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SUBJECT

Today’s briefing will cover free- and reduced-fare programs for transit, including fully suspending transit fares. 

SUMMARY

During the COVID-19 pandemic, transit agencies around the country suspended fares temporarily to increase safety by reducing contact between transit operators and passengers. In the wake of the pandemic, as riders have been slow to return to transit, many agencies are considering new free- and reduced-fare programs, up to and including fully suspending fares, not only to encourage riders to return but also to achieve equity and climate goals. 

Today’s briefing will cover free- and reduced-fare programs for transit, including fully suspending transit fares. It will focus on:

· Research on free- and reduced-fare programs, including findings on the potential benefits, costs, and tradeoffs of suspending fares.

· Examples of transit agencies around the country that have implemented free- and reduced-fare programs, including several that have implemented or are studying full or partial suspension of fares.

· Metro’s current fare structure, with a description of its income-based approach[footnoteRef:1] (that provides free or reduced fares for children, youth, seniors, people with disabilities, and low-income people), the reliance on farebox revenue from business accounts that subsidize employees’ transit use, and the move to flat fares that do not differentiate by geographic zone or time of travel. [1:  The adopted Strategic Plan for Public Transportation (Ordinance 19367, Attachment A) calls for an income-based approach to transit fares.] 


· Alternative approaches policymakers could take regarding Metro’s fare structure, including a summary of funding sources available for transit that could be used to subsidize fares or expand transit service.


BACKGROUND 

During the COVID-19 pandemic, transit agencies across the country suspended fares temporarily to increase safety by reducing contact between transit operators and passengers. Metro was one of these agencies, suspending fares from March 21 to October 1, 2020.[footnoteRef:2] During this time, boarding was restricted to rear doors only, with front-door boarding and fare collection restored only after Metro had installed partitions between operators and riders. Bus travel during the early months of the pandemic was limited to essential trips and was primarily used by essential workers who needed to work in person. [2:  Metro Matters, “Metro to resume fare collection Oct. 1,” September 17, 2020 (link)] 


In the wake of the pandemic, as riders have been slow to return to transit, many transit agencies around the country have considered implementing new free- and reduced-fare programs, up to and including fully suspending fares, not only to encourage riders to return but also to achieve equity and climate goals. This staff report examines current research on free- and reduced-fare programs, including fare suspension; provides examples of transit agencies that have implemented free- and reduced-fare programs, including several that have implemented or are studying fare suspension; describes Metro’s current fare structure and sources of farebox revenue; identifies alternative approaches policymakers could take on fare policy, describing policy, regulatory, and budgetary issues related to fare suspension; and summarizes funding sources available for transit that could be used to subsidize fares or expand transit service.

Research on free- and reduced-fare programs. Researchers have long studied free- and reduced-fare programs for transit, including the concept of fully suspending fares. Given the significant changes to transit ridership and operational capacity that occurred during the pandemic, this staff report focuses on two papers published in 2023:

· UCLA. A literature review and research synthesis on fare-free transit in the context of transit service and pricing published by the Institute of Transportation Studies at the University of California-Los Angeles (UCLA),[footnoteRef:3] and [3:  UCLA, Institute of Transportation Studies, King Hannah and Taylor, Brian D., Considering Fare-Free Transit in the Context of Research on Transit Service and Pricing: A Research Synthesis, UC-ITS-2022-08, January 2023 (link)] 


· National Academies. A fare-free transit evaluation framework designed to help transit practitioners evaluate the potential benefits, costs, and tradeoffs of implementing fare-free transit published by the National Academies for Sciences, Engineering, and Medicine. This paper includes 23 transit agency case studies, one of which is of King County Metro.[footnoteRef:4] [4:  National Academies of Sciences, Engineering, and Medicine, Fare-Free Transit Evaluation Framework, National Academies Press, 2023 (link)] 


The papers note that fare subsidies operate along a continuum, ranging from providing free or reduced fares for some types of riders (such as for children, students, seniors, or low-income people) or for some types of services (such as for specific geographic areas, routes, or times or day) to a full suspension of fares for all riders on all services.

On the topic of a full suspension of fares, the National Academies paper begins with a description of four reasons a transit agency might choose to suspend fares, along with a summary of the potential benefits and costs for each. Table 1, below, reproduces this summary of fare-free transit impacts from the National Academies paper.

Table 1. 
Summary of Fare-Free Transit Impacts[footnoteRef:5]  [5:  National Academies, p. 3 (link)] 


	Theme
	Benefits
	Costs

	Access, Mobility, Equity
	· Increases transit ridership
· Reduces financial barriers to accessing transit
· Mitigates impacts of historically inequitable transportation policy
· Increases focus on operating service over collecting revenue
· Eliminates fare-related policing
· Expands access to those who do not benefit from discounted programs provided through employers[footnoteRef:6] [6:  Note that, in addition to selling passes to local employers to subsidize transit use by their employees, Metro also offers free or reduced fares for children, youth, seniors, people with disabilities, and low-income and very-low-income people (see description later this in this staff report).] 

	· May constrain funding that could be spent on service
· May lead to a more regressive source of funding (such as sales tax)

	Operational Efficiency
	· Increases service productivity
· May decrease dwell times, increasing speed and reliability
· Eliminates fare-related disputes
· Eliminates fare collection equipment and attendant labor requirements (operations and maintenance)
	· May lead to overcapacity (crowding) on some trips and require additional service
· May increase paratransit demand and require additional service
· May restrict a transit agency’s ability to collect ridership data
· May increase the presence of disruptive passengers and result in additional security costs and impacts

	Financial Health
	· Reduces or eliminates fare collection costs
· May reduce overall cost per passenger trip
· May expand transit agency eligibility for new funding sources
	· Eliminates farebox revenue, which may be considerable for many transit agencies
· Likely to require new revenue sources, such as taxes, municipal contributions, or private partnerships

	Community Impacts
	· May reduce traffic congestion
· May reduce local pollution and greenhouse gas emissions
· May catalyze development and/or increase land value
· May increase community pride
· Allows riders to spend money in the community that they would have spent on transit
	· May increase public criticism of transit agency and its fare policy


Source: National Academies of Sciences, Engineering, and Medicine, Fare-Free Transit Evaluation Framework, National Academies Press, 2023


Findings in the two papers provide more information on potential benefits and costs of suspending fares.

· Increased ridership. Both papers report that one of the most significant benefits of suspending fares is to increase transit ridership. They note that increased ridership has occurred both for transit agencies that suspended fares prior to the pandemic and for those that suspended fares after the pandemic, with ridership increasing anywhere from 20 percent to more than 100 percent, depending on the service, particularly among riders who are young, have low incomes, or are experiencing homelessness.[footnoteRef:7]  [7:  National Academies, p. 38 (link)] 


This increase in ridership can help transit agencies address equity priorities by making transit more accessible for people in need. However, increased ridership can also cause operational challenges, potentially resulting in overcapacity (crowding) issues on some trips, particularly for paratransit.[footnoteRef:8] Addressing crowding can pose both financial and staffing challenges, the papers note, since transit agencies around the country are currently facing post-pandemic staffing shortfalls that have affected their ability to deliver scheduled service.[footnoteRef:9] [8:  Providing paratransit for people who cannot use regular, fixed-route transit is a requirement of the federal Americans with Disabilities Act (ADA). The ADA requires paratransit to be comparable to fixed-route bus or rail trips. ADA regulations include limits on pick-up and drop-off time windows and trip duration and set regulations for other aspects of the process paratransit riders use to schedule and complete trips. See Federal Transit Administration ADA Regulations (link).]  [9:  National Academies, p. 43 (link)] 


While both papers concur that riders prefer free or reduced fares to more costly fares, both also state that, if reducing or suspending fares would require the transit agency to reduce service, surveys have found that transit riders prefer better transit service to lower fares. 

Surveys of transit “elasticity”[footnoteRef:10] have found that riders can be as much as twice as sensitive to changes in travel time as to changes in fares,[footnoteRef:11] meaning that, in the words of the UCLA study, “service improvements are likely to be a more effective use of resources than fare reductions, even for low-income riders.”[footnoteRef:12] The National Academies study quotes a 2019 TransitCenter survey that found that, “when given the choice, most bus riders with low incomes would prefer improving the quality of transit service over lowering fares.”[footnoteRef:13],[footnoteRef:14] The papers state that fare reductions should be made with an understanding of implications for service. [10:  Elasticity is an economics term that refers to the degree to which individuals, consumers, or producers change their demand or the amount supplied in response to price or income changes. The transit fare papers surveyed for this staff report note that both price elasticity and service elasticity must be calculated for transit service (that is, riders’ reactions to fare changes [price] as well as to changes in the frequency, quality, or speed of a trip [service]).]  [11:  UCLA, p. 17 (link)]  [12:  UCLA, p. 25 (link)]  [13:  National Academies, p. 3 (link)]  [14:  This rider priority for service quality is echoed locally in Metro’s 2021 Rider and Non-Rider Survey, with the top two barriers to riding the bus identified as “traveling by bus takes too long” (42 percent of respondents) and “traveling by bus does not offer enough flexibility for my schedule” (25 percent of respondents). The response that “fares are too expensive” was one of six “Other” responses offered by 11 percent of respondents. See King County Metro Transit, 2021 Rider and Non-Rider Survey Full Year Summary Report, May 2022 (link).] 


· Increased equity. The papers note that suspending fares can address transit agencies’ equity goals, by removing the financial barriers to accessing transit and mitigating the impacts of historically inequitable transportation policy. One key equity benefit discussed for free fares is eliminating fare enforcement, as studies have shown that fare payment is disproportionately likely to be enforced on Black riders and people of color.[footnoteRef:15] Fare enforcement can also be expensive for transit agencies and suspending fares can eliminate this expense. [15:  UCLA, p. 5 (link), National Academies, p. 38 (link)] 


The two papers also identify potential equity concerns for fare suspension, however, noting that eliminating fares for all riders also removes fares for higher-income riders, who may not need the financial assistance and may take more expensive (longer or peak-hour) transit trips than lower-income riders. The UCLA paper notes that transit agencies can address this concern by offering targeted fare reductions for specific types of riders (for instance for youth, seniors, or low-income people) or by differentiating fares to match the fare to the cost of providing the trip (for instance, different fares for peak hour trips or for longer distances).[footnoteRef:16] [16:  UCLA, p. 5 (link)] 


Another equity concern raised in the research is that the increased ridership encouraged by fare suspension could result in more antisocial behavior on-board transit, which could lead to additional monitoring and enforcement, potentially resulting in a greater law enforcement presence on transit that might offset the benefit of eliminating fare enforcement.[footnoteRef:17] [17:  UCLA, p. 16 (link), National Academies, p. 43 (link)] 


· Reduced climate impacts. Another key goal for fare suspension is to reduce climate impacts by increasing transit ridership and reducing automobile emissions. On this point, while both papers concur that suspending fares results in increased transit ridership, they note that the research is less clear on whether this increased ridership is from existing riders (who might take more transit trips than they otherwise would have) or new riders (who might drive less in favor of a free transit trip). 

The National Academies paper states that there is little evidence that fare-free transit has reduced car use unless it is combined with tools such as congestion pricing, parking pricing, or travel restrictions that make car use more expensive or less convenient.[footnoteRef:18] The UCLA paper states that mode shift (between automobile to transit) is likely to be “modest” unless fare discounts are coupled with “strategies to price driving to reflect its social costs.”[footnoteRef:19]  [18:  National Academies, p. 7 (link)]  [19:  UCLA, p. 25 (link)] 


· More efficient operations. Suspending fares can result in more efficient transit operations, by decreasing “dwell times” at stops, as riders no longer must pay to board, and by eliminating the cost of collecting, accounting for, and managing fare revenue. 

The National Academies paper notes, however, that foregone fare revenues must be replaced, and states that transit agencies should ensure that any replacement funding sources are not regressive, noting that the “equity benefits of fare-free transit could potentially be lost if replacement revenue comes from a regressive source like a sales tax.” If foregone fare revenues are not replaced and the transit agency instead cuts service, as was described above, the National Academies paper notes that this could negatively affect riders’ mobility and have negative equity impacts.[footnoteRef:20]  [20:  National Academies, p. 42 (link)] 


As a result, the UCLA paper advises transit agencies to thoroughly research the net fiscal impact of a proposed free- or reduced-fare program prior to proceeding, to be able to weigh the costs and benefits.[footnoteRef:21] [21:  UCLA, p. 24 (link)] 


The two papers conclude by noting that the decision about how and whether to implement free- and reduced-fare programs, including whether to suspend fares entirely, will depend on a transit agency’s specific circumstances. The papers state that fare-free transit is easiest to implement in small communities, for transit agencies with low farebox recovery ratios.[footnoteRef:22]  [22:  Metro’s adopted fund management policies require a farebox recovery rate of 25 percent of passenger related operating costs (Ordinance 18321). This requirement was met prior to the pandemic, but not since, and has been suspended for the 2021-2022 and 2023-2024 biennia (Ordinances 19206, 19531).] 


· The UCLA paper notes that agencies with higher farebox recovery rates, particularly those serving large downtowns, will likely experience a higher opportunity cost to suspend fares and may find targeted free- and reduced-fare programs for specific rider groups (such as for students or low-income people) to be a less costly way to direct fare reductions to riders most in need.[footnoteRef:23]  [23:  UCLA, p. 25 (link)] 


· The National Academies paper notes that, of its survey of 35 transit agencies, all fully fare-free respondent agencies served small urban, rural, resort, or college communities, with “smaller ridership, lower farebox recovery, and lower operating expenses than systems in larger metro areas.”[footnoteRef:24] [24:  National Academies, p. 35 (link)] 


Transit agencies with free- and reduced-fare programs. The National Academies paper includes case studies of 23 transit agencies: 10 that are fully fare-free; 10 that are partially fare-free; and three that are not fare-free, though may offer free or reduced fares for specific riders. This staff report focuses on several transit agencies that provide examples of different approaches to free- and reduced-fare programming. 

· Olympia, WA (Pre-pandemic fare suspension). Intercity Transit,[footnoteRef:25] which serves Olympia, Lacey, Tumwater, and Yelm, provides a local example (albeit smaller than Metro) of a transit agency that has fully suspended fares. Intercity Transit started a five-year zero-fare demonstration project in January 2020, and has since extended the demonstration to January 1, 2028, or three years after service recovery has returned to pre-pandemic levels, whichever is later. Fares are being offset by a 0.4 percent voter-approved sales tax, which was approved in November 2018 through Intercity Transit Proposition 1.[footnoteRef:26]  [25:  Intercity Transit, Zero-Fare Just Get on and Go! (link)]  [26:  Intercity Transit, Frequently Asked Questions (link)] 


Prior to the pandemic, Intercity Transit provided 4.7 million passenger trips annually and had a nine percent farebox recovery rate.[footnoteRef:27] In its profile in the National Academies paper, the agency states that ridership increased 29 percent in the first two months of the fare-free program (prior to the pandemic shutdown), but that evaluation since then has been difficult due to pandemic impacts.[footnoteRef:28]  [27:  For contrast, Metro provided 120 million passenger trips in 2019 and, as noted elsewhere in this staff report, has a 25 percent farebox recovery requirement (that has been suspended during the pandemic).]  [28:  National Academies, p. 60 (link)] 


Intercity Transit notes that its free-fare status sets it apart from neighboring transit systems. Riders must pay to transfer to other systems, such as Pierce Transit. Intercity Transit has stated that it considered joining the regional ORCA[footnoteRef:29] system but determined that would be more expensive than simply not collecting fares. [29:  The One Regional Card for All (ORCA) system is a coordinated approach to fares by seven regional transit agencies: King County Metro, Sound Transit, Community Transit, Kitsap Transit, Pierce Transit, Everett Transit, and Washington State Ferries. (link)] 


Intercity Transit has been promoting its free-fare program by comparing bus service to other public goods, such as libraries and parks. 

· Kansas City, MO (Pandemic-era fare suspension). The Kansas City Area Transportation Authority (KCATA)[footnoteRef:30] made its entire system fare-free in 2020 using federal COVID relief funds. Free fares expire at the end of 2023, though the agency is evaluating options to continue the fare suspension. The agency-wide fare suspension followed a partial fare suspension in 2019, for trips originating in Kansas City, which was funded by the city at a cost of $8 million. In addition, a downtown KCATA streetcar, which opened in 2016, had always been fare-free, which had raised equity concerns due to the demographic differences between streetcar and bus riders.  [30:  KCATA, RideKC buses are Zero Fare through 2023 (link)] 


The National Academies paper notes that KCATA is one of the largest U.S. transit agencies with fare-free service, and that providing community economic benefits was an important factor in the decision to suspend fares. A major health insurance provider has offered to become a partner, citing the health and equity benefits of the increased access to transit.[footnoteRef:31] [31:  National Academies, p. 61 (link)] 


KCATA reports that ridership decreased less during the pandemic and rebounded more quickly post-pandemic than for peer agencies that continued collecting fares. In 2019, the agency provided 12.4 million passenger trips, with a nine percent farebox recovery rate.

Overall, local officials in the Kansas City area have expressed concern that the KCATA transit system is small and not accessible to many riders (fewer than 13 percent of low-income households live near a bus route and only three percent of residents use the system). However, local research has documented that the free fares have led to a positive change in the perception of local leadership and have enabled transit riders to use their money on essentials other than transit.[footnoteRef:32] [32:  Missouri Public Transit Association, Community Impact of Zero Fare Transit – The KCATA Story, February 23, 2022 (link)] 


· Denver, CO (Special event fare suspension). The Denver Regional Transportation District (RTD) offered free fares throughout its system during August 2022 as a way of reducing ozone levels. The fare suspension, dubbed “Zero Fare for Better Air,”[footnoteRef:33] was funded by the State of Colorado, through legislation requiring the Colorado Energy Office to reduce emissions during Colorado’s high-ozone season.[footnoteRef:34] The RTD stated that the one-month fare suspension led to a 22 percent ridership increase over the previous month, at a time during which the RTD was operating 70 percent of pre-pandemic service due to workforce shortages. [33:  Denver RTD, Zero Fare for Better Air, August 2022 (link)]  [34:  Colorado General Assembly, SB22-180, Programs to Reduce Ozone Through Increased Transit (link)] 


The National Academies paper notes that the Denver RTD also offers free fares on two routes in its Central Business District, as well as free fares for children, active-duty military, law enforcement, RTD employees and contractors, and paratransit riders and their aides. Prior to the pandemic, the agency provided 105.8 million annual passenger trips with a 24 percent farebox recovery rate.[footnoteRef:35] [35:  National Academies, p. 65 (link)] 


The RTD indicates that it is planning additional fare-free days, such as “Zero Fare to Vote” on election day but that it is unclear if free fares would become permanent.

· Boston, MA (Fare suspension on targeted routes). Three bus routes in Boston (Routes 23, 28, and 29) became fare-free on March 1, 2022, and will remain fare-free for two years.[footnoteRef:36] The fare suspension also applies to paratransit users whose trips start and end within three-quarters of a mile of one of these routes. The routes are operated by the Massachusetts Bay Transportation Authority (MBTA), and the foregone fare revenues are being covered by the City of Boston using $8 million in federal COVID relief funds. [36:  City of Boston, Free Route 23, 28, and 29 Bus Program (link)] 


The fare suspension on these three routes began after a pandemic-era fare-free pilot on a single route between August 2021 and February 2022. An evaluation of the initial route’s fare suspension found that ridership increased by 38 percent, while dwell times at stops decreased by about 20 percent.[footnoteRef:37] The City of Boston has stated that it aims to enhance economic development along the corridor served by these routes, provide affordable and equitable transportation, and speed transit by decreasing boarding times.[footnoteRef:38] [37:  City of Boston, Route 28 Fare-Free Pilot Evaluation, Summary of Findings, March 2022 (link)]  [38:  National Academies, p. 61 (link)] 


Because only three routes out of a much larger transit system are fare-free, riders must pay to transfer to other bus routes or to the Boston T (subway system). As a result, riders who will be transferring must have a Charlie Card (fare card)[footnoteRef:39] or other form of payment. This is a somewhat similar situation to that of Intercity Transit, in which riders transferring to other transit agencies’ services must pay a fare, though in the case of Boston, riders must pay a fare to ride other routes or services within the city that are operated by the same transit agency.  [39:  Massachusetts Bay Transportation Authority, Charlie Card (link)] 


Other cities around the country, including Seattle, have considered but not implemented similar types of route-specific fare suspensions: 

Seattle analyzed the possibility of establishing a citywide Seattle Ride Free Zone, through which the City would reimburse Metro and Sound Transit to make all bus, streetcar, and light rail lines in Seattle free for Seattle residents, or, potentially for all transit riders within Seattle. (The City’s analysis, which was prepared by the Seattle Department of Transportation (SDOT) and transmitted to the Seattle City Council in January 2021, is not available online but can be found as Attachment 1 to this staff report.)

The SDOT analysis found that a suspension of fares in Seattle could cost between $192 to $500 million per year, depending on how the program is structured and implemented (for instance, whether the City would fund all transit trips within City limits, would limit free trips to City residents only, or would require Seattle employers to subsidize their employees’ transit use). 

The analysis noted that a free fare program might not meet climate goals, as fare-free programs have not been shown to lead to decreases in single-occupancy vehicle travel; and might not meet equity goals, as a fare-free program that tied eligibility to either residency or employment in Seattle might not necessarily reach populations with the greatest need.

The analysis also noted that a Seattle-based program structured as a Ride Free Zone (like the Downtown Ride-Free Area that was in effect from 1973 to 2012, see below for more information) could be confusing to riders due to the need to pay while boarding or exiting a bus or train if they cross the city limits. As of this writing, the City of Seattle has not taken action to implement a fare-free program. Seattle’s voter-approved transit funding measure (first approved in 2014 and renewed in 2020) provides funding for additional transit service within Seattle through a contract with King County,[footnoteRef:40] but does not affect fares. [40:  In November Seattle voters renewed a transportation funding measure, by approving a 0.15% sales tax that expires on March 31, 2027, and purchases Metro service under contract (Ordinance 19240).] 


Metro’s fare structure. King County Metro’s fares are adopted by the King County Council and codified in the King County Code.[footnoteRef:41] The current fare categories are shown in Tables 2 and 3. Business passes are also available.  [41:  KCC 4A.700.010 covers fares for buses, trolleys, transit vans, dial-a-ride vehicles, and streetcars. KCC 4A.700.820 covers passenger ferry (water taxi) fares.] 


Table 2. 
Current Transit Fares[footnoteRef:42]  [42:  KCC 4A.700.010] 

[bookmark: _Hlk97812916](Buses, trolleys, transit vans, dial-a-ride vehicles, streetcars, paratransit)

	Category
	One-way fare
	Fare media

	Regular fare
	$2.75
	Cash, transfer, ORCA[footnoteRef:43] [43:  The One Regional Card for All (ORCA) is used by seven regional transit agencies: King County Metro, Sound Transit, Community Transit, Kitsap Transit, Pierce Transit, Everett Transit, and Washington State Ferries. The fares listed in this staff report are for Metro services only. (link)] 


	Child fare (0-5)
	No charge
	--

	Youth fare (6-18, 18+ with student pass)
	No charge
	--[footnoteRef:44] [44:  Youth fares were set to $0 in 2022 (Ordinance 19474) following the passage of the Move Ahead Washington transportation funding package by the State Legislature. ] 


	Senior (65+) and person with disabilities fare
	$1.00
	RRFP[footnoteRef:45] [45:  The Regional Reduced Fare Permit (RRFP) is established in K.C.C. 28.94.255. (link)] 


	Low-income fare (200% of federal poverty level)
	$1.00
	ORCA LIFT[footnoteRef:46] [46:  The ORCA LIFT low-income fare program is established in K.C.C. 4A.700.490 (link). The fare was reduced from $1.50 to $1.00 as a pilot program, in effect throughout 2023 (Ordinance 19532).] 


	Access paratransit (ages 6+)
	$1.75
	Cash, paper ticket, Transit GO ticket, monthly Access pass (on ORCA)[footnoteRef:47] [47:  Fares for paratransit are established in 4A.700.010.D (link)] 




Table 3. 
Current Water Taxi Transit Fares[footnoteRef:48]  [48:  KCC 4A.700.820] 

(King County Metro passenger ferries)

	One-way water taxi fare category
	West 
Seattle 
	Vashon 
Island
	Fare Media

	Cash fare
	$5.75
	$6.75
	Cash

	Regular prepaid fare
	$5.00
	$5.75
	ORCA

	Child fare (0-5)
	No charge
	No charge
	--

	Youth fare (6-18, 18+ with student pass)
	No charge
	No charge
	--

	Senior (65+) and person with disabilities fare
	$2.50
	$3.00
	RRFP

	Bicycle fare
	No charge
	No charge
	--

	Low-income fare (200% of federal poverty level)
	$3.75
	$4.50
	ORCA LIFT



The policy framework for Metro fares is established in the Strategic Plan for Public Transportation 2021-2031, which was most recently updated in 2021.[footnoteRef:49] The Strategic Plan’s Stewardship goal includes a strategy to “Align fares with other service providers, meet revenue targets, and advance equity through Metro’s income-based approach to fares.”  [49:  Ordinance 19367] 


The revenue policy framework for Metro fares is established in Metro’s fund management policies, which call for a farebox recovery ratio of at least 25 percent of passenger related operating costs, with a target of 30 percent.[footnoteRef:50] The farebox recovery section of the fund management policies has been suspended during the 2021-2022 and 2023-2024 biennia due to the ridership loss during the pandemic.[footnoteRef:51]  [50:  Ordinance 18321]  [51:  Ordinances 19206, 19531] 


Over the last several decades, following direction from the Council and Executive, Metro has implemented free- and reduced-fare programs for specific passenger groups or for specific times and situations. 

· Seniors and people with disabilities. In 1982, Metro developed the Regional Reduced Fare Permit (RRFP)[footnoteRef:52] system to simplify and streamline existing fare discounts for seniors and people with disabilities. The RRFP is now available on an ORCA card. [52:  The Regional Reduced Fare Permit (RRFP) is established in K.C.C. 28.94.255. (link)] 


· Local employees. In 1991, Metro developed the first pass partnership with an employer through the University of Washington’s U-Pass program for students, faculty, and staff. 

Metro’s Passport program, through which local employers can provide a full or partial subsidy for employees’ transit trips, remains in effect today.[footnoteRef:53] In 2019, prior to the start of the pandemic, 52 percent of Metro’s fare revenue came from local employers through Passport accounts. By early 2022, this had decreased slightly to 46 percent, with 720 local businesses holding Passport accounts through which they subsidize some or all of their employees’ transit fares.[footnoteRef:54]  [53:  The business program is established in KCC 4A.700.470. ]  [54:  Information on business Passport accounts provided by Metro during Fall 2022 budget deliberations.] 


· Children and youth. In 1993, Metro implemented a flat, reduced fare for youth ages six through 18 (children under six could already ride free) and reduced the cost of student passes that school districts could purchase from Metro. The youth fare was made free ($0) in 2022, following passage of the Move Ahead Washington state transportation funding package.[footnoteRef:55] [55:  Ordinance 19474] 


· Human services clients. In 1993, Metro implemented the Human Services Ticket Program to provide reduced-rate bus tickets to human services agencies to distribute to their clients. This program remains in existence, with Metro providing up to $4 million in ticket discounts each year.[footnoteRef:56]  [56:  The human service ticket program is established in KCC 4A.700.210.] 


· Frequent riders. In 1999, through the Regional Fare Agreement, Metro, Sound Transit, Pierce Transit, Community Transit, and Everett Transit established a system of discounted regional monthly passes priced at 36 times the equivalent cash fare. This system of providing fare reductions for frequent riders who use a monthly pass continued when the ORCA fare card was launched in 2009.

· Low-income people. In 2015, Metro implemented the ORCA LIFT program to provide a reduced-fare rate for people with incomes at or below 200 percent of the federal poverty level.[footnoteRef:57] In 2022, the ORCA LIFT fare was reduced from $1.50 to $1.00 as a pilot program through the end of 2023.[footnoteRef:58] [57:  The ORCA LIFT low-income fare program is established in K.C.C. 4A.700.490 (link)]  [58:  Ordinance 19532] 


· Holiday riders. In 2017, the Council asked Metro to consider offering fare-free service for late-night travelers on July 4 and December 31.[footnoteRef:59] Free transit fares on New Year’s Eve and New Year’s Day have been offered since then. [59:  Motion 14853] 


· Snow day riders. In 2019, Metro waived transit fare enforcement when the emergency snow network is activated to allow for easier travel in inclement weather.[footnoteRef:60] [60:  Ordinance 18974] 


· Very-low-income people. In 2020, Metro launched a fully subsidized pass to be made available for very-low-income people with incomes at or below 80 percent of the federal poverty level, who participate in one of six state benefit programs.[footnoteRef:61]  [61:  Motion 15600, Ordinance 19058] 


· Pandemic-era essential workers. In 2020, Metro suspended fares for all services from March 21 to October 1,[footnoteRef:62] to enhance operator and passenger safety by limiting boarding to rear doors. During this time transit use was restricted to essential trips and primarily used by essential workers who needed to work in person. [62:  Metro Matters, “Metro to resume fare collection Oct. 1,” September 17, 2020 (link)] 


· Youth. In 2022, Metro implemented a free fare for youth (ages six through 18),[footnoteRef:63] following passage of the Move Ahead Washington state transportation funding package. [63:  Ordinance 19474] 


· Low-income people. In 2022, Metro reduced the low-income ORCA LIFT fare from $1.50 to $1.00 as a one-year pilot during 2023.[footnoteRef:64]  [64:  Ordinance 19532] 


· Frequent riders who cannot afford a monthly pass. In 2022, Metro and the ORCA partners launched an updated ORCA card,[footnoteRef:65] to replace aging software and provide riders with more tools, including, eventually, phone tap-to-pay functionality. As part of the new ORCA system, Metro and the ORCA partners are evaluating fare capping,[footnoteRef:66] in which the amount charged to a rider’s ORCA card would be capped at the level of a daily or monthly pass once the rider has taken that many rides.  [65:  MyORCA (link)]  [66:  Transit Center, Fare Capping: A Formula for Fairer Fares, August 17, 2018 (link)] 


Fare capping is a way help lower-income riders avoid the need to pay up front for more than one ride at a time, while still receiving the benefits of a longer-term, lower-cost pass. Metro staff note that fare capping would require approval from the ORCA Joint Board[footnoteRef:67] due to decisions about how to allocate revenues regionally, but state that fare capping is planned to be included in future ORCA updates. [67:  The ORCA Joint Board serves as the governing, policy-setting body that oversees all activities related to the design, implementation, operation, and maintenance of the ORCA system. Membership on the Joint Board consists of one executive from each of the following ORCA Agencies: King County Metro (Chair), Community Transit, City of Everett, King County, Kitsap Transit, Pierce Transit, Sound Transit (Vice Chair), and Washington State Ferries.] 


As currently established, under the direction of the Council and Executive, Metro’s fare structure has several key attributes:

· Income-based approach. Metro’s fare structure implements the income-based approach called for in the adopted Strategic Plan for Public Transportation,[footnoteRef:68] with free or reduced fares, as described above, for children, youth, seniors, people with disabilities, and low-income and very-low-income people.  [68:  Ordinance 19367, Attachment A] 


· Business-focused revenue base. Approximately half Metro’s fare revenue[footnoteRef:69] (52 percent in 2019, 46 percent in 2022) comes from local employers through business Passport accounts, through which employers can subsidize their employees’ transit fares. This reliance on local businesses for farebox revenue is at least in part an outcome of Metro’s income-based approach to fares, as children, youth, seniors, people with disabilities, and low-income and very-low-income people pay either no fare or a reduced fare. [69:  For the 2019-2020 biennium, Metro total farebox revenue was estimated at $372.7 million. For the 2023-2024 biennium, total farebox revenue is estimated at $163 million (approximately half pre-pandemic levels). Revenue from business passport accounts comprised 52 percent and 46 percent, respectively, of those totals.] 


· Flat fares for Metro services. As described earlier in this staff report, policy researchers have found that differentiating the cost for transit service (through tools such as distance-based fares or off-peak fare differentials) can be one way to provide lower fares for riders who use lower-cost transit services. 

While Sound Transit has implemented distance-based fares for Link light rail,[footnoteRef:70] Metro has moved away from differentiated fares in recent decades, focusing instead on an income-based fare structure.  [70:  Sound Transit, “How to Pay” (link)] 


When the Municipality of Metropolitan Seattle (Metro) began operating transit service in 1973,[footnoteRef:71] it used the 38 fare zones that had been established by its predecessors. The adult fare was $0.20, with a $0.10 surcharge for each zone that was crossed.  [71:  In 1972, voters authorized an existing regional authority, the Municipality of Metropolitan Seattle (called Metro), to operate a regional bus system, taking over operations from the City of Seattle’s Seattle Transit System and the private Metropolitan Transit Corporation. See King County Metro, “Report on Transit Fares,” August 2014, response to Ordinance 17476, Section 116, Proviso P1 (link) and King County Department of Metropolitan Services, 1995, “Better than Promised: An Informal History of the Municipality of Metropolitan Seattle,” Bob Lane (link)] 


In 1977, Metro reduced the number of zones to two (inside Seattle and outside Seattle) with a fare surcharge for crossing zones. 

In 1982, Metro added a surcharge for trips during peak hours (6:00-9:00 am and 3:00-6:00 pm) to reflect the higher cost of peak-hour service.

In 1999, Metro[footnoteRef:72] eliminated the zone surcharge during off-peak periods, to simplify fares and reduce fare impacts on low-income riders. [72:  In 1992, following a challenge to the constitutionality of Metro’s governance, voters approved the merger of Metro’s functions into King County. As part of this merger, King County assumed operations of Metro Transit. See King County, History of the Charter Review (link)] 


In 2012, Metro eliminated the Ride-Free Area in Downtown Seattle,[footnoteRef:73] which had allowed transit riders to board buses without paying fare in the Downtown area. It was eliminated in part because the City of Seattle could no longer cover the cost of the foregone fare revenues following the recession, and in part because the launch of the ORCA card for fare payment in 2009 had speeded transit boarding. (The City of Seattle currently funds a free downtown circulator bus to provide access to social services in the area, at a cost of $400,000 per year.) [73:  Ordinances 17169, 17320] 


In 2017, Metro eliminated the remaining zone and peak price differentials to create a flat adult fare of $2.75, while simultaneously increasing the Human Services Ticket Program, eliminating the $3 fee for a Regional Reduced Fare Permit (for seniors and people with disabilities), and reducing the fee for an ORCA card from $5 to $3.[footnoteRef:74] At the time, Metro staff stated that the fare change was proposed to make adult fares easier to understand and more affordable for non-discounted adults traveling across zone boundaries during the peak hours, though they acknowledged that the flat fare would be less affordable for non-discounted adults traveling during the off-peak hours. [74:  Ordinance 18608] 


A finding made in Metro’s adopted Mobility Framework[footnoteRef:75] provides an equity basis for this gradual flattening of fares over time, noting that high housing prices and associated displacement (a phenomenon called the “suburbanization of poverty”[footnoteRef:76]) has meant that lower-income households in King County have had to move farther from work, school, and other destinations, and therefore may have to travel farther on transit (meaning their fares would be higher if geographic zone fare differentials had remained in effect).  [75:  Motion 15618]  [76:  National Association of Counties, “What the suburbanization of poverty means for U.S. counties,” March 6, 2017 (link)] 


Alternative approaches to fare policy. As described above, Metro’s fare structure currently has an income-based approach, relies on local business revenues through business Passport sales for a significant share of fare revenues, and uses a flat fare pricing model. The Council could choose to retain or change this fare structure: 

· Monitor, evaluate, and improve existing fare programs. The Council could continue to retain the existing fare structure but monitor and evaluate Metro’s existing free- and reduced-fare programs, while working with Metro to improve these programs. Potential actions could include: 

· Ensuring that all who are eligible for a free- or reduced-fare program have the tools they need to ride Metro (for instance, expediting the distribution of free Youth ORCA cards to young people around the county[footnoteRef:77]); or  [77:  The “Youth Ride Transit for Free” web site explains how youth can ride Metro, stating that tapping a free Youth ORCA Card is the easiest way to ride and will help Metro document youth use of Metro services to satisfy State reporting requirements (link). As of the third quarter of 2022, Metro estimated that it had distributed approximately 75,000 Youth ORCA Cards out of a population of approximately 300,000 eligible youth. Youth without a Youth ORCA Card can board a bus for free or can show their student ID.] 


· Expanding enrollment in programs with an eligibility process (for instance, by providing more locations and opportunities for low-income people to enroll in ORCA LIFT[footnoteRef:78]).  [78:  As of the second quarter of 2022, Metro estimated that 46 percent of eligible likely riders in King, Pierce, and Snohomish counties had enrolled in ORCA LIFT (including subsidized annual pass customers). This is based on a Sound Transit goal of enrolling 80 percent of likely ORCA LIFT riders in the region, defined as an eligible rider that regularly rides transit for five or more trips per month. In King County in 2022, there were 21,996 ORCA LIFT enrollees and 9,737 subsidized annual pass enrollees.] 


These types of program improvements have been the subject of Council budget proviso requirements in recent biennia,[footnoteRef:79] and the Council could continue this type of oversight. [79:  Ordinance 18835, Section 109, Proviso P7, as amended by Ordinance 18930, Section 75, Proviso P7; Motion 15681; Ordinance 19210, Section 113, Expenditure Restriction ER1; Briefing 2022-B0094] 


· Implement targeted fare program expansions. The Council could pursue targeted fare program expansions, potentially focused on furthering the County’s equity goals[footnoteRef:80] by addressing the needs of priority populations.[footnoteRef:81] Potential actions could include:  [80:  King County Equity and Social Justice Strategic Plan, 2016-2022 (link)]  [81:  The adopted Strategic Plan for Public Transportation (Ordinance 19367) defines priority populations as including people who have low or no income; are Black, Indigenous, or other people of color; are immigrants or refugees; have disabilities; or are linguistically diverse.] 


· Extending or making permanent the lower, $1.00 ORCA LIFT fare for low-income riders before it reverts to $1.50 on January 1, 2024;[footnoteRef:82] or  [82:  Ordinance 19532 set a one-year pilot (during 2023) for a lower $1.00 ORCA LIFT fare. Without further action, the ORCA LIFT fare will revert to $1.50 on January 1, 2024.] 


· Working with Metro and the ORCA partners to implement fare capping to allow frequent transit riders to receive the value of a discounted monthly pass without having to pay for a full pass in advance.

· Implement broader changes to the fare structure. The Council could also choose to pursue broader free- or reduced-fare programs or make other changes to Metro’s fare structure. Potential actions could include: 

· Establishing free fares or differentiated fare levels (either temporarily or permanently) for targeted population groups, geographic areas, routes, or times of day; or 

· Establishing free fares (either temporarily or permanently) for all Metro services.

Implementing free fares. If the Council wishes to pursue this third course of action, that is, either eliminating fares entirely or establishing additional free- and reduced-fare programs or differentiated fare levels, a number of policy, budgetary, and regulatory issues would need to be addressed.

· King County Code. Fare levels for Metro services, the means of fare collection, and the uses for Metro fares are established in the King County Code.[footnoteRef:83] Suspending fares for some or all Metro services (either temporarily or permanently) or establishing differentiated fare levels would require changes to those sections of the Code.[footnoteRef:84]  [83:  Fares are addressed in KCC Titles 4A and 28.]  [84:  Procedurally, legislation to implement fare changes in recent years has been given a non-mandatory dual referral to the Regional Transit Committee and Council, under KCC 1.24.065.I, as an issue that is not a countywide policy or plan but would benefit from interjurisdictional discussion.] 


· In some cases, changes to suspend fares would also require new policies for program operations: for instance, the Code requires vanpool fares to recover the operating and capital costs and at least 25 percent of the administrative costs for the vanpool program.[footnoteRef:85]  [85:  KCC 4A.70.130] 


· In some cases, changes to suspend fares could have regional implications that might need to be addressed through the regional ORCA system[footnoteRef:86] or other venues, including for: [86:  Under the ORCA Interlocal Cooperation Agreement, King County has agreed to participate in the regional fare system and fund its share of ORCA system operating costs through 2030 (Ordinance 18892).] 

· Human Services Ticket Program[footnoteRef:87]  [87:  KCC 4A.700.210] 

· Transfers[footnoteRef:88]  [88:  KCC 4A.700.330] 

· Low-income (ORCA LIFT) fare program[footnoteRef:89] [89:  KCC 4A.700.490] 

· Regional Reduced Fare Program (RRFP) for seniors and people with disabilities.[footnoteRef:90] [90:  KCC 4A.700.510, KCC 28.94.255] 


· If fares are suspended, Code requirements on managing fare evasion,[footnoteRef:91] which are part of Metro’s broader Code of Conduct, would need to be updated.  [91:  KCC 28.96.500] 


· Metro fund management policies. Metro’s adopted fund management policies[footnoteRef:92] require that Metro recover at least 25 percent of passenger related operating costs from farebox revenues. Given ridership declines during the pandemic and slow post-pandemic ridership recovery,[footnoteRef:93] several sections of the fund management policies (including farebox recovery) have been suspended for the 2021-2022[footnoteRef:94] and 2023-2024[footnoteRef:95] biennia.  [92:  Ordinance 18321]  [93:  Metro is currently operating approximately 90 percent of pre-pandemic service levels for approximately 50 percent of pre-pandemic ridership.]  [94:  Ordinance 19206]  [95:  Ordinance 19531] 


If ridership levels and farebox revenues do not rebound, either this suspension of fund management policy will need to be renewed or the fund management policies amended and updated prior to the 2025-2026 biennium. 

If Metro fares were to be suspended, the fund management policies would need to be changed to reflect the lack of farebox revenues. 

In either case, whether due to continued low ridership recovery or to the suspension of fares, Metro would eventually need either to identify a funding source to replace foregone farebox revenue or cut transit service levels. 

· Metro budget. The adopted Transit budget for 2023-2024[footnoteRef:96] is $3.1 billion (combined operating and capital), of which farebox revenues are estimated at $163 million. As Table 4, below shows, this amount is 5.4 percent of combined operating and capital revenues. For the required 25 percent farebox recovery rate of operating expenses, Metro estimates it will achieve 7.7 percent farebox recovery in 2023 and 9.4 percent in 2024.  [96:  Ordinance 19546] 


Due to slow ridership recovery following the pandemic, the estimate for farebox revenues for 2023-2024 is less than half pre-pandemic farebox revenues (which were estimated at $373 million for 2019-2020). As noted above, if ridership does not recover, Metro would eventually need either to find another revenue source to replace farebox revenue or cut service. 



Table 4. 
2023-2024 Adopted Budget - Transit Revenues
	Source
	Amount
	Percent

	Sales Tax (0.9%)
	$1,691,612,579
	56.0%

	Property Tax
	$79,654,948
	2.6%

	Fares (all modes)
	$163,496,552
	5.4%

	Other Operations
	$22,556,161
	0.7%

	ST Payments
	$414,288,326
	13.7%

	Seattle Payments
	$78,780,304
	2.6%

	Grants
	$426,117,949
	14.1%

	Interest Income
	$88,505,460
	2.9%

	Subs Annual Pass
	$31,266,982
	1.0%

	Misc
	$23,566,444
	0.8%

	TOTAL
	$3,019,845,705
	

	
	
	

	Note: Farebox estimate for 2023-2024 is below pre-pandemic level. 
Pre-pandemic (2019-2020) revenue estimate for fares was $372,705,475.



· Metro’s adopted policies. Metro’s operations are governed by three adopted policy documents: the Strategic Plan for Public Transportation, the King County Metro Service Guidelines, and the Metro Connects long-range plan. These policy documents were last updated in 2021[footnoteRef:97] through a process that involved a mandatory dual referral to the Regional Transit Committee and Council. If fares are suspended, all three policy documents would need to be updated to reflect new goals, performance measures, funding strategies, and operating protocols. [97:  Ordinance 19367] 


· ORCA System Interlocal Cooperation Agreement (ICA). In 2003, King County entered into an Interlocal Cooperation Agreement[footnoteRef:98] with six other regional transit agencies[footnoteRef:99] to develop and operate a regional fare system (now called the ORCA system[footnoteRef:100]). The ICA was renewed in 2009[footnoteRef:101] and again in 2019.[footnoteRef:102] Under the terms of the 2019 ICA, King County has agreed to participate in the regional fare system and fund its share of ORCA system operating costs (estimated at approximately $9 million for 2023-2024) for the 11 years of the agreement. If fares are suspended, there would be budgetary and operational implications for the ORCA system, including for transfers between Metro and other agencies’ services, which would result in a need to renegotiate the ICA. [98:  Ordinance 14598]  [99:  The ORCA partner agencies are King County Metro, Sound Transit, Community Transit, Kitsap Transit, Pierce Transit, Everett Transit, and Washington State Ferries (link)]  [100:  ORCA = One Regional Card for All]  [101:  Ordinance 16415]  [102:  Ordinance 18892] 


· Title VI analysis. Under Title VI of the Civil Rights Act of 1964, transit agencies that receive federal funding must prepare a Title VI equity analysis for any major service change and for all fare changes.[footnoteRef:103] A focal point of the required analysis is whether the change resulted in either a disproportionate burden on low-income populations or a disparate impact on minority populations. If fares are suspended, the impacts of the suspension, including any reductions in service due to foregone farebox revenue, would need to be analyzed in a Title VI report. [103:  US Department of Transportation, Federal Transit Administration, Circular FTA C 4702.1B, “Title VI Requirements and Guidelines for Federal Transit Administration Recipients,” (link)] 


· Local match requirements. Many Federal Transit Administration (FTA) grant programs require some level of local match. In some cases, anticipated fare revenues from the service receiving the grant can be applied toward the local match. If fares are suspended, it may be necessary to examine past FTA grant awards, particularly for RapidRide lines, to determine whether farebox revenues were included as part of the required local match, and, if so, if any additional actions would be needed to meet the local match.

Funding free fares. As noted above, Metro’s current estimated fare revenues are less than half that of pre-pandemic times. At some point, if fare revenues do not rebound, Metro will need either to find a funding source to cover those lost fare revenues or cut service to match lower ridership levels. If fares were to be suspended completely on Metro services, Metro would need a revenue source to cover at least the estimated $163 million in farebox revenues anticipated during the 2023-2024 biennium and would also at some point need to address the difference between that $163 million and the pre-pandemic fare revenue total of more than twice that amount. 

There are funding sources available for transit that could be used either to subsidize fares or to maintain or expand transit service. These funding sources can be sought by the King County Transportation District (KCTD),[footnoteRef:104] by Metro,[footnoteRef:105] or by King County.  [104:  RCW 36.73 allows for the creation of local transportation benefit districts and provides funding authority. In 2014, King County created the King County Transportation District (KCTD) as the County’s transportation benefit district (Ordinance 17746). The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council.]  [105:  As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. Metro is currently imposing the maximum allowed sales tax.] 


The Metro Connects Implementation Report,[footnoteRef:106] which was transmitted in May 2022 in response to a Council requirement,[footnoteRef:107] outlines the funding sources available for transit. Attachment 2 to this staff report includes Appendix C from that report, summarizing the potential funding sources available to each entity. [106:  Motion 16155]  [107:  Ordinance 19367, which adopted Metro’s policy documents, included a requirement for a Metro Connects Implementation Report to outline the funding gap to achieve the Metro Connects long-range plan, as well as potential funding sources to address that gap.] 


· King County Transportation District. State law[footnoteRef:108] allows for the creation of local transportation benefit districts. In 2014, King County created a transportation benefit district, the King County Transportation District (KCTD).[footnoteRef:109] The KCTD’s geographic boundaries are those of King County. It is governed by a board made up of the members of the King County Council. Funding sources for which there is existing authority include: [108:  RCW 36.73]  [109:  Ordinance 17746] 

· Vehicle license fee: councilmanic up to $50,[footnoteRef:110] voter-approved up to $100 [110:  Use of the councilmanic authority for the vehicle license fee may be limited due to Seattle’s prior imposition of the full $50. Additional legal analysis would be needed.] 

· Sales tax: 0.3 percent total,[footnoteRef:111] of which up to 0.1 percent is councilmanic and up to 0.2 percent is voter-approved (the councilmanic authority is new, based on action by the State Legislature[footnoteRef:112] in 2022  [111:  Additional legal analysis may be needed due to local jurisdictions’ use of sales tax authority.]  [112:  Engrossed Substitute Senate Bill 5974, §406(3)(e), Chapter 182, Laws of 2022] 

· Project- or property-specific: the KCTD can levy development impact fees, create local improvement districts, and impose tolls, though there are limits to how and when these can be implemented
· Property tax excess levy: the KCTD can seek voter approval (60 percent required) for an excess levy to support a bond issue

· Metro. As a transit agency, Metro is granted a number of funding sources by State law. Some of these sources can fund both operations and capital. Some are limited to specific capital or operating purposes. The Metro Connects Implementation Report notes that Metro is currently imposing the maximum allowed sales tax (0.9 percent, which, for 2023-2024 is estimated to comprise 56 percent of Metro’s revenues) and that other allowed funding sources are similar to or the same as authority available to King County government. As a result, the report does not provide a more detailed discussion of Metro funding sources.

· King County. As a government, King County has a number of funding sources that can be used to fund transit. The report notes that most of the funding sources available to King County are either already being imposed to their full extent or are committed to other uses. As a result, the report does not provide a more detailed discussion of funding sources available to King County.

The table included as Attachment 2 to this staff report is from the Metro Connects Implementation Report. It summarizes the potential funding sources available to each entity, including the amount that could potentially be raised from each source, by increment (estimates as of May 2022). 

Since the Metro Connects Implementation Report was transmitted last May, the value of each 0.1 percent of sales tax has increased from $82 million per year to approximately $92.7 million per year.[footnoteRef:113]  [113:  Based on the March 2023 forecast of the King County Office of Economic and Financial Analysis (link)] 


If a 0.1 percent sales tax were to be imposed (as noted above, this is a councilmanic option for the KCTD), it would generate approximately $185 million per biennium. This amount could cover the current forecasted $163 million in farebox revenue Metro expects this biennium. The amount projected from a 0.1 percent sales tax would not, however, be enough to solve the larger farebox revenue challenge, which, as described above, is that slow post-pandemic ridership recovery has meant that Metro is serving approximately half its pre-pandemic ridership and therefore collecting about half its pre-pandemic fare revenue.

If additional sales tax is used to subsidize fares, it would not be available to provide funding for other transit needs, including to implement the expanded transit service outlined in Metro Connects,[footnoteRef:114] Metro’s adopted long-range plan. Metro Connects was adopted in 2021 as an unconstrained (not fully funded) plan. The 2022 Metro Connects Implementation Report summarizes the estimated funding gap to implement Metro Connects, based on the calculations from when Metro Connects was transmitted in 2021. Table 5 summarizes these service and capital cost funding gap estimates. [114:  Ordinance 19367, Attachment C] 


Table 5. Metro Connects Estimated Funding Gap (2021)

	
	Interim Network
	2050 Network

	Service Funding Gap 
	2.13 million service hours or
	3.58 million service hours or

	
	$423 million/year
	$724 million/year

	Service Funding Gap % of Total
	38.7%
	49.4%

	Capital Funding Gap
	$7.1 billion
	$18 billion

	Capital Funding Gap % of Total
	61.7%
	63.6%


Source: Metro Connects (2021)

In evaluating changes to Metro’s fare structure, therefore, policymakers might wish to consider the funding needs and potential funding sources to address the current farebox revenue challenge, to implement the Metro Connects long-range plan, and to subsidize any foregone fare revenues resulting from new free- or reduced-fare programs. 

Conclusion. Metro’s fare structure features an income-based approach, with free or reduced fares provided for children, youth, seniors, people with disabilities, and low-income and very-low-income people. 

At least in part because of this income-based approach, Metro depends on revenue from local businesses, through purchases of business Passport accounts that subsidize employee travel, for nearly half its fare revenue. 

In addition, while Metro has historically offered a broad range of differentiated fare levels, based on geographic zone and time of travel, these differentiated levels have been flattened in recent decades to focus instead on differentiating fares by income level.

The Council could choose to continue this fare structure, could choose to modify or expand some of its features, or could choose to change it. If the Council were to choose significant changes to Mero’s existing fare structure, the most significant available source of funding to subsidize foregone fare revenues would be through an additional sales tax. Metro currently relies on a dedicated 0.9 percent sales tax; the King County Transportation District can levy an additional 0.3 percent sales tax for transportation uses, of which 0.1 percent is councilmanic and 0.2 percent is voter-approved.

If the Council wishes to move toward a different fare structure or to add additional subsidies to Metro’s existing fare structure, additional policy, budget, and legal analysis could help provide the Council with more detailed information about the implications of different proposals.

ATTACHMENTS

1. Seattle Department of Transportation, Seattle Ride Free Zone analysis (January 2021)
2. Transit funding sources available to King County (from Motion 16155, May 2022)
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