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MTC Regional Means-Based Transit Fare Program Update

ACTION ITEM

RECOMMENDED ACTION(S)

Consider receiving an update on Metropolitan Transportation Commission (MTC) Proposed
Regional Means-Based Transit Fare Program and provide direction to staff on the District's
position.

BACKGROUND/RATIONALE

As part of the third cycle of the Metropolitan Transportation Commission's (MTC) Lifeline
Transportation Program, MTC set aside $300,000 to study Regional Means-Based Transit Fare
Pricing. The purpose of the study was to address concerns about transit affordability raised by
low-income residents during previous MTC planning efforts that identified the transportation
challenges for this population. The goal of the study was to develop recommendations for
programs that would meet the purpose as wellas these three principles:

l Make transit more aff ordable for the Bay Area's low-income residents

2 Move towards a more consistent regional standard for fare discount policies

3. Define a transit affordability solution that is financially viable and administratively
feasible, and does not adversely affect the transit system's service levels and
performance

The study concluded that means-testing was the recommended process to provide discounted
fares. The annual cost could be $65-80 million with 100% participation (approximately 250
million annual low income adult trips). However, since funding at that level was not realistic,
MTC developed a more affordable proposal that estimated a program cost (lost fare revenue)
of approximately$16 million per year, based on a 50% fare discount and about 20% of eligible
low-income adult riders participating, on all operators in the region. With only $8 million
available from MTC to fund this program, MTC proposes to split this cost 50/50 with the
operators. Details of MTC's latest proposal as discussed at their January 10, 2018 Program and
Allocations Committee meeting are below:
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Proposed RegionaIMeans-Based Fare Program

Participatin g A gencies

Allseven Large Operators to participate in the Means-Based Program

l

2

3

SFMTA and VTA to retain and continue (or expand) their current programs. They also
have the option to join the regionalprogram.
The other five large operators (BART, Caltrain, SamTrans, AC Transit, GGBHTD) nyf!
opt-in to the new program.
Allother operators have the choice to opt-in to the program.

Discount

Discounts offered by operators shall be a minimum of 20% to allow some regional
standardization while also recognizing that the potential lost fare revenue is more significant
for some operators. In particular, several operators have expressed a preference for a 50%
discount to match their current senior and disabled discount fares. BART staff has indicated

concern about the 20% minimum discount because they cover so much of their operating cost
through farebox revenues.

Funding

MTC to contribute$8 million in funding that would be used for their administrative costs first,
currently estimated at $2 million annually. The remainder would defray operators' revenue
losses for the new regional Means-Based Fare Program. The operators are to cover any
remaining costs or revenue losses from their augmented STA revenue-based funds or other
sources. The MTC contribution would come from the additional State Transit Assistance (STA)
population-based funds available to MTC through Senate Bill I (SB I). If SBI is repealed, this
Means-based program is subject to cancellation.

Implementation

Program to be implemented on Clipper through a discount coupon approach

Next Steps

MTC staff will seek further input on the current proposal at the Programs and Allocations
Committee meeting on March 14, 2018. From there, the item will be discussed at the
subsequent full commission meeting. If ultimately approved by the commission,
implementation would occur at an undetermined time in the future

BUDGETARY/FISCAL IMPACT

MTC has defined low-income riders as those that make less than 200% of the Federal Poverty
Level. For AC Transit, that would equate to 74% of adult riders system-wide. With a 50% fare
discount and a 20% participation rate of all adult low-income riders, the lost revenue from the
proposed Means-Based Fare Program for AC Transit would be $2.5 million annually. Of that
amount, approximately $661,857 would be subsidized by MTC. The subsidy amount assumes

that all transit agencies in the Bay Area participate and also receive a subsidy proportionate to

2 of 10



Report No. ].8-075

Page 3 of 3

the relative cost of the program to each agencywith a $25,000 minimum share. With the MTC
subsidy, the annualloss from the program to AC Transit would be approximately$1.8 million

ADVANTAGES/DISADVANTAGES

A regional Means-Based Fare Program would allow for qualified low-income individuals to ride
transit at a discounted rate, which has a number of benefits for the user including: more
mobility freedom, more job access and less cost. However, though there is less cost to the
user, there is more cost to MTC and to the transit agencies under this proposal, especially since
the transit agencies rely on fare revenue to cover some operating expenses. For AC Transit,
fare revenue comprises 18% of the operating budget.

Given the District's current financial state and other ongoing financial obligations AC Transit
cannot afford to fund such a program at this time or in the near future.

Though a fare discount to low-income riders would be beneficial, AC Transit's current fares
already provide an affordable transportation option for all users when compared to other
means of transportation such as car ownership, ridesharing and other transit modes.

ALTERNATIVES ANALYSIS

Staff has concerns with the programs proposed by MTC because of the projected revenue loss
to the District. Other transit agencies in the region have expressed similar concerns. As a
result, MTC is exploring other program alternatives with less financial impact, though there are
no officialalternatives at time. Alternatives could include:

e Establishing a program for only long-distance commutes such as those provided by
Golden Gate Transit, Caltrain or BART

e Establishing a program for a limited number of transit agencies, not includingACTransit
8 Not proceeding with a program

PRIOR RELEVANT BOARD ACTION/POLICIES

None

ATTACHMENTS

1. MTC Means Based Fare RegionaIFramework ProposalPresentation

Approved by: Ramakrishna Pochiraju, Executive Director of Planning and Engineering

Reviewed by: Claudia Allen, Chief Financial Officer
Chris Andrichak, Director of Management and Budget

Prepared by: Robert del Rosario, Director of Service Development and Planning
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Staff Report 18-075
Attachment I

Means Based Fare
Regional Framework
Proposal
FOLLOW-UP TO JANUARY MTC PROGRAMMING
AND ALLOCATIONS COMMITTEE PRESENTATION

JAN UARY 22, 2018

Proposed Regional Means
Based Program Framework

- Al1 7 large operators to participate

SFMTA and VTA continue or expand current programs; smalloperators may
opt in

Operators select fare discount rate, minimum set at 20%

Focus on cash fares rather than passes

- Offered through Clipper

- funding:
MTC to invest $8 M/year in SB I STA Population-based funds to cover
administrative cost and defray operator revenue loss.

Operators to cover remaining costs/revenue loss.

Program sulqect to cancellation if SBI repealed

Means-Based Fare Study
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Questions f rom January PAC

Cwt andPunding

1) How can revenue loss be minimized/controlled?

2) What is included in administrative costs?

3) Should existing programs receive a share of the
proposed$8 million from MTC even if they do
not participate in the regional program?

4) is additional funding available to augment
program?

Means-Based Fare Study

Questions f rom January PAC,
cont.

Pr gr D wi pr@ent®ndElv61u ti n
5) Why only single-rides and not passes? What

about accum ulator?

6) Should a pilot occur before fullprogram roll-out?

7) How can user outreach help shape program?

8) What metrics will be used to evaluate program?

Means-Based Fare Study
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1) How can revenue loss be
minimized/controlled?

Study estimate(2014$) of$16 million annualrevenue loss
assumed:

1. Program eligibility set at 200% of Federal Poverty Level (FPL)
2. 50% Fa re Discount

3. Participation rate of 20%

Options to limit revenue loss could include

1. Change program eligibility to 100% of FPL
2. Set fa re discount to 20%

3. Cap.program atan annual dollaramountor by number of
participa nts

Means-Based Fare Study

Revenue Loss Alternatives

Analysis is based on the Means Based fare Study Scenario AI. Low-income ridership estimates are based on MTC/ Operator 2012
2015 Transit Passenger Surveys and 2007 Transit Passenger Demographic Survey where more recent data was not available.

Means-Based Fare Study
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2) What is included in
administrative costs?

One-Time Set up Costs (est.)
Clipper changes $0.5 M

$0.5 M

$l.O M

Program set up

TOTAL

Annual Costs (est.)
Lead agency admin

County eligibility screening, in.
person offices, other
TOTAL

$0.5 M
$1-2 M

$1.5-2.5 M

Means-Based Fare Study

3) Should existing programs receive
a share of the proposed funding?

. Existing Programs: SFMTA and VTA

Proposed Regional Means Based Framework:
- SFMTA and VTA to continue (or expand) current programs
and/or

- Opt into Regional Program

Staff recommends:
- No new funds to existing programs

- if SFMTA and VTA opt in to Regional Program, they would be eligible to
receive a share of the proposed$8 M in regionalfunding

- Evaluate transition of SFMTA and VTA's program administration into
the Regional Program

Means-Based Fare Study
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4) is additional funding
available to augment program?

Potential Additional Sources
Source

Low Carbon Transportation
Operations Program (LCTOPI

'$3.0 Currently used for Clipper
capital needs, anticipated
for C2

FTA Section 5307 - Lifeline
Transportation Program

'$3.0 Possible eligibility issues,
could be addressed
through exchanges

Operators planning to use
for general operations,
making up for STA volatility

STA Revenue-based Funds

lto Transit Operators)
-$72.0 M
= SBI increment
starting in FY19

Means-Based Fare Study

5) Why only single-rides and
not passes? Accumulator?

' Single ride program benefits all trips versus pass
discount that benefits only frequent users

. BART does not have monthly/multi-ride passes

. Current Clipper system does not support
regional monthly accumulator pass

Means-Based Fare Study
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6) Should a pilot occur
before full program roll-out?

Operators preferred fullroll-out(no pilot), in
support of policy goals

-Most of the same back-end work would be required
for pilot as for full roll-out

-Opt-in feature essentially allows piloting

Means-Based Fare Study

7) How can user outreach
help shape program?

Seek input during the project development phase
on how to implement program:

Ease/ Methods of Access

How to increase participation rate

Eligibility Screening Process and Locations

Title Vlanalysis likely required

Means-Based Fare Study
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8) What metrics will be used
to evaluate program?
Preliminary Suggested Metrics

Quantitative Qualitative

N umber of Sign-ups/Riders

Cost/revenue Impacts

Participation Trends, Travel
Data from Clipper

Effectiveness of Strategies to
Increase Participation

Before/After Survey of Participants

Ease of Use for Riders

Financial Impact for Riders

Ease of Administration

Willrequire resources(staff and funding), and
availability of Clipper data for participants

Means-Based Fare Study

Next Steps
. February - MTC considers committing$8 million

annually to Means-based Fare Discount program
as part of SB I STA population-based framework

Spring/Summer - Transit Agency Boards
consider approvalof Means-based Fare Discount
program participation

2018 - Program design and development

2019 - Program start-up

Means-Based Fa re Study
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