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	Paul Carlson


STAFF REPORT
	SUBJECT


Proposed Ordinance 2006-0285 would cause a proposition to be placed on the November 7, 2006 general election ballot that would allow the Council to impose an additional sales tax of 1/10 of 1% for the support of the King County Metro public transportation system.

	BACKGROUND


This ordinance was transmitted by the Executive to the Council on June 15 and introduced on June 19.  It received a dual referral – to the Transportation Committee and then to the Operating Budget Committee.  

As noted by the King County Executive in his transmittal letter (Attachment 2), Metro Transit prior to 2001 received significant funding from the State imposed motor vehicle excise tax (MVET).  After passage of Initiative 695 in November 1999, the Legislature eliminated the MVET, substantially reducing revenues for Metro Transit. 
 The Legislature did, however, authorize an additional sales tax of up to .3% if approved by voters.  In 2001 the voters in King County approved the imposition of an additional .2% of the .3% authorized by the Legislature.  This sales tax provided revenue to replace a portion of that lost by elimination of the MVET.

Less than two years after the loss of the MVET, the terrorist attacks of 9/11 led to a nationwide recession.  Sales taxes in particular were down compared with prior years, dropping by 2% in 2001 and over 4% in 2002.  This followed consecutive annual increases of from a little under 1% to almost 12% during the prosperous 90’s.

The combined impact of the loss of the MVET and the recession has meant that Metro Transit has been unable to increase service hours at a pace that would keep up with population growth.  Ridership declined significantly in 2001 and 2002 and only in 2006 has the number of riders grown back to the level achieved in 2000.
If enacted, Proposed Ordinance 2006-0285 would place on the November 7, 2006 election ballot a proposal to authorize an additional .1% sales and use tax for Metro Transit Division purposes.  This .1% sales tax would be in addition to .8% sales tax already collected for Metro Transit and would bring the Metro Transit tax to the highest level authorized by state law.  The measure would be subject to approval by a simple majority vote.

	ANALYSIS


The transmittal packet for Proposed Ordinance 2006-0285 includes the following items:
· The proposed ordinance (Attachment 1);

· The Executive’s transmittal letter (Attachment 2);

· A document entitled Improvements Funded by Transit Now (Exhibit A, Attachment 3);

· A Fiscal Note describing Transit Now revenues and expenditures in 2007-2009 (Attachment 4);

· A revised Transit Division Financial Plan that incorporates the effects of Transit Now in 2007-2011 (Attachment 5).

Exhibit A is a description of the Transit Now program that the Executive proposes to implement with the revenues generated by the additional .1% sales tax during 2007-2016.  The tax would continue to be collected in 2017 and beyond.  Today’s staff report will discuss the revenue and expenditure impacts of the additional sales tax and the proposed uses of these additional resources as described in Exhibit A.  Attachment 6 to the staff report is a table showing Transit Now revenues, expenditures, and service investments.  Attachment 7 is a complete list of questions submitted by the Transportation Committee and the Transit Division’s responses. 

Transit Now Revenues and Expenditures
The Transit Division estimates that the revenue from the sales tax will produce approximately $50 million dollars in 2008 and grow to $75 million by 2016.  The .1% generates one-eighth the revenue from the existing .8% Metro Transit sales tax.

Existing financial policies provide that 75% of sales tax revenue goes to the Public Transportation Fund’s Operating Account and the remaining 25% to the Capital Account.  In practice, recent annual budgets have included large transfers from the capital to the operating account.  Projected expenditures from the .1% will include operating and capital components but not in a strict 3:1 ratio.

Fiscal Note – the Fiscal Note addresses impacts in 2007-2009.  For 2007, revenue is expected to be collected at the start of the second quarter, on April 1, 2007, and the initial revenues will be received in June 2007.  The fiscal note assumes that additional fare revenue and miscellaneous revenues will become available to the operating fund as new bus service begins to be added.  In 2008 and 2009, additional grant funds are presumed to be available for the capital account.
The amount of fare revenue in the Fiscal Note is estimated based on the current system average fare per boarding times 22 rides per new hour of service.  In other words, new bus service provided through Transit Now is estimated to provide at least the same average return as current system hours.  Average productivity for high-ridership routes, the primary focus of Transit Now investments, is about 29 boardings per hour.  The fare revenue estimates appear to be a reasonable planning assumption since the goal is to provide new service to routes where there is demand for it.
Farebox recovery – Although Transit Division financial policies have as a goal a 25% Operating Revenue/Operating Expenditure (OR/OE) or “farebox recovery” ratio for bus service, the 2005 OR/OE ratio was closer to 22%.  The ratio for 2006 is projected to be under 21%.  The ratio declines every year that goes by without a fare increase, because expenditures per ride increase while revenues do not.  The Transit Division estimates that Transit Now will not make a difference to the projected annual change in the OR/OE ratios.
The Financial Plan itself assumes fare increases every few years in amounts designed to keep pace with increasing costs of existing service.  The last fare increase was implemented in 2001.  The next fare increase is anticipated in 2008, with another increase anticipated in 2011.  The decision to raise fares rests with the Council.  In practice, fare increases have been delayed beyond the times they are put in the Financial Plan.  One impact of a delay in a fare increase is that the OR/OE ratio will continue to decline.  
Exhibit A, Improvements Funded by Transit Now
While Proposed Ordinance 2006-0285 identifies the purpose and use of the sales tax increase and calls for an election to authorize the tax increase, Exhibit A describes a framework for investments in five primary components:
Transit Now Primary Program Elements

1. RapidRide/Bus Rapid Transit

2. Core Route/High Ridership Network

3. New Service for Rapidly Developing Areas

4. Added Service for the Partnership Program

5. Expanded Service for the Paratransit and Rideshare Programs

The Transit Division estimates that revenue generated from the .1% sales tax increase will be sufficient to fund a set of operating and capital improvements that will result in 580,000 additional hours of transit service by 2016.  Absent this additional revenue, the Transit Division estimates that only 190,000 hours of additional service could be added to the current 3.4 million hours of bus service.

This table contains the Transit Division’s estimate of how the 580,000 new Transit Now service hours might be added to the system.  There is no assumption of how many hours in a given year would go to the proposed different categories of bus service.
	Year
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016

	Hours

	43.9
	47.0
	50.1
	82.0
	93.8
	55.8
	54.5
	52.2
	55.0
	45.7


Subarea Allocation – Metro Transit bus service is allocated to three subareas of the county, the East, South, and West (Seattle/north suburban) subareas.  The West subarea has about 63% of the bus service, and the current Six Year Transit Development Plan provides that every 200,000 hours of additional bus service will be allocated among the three subareas on a 40:40:20 basis with the East and South subareas each receiving 40% of service hours and the West subarea receiving 20%.
The Transit Now proposal calls for 460,000 hours of service to be allocated among the three subareas according to the 40:40:20 formula.  The first three components of Transit Now (RapidRide, Core service, and service to developing areas) would receive service hours from the 460,000 pool.  The remaining 120,000 hours are to be put out as part of the fourth component, the new Service Partnership proposal.

Once the 460,000 additional hours of service have been added to the current 3.4 million total service hours, the West subarea would still have a majority of the service hours and would pick up 92,000 additional service hours.  The East and South subareas would each gain 184,000 service hours and increase their percentage share of total service hours.

	
	Current Share of Service Hours
	Transit Now Service Hours Allocated by  40:40:20 Formula
	Projected Share of Service Hours (excluding Partnership hours)

	East
	16%
	184,000
	19%

	South
	21%
	184,000
	23%

	West
	63%
	92,000
	58%


Transit Now further assumes that the 190,000 new service hours from existing revenue will be reserved for schedule maintenance.  Schedule maintenance hours are used to add service on crowded or congested routes.  These hours are added to routes on a case-by-case basis and are not allocated under the subarea formula.  In a given year, up to one-third of new service hours can be used for schedule maintenance, capped annually at one half of one percent of total bus service hours (about 17,000 hours at the current service level).
Element 1: Rapid Ride/Bus Rapid Transit (BRT)
RapidRide is a term used to describe transit services and facility improvements that achieve a higher rider satisfaction than traditional bus services, similar to service referred to as Bus Rapid Transit (BRT).  This program element seeks to increase already frequent all-day service on five key travel corridors to achieve higher capacity and faster operation than traditional buses.  This program element intends to combine new service with supporting capital equipment and traffic operational improvements to significantly enhance customers’ transit experience and make the system easier to use.  

The five RapidRide travel corridors are identified as “Targeted Bus Rapid Transit Corridors” in Strategy S-5 of the existing Six-Year Transit Development Plan.  These corridors have the highest daily ridership in the system outside of corridors that will be served by Link Light Rail, and include:

· Downtown Seattle to Shoreline via Aurora Avenue North

· West Seattle to Downtown Seattle via West Seattle Bridge

· Ballard to Downtown Seattle via 15th Avenue Northeast

· Federal Way to Tukwila via Pacific Highway South

· Bellevue to Redmond via Crossroads and Overlake

Buses, bus stops and shelters in these corridors may have a different look and set of amenities that would differentiate them from regular bus service.  The actual product branding concepts will not be developed until after a successful vote at the ballot.   

Element 2: Core Route/High Ridership Network

Metro Transit’s core routes connect its highest ridership destinations, the most densely developed activity centers.  This element would continue improvements to the existing core network with a target frequency of 15 minute, all-day, two-way service.  Specific improvements would include higher frequency, expanded hours of operation (span improvements) and more trips on crowded routes resulting in more reliable service.  The core network is identified in Metro’s current Six Year Transit Development Plan.
Element 3: New Service for Rapidly Developing Areas

This program element seeks to increase service to growing residential areas of the county within the Urban Growth Area.  The intent is to add peak service in areas currently not served and to expand mid-day service in some areas that currently have peak service only.  According to Exhibit A, the Transit Division will conduct outreach with stakeholders and elected officials in the east and south subareas to identify rapidly growing residential areas that would benefit from additional transit service.  Such areas within the Urban Growth Area may include but are not limited to:  Duvall, Redmond Ridge, Sammamish, Snoqualmie, Issaquah, Covington, Maple Valley, and Black Diamond.  This element appears consistent with the objectives of the existing Six-Year Transit Development Plan and the region’s overall growth strategy, which supports continued development in the Urban Growth Area with higher levels of transit service.  

Element 4: Service Partnership Program
The Partnership Program is the most complex element of the Transit Now initiative.  The objective is to develop partnerships to serve expanding employment centers in locations where transit service investments will generate the most riders.  The program is intended to help local jurisdictions, developers and employers become partners in offering new transit service to meet growth targets and improve transit market share, in effect leveraging the county’s investment.  The Partnership Program is intended to apply to bus service primarily on local streets and arterials, not service on state or interstate highways where traffic operations are not managed by the local jurisdiction.  

Exhibit A calls for the Transit Division to set aside up to 120,000 annual bus service hours for the partnership program over the next ten years.  The Division assumes that revenue generated by potential partners could support up to 40,000 additional hours of service per year.  Partners could include public or private sector parties or partnership groups that could leverage these service hours through direct contributions to service operations costs or through capital investments or actions to manage traffic that achieve transit speed and reliability improvements.  To implement such investments, the Transit Division will enter into an agreement with a single partner or partnership group that outlines the various responsibilities of the partnership.

If no partnership agreements are established within five years, the 120,000 annual bus hours reserved for the partnership program will be distributed using the regular subarea service allocation formula.  If some partnership agreements are established but program resources still remain after eight years, the remaining service hours shall be distributed using the subarea service allocation formula.  

The table below is intended to outline the general guidelines of the Partnership Program as described in Exhibit A but does not include all of the details.  

	Types of Partnerships
	Required Contribution by Potential Partner 
	Metro Transit Service Investment*

	Direct Financial Participation
	To leverage additional existing service, partner must contribute a minimum of $100,000 per year for 5 years.  To establish new service, partner must contribute $200,000 for 5 years.
	Will match partner contributions 2 to 1 (e.g., for a partner contribution of 20,000 hours, Metro will provide 40,000 hours).  The program could support up to $6 million in cash partnerships or a combination with project partnerships below.

	Transit Speed & Reliability Project Participation
	Partner must make a capital investment or traffic operations change along a designated corridor that is estimated to result in an improvement to the transit speed & reliability of affected routes by 10% or more for 12 hours of weekday operation.  
	Will enter contract to begin service investment after completion of capital project or traffic operations change.  The program could potentially support up to 24 speed & reliability partnerships or a combination with cash partnerships above.  


Direct financial participation service partnerships shall have priority for implementation over transit speed and reliability project partnerships.  Priority will be given to partnerships that:

· Provide service to a regional center serving the general public;
· Ridership potential;
· Sustainability of partnership revenues over time; and
· Enhancement of the overall system.
Transit speed & reliability partnerships will receive priority for resources if they include:

· Parking management actions that either increase costs or reduce supply;
· Additional traffic operations actions that achieve transit priority; and
· Pass subsidy and promotional programs that achieve higher ridership.
A specific market analysis for the Partnership Program has not been conducted but the Division assumes, based on previous experience and recent outreach, that many jurisdictions and employers will want to participate.  The program includes a commitment to monitor transit performance on core routes and to act as needed to sustain improved operation.  Factors such as ridership, running time, and on-time performance will be considered as part of this evaluation.  

Element 5: Paratransit and Rideshare Improvements

The objective of this program element is to improve non-fixed route services in the Paratransit and Rideshare programs.  Exhibit A calls for:

· The expansion of ACCESS Paratransit service to cover gaps in the fixed route coverage areas;

· Incentives to promote expansion of the Vanpool, Vanshare and Ridematch programs; and

· Targeted investments to increase convenience for pedestrians and cyclists at park and ride facilities and transit centers. 

Policy Implications of Transit Now

Transit Now, as described in Exhibit A, has been characterized as “the immediate long-range (10-year) transit plan for the county.” If so, some Transit Now policy elements may require subsequent Council action to amend currently-adopted policies to bring them into conformance.  These policies are found in the Six Year Transit Plan or the King County Code.  The Transportation Committee is evaluating these policy implications as part of its review of Proposed Ordinance 2006-0285.  Issues include:
· Subarea Service Allocation – Transit Now’s 120,000 annual service hours for the service partnership program would mark a departure from the current policy of allocating new service hours according to the 40:40:20 formula. 
· Core Route Network – Transit Now’s proposed core route service expansion would set service frequency targets that are significantly higher and more costly than those in the adopted 2002-2007 Six-Year Plan and would predetermine the priority-setting that would otherwise take place in two future Six-Year Plan adoption processes. 

· ACCESS Paratransit Program – Transit Now’s proposal to expand ACCESS paratransit service to cover gaps within the fixed route coverage areas would require a change in existing policy, which provides that paratransit services shall be provided during the same hours and days as regular, fixed, non-commuter bus service, within corridors that extend three-fourths of a mile on either side of the regular, fixed, non-commuter bus routes.  (K.C.C. 28.94.035 B.)  The policy, adopted in 1999 to control rapidly escalating paratransit costs, created several small areas inside the urban growth boundary where ACCESS service is not provided because there is no nearby fixed route service.
· Vanpool Program – Transit Now’s proposal to double participation in Vanpool and VanShare programs could require a change in the current policy that vanpool fare rates are established at a level reasonably estimated to recover the operating and capital costs of, and at least twenty-five percent of the cost of administering, the vanpool program.  (K.C.C. 28.94.185.)  With 732 vanpool groups, the program is nation’s largest public vanpool program and there is no waiting list.  Given the past ten years of vanpool program history (below) and the $5 million in Transit Now revenues that are earmarked for the Vanpool Program, doubled participation in the next ten years may require a change to the adopted policy on subsidies.

Vanpools in Operation

	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	557
	613
	661
	705
	681
	694
	667
	663
	662
	732


	NEXT STEPS


Staff will continue to analyze Proposed Ordinance 2006-0285 and follow up on Members’ questions in preparation for the July 26 Committee meeting.  

Legal Analysis – One ongoing focus has to do with the legal requirements that would be established by the ballot measure.  Proposed Ordinance 2006-0285 includes a Finding (Section 1F) stating that the tax increase will allow for the improvement of transit service and facilities as described in Exhibit A, Improvements Funded by Transit Now.  Section 5 of the proposed ordinance, Use of tax proceeds, states that proceeds from the tax “shall be used for the operation, maintenance and capital needs of King County Metro public transportation as allowed by law.”  Section 6, the Call for Election, directs that the sales tax measure be placed on the ballot “to fund expansion of service, operations, maintenance, and capital needs of King County Metro public transportation, including, but not limited to, expanded bus service, accessible services, vanpool programs, passenger facilities, park and ride facilities, and other congestion relief projects to preserve and enhance Metro Transit services …”

Voters Pamphlet statement – The Transportation Committee will likely amend the ordinance to provide for the appointment of committees to write the “pro” and “anti” voters pamphlet statements.  These statements need to be prepared under a strict timeline and providing for their establishment in this legislation will allow for timely action in this regard.

	INVITED


· Kevin Desmond, General Manager, Metro Transit Division

· Jim Jacobson, Deputy General Manager, Metro Transit Division

· Victor Obeso, Manager, Service Development Section, Metro Transit Division

· Bob Cowan, Director, Office of Management and Budget
	ATTACHMENTS


1.  Proposed Ordinance 2006-0285
2.  Transmittal Letter dated June 15, 2006

3.  Improvements Funded by Transit Now (Exhibit A)

4.  Fiscal Note

5.  Transit Division Financial Plan 2006 Adopted Budget with Transit Now changes
6.  Table, Transit Now:  Revenue, Expenditures and Service Investments
7.  Transportation Committee Questions and Answers 
� Initiative 695 was ruled by the State Supreme Court to be unconstitutional in October of 2000.  During a special session, the Legislature repealed the tax, effective January 1, 2000. 


� Hours shown “in thousands”.
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