development and management, changes to the ORCA system implemented by the contractor, office space for the eligibility office, and equipment.

Ongoing Costs

Ongoing costs are estimated to be in the range of $2.6 million to $4.7 million per year.  Most of this variance is the result of different assumptions about the number of program participants, the average number of trips they would take, and how frequently the low-income riders use the vending machines or other methods to add value to their cards.  Estimates of participation range from 45,000 to 100,000 riders, and estimates of average boardings per month range from 15 to 25 per person. The cost ranges in the Fiscal Note reflect higher estimates of staff required to implement the program.  The Transit Division is also evaluating a lower estimate of staff requirements.

The Fiscal Note states that ongoing cost estimates include assumptions for additional staff to support program eligibility verification and re-verification every two years, card registration, coordinating with other agencies, and issuing cards to customers. Additional ongoing cost estimates are associated with supplies, mail and translation services, transaction fees (bank and ORCA), education materials, promotional outreach efforts, training, space rental, card stock, card fees, and potential payments to partner agencies for income verification and card registration.

By the time the Program Implementation Plan is transmitted to the Council, it is anticipated that startup and some aspects of the ongoing cost estimates will be refined and more detail will be available.  Transit and PSB staff do not believe that there will be more certainty about how many people will apply for the program or average numbers of trips taken by beneficiaries, so costs affected by these numerical factors will continue to be uncertain.
The Council staff’s initial evaluation of the low-income fare planning and cost estimates suggests a high degree of uncertainty in budget, scope, and schedule. In considering the policy decision to establish a low-income fare program, the Council should be aware that the development and implementation process needs to be well developed and managed; even so, there will be uncertainty about the total costs of the program.

REVENUE AND RIDERSHIP

For the Transit operating budget, fare revenue is the second largest revenue source after sales tax.  In 2013, nearly $500 million in expenditures for fixed route bus service were supported, in part, by about $135 million in farebox revenue.  Balancing the transit financial plan in future years relies in part on fare increases.
In addition to revenue generation, fare increases maintain the riders’ contribution to operating expenditures.  The farebox recovery ratio denotes the proportion that fares contribute to the operating expenditures.  This is a standard measure within the transit industry.  King County’s Public Transportation Fund Management Policies include guidance for a farebox recovery ratio target of 25 percent.
The Transit Financial Plan approved with the 2013-2014 biennium assumes a fare increase in 2015 with a net revenue increase of about $10 million.  Transit staff has identified this $10 million ongoing revenue increment as part of the revenue base for the reduced transit system:  Without it, the shortfall for bus operations and fleet acquisition is larger than the $75 million figure that has been used to describe the funding shortfall that, unmet, will require a reduction of up to 17 percent of bus service hours to balance the transit financial plan.  The version of the transit financial plan that is transmitted with the 2015-2016 budget will provide updated estimates of sales tax revenue, other revenue, expenditures, and the impact of policy decisions, all of which will affect the financial plan.
Background material from the Transit Division assumes the major transit service reduction.  It compares a base case with no fare increase to the proposed fare increase (including the low-income fare), as shown in Table 4.
Table 4.  Ridership, Revenue, and Farebox Recovery

	
	Rides per year
	Fare Revenue
	Farebox Recovery

	No Fare Increase
	110.4 million
	$127.1 million
	25.4%

	Executive’s Fare Increase
	109.3 million
	$133.7 million
	26.7%


The Fiscal Note describes the revenue and expenditure impacts of the fare changes in a slightly different format, showing the partial year implementation (March-December) in 2015 and full-year impacts in 2016 and 2017.  The lower Access expenditures and the startup and ongoing costs of the low-income fare program are not included in the calculation of net revenue impacts.  Table 5 is a representation of a full-year impact of the changes with lower and higher estimates of the startup and ongoing Low-Income Fare Program costs.  These figures are from the Fiscal Note.
Table 5.  Full Revenue Effects of Executive’s Proposal, Low and High Estimates

	
	Full-year Impact Low
	Full-year Impact High

	Passenger fare revenue
	$11,211,000
	$11,211,000

	Low-income fare revenue
	($4,774,000)
	($4,774,000)

	Paratransit fare revenue
	$298,000
	$298,000

	Paratransit cost reduction
	$1,855,000
	$1,855,000

	Low-income fare ongoing
	($2,616,000)
	($4,690,000)

	
	
	

	Net change excluding startup
	$5,974,000
	$3,900,000

	
	
	

	Low-income fare startup cost
	($850,000)
	($1,300,000)


Fare Equity Analysis

Section 7 of Proposed Ordinance 2014-0038 approves Attachment A to Proposed Ordinance 2014-0038 is the Title VI Review of the Proposed 2015 King County Transit Fare Change.  This analysis reviews proposed changes through lenses of impact on low-income and minority communities.  The Transit Division has carried out this kind of analysis before, but is now citing the analysis in the ordinance consistent with the 2013 update to the Transit Strategic Plan and Federal Transit Administration direction to heighten equity awareness. 

The analysis concludes that there is no disparate impact on minority populations compared to non-minority populations, and no disproportionate burden, which would be the case if the impact on low-income populations is significantly greater than on non-low-income populations. The analysis notes that establishment of a low-income fare will have a beneficial impact on low-income populations.

Transit Strategic Plan Strategy 6.3.2

King County  Transit’s fare structure reflects fare policy goals in the Transit Strategic Plan, which establishes policy direction for the Transit Division 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.

FARE REFORM

Proposed Ordinance 2014-0038 does not modify the fare structure.  Due on August 1, 2014 is a report on transit fare structure that will discuss potential modifications to the fare structure.  The Council’s Transportation, Economy and Environment Committee has considered potential approaches to this broader issue.  Enactment of Proposed Ordinance 2014-0038 would allow for implementation of the Low-Income Fare but would not preclude other revisions to the fare structure in the future. 

AMENDMENT

The Committee adopted an amendment to Proposed Ordinance 2014-0038 that makes the following changes to the transmitted ordinance:
1) Section 4 – adds language encouraging the Executive to transmit a low-income fare program implementation plan by June 1, 2014, as mentioned in the transmittal letter.  Adds language requiring the Transit Division to consult on development of the low-income fare program implementation plan with the County Department of Community and Human Services and Public Health – Seattle & King County.
2) Section 2 and 4 – clarifies that the Council may accept a low-income fare program implementation plan transmitted by the Executive or approve an alternative low-income fare program implementation plan.
3) Modifies the effective date of Section 5, authorizing the implementation and administration of a low-income fare program, so it will take effect following Council approval of a motion relating to the low-income fare program implementation plan.
4) Section 6 – format modified for clarity.
NEXT STEPS

A public hearing has been advertised for the County Council meeting of February 18, 2014 at 1:30 p.m.

REASONABLENESS
Approval of Proposed Ordinance 2014-0038, as amended, constitutes a reasonable business decision with the following comment:  Ordinance approval is the first step in the policy decision to create a low-income fare program and a $1.50 low-income fare.  Further Council review of the Program Implementation Plan later this year, will provide an opportunity to address the development and implementation of this program.
TRANSIT FUND MANAGEMENT POLICIES

Farebox Recovery Ratio, Access Fare Parity Ratio

(Approved through Ordinance 17225)

Fund Management Policies for the Public Transportation Fund
I. Performance Measures

A. Farebox Recovery Ratio – The Transit Division will maintain a target of recovering a minimum of 25 percent of passenger related operating costs from farebox revenues for bus service.  Pursuant to K.C.C. 4.150.130, vanpool fares will maintain a target of recovering 100 percent of the operating and capital costs, and at least twenty-five percent of the cost of administering the vanpool program. The farebox recovery ratio is one of many factors to be considered in evaluating fare proposals.  Achieving a specified farebox recovery ratio is, by itself, neither sufficient reason for a fare increase nor for any particular level of increase.

B. Access Fare Parity Ratio – It is the intent of the Transit Division to achieve parity between its Access fare and off-peak adult fare over time.  Parity will be measured by dividing the access fare by the off-peak adult fare for any given year.  The Access fare will achieve full parity when the ratio of the Access fare to the off-peak adult fare is one to one.  The Transit Division will provide the annual projected ratios as part of financial information included during the budget adoption process. 

� Riders age 65 and over, and riders with permanent or temporary disabilities may apply for an Regional Reduced Fare Permit (RRFP), an ORCA card that qualifies them for the Senior/Disabled reduced fare on regular (bus and rail) service provided by Metro and other ORCA agencies (and even other agencies beyond  the ORCA boundaries).








� Customers with disabilities that prevent them from riding regular service may apply for the Access Program.  If they meet the eligibility requirements, they are issued Access ID numbers and may ride  Access vans.  A customer with a valid Access ID number automatically qualifies for a Regional Reduced Fare Permit (RRFP) for use on the bus, but may choose not to get one.
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