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ENGROSSED SUBSTI TUTE HOUSE BI LL 2358

AS AMENDED BY THE SENATE
Passed Legislature - 2007 Regul ar Sessi on
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By House Commttee on Transportation (originally sponsored by
Representatives Rolfes, Strow, Appleton, Seaquist, VanDeWage, Lantz
Fl anni gan, Roberts, Cody, G een, Eickneyer, Jarrett and Kessler)

READ FI RST TI ME 3/5/07.

AN ACT Relating to state ferries; anending RCW 47.06. 140,
47.60. 290, and 47.60.330; adding new sections to chapter 47.60 RCW
creating a new section; repealing RCW 47.60.150 and 47.60.326; and
provi di ng an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTION. Sec. 1. The legislature finds from the 2006

Washi ngton state ferries financing study that the state has limted
information on state ferry users and markets. Accurate user and market

information is vital in order to find ways to nmaximze the ferry
systens' <current capacity and to make the nobst efficient use of
citizens' tax dollars. Therefore, it is the intent of the |egislature
t hat Washington state ferries be given the tools necessary to maxi m ze
the utilization of existing capacity and to make the nost efficient use
of existing assets and tax dollars. Furthernore, it is the intent of
the legislature that the departnent of transportation adopt adaptive
managenent practices in its operating and capital prograns so as to
keep the costs of the Wshington state ferries system as |ow as
possi ble while continuously inproving the quality and tineliness of
servi ce.
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Sec. 2. RCW47.06.140 and 1998 ¢ 171 s 7 are each anended to read
as follows:
(1) The legislature declares the following transportation

facilities and services to be of statewide significance: The
interstate highway system interregional state principal arterials
including ferry connections that serve statewide travel, intercity

passenger rail services, intercity high-speed ground transportation

maj or passenger internodal termnals excluding all airport facilities
and services, the freight railroad system the Col unbi a/ Snake navi gabl e
river system marine port facilities and services that are related
solely to marine activities affecting international and interstate
trade, and high-capacity transportation systens serving regions as
defined in RCW 81.104.015. The departnent, in cooperation wth
regional transportation planning organizations, counties, cities,
transit agencies, public ports, private railroad operators, and private
transportation providers, as appropriate, shall plan for inprovenents
to transportation facilities and services of statew de significance in
the statewide multinodal plan. Inprovenents to facilities and services
of statewi de significance identified in the statewi de nultinodal plan
are essential state public facilities under RCW 36. 70A. 200.

(2) The departnent of transportation, in consultation with |oca
governnments, shall set level of service standards for state highways
and state ferry routes of statew de significance. Al t hough the
department shall consult with |ocal governments when setting | evel of
service standards, the departnent retains authority to nake final
deci sions regarding | evel of service standards for state hi ghways and
state ferry routes of statew de significance. In establishing |evel of
service standards for state highways and state ferry routes of
statewi de significance, the departnent shall consider the necessary
bal ance between providing for the free interjurisdictional novenent of
people and goods and the needs of Jlocal communities using these
facilities. When setting the level of service standards under this
section for state ferry routes, the departnent may allow for a standard
that is adjustable for seasonality.

NEW SECTION. Sec. 3. A new section is added to chapter 47.60 RCW
to read as foll ows:

ESHB 2358. SL p. 2
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The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(D) "Adaptive rmanagenent” nmeans a systematic process for
continually inproving managenent policies and practices by |earning
fromthe outcones of operational prograns.

(2) "Capital plan" neans the state ferry system pl an devel oped by
the departnent as described in RCW 47.06.050(2) and adopted by the
conmi ssi on.

(3) "Capital project” has the same nmeaning as used in budget
i nstructions devel oped by the office of financial nmanagenent.

(4) "Comm ssion" neans the transportati on comm ssion created in RCW
47.01. 051.

(5 "lnprovenent project”™ has the sanme neaning as in the budget
instructions devel oped by the office of financial managenent. If the
budget instructions do not define inprovenent project, then it has the
sane neaning as "program project” in the budget instructions. If a

project neets both the inprovenment project and preservation project
definitions in this section it nust be defined as an inprovenent
proj ect . New vessel acquisitions nust be defined as inprovenent
proj ects.

(6) "Life-cycle cost nodel" neans that portion of a capital asset
i nventory system which, anong other things, is used to estimate future
preservation needs.

(7) "Maintenance cost" has the sanme nmeaning as used in budget
i nstructions devel oped by the office of financial nmanagenent.

(8) "Preservation project” has the sanme neaning as used in budget
i nstructions devel oped by the office of financial nmanagenent.

(9) "Route" nmeans all ferry sailings fromone | ocation to anot her,
such as the Seattle to Bainbridge route or the Port Townsend to
Keyst one route.

(10) "Sailing" nmeans an individual ferry sailing for a specific
route, such as the 5:00 p.m sailing fromSeattle to Brenerton

(11) "Travel shed" nmeans one or nore ferry routes with distinct
characteristics as determ ned by the departnent.

NEW SECTION. Sec. 4. A new section is added to chapter 47.60 RCW
to read as foll ows:
(1) The comm ssion shall, with the involvenent of the departnent,

p. 3 ESHB 2358. SL
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conduct a survey to gather data on ferry users to help informlevel of
service, operational, pricing, planning, and investnent decisions. The
survey nust include, but is not limted to:

(a) Recreational use;

(b) Wal k-on custoner use;

(c) Vehicle custoner use;

(d) Freight and goods novenent demand; and

(e) Reactions to potential operational strategies and pricing
policies described under section 7 of this act and RCW 47. 60. 290.

(2) The commission shall develop the survey after providing an
opportunity for ferry advisory commttees to offer input.

(3) The survey nust be updated at least every tw years and
mai ntai ned to support the devel opnent and inplenentation of adaptive
managenent of ferry services.

Sec. 5. RCW 47. 60. 290 and 1983 ¢ 3 s 136 are each anended to read
as foll ows:

( ( Subjeet—to—theprovisions—of ROMN47-60-326,)) (1) The departnent
( (+s—hereby—authorized—and—direeted—to)) shall annually review
((tariffs—andcharges—as)) fares and pricing policies applicable to the
operation of the Washington state ferries ((for—the—purpose—of

ferries)).

(2) Beginning in 2008, the departnent shall develop fare and
pricing policy proposals that nust:

(a) Recogni ze that each travel shed is unique, and m ght not have
the sane farebox recovery rate and the sane pricing policies;

(b) Use data fromthe current survey conducted under section 4 of
this act;

(c) Be developed with input from affected ferry users by public
hearing and by reviewwth the affected ferry advisory comrmittees, in
addition to the data gathered fromthe survey conducted in section 4 of
this act;

(d) Generate the anpbunt of revenue required by the biennial
transportation budget;

(e) Consider the inpacts on users, capacity, and |local communities;
and

ESHB 2358. SL p. 4
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(f) Keep fare schedules as sinple as possible.

(3) Wile developing fare and pricing policy proposals, the
departnent nust consider the foll ow ng:

(a) Options for using pricing to level vehicle peak denmand; and

(b) Options for using pricing to increase off-peak ridership.

NEW SECTION. Sec. 6. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) The conm ssion shall adopt fares and pricing policies by rule,
under chapter 34.05 RCW according to the foll ow ng schedul e:

(a) Each year the departnent shall provide the conm ssion a report
of its review of fares and pricing policies, wth recommendati ons for
the revision of fares and pricing policies for the ensuing year;

(b) By Septenber 1st of each vyear, beginning in 2008, the
comm ssion shall adopt by rule fares and pricing policies for the
ensui ng year.

(2) The conm ssion may adopt by rule fares that are effective for
nore or |less than one year for the purposes of transitioning to the
fare schedul e in subsection (1) of this section.

(3) The commission may increase ferry fares included in the
schedul e of charges adopted under this section by a percentage that
exceeds the fiscal growh factor

(4) The chief executive officer of the ferry system may authorize
the use of pronotional, discounted, and special event fares to the
general public and conmmercial enterprises for the purpose of maxim zing
capacity use and the revenues collected by the ferry system The
departnent shall report to the comm ssion a summary of the pronotional,
di scounted, and special event fares offered during each fiscal year and
the financial results fromthese activities.

(5) Fare revenues and ot her revenues deposited in the Puget Sound
ferry operations account created in RCW 47.60.530 nmay not be used to
support the Puget Sound capital construction account created in RCW
47. 60. 505, unless the support for capital is separately identified in
the fare.

(6) The conm ssion nmay not raise fares until the fare rules contain
pricing policies devel oped under section 5 of this act, or Septenber 1,
2009, whichever is later.

p. 5 ESHB 2358. SL
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NEW SECTION. Sec. 7. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) The departnent shall devel op, and the comm ssion shall review,
operational strategies to ensure that existing assets are fully
utilized and to guide future investment decisions. These operationa
strategies nust, at a m ninum

(a) Recognize that each travel shed is unique and m ght not have
t he sane operational strategies;

(b) Use data fromthe current survey conducted under section 4 of
this act;

(c) Be consistent with vehicle | evel of service standards;

(d) Choose the nost efficient balance of capital and operating
investnments by using a life-cycle cost analysis; and

(e) Use nethods of collecting fares that naximze efficiency and
achi eve revenue nanagenent control.

(2) After the comm ssion reviews reconmendations by the departnent,
the comm ssion and departnment shall make joint recommendations to the
| egi sl ature for the inprovenent of operational strategies.

(3) In developing operational strategies, the followng, at a
m ni mum nust be consi der ed:

(a) The feasibility of using reservation systens;

(b) Methods of shifting vehicular traffic to other nodes of
transportation;

(c) Methods of inproving on-dock operations to maxim ze efficiency
and mnimze operating and capital costs;

(d) A cost-benefit analysis of renote holding versus over-water
hol di ng;

(e) Methods of reorganizing holding areas and m nim zi ng on-dock
enpl oyee parking to nmaximze the dock size available for custoner
vehi cl es;

(f) Schedul e nodifications;

(g) Efficiencies in exit queuing and netering;

(h) Interoperability with other transportation services;

(1) Options for |leveling vehicle peak demand; and

(j) Options for increasing off-peak ridership.

(4) Qperational strategies nust be reeval uated periodically and, at
a mnimum before devel oping a new capital plan.

ESHB 2358. SL p. 6
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Sec. 8. RCW47.60.330 and 2003 ¢ 374 s 5 are each anended to read
as follows:

(1) Before a substantial change to the service levels provided to
ferry users, the departnent shall consult with affected ferry users by
public hearing and by review wth the affected ferry advisory
commi ttees.

(2) Before ((a—substantial—expanston—or—ecurtattbrent—+nthetevel—of

.  ded : ’ . . I hedul w
teHs—eor—~charges)) adding or elimnating a ferry route, the departnent
((eft—transpoertat+oen)) shall consult with affected ferry users and
receive legislative approval. ((The consultation shall be:  (a) By

- O\ A A N a¥a'
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NEW SECTION. Sec. 9. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) Appropriations made for the Washington state ferries capita
program may not be used for nai ntenance costs.

(2) Appropriations made for preservation projects shall be spent
only on preservation and only when warranted by asset condition, and
shall not be spent on master plans, right-of-way acquisition, or other
nonpreservation itens.

(3) Systemwi de and admi nistrative capital program costs shall be
allocated to specific capital projects using a cost allocation plan
devel oped by the departnent. Systemwmi de and adm nistrative capita
program costs shall be identifiable.

NEW SECTION. Sec. 10. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) The departnent shall maintain a l|life-cycle cost nodel on
capital assets such that:

(a) Available industry standards are used for estimating the life
of an asset, and departnent-adopted standard |life cycles derived from
the experience of simlar public and private entities are used when
i ndustry standards are not avail abl e;

(b) Standard estimated life is adjusted for asset condition when
i nspections are nmade;

(c) It does not include utilities or other systens that are not
repl aced on a standard life cycle; and

(d) I't does not include assets not yet built.

(2) Al assets in the life-cycle cost nodel nust be inspected and
updated in the life-cycle cost nodel for asset condition at |east every
three years.

(3) The life-cycle cost nodel shall be used when estimating future
system preservati on needs.

NEW SECTION. Sec. 11. A new section is added to chapter 47.60 RCW
to read as foll ows:

ESHB 2358. SL p. 8



D 01~ W DN PP

10
11
12
13
14
15

16
17
18
19
20
21
22
23
24
25

26
27
28
29
30
31
32
33
34
35

(1) Preservation funding requests shall only be for assets in the
life-cycle cost nodel

(2) Preservation funding requests that exceed five mllion dollars
per project nmust be acconpanied by a predesign study. The predesign
study nmust include all elenents required by the office of financial
managenent .

NEW SECTION. Sec. 12. A new section is added to chapter 47.60 RCW
to read as foll ows:

The departnent shall devel op term nal design standards that:

(1) Adhere to vehicle level of service standards as described in
RCW 47. 06. 140;

(2) Adhere to operational strategies as described in section 7 of
this act; and

(3) Choose the nost efficient bal ance between capital and operating
investnments by using a life-cycle cost anal ysis.

NEW SECTION. Sec. 13. A new section is added to chapter 47.60 RCW
to read as foll ows:

The capital plan nust adhere to the foll ow ng:

(1) Acurrent ridership demand forecast;

(2) Vehicle level of service standards as described in RCW
47. 06. 140;

(3) Operational strategies as described in section 7 of this act;
and

(4) Term nal design standards as described in section 12 of this
act .

NEW SECTION. Sec. 14. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) Termnal inprovenent project funding requests nust adhere to
the capital plan.

(2) Requests for termnal inprovenent design and construction
fundi ng nust be submitted with a predesign study that:

(a) Includes all elenents required by the office of financial
managenent ;

(b) Separately identifies basic termnal elenents essential for
operation and their costs;

p. 9 ESHB 2358. SL
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(c) Separately identifies additional elenents to provide ancillary
revenue and custonmer confort and their costs;

(d) Includes construction phasing options that are consistent with
forecasted ridership increases;

(e) Separately identifies additional elenents requested by |ocal
governnents and the cost and proposed funding source of those el enents;

(f) Separately identifies multinodal elenents and the cost and
proposed fundi ng source of those el enents; and

(g) ldentifies all contingency anounts.

NEW SECTION. Sec. 15. A new section is added to chapter 47.60 RCW
to read as foll ows:

(1) The joint legislative audit and review commttee shall assess
and report as foll ows:

(a) Audit the inplenmentation of the cost allocation nethodol ogy
eval uated under chapter . . . (Engrossed Substitute House Bill No.
1094), Laws of 2007, as it exists on the effective date of this
section, assessing whether actual costs are allocated consistently with
t he nmethodol ogy, whether there are sufficient internal controls to
ensure proper allocation, and the adequacy of staff training; and

(b) Review the assignnent of preservation costs and i nprovenment
costs for fiscal year 2009 to determ ne whet her

(1) The costs are capital costs;

(1i) The costs neet the statutory requirements for preservation
activities and for inprovenent activities; and

(iii1) Inprovenent costs are wthin the scope of |egislative
appropri ations.

(2) The report on the evaluations in this section is due by January
31, 2010.

(3) This section expires Decenber 31, 2010.

NEW SECTION. Sec. 16. The followng acts or parts of acts are
each repeal ed:

(1) RCW47.60. 150 (Fixing of charges--Deposit of revenues) and 2003
c 374 s 3, 1999 c 94 s 26, & 1990 c 42 s 405; and

(2) RCWA47.60.326 (Schedul e of charges for state ferries--Review by
departnent, factors considered--Rule maki ng by conmm ssion) and 2005 c

ESHB 2358. SL p. 10
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270 s 1, 2003 ¢ 374 s 4, 2001 1st sp.s. ¢ 1 s 1, 1999 c 94 s 27, 1990
c 42 s 406, 1983 c 15 s 25, & 1981 c 344 s 5.

Passed by the House April 20, 2007.

Passed by the Senate April 20, 2007.

Approved by the Governor My 15, 2007.

Filed in Ofice of Secretary of State May 16, 2007.
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