EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

FEBRUARY 20, 2003

SUBJECT:
METRO CONTRACTED PASS PROGRAMS 

ACTION:
APPROVE NEW CONTRACTED PASS PROGRAMS

RECOMMENDATION
Adopt the Contracted Transit Pass Programs as described in Attachment A. 

ISSUE

In May of 2002, the Board approved development of an MTA-operated rideshare program that integrates countywide rideshare offerings with transit programs.  As part of this effort, staff is developing a line of contracted transit pass programs to form partnerships with businesses, institutions and major organizations within Los Angeles County as a means to improve access to the multi-modal transportation system.  The MTA currently offers several fare media programs to the public, however, only two programs, Metro Mail and Consignment Sales, are made available to area businesses and organizations. As a result, a limited number of employers and organizations participate in pass programs to provide MTA fare media to their employees, members or associates.  The Contracted Pass Programs are designed to improve business and institutional participation in MTA transit pass programs.

POLICY IMPLICATIONS
There are several purposes of offering contracted pass programs.  First, it enables MTA to develop stronger partnerships with LA County businesses, institutions and major organizations to promote use of transit.  Second, the programs will generate new revenue to support MTA initiatives.  Third, these programs will provide businesses and organizations the opportunity to take advantage of federal income tax incentives that encourage use of transit.   Finally, the programs will allow MTA to establish a well-defined test group for the Universal Fare System (UFS) smart card by providing contracted pass program members with UFS test cards instead of a conventional paper pass.  Providing seamless fare payment options is a policy initiative within the adopted MTA Long Range Transportation Plan as a method for making transit more accessible to the public.

OPTIONS

The MTA Board could choose not to proceed with the Contracted Pass Programs.  Staff does not recommend this option because the programs will generate a much-needed new revenue source for the MTA and strengthen the ties with the business 

community.  Transit agencies across the nation that have implemented similar programs have experienced successful results in generating additional revenue and stimulating participation among employers.  The MTA Board could also choose to offer a fewer number of contracted pass types.  Staff does not recommend this alternative because the proposed program attempts to offer a complete line of products that meet the needs of various transit user markets.  Reducing the number of contracted passes offered will reduce the effectiveness of the overall program by excluding certain transit user groups.

FINANCIAL IMPACT

The Contracted Pass Programs are designed to increase transit ridership and transit revenues without having a negative impact on MTA’s average fare per boarding and overall budget.  To maintain this “neutral” impact on fare per boarding, the price of the various contracted pass types will be adjusted as membership grows, fare structure is modified and service changes impacting ridership occur.

BACKGROUND

During FY 02, a Board-directed study was conducted of MTA-funded rideshare efforts.  The final report of the study recommended several new and innovative strategies to be considered for implementation by the MTA.  Strategies included in these recommendations were special pass programs for employers and institutions.

In moving forward with this recommendation, the Board approved an MTA-operated rideshare program in May 2002, which included the development of expanded pass program offerings.  During the development and research for the proposed Contracted Pass Programs, staff identified several different markets that were not being addressed by current contracted pass programs.  Attachment A describes the various contracted pass products and the related transit user markets.

The programs will be closely monitored to maintain a neutral or positive financial impact on fare per boarding and to ensure high service quality.  It is anticipated that the programs will encourage employer participation, increase ridership and mobility and nurture public/private partnerships with the MTA, communities and local businesses.  

NEXT STEPS

If approved, phased implementation of the Contracted Pass Programs will begin in April 2003.  The Board will be updated quarterly on the number of organizations enrolled and participants involved in the programs.
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