 MTA BOARD MEETING

MAY 22, 2003
SUBJECT: 
FARE RESTRUCTURING
ACTION:
APPROVE RESULTS OF APRIL 12, 2003 PUBLIC HEARING AND ADOPT FARE RESTRUCTURING EFFECTIVE JANUARY 1, 2004
RECOMMENDATION
A. Receive and file comments from the public hearing conducted by the Board of Directors on Saturday, April 12, 2003 (Attachment A); and

B. Adopt a fare restructuring (as shown in Attachment B) effective January 1, 2004; (requires two-thirds majority) 

ISSUE

MTA’s Ten Year Financial Plan assumes that an 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 recommended include: 

· Lowering the base cash fare, 

· Implementing a day pass to replace transfers, 

· Increasing pass prices for regular weekly, semi-monthly and monthly passes,

· Keeping senior, disabled and student pass prices the same,

· Consolidating four fare zones into two, and 

· Increasing the price of tokens, which will be phased out when the Universal Fare System (UFS) is implemented.

The fare adjustments being considered will only recover a portion (approximately half) of anticipated annual Consent Decree costs.  If these fare adjustments are not approved, costs will be recovered through service reductions.

There has been no fare increase in over 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.  As a point of reference, as of March 2003, CPI has increased by 21.3 percent.
A public hearing on the fare restructuring was held on April 12, 2003.  Now the Board must consider the results of the public hearing and, if desired after deliberation, approve the fare restructuring by a two-thirds majority.

POLICY IMPLICATIONS

The purpose of the fare restructuring is to increase MTA’s fare revenues and related Formula Allocation Program (FAP) revenues by $40 to $50 million a year to help finance the $100 million annual Consent Decree costs and to bring MTA’s fare box recovery ratio and subsidy per passenger more in line with comparable agencies.

The framework under which MTA staff developed its proposals for the fare restructuring is consistent with the adopted MTA Board fare policy concepts, as defined on November 12, 1998:

· MTA will continue to recognize the special fare needs of the elderly, disabled, students, children under five, and other groups that have unique public transit requirements.

· Fares should be kept as simple and understandable as possible.

· Fare media should facilitate quick passenger boardings.

· Security of MTA’s services should be ensured and protected (e.g., fare evasion potential and counterfeiting.)

· The fare policy should recognize that transit users must pay a reasonable portion of the costs of the services utilized. 

· The fare policy should facilitate the creation of a seamless ride for all public transit riders within and adjacent to Los Angeles County by developing clear and consistent inter-operator and inter-agency agreements and technologies that maximize fare policy integration while allowing local fare structure flexibility and encouraging service coordination. 

Staff also took into consideration how the mix of fares resulted in meeting revenue requirements and balanced that against ridership impacts.

In compliance with federal public hearing requirements and MTA policy, the Board held a public hearing and received public testimony regarding restructuring fares.  There were three options presented at the public hearing:

· Option A 

· Option B

· Option A with tokens  

Options A and B include fare adjustments to lower the base cash fare, implement a day pass to replace transfers and tokens, and increase regular pass prices.  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.  A third scenario, Option A With Tokens, is similar to Option A, but retains tokens at an increased price of $1.10; a 12% discount from the proposed lowered cash fare.

After consideration of oral and written comments, MTA is proposing a fare option that is within the range of the options presented at the hearing.  Staff recommends Option B with Tokens.  This is similar to Option A with tokens, but keeps senior, disabled and student pass prices the same as today, and maintains tokens as a fare media, at a price of $1.10 per token, until the UFS system is implemented. Staff also recommends consolidating MTA’s four zones into two zones, which makes it more economical for those traveling long distances by bus.

It should be noted that the issuance of MTA transfers would be discontinued.  MTA will continue to honor other municipal operators’ interagency transfers and municipal operators will honor the Day Pass as a one-time interagency transfer. There should be no financial impact to either operator. MTA staff is working with a transit operators' task force to finalize the details prior to implementation of the proposed fare structure.

Due to the fare restructuring, it is projected that ridership would initially decline by about 

2 percent, or about 22,000 weekday boardings.  However, past experience at MTA and other agencies has shown that this decline is temporary and that ridership recovers, as people get accustomed to the new fares. 

ALTERNATIVES CONSIDERED 

Two alternatives were considered instead of restructuring fares.  One alternative was to reduce service by an amount commensurate to the proposed fare increase.  This would result in a 10 percent reduction in service, approximately 750,000 revenue service hours.  Another alternative considered was to have a phased implementation of both the fare increase and service reductions, which would reduce service proportionately.  However both of these options were rejected since they would have a greater negative impact, permanently affecting 4.4 percent of MTA’s riders, compared to the proposed fare increase and restructuring, which only has about a temporary 2 percent negative ridership impact.  Reallocating capital program funds was not considered as a viable option.

FINANCIAL IMPACT

The recommended fare restructuring should result in a total revenue increase of about $40 million a year; $28 million is estimated to come from the fare box and about $10 million is estimated to come from the FAP.  (Note that the FAP increase occurs after two years.)  The FAP impact is based on combined passenger revenue and vehicle service mile statistics of all the municipal carriers and is calculated once all the financial books have been closed and audited.  Therefore, the actual FAP funds will depend on other carriers’ revenue and mileage.

Existing funds for producing transfers will be used for the printing, distribution and processing of day passes.

DISCUSSION

MTA’s current fare structure offers many options and provides multiple deep discounts: 

· Tokens are sold at 33% discount from the cash fare.

· Passes allow unlimited trips. The breakeven point for a monthly pass holder is 31 trips per month based on cash fare, or 47 trips based on tokens; however, the average monthly pass holder takes 109 trips per month.

· Customers have the option of purchasing weekly, semi-monthly and monthly passes in addition to cash and token fares.

Comparable transit agencies have higher fare box recovery, higher revenue per boarding and lower subsidy per passenger.  For example, Chicago, New York, Philadelphia (SEPTA) and Washington, D.C. (WMATA) have an average farebox recovery ratio of 47%, while MTA’s is only 29%.  In revenue per boarding, these same agencies average $.87, compared to MTA’s $.54 per boarding.  And in terms of subsidy per passenger, the four agencies provide a subsidy of $1.03 per passenger, compared to MTA’s subsidy of $1.34.

Many of these same agencies, as well as some other local and/or large agencies have recently increased or are proposing 20 to 50 percent increases to their fares.  For example, Santa Monica recently increased its fare by 50 percent; New York has implemented and Boston has proposed increases of 33 percent; San Francisco Muni has proposed and Dallas has implemented fare increases of 25 percent; and Foothill just increased its base fare 22 percent.

MTA’s goal is to obtain a 20 percent increase in total fare revenues overall (about $40 to $50 million per year) to meet the 10 year financial revenue forecast, to comply with Board fare policy direction and to make the fare changes compatible with UFS technology.

MTA staff weighed the ridership impacts against the revenue requirements.  As a result MTA staff is recommending that:

· Cash base fare be lowered from $1.35 to $1.25 (a 7.4 percent price decrease).

· Senior, disabled and student pass prices remain unchanged.

· Discounted tokens continue at a price of $1.10 (a 12 percent discount from the proposed $1.25 cash fare) until the UFS system is implemented.

· A $3.00 Day Pass be implemented that would provide unlimited rides on all Metro buses and trains for a full day.

· Monthly passes increase by $10, semi-monthly passes increase by $6, and weekly passes by $3.

Fourteen years ago, in 1989, the price of a monthly pass was $42.00.  Except for a brief period since then, the monthly pass has continued at this $42.00 price, even though inflation has increased 51 percent since 1989.  The proposed monthly pass price increase of 23.8 is less than half CPI over that same time period.

The changes recommended above will allow MTA to increase the fare revenues to help meet Consent Decree costs while impacting the fewest number of customers, compared to a commensurate level of service reductions.

NEXT STEPS

Staff will develop a detailed fare restructuring implementation and communications plan and will work with the municipal operators and others in making a smooth transition to the new fares.  The new fare restructuring will be implemented effective January 1, 2004.  Staff will report back to the Board on a quarterly basis until the effective date of the increase to keep the Board apprised of progress and any outstanding issues.

ATTACHMENTS
A. Summary of Results of Public Hearing on April 12, 2003
B. Fare Restructuring Proposal
Prepared by: 
April McKay, Executive Manager, Communications

Nalini Ahuja, Director of Regional Transportation Planning & Development

	

	Matt Raymond

Chief Communications Officer

	

	Roger Snoble

Chief Executive Officer
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