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SUBJECT

A motion accepting Metro's work plan for the mobile ticketing pilot project, as required by a proviso in the 2015/2016 Budget.

SUMMARY

This proposed motion would accept Metro’s work plan for a mobile ticketing pilot project, allowing the project to move forward. The pilot project would test the viability of mobile ticketing technology in King County and provide information that could inform future policy decisions about cashless fares and the regional ORCA replacement project. The project would be grant funded and cost $470,000. Metro would contract with a vendor to allow up to 10,000 participants to purchase fares through a mobile ticketing application for a period of six months to one year. The pilot project would collect data to assess the costs, impacts, and benefits of the technology, including whether the technology improves customer satisfaction and reduces cash collection.

During their initial consideration of this proposal during the 2015/2016 budget review process, Councilmembers had raised questions about the equity and social justice impacts of the pilot project. In response to these questions, as well as questions about the viability of the pilot project and relation to other Metro projects and plans, Metro provided a revised work plan that further clarifies these issues. This revised work plan is included as part of Amendment 1 (see Attachment 3 for a red-line version of the revised work plan).

BACKGROUND 

Budget Proviso Requirements

The 2015/2016 proposed budget included a request for a mobile ticketing pilot project. Appropriation authority for the project was originally included in the 2013/2014 budget, but Metro proposed to change the scope and reduce the budget of the original project.[footnoteRef:1] In reviewing the proposal, Councilmembers identified potential future implications of the mobile ticketing pilot project related to fare policies as an issue and also asked for more information about implementation costs, impact on ORCA usage, and equity and social justice impacts. The Council therefore adopted Proviso P2 in Section 129 of the 2015/2016 Biennial Budget Ordinance 17941: [1:  In the 2013-2014 Budget, Council appropriated $3,315,000 for a project entitled “ORCA Self-Service Kiosk.” In the 2015/2016 Executive Proposed Budget, the project was changed to Cashless Fare Technologies, and within that project, the Transit Division requested use of $470,938 in appropriation authority for the Mobile Ticketing Pilot Project.] 


P2 PROVIDED FURTHER THAT:
	Of the appropriation for capital project 1116944, mobile ticketing pilot project, $440,000 shall not be expended or encumbered until the executive transmits a mobile ticketing pilot project work plan and a motion that accepts the work plan and the motion is passed by the council.  The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion. 
	The work plan shall include, but not be limited to: 
	A.  A summary of the pilot project;
	B.  An explanation of how the demonstration participants will be chosen;
	C.  A discussion of whether the application will be developed by KCIT or by an outside vendor; and
	D.  An explanation of what data will be collected and how it will be used.

The Council also included in the 2015/2016 Budget Section 113, Proviso P6, which requires transmittal of a final report evaluating the results of the mobile ticketing pilot project. The final report is required to include:
· A summary of the pilot project results,
· A comparison of mobile ticketing and ORCA transaction costs,
· A discussion of the project’s potential impact on ORCA card usage and market share,
· Identification of the project impact on transit division participation in the ORCA Replacement regional project, 
· A discussion of potential operating and capital program changes resulting from the pilot, and
· A discussion of equity and social justice impacts of the project and approaches to mitigation of impacts.

There is no due date for the final report.

Metro’s Current Fare Environment and Policies

King County Metro customers currently have the option to pay with a One Regional Card for All (ORCA) card or cash.  ORCA cards must be loaded with fare media prior to boarding and can be loaded either with a monthly pass good for unlimited rides during that time period, or an E-purse that has the fare amount deducted each time the passenger rides.  ORCA cards are available:
· At Metro customer service offices;
· At select retail locations; 
· At select events through mobile ORCA-To-Go,
· Online through the ORCA website; and
· At select transit centers, park-and-rides, and stations through ORCA vending machines[footnoteRef:2]. [2:  http://metro.kingcounty.gov/fares/] 


Low Income Fare Policy

In June 2013 the Low-Income Fare Options Advisory Committee was tasked by the Council with making recommendations regarding development of new fare program options to assist in meeting the mobility needs of low‐income persons. Following the Committee’s recommendations, the Council adopted Ordinance 17757 creating a low-income fare program. Metro introduced the ORCA LIFT program on March 1, 2015. 

ORCA LIFT provides a reduced fare that ranges from 40 to 54 percent off the regular adult fare for people with incomes up to 200 percent of the federal poverty level. Qualified persons must go through an income verification process, available through a number of community-based provider organizations, in order to receive an ORCA LIFT card that functions like a regular ORCA card.[footnoteRef:3] The reduced fare rates are available only through ORCA LIFT and are not offered as a cash fare option. [3:  http://metro.kingcounty.gov/programs-projects/orca-lift/] 


Cashless Fare Policy Consideration

The Council has not yet adopted a policy of moving towards a cashless fare system; however, consideration of the merits and strategies of transitioning to a cashless fare collection system was included in the King County Metro Report on Transit Fares dated August 2014 in Section 4, entitled “The Road to a Cashless System.” According to the fare report, ORCA card usage has increased significantly since its introduction in 2009.  As of 2014, twenty-seven percent of riders paid with cash, down from 35 percent in 2010. 

The Report on Transit Fares listed the following potential benefits of a cashless fare system:
· Speed up boarding and bus operations,
· Reduce the cost of cash collection and processing as well as eliminate the need to replace the aging farebox equipment[footnoteRef:4], [4:  Metro states that the annual operations and maintenance cost of collecting cash fares is $5 million annually, and the estimated capital cost of replacing the farebox equipment is $17 million. Metro’s fareboxes are over twenty years old, the vendor has discontinued production, and Metro’s supply of fareboxes and spare parts is such that a decision would need to be made within the next five years about whether and how to replace the fareboxes.] 

· Reduce drivers’ interaction with the fare system,
· Reduce fare evasion, and
· Boost customer satisfaction.

The challenges of a cashless fare system identified in the report are the barriers it presents to infrequent system users and low income riders, the two groups that most often pay with cash.

The fare report included several strategies and policies for reducing the percentage of cash paying customers.  Some have already been implemented, such as offering a low-income ORCA pass (ORCA LIFT), an ORCA day pass, and piloting a ticket vending machine.[footnoteRef:5] Other strategies include offering an ORCA price incentive, eliminating paper transfers, and exploring new alternatives to cash fare payment. The potential use of mobile ticketing is one such cash fare payment alternative. [5:  A pilot of a ticket vending machine in downtown Seattle began in December 2014. The machine accepts cash, credit, and debit cards and dispenses tickets valid for two hours on Metro Transit services.] 


The Council expressed an interest in learning more about the impacts of transitioning to a cashless fare system through adoption of a proviso in the 2015/2016 budget that requires a motion accepting a report on the costs and benefits of transitioning to such a system and the elimination of paper transfers, including a draft step-by-step process for such transition and consideration of equitable and social justice impacts (Ordinance 17941, Section 113, Proviso P7). There is no required date by which this report must be transmitted.

Mobile Ticketing Technology

Mobile ticketing systems allow customers to use an application on their smartphones or computers to purchase tickets electronically and then show validation of the ticket on their smartphone to the coach operator or fare inspector as they board the transit vehicle.

According to research provided by Metro, 22 transit agencies in the United States have either implemented or are piloting mobile ticketing systems. The closest city to implement the technology is Portland, where it launched in September 2013, and is available on both TriMet and the Portland Streetcar. According to TriMet, the mobile ticketing application has been downloaded more than 200,000 times,[footnoteRef:6] and was used to purchase nearly two million tickets within the first year of launch.[footnoteRef:7] [6:  http://trimet.org/mobiletickets/]  [7:  http://news.trimet.org/2014/09/trimet-tickets-mobile-app-nears-two-million-tickets-sold-in-year-one/] 


Metro Mobile Ticketing Pilot Project Summary

While mobile ticketing technology has been introduced recently by transit agencies in the United States, the Metro Transit Division states that none of the deployments to date have been in an environment with a multi-agency smart card system. Metro has therefore proposed the mobile ticketing pilot project that is the subject of the proviso response to test how the technology would work in King County with the ORCA system and to evaluate the potential of a mobile ticketing system to improve customer satisfaction and reduce cash collection. Metro is proposed as the lead for the pilot project, with Sound Transit participating as a partner.

According to the Transit Division, the mobile ticketing pilot is targeted at providing a convenient alternative for infrequent customers who would prefer not to pay cash for a single transit trip. Infrequent cash-paying customers make up 16 percent of Metro’s riders. Information gathered from the pilot would also help inform design of the eventual replacement for the ORCA system, as Metro states that “some form of mobile payment technology may be incorporated into the next generation ORCA system.”[footnoteRef:8] The pilot could also help inform future policy decisions as to whether to transition to a cashless fare system. [8:  Email from Jill Krecklow, 4/29/2015] 


The project would pilot mobile ticketing technology throughout the Metro and Sound Transit system,[footnoteRef:9] using up to 10,000 participants for a period of six months extendible by another six months.  [9:  Fares will be offered for adults, youth, special event tickets, water taxis, light rail, and commuter rail. Mobile ticketing fares will not be offered for fare categories only available through ORCA, such as those that require a regional reduced fare permit or income verification.] 


According to the work plan (Attachment A to Proposed Motion 2015-0147), the Transit Division expects to procure a mobile ticketing system developed by a vendor and does not expect to develop software in-house.

The mobile ticketing pilot project would assess:

· The degree to which mobile ticketing can reduce use of cash fares,
· Whether the benefits of mobile ticketing outweigh the costs,
· The overall viability of mobile ticketing applications,
· The degree to which mobile ticketing contributes to customer satisfaction, and
· Whether mobile ticketing is viable and beneficial to all riders.

The Mobile Ticketing Pilot Project is projected to cost $471,000 and included in the 2015/2016 Budget as part of Transit Division capital project 1116944. Metro has $1.5 million in federal grant funding to pay for this and other cashless fare projects.

Selection of Demonstration Participants

According to the proviso response, the pilot project would engage up to 10,000 participants to test the mobile ticketing application on a variety of Metro and Sound Transit services. The Transit Division would use existing public communications channels to inform potential participants of the pilot. These channels include posting notices at transit stations, in transit vehicles, and at Metro Online. Communications are in multiple languages using Metro’s standard outreach protocols.

Requirements for participation are being a willing participant and having a smartphone and a credit or debit card.  Participation would be closed after 10,000 participants sign up or the initial six month test period has concluded. Participants would be encouraged but not required to share information about themselves—such as race, gender, and income level—and their travel patterns in order to assist with evaluation of the pilot project.


Data Collection and Use

The data that would be collected and used by Metro[footnoteRef:10] to evaluate the pilot project is transaction data, such as what tickets are purchased and when they are redeemed, and survey data to capture customer feedback. [10:  While data such as account and financial information would be collected by the vendor as part of the mobile ticketing application, Metro would not have access to that information.] 


The work plan provided the following list of preliminary measures for assessing mobile ticketing technology:

· Customer satisfaction and support for the system, including potential for wide market penetration
· Impacts on cash fares and the use of other fare options such as ORCA
· Ease of recognition for operators and fare enforcement officers
· Effectiveness of automated inspection and validation technologies
· Boarding times using this fare payment technology
· Potential for fare evasion and methods to mitigate
· The mobile application demonstrates the ability to comply with the Americans with Disabilities Act and Section 508 of the Rehabilitation Act of 1974
· The viability of deploying the technology across multiple modes and agencies, and supporting new fare options and alternative transit services such as vanpool and paratransit
· Value added features and the ability to support new and emerging technologies and consumer applications
· The overall feasibility of mobile devices as a new sales channel for fare media.

ANALYSIS

Proviso Responsiveness

Overall, the Mobile Ticketing Pilot Project work plan as transmitted via Proposed Motion 2015-0147 complies with the proviso requirements, including a summary of the pilot project, an explanation of how the demonstration participants will be chosen, a discussion of whether the application will be developed by KCIT or by an outside vendor; and an explanation of what data will be collected and how it will be used.

Equity and Social Justice Impacts

Although the transmitted proviso response complied with most of the proviso requirements, it did not address concerns Council identified with respect to equity and social justice (ESJ), specifically concerns that mobile ticketing may not be accessible to all riders due to their lack of a smart phone and/or credit card. This was a particular concern because Metro’s 2014 Rider Survey noted that 36 percent of cash paying riders had household incomes below $35,000, and also noted that while about 70 percent of Metro’s riders own a smartphone, only 44 percent of riders with incomes below $35,000 own a smartphone.[footnoteRef:11] Further, Councilmembers expressed concern that access to credit or debit cards could also present a challenge to low-income populations who may be unbanked. [11:  http://metro.kingcounty.gov/am/reports/2014/2014-rider-survey-final.pdf pages 128 and 132] 


Council staff met with Transit to better understand the ESJ implications of this project. Transit staff noted that the mobile ticketing pilot, which would cover current single fares, is not in the best financial interest for low income users because the fares would be more expensive than the ORCA LIFT card. Metro expects the introduction of ORCA LIFT earlier this year will provide an attractive alternative to cash fares for low-income riders, since it offers fare discounts of up to 54 percent and can be loaded with fare media at a variety of locations using a variety of payment methods including cash. Further examination of ORCA LIFT participation as the program matures will provide more information on the impact it will have on cash fare payments.

To provide greater clarity about ESJ issues and the relationship of the mobile ticketing pilot project to the overall fare environment, including ORCA LIFT, Metro provided a revised mobile ticketing pilot project work plan (included as Amendment 1) that clarifies that mobile ticketing is aimed at a niche market (infrequent riders without ORCA cards, including visitors) and is not intended to compete with ORCA products such as ORCA LIFT. Metro has also noted that the mobile ticketing instructional information would provide information about how to qualify and apply for ORCA LIFT.

As part of the pilot project, Metro would collect demographic information from pilot participants including age, gender, ethnicity, language spoken at home, education level, income brackets, and where they live at work. This information would be used to recruit focus group participants representing a range of geographic and demographic diversity. The information would also be used to evaluate the results of the mobile ticketing pilot, in conjunction with data gathered by that time about ORCA LIFT usage, to identify potential ways of better serving different market segments. In addition, the pilot project would include a Title VI analysis[footnoteRef:12] at the conclusion of the pilot period.  [12:  King County’s Title VI Policy Statement is “King County assures that no person shall on the grounds of race, color, national origin, or sex, as provided by Title VI of the Civil Rights Act of 1964 as amended, and the Civil Right Restoration Act of 1987 (P.L. 100.259) be excluded from participation in, be denied the benefits of, or be otherwise subjected to discrimination under any program or activity receiving Federal financial assistance.” According to Metro, the agency performs a Title VI analysis on service and fare changes to determine whether such proposals have a disparate impact or disproportionate burden on minority and low-income populations.] 


As noted, Amendment 1 would incorporate Metro’s revised work plan, which clarifies the ESJ impacts of the pilot project in relation to the overall fare system, including ORCA LIFT.

Viability of the Pilot

Pilot Project Design, Participant Selection, and Data Collection

In addition to the ESJ concerns, the work plan as originally transmitted did not fully address (1) how fare enforcement would apply to mobile ticketing; and (2) whether the recruitment methods proposed would be robust enough to draw 10,000 participants and the desired amount of data.

In terms of the questions about fare enforcement, the Transit Division responded that participants would use an application that provides visual verification of the ticket, so no additional fare reader equipment or driver training is anticipated to be needed.

A separate part of the pilot project, involving Metro staff participation, would evaluate various more advanced electronic fare enforcement applications in a controlled testing environment.  The goal would be to learn more about the application and relevant issues that would need to be addressed if any or all of the fare enforcement features were implemented. 

In terms of the questions about outreach, the Transit Division explained that outreach would be conducted through Metro’s usual communication channels and that a higher level of recruitment could draw resources away from high priority outreach efforts such as increasing participation in ORCA LIFT. Division staff pointed to the popularity of mobile ticketing applications in other markets, and the high number of responses to recent Metro surveys conveyed through the same methods, as indicators that the pilot program could be successful recruiting the desired number of participants. Recruitment is also addressed in the revised work plan through additional information about how focus groups will be used to collect to ensure data about the pilot project is collected from diverse sources.

Because the pilot project is grant-funded and of a limited time duration, the overall level of risk appears to be relatively low. The Council would have an opportunity to evaluate the success of the pilot project and the viability of mobile ticketing technology in King County when a final report on the pilot is transmitted for acceptance by the Council. The Transit Division has stated that no further appropriation requests related to mobile ticketing or cashless fare technology are expected to come before the Council until the pilot is complete.

Vendor Competitiveness

According to the Transit Division, the transit mobile ticketing market is very competitive with a range of vendors and products. Research on mobile ticketing applications available in other transit markets in the United States shows that at least five different vendors[footnoteRef:13] have implemented mobile ticketing technology in the United States. Additionally, according to the Transit Division, the fare collection market is evolving from a closed, proprietary system toward “open architectures” in which a variety of vendor products may be integrated into a system, further fostering level competition among vendors. [13:  Vendors who have implemented mobile ticketing applications in the United States include GlobeSherpa, Masabi, Unwire, Bytemark, and CooCoo.] 


In response to questions about whether the pilot project could lead to reduced competitiveness by vendors for future stages of a mobile ticketing project, the Transit Division responded that the Request for Proposal (RFP) would clearly outline the potential options to expand the system if desired. The evaluation would assess vendors’ capabilities and experience integrating their products with larger fare collection systems. While this RFP design would provide the County with the option to implement the technology with the pilot vendor selected, that option would transparent to all vendors considering competing for the pilot project, and it would be factored into the evaluation of vendors.

Relation to Cashless Fare System and ORCA Replacement

In the revised proviso response, Metro states, “Further movement towards the cashless goal for Metro will take time, continued testing of new technologies and programs and require Council approval of key policy changes.”[footnoteRef:14] [14:  Page 4 of the Mobile Ticketing Work Plan dated May 2015] 


If it proves successful, mobile ticketing could provide one alternative to cash fares, and thus this pilot could be seen as a step toward a cashless fare system. It could also be seen as an opportunity to inform Metro and the Council about issues related to cashless fare system policy tradeoffs and costs. The Council would have other opportunities to consider cashless fare policies when reviewing the cashless fare system transition proviso response and considering policies and appropriations related to fare collection.

Metro also has a $30 million capital improvement project to partner with regional transit agencies to design and implement a replacement of the regional system that supports ORCA. Planning is getting underway in the current biennium with the region moving towards having a new system in place in 2021. Given that 70 percent of Metro’s riders own a smartphone,[footnoteRef:15] it is anticipated that customer demand could lead to some component of mobile technology in the next generation ORCA system. This pilot project would help inform elements of the future design of ORCA replacement. [15:  According to Metro’s 2014 Rider Survey] 


Relation to Strategic Technology Roadmap for Transit

In an effort to get a planned, integrated, and forward-looking understanding of the evolving technology needs that support Metro in delivering transit services, the Council required development of a Strategic Technology Roadmap for Transit (Ordinance 17941, Section129, Proviso P4). Development of the roadmap is underway and expected to be completed by the fall of 2015.

As a stand-alone demonstration, the mobile ticketing pilot project could move forward simultaneously with work on the roadmap. Technology to serve the evolving needs and expectations of customers will be an important focus of the roadmap, so the results of this pilot project could help inform development of the roadmap. 

Benefit Achievement Plan

[bookmark: _GoBack]The Transit Division completed a benefit achievement plan (BAP) for the mobile ticketing pilot project. The primary benefit of the project is that it would provide Metro an opportunity to assess whether or not it makes sense for King County to implement mobile ticketing. That assessment would be determined by measuring the percentage of cash-paying test participants who switch to mobile ticketing, and whether the per-transaction cost of mobile ticketing is less than Metro’s collection cost per cash boarding.

Metro notes that mobile ticketing technology could also benefit riders who own a smart phone and currently pay using cash. These riders are expected to experience increased convenience and faster boarding compared to paying with cash.

Staff analysis of the BAP for this project is complete, and no remaining issues have been identified. The BAP should be updated upon project completion if the pilot project moves forward.

AMENDMENT

Amendment 1 would replace the Mobile Ticketing Pilot Project Work Plan dated February 2015 with an updated Work Plan dated May 2015. The updated work plan provides additional information about the mobile ticket pilot project’s relation to the regional ORCA replacement project, cashless fare goals, and ORCA LIFT. It also provides additional information clarifying the target market for the pilot project, expanding the efforts that will be made to recruit and collect data from participants, and updating what fare products would be available.

ATTACHMENTS

1. Proposed Motion 2015-0111 (and its attachments)
2. Amendment 1 with attachments
3. Attachment A revised May 2015 – red-line version
4. Transmittal Letter dated March 24, 2015

INVITED

· Matt Hansen, Manager, Customer Communications and Services, Metro Transit Division
· Jill Krecklow, Manager, Finance and Administrative Services, Metro Transit Division
· Chuck Sawyer, Supervisor, Metro Transit Division
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