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Transportation, Economy and Environment Committee
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	Date:
	January 20, 2015

	Invited:
	Kevin Desmond, General Manager, King County Transit Division
Victor Obeso, Manager, Service Development, King County Transit Division


SUBJECT
Proposed Ordinance 2015-0039, approving an Agreement for Seattle to purchase approximately 223,000 additional Metro Transit bus service hours, including about 110,000 service hours to be added in June 2015 and about 113,000 service hours to be added in September 2015.
Proposed Ordinance 2015-0040, approving service changes in June 2015 and September 2015 for additional bus service purchased by the City of Seattle.  The proposed ordinance only applies to bus service changes requiring County Council approval under K.C.C. 28.94.020
; most of the Agreement service purchases fall below these thresholds. 
Proposed Motion 2015-0042, a motion relating to the criteria, guidelines and policy implications of transit service agreements, was transmitted on January 15, 2015, and will be introduced and referred on January 26. It includes a report with useful information on partnership criteria and policy implications.  This report is Attachment 6 to this staff report. 

SUMMARY
Proposed Ordinance 2015-0039 authorizes the Executive to approve an Agreement for the City of Seattle to purchase additional bus service from King County.  Funds for the Seattle purchases are from Proposition 1, a ballot measure approved by Seattle voters in the November 2014 general election.  The Agreement approves bus service hour additions listed in Exhibit A (service to be added in June 2015) and Exhibit B (service to be added in September 2015).  The Agreement includes provisions that define:

1. The process for implementing additional service and modifying the specific details in Exhibits A and B;
2. County and City responsibilities;
3. The charges paid by the City;
4. Payment procedures;
5. Provisions for modifying, extending, and terminating the Agreement; and

6. The Agreement’s relation to King County transit-related policies and the King County Metro Service Guidelines.
This staff report provides information on the proposed services to be purchased, provisions of the Agreement, and policy considerations.

The Executive has asked the County Council to approve this ordinance package by mid February to allow sufficient time for the planning and implementation of the June 2015 service addition. The Seattle City Council will consider the Agreement, Proposed Ordinance 2015-0039, simultaneously.  The service change ordinance, Proposed Ordinance 2015-0040, will only be considered by the County Council.

BACKGROUND
In response to the Great Recession-generated Metro Transit revenue shortfall, the County Council has worked intensively from 2008 to the present to identify efficiencies, preserve bus service, and establish policy justification for new, stable revenue sources.  As part of this effort, the Strategic Plan for Public Transportation 2011-2021 (Transit Strategic Plan) and King County Metro Service Guidelines (Service Guidelines) were developed to provide a transparent, data-driven means to identify and prioritize bus service needs.

The Transit Strategic Plan and Service Guidelines are significant in reviewing the proposed agreement because:

(1) The Transit Strategic Plan includes policy language relating to partnerships with cities and other entities, which comprise part of the County’s policy basis for the Agreement (Strategies 3.1.1 and 6.3.1);

(2) The Service Guidelines establish priorities for additional service investments on the transit corridors that connect transit activity centers (specific locations listed in Service Guidelines) throughout the county.  The annual Service Guidelines Report identifies the needs on individual bus routes. Overcrowding and on-time performance are the top two priorities, followed by increasing service on underserved transit corridors (connections between transit activity centers).  
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 additional bus service.  The Seattle Transportation Benefit District (TBD) placed Proposition 1 on the November 2014 general election ballot to provide revenue for additional Metro Transit bus service.  Proposition 1 passed and Seattle and King County negotiated the terms of this Agreement.

Terms of Proposition 1

Proposition 1, as described in the Seattle TBD Resolution 12 putting it on the ballot, authorizes up to a $60 vehicle license fee with a $20 rebate for low-income individuals and up to a 0.1 percent sales tax, both expiring by December 31, 2020.    

Proposition 1 revenues must first be used for administrative costs of the state Department of Licensing and Department of Revenue and the TBD, and the low-income rebate program.
The next priority is to fund Metro Transit service hours on routes with 80 percent or more of their stops in Seattle.  In the Agreement and this staff report, the term “Seattle Routes” is used to describe these routes.  The term does not include routes that operate in Seattle but have fewer than 80 percent of their stops in Seattle.

Service hours “are to be consistent with the Seattle Transit Master Plan and Metro’s Service Guidelines.”  The first priority is to preserve existing routes and prevent the proposed February 2015 service cuts and restructures
.  Resolution 12 states that the TBD anticipates an interlocal agreement that (1) funds transit service levels comparable to those in place following the September 2014 service changes; and (2) ensures that Proposition 1 Revenues “will not supplant other funding for any routes partially or completely operating within Seattle that Metro Transit would otherwise provide in accordance with the adopted Metro Transit Service Guidelines.”

Up to $3 million is reserved for regional service through regional partnership agreements; service additions in the current Agreement do not include any regional partnerships, but these could be added later.  Up to $2 million will be used to support access to transit for low-income riders.  
If King County imposes and collects additional revenue under existing authority or new authority that might be enacted by the Legislature, the TBD Board will consider whether to “repeal or reduce the taxes and fees imposed by this resolution in an amount comparable to the funding for the newly restored Seattle service.  Alternatively the Transportation District Board may submit a new proposition to the voters to propose uses for these revenues.”

Summary of the Agreement

Table 1 summarizes the Agreement sections and notes (“Yes”) if additional discussion is included in the staff report. The additional detail on these sections follows, and then the Analysis section identifies policy considerations. 
Table 1. Agreement Sections
	Section
	Description
	More?

	Preamble
	Describes Seattle and County authority to enter into the Agreement, lists existing County-Seattle partnership agreements, and refers to Seattle TBD Proposition 1, the Seattle’s Transit Master Plan, and the King County Strategic Plan for Public Transportation 2011-2021
	

	1. Purpose of Agreement
	Sets terms for added bus service
	

	2. County’s Responsibilities
	Defines service to be provided, data reported to Seattle and National Transit Database (NTD), changes to service during term of Agreement, communications 
	Yes

	3. City’s Responsibilities
	Funding obligation, option to buy additional enhancements
	Yes

	4. Term of Agreement
	Agreement continues to 12-31-2017 and can be extended for three more years by the Transit General Manager and the SDOT Director
	Yes

	5. Service Costs/Revenues
	Defines Seattle obligation to pay for operating costs and a portion of capital costs, approves a credit to Seattle for farebox revenue generated on the purchased service, defines process for reconciling final costs
	Yes

	6. Invoices/Payment Procedures
	Establishes procedure for twice-yearly Seattle payments to the County
	

	7. No Supplanting of Transit Service
	Establishes procedures for the County to modify the transit services in Seattle and for Seattle to propose changes
	Yes

	8. Records and Audits
	Defines retention period for records and allows Seattle Auditor access to County records
	


	Section
	Description
	More?

	9. Indemnification and Legal Relations
	Provides for mutual indemnification and establishes the Superior Court of King County as the venue for any legal proceedings
	

	10. Changes and Modifications
	Provides that Transit General Manager and Seattle DOT Director can modify Agreement by mutual consent
	Yes

	11.Termination of Agreement
	Provides for termination options; County performance of work is subject to enactment of sufficient appropriation authority by both Seattle and the County; in any case of termination, Seattle must pay a pro-rated share for services provided by the County
	

	12. Force Majeure
	Either Party may be excused from performing its obligations due to natural disaster, strikes, or national emergency
	

	13.Waiver of Default
	
	

	14. Assignment
	
	

	15. No Third Party Beneficiaries
	
	

	16. Headings for Convenience Only 
	
	

	17. Mutual Negotiation and Construction
	
	

	18. All Terms and Conditions
	
	

	19. Contact Persons
	Lists Seattle and County contacts
	

	20. Execution of Agreement – Counterparts
	Allows signing of two copies
	

	21. Effective Date
	When signed by both Parties
	


KEY SECTION SUMMARY

This part of the staff report provides additional information on the highlighted Agreement sections. 

Section 2.  County’s Responsibilities. Section 2 outlines County actions, including some collaborative actions, to implement the Agreement. The County:

· Agrees to provide the bus service identified in Exhibits A and B; County Council approval is required for any bus route change that meets the standard in the King County Code for change by ordinance (this is KCC 28.94.020 and the threshold is any change that affects a route’s weekly service schedule by more than 25 percent of the total hours or that moves the location of any stop by more than half a mile).  (Section 2.1.)
· Agrees that Seattle may enter into partnerships with other jurisdictions to purchase Metro service.  (Section 2.1) 
· Agrees to provide specified performance data to Seattle and to meet twice a year to review planned versus actual expenditures and service operating performance.  (Section 2.4.)
· Agrees to provide Seattle with its National Transit Database (NTD) operating data on the routes that include purchased service. (Section 2.5)
· Agrees to operate the service purchased by Seattle, note in schedule information which trips are funded by Seattle, give Seattle advance notice of major route changes and fare changes, and notify Seattle of non-operation of services and incidents or accidents (Section 2.6.)

· Agrees to coordinate with Seattle on potential changes to the services described in Exhibits A and B:  Any changes will take place at the time of the County’s scheduled service changes, and the City will provide 180 days advance notice of its proposed changes, with a final County decision 135 days before the service change.  (Section 2.7.)
· Agrees, if it proposes a restructure that affects Seattle-purchased service, to collaborate with Seattle on identifying replacements for affected investments made through this Agreement.  (Section 2.7.)
· Reserves the right, if Seattle proposes a restructure, to create an interagency team to evaluate and plan the proposed changes.  The Agreement mentions a possible split of the RapidRide C and D Lines as a potential example.  (Section 2.7.) 
Section 3. City’s Responsibilities. Section 3 provides that Seattle:

· Must pay for the costs of service as these costs are defined in Section 5 and Exhibit C.  This includes operating costs and a share of the capital costs for any buses that are purchased solely because the Seattle purchased service increases the need for buses.  (Section 3.1.)
· May purchase “enhancements” or additional services (examples are additional fare enforcement and transit lane enforcement) beyond what the County would normally provide.  (Section 3.2.)
· Agrees to make every effort to ensure adequate terminal facilities are available within the City limits for expanded service.  This chiefly refers to the layover facilities where buses wait to begin their routes.  The County reserves the right not to provide service if terminal facilities are inadequate.  (Section 3.4.)
Section 4. Term of Agreement. The Agreement lasts through December 31, 2017. The Transit General Manager and the Seattle Department of Transportation (SDOT) Director can agree to extend the Agreement for another three years, to December 31, 2020. County Council and City Council approval are not required for the extension.
If extended to December 31, 2020, the Agreement would expire at the same time as the Proposition 1 revenues that fund the Seattle purchases, unless Seattle voters extend these taxes.
Section 5. Service Costs/Revenues. This section defines what Seattle will pay the County for the costs of service. Key points in Section 5 include:  
· The definition of fully allocated costs, which is different from the definition in other bus operating agreements with Seattle. Seattle will pay “fully allocated costs” of operating the service, which include fuel, maintenance, driver wages, service supervision, infrastructure maintenance, revenue collection, scheduling, rider information, data analysis, and administrative and management costs, except as noted in Section 5.2.  Seattle will pay for each hour of bus service, at a rate that differs for each kind of bus, as the costs differ.  The 2015 costs are listed in Exhibit C and will be updated each year. (Section 5.1)
The fully allocated rate will not include two categories of costs that are charged to Seattle in the recent OWL bus agreement and other agreements.  (According to Metro, Sound Transit does not pay these costs when it buys service from Metro.)  These are a share of net costs in the King County DOT Director’s Office and a share of costs in the office of the Metro General Manager, Deputy General Manager, and administrative staff. (Section 5.2)
According to Transit staff, this results in about a $1.40 reduction for each hour of service purchased, approximately 1 percent or less of the hourly rates estimated for 2015.
The Agreement provides that Seattle’s hourly rate for bus operating expenses is based on the costs to operate different types of vehicles in the fleet.  Exhibit C will include the final 2015 hourly figures when they are available.  Table 1 shows the estimated hourly rates from the Fiscal Note to illustrate the difference among the bus types (these estimated hourly figures include the $1.40 per hour overhead that Seattle would not pay).
Table 2.  Fiscal Note Estimated Fully Allocated Hourly Operating Costs
	Vehicle Type
	2015 Estimated Hourly Rate

	35’ Diesel/Hybrid
	$141.48

	40’ Diesel/Hybrid
	$144.11

	60’ Diesel/Hybrid
	$157.66

	60’ Diesel/Hybrid (Tunnel Route)
	

	RapidRide
	$155.77

	40’ Trolley
	$149.94

	60’ Trolley
	$161.04


Note:  RapidRide service may be provided by diesel/hybrid buses to the extent that RapidRide branded buses are not available
· The inclusion of a portion of bus fleet capital costs.  The Agreement addresses the additional capital costs to the County to operate the Seattle-purchased service. The bus fleet is large enough to handle the additional off-peak service but not large enough to operate all of the extra peak service. (Section 5.3)
The Agreement defines a formula for determining the number of additional buses needed, with one additional bus required per additional 1,000 peak service hours per year. The total cost of a new bus is calculated with debt financing at 3 percent interest. For motorbuses the total cost is divided by 12 (the FTA’s minimum lifespan) and for electric trolley buses, the total cost is divided by 15, also the FTA minimum. The result is Seattle’s annual payment for a bus that had to be purchased to accommodate Seattle-purchased service.

When the Agreement expires or terminates, the County would retain the motor bus coaches in its fleet, reducing the number of buses purchased in future years.  Seattle would not have an additional financial obligation for the capital costs of these coaches.

For electric trolley bus coaches, Seattle is responsible for the entire purchase price of a coach if the County determines that it cannot retain the trolley bus in its fleet.  Since the trolley buses can only operate on trolley routes, if the trolley bus fleet is larger than needed to operate the amount of service delivered on the trolley routes, the excess vehicles are surplus to the County’s needs.
In future years, the formula would not change, but the cost figures in Exhibit C would be updated.  This update would not require Council approval.
· The credit to Seattle for farebox revenue generated by Seattle-purchased service. The Agreement addresses another departure from the existing Seattle contracts for purchase of bus service.  The County and Seattle agree that the Seattle-purchased service will generate additional fare revenue on the purchased hours.  To credit Seattle for this additional revenue, the Agreement provides that in 2015, for each motor bus service hour bought by Seattle, 29 percent of the operating revenue will be credited against the amount owed by Seattle.  For each trolley bus service hour bought by Seattle, 41 percent of the operating revenue will be credited against the amount owed by Seattle.  These are the estimated figures for 2015; they would be updated each year as new data is processed. (Section 5.4)
· Reconciliation of Costs. The Agreement establishes the procedure for reconciling the actual costs incurred by the County and the amount paid by Seattle.  This process would take place the year after the services are provided as the County revises data for submission to the National Transit Database. (Section 5.5)
Section 7. No Supplanting of Transit Service. This Section of the Agreement addresses the requirement that revenues from Proposition 1 not be used to pay for transit services that would otherwise be provided by the County. The Section:

· Provides that Seattle investments “shall not supplant” other service that the County would otherwise provide in accordance with the adopted Service Guidelines.  (Section 7.1.)
· States that the Metro annual evaluation of route performance will treat each bus route as a single entity and not separately evaluate “Metro” hours and “Seattle-purchased” hours.  This is how Metro evaluates current partnership routes and Metro staff advise that it would be impossible to separate out the Seattle-purchased hours.  (Section 7.2.)
· States that Metro Transit (County) changes to bus routes will be based on the annual Service Guidelines Report and the Service Guidelines in effect at the time. Every year, the Service Guidelines Report updates the list of bus routes with passenger crowding and on-time performance issues, and identifies transit corridors that would need additional hours of service investment to reach their target service levels. Each year, the County determines what additional service hours can be invested to address these priorities on a systemwide basis, which could result in a County decision to fund some investment in service hours that are currently purchased by Seattle, or a decision to reduce County funded hours for a route that has Seattle-purchased hours.  (Section 7.3.)
· Provides that for routes with Seattle investments, the County will not delete existing trips, excluding service funded by others, at least through the next evaluation period.  Subsequently, Metro may add or reduce service on these routes if that is indicated by the annual Service Guidelines Report and consistent with the Service Guidelines. In turn, Seattle could then add or reduce its purchased service.  (Section 7.4.)
· Provides that for restructures, Metro and Seattle will establish a baseline of County and City service investments and when implementing the restructure, the net County investment will remain the same.  (Section 7.5.)
· Addresses a future situation in which the County can afford to increase bus service. When this happens, the Service Guidelines provide that service hours would be added to routes to address priority 1, crowding; priority 2, reliability; and priority 3, corridor service levels. (Section 7.6.) Section 7.6 establishes a process for identifying the Seattle Routes’ share of the priority needs, and guaranteeing that these routes would receive a share of new County investments designed to address the need for additional service investments.  

Metro will calculate the total number of service hour needs in priorities 1-3 and then determine the percentage of this need on the Seattle Routes. This calculation will not include service hour needs that have been resolved by Seattle-purchased service. A Metro Transit package of increased service hours would then include priority 1-3 investments in Seattle Routes, up to the amount of Seattle-purchased service in those three priorities.

Section 10. Changes and Modifications. This section authorizes the General Manager and SDOT Director to make additional service changes (additions and reductions), which the County may provide at its sole discretion and conditional on appropriation authority. If a change met the definition of a major service change, County Council approval by ordinance would be required.

ADDITIONAL BUS SERVICE PURCHASED BY SEATTLE
This part of the staff report discusses the bus services that Seattle would purchase through the Agreement. The June 2015 service hours are listed in Exhibit A, and the September 2015 service hours are listed in Exhibit B.

Proposition 1 states that to receive funding, a bus route must have at least 80 percent of its stops in Seattle. This category includes all bus routes operating solely within Seattle, the RapidRide C and D Lines, and some other bus routes that travel across the city limits.  Proposition 1 provides that investments must be consistent with the Metro Service Guidelines and the Seattle Transit Master Plan, which emphasizes 15-minute service intervals on a Frequent Transit Network.
Within this broad category of Metro bus routes, the proposed service hour investments include:

(1) Added bus trips on crowded routes listed in the Metro 2014 Service Guidelines Report – the top priority in the Metro Service Guidelines for adding service – all identified Seattle Route needs are included (approximately 12,000 hours).
(2) Added service hours to improve schedule reliability on bus routes identified as having poor on-time performance in the 2014 Service Guidelines Report - the second highest priority in the Metro Service Guidelines for adding service hours – all identified Seattle Route needs are included (approximately 21,000 hours).
(3) Added service hours for some transit corridors identified as “underserved” in the 2014 Service Guidelines Report - the third highest priority in the Metro Service Guidelines for adding service hours – the package addresses 39,000 of these service hours, or 23 percent of the Seattle Route needs.

Additional categories of Seattle-purchased service:

(4) Three September 2014 bus route reductions would be reversed:  the Route 19 would be restored, with five morning and six afternoon trips; the Route 47 would be restored; and Route 27 off-peak and night service would be restored (approximately 15,000 hours on these routes).

(5) Other added service hours are for priorities in the Seattle Transit Master Plan including evening and weekend service that is not a priority under the Service Guidelines - the package includes approximately 136,000 hours for these needs, all on existing Metro bus routes.
At such time as the Agreement expires or is terminated, the County would remove service hours from the bus route network in a way consistent with the Service Guidelines in effect at the time. Service purchased to address Seattle Transit Master Plan criteria, but lower priority under the Service Guidelines, could be removed from the system.
According to Transit staff calculations, all priority 1 and 2 needs would be met and 23 percent of priority 3 needs would be met.  Of the total (estimated) 223,303 hours of service purchased by Seattle, 32 percent would address Service Guidelines needs and the remaining 68 percent would address Seattle Transit Master Plan needs that are not Service Guidelines priorities. 
Table 3. Priority Needs, Service Guidelines and Seattle Investment
	
	Service Guidelines Need
	Seattle Investment
	Difference
	% of Needs Met

	Priority 1
	12,000
	12,000
	0
	100%

	Priority 2
	21,000
	21,000
	0
	100%

	Priority 3
	173,000
	39,000
	134,000
	23%

	Total
	206,000
	72,000
	134,000
	35%


TITLE VI ANALYSIS
Transmitted as part of the legislative package is the Title VI Analysis which evaluates whether a service change has a disparate impact on minorities or a disproportionate burden on low-income people.  The Analysis concludes that the Agreement has neither.

ANALYSIS
The initial County Council staff review has identified the following policy considerations:

1. Seattle payments;
2. Impacts on the Service Guidelines and Annual Performance Evaluations;
3. Effects of adding bus service hours that are Seattle Transit Master Plan priorities but not County priorities.
This high-level summary is intended to help Councilmembers identify information needs on these topics. 
1. Seattle Payments
Section 5.2 provides that certain costs in the KCDOT Director’s Office and the Transit General Manager’s office are not included in the “fully allocated cost” formula. The impact is estimated at $1.40 per hour of bus service. Other bus service agreements with cities include these costs.
Is the Agreement’s definition of “fully allocated cost” for operations appropriate?

Section 5.4 establishes a credit to Seattle for an estimated amount of fare revenue generated by the Seattle-purchased service and retained by the County. This reduces what Seattle pays for the service – for motor bus service, the 2015 credit is the system average, 29 percent of operating expenses; for trolley buses the 2015 credit is the trolley bus average.  As the County receives the actual fare revenue from the purchased service hours, the final impact of the farebox credit is undetermined.
Are there concerns about the farebox credit or questions about the methodology established in the Agreement?

2. Impacts on the Service Guidelines and Annual Performance Evaluations
Every year, Metro evaluates and reports on the performance (“rides/platform hour” and “passenger miles/platform mile”) of each bus route in the system. The Service Guidelines Report also evaluates overcrowding, on-time performance, and service on transit corridors that falls short of the target service levels. These are the highest priorities for future County service investments. The 2014 estimate of total need in these three categories is 547,000 hours.
· The Seattle purchases solve the Spring 2014 passenger crowding and on-time performance problems identified on the Seattle Routes, and address some identified service hour additions on some corridors served by Seattle Routes. The 547,000 systemwide service hour need would drop to a 475,000 hour need. Future performance reports will no longer identify those specific needs because the investments solve them. However, additional Seattle Route needs are virtually certain to be identified as needing investment in future years.
· The Seattle purchases are likely to increase system ridership, but it is uncertain how this will affect performance on routes that gain service in the off-peak and weekends when demand is lower. The longer that Seattle-purchased service is in place, increased ridership would be expected to improve performance.  
· The added service is expected to result in more trips on existing routes as riders make trips involving transfers, improving performance on these routes.

What additional information is wanted regarding the potential impacts of Seattle-purchased bus service hours on Metro’s performance evaluation of its entire bus route network?
3. Effects of Adding Seattle Bus Service Priorities That Are Not Service Guidelines Priorities
About two-thirds of the Seattle-purchased hours are for Seattle Transit Master Plan priorities that include off-peak, evening, and weekend hours that are not included in the County’s three highest investment priorities under the Service Guidelines as reported in the 2014 Service Guidelines Report.

· If the Agreement expires or is terminated, the County would remove Seattle-funded service hours from the Metro bus network, readjusting bus routes to be consistent with the Service Guidelines with potentially dramatic impact on the Seattle Transit Master Plan priorities. Given the large number of service hours affected, this reduction would have a significant impact on transit riders’ experience.
What additional information is needed on the Seattle Transit Master Plan investments and their relationship to the Service Guidelines?

LEGAL REVIEW
Legal review of the Agreement is under way. While the Council’s legal counsel were provided an opportunity to review and comment on an earlier version of the proposed Agreement, resolution of the issues raised in that review and comments made could not be completed before the executive chose to transmit this legislation. 

ATTACHMENTS
1. Proposed Ordinance 2015-0039 and Attachment (Agreement with Exhibits)
2. Proposed Ordinance 2015-0040 and Attachments

3. Executive’s Transmittal Letter

4. Fiscal Note

5. Title VI Analysis

6. Criteria, Guidelines, and Policy Implications for Transit Service Agreements (Transit Division Report)
�K.C.C. 28.94.020 requires Council approval of Metro bus route changes that modify the weekly service hours by more than 25 percent or relocate a bus stop a distance of more than one-half mile.  Changes that do not reach this threshold can be approved by the King County Department of Transportation Director or his designee. 


�The County Council did not approve the February 2015 service reductions and restructures. 
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