MTA BOARD MEETING
MARCH 5, 2003

SUBJECT:
PUBLIC HEARING FOR FARE RESTRUCTURING

ACTION:
SCHEDULE A PUBLIC HEARING DATE ON APRIL 12, 2003; AUTHORIZE PUBLICATION OF LEGAL NOTICE

RECOMMENDATION
A) Schedule a public hearing date on Saturday, April 12, 2003 to receive public comment on possible fare adjustments; and

B)
Authorize publication of the attached legal notice (Attachment A). 

ISSUE

MTA’s Ten Year Financial Plan assumes that limited adjustment will be made to MTA bus and rail fares effective in fiscal year 2004.  This adjustment is necessary to help finance additional bus service mandated by the Consent Decree, and is consistent with the FTA Restructuring Plan submitted in May 1998 and the FTA 5309 report submitted in August 2002.  The fare adjustments being considered include lowering the base cash fare, implementing a day pass to replace transfers and tokens, and increasing pass prices. The fare adjustments being considered will only recover a portion (approximately half) of anticipated annual Consent Decree costs.

There has been no fare increase in eight years.  Effective November 1, 1998, the Consent Decree allowed the MTA to implement CPI adjustments to its transit fares. After November 1, 2003, Consent Decree restrictions to adjust fares are lifted.  

POLICY IMPLICATIONS
In compliance with federal public hearing requirements and MTA policy, the Board is required to hold a public hearing and receive public testimony before approving a modification to fares.  In addition, the Board will consider the potential impacts these changes may have on the community.  

There are two options (A and B) under consideration.  Both options include fare adjustments to lower the base cash fare, implement a day pass to replace transfers and tokens, and increase regular pass prices.  For these options, day pass vouchers could be used by the Immediate Needs and General Relief programs that currently distribute tokens to their clients.  Option A includes an increase to discounted passes and cash fares for seniors, disabled and students.  In Option B, there is no change from the current fares for seniors, the disabled and students.

FINANCIAL IMPACT

It is estimated that the limited fare restructuring adjustments in Option A will generate an incremental $50 million per year and the fare restructuring adjustments in Option B will generate an incremental $45 million per year, making up about half the annual $100 million Consent Decree costs, with operating efficiencies making up the difference.  

BACKGROUND

There has been no fare increase in eight years (since February 1995).  As labor and other costs have increased, MTA’s fare revenues have not kept pace with inflation.  And with Consent Decree costs running at an annual rate of about $100 million, MTA needs to increase its fare revenues to adhere to its Ten Year Financial Forecast and be able to meet its expenses.  

Much of the additional Consent Decree cost will be covered through improved efficiencies in operations.  The Sector General Managers have already started working on cutting costs, a process that will take several years. In addition, there is a two-year lag time for Formula Allocation Program (FAP) funding to kick in. 

Rather than implement an “across-the board” increase, MTA is proposing to make more equitable changes to the fare structure, including lowering the base cash fare in both Option A and Option B, implementing a day pass to replace transfers and tokens, and increasing regular pass prices.  Option B recognizes the special fare needs of the elderly, disabled and students, by proposing no increase to those fare categories. 

The attached proposed Notice of Public Hearing notifies the public of a hearing on April 12, 2003 and a description of the changes under consideration.  The approved Notice will be posted and distributed following the March 5, 2003 Board adoption.  The Board would preside at the hearing and receive testimony from the public on these matters.  A staff report would then be prepared summarizing the findings of the hearing along with specific staff recommendations.  The report would be presented to the Board of Directors at its regular meeting in May 2003 for action.  Implementation of the fare adjustments is proposed for January 1, 2004.

NEXT STEPS

With Board approval, staff will initiate the publication of the legal notice and prepare for the upcoming public hearing.

ATTACHMENT

A.  Notice of Public Hearing
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Prepared by:
April McKay, Executive Manager, Communications



Nalini Ahuja, Director, Regional Transportation Planning & Development

_________________________

Matt Raymond

Chief Communications Officer

__________________________

Roger Snoble

Chief Executive Officer
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