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SUBJECT:  A Proposed Ordinance to increase transit fares to address sustained increases in fuel costs.
SUMMARY:  In response to the dramatic rise in fuel costs, the Executive has proposed a 25-cent increase in most bus fare categories with correspondingly higher pass prices.  The Executive fare increase proposal would address approximately half of the $22 million annual shortfall due to fuel costs. Additionally, Transportation Committee has requested an alternative scenario, which proposes a 25-cent increase in regular adult fares and a 50-cent increase in 1-zone and 2-zone peak fares, be investigated. Unless otherwise noted, the proposed fare increases in both scenarios would take effect on October 1, 2008.  
Table 1.  Proposed Transit Fare Increase-Executive Proposal and Alternative 1
	Fare Category
	Current Rate
	Executive Proposal
($0.25 all adult regular fares)

	
	
	Cash Fare
	Revenue
	Ridership Impact    (116.4M annual rides)

	Adult Off-Peak
	$1.50 
	$1.75 
	$4.57M
	-800k
(-0.69%)

	Adult Peak 1-Zone
	$1.75 
	$2.00 
	$4.54M
	-300k
(-0.26%)

	Adult Peak 2-Zone
	$2.25 
	$2.50 
	$0.92M
	-50k
(-0.04%)

	Youth
	$0.75 
	$0.75 
	n/a
	n/a

	Senior/Disabled Off-Peak
	$0.50 
	$0.50 
	n/a
	n/a

	Senior/Disabled Peak
	$0.50 
	$0.50 
	
	

	ACCESS
	$0.75 
	$1.00 
	Proposed for January 1, 2009

	ACCESS
	$18.00 
	$27.00 
	

	All-Day Pass (Weekday)
	$5.50 
	$6.00 
	$0.26M
	-50k
(-0.04%)

	All-Day Pass (Weekend)
	$3.50 
	$4.00 
	
	

	Total Revenue and Ridership impacts
	$10.29M
	(1.2M)

	116.4 million rides projected for 2009 - Net annual ridership impact as a percentage of projected annual ridership
	 
	-1.03%

	Gross projected revenue impact from fuel costs
	-$22M
	 

	Net projected revenue impact
	-11.71M
	


BACKGROUND:
Proposed Ordinance 2008-0377 would amend the King County Code to increase most transit fares.  In response to the dramatic and sustained rise in fuel costs, the Executive proposes to increase all adult fares by $0.25 effective October 1, 2008.  Additionally, the Executive proposes to increase the ACCESS cash fare by $0.25 and the pass price from $18.00 to $27.00; the ACCESS fare changes would take effect January 1, 2009.  The Executive does not propose to increase Youth and Senior/Disabled fares as part of this proposal.
A fare increase, the first since 2001, was approved in fall 2007 and the approved changes were phased in March 2008 and July 2008.  The financial plans associated with the fare increase assumed some increases in fuel costs, the Executive did not foresee, and could not account for, the sharp rise in fuel costs.
While decreases in ridership were expected with the increase in transit fares, actual ridership has increased over this same period of time, including significant increases in usage by existing pass holders.

The $0.25 proposed transit fare increase addresses a portion of the $22 million financial gap created by the rise in fuel costs. With the adoption of this transit fare increase, an annual gap of $12 million remains. The department is initially proposing to balance their budget through borrowing of funds such as the fleet replacement fund, which could be problematic in the long term.  Additionally, the department has indicated an interest in actively embracing the on-going transit audit and is optimistic that the results will help them further address the fuel cost gap.  The Executive has also suggested that as part of the 2010/2011 budget process the remaining fuel cost gap will be addressed in greater detail.
As provided for in King County Code 28.94.185, vanpool fares will also be increased by approximately 8%-12% effective October 1, 2008.  This increase, which is not established by ordinance, will enable vanpool program to maintain the cost recovery direction provided.
Follow-up to July 9, 2008 Briefing

At the July 9, 2008 Transportation Committee, a variety of issues were identified for clarification including:
· The factors the Executive used to bring forward a $0.25 transit fare increase proposal;
· The factors affecting ridership projections;
· How are other transit agencies responding;
· Analysis of other alternative fare increase scenarios;
· How can the county begin to address the issue of standing loads and busses passing stops, as well as address the structural issues funding and service issues;

· Issues associated with fares based on the ability to pay; and

· Sound Transit 2 and the potential to free up/reallocate service hours.

Factors the Executive used to bring forward a $0.25 transit fare increase proposal – Beyond the issue of noting that projections show the rise in transit fuel costs is more than a short-term issue, the Executive identified:

· The timing of the most recent transit increase, which raised Adult Regular transit fares by $0.25 took effect on March 1, 2008

· Ability to address short-term volatility in the fuel market versus sustained cost increases
· A reliance on external guidance through the transit audit to help address the remaining revenue gap through efficiencies

· A plan for an additional transit fare increase in 2010.

The factors affecting ridership projections – There are two primary areas that affect the ridership projections, each with a series of factors:

Ridership growth model, which separate from a fare increase projects how ridership will grow from year to year.  This model takes into account such things as employment, housing, consumer fuel costs, and the Seattle area consumer price index.
Transit fare elasticity model, which looks back such factors as past experience with fare changes, the cost of alternatives to riding transit (driving, parking, walking, et al), and subsidy levels.  This model projects that on average there is a 1% reduction in passengers for every 10% increase in fares, though in application there is different elasticity for different fare types.
How are other transit agencies responding to higher fuel costs? – The American Public Transportation Association (APTA) conducted a survey of members on this specific issue in May 2008.  The full results of the survey are available at http://www.apta.com/research/info/online/fuel_survey.cfm.  One of the specific questions and its summary of responses is provided in Table 2.

Table 2.  Summary APTA Fuel Response Survey Question related to How Bus Operators are Responding to Higher Fuel Prices
	 
	Yes
	No
	Number of Respondents

	Fare increases
	48%
	52%
	62

	Increase in local/state contributions
	43%
	57%
	58

	Delay or cancellation of other operating improvements
	42%
	58%
	59

	Delay or cancellation of capital improvements
	42%
	58%
	60

	Delay or cancellation of planned service increases
	38%
	62%
	60

	Transferred funds from capital use to operations
	38%
	62%
	58

	Service cuts
	19%
	81%
	58

	Borrowed funds for operations
	14%
	86%
	56


Analysis of other alternative fare increase scenarios – Alternatives to the Executive’s proposal were analyzed including a scenario of a $0.50 increase to all adult fares, the Executive’s proposal plus a $0.25 to peak fares, as well as extending the peak period by one hour.  
· While $0.50 increase across the board scenario generates $20 Million and substantially addresses the financial gap, loss of ridership moves into the 2% range with a loss of more than 2.2 million rides.  Additionally, the Executive has indicated that if this scenario were given significant consideration, Senior/Disabled fares and Youth fares should be raised by $0.25 to prevent these fares from becoming too disparate from regular adult fares.
· Increases of $0.25 non-peak and $0.50 peak generate $5.4 million and affect ridership by a quarter of one percent.

· $1.5 million in gross revenues and a loss of 134,000 annual rides would be the expected result of extending the peak period fares by one hour

How can the county begin to address the issue of standing loads and busses passing stops, as well as address the structural issues funding and service issues? – The Executive has suggested that there are currently no funds to address these issues, however, he will seek to prioritize service maintenance hours in optimizing these overload issues.  Additionally, should new revenues be achieved through fare increases, the Executive has provided his prioritized list of Transit Now services that could be move forward in implementation to address these issues.  By using any potential supplemental revenues over a $0.25 fare increase, however, the financial gap would remain at $11 Million annually and still need to be addressed.
As to the structural gap, the Executive plans to begin addressing the gap through the 2010/2011 budget proposal and through identified efficiencies that may come from the pending transit audit.
Issues associated with fares based on the ability to pay – Metro has looked at the issue of income-based fares and has identified income certification systems and Smart Card implementation as areas of considerable concern.  And while they have expressed a willingness to continue examining this concept, they are addressing the low-income populations through a meaningful series of efforts including:
· Offering discounts to senior/disabled and youth riders.
· Offering lower fares to those who travel shorter distances or during off-peak hours.
· Providing an 80% discount to Human Service Agencies for bus tickets to be used by their clients (up to $1,325,000, annually)
· Working with other agencies to provide subsidized rides to low-income clients

Sound Transit 2 and the potential to free up/reallocate service hours – The Executive’s office suggests that 25,000 – 70,000 hours could be redeployable as a result of ST2.  The higher end of the range would include the ending/redeployment of route 194’s hours (downtown to airport travel).  These hours are in addition to the approximately 16,800 hours already programmed for reinvestment into the SLU Streetcar.
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