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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION

DATE:	February 24, 2015

TO:	Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors
Michael Mayo, Sr., Chairperson, Transportation, Public Works & Transit Committee

FROM:	Brian Dranzik, Director, Department of Transportation

SUBJECT:	REPORT ON THE BENEFITS AND COSTS OF DISTRIBUTING A UNIQUE ID FOR PARTICIPANTS IN THE PASS PROGRAM FOR PERSONS 65 YEARS OF AGE OR OLDER OR PERSONS WITH DISABILITIES AND A RESOLUTION RECOMMENDING APPROVAL OF IMPLEMENTATION OF THE MILWAUKEE COUNTY FREE PASS PROGRAM FOR JULY 1, 2015, AS NECESSARY TO ALLOW FOR SMART CARD PRODUCTION AND DELIVERY, AND TO MEET THE PROJECTED DEMAND FOR THE MILWAUKEE COUNTY FREE PASS, WHILE ALSO AUTHORIZING THE USE OF A UNIQUE (SMART CARD) ID FOR IMPLEMENTATION OF THE MILWAUKEE COUNTY FREE PASS

POLICY

The Adopted 2015 Budget included an amendment for a new pass program, the Growing Opportunities Pass (Milwaukee County Free Pass) for persons 65 years of age or older or persons with disabilities.  The Milwaukee County Transit System (MCTS) was directed to provide a report on the benefits and costs of distributing a unique ID for participants in the pass program.

If MCTS decides to pursue the distribution of participant IDs, it must obtain approval of the Board.  A resolution for approval accompanies this Report.  


A new Fare Form – Milwaukee County Free Pass

The Milwaukee County Free Pass is a new fare form for MCTS.  Whenever a new fare form or proposed fare change is contemplated, the following factors should be considered prior to implementation:
· Revenue and ridership impacts
· Effects of the change on Title VI (and environmental justice) populations
· Passenger preferences
· Boarding times
· Fare fraud and abuse potential
· Fare revenue administration, staffing levels, and money handling costs
· Fare media costs for commissions, credit card processing, and service agreements
· Fare media printing or production/procurement costs
· Marketing and public information efforts and costs
· Operating and maintenance costs associated with revenue collection equipment
· Regulatory requirements affecting fares for paratransit or round-trip services
· Future costs to the system, including reduction in operating revenues 

With the budget action already in place, MCTS must now go back and revisit many of these considerations.


Medicare Card Considerations

The amendment stated that a Medicare card, which does not include a photo, could be shown on the bus, but there are several drawbacks to this approach.  If only a Medicare card is used as proof of fare:
· There is no photo verification of the passenger because there is no photo on a Medicare card; therefore, passengers may be able to present replica Medicare cards or real Medicare cards for persons other than themselves.
· The Social Security Administration cautions beneficiaries not to routinely carry their Medicare card since a key component of the card is a social security number.
· The bus operator would have to manually push a button on their operator control unit keypad to record the passenger; a process that places an additional burden on the operator and slows down the transaction.
· At times, the operator may fail to record the ride; therefore, ridership information will be incomplete.

If the Milwaukee County Free Pass is issued as a unique (smart card) ID, it can be validated as a fare form by touching it to the farebox smart card target.  Additionally, the cardholder would show the card photo to the bus operator for further verification.  This ensures MCTS is able to continue to leverage the maximum benefit of the significant investment made in the new fare collection system.


The Need for a Unique ID

Issuing a unique ID is one way in which transit systems fight fraud. There is a precedent at MCTS for issuing unique IDs to fare program participants.  The MCTS half-fare card ID was created for individuals who are eligible for a reduced fare but were uncomfortable carrying their Medicare card with them on a daily basis.  MCTS also uses a unique (smart card) ID with photo for participants in the New Freedom and Commuter Value Pass programs.  

In addition, once paper fare media has been transitioned to smart cards, the new farebox system will provide MCTS with the ability to machine validate all fares.  Issuing the Milwaukee County Free Pass as a unique (smart card) ID is consistent with this strategy, which we have already begun to implement:
· Fareboxes are able to quickly verify fares paid with a smart card.
· Smart card technology also enables the deactivation or electronic blocking of any card that is reported as lost/stolen or determined to be abused.

Furthermore, issuing the Milwaukee County Free Pass as a unique (smart card) ID helps to reliably capture ridership, which can then be used to prove the success of the program, as well as improve both reporting and service planning:
· One of several criteria that determine Milwaukee County’s allocation of Federal formula funds for the urbanized area is ridership.
· Service planning is based on ridership information; if older adults and persons with disabilities are not accurately counted, transit planners will struggle to design services that meet passenger demand.


Review of U.S. Transit Systems with Similar Programs 

MCTS is ranked 30th by ridership among the top transit systems in the Country.  Only five (5) of the top 35 major transit systems offer free rides for seniors.  Two smaller, but similar sized transit systems (Providence, RI and Jacksonville) are also known to have such a program.  In reviewing all of these systems, three key points emerged:

1. The majority of these programs are implemented using a unique (smart card) ID.
2. There is not another major transit system that offers both free rides for seniors and persons with disabilities without an income restriction.
3. The majority of free ride programs have a dedicated funding source.  

Table 1- Transit Systems with Similar Programs
	
Community
	
Program
	Smart Card System
	Unique ID Used
	Dedicated Funding for Program
	
Comment/Evolution

	Chicago
	Low Income Seniors and Disabled
	Yes
	Yes
	Sales tax, none dedicated to program
	Started in 2008.  Scaled back in 2011 due to funding – eligibility is restricted to low income.

	Houston
	Seniors 70+ Ride Free
	Yes
	Yes
	1% sales tax, 25% dedicated to program
	
No known changes

	Jacksonville
	Seniors Ride Free
	Yes
	Yes
	Sales tax, none dedicated to program
	In 2014, raised age criteria from 60 to 65. Also, in 2015, a unique (smart card) ID was introduced to reduce fare disputes.

	Miami-Dade
	Seniors Ride Free
	Yes
	Yes
	Sales tax, ½ cent dedicated to program
	Original program was for low-income seniors, but in 2002 it was expanded to all seniors thru  dedicated funding

	Philadelphia
	Seniors Ride Free
	No
	No
	Funded by State Lottery
	
No known changes

	Pittsburgh
	Seniors Ride Free
	Yes
	No
	Funded by State Lottery
	
No known changes

	Providence
	Low Income Seniors and Disabled
	Yes
	Yes
	Funded by State thru a Gasoline Tax
	
No known changes




MCTS directly contacted transit systems in both Providence, RI and Jacksonville, Florida to determine how they implemented similar programs in their communities.  See Table 2 to see how these systems compare to the service area of MCTS and its ridership.

 Table 2 – Systems Comparable to MCTS
	
System/Community
	Population Served
	
Senior Population %
	Total Annual Ridership
	Free Ride Cardholders

	RIPTA / Providence
	1,048,319
	15.5%
	20,483,000
	9,300

	JTA/Jacksonville
	827,481
	10.9%
	12,677,930
	9,300

	MCTS
	955,205
	11.9%
	42,613,675
	Est. of 30,000


Source:  2013 National Transit Database Statistics (and telephone contacts of systems)

Based on the numbers of free ride cardholders in Providence and Jacksonville, it is estimated that MCTS will have to issue about 30,000 smart cards, although it would be reasonable to expect the actual number to be more in the range of 20,000 to 40,000 unique (smart card) IDs or more.  

Of the two programs, the Jacksonville smart card ID was initiated most recently.  In preparation for a January 1, 2015 implementation date, Jacksonville established three (3) locations for issuing unique (smart card) IDs throughout their community using one full-time staff person and eight (8) part-time staffers.  The locations were made available to the public three (3) months prior to the implementation date for approximately 6 hours per day.  A key lesson learned from Jacksonville is that, in retrospect, they wish they had four to six months for distributing cards to eligible participants, not just three months. 


Timeline and Plan for Milwaukee County Free Pass Implementation

Initially, the controlling factor on the timeline for implementing a unique (smart card) ID for the Milwaukee County Free Pass is the scheduling of smart card manufacturing which results in product delivery almost three (3) months after the ordering of cards.  MCTS ordered smart cards for the Milwaukee County Free Pass in December and expects to take delivery by March 1, 2015.  The other major factor controlling the timeline for implementation is the large numbers of projected participants.  Taken together, these factors necessitate an implementation of July 1, 2015.  

Although the equipment, staff and expertise for producing Milwaukee County Free Passes exists at the MCTS Administration Building on North 17th Street in Milwaukee, waiting facilities of the size projected to be needed are non-existent; therefore a conference room will have to be converted to a Milwaukee County Free Pass application processing facility for several months to address the initial surge of applicants.  Other components of the plan thus far, are identified in the timeline below:

December 2014	- 100,000 smart cards were ordered; delivery takes 12 to 14 weeks;
- Template for the Milwaukee County Free Pass Card was produced 
- Milwaukee County Free Pass application was developed –   

January 2015	- MCTS contacted other transit systems with similar programs.

February 2015	- MCTS collaborated with Milwaukee County Department on Aging and Office for Persons with Disabilities towards establishing a Milwaukee County Free Pass distribution schedule that includes trips to Meal Sites at Senior Resource Centers with equipment that can produce Milwaukee County Free Passes on-site;
· MCTS procures additional smart card printers for unique ID production.
 
March 2015	- Smart card delivery expected around March 1, 2015
· MCTS Reports back to TPW&T Committee.

April 2015		- MCTS begins distributing unique (smart card) IDs;
· MCTS Promotes Milwaukee County Free Pass in Handy-News & Notes – see attachment 3. 
· MCTS Promotes/Educates public on Milwaukee County Free Pass process

May/ June 2015	- MCTS continues distribution efforts

July 2015		- July 1, 2015 effective date for new Milwaukee County Free Pass


Milwaukee County Free Pass Eligibility

The intent of the Milwaukee County Free Pass is to provide free bus transportation for persons 65 years of age or older and persons with disabilities.  Although age-based eligibility is easy to determine, a clear definition of disabled is necessary.  MCTS intends to follow the Federal Transit Administration’s lead on this subject.  According to U.S.DOT regulations (49 CFR Part 609) transit systems, such as MCTS that receive Federal Funding from FTA must charge fares that are no more than half the peak fares to elderly and persons with disabilities during the off peak.  The Milwaukee County Free Pass will effectively replace half-fares for eligible participants with free fares.  Section 609.3 defines elderly and “handicapped persons” (persons with a disability) as:

“individuals who, by reason of illness, injury, age, congenital malfunction, or other permanent or temporary incapacity or disability, including those who are nonambulatory wheelchair-bound and those with semiambulatory capabilities, are unable without special facilities or special planning or design to utilize mass transportation facilities and services as effectively as persons who are not so affected.”

With the aforementioned information in mind, there will be four different ways to get a Milwaukee County Free Pass:

1. Present a government issued picture ID card that includes age and proves residency in Milwaukee County.

2. Present a copy of a Medicare card and a government issued picture ID that proves residency in Milwaukee County.  

3. Present a doctor statement describing the nature of your disability on professional letterhead or prescription form AND present a government issued picture ID card that proves residency in Milwaukee County.

4. Present an MCTS issued Half-fare card and proof of residency in Milwaukee County.

In most cases, a Milwaukee County Free Pass will be issued to an eligible applicant right away.  Under #3 above, it will be necessary for a careful review of doctor’s diagnosis of disability and it may take up to 30 days for validation of eligibility and issuance of a Milwaukee County Free Pass.

The Milwaukee County Free Pass application attached to this report will be used to document that eligibility is properly determined by MCTS staff.  Each Milwaukee County Free Pass will be assigned an expiration date approximately three years in the future.  Requiring periodic reviews of eligibility is a common tool that transit systems use to reduce occurrences of pass fraud.  If a card is not renewed it is electronically blocked from future use.


Milwaukee County Free Pass related costs

Costs and revenue of providing a projected number of free rides associated with the new program itself were estimated and included in the budget to the extent possible, but the administrative costs associated with the initial startup of the program were unknown at that time.  

Costs of issuing a Milwaukee County Free Pass as a unique ID primarily include card materials and card administration costs, including refunds as described below:
· Smart Cards, printer operating costs and postage comes to about $1.20 per card.
· Additional smart card printing stations will cost about $3,000 each.
· Full-time and part-time (temporary) staff will be needed to process applications, take photographs, create ID cards, file paperwork, administer databases, maintain systems/equipment, and answer phone calls about the Milwaukee County Free Pass.  The personnel related cost is projected to be on the order of $50,000 to $100,000 in 2015.
· Refunds will be anticipated from individuals that are currently using an MCTS M-CARD that will have the ability to ride free using the Milwaukee County Free Pass after the implementation date.  Refunds could be on the order of $10,000 for fare forms that have been purchased but will not need to be used.

Total initial Milwaukee County Free Pass related administrative and materials costs including creation of a unique (smart card) ID are estimated at $160,000.  The significant threat of fraud associated with any free bus ride program is best mitigated through issuing a unique (smart card) ID.

Another $1,050,000 in lost revenues has been estimated as also not included in the 2015 budget.





Conclusion and Final Observations

The need for accurate ridership information and effective controls on fraud and pass abuse indicate a need for a Milwaukee County Free Pass based on a unique (smart card) ID.  

Since this is an entirely new process and endeavor for MCTS it is difficult to ascertain with certainty what resources will be needed for implementation.  As demand for the Milwaukee County Free Pass is experienced, personnel related costs may have to be increased.  Similarly, office hours or the period of time in which passes are made available may have to increase, resulting in over-time pay and higher than anticipated administrative costs, or both.

Even with a carefully considered plan for Milwaukee County Free Pass implementation, the newness of this initiative cannot be overstated, meanwhile the potential for pitfalls remains.  For example, lines of applicants may form down hallways and out the front door of the administration building creating safety and security concerns.  As such, MCTS, the Department on Aging, DAS – Office for Persons with Disabilities, and the Board of Supervisors need to be fully prepared for constituent calls, especially if demand for the Milwaukee County Free Pass exceeds the short-term ability of transit to meet the need.

Although it is inconvenient for eligible participants to have to go to a central location or meal-site/senior resource center to be issued a Milwaukee County Free Pass ID, consideration needs to be given to the fact that this process helps to ensure that those individuals who are continuing to pay fares are not additionally burdened with costs resulting from Milwaukee County Free Pass fraud or abuse.  

Finally, the implementation plan described above is designed to anticipate obstacles to program rollout, whereas actual operation of a free fare program may introduce additional costs and impacts that have yet to be accounted for.  Since there are many unknowns with regard to the implementation and eventual administration of the program, it would useful to consider the Milwaukee County Free Pass program a pilot program revisiting its value relative to program use and system needs in the future.  


FISCAL NOTE

Attached  


RECOMMENDATION

Approve the resolution authorizing implementation of the Milwaukee County Free Pass Program for July 1, 2015, as necessary to allow for smart card production and delivery, and to meet the projected demand for the Milwaukee County Free Pass, while also authorizing the use of a unique (smart card) ID for implementation of the Milwaukee County Free Pass Program.



Prepared by:    Dan Boehm, Managing Director, MCTS

Approved by:


__________________________________		
Brian Dranzik					
Director, Department of Transportation		

cc:	Chris Abele, Milwaukee County Executive
Marina Dimitrijevic, Chairwoman, County Board of Supervisors
	Kelly Bablitch, Chief of Staff, County Board of Supervisors
	Raisa Koltun, Chief of Staff, Milwaukee County Executive Chris Abele
	John Zapfel, Deputy Chief of Staff, Milwaukee County Executive Chris Abele
	Tieg-Whaley Smith, Director, Department of Administrative Services
Josh Fudge, Fiscal and Budget Administrator, Department of Administrative Services
Anthony Geiger, Fiscal and Budget Analyst, Department of Administrative Services


