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COMMITTEE ACTION

On March 3, the Transportation, Economy and Environment Committee approved Proposed Substitute Motion 2014-0042 with a “do pass” recommendation, as amended.
SUBJECT
Proposed Motion 2015-0042 would approve a report on criteria, guidelines and policy implications of transit service agreements.  The motion and report respond to Proviso P4 of Section 113 of Ordinance 17941, the 2015-2016 biennium budget ordinance. 

SUMMARY
The Report on Criteria, Guidelines and Policy Implications of Transit Service Agreements discusses the Executive’s Community Mobility Contract (CMC) proposal for cities to buy bus service and provides background on related County policies, existing transit partnerships, five criteria for CMC agreements, more detail on the guidelines that would implement these criteria, and policy considerations of CMCs.
Following Committee review of the report on January 29, 2015, a revision to the report was prepared and approved by the Committee on March 3, 2015.

BACKGROUND
On May 12, 2014, following the unsuccessful April 2014 ballot measure for a local transit and roads funding package, the Executive announced his Community Mobility Contract concept, which would allow cities to purchase bus service.  The Council included in the 2015-2016 budget a proviso (Section 113, P4):

Of this appropriation, $500,000 shall not be expended or encumbered until the executive transmits a report on the criteria, guidelines and policy implications for transit service agreements between King County and cities and other organizations that will provide funding to the county for enhanced transit service and a motion that approves the report and the motion is passed by 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.

Proposed Motion 2015-0042 and its attached report respond to Proviso P4.  The report is closely aligned with the terms of the Agreement for Seattle to purchase 223,000 hours of Metro Transit bus service, which was recently approved by the Seattle City Council and the County Council (Ordinance 17978).

The report describes the May 2014 announcement of the Community Mobility Contract (CMC) program as providing “an option for cities and other organizations to restore or enhance transit service in the short term, until more permanent, sustainable Metro funding can be secured.”  Partners could buy back service that is set to be cancelled, increase service on underserved transit corridors or purchase their own tailored services.
Policy Basis. This section of the report describes two strategies of the Strategic Plan for Public Transportation 2011-2021 (Strategic Plan). Strategies 3.1.1 and 6.3.1 identify partnerships with local jurisdictions and businesses as a potential source of the revenue necessary to provide transit service in support of a strong, sustainable economy.
The report also cites K.C.C. 28.94.020, the Code section relating to establishment of regular transit routes.  The report states that Metro Transit would submit a service change ordinance to the Council for any CMC investment that establishes a new bus route or changes an existing route enough to require approval by the Council.
  
The report also cites the Transit Fund Management Policies’ direction that entities purchasing transportation services shall pay for the direct and indirect costs unless otherwise authorized by ordinance.
Criteria. This section cites five criteria for the CMC program:

· The partner must pay Metro for the full cost of providing the contract service.

· CMC partnerships can be used to augment existing Metro services. 

· CMC partnerships can be used to backfill prior service cuts.

· CMC partnerships can create new mobility options in communities (as does the Alternative Services Program, which also envisions partnerships to enhance community mobility). 

· Contracts cannot come at the expense of other cities or the regional allocation of service.
Guidelines. This section provides more detail on contracting and partnering guidelines which would be reflected in contract language between King County Metro and the jurisdiction/entity buying service (the “Purchasing Entity”). Some of the key management, planning, and financial guidelines are described in greater detail, grouped under two subcategories:  (1) Management, Planning, and Marketing, and (2) Financial.
Noteworthy guideline provisions include:

· Metro Transit would agree not to supplant existing service when a Purchasing Entity makes an investment;

· The definition of fully allocated costs paid by the Purchasing Entity may exclude expenses of the King County Department of Transportation Director’s office and the Metro General Manager office expenses; [NOTE: as amended by the Committee, the Report states that these expenses should be included in the definition of full cost recovery in future agreements.]
· The Purchasing Entity must pay a share of the capital costs of any additional buses that may be needed to provide peak period services; and
· The Purchasing Entity will receive a fare revenue credit toward its service costs based on the farebox recovery ratio for motor buses and/or trolley buses (as applicable). 
The proposed amendment adds a statement, tracking a provision of the Seattle Agreement, specifying that routes will be evaluated as whole units, there will not be an evaluation of “Metro hours performance” and “Purchasing Entity hours performance.”

Policy Implications. This final section describes policy implications “that will be addressed as the CMC program moves forward.”  These issues include:

· Contracting Duration and what happens when the contract comes to an end.
· Adherence to Service Guidelines: The report asks if the Service Guidelines should be revised to acknowledge investments that are outside of Metro’s Service Guidelines.

· Supplantation and relationship to Service Guidelines, an issue for the Seattle Agreement given Seattle’s concern about being appropriately credited in the future should regional funds allow for system growth.
· Capital Assets and sharing the costs of capital expenses triggered by a Purchasing Entity’s investments.
· Preserving the Regional Transit System and securing a long-term, sustainable funding source for transit in the region.
ANALYSIS

This proposed motion and attached report were transmitted in conjunction with the recently-approved Seattle Transit Agreement, and the policy implications identified in the report are all relevant to that Agreement.  Transit staff advise that approval of the proposed motion would indicate Council support for negotiation of future agreements with terms similar to those of the Seattle Agreement.
Significant issues include:

· What operating and capital costs are paid, or not paid, by the Purchasing Entity;

· Implementation of “supplantation provisions,” especially as the annual Service Guidelines reports identify changes in route performance and reassessed service hour needs;
· Closeout of agreements, especially if much of the purchased service is not a priority under the Metro Service Guidelines then in effect, or if fleet vehicles covered by the agreement are surplus to the County’s needs; and 
· Oversight of CMC activities.
AMENDMENTS

On January 29, 2015, the Committee reviewed and discussed the report.  Committee members expressed concern that the exclusion of certain costs from the definition of full cost recovery, as provided in the Seattle Transit Agreement, should not be regarded as a precedent for future agreements.
On March 3, 2015, the Committee amended the Report, making the following changes to the report:
· Route Performance (p. 5). Adds the statement: “In measuring the performance of a bus route that is wholly or partially funded by a Purchasing Entity, Metro will report on performance measures with no separate reporting of “Metro hours performance” and “Purchasing Entity hours performance.””
· Cost Recovery (p. 6). Adds language noting that some agreements, such as those with Sound Transit and the City of Seattle, have incorporated an hourly rate that excludes certain costs that would not vary with the existence or non-existence of the particular transit service agreement, such as King County Department of Transportation Director’s office expenses and the Metro General Manager’s office expenses. Council-added language states that “these costs should be included in future agreements’ fully allocated hourly rates.” 

� The criteria for Council approval of a route change are that a route’s weekly service hours change by more than 25 percent, or that a route stop is moved more than half a mile.
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