Regional Transportation District

Our mission is to meet our constituents’ present and future public transit needs by offering
safe, clean, reliable, courteous, accessible and cost-effective service throughout the District.

RID
Memorandum

To: Director John Tayer, District O

From: Clarence W. ngral Manager

Date: September 6, 2007

Subject: Proposed Fare Increase: Citizen Questions and Concerns

This is in response to your email of 8/20/07.

It is important to note that the RTD is experiencing cost increases and revenue decreases at
this time. Sales tax revenues continue to lag behind budgeted projections, ADA continues to
grow requiring additional expenditures, the labor contract has built in wage and benefit
provisions and health care costs continue to rise for both salaried and represented employees.

We are currently in a position where we have little or no growth capacity for fixed route
services. In fact, we will begin 2008 with a negative balance for service increases due to the
restoration of Routes P, W, T and the CC.

The budget must be looked at in total in light of revenues and expenditures to get a true read
on our current fiscal posture.

I am listing in order each question and the response. Please don’t hesitate to contact me if you
have any further questions:

- Tayer Question: What are the precise dollar figures we are talking about when we
speak of major increases in fuel and ADA service costs and what percentage of the budget do
these increased costs represent (it also would be good to get these figures for the past few
years)?

--Response: Seven year breakdown of budgeted diesel fuel and ADA service costs are:

ADA ADOPTED BUDGET

YEAR FUEL COST INCREASES SERVICE COST INCREASES
---2002: District budgeted amount: $0.72 $18,247,000
---2003: District budgeted amount: $0.85 $18,676,000
---2004: District budgeted amount: $0.97 $19,667,000
---2005: District budgeted amount: $1.67 $20,943,000
---2006: District budgeted amount: $2.22 $24,833,000
---2007: District budgeted amount: $2.30 $29,798,000

---2008: District budgeted amount: $2.38 TBD



-

While the District has been able to lock in fuel costs below budget in some of the years
listed above, you can clearly see the dramatic and consistent per gallon price escalation
each year. A good rule of thumb is every one cent per gallon increase translates to a
$100,000 cost to RTD. While discussion has centered on the dramatic rise in fuel
costs, there are several issues that act as “wild cards” in terms of their unknown
impact on our base operating budget. These are fuel costs, access-a-Ride service
costs, and health and welfare (medical, dental, etc.) costs for our represented
employees and health care costs for our salaried employees. All of these factors have
huge budgetary impacts to our base operating budget and all are dramatically affecting
our budget. As fuel costs continue to increase, next year the District is budgeting
$2.38 per gallon for diesel fuel which translates to $ 27,913,830 for 2008. This
budget figure assumes that next year we will be able to lock-in fuel costs at $2.38 a
gallon, which is unknown at this time since the current market price for diesel! fuel is
$2.50 per gallon which is more than 20 percent higher than we now pay. This per
gallon budget figure of $2.38 represents the highest per gallon fuel cost budgeted in
District history. Access-a-Ride service costs continue to escalate to the tune of
$29,798,000 in 2007, a 20% increase over 2006. Over the past five years, 2002-
2006, access-a-Ride costs have jumped by 53.4% while ridership demand has soared
by 28.3%. Our Collective Bargaining Agreement (CBA) with the union requires the
District to pay 50% of all monthly increases in health and welfare costs for represented
employees. The 2007 impact was a $1.8 million increase in budgeted costs.
Additional 2008 and 2009 impacts are not known at this time, but we are all but
certain that they will be going up. These three costs alone represent 19.1% of the
District’s 2008 operating expenses.

Tayer Question: What is the drop in total RTD revenues that RTD is experiencing and

what component of this revenue drop is associated with lower then expected sales and use

tax?

Response:
Year-to-Date Receipts Year-to-Date Plan Difference
Sales Tax $184,058,626 $187,145,477 -$3,086,850 -1.6%
Use Tax $17,738,146 $18,222,086 -$483,940 -2.7%
Total $201,796,772 $205,367,563 -$3,670,790 -1.7%

Sales and use tax revenues received through June 2007 are $3.570 million
lower than plan. This decrease reflects the District sales tax collection experience year-
to-date. Other operating revenues, farebox revenues and advertising revenues, are
$2.008 million higher than plan through June 2007. The net decrease in Sales and Use
tax revenues and Fare revenues compared to plan through June 2007 is $1,563 million.

Tayer Question: How have RTD’s fare increases, including the proposed new fare

increases, compare with the rise in CPI since 1997 (the first year in the fare history chart staff
provided)?



Response: The change in the Consumer Price Index — All urban consumers for the
Denver-Boulder-Greeley area since 1997 through 2006 has been 25.04%.

In 1997 the District’s local peak cash fare was $1.25, the proposed local cash fare for
January 2008 is $1.75, a 40% increase, the District’s regional cash fare was $3.00, the
proposed regional cash fare for January 2008 is $4.00, a 33% increase, and the District’s
express cash fare in 1997 was $2.00, the proposed cash fare for January 2008 is $3.00, a
50% increase. Please note that RTD has been impacted by fuel and labor costs
disproportionately hard.

it should be noted that the proposed cash fare increase would have to absorb any
additional change in the Consumer Price Index (CPl) between January 2008 and the next
planned fare adjustment in January 2011. The CPl is forecasted to increase 3.2% annually in
2008 through 2011.

- Tayer Question: Why is it that the Teen Pass is taking what appears to be a
disproportionate hit of $25 to $31 (at 20% increase v. what seems to be about a 12% percent
or so increase | the other fares)?

Response: It is recommended that the Teen Pass discount be amended to reflect the
added costs associated with school tripper services. Seniors and individuals with disabilities
often ride during off peak hours when RTD has excess capacity on existing services. School
tripper services utilized by Teen Pass holders add cost to RTD due to the fact that they require
additional service be provided during peak hours to meet the increased demand generated by
school ridership. Accordingly it is recommended that the Teen Pass discount be reduced to be
more in line with the discounts offered to seniors and individuals with disabilities. As a result
of the Public hearings, Staff is recommending that the Teen Pass be increased from $25 to
$30, a 20% increase.

- Tayer Question: Some have complained that the fare increases are coming too late in
the year for company’s to adjust their 2008 budgets. The concern is that this poor timing will
force businesses to drop their Eco Passes. This has raised interest in delaying the fare
increases for a year or, at the very least, to phase the fare increase in over two years (so the
initial hit is not so dramatic). To turn this concern into a question, what would be the
budgetary effect of a partial phase-in of the proposed fare increases in 2008, maybe at the 6%
rate, and completing the fare increase in 2009?

Response: Organizations typically do a mid-year or amended budget, just as the District
recently did and presented to the RTD Board for approval. As you know, the Eco Pass
program is a deeply-discounted pass program that employers, colleges and neighborhood
groups offer to all of their employees, students or neighbors. The idea is similar to group
insurance that is offered to all, but utilized only by some so that costs can be kept low.
Pricing for Eco Pass and its other component passes is largely based on the ridership that
exists at a company, college or neighborhood at the time the contract is initially completed.
With the increase in gasoline prices and our resultant increase in ridership, we know that many
more people are now using their Eco Passes to take RTD, in excess of the originally calculated
utilization rates. However, there has been no corresponding increase in Eco Pass,
Neighborhood Pass or College Pass revenues to RTD.






