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Overview
ORCA card fees are designed to help recover costs incurred for the purchase and processing of ORCA cards (approximately $8/card). Metro recognizes the concern about ORCA card fees acting as a barrier and wants to minimize the burden of transit costs, especially on those least able to pay, while balancing Metro’s other objectives, such as coordinating regionally, recovering costs, and maintaining service. 

After evaluating several options, we are working with regional partners to achieve Metro’s preferred card fee structure: 
· Adult/Youth: $3 initial cards, $3 replacements
· ORCA LIFT: $0 initial cards, $3 replacements (for lost cards, not renewals – replacements currently $5)
· RRFP: $0 initial, $3 replacements

This approach will make card fees more affordable for all customers, while providing an extra discount to our low-income and senior/disabled riders who need it most and covering some of the card costs. It best balances Metro’s competing objectives and serves as a compromise to which regional partners can agree. Metro will learn more about our customers’ barriers to transit use and potential solutions though Phase II of the fares work program.  

Background & Decision-Making Process for Adult and Youth Card Fees
Table 1 (back page) highlights the advantages and disadvantages of each option that Metro considered for adult and youth card fees (reducing them from $5 to $3, eliminating them, and loading the cards with value equivalent to the fees). 

Metro evaluated these options within the context of this key background information:
· Metro’s customers have not identified card fees as a significant barrier (in the 2015 Rider/Non-Rider survey, only two percent of riders who use cash identified the card fee as one reason why they do not use an ORCA card)
· Metro’s mobile ticketing pilot project, which Metro plans to shift into a stable product, provides an alternative to cash or ORCA use at no extra cost to customers (especially helpful for infrequent users).
· ORCA brings unique benefits to users, such as interagency transfers, that have value and cannot be done without the ORCA card. 
· Card fees offset costs to the organization:
· Each ORCA card costs Metro approximately $8 in card, administration, and process costs ($2.50 in card cost, tax, credit card fees, and the remainder in staff time to process the card and handle the sale). 
· Card fees help recover some of these fixed costs. A lower fee covers less of Metro’s costs.
· Card costs must be recovered somehow, if not through card fees (ex: lower costs elsewhere or higher overall fares). 
· Card fees help customers understand that ORCA cards have value. 
· Business accounts purchase 77 percent of ORCA cards each year and would accrue a much greater benefit than individual customers. 
· Metro needs to balance discounts with service. Decreasing revenue could require Metro to cut or limit the expansion of service.
· Regional coordination and technical challenges also limit Metro’s ability to act:
· The seven participating transit agencies on the ORCA Joint Board established the ORCA card fee. 
· Any system-wide change to reduce or waive the card fee requires unanimous agreement by the ORCA Joint Board.
· Technically, Metro could set its adult and youth card fees to a different value than regional partners. However, Metro could only do so for ORCA cards sold at Metro’s customer service center, through ORCA-to-Go, and through business accounts. Metro could not change the fee for cards sold on the ORCA website, at Ticket Vending Machines (TVMs), or through retailers. This would result in different costs at different locations, which would confuse customers and could potentially cause negative customer interactions and perceptions. 
· Any change to the card fees would require ORCA system changes, but selling cards with loaded value automatically and system-wide would require much greater, more expensive, and more time-consuming changes because the functionality does not currently exist. 

Final Recommendation for Adult and Youth Card Fees: 
· After considering the advantages and disadvantages outlined in Table 1 (back page), Metro recommends working with ORCA partners to reduce the adult and youth card fees from $5 to $3.
· This approach will make card fees more affordable for customers while continuing to cover some of the direct costs of providing the benefits of the ORCA card.   
· The region is ready to recommend this approach to the ORCA Joint Board. 
· Metro’s outreach has shown that most customers do not see card fees as a significant barrier to ORCA use. Lack of awareness, difficulty of managing an ORCA card and account, and apprehension about the complex ORCA system are the primary barriers to ORCA use. Metro will further research and design appropriate responses to these barriers as part of Phase II of its fares work program, and Next Generation ORCA will do much to alleviate these barriers. 


Table 1: Comparison of Options for the Adult and Youth Card Fees
	Option
	
	Reduce fees from $5 to $3
	Eliminate fees ($5 to $0)
	Load Value on Card

	Description
	
	Work with ORCA partners to reduce adult and youth fees from $5 to $3
	Work with ORCA partners to eliminate adult and youth card fees 
	Charge customers $5 for adult and youth ORCA cards, but load $5 worth of E-purse value on to card at time of purchase

	Pros
	Budget Impacts

	- less revenue loss than other options
- allows Metro to recover some costs of the card ($8/card) 
- incentivizes customers to value ORCA cards
	No pros
	No pros

	
	Customer Impacts
	- reduces upfront cost to use ORCA  

	- most benefit to customers 
- eliminates the up-front cost of the fee as a barrier
- simplifies the ORCA card fee process
	- would benefit customers by reducing their costs overall (but not upfront costs)
- would likely lessen the barrier that card fees pose for some customers

	
	Regional Consistency
	- ORCA partners have already agreed to propose reducing the fees to $3 to the ORCA Joint Board
	No pros
	No pros

	Cons
	Budget Impacts
	- moderate revenue loss ($700,000/year), plus $50,000 - $100,000 for technical changes 
- Metro would recover less of the card costs ($8/card) than now
	- more significant revenue loss ($1,670,000/year), plus $50,000 - $100,000 for technical changes 
- does not recover any of Metro’s card costs ($8/card)
- does not incentivize customers to value ORCA card
	- more significant revenue loss ($1,670,000/year), plus $100,000 - $200,000 for technical changes
- does not recover any of Metro’s card costs ($8/card)
- double hit on revenue loss - Metro would only get a portion of the value loaded back as fare revenue because customers could use it for travel on other agencies (Metro would subsidize those trips)
- does not incentivize customers to value ORCA card


	
	Customer Impacts
	- less financial benefit to customers than eliminating the fee
- the fee could still serve as a barrier to some customers

	No cons
	- would not reduce barrier for some lower-income riders who might not be able to afford the up-front costs of the ORCA card
- more confusing than reducing or eliminating the fee 
- could inconvenience customers who want to apply the E-purse value that Metro loaded toward a monthly pass

	
	Regional Consistency
	No cons
	- not likely to achieve regional consensus
- would require additional conversations with regional partners
- should Metro choose to waive the fee without regional consensus, it would result in different fees at different purchasing locations, which could confuse customers
	- not likely to achieve regional consensus
- would require additional conversations with regional partners


	
	Technical Impacts
	- would require technical system changes (changing default fee at all sales channels – customer service offices, mobile outreach sales, retail stores, TVMs, and on three websites)
	- would require technical system changes (customer service offices, mobile outreach sales, retail stores, TVMs, and on three websites)

	- functionality to sell cards with loaded value automatically and system-wide does not currently exist in the ORCA system
- it is not possible for Metro to implement this change without other agencies’ support
- would require significantly greater technical changes to the ORCA system, ORCA TVMs, business processes and cardholder agreements



