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SUBJECT:  Transit Fare Increase.
SUMMARY:  The combination of a dramatic rise in fuel costs and additional projected wage related expenses has resulted in significant unplanned expenses; reductions in consumer spending and construction have led to sales tax revenue well below forecasts.  Earlier in the year, the Executive proposed a 25-cent increase in most bus fare categories to address higher fuel costs.  More recently, the Executive has asked the Council to consider an alternate fare increase as part of a broader framework to address the significant projected deficit in the transit budget.

Table 1: Summary of Metro Financial Issues

	
	08-09 Biennium
	Annual 2010+

	Expense Impacts:
	 
	 

	Diesel Fuel Costs
	$36,000,000
	$23,000,000

	COLA 
	$16,000,000
	$15,000,000

	Other/non-COLA
	 
	$8,000,000

	Expense Impact subtotal
	$52,000,000
	$46,000,000

	C
	 
	 

	Revenue Impacts:
	 
	 

	Sales Tax
	-$40,000,000
	-$43,000,000

	New ridership-fare revenue
	$5,000,000
	$3,000,000

	Other revenue
	$3,000,000
	$10,000,000

	Operating Subfund Balance
	$12,000,000
	 

	Revenue Impact subtotal
	-$20,000,000
	-$30,000,000

	C
	 
	 

	Net Budget Impacts without Fare Increase
	$72,000,000
	$76,000,000


The Executive has developed a conceptual framework to address the broader financial issues, though no formal proposal has been made, which includes the following major elements:

1. $0.50 fare increase ($0.25 November 1, 2008 and $0.25 January 1, 2010)
2. No reductions in transit service hours through 2010
3. No reductions planned for Transit Now service or schedule

4. A $65 million conceptual list of capital program cuts and reductions

5. Sale of property

6. Borrowing from reserves

7. A planned $0.25 transit fare increase in 2011

8. Identifying new revenue options for 2010 and beyond that will generate $30-$40 million
The Executive has suggested that Proposed Ordinance 2008-0377 could be amended to include the January 1, 2010 fare increase.  Some other aspects of this framework, such as the capital program reductions, could be addressed in a transit supplemental appropriation ordinance later this year.

Transit Fare Options

Under any fare scenario, Proposed Ordinance 2008-0377 would need to be amended; amendments will be provided at the Committee meeting.  These tables address current fares and options for increases. 
Table 2:  Current Transit Fares

	
	Cash Fare
	Monthly Pass

	One- and Two-zone Off-peak regular fare
	$1.50
	$54.00

	One-zone Peak regular fare
	$1.75
	$63.00

	Two-zone Peak regular fare
	$2.25
	$81.00

	ACCESS fare
	$0.75
	$18.00

	Youth fare
	$0.75
	$27.00

	Senior/Disabled fare
	$0.50
	$9.00


Table 3:  Transit Fare Scenarios

	
	08-09 Biennium
	Annual 2010+

	Regular Fare Scenarios: 

	1. $0.25 Fare increase (11/1/08)
	$12,000,000
	$10,500,000

	2. $0.25 non-peak/$0.50 peak Fare increase (11/1/08)
	$18,250,000
	$15,750,000

	3. $0.50 Fare increase (11/1/08)
	$23,750,000
	$20,500,000

	4. $0.50 Fare increase (staggered 11/1/08 and 1/1/10)
	$12,000,000
	$20,500,000

	Special Category Fare Scenarios 
    (all or some could be added to a Regular Fare Scenario): 

	A. $0.25 ACCESS (11/1/09)
	$177,000
	$214,000

	B. $0.25 Youth (1/1 2009 or 2010)
	$1,032,812
	$1,000,000

	C. $0.25 Senior/Disabled (1/1 2009 or 2010)
	$1,500,000
	$1,250,000


Table 4:  Transit Fare Packages
	Conceptual Package
	Elements of Transit Fare Scenarios
	08-09 Biennium
	Annual 2010+

	Original Package
	 $0.25 regular fare increase 11/1/08 and $0.25 ACCESS fare increase 1/1/09 (1+A)
	$12,177,000 
	$10,714,000

	Current Executive Package
	$0.50 regular fare increase (staggered 11/1/08 and 1/1/10), $0.25 ACCESS fare increase 1/1 /09, and $0.25 fare increase to Youth and Senior/Disabled 1/1/10 (4+A+B+C)
	$12,177,000 
	$22,964,000

	$0.50 Package
	$0.50 regular fare increase and $0.25 Youth fare increase 11/1/08, and $0.25 ACCESS fare increase 1/1/09 (3+A+B)
	$24,959,812 
	$21,714,000


Each of the proposed packages may reduce ridership up to 2% based on Metro’s elasticity mode.  These revenue projections also account for background increases in ridership including to some extent fuel pricing.
ATTACHMENTS:
1.
Proposed Ordinance 2008-0377
2. Executive’s transmittal letter
3.
Fiscal Note for Proposed Ordinance 2008-0377
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