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SUBJECT: $5 DAY PASS DEMONSTRATION PROGRAM
ACTION:

APPROVE DEMONSTRATION PROGRAM ROLLING BACK DAY PASS
PRICING FOR 9 MONTHS

RECOMMENDATION

Approve the temporary roll-back of the regular Day Pass from $6 to $5 for a period of
nine months (requires two-thirds vote pursuant to Public Utilities Code section 30638
(a)).

Staff is recommending a temporary roll-back in the price of the regular Day Pass to $5
(from $6) effective July 1, 201 1. As part of the 2010 fare adjustment, regular Day Pass
prices increased from $5 to $6. The $6 fare equates to four single trips at a base fare
price of $1.50 each. Given the current economy and the rising price of gas, staff
believes that a temporary reduction is warranted to help mitigate current conditions and
encourage ridership at an opportune time when people are looking for viable
alternatives. SeniorlDisabled Day Passes were not increased in 201 I , therefore no
rollback is recommended.
DISCUSSION

The Day Pass was created in 2004. It was introduced to replace transfers, increase
ridership and revenue as well as improve system connectivity. The original Day Pass
was priced at $3 based on two full fares and two transfers. The Day Pass was an
immediate success and used by nearly 40% of Metro customers. In 2007 the board
adopted a two-tiered fare adjustment. The first adjustment (in 2008) increased the Day
Pass price from $3 to $5 (the equivalent of four full $1.25 base fares). This adjustment
increased revenue but decreased demand for the Day Pass. In 2009 paper Day Passes
were eliminated and replaced with TAP cards. With TAP, the Day Pass product was
loaded onto plastic smart cards. In 2010 the second fare adjustment increased the Day
Pass price from $5 to $6 to coincide with the base fare increase from $1-25 to $1.50
(the equivalent of four full $1.50 base fares). These modifications, while increasing

revenue, reduced the demand for the Day Pass - now utilized by less than 20% of
customers.
As the Metro system matures, becomes more efficient and seamless, bus and rail
connectivity will become more the norm. Therefore, it is important that customers have
a convenient alternative for transferring within the system. Additionally, given the
current state of the economy and the continually rising gas prices, staff sees an
opportunity to attract new customers and grow ridership. As a nine-month
demonstration, staff is recommending a roll-back in Day Pass Pricing from $6 to $5 (the
equivalent of 3.33 full $1.50 base fares). Staff is not recommending a roll-back of
reduced Day Passes because (due to Measure R) they were not increased as were the
regular Day Passes. Staff is also not recommending roll-backs on other fare products
but will be recommending other alternatives (such as 7 and 30-Day rolling passes)
covered under a separate report.
FINANCIAL lMPACT

A straight-line analysis of revenue (based on a 16.7% price reduction) indicates up to a
$4.5 million potential loss in bus and rail operating revenue. These calculations do not
take into account potential increased ridership and revenues from a more desirable
fare, conversion of single trip users to Day Pass or the generation of new customers as
a result of the pricing strategy. Staff is recommending a 9-month demonstration so that
we may monitor revenue and ridership impacts. At the six-month point, staff will report
back to the Board to present results and a potential path forward.
ALTERNATIVES CONSIDERED

The alternative considered to implementing the proposed demonstration program is to
continue offering the Day Pass at the $6 price. Staff does not recommend this option
because it would eliminate the potential of encouraging new ridership and increased
revenue through offering the adjusted pass product. In addition, we lose the benefit of
offering a product that will help customers adjust to difficult economic times and higher
gas prices.
NEXT STEPS

Upon approval, staff will implement the roll-back in pricing on July 1, 201 1. Staff will
closely monitor revenue impacts and report back to the Board in January, 2012 (at the
six-month mark) to present results of the demonstration program.
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