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[ SYNOPSIS ]

This Report Digest is an abbreviated version of the Executive Summary.
A complete Executive Summary is contained in Volume 1 of the report.

The RTA, CTA, Metra, and Pace are facing a serious financial

shortfall. Revenues are not sufficient to pay for current operations,
capital renewa programs, and new services.

1

10.

The three Service Boards (CTA, Metra, and Pace) operate

independently. Given the financial and operational challenges

facing mass transit in northeastern Illinois, the role of the RTA
needs to be clarified and strengthened.

The General Assembly may wish to consider severa statutory

changes to address mass transit in northeastern Illinois:

e Change the governance structure. Such changes could range
from enhancing the RTA (e.g., planning, reviewing budgets,
finance, coordination of fares, performance measurement, and
oversight of operations) to centralizing governance.

¢ Review the funding formula. Service Boards are funded by
sales taxes that are distributed by statutory formula, which has
remained unchanged since itsinception in 1983.

¢ Review the RTA Board membership. The current allocation of
RTA Board membersis not consistent with the population
distribution of the 2000 federal census. Also, only one of the
three Service Boards is represented on the RTA Board.

The Service Boards operate a fleet of buses and rail carsthat are

aging and facing significant replacement costs.

Passenger tripson CTA, Metra, and Pace decreased from

743 million in 1985 to 543 million in 1997 (fewer passengers using

CTA buses), but have since increased to 598 million in 2005.

The Service Boards' operating expenses have increased slightly in

constant dollars since 1985 ($1.88 billion in 2005 vs. $1.76 billion

in 1985), even though ridership fell by 20 percent.

In the past five years, the operating cost of Service Boards has

increased 6.5 percent annually while the operating revenues have

increased only 2.2 percent annually.

RTA salestax collections have increased dlowly from $623 million

in 1985 to $700 million in 2005 (in 2005 dollars).

The percent of operating expenses covered by fare revenues fell

from 43 percent in 1985 to 35 percent in 2005.

Some opportunities exist to improve efficiency and effectiveness

through increased coordination, decreased redundancy, and

improved operations.

CTA’sretirement plan is severely underfunded and its condition is

worsening: actuaria liabilitiesincreased from $2.2 billion in 2000

to $3.5 hillion in 2006, while assets declined $500 million.

e The CTA Plan faces a shortfall for post-retirement healthcare
benefits and funds may be depleted in 2007, per its actuary.

e The General Assembly may wish to consider revising the
governance structure for the CTA Retirement Plan by adding
public membersto the g_;overni ng committee.
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INTRODUCTION

The Illinois House of Representatives adopted Resolutions
Number 479 and 650 in 2005 which directed the Office of the Auditor
General (OAG) to conduct financial, compliance, and performance audits
of the four mass transit agencies in northeastern Illinois (see Appendix A
of the performance audit for the Resolutions): the Regional
Transportation Authority (RTA), the Chicago Transit Authority (CTA),
Metra, and Pace.

e Thefinancia audits have already been released and separate
compliance audits are being released with this audit. The compliance
examinations do not contain any material findings.

e The OAG contracted with Infrastructure Management Group of
Bethesda, Maryland to provide assistance with this performance audit.

REPORT CONCLUSIONS

The transit agencies of northeastern Illinois are facing a serious
financia shortfall. Revenues for mass transit are not sufficient to pay the
cost of current operations and capital renewal programs, nor provide new
services. The Service Boards operate afleet of buses and rail carsthat are
aging and facing significant replacement costs.

In 2005, CTA carried 492 million passengers and had expenses of
$1.21 billion. Metrawas the second largest of the Service Boards and
carried 69 million passengers; its total expenses were $504 million. Pace
was the smallest and served 37 million passengers with total expenses of
$160 million.

This report presents the results of our audit of the RTA, CTA,
Metra, and Pace, which are summarized below.

1. PLANNING. The RTA needsto take astronger role in planning and
reviewing the budgets of the Service Boards.

e Thethree Service Boards undertake their own separate planning
activities.

e TheRTA hasresponsihilities for regional transit planning and
recently commenced the Strategic Regional Transportation Plan
with input from the Service Boards. This Plan is an important
first step but more centralized planning and control is needed given
the financia crisis facing mass transit in northeastern Illinois.

e Thelack of strong, centralized planning, and the absence of along-
term plan that encompasses financial, programmatic, and
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operational aspects of the Service Boards and the RTA contributes
to the problems that face mass transit in northeastern Illinois.

2. STATUTORY CHANGES. The General Assembly may wish to consider
severa statutory changes to address mass transit in northeastern

lllinois:
The General e Changethe governance structure. Changes by the General
Assembly may wish Assembly could range from clarifying or increasing the RTA’s
toreview the operational and oversight role (e.g., in planning, finance,
gover nance coordination of fares, technology, performance measurement, and
structure over the oversight of operations) to restructuring and centralizing the
Service Boards. governance system.

e Review thefunding formula. The RTA funding formula has not
been adjusted since its inception in 1983.

e Review the RTA Board membership. The current allocation of
RTA Board membersis not consistent with the population
distribution, as reported in the 2000 federal census. Also, only one
Service Board (CTA) isrepresented on the RTA Board while the
other two Service Boards (Metra and Pace) are not.

3. PASSENGER TRIPS. Passenger trips decreased from 743 million

in 1985 to 543 million in 1997; since then they have increased to

598 million in 2005.

e Total ridership for the three Service Boards has decreased because
fewer passengers are using CTA buses. 1n 1985, CTA buses
accounted for nearly two-thirds of the Service Boards' trips and
carried 487 million passengers, whilein 2005 CTA buses carried
303 million passengers (51% of Service Boards' trips).

e Asthe population has grown in the suburbs, an increased number
of residents are using commuter rail. Metra’s commuter rail
passengers have increased from 62 million in 1985 to 69 million
in 2005.

e Ridership on Pace buses has decreased dlightly from 1985 to 2005.

4. FINANCIAL MANAGEMENT. RTA revenues are insufficient to pay the
continuing cost of programs or funding new services.

e Operating costs for the Service Boards have increased over the past
fiveyears at 6.5 percent annually while operating revenues have
increased only 2.2 percent annually.

e Other undesirable effects, such asinadequate investment in
plant, fleet, and equipment, and the erosion of liquidity, have little
public visibility because the budget approval process neglects
re-investment in capital assets.

5. REVENUES. Service Boards have primary operating responsibility,
including setting fares.
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e Operating costs have grown faster than operating revenues over the

past five years.

e CTA generated about 59 percent of the total operating revenues of
Service Boards in 2005, followed by Metra (34%) and then Pace.

6. FAREBOX RECOVERY RATIO. The

Service Boards' operating budget
looks nearly the same in 2005 asiit
did in 1985, when measured in 2005
dollars. Combined expenses
increased from $1.76 billion in 1985
to $1.88 hillion in 2005. However,
average farebox recovery ratio fell
from 43 percent in 1985 to 35 percent
in 2005 as costs per passenger
climbed faster than fare revenues.
This farebox recovery ratio is
different than the one used by the
RTA, which excludes certain
expenses, such as some pension and
security costs.

. SALESTAXES. Salestaxes provided
to the RTA have increased slowly

Definition
FAREBOX RECOVERY RATIO

As used in this audit report,
farebox recovery ratio equals
the ratio of passenger revenues
to operating costs, excluding
depreciation.

e This report used the Service
Board's National Transit
Database (NTD) submittals
for farebox recovery ratios.

e This definition differs from a
similar ratio calculated by
RTA, which is referred to as
the “recovery ratio.”

e The RTA’s recovery ratio
includes all operating
revenues and excludes
certain costs (such as
certain pension, security,
etc.).

Thefarebox
recovery ratio fell
from 43% in 1985 to
35% in 2005.

from $623 million in 1985 (measured in 2005 dollars) to $700 million

in 2005.

e RTA receives 1 percent of the salestax revenue in Cook County
and 0.25 percent in the collar counties.

e Eighty-five percent of the sales tax proceeds are distributed by
formulato the Service Boards, with CTA receiving the largest
share (47%), followed by Metra (41%) and then Pace.

e TheRTA used the remaining 15 percent of salestax revenues for
RTA costs and for discretionary uses. Of the discretionary funds
allocated to the Service Boards, CTA received 95 percent.

. STAFFING. The audit benchmarked Service Boards performance

against peer transit agencies throughout the United States.

e CTA paysits“top” bus operators and top vehicle maintenance
employees the second-highest wage rates when compared to its

peers. CTA hasthe highest employee benefits rate per salary/wage

dollar of its peers, driven primarily by CTA’s very high pension
costs. Absenteeism at CTA costs approximately $46 million per

year for bus and rail operators.

e Metra stop wage rate islower than its peers. Metrawas near the
peer average for total productivity. Itslabor costs per unit of
service are low. Metra s employee benefits ratio is well below
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average. Metrawas |lower than peers on operator productivity
because it is more of a peak-time operator than its peers.

e Pace's“top” hourly operator wage rate is about the same as the
average of the peer group. Pace is above the peersin its “top”
vehicle maintenance rate. It rates highly in its peer group for all
aspects of cost-efficiency and productivity of its labor resources.

9. COORDINATION AND REDUNDANCY. Opportunities exist to improve
the efficiency and effectiveness of transit operations through increased
coordination and reduced redundancy.

CTA, Metra, and e CTA, Metra, and Pace function independently with little

Pace function coordination of operations; they also do not coordinate their fares
independently with even though CTA and Pace compete for bus markets.

little coor dination of e The Service Boards are experiencing financial difficulties due to
operations. aging fleets, deferred maintenance, and service expansion.

e These Service Boards are planning for costly capital expansion
(i.e., new federal projects called “New Starts’) that may compete
with each other for limited State funds.

10. PENSIONS. The CTA Retirement Plan (Plan) isin extremely poor
financial condition and is deteriorating at arapid rate. As of
January 1, 2006, the Plan was 34 percent funded; it was 80 percent

CTA;: S %egds' otn plan funded on January 1, 2000 (in 2003, the 2000 funded percentage was
WE:S gzo/ a ‘ restated to 67 percent). The actuarial liabilities have grown from
only 547 aso $2.2 billion on January 1, 2000 to $3.5 billion on January 1, 2006 and

January 1, 2006. are projected to grow to $4.0 billion by January 1, 2009. At the same

time, the actuarial value of assets has decreased from $1.7 billion to

$1.2 billion and is projected to decline to $0.8 billion at the beginning

of 2009 (when the Plan is expected to be 20% funded).

e CTA took pension “holidays’ in 1994, 1995, and 1997, raised
pension benefits by 16 percent in 2000, and had negative
investment returns in 2001-2002.

e Since at least 2003, reports from the Plan actuary have warned of
danger to the funding status of the CTA Plan.

e CTA and its employees currently contribute 9 percent of payroll to
the CTA Plan although the actuarially recommended contribution
isover 50 percent for 2006.

e The process of setting contribution rates through the collective
bargaining processis not common among transit agencies.

e |n 2006, Public Act 94-0839 was enacted which requires the CTA
to fund its pension Plan at the actuarially recommended amount in
2009; thiswill result in an increase in funding from $50 million in
2006 to approximately $240 million in 2009 ($150 million for
pension and $90 million for healthcare).

e The CTA Plan actuary projected a 50 percent chance that the
healthcare funds will be depleted by July of 2007.
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RECOMMENDATIONS

The audit contains three matters for consideration by the General

Assembly. In addition, the audit also identified deficienciesin 47 areas
and recommended more than 130 specific actions by the RTA, CTA,
Metra, and Pace.

The matters for consideration by the General Assembly were as

follows:

PLANNING AND GOVERNANCE. The General Assembly may
wish to consider examining the current organization structure and
governance of transit operations in northeastern Illinois. Specificaly,
the General Assembly may wish to consider strengthening the
Regional Transportation Authority Act to provide the RTA with a
greater role over financial and programmatic planning in the RTA
service area. Such responsibilities could include revising the Regional
Transportation Authority Act to incorporate a comprehensive strategic
planning process as a statutory requirement.

The RTA could be given the direct responsibility to review and
approve major service expansion programs, including a comprehensive
analysis of aternatives, before significant project development funds
are expended on these projects.

More detailed system performance measures could be added to the
Regional Transportation Authority Act with the requirement that they
be reported annually to the General Assembly and the public.

The anticipated goal of such legislative action would be to bring about
amore coordinated and efficient system of masstransit delivery in
northeastern Illinois. Finally, an examination should include
consideration of legislation to strengthen the RTA’srole in the budget
process, coordination of fares and technology, and oversight of
operations.

COMPOSITION OF THE RTA BOARD OF DIRECTORS.
The General Assembly may wish to consider reviewing the current
composition of the Regional Transportation Authority Board to
determine whether a change is needed to comply with the
representation provisions of the Regional Transportation
Authority Act.

CTA RETIREMENT PLAN. The General Assembly may wish to
consider requiring the CTA to revise the governance structure for the CTA
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Retirement Plan by adding one or more public members to the governing
committee.

The audit recommendations were as follows:

1. The RTA should develop and oversee a process that ensures that
adequate planning and coordination of service routes occurs.

e Standards should be developed which set forth guidelines for
establishing new routes, with an important factor being that
adequate consideration will be given to assigning new routes to the
least cost carrier when service routes overlap.

e Sub-regiona route studies should be organized as a part of asingle
regional transit planning activity, with the overall work program
agreed to on aregional level, and the rules for participating in the
studies set at the regional level.

¢ Included should be an examination of the feasibility and cost
savings that could be realized by transferring non-overlapping
routes to the low-cost carrier.

2. The RTA should establish afare system for all Service Boards that

fosters intersystem transfers.

e The fare system should charge customers the same amounts for the
same types and travel distances of service among al modes.

e Furthermore, RTA should work toward establishing more uniform
fare mediaamong all Service Boards.

e Should the RTA require additional legislative authority to deal
with regional fare issues, the RTA should seek such authority.

3. The RTA should work in conjunction with CTA, Metra, and Pace to:

e Definethe critical 15-25 measures that best measure the
achievement of each agency’s mission, including aspects of
financial, customer service and productivity performance, and
publicly report them on aregular basis;

e Establishits own set of performance measures;

e Develop key indicators that link performance for all of the
agencies, such as on-time performance, ridership, mean distance
between failures (mechanical reliability), safety metrics (employee,
passenger and vehicle accidents), financial measures, customer
service metrics, and fostering of intermodal and inter-Service
Board trips;

e Convene aworking group, as part of the strategic plan, to share
“best practices’ in performance evaluations and performance
measurement; and

e Additionally, the RTA, CTA, Metra, and Pace should use these
performance measures to eval uate the performance of al
managers.
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4. The RTA should conduct along-term, comprehensive strategic
planning process that sets a structure and broad guidelines
encompassing financial, programmatic, and operational functions of
the Service Boards and the RTA. The RTA should perform this
strategic planning process on an ongoing basis.

In addition, regarding major new Service Board initiatives, such as
New Starts projects, the RTA should establish a set of criteriafor
funding and prioritizing such initiatives across al agencies. Such
criteria could include:

e How does the proposed project fit within the regional long-range
strategic planning process;

What isits priority;

What is the desired schedule;

What resources are available; and

Which transportation mode is preferred.

5. The RTA should take the steps necessary to reduce the backlog in the
processing of applicants for ADA certification.

6. RTA should revise the incentive system in the contract with the call
center contractor to enable them to increase their call capture rate
without violating RTA’s current budgetary constraints.

7. Regarding maintenance operations, the CTA should:
e Ensure that reporting of performance indicatorsis consistent across
various performance reporting documents;
e Review customer perceptions of cleanliness in upcoming customer
satisfaction surveys; and
e Complete the process of revising the data reported to FTA with
respect to major and other failures.

8. Regarding bus maintenance and management operations, the CTA

should undertake the following activities:

e Conduct regular evaluation of the MMIS system rollout to ensure it
ison schedule;

e Develop MMIS measures and reports that will maximize
productivity;

e Develop adetailed recruiting and employee retention strategy;

e Prioritize labor rule changes CTA will seek in the next round of
collective bargaining; and

e Continue with innovative efforts to develop human capital,
including training current employees.
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9. CTA should take the following actions to improve the safety of its
operations:

e Become aparticipant in the APTA Bus Audit Program and request
an APTA Peer Review for the Bus System;

e Integrate operating/represented personnel into the agency’s safety
programs;

e Formalize procedures that delineate clear accountability for
implementation of follow-up action for personnel related to
specific safety concerns;

e Improve communication of safety objectives to employees,

e Review options for revising employee incentive programs. This
may be an opportunity to involve unionized workforce to identify
effective incentive programs;

e Review the application of discipline as a disincentive for
improving safety performance;

e Finalize and implement the Bus System Safety Plan;

e Clarify the leadership role of the Safety Department for facilitating
the resolution of outstanding safety issues internally (completion
of Bus System Safety Plan) and externally (response to APTA
Safety Audit); and

e Consider modifying the Injury-On-Duty rate calculation
methodology to one that is not dependent on the period of time
being reviewed.

10. Regarding customer service operations, the CTA should:

e Continueto proactively evaluate and implement new technology
options to enhance the customer experience;

e Add detail to the monthly customer complaint/commendation
report to understand and target priority areas for management
attention to ensure better customer service; and

¢ Research the high abandonment rate and ascertain whether it is
based on the website referral or the long waiting time.

11. Regarding the AECOM recommendations, CTA should undertake the

following actions:

e Prioritize implementing recommended changes based on financial
benefit and likelihood of implementation;

e Work with labor representatives to find common ground
where changesin labor rules can be beneficia to both CTA
and its employees;

¢ When the next round of collective bargaining takes place, seek key
labor changes to enact the recommendations; and

e |f arbitration isrequired, be prepared to provide detailed
analysis of the benefits of requested changes and the effect on
bargained-for workers.
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12.

13.

14.

15.

16.

17.

18.

Metra should implement MMIS to better facilitate the tracking and
monitoring of maintenance trend data.

Metra should implement programs to formalize the collection and
review of safety trend data.

In addition, Metra should continue its efforts to improve the safety of
grade crossings.

Metra should continue to focus on NTSB recommendations from the
2003 derailments including re-establishing and broadening the
simulator training program and continuing steps towards the
installation of a positive train control system.

Metra should implement a Violation Tracking System that will store
and analyze information about rules violations that occur on the
system.

Metra should begin compiling a customer complaint/recommendation
report to target priority areas for management attention and to provide
systematic tracking and service trends for reporting to the Board and
genera public.

In the absence of any other funding sources, Pace should consider
increasing the cost of vanpool service to improve farebox recovery and
decrease vanpool operating subsidies. A study of the elasticity of
demand for vanpool service would help assess the effect of this
decision.

Pace should roll out the new risk management, customer service, and
ERP systems astimely asfeasible.

Pace should focus on more efficiently producing regular monthly and
quarterly reports and altering business processes to reduce redundant
data entry, even before the new systems come online.

Regarding safety, Pace should:

e Consider rolling out an Onboard Video Safety System on all routes,

e Implement performance goals and track success regarding the
Zero Accident Program;

¢ Update the system safety program plan to include a description of
emergency procedures and how Pace would work with public safety
and other agencies in an emergency; and

e Conduct aformal study of implementing atransitional return to
work program to reduce lost workdays.
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19. Pace should adjust IBS on-time data to reflect reasonable (departing
early or arriving a atime point less than five minutes) deviation
from the schedule, identify reasons for deviation, and adjust routes
or schedules as needed. Pace should also track routes that repeatedly
appear on the action/review or watch list in the quarterly performance
review.

20. The Service Boards should follow-up on areas where the staffing
benchmarking data indicated that performance could be improved and
determine whether changes can be made.

The CTA Attendance Improvement Program, now underway, should
be treated as one of the CTA’ s highest priorities, with implementation
and accountability delegated to middle and first-line managers, with
frequent reporting and monitoring of performance. Improving CTA’s
systems for tracking non-work time and providing accurate, timely,
and relevant information to all levels of management on adaily basis
isan important part of this effort.

The CTA should explore ways to expedite the arbitration process to
significantly reduce the time it takes to finalize labor agreements.

21. The CTA should:

e Develop aplanto fund the CTA employee pension plan, as
required by Public Act 94-0839;

e Pursue aternatives to setting contribution rates through the
collective bargaining process, given that such a process has
resulted in drastic underfunding of the pension plan;

e Examine the 9 percent investment return assumption;

e Develop and implement a plan to fund the post-retirement
healthcare plan;

e Pursue al possible cost reduction strategies of the post-retirement
healthcare plan that have not already been implemented;

e Monitor the Plan’s compliance with the retiree healthcare
subordination test, under Internal Revenue Code Section 401(h)
and develop plans to help assure continued compliance;

e Examinethe feasibility of the CTA making all contributionsto
employee pension plans (along with a commensurate decreasein
employee compensation) and the potential costs savings that could
accrue;

e Review thefeasibility of changing the defined benefit plan to a
defined contribution plan, such asfor new employees starting
employment with the CTA; and

e Identify any matters or changesin State law that require legisative
action regarding pension and post employment healthcare benefits,

Page xii



PERFORMANCE AUDIT —MASS TRANSIT AGENCIES OF NORTHEASTERN |LLINOIS

22.

23.

24,

25.

26.

27.

28.

and present these mattersto the General Assembly for its
consideration.

The CTA should take the action necessary to ensure that its various
supplemental pension plans are adequately funded and trusted to
protect the interests of the beneficiaries of these plans.

RTA, Metra, and Pace should:

e Continue to take the actions necessary to ensure the pension plan is
adequately funded,

e The parties should periodically review the 8.5 percent investment
return assumption; and

e The parties should consider phase-out of the lump sum option.

Pace should take the action necessary to ensure that pension plans are
adequately funded. Such action could include ensuring that
contribution rates included in collective bargaining agreements are
actuarially sufficient; pursuing alternatives to setting contribution rates
through the collective bargaining process; or setting up defined
contribution plans to replace the defined benefit plans, as has been
done for other Pace bargaining unit employees.

In the absence of any other funding sources, the CTA should consider
adjusting itsrail fares and its monthly pass rates to reduce its projected
operating subsidy requirements and to improve its rate of cost
recovery.

In the absence of any other funding sources, Metra should consider
increasing its fares and exploiting under-utilized sources of non-fare
revenues, such as from concessions and advertising, in order to reduce
its operating subsidy requirements.

In the absence of any other funding sources, Pace should consider
implementing a distance-based fare structure in order to offset growth
in its operating subsidy requirements.

RTA should prepare and adopt annually aten-year financial plan,

reflecting:

e Theagency’s current cash position and all then-known obligations;

e The amounts of discretionary salestax and PTF revenues, and
planned distributions of these fundsto RTA uses, debt service, and
to Service Boards as a group;

e Anticipated amounts of State and federal capital grants, and State
appropriations for servicing existing and planned debt issued by
RTA on behalf of the State;
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e The Service Boards' capital replacement and rehabilitation plans,
based on asset replacement standards and fleet plans; and
e Positive working capital (i.e., current assets less current liabilities).

In addition, the RTA should adopt afinancial planning standard that
requires a Service Board to demonstrate the financial capability to
achieve a state of good repair for existing plant and equipment and to
sustain existing services, prior to designing or constructing expanded
services or facilities.

29. The CTA should:

e Modify the presentation of its budget to include all operating costs
per GAAP, and require Board approval of any deferral of operating
costs to subsequent years,

e Prepare and adopt annually aten-year financial plan, reflecting:

— Theagency’s current cash position and all then-known
obligations, including pension contributions;

— A capital replacement and rehabilitation plan that reflects CTA
asset replacement standards; and

— Positive working capital (i.e., current assets less current
liabilities); and

e Demonstrate the financial capability to achieve a state of good
repair for existing plant and equipment and to sustain existing
services, prior to designing or constructing expanded services or
facilities.

30. Metra should:
e Continueto present its budget to include all operating costs per
GAAP, and require Board approval of any deferral of operating
costs to subsequent years,
e Prepare and adopt annually aten-year financial plan, reflecting:
— The agency’s current cash position and all then-known
obligations, including pension contributions;

— A capital replacement and rehabilitation plan that reflects
Metra asset replacement standards and fleet plans; and

— Positive working capital (i.e., current assets less current
liabilities); and

e Demonstrate the financial capability to achieve a state of good
repair for existing plant and equipment and to sustain existing
services, prior to designing or constructing expanded services or
facilities.

31. Pace should:
e Continueto present its budget to include all operating costs per
GAAP, and require Board approval of any deferral of operating
costs to subsequent years,

Page xiv



PERFORMANCE AUDIT —MASS TRANSIT AGENCIES OF NORTHEASTERN |LLINOIS

32.

33.

e Prepare and adopt annually aten-year financial plan, reflecting:
— Theagency’s current cash position and all then-known
obligations, including pension contributions;
— A capital replacement and rehabilitation plan that reflects Pace
asset replacement standards and fleet plans; and
— Positive working capital (i.e., current assets less current
liabilities); and
e Demonstrate the financial capability to achieve a state of good
repair for existing plant and equipment and to sustain existing
services, prior to designing or constructing expanded services or
facilities.

RTA should investigate whether pay-as-you-go financing for a portion
of the capital program would be amore efficient use of State funds
than the current strategy that relies totally on bond financing.

In addition, in the capital program it adopts, the RTA should include a
provision for the disclosure of unfunded capital needs so that decision-
makers and the public are aware of the cost of attaining a state of good
repair, even if the funds do not exist to attain it.

Regarding its capital program, the CTA should:

e Reexamine system expansion decisions given that the significant
estimated five-year unfunded needs to reach a state of good repair
are significantly higher than planned CIP expenditures;

e |Investigate why the “percent unobligated” balance for current
years CIP hasbeen increasing in recent years and address the
issue accordingly;

e |Investigate the problem of increasing “ percent unexpended”
balances in recent years and address the issue accordingly, possibly
by expediting its capital procurement process;

e |dentify whether its proposed capital projects are primarily for:

(i) safety; (i) infrastructure renewal; (iii) capacity expansion for
the existing system; (iv) extensions to the existing system; or
(v) other supporting assets;

e Increase the Brown Line project contingency to ensure its
adequacy; and

¢ Review its engineer’s estimates during the course of major projects
to ensure that the cost-to-complete estimate is current and reliable.

. Metra should review its past grant awards and determine if projects

that are contributing to the growth in the unobligated balances are till
necessary, and, if so, why they are not being expended in amore
timely manner.
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35. Pace should review its past grant awards and determine if projects that
are contributing to the growth in the unexpended balances are still
necessary, and, if so, why they are not being expended in amore
timely manner.

36. Regarding contracts and procurements:

e TheRTA should assist the Service Boards in identifying and
facilitating opportunities for joint procurements that would result
in cost savings and/or coordinated service delivery; and

e The CTA and Pace should work together to bring about the joint
bus farebox procurement.

37. The CTA should:

e Review and update its Capital Improvement Program to ensure
it accurately captures the total estimated cost of replacing bus
and rail fleets;

e Seek to even-out the fleet age profile to ensure more even
maintenance needs; and

e Continue to implement the non-revenue fleet recommendations
contained in the AECOM report.

38. Metra should examine whether it is more cost-effective to maintain
and rehabilitate its electric fleet, which is far beyond the FTA-€eligible
retirement age, or replace it with new electric cars.

39. Pace should review its Capital Improvement Program to determine
if it needs to be updated given that it would need to replace about
29 percent of its busfleet in the next five years, at an estimated cost of
$65 million, or about 38 percent higher than presented in the current
financially constrained CIP.

40. The CTA should continue its efforts to find a tenant for the top floor of
its headquarters building.

41. Metra should continue its efforts to find tenants for the unoccupied
space in its headquarters building.

42. Regarding surplus real property:

e CTA and Metra should develop and implement aformal process
to guide senior operational managers in aregular assessment of
property utilization. In this process, property would be declared
surplus unless a decision is made to retain the property for
operational or administrative needs; and

e CTA and Metra should actively dispose of real property that
was determined to be surplus, which may include non-traditional
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(i.e., non-sale) methods in the case of properties for which thereis
no competitive market.

43. Real estate management personnel within each Service Board should
continue to pursue initiatives and opportunities to introduce or expand
commercial services and annually update their goals for revenue
generated from self-managed and third party commercial services.

44. Regarding private investment, CTA should:

e Examine the potential to outsource development opportunities at
major installations and identify the risk/reward profile of any
identified options; and

e Develop amethodology to systematically address opportunities to
introduce or increase commercial services on its property in
conjunction with the private sector on aroutine basis, such as
every two years.

45. The CTA should develop a codified list of building condition
requirements for administrative, operational and transit facilities that
represent minimum acceptable standards of cleanliness or repair, as
appropriate to their real estate assets, staff and customer service
requirements.

46. CTA and Metra should develop aformal process based on current
practices that considers the opportunity cost of owning and managing
their own real estate portfolio, which can be employed on a systematic
basis when considering the manner in which property should be
acquired, managed, and disposed.

47. The CTA should continue to implement the AECOM
recommendations related to the management of real property.

The agencies generally accepted these recommendations (see full
report and Appendix E for the agencies' responses).

WILLIAM G. HOLLAND
Auditor General

WGH:AD
March 2007
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INFRASTRUCTURE MANAGEMENT GROUP

The Office of the Auditor General contracted with Infrastructure Management
Group, Inc. (IMG) of Bethesda, Maryland to provide assistance in conducting
this performance audit. IMG isan international firm providing management and
financial expertise to the transportation, aviation and utility industries. IMG's
work includes conducting performance audits, advising management, and
conducting financial analyses for public and private organizations.
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Active Vehiclesin Fleet The vehiclesin the year-end fleet that are available to operate in revenue
service, including Spares and V ehicles temporarily out of service for
routine maintenance and minor repairs.

Actual Passenger Car The vehiclesin the year-end fleet that are available to operate in revenue
Hours service, including:
e Spares
e Vehiclestemporarily out of service for routine maintenance and minor
repairs.

Actual Passenger Car Miles | The hours that passenger carstravel whilein revenue service (actual
passenger car revenue hours) plus deadhead hours. Actual passenger car
hours include:

e Layover /recovery time

But exclude:

e Hoursfor charter services

e  Operator training, and

e Vehicle maintenance testing.

Actual Passenger Car The hours that passenger carstravel whilein revenue service. Passenger
Revenue Hours car revenue hours include:

e Layover/recovery time

But exclude:

e Deadhead

e Operator training
e Vehicle maintenance tests, and
e  Charter services.

Actual Passenger Car The miles that passenger carstravel whilein revenue service. Passenger
Revenue Miles car revenue miles exclude:
e Deadhead

e  Operator training
e Vehicle maintenance tests, and
e  Charter services

Actual VehicleHours The hours that vehicles travel while in revenue service (actua vehicle
revenue hours (VRH)) plus deadhead hours. Actual vehicle hours
exclude:

e Hoursfor charter service

e School bus service

e  Operator training, and

e Vehicle maintenance testing.

Actual Vehicle Miles The miles that vehicles travel whilein revenue service (actual vehicle
revenue miles (VRM)) plus deadhead miles. Actual vehicle miles
exclude:

e Milesfor charter services

e  School bus service

e  Operator training, and

e Vehicle maintenance testing.

Actual Vehicle Revenue The hours that vehicles travel while in revenue service. Vehicle revenue
Hours (VRH) hours (VRH) include:

e Layover /recovery time

But exclude:

e Deadhead

e  Operator training
e Maintenancetesting, aswell as
e School bus and charter services.
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Actual Vehicle Revenue

The miles that vehicles travel whilein revenue service. Vehicle revenue

Miles (VRM) miles (VRM) include;
e Layover/recovery time
But exclude:
e Deadhead
e  Operator training and maintenance testing, aswell as
e School bus and charter services.
ADA Americans with Disabilities Act of 1990

Annual Operating and
Administrative Expenses

The recurring costs of providing public transportation service. They

include:

e All employees wages and salaries; fringe benefits; operating supplies
such asfuel, and oil; contractors charges for services; taxes; repair
and maintenance services, parts, and supplies; equipment leases and
rentals; marketing; lease or rental costs; and insurance.

e  Operating expenses include administrative expenses.

e Operating costs exclude fixed costs such as depreciation on plant and
equipment, costs of providing transportation services not available to
the general public, and interest paid on loans on capital equipment.

Annual Passenger Trips

The number of passengers who board operational revenue vehicles.
Passengers are counted each time they board vehicles no matter how many
vehicles they useto travel from their origin to their destination. Trips
should be counted regardless of whether an individual fareis collected for
each leg of travel. It includes passenger trips on volunteer vehicles.

Annual VehicleHours

The total amount of timein hoursfor the reporting period that all vehicles
travel from the time they pull out to go into revenue service to the time
they pull in from revenue service. Thisincludes the hours of personal
vehicles used in service.

Annual Vehicle Miles

Thetotal number of miles for the reporting period that all vehicles travel
from the time they pull out to go into revenue service to the time they pull
in from revenue service. Thisincludes the miles of personal vehicles used
in service.

Average Trip Length

The average distance ridden for an unlinked passenger trip (UPT) by time
period (weekday, Saturday, Sunday) computed as passenger miles (PM)
divided by unlinked passenger trips (UPT).

Capital

Projects related to the purchase of equipment. Equipment means an article

of non-expendable tangible personal property having a useful life of more

than one year and an acquisition cost which equals the lesser of:

e The capitalization level established by the government unit for
financial statement purposes, or

e $5,000.

Capital expenses do not include operating expenses (OE) that are eligible

to use capital funds.

Capital Costs

The expenses incurred within the year related to the purchase of facilities,
vehicles and equipment

Capital Expenses

The expenses related to the purchase of equipment. Equipment means an

article of non-expendabl e tangible personal property having a useful life of

more than one year and an acquisition cost which equals the lesser of:

e The capitalization level established by the government unit for
financial statement purposes, or

e $5,000.

Capital expenses do not include operating expenses (OE) that are eligible

to use capital funds.

Commuter Rail (CR)

A transit mode that is an electric or diesel propelled railway for urban
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passenger train service consisting of local short distance travel operating
between a central city and adjacent suburbs. Service must be operated on
aregular basis by or under contract with atransit operator for the purpose
of transporting passengers within urbanized areas (UZAs), or between
urbanized areas and outlying areas. Such rail service, using either
locomotive hauled or self-propelled railroad passenger cars, is generally
characterized by:

e  Multi-trip tickets

e  Specific station to station fares

e Railroad employment practices, and

e Usualy only one or two stations in the central business district.

It does not include:

e Heavy rail (HR) rapid transit, or

e Lightrail (LR)/streetcar transit service.

Customer Services

Component activities include:

e Providing supervision and clerical support for public information and
customer relations activities

e Sdlling and arranging for the provision of charter services

e Providing route information in passenger stations and at other points
along the transit way

e Providing telephone information service

e Handling customer complaints

e Administering alost and found operation.

Deadhead (Miles and
Hours)

The miles and hours that a vehicle travels when out of revenue service.
Deadhead includes:

e Leaving or returning to the garage or yard facility

e Changing routes

e When there is no expectation of carrying revenue passengers.
However, deadhead does not include:

e Charter service

e  School bus service

e  Operator training

e Maintenance training.

Demand Response (DR)

A transit mode comprised of passenger cars, vans or small buses operating

in response to calls from passengers or their agents to the transit operator,

who then dispatches a vehicle to pick up the passengers and transport them

to their destinations. A demand response (DR) operation is characterized

by the following:

e Thevehiclesdo not operate over afixed route or on afixed schedule
except, perhaps, on atemporary basisto satisfy a special need, and

e Typically, the vehicle may be dispatched to pick up severa
passengers at different pick-up points before taking them to their
respective destinations and may even be interrupted en route to these
destinations to pick up other passengers.

The following types of operations fall under the above definitions

provided they are not on a scheduled fixed route basis:

e Many origins— many destinations

e Many origins— one destination

e Oneorigin— many destinations, and

e  Oneorigin — one destination.

Directional Route Miles
(DRM)

The mileage in each direction over which public transportation vehicles
travel whilein revenue service. Directional route miles (DRM) are:
e A measure of the route path over afacility or roadway, not the service
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carried on the facility; e.g., number of routes, vehicles, or vehicle
revenue miles.

e Computed with regard to direction of service, but without regard to
the number of traffic lanes or rail tracks existing in the right-of-way
(ROW).

e Directiona route miles (DRM) do not include staging or storage areas
at the beginning or end of aroute.

Directly Operated (DO)

Transportation service provided directly by atransit agency, using their
employees to supply the necessary labor to operate the revenue vehicles.
This includes instances where an agency’ s employees provide purchased
transportation (PT) services to the agency through a contractual
agreement.

Employee

An individua who is compensated by the transit agency as follows:

e For directly operated (DO) services, the labor expense for the
individual isreported in object class (501) labor.

e For purchased transportation (PT) service, the labor expense for the
individual meets the same criteria as object class (501) labor.

Employee Work Hours

Employee labor hours, not including fringe benefit hours such as:
e Sickleave

e Holidays, and

e Vacations.

Work hours include:

e  Only labor hours for employees of the transit agency

e Both full time and part time

e  Permanent and temporary.

Farebox Recovery Ratio

Farebox recovery ratio, as used in thisreport, is calculated as the ratio of
passenger revenues to operating costs, excluding depreciation. Operating
costs are those determined using generally-accepted accounting principles
(GAAP). Thisreport used a service board’ s National Transit

Database submittals for system-wide and modal farebox recovery ratios.
This definition of farebox recovery ratio differs from asimilar ratio
calculated by RTA, which isreferred to as the “recovery ratio”. The
farebox recovery ratio, as used in this report, differs from the RTA
recovery ratio in the following ways: (i) it includes certain operating costs
that are reported in NTD and in the audited financial statements of a
service board that are not considered in the RTA ratio (e.g., full annua
pension costs, security cost); and (i) only passenger revenues are used, as
opposed to al operating revenues being included in the RTA recovery
ratio.

Farebox Recovery Shortfall

Farebox recovery shortfall, as used in this report, is calculated as the
difference between farebox revenues to operating costs, excluding
depreciation. The terms used here are the same as the numerator and
denominator in the farebox recovery ratio. Operating costs are those
determined using generally-accepted accounting principles (GAAP). This
report used a service board’ s National Transit Database submittals for
system-wide and modal farebox revenues. This definition differs from
operating subsidy in that it does not include non-fare revenues.

Fare Revenues

All income received directly from passengers, either paid in cash or
through pre-paid tickets, passes, etc. It includes donations from those
passengers who donate money on the vehicle. It includes the reduced
fares paid by passengersin a user-side subsidy arrangement.

Federal Capital Assistance

Financial assistance from the Federal Transit Administration to assist in
paying the capital costs of providing transit service.
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Federal Operating
Assistance

Financial assistance from the Federal Transit Administration to assist in
paying the operating and administrative costs of providing transit service.

Fixed Route Service

Transit service using rubber tired passenger vehicles operating on fixed
routes and schedules, regardless of whether a passenger actively requests a
vehicle.

Fringe Benefits

The payments or accruals to others (insurance companies, governments,
etc.) on behalf of an employee and payments and accruals direct to an
employee arising from something other than a piece of work. These
payments are transit agency costs over and above labor costs, but still
arising from the employment relationship.

Fuel and Lubricants

The costs of gasoline, diesel fuel, propane, lubricating oil, transmission
fluid, grease, etc., for usein vehicles.

Full Time Employee

Employees of the transit agency meeting the local definition of full time
hours. Normally, these persons are entitled to receive the full benefits
package (e.g., sick leave, vacation and insurance benefits).

General Administration

All activities associated with the general administration of the transit
agency, including:

Transit service development
Injuries and damages

Safety

Personnel administration

Legal services

Insurance

Data processing

Finance and accounting
Purchasing and stores
Engineering

Real estate management

Office management and services
Customer services

Promotion

Market research

e Planning.

Heavy Rail (HR)

A transit mode that is an electric railway with the capacity for a heavy

volume of traffic. It is characterized by:

e High speed and rapid accel eration passenger rail cars operating singly
or in multi-car trains on fixed rails

e  Separate rights-of-way (ROW) from which all other vehicular and
foot traffic are excluded

e Sophisticated signaling, and

e High platform loading.

Local Capital Funds

Financial assistance from local entitiesto assist in paying capital. They

include:

e Tax levies— A specified amount from local tax leviesthat is dedicated
to supporting the capital costs of the public transit system.

e General funds— Transfers from the general fund of local governments
to cover the Local Share portion of transit system capital costs.

e  Specified contributions — Contributions from the local government
towards the Local Share portion of transit system capital costs.

e Reservefunds— Transfers from a capital reserve fund of local
governments expressly established to be used to cover the Local Share
portion of transit system capital costs.

e Donations— Donations from individuals or organizationsto help
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cover the transit system capital costs.

Local Operating Funds

Financial assistance from local entities that support the operation of the

transit system. They include, but are not limited to:

e Tax levies— A specified amount from local levies that is dedicated to
supporting public transit system operating costs.

e  General funds— Transfers from the general fund of local governments
to cover the Local Share portion of the transit system budget.

e  Specified contributions — Contributions from city, county or other
municipal government towards the Local Share portion of the transit
system budget.

e Donations— Donations from individuals or organizationsto help
cover the costs of providing transit service but which are not related to
specific passengers or trips.

e Other — Other revenues such as advertising.

Major Incident

Existence of one or more of the following:

e A fatality other than asuicide

e Injuriesrequiring immediate medical attention away from the scene

for two or more persons

Property damage equal to or exceeding $25,000

An evacuation due to life safety reasons

A collision at agrade crossing

A mainline derailment

A collision with person(s) on arail right-of-way (ROW) resulting in

injuries that require immediate medical attention away from the scene

for one or more persons

e A collision between arail transit vehicle and another rail transit
vehicle or atransit non-revenue vehicle resulting in injuries that
reguire immediate medical attention away from the scene for one or
Mmore persons.

Major Mechanical System
Failure

A failure of some mechanical element of the revenue vehicle that prevents
the vehicle from completing a scheduled revenue trip or from starting the
next scheduled revenue trip because actual movement is limited or because
of safety concerns.

Materials and Supplies

The tangible products obtained from outside suppliers or manufactured

internally. Expensesinclude:

e Freight-in

e  Purchase discounts

e Cash discounts

e Salestaxesand excise taxes (except on fuel and lubricants) are to be
included in the cost of the material or supply.

Charges to these expense accounts will be for the materials and supplies

issued from inventory for use and for the materials and supplies purchased

for immediate use; i.e., without going through inventory.

Non-Operating Paid Work
Time

The time an operator spends on the job in a capacity other than operating,
making preparations for or completing the immediate operation of a
revenue vehicle. Non-operating time includes:

Instructor premium for operator training

Student training time

Accident reporting time

Witnesstime

Time spent on union functions

Run selection time

Other time spent in transportation administration
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Time spent in revenue vehicle movement control
Time spent in ticketing and fare collection

Time spent in customer service

Other.

Non-Scheduled Services

Services provided on demand, rather than with predetermined fixed time
points, i.e., aschedule. Non-scheduled services are:

e Demand response (DR)

e Vanpool (VP)

e Jitney (JT)

e  Publico (PB) services.

Non-Vehicle Maintenance

All activities associated with facility maintenance, including:
e Administration
e Repair of buildings, grounds and equipment as a result of accidents or
vandalism
e Operation of electric power facilities
e Maintenance of:
— Vehicle movement control systems
—  Fare collection and counting equipment
—  Structures, tunnels and subways
— Roadway and track
—  Passenger stations, operating station buildings, grounds and
equipment
—  Communication systems
—  General administration buildings, grounds and equipment, and
—  Electric power facilities.

Number of Active Vehicles
in Fleet

Thetotal number of operational revenue vehicles in the fleet available for
general public transit service, including spare or back up revenue vehicles.
The total should aso include any operational revenue vehicles used by
contractorsin general public transit service. Non-revenue service vehicles
and personal vehicles should not be included.

Operating Expenses

The expenses associated with the operation of the transit agency, and

classified by function or activity, and the goods and services purchased.

The basic functions and object classes are defined in Section 5.2 and 6.2 of

the Uniform System of Accounts (USOA). These are consumable items

with auseful life of less than one year or an acquisition cost which equals

the lesser of:

e Thecapitalization level established by the government unit for
financial statement purposes or

e $5,000.
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Operating Ratio

Operating ratio, as used in this report, is calculated as operating revenues
divided by operating cost, excluding depreciation. Operating costs and
operating revenues are those determined through the use of generally-
accepted accounting principles (GAAP). Thisreport used as source
documents a service board' s audited financial statements and the National
Transit Database, the latter used in those cases where the service board
operates multiple modes (e.g., bus, rail, demand-responsive service,
vanpools), and this report has reason to cite the operating ratio by mode. In
cases where the operating ratio is cited by mode, the operating revenue for
that mode is calculated as follows: modal passenger revenue reported in
NTD, plus an alocation of non-fare operating revenue reported in the
audited financia statements. Non-fare operating revenues are allocated to
individual modes, where required, in proportion to amode' s share of total
passenger revenues for that service board. This definition of the operating
ratio differsfrom asimilar ratio calculated by RTA, which isreferred to as
the “recovery ratio”. The operating ratio, as used in this report, differs
from the RTA recovery ratio primarily in that it includes certain operating
costs that are reported in NTD and in the audited financial statements of a
service board that are not considered in the RTA recovery ratio (e.g., full
annual pension costs, security cost).

Operating Subsidy

Operating subsidy, as used in thisreport, is calculated as operating cost,
excluding depreciation, less operating revenues. Operating costs and
operating revenues are those determined through the use of generally-
accepted accounting principles (GAAP). Thisreport used as source
documents a service board’ s audited financia statements and the National
Transit Database, the latter used in those cases where the service board
operates multiple modes (e.g., bus, rail, demand-responsive service,
vanpools), and this report has reason to cite operating subsidy by mode. In
cases where the operating subsidy is cited by mode, the operating revenue
for that modeis calculated as follows: modal passenger revenue reported
in NTD, plus an alocation of non-fare operating revenue reported in the
audited financia statements. Non-fare operating revenues are allocated to
individual modes, where required, in proportion to amode’ s share of total
passenger revenues for that service board.

Operating Time

Thetimeinvolved in:

e Operating revenue service in accordance with published operating
schedules by both regular and extra board operators

e  Operating line service that is added to the published operating
schedule in order to meet abnormal demand (such work will always
be an extra piece assigned to an available operator rather than covered
in an operator sign-up)

e  Operating non-contract service to and from specia events (e.g., sports
events, shopper runs, etc.)

e  Operating service for which the pickup and discharge points and
patrons of the service are specified by a charterer / contractor

e Standby time.

Operators

The personnel (other than security agents) scheduled to be aboard vehicles
in revenue operations, including:

e Vehicle operators

e Conductors

e Ticket collectors.

Operators may aso include: Attendants who are transit agency employees
that are aboard vehicles to assist riders in boarding and alighting, securing

wheelchairs, etc., typically the elderly and persons with disabilities.
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Operators Salariesand
Wages

The labor of employees of the transit agency who are classified as revenue
vehicle operators or crew.

Other Materialsand
Supplies

The costs of materials and supplies not specifically identified in object
classes fuel and lubricants (504.01) and tires and tubes (504.02) issued
from inventory or purchased for immediate consumption.

Other Mechanical System
Failures

A failure of some other mechanical element of the revenue vehicle that,
because of local agency policy, prevents the revenue vehicle from
completing a scheduled revenue trip or from starting the next scheduled
revenue trip even though the vehicleis physically able to continuein
revenue service.

Other Salariesand Wages

The labor of employees of the transit agency who are not classified as
revenue vehicle operators or crew.

Part Time Employees

Employees of the transit agency who work less than the local definition of
full time. Normally, these persons are not provided the full benefits
package (e.g., sick leave, vacation and insurance benefits) associated with
full time employment. Full time employees working part of their timein a
function or mode are not part time employees.

Passenger

A person whois:

e  On-board

e Boarding, or

¢ Alighting from atransit vehicle for the purpose of:
e Travel, without participating in its operation.

Passenger Car

A unit of rolling rail equipment that provides transportation and seating
and standing room for the general public. Itincludes self-propelled cars.

Passenger Fare Assistance

The subsidy given to the transit agency, usually by state and local
governments, on behalf of specific classes of passengers, such as students,
the elderly, and persons with disabilities. The subsidy may also come
from the private sector, such as employers giving assistance to offer
employees programs to use public transit services at reduced rates or free.
The fare assistance helps to offset the reduced or free services provided to
these passengers. It isusually based on the amount of service provided;
i.e., the subsidy is calculated based on the number of rides taken, but may
be alump sum payment.

Passenger Fares

The revenue earned from carrying passengers in regularly scheduled and
demand response (DR) services. Passenger faresinclude:

o Basefare

Zone or distance premiums

Express service premiums

Extra cost transfers

Quantity purchase discounts applicable to the passenger’ sride

e Specia transit fares.

Passenger Miles (PM)

The cumulative sum of the distances ridden by each passenger.

Platform Time

The time during which an operator operates the revenue vehicle @) in line
service or in deadheading (including layover periodsin the vehicle at arest
point) or b) for charter, contract, and special non-contract service, or is
deadheading or laying over as aresult of such service.

Premium Time (Operating
Time)

The time an operator works over and above straight time work. Premium
timeincludes:

e  Overtime premium — scheduled

Overtime premium — unscheduled

Spread time premium

Shift premium

Other premium.
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Purchased Transportation
(PT)

Transportation service provided to a public transit agency or governmental
unit from a public or private transportation provider based on awritten
contract. The provider isobligated in advance to operate public
transportation services for apublic transit agency or governmental unit for
a specific monetary consideration, using its own employees to operate
revenue vehicles. Purchased transportation (PT) does not include:
Franchising

Licensing operations

Management services

Cooperative agreements, or

Private conventional bus service.

Rail Overhaul (fleet

The one-time rebuild or replacement of major subsystems on revenue
producing rail cars and locomotives — commonly referred to as midlife
overhaul.

Revenue Service (Miles,
Hours, and Trips)

The time when avehicleis available to the general public and thereisan
expectation of carrying passengers. These passengers either:

e Directly pay fares

e Aresubsidized by public policy, or

e  Provide payment through some contractual arrangement.

Vehicles operated in fare free service are considered in revenue service.
Revenue service includes:

e Layover/recovery time.

Revenue service excludes:

e Deadhead

e Vehicle maintenance testing

e School bus service, and

e  Charter service.

Revenue Vehicle

The floating and rolling stock used to provide revenue service for
passengers.

Scheduled Passenger Car
Revenue Miles

The passenger car revenue miles computed from the scheduled service. It
includes only the scheduled passenger car revenue miles from the whole
trip. It excludes:

e Deadhead

e Serviceinterruptions, and

e Specia additional services.

Seating Capacity

The number of seatsthat are actualy installed in the vehicle.

Service Area

A measure of access to transit service in terms of population served and
area coverage (square miles). The reporting transit agency determines the
service area boundaries and population for most transit services using the
definitions contained in the Americans with Disabilities Act of 1990
(ADA). Transit agency reporters are required to submit service area
information on the I dentification form.

Service Consumed

The amount of service actually used by passengers and which is measured
by unlinked passenger trips and passenger miles.

Service Supplied The amount of service scheduled or actually operated. Service suppliedis
measured in vehicles, miles and/or hours that were operated.

SpareRatio The ratio of Vehicles Available for Maximum Service divided by the
number of vehicles operated in maximum service.

Spare Vehicles The revenue vehicles maintained by the transit agency to:

e Maeset routine and heavy maintenance regquirements
e  Meet unexpected vehicle breakdowns or accidents
e  Thereby preserve scheduled service operations.

Standing Capacity

The number of standing passengers that can be accommodated aboard the
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revenue vehicle during anormal full load (non-crush) in accordance with
established loading policy or, in absence of a policy, the manufacturer’s
rated standing capacity figures.

Straight Time Allowances
(Operating Time)

The time when an operator works at the base or regular rate of pay.
Straight time allowances includes:
Report time

Turn-intime

Travel time

Intervening time

Paid breaks and meal allowances
Minimum guarantee for call out
Minimum guarantee-daily
Minimum guarantee-weekly

e  Standby time.

Unlinked Passenger Trips

The number of passengers who board public transportation vehicles.
Passengers are counted each time they board vehicles no matter how many
vehicles they use to travel from their origin to their destination.

Vanpool (VP)

A transit mode comprised of vans, small buses and other vehicles

operating as aride sharing arrangement, providing transportation to a

group of individuals traveling directly between their homes and aregular

destination within the same geographical area. The vehicles shall have a

minimum seating capacity of seven persons, including the driver. For

inclusion inthe NTD, it is considered public transit serviceif it:

e |soperated by apublic entity, or

e Isoneinwhich apublic entity owns, purchases, or leases the
vehicle(s).

Vanpool(s) (VP) must also be in compliance with public transit rules

including Americans with Disabilities Act (ADA) provisions, and be open

to the public and that availability must be made known. Other forms of

public participation to encourage ridesharing arrangements, such as:

e Theprovision of parking spaces

e Useof high occupancy vehicle (HOV) lanes

e Coordination or clearing house service, do not qualify as public
vanpools.

Vehicle Maintenance

All activities associated with revenue and non-revenue (service) vehicle
maintenance, including:

e Administration

e Inspection and maintenance

e Servicing (cleaning, fueling, etc.) vehicles.

In addition, vehicle maintenance includes repairs due to vandalism and
accident repairs of revenue vehicles.

Vehicle Operations

All activities associated with vehicle operations, including:
e  Transportation administration and support

Revenue vehicle movement control

Scheduling of transportation operations

Revenue vehicle operation

Ticketing and fare collection

System security.

Vehicles Available for
Annual Maximum Service

The number of revenue vehicles available to meet the annual maximum
service requirement. Vehicles available for maximum service include:
e Spares

e Out of service vehicles, and
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e Vehiclesin or awaiting maintenance.
But exclude:

e Vehiclesawaiting sale, and

e Emergency contingency vehicles.

Vehicles Operated in
Annual Maximum Service
(VOMYS)

The number of revenue vehicles operated to meet the annua maximum
service requirement. Thisisthe revenue vehicle count during the peak
season of the year; on the week and day that maximum service is provided.
V ehicles operated in maximum service (VOMS) exclude:

e Atypical days, or

e  One-time special events.
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Chapter One

INTRODUCTION

The Illinois House of Representatives adopted Resolutions Number 479 and 650
in 2005 which directed the Office of the Auditor General (OAG) to conduct financial,
compliance, and performance audits of the four transit agenciesin the Chicago area: the
Regional Transportation Authority (RTA), the Chicago Transit Authority (CTA), the
Commuter Rail Division (Metra), and the Suburban Bus Division (Pace); see Appendix A
for Resolutions. The financial audits have already been released and separate compliance
audits are being issued with this audit.

The RTA was established in 1974 by the Illinois General Assembly and with the
approval of areferendum in the six county northeastern Illinoisregion. A 1983
amendment to the RTA Act (Act) changed the responsibilities of the RTA, giving
“Service Boards® operating responsibilities, and giving the RTA responsibilities for
planning, funding, and oversight of regional transit. The responsibilities of the three
Service Boards are as follows:

e Chicago Transit Authority operates bus and heavy rail services and also
operated demand responsive services until they were transferred to Pace on July
1, 2006. CTA isthelargest of the three Service Boards.

e Metra operates commuter rail services. A substantial portion of these servicesis
operated by private railroads under contract to Metra, with Metra designating
service levels, fares, and schedules.

e Pace operates bus, demand responsive, and vanpool services in the suburban
areas of the RTA district.

REPORT CONCLUSIONS

The transit agencies of the Chicago metropolitan area are facing a serious
financial shortfall. Revenues are not sufficient to pay the cost of capital programs and
few funds are available to subsidize new services. The Service Boards operate a fleet of
buseg/rail carsthat are aging and facing significant replacement costs. CTA'’s estimated
cost of bringing the bus and rail fleet to a state of good repair exceeds projected
expendituresinits five-year Capital Improvement Program (CIP). Metra and Pace are
able to make only limited capital investments to maintain their existing fleets.

CTA’sretirement plan is severely underfunded and its condition is worsening.
Its actuarial liabilities have grown from $2.2 billion on January 1, 2000 to $3.5 billion on
January 1, 2006. At the same time, assets have declined by $500 million to $1.2 billion.
Pension arrangements of the RTA, Metra, and Pace are also underfunded, although by a
much smaller amount.
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Opportunities exist to improve the efficiency and effectiveness of transit
operations in northeastern Illinois through increased coordination and reduced
redundancy. Presently, the three Service Boards largely operate independently from each
other with little coordination of operations. Only recently has the RTA undertaken a
strategic planning initiative for the entire region. Service Boards are individually
planning for significant, costly capital project expansion projects (such as New Starts
projects) some of which may ultimately compete with each other.

In 2005, CTA carried 492 million passengers and had expenses of $1.21 billion.
Metrawas the second largest of the Service Boards and carried 69 million passengers; its
total expenses were $504 million. Pace was the smallest and served 37 million
passengers with total expenses of $160 million.

This report presents the results of our audit of the RTA, CTA, Metra, and Pace,
which are summarized below:

1. FINANCIAL MANAGEMENT

Transit finance in the Chicago metropolitan areaisin a serious situation. RTA

revenues are insufficient to pay the continuing cost of programs or fund the operating

subsidy of new services.

e Operating costs for the Service Boards (CTA, Metra, and Pace) have increased
over the past five years at 6.5 percent annually and have substantially exceeded
the growth in operating revenues (2.2% annually). This has produced a 10
percent annual increase in operating shortfalls, while the RTA sales tax has been
growing at only 1.7 percent per year. The RTA Act allows for any costs that do
not require cash expenditure to be excluded from its budget review process.

e Other undesirable effects, such asinadequate investment in plant, fleet, and
equipment, and the erosion of liquidity, have little public visibility because the
budget approval process neglects re-investment in capital assets.

e CTA’scurrent level of serviceisnot sustainable with current revenues. This
situation occurred due to operating decisions, labor agreements, and arbitration
decisions. CTA expended more funds between 2001 and 2005 than were
available and employed stop-gap measures to avoid cash shortfals.

e The Service Boards are semi-autonomous organizations that are responsible for
their own capital program management.

2. PLANNING

e Thelack of astrong, centralized planning function, and the absence of along-
term strategic plan that encompasses financial, programmatic, and operational
aspects of the Service Boards and the RTA, has been amajor contributing factor
to the problems that face transit in northeastern Illinois.

e The RTA recently commenced the comprehensive Strategic Regional
Transportation Plan in conjunction with the Service Boards. ThisPlanisan
important step; however, the RTA needs to take a stronger role in planning and
reviewing the budgets of the Service Boards. The General Assembly may wish to
consider strengthening the Regional Transportation Authority Act to provide the
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RTA with agreater role over financial and programmatic planning in the RTA
service area. Two Service Boards are currently working on nine new projects
(i.e., “New Starts’ applications) which will likely result in these applications
competing with each other for scarce State matching funds. The RTA should
establish criteriafor funding and prioritizing Service Board initiatives.

3. COORDINATION AND REDUNDANCY
This audit has identified several significant coordination conflicts and redundancies
among the Service Boards. For example, the Service Boards lack consistent,
coordinated fare policies, and the CTA and Pace compete for bus markets.

The current silo approach of the Service Boards and the RTA hasresulted in
strong independent transit providers with some overlapping political constituents,
agendas, and customers. While focus and independence are important
characteristics of high performance organizations, each of the Service Boards, to
varying degrees, are experiencing financial difficulties. aging fleets, deferred
maintenance, and perceived needs to expand servicesto its customers.

Given the challenges currently facing the region, it is prudent to consider whether
the current organizational and governance structure is the best public and
financia policy. The General Assembly may wish to consider more clearly
defining and/or strengthening the RTA’ s role in finance, planning, coordination of
fares and technology, performance measurement, and oversight of operations.

PERFORMANCE M EASURES

Astheregion’stransit oversight organization, the RTA should set performance
measures for itself and the Service Boards. The RTA lacks clear performance
measures for itself and for the Service Boards.

The CTA has made a recent commitment to provide monthly performance
reporting. The current monthly performance measures (posted on its web-site)
focus on customer service. Financial and construction measures are published on
its web-site as separate Board presentations. Customer service measures are not
coordinated with measures reported in the annual report or in other CTA
publications.

Metra does not focus on systematically reporting performance, such as by
reporting measures on its web-site on an annual basis, although management
regularly monitors operations, including on-time performance, ridership, and
capacity utilization.

Pace has developed a high level of balanced performance measures, although they
are not published on Pace' s web-site.

5. PENSIONS
The CTA Retirement Plan isin extremely poor financial condition and is
deteriorating at arapid rate.

As of January 1, 2006, the CTA Retirement Plan (Plan) was 34 percent funded; it
was 80 percent funded on January 1, 2000. The actuarial liabilities have grown
from $2.2 billion on January 1, 2000 to $3.5 billion on January 1, 2006 and are
projected to grow to $4.0 billion by January 1, 2009. At the sametime, the
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actuarial value of assets has decreased from $1.7 billion to $1.2 billion and is
projected to decline to $0.8 billion at the beginning of 2009 (when the Plan is
expected to be 20% funded).

e Inaddition to significantly underfunding the Plan, the Plan’s pension benefits
were raised by 16 percent in 2000, had negative returns in 2001-2002, and took
pension “holidays’ in 1994-1995 and 1997.

e Since at least 2003, reports from the Plan actuary have delineated danger to the
funding status of the CTA Plan.

e CTA and its employees currently contribute 9 percent of payroll to the CTA Plan
although the actuarially recommended contribution is over 50 percent for 2006.

e In 2006, Public Act 94-0839 was enacted which requires the CTA to fund its
pension plan at the actuarially recommended amount in 2009; thiswill result in an
increase in funding from the current $50 million funding level in 2006 to
approximately $240 million in 2009.

e The9 percent investment return assumption used by the CTA Plan has been
guestioned by the Plan’ s actuary as being too high; it is also higher than the rates
used by other peer transit entitiesin the U.S.

e The CTA Plan also faces ashortfall for post-retirement healthcare benefits that
could exhaust its funding well before 2009; the Plan actuary projects a 50 percent
chance that the funds in the Retiree Healthcare Account will be depleted by July
of 2007.

Metra and Pace management employees and all RTA employees arein the RTA
pension plan, which isin fair financial condition (76% funded ratio as of January 1,
2006). Metra’s bargaining unit employees are in multi-employer, “union” pension
plans, which require Metra to make a specified per-hour contribution, with no further
responsibilities for pension obligation. Over a period of many years, all but two of
Pace’ s nine bargaining unit retirement programs have shifted to defined contribution
plans. The two remaining defined benefit plans are in fair to good financial
condition, with funding ratios of 76 percent and 86 percent.

6. REVENUES

Each of the three Service Boards has primary operating responsibility for certain

transit servicesin theregion and is fully responsible for setting fares and devel oping

ancillary sources of operating revenues.

e The CTA accounted for about 59 percent of the total operating revenues generated
by the Service Boards in 2005, with Metra and Pace generating 34 percent and 7
percent, respectively.

e Operating revenues (all fare and non-fare based revenues) grew at a much slower
rate than operating costs over the past five years for al Service Boards, resulting
in fairly rapid growth in operating subsidies (defined as operating expenses minus
all fare and non-fare revenue). Given the need to find additional funding for the
Service Boards, analysis of ridership trends and fare structures indicates that there
may be an opportunity to generate more operating revenues. A modest increasein
CTA (rail) and Metrafaresis expected to have a minimal impact on ridership
levels; Pace exhibits the least opportunity for revenue growth from higher fares.
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7. CAPITAL PROGRAM

The Service Boards define and propose the capital projectsto be considered by the

RTA, implement the approved capital projects, and receive capital grants from the

Federal Transit Administration and IDOT. The RTA issues bonds, the principal

source of non-federal funds for capital projects, and disburses bond funds as

requested by the Service Boards for approved projects.

e Capital replacement and rehabilitation projects are not given priority and capital
replacement needs are not being met.

e Capital investments have been insufficient to keep pace with the aging of the
CTA infrastructure and its vehicle fleet.

e Evidence suggests that bond funds are being expended at a slowing rate — the
percentage of unexpended capital funds increased from 64 percent in 2003 to 71
percent in 2005. The cost of bond financing is substantial — annual interest costs
paid by the RTA increased by $54 million (72 percent) between 2001 and 2005.

8. PASSENGER TRIPSAND PASSENGER MILES TRAVELED

Passenger trips decreased from 743 million in 1985 to 543 million in 1997; since then

they have increased to 598 million in 2005.

e Theamount of heavy rail service provided by CTA increased by 20 percent
between 1985 and 2005, as measured by passenger trips. However, total ridership
for the three Service Boards has decreased because fewer passengers are using
CTA buses. In 1985, CTA buses accounted for nearly two-thirds of the Service
Boards' trips and carried 487 million passengers while in 2005 CTA buses carried
303 million passengers (51% of Service Boards' trips).

e Asthe population has grown in the suburbs, an increased number of residents are
using commuter rail. Metra’'s commuter rail passengers have increased from
62 million in 1985 to 69 million in 2005.

e Ridership on Pace buses has decreased dlightly from 1985 to 2005.

Despite the decline in ridership, service provided as measured by passenger miles has
increased dightly over the 20-year period from 3.62 billion in 1985 to over 3.7 billion
in 2005. Thisis because average trips are lengthening.

e Passenger milestraveled on CTA bus decreased substantially from 1.16 billion in
1985 to just 722 million in 1997. Since then, miles traveled have rebounded by 1
percent per year to 782 million in 2005.

e Passengerstraveled an estimated 1.14 billion miles on CTA rail in 2005. This
was a 15 percent increase from 987 million milesin 1985.

e With rapid population growth in the suburbs, both Metra and Pace have seen an
increase in passenger miles. 1n 2005, passengers using Metratraveled 1.55 billion
miles, an increase of nearly 20 percent over 20 years. Pace has maintained an
annual increase in milestraveled of approximately 2.3 percent per year. Pace
carried passengers 173 million milesin 1985 and 273 million milesin 2005.
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9. RECOVERY RATIO
The Service Boards' operating expenses ook nearly the samein 2005 asit did in
1985, when measured in 2005 dollars. Combined expenses increased from $1.76
billion in 1985 to $1.88 hillion in 2005 (0.32% increase per year). However, average
farebox recovery ratio fell from 43 percent in 1985 to 35 percent in 2005 as costs per
passenger climbed faster than fare revenues. This farebox recovery ratio is different
than the one used by the RTA, which excludes certain costs, such as some pension
and security costs.

10. PoPULATION CHANGES
Since 1985, the population of the five collar counties (DuPage, Kane, Lake,
McHenry, and Will) has grown from approximately 2 million residents to 3 million in
2005, meaning that more people now live in the collar counties than in the city of
Chicago. Chicago’s residents have decreased from 3 million residentsin 1985 to
about 2.84 million in 2005. Cook County’s population has remained largely
unchanged during this time period.

11. SALESTAXES

The RTA collects sales tax revenues in Cook and collar counties pursuant to the RTA

Act: 1 percent in Cook County and 0.25 percent in the collar counties. Tax

collections increased slowly from $623 million (inflation adjusted) in 1985 to $700

million in 2005.

e Eighty-five percent of the sales tax proceeds are distributed by formulato the
Service Boards. Of the 85 percent, CTA received the largest share (47%)
followed by Metra (41%), and Pace (13%).

e TheRTA used the remaining 15 percent of salestax revenues for RTA costs and
for discretionary uses. Of the discretionary funds allocated to the Service Boards,
CTA received 95 percent.

e The statutory salestax allocation formula and discretionary salestax allocation
indicate the following:

— The statutory revenue allocation understates the sales tax revenues actually
received by the CTA, because the RTA’s discretionary revenue allocations
heavily favor the CTA.

— Population change has not materially affected salestax revenue allocations,
even though population growth has been faster in the suburbs, because the tax
rate in the collar counties (0.25%) is much lower than that in Cook County
(1%).

— No single operating statistic can accurately measure tax allocation equity;
other metropolitan areas that grapple with thisissue focus on costs incurred
and revenues generated by jurisdiction, taking into account multiple variables.

Regardless of the allocation formula utilized, changing the formulawill not
address the problem of lack of funding for all of the transit agencies.
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12.

13.

14.

STAFFING

To make an assessment of the staffing levels and costs of the three Service

Boards, the Boards' staffing was compared to peer transit agencies throughout

the United States.

e CTA paysits“top” bus operators and top vehicle maintenance employees the
second-highest wage rates when compared to its peers. CTA has the highest
employee benefits rate of its peers (see Pensions chapter for detailed discussions).
Absenteeism at CTA costs approximately $46 million per year for bus and
rail operators.

e Metrawas near the peer average for total productivity. Itslabor costs per unit of
service are low. Metra s employee benefits ratio iswell below average. Metra
was lower than peers on operator productivity, primarily because it is more of a
peak-time operator than its peers and the limited availability of tracks during
non-peak periods. Asaresult, Metra operators are less utilized mid-day than at
other agencies.

e Pace's“top” hourly operator wage rate is about the same as the average of the
peer group. Paceisabove the peersinits“top” vehicle maintenance rate. Its
employee benefit costs are in the middle of the group. It rates highly in its peer
group for all aspects of cost-efficiency and productivity of its labor resources.

FLEET

All three Service Boards operate fleets of buses and/or rail carsthat are older than the

average age of peer transit systems. Collectively, the Service Boards are facing

significant fleet replacement costs, which are understated in the “financially
constrained” capital improvement program (CIP) (2006-2010). Readily-identifiable
fleet replacement needs exceed the CIP budget by $1.23 hillion, in part because

Service Boards must produce CIPs that can be funded within the CIP period. The

RTA provides funding “marks’ to the Service Boards, which are projections of

funding available over a 5-year period. Asaresult, the Service Boards may have

fleet replacements needs that exceed the funding marks, and thus are not included in
the CIP.

e CTA comparesfavorably with its peersin terms of efficiency of fleet operations.
CTA’svehicle utilization rate (i.e., annual hours of operation per vehicle) and
spareratio (i.e., the number of spare buses or rail cars divided by the peak fleet
requirement) were better than its peers.

e Metra s spare ratio was better than its peers but its vehicle utilization rate was
significantly lower than its peer average, primarily due to a stronger peak-oriented
operation than its peers.

e Pace’ svehicle utilization rate was below the peer average; Pace’ s spare ratio was
better than its peers.

REAL ESTATE
Our audit concluded that opportunities for improvement exist at one or more of the
Service Boards in the areas of surplus property management and the introduction of
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commercia development inreal property. Regarding the Service Boards' real estate

administrative operations:

e Thetop floor of the CTA Headquarters building (approximately 34,000 square
feet) isunoccupied. The CTA has been attempting to rent it, but has been
unsuccessful. The CTA’sfinancia plan for acquiring the new headquarters was
based on the assumption that rental income would be generated by this space.

e Metraoccupies approximately 63 percent of its headquarters building and an
additional 18 percent isleased to tenants. The remaining 19 percent is vacant and
Metra has engaged the services of area estate broker to further increase the
occupancy of the building.

e Pace conducted a Capital Needs Assessment over 10 years ago that concluded that
the cost to substantially rebuild its existing headquarters facility to meet current
needs exceeded the cost to construct a new headquarters facility. However, a new
facility has not been constructed but isin the final stage of design with
construction scheduled to begin in mid-2007.

15. PROCUREMENT
Thereislittle coordination of contract and procurement functions among the RTA,
CTA, Metraand Pace. While opportunities for joint procurement may be limited,
given the differing modes of service offered by the Boards, some opportunities for
improvement exist. For example, the CTA-Pace farebox procurement has been
underway for over three years without reaching an award and, according to CTA
and Pace officials, it isnot clear that this procurement will produce a contract. The
RTA should assist the Service Boards in identifying and facilitating opportunities for
joint procurements.

16. OPERATIONS
The audit conducted an extensive review of the operations of the RTA, CTA, Metra,
and Pace. The operations of the Service Boards were benchmarked against peer
transit agencies. All three Service Boards had areas where they compared favorably
with their peers and other areas where their performance could be improved. At
CTA, the labor negotiation and arbitration process recently took over two-and-one-
half years of the three-year |abor agreement and needs to be reduced significantly.

17. COMPOSITION OF THE RTA BOARD
The current alocation of RTA Board membersis not consistent with the population
distribution among the three geographic areas delineated in the RTA Act, as reported
in the 2000 federal census. Also, whilethe CTA Board chair is amember of the RTA
Board, the chairs of Pace and Metra Boards are not. The General Assembly may
wish to review the composition of the RTA Board.

GOVERNANCE

The RTA was established in 1974 by the Illinois General Assembly and with the
approval of areferendum in the six county northeastern Illinoisregion. A 1983
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amendment to the RTA Act (Act) changed the responsibilities of the RTA, giving
“Service Boards’ operating responsibilities, and giving the RTA certain responsibilities
for planning, funding, and oversight of regional transit. The three Service Boards are the
CTA, Metra, and Pace.

Regional Transportation Authority isrequired to adopt an annual budget,
two-year financial plan, and five-year capital program. The RTA must approve
the budget and financia plan for each Service Board. Headquartered in Chicago,
the RTA isgoverned by a 13-member board of directors. Four directors are
appointed by the Mayor of the city of Chicago, four by the suburban members

of the Cook County Board, two by the Chairman of the County Boards of Kane,
Lake, McHenry, and Will Counties, and one by the Chairman of the DuPage
County Board. In addition, the Chairman of the CTA is aboard member, and a
13" member is elected by avote of at least 9 of the 12 appointed members.

Chicago Transit Authority was created in 1945 and is the second largest public
transportation system in the United States. It provides bus and heavy rail service
within Chicago and 40 adjacent suburbs (as of July 1, 2006, CTA paratransit
service was moved to Pace). The CTA isgoverned by a Board consisting of
seven members appointed by the Mayor of Chicago and Governor of Illinois.

The Northeast Illinois Regional Commuter Railroad Corporation isthe
separate operating corporation (by statute) of the Commuter Rail Division. The
Commuter Rail Division (Metra) is the agency empowered with jurisdiction
over all commuter rail operations in the six-county region of Northeastern Illinois.
Metrais headquartered in downtown Chicago. A 7-member Board governs Metra
which is appointed by the appointing authorities, who are the Chairmen of the
region’s county boards for DuPage, Kane, Lake, Will and McHenry, the Suburban
Commissioners of the Cook County Board, and for the member representing the
city of Chicago, by its Mayor. Metra has approximately 495 miles of service on
11 lines. Four of those lines are owned and operated by Metra. Three are
operated by Metra on trackage owned by private freight railroads under atrackage
rights agreement. The other four are operated by private freight railroads under
purchase of service agreements giving Metrathe right to define service levels,
schedules, and fares.

Suburban Bus Division (Pace) was created in 1983 and is headquartered in
Arlington Heights, Illinois. Pace combines what had been independent service
providers and now provides bus, vanpool, and on-demand service throughout a
six-county region (Cook, DuPage, Kane, Lake, McHenry, and Will Counties), as
well asroutes into the city of Chicago. The governing body of Pace consists of a
Board with 12 directors, each of whom is required to be a current or former
municipal mayor.
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REGIONAL DEMOGRAPHICS

Over the past twenty years, the Chicago metropolitan area has grown. The
population of the six-county region served by CTA, Metra, and Pace reached 8.36 million
in 2005, with acompound annual growth rate of about 0.78 percent per year.

Since 1985, the city of Chicago’s population has been slowly decreasing and
DuPage, Kane, Lake, McHenry, and Will counties continued to grow. Chicago’s
population has fallen from approximately 3 million residentsin 1985 to about 2.84
million in 2005, a decrease of about 0.27 percent per year or 5.3 percent overall.
Suburban Cook County has grown slowly, at a pace of 0.56 percent per year. Cook
County as awhole has seen its population remain largely unchanged, with 5.2 million
residentsin 1985 and 5.3 million in 2005 (see Exhibit 1-1).

Exhibit 1-1
RTA REGION POPULATION
(In thousands)
1985 2005
Population Population % Change Growth Rate
Chicago 3,001 2,843 -5.3% -0.27%
Cook Suburbs 2,201 2,461 11.8% 0.56%
Total Cook County 5,202 5,304 2.0% 0.10%
DuPage 714 929 30.0% 1.32%
Kane 289 482 66.7% 2.59%
Lake 466 703 50.8% 2.08%
McHenry 158 304 92.8% 3.34%
Will 331 643 94.3% 3.38%
Total Collar Counties 1,958 3,061 56.3% 2.26%
Total 7,160 8,364 16.8% 0.78%
Notes: Totals may not add due to rounding.
1985 Chicago and Cook Suburbs population was estimated by averaging 1984 and
1986 census data.
Source: IMG analysis of United States Census Bureau data

Conversely, the total population of the five collar counties has grown by 56.3
percent, or 2.26 percent overall annually. In 1985, the collar counties had 1.96 million
people and in 2005 had 3.06 million people, meaning that now there are more residents
in the collar counties than in Chicago. The fastest growth has occurred in Will and
McHenry Counties, where each has seen a near-doubling of its population over the 20-
year span.

REVENUES

RTA salestax revenues are collected in the city of Chicago, suburban Cook
County, and the collar counties pursuant to the RTA Act. The salestax is equivalent to
1 percent on sales in Cook County and 0.25 percent on sales in the collar counties. The
salestax in Cook County is comprised of 1 percent on food and drugs and 0.75 percent
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from all other sales, with the State providing a “replacement” amount to the RTA
equivalent to the 0.25 percent sales tax not imposed on sales other than food and drugs.

Eighty-five percent of the proceeds are distributed by formula (Exhibit 1-2) to the
Service Boards while the RTA retains the remaining 15 percent of sales taxes.

Exhibit 1-2
RTA STATUTORY SALES TAX FORMULA
Sales Tax Distributed to:
Sales Tax Collected from: RTA CTA Metra Pace
Chicago 15.00% 85.00% 0.00% 0.00%
Cook Suburbs 15.00% 25.50% 46.75% 12.75%
Collar Counties 15.00% 0.00% 59.50% 25.50%

Source: IMG analysis of 70 ILCS 3615/4.01

Exhibit 1-3 summarizes the allocation of statutory sales tax revenuesin 2005.
CTA received the largest share of tax revenues, 39.6 percent of the total. Metrareceived
just dlightly less, 34.5 percent. Pace received 10.9 percent.

Exhibit 1-3
RTA STATUTORY SALES TAX DISTRIBUTION
2005 (In millions)
Sales Tax Distributed to:
Sales Tax Collected from: RTA CTA Metra Pace Total
Chicago $32.1 $182.0 $0.0 $0.0 $214.1
Cook Suburbs $56.0 $95.2 $174.5 $47.6 $373.3
Collar Counties $17.0 $0.0 $67.2 $28.8 $113.0
Six County Region $105.1 $277.2 $241.7 $76.4 $700.4
Percentage of Total Sales Tax 15.0% 39.6% 34.5% 10.9% 100.0%
Note: Totals may not add due to rounding.
Source: IMG analysis of RTA sales tax data
Exhibit 1-4 outlines the uses of —

RTA’s expendituresin 2005. In 2005, the xnibrt -

RTA allocated $168.7 million to the RTA EXPI(E”'\]] [r:]'migsgs IN 2005
Serwqe Boaf‘?'S to fund the|r r_e'Spect'Ve Receipts Allocated by Formula $623.2
operating deficits. $27.6 million was Discretionary for Operating $168.7
distributed as transfer capital. The RTA Deficit

retained $20.2 million for agency Transfer Capital $27.6
operations. After allocations to the Service | Funds for Agency Operations $20.2
Boards, debt service payments were the Funds for .Reg|onal Initiatives $17.3

4 . Debt Service $177.7

largest group of_ expenditures, totaling Total | $1.034.7
$177.7 million in 2005. Source: 2005 RTA Budget
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Exhibit 1-5
SALES TAXES IN THE SIX COUNTY REGION
(In millions)
1985 Actual | 1985 Inflation Adjusted™ 2005 Actual
Chicago $124.0 $225.6 $214.1
Cook Suburbs $182.8 $332.6 $373.3
Total Cook $306.7 $558.2 $587.5
DuPage $17.0 $30.9 $44.5
Kane $4.6 $8.4 $15.3
Lake $7.9 $14.4 $27.3
McHenry $2.1 $3.8 $8.6
Will $4.1 $7.4 $17.1
Total Collar Counties $35.7 $65.0 $112.9
Six County Region $342.4 $623.2 $700.4
Note: ~ $1.00 in 1985 equal to $1.82 in 2005. Totals may not add due to rounding.
Source: IMG analysis of RTA sales tax data and Bureau of Labor Statistics data

Since the mid 1980s, tax revenues have grown slowly (in constant 2005 dollars).
Adjusted for inflation, collections have increased from $623 million to $700 millionin
2005 (see Exhibit 1-5). This represents an increase of 12.38 percent, or an annual growth
rate of just 0.59 percent (see Exhibit 1-6). When coupled with a population increase of
16.8 percent over the time period, dollars of funding per capita have fallen by
approximately 4 percent in real terms.

Exhibit 1-6

GROWTH OF SALES TAXES IN THE SIX COUNTY REGION

Growth of Sales Taxes 1985-2005 Annual Increase | Inflation Adjusted Annual Increase
Chicago 2.77% -0.26%
Cook Suburbs 3.64% 0.58%
Total Cook 3.30% 0.26%
DuPage 4.93% 1.84%
Kane 6.19% 3.05%
Lake 6.38% 3.24%
McHenry 7.36 % 4.19%
Will 7.44% 4.27%
Total Collar Counties 5.93% 2.80%
Six County Region 3.64% 0.59%

Source: IMG analysis of RTA sales tax data and Bureau of Labor Statistics data

Tax revenues mirrored population growth in terms of their source of origin. Asa
percentage of al tax revenues, taxes collected in the collar countiesincreased from 10
percent in 1985 to 16 percent in 2005. The city of Chicago accounted for 36 percent of
revenues in 1985, but just 31 percent in 2005. Suburban Cook County bore just over
53 percent of the tax burden in 2005, as was the case in 1985 (see Exhibit 1-7).
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Exhibit 1-7
SOURCES OF SALES TAX REVENUES

Note: Totals may not add due to rounding.
Source: IMG analysis of RTA data

RIDERSHIP

Unlinked passenger trips for the three Service Boards decreased from 743 million
in 1985 to 543 million in 1997, a compound annual decrease of 2.6 percent. Since 1997,
ridership has been on the rebound, with all modes of service carrying 598 million
passengers in 2005, an annual increase of 1.2 percent over 8 years. However, thisis still
almost 20 percent lower than 1985 (see Exhibit 1-8).

Exhibit 1-8
UNLINKED PASSENGER TRIPS 1985-2005
(Millions of Passengers)

% Change | Annualized | Annualized

1985 1997 2005 1985-2005 | 1985-1997 1997-2005
CTA Total 642.2 439.2 492.3 -23.34% -3.12% 1.44%
e CTA Bus 486.5 287.6 303.2 -37.68% -4.29% 0.66%
e CTA Rail 155.5 151.0 186.8 20.13% -0.24% 2.70%
e CTADR' 2 .6 2.3 | 1050.00% 9.59% 18.29%
Metra 62.1 66.2 68.6 10.47% 0.53% 0.45%
Pace 38.4 37.8 36.9 -3.91% -0.13% -0.30%
Service Boards 742.7 543.2 597.8 -19.51% -2.57% 1.20%

Notes: - DR is demand-responsive. Totals may not add due to rounding.
Source: National Transit Database reports for CTA, Metra, and Pace
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The decline in Service Board
ridership has been largely the result of a
decrease in passengers using CTA bus
service. With about 487 million
passenger tripsin 1985, CTA buses
accounted for nearly two-thirds of all
tripsin theregion. In 2005, CTA buses
carried about 303 million passengers, a
decrease of 38 percent from 1985, and
remained barely over one-half of all the
RTA agencies passenger trips (see
Exhibit 1-9). Since 1997, ridership
across all three Service Boards has been

increasing by about 1.2 percent per year.

e CTA rail lost passengersat a
rate of 0.24 percent per year
from 1985 to 1997, but saw an
increase of 2.7 percent per year

Exhibit 1-9
RIDERSHIP
Percent of Total Trips
1985 1997 2005
CTA — Total 86.47% | 80.85% | 82.35%
e CTA Bus 65.50% | 52.95% | 50.72%
e CTA Rall 20.94% | 27.80% | 31.25%
e CTADR! 0.03% 0.11% 0.38%
Metra 8.36% | 12.19% | 11.48%
Pace 5.17% 6.96% 6.17%
Service Boards 100% 100% 100%
PASSENGER TRIPS
Percent of Total

All Bus® 70.7% | 60.0% | 57.3%
All Rail 29.3% 40.0% 42.7%
Service Boards 100% 100% 100%

Notes: ** Includes demand-responsive (DR).
Totals may not add due to rounding.

Source: National Transit Database reports for
CTA, Metra, and Pace

from 1997 to 2005. In 2005, CTA rail carried 31.3 million more passengers than
it did in 1985, an increase of just over 20 percent.

e Metra' scommuter rail experienced an increase in passenger trips over the 20-year
period. Metra served 62 million passengersin 1985, and 69 million in 2005, an

increase of over 10 percent.

e Ridership on Pace buses has fallen slightly throughout the period, an absolute

decrease of 3.9 percent.

In 1985, bus trips comprised 71 percent of total Service Board trips. 1n 2005,
buses accounted for 57 percent and rail was 43 percent of all trips. Thisis partially due
to the declinein CTA bus ridership, coupled with an increase in passengers using CTA

rail and Metra
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Exhibit 1-10
RIDERSHIP TRENDS 1985-2005
Unlinked Passenger Trips
(In millions)

Note: Pace figures prior to 2000 are an aggregate of several agencies that now serve the
present Pace service area.
Source: National Transit Database reports for CTA, Metra, and Pace

PASSENGER MILESTRAVELED

Although ridership as measured by passenger trips has decreased substantially
between 1985 and 2005, passenger miles traveled were higher in 2005 than they were
in 1985. 1n 1985, passengers traveled atotal of 3.6 billion mileson CTA, Metra, and
Pace combined (see Exhibit 1-11). In 1997, the three Service Boards provided atotal
of 3.3 billion miles, an annual decrease of 0.79 percent per year from 1985 to 1997.
Between 1997 and 2005, passenger milesincreased by 1.67 percent per year to over
3.7 billion in 2005. The increase in miles traveled despite a sharp decrease in ridership
implies trips are lengthening.
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Exhibit 1-11
PASSENGER MILES TRAVELED
(In millions)
% Change | Annualized | Annualized
1985 1997 2005 1985-2005 1985-1997 1997-2005
CTA Total 2,152.2 | 1,629.6 1,936.2 -10.04% -2.29% 2.18%
e CTA Bus 1,163.4 722.0 782.0 -32.78% -3.90% 1.00%
o CTA Rail 987.4 902.4 1,136.5 15.10% -0.75% 2.93%
e CTADR' 14 5.2 17.7 1164.29% 11.56% 16.55%
Metra 1,297.6 | 1,434.4 1,548.3 19.32% 0.84% 0.96%
Pace 172.8 227.9 273.4 58.22% 2.33% 2.30%
Service Boards | 3,622.6 | 3,291.9 3,757.9 3.73% -0.79% 1.67%

Notes: - DR is demand-responsive. Totals may not add due to rounding.
Source: National Transit Database reports for CTA, Metra, and Pace

e CTA bus saw passenger miles decline sharply from 1.16 billion in 1985 to
722 million in 1997. Service rebounded at arate of 1.00 percent per year to

782 million in 2005.

e CTA rail experienced agradual declinein passenger miles from 987 million
in 1985 to 902 million 1997, but a steady increase to 1.14 billion in 2005.

e Passenger mileson Metrarail increased at a moderate pace throughout the period,
from 1.30 billion in 1985 to 1.55 billion in 2005.

e Milestraveled on Pace busincreased by over 58% from 173 million in 1985 to

273 million in 2005.

In 1985, about 59 percent of all
passenger milestook place on CTA
vehicles. In 2005, CTA vehicles carried
more than 51 percent of all miles. Over
the 20-year period, CTA rail surpassed
CTA busin “market share”, with CTA
rail accounting for 30 percent of all trips
in 2005 versus 21 percent for CTA bus.
Both Metra and Pace steadily gained
“market share” over the period. When
measured in terms of passenger miles as
opposed to trips, Metra makes up a much
larger portion of servicein theregion,
accounting for 41 percent of all servicein
2005. Pace’s share of passenger traffic
also was larger than on an unlinked trip
basis, but still makes up arelatively small
portion of the region’s total service.

Exhibit 1-12

PASSENGER MILES

Percent of Total

1985 1997 2005
CTA — Total 59.41% | 49.50% | 51.52%
e CTA Bus 32.12% | 21.93% | 20.81%
e CTA Rail 27.26% | 27.41% | 30.24%
¢ CTADR 0.04% | 0.16% | 0.47%
Metra 35.82% | 43.57% | 41.20%
Pace 477% | 6.92% | 7.28%
MILES TRAVELED
Percent of Total
All Bus' 36.9% | 29.0% | 28.6%
All Rail 63.1% | 71.0% | 71.4%

Note: * Includes demand-responsive (DR).
Totals may not add due to rounding.

Source: National Transit Database reports for
CTA, Metra, and Pace
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Exhibit 1-13
PASSENGER MILES TRAVELED 1985-2005
(In millions)

Note: Pace figures prior to 2000 are an aggregate provided by Pace of several agencies that
now constitute the present Pace service area.
Source: National Transit Database reports for CTA, Metra, and Pace

FINANCIAL OVERVIEW

The Service Boards' operating expenses have changed little in constant dollars
since 1985 ($1.88 billion in 2005 vs. $1.76 billion in 1985), even though ridership fell by
20 percent. Over the 20-year period, CTA’s expenses have risen by about 0.44 percent
per year. Metraexpenses have fallen by 6 percent in real terms, or 0.32 percent per year.
Pace’ s expenses have increased by 1.80 percent annually, when measured in 2005 dollars
(see Exhibit 1-14).

Exhibit 1-14
CTA, Metra, TOTAL EXPENSES
and Pace combined 2005 Dollars (In millions)
had adjusted passenger 1_985 2005 % Change | Annualized
revenues of $749 CTA (agiulstlezd) $1,215 19%5;/005 19(? 34209 >
s . , , 2% . (0
millionin 1985, when g $537 $504 6.3% 0.32%
measured in 2005 Pace $112 $160 42.9% 1.80%
dO”arS), butjUSt Service o o
$663 millionin 2005, a | Boards | $1.762 | 1878 6.6% 0-32%
decrease of 11.5 percent | Notes: Totals may not add due to rounding.
or 0.61 percent per year. $1.00 in 1985 equals $1.82 in 2005.
Source: IMG analysis of National Transit Database and Bureau of
Labor Statistics data
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Aswould be expected with its declining ridership, passenger revenues at CTA
have fallen by an annualized rate of 0.9 percent per year. At Metra, passenger revenues
have fallen 0.48 percent per year. Although passenger trips remained nearly constant at
Pace, passenger revenues are up 41.8 percent in 2005 from 1985 (see Exhibit 1-15).

Passenger
revenues per trip have
increased at CTA and
Pace, but not at Metra.
However, at CTA,
passenger revenues per
trip have not kept up
with inflation.

Overadll, the
Service Boards
passenger revenue per
trip increased $0.10

Exhibit 1-15
PASSENGER REVENUES
2005 Dollars (In millions)

1985 2005 % Change | Annualized
(adjusted) 1985-2005 1985-2005
CTA $498 $419 -15.9% -0.86%
Metra $219 $199 -9.3% -0.48%
Pace $33 $46 41.8% 1.76%
gig’r'gs $749 $663 -11.5% -0.61%
Notes: Totals may not add due to rounding.
$1.00 in 1985 equals $1.82 in 2005.
Source: IMG analysis of National Transit Database and Bureau of

Labor Statistics data

from $1.01 to $1.11 (or 0.48% per year), while passenger cost per trip increased
$0.77 from $2.37 to $3.14 (or 1.41% per year) from 1985 to 2005 (in constant dollars).

e At CTA, passenger revenues per trip increased $0.07 from $0.78 to $0.85 (or
0.46% per year), while passenger cost per trip increased $0.74 from $1.73 to
$2.47 (or 1.78% per year) from 1985 to 2005.

e At Metra, passenger revenues per trip decreased $0.63 from $3.52 to $2.89 (or
0.8% per year), while passenger cost per trip decreased $1.31 from $8.65 to
$7.34 (or 0.82% pear year) from 1985 to 2005.

e At Pace, passenger revenues per trip increased $0.40 from $0.85 to $1.25 (or
1.96% per year), while passenger cost per trip increased $1.42 from $2.91 to
$4.33 (or 2.00% per year) from 1985 to 2005.

With costs per passenger climbing faster than fare revenues, the Service Boards
average farebox recovery ratio — the percentage of operating expenses covered by fare
revenues — fell from 43 percent in 1985 to 35 percent in 2005. This farebox recovery
calculation differs from the RTA farebox recovery ratio, which excludes certain costs,
such as some pension and security costs.

SCOPE AND METHODOL OGY

This audit was conducted in accordance with generally accepted government
auditing standards and the audit standards promulgated by the Office of the Auditor
General at 74 111. Adm. Code 420.310.

In 2005, the House of Representatives adopted Resolutions Number 479 and 650
(Resolutions) which directed the Office of the Auditor General (OAG) to conduct
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financial, compliance, and performance audits of the four transit agenciesin the
northeastern lllinois area: the Regional Transportation Authority (RTA), the Chicago
Transit Authority (CTA), the Commuter Rail Division (Metra), and the Suburban Bus
Division (Pace). See Appendix A for Resolutions.

The financia audits have already been completed and released and separate
compliance audits are being issued with this audit. These audits did some testing for the
performance audit, including testing controls over the computer system.

The Office of the Auditor General contracted with the firm of Infrastructure
Management Group of Bethesda, Maryland to provide assistance with the performance
audit. The Office of the Auditor General contracted with Infrastructure Management
Group, Inc. (IMG) of Bethesda, Maryland to provide assistance in conducting this
performance audit. IMG isan international firm providing management and financial
expertise to the transportation, aviation and utility industries. IMG's work includes
conducting performance audits, providing management advice, and conducting financial
analyses for public and private organizations.

IMG performed much of this audit, including peer comparisons that used the
National Transit Database and the data from the American Public Transportation
Association. The audit period was generally calendar year 2005. However, events before
and after this period were analyzed as deemed relevant for thisaudit. Much of the latest
datafor peer comparisons made in the audit report was from 2004, as this was the most
current data available when the majority of the fieldwork was being conducted. The
Resolutions asked us to review the agencies’ operations, pensions, and capital programs,
particularly the Brown Line expansion, and determine whether redundant operations exist
among the four agencies.

The auditors reviewed applicable federal and State regulations; examined policies,
procedures, and processes; examined operational reports and records; visited the agencies
facilities; interviewed agency executives, managers, and line staff; tested internal
controls; reviewed contracts and personnel on a sample basis; compared performance to
peer agencies, and reviewed relevant findings in the prior financial audits.

In order to evaluate the performance of the three Service Boards, the auditors
compared key performance measures of the Service Boards to peer agencies, which were
selected as similar based on mission, size, structure, and professional judgment, including
input from the Service Boards. The auditors also performed a time-series analysis where
key metrics were tracked to understand trends and changes in recent performance. Both
analyses were used to determine areas where the agencies were outside the expected
range and where more analysis or corrective action would be required.

Comparing the performance of one organization to another is a useful tool to
identify areas where an organization performswell, as well as areas where improvement
may be needed. Peer comparisons are used in this audit to gain insight into operational
areas where improvement may be possible. If a peer comparison indicates below-average
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performance relative to its peers, the Service Board should further examine the factors
that may be contributing to the differences.

However, since the operating environments of transit agencies differ, caution
must be used in interpreting the results of peer comparisons. While the auditors took
into consideration various attributes of peers (such as size and service characteristics),
al organizations are different. For example, differencesin length of trips, frequency
of station stops, size and type of transit vehicles, population density, climate, level of
contracted services, and other factors impact peer comparisons. As such, some
differences between a Service Board and its peers may be attributable to differencesin
operating environments over which the Service Board may have little or no control.
While the auditors caution against drawing conclusions by examining asingle
comparison measure or comparing any one transit agency to a single peer agency, peer
comparisons are a standard method accepted in the industry for ng performance.

To assess the performance of the Service Boards, comparisons were made with
peer transit agencies across the United States using data from the National Transit
Database (NTD). The NTD isahighly detailed questionnaire that all transit agencies
submit to the Federal Transit Administration (FTA) each year. NTD datais self-reported
data by the transit agenciesto the FTA. Some of the data reported is reviewed by
auditors in conjunction with the transit agencies financial audits. In addition, the NTD
performs validation checks on the reported data. Although NTD is considered to be the
most complete source for benchmarking performance data, and is commonly utilized in
analyzing transit agency performance, the database is not without its limitations. Since
information is self-reported, there may be errorsin the data reported. Also, interpretation
of reporting guidelines may differ across agencies, causing inconsistencies on certain
metrics. Furthermore, changesin level of service, such as reducing headways or adding
capacity to existing service may, affect the peer comparisons. Where appropriate, we
also utilized data from other sources, including the American Public Transportation
Association and published annual financial statements for peer agencies.
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Chapter Two

RTA OPERATIONSAND
GOVERNANCE

CHAPTER CONCLUSIONS

This audit identified significant coordination conflicts and redundancies among

the Service Boards. The current approach of the Service Boards and the Regiona
Transportation Authority (RTA) has resulted in strong independent transit providers and
boards with overlapping political constituents, agendas, and customers. These overlaps
require more coordination by the RTA.

While independence is an important characteristic of high performance
organizations, each of the Service Boards is experiencing financial difficulties:
aging fleets, deferred maintenance, growing operating deficits, and perceived
needs to expand services to its customers.

Given these challenges, it is prudent to consider whether the current
organizationa and governance structure is the best public and financial policy.
The General Assembly may wish to consider more clearly defining and
strengthening the RTA’ srole in finance, planning, fare setting, technology,
performance measurement, and oversight of operations.

The RTA has key administrative functions, including planning, budgeting, and

allocating discretionary portions of the sales tax and grants related to public transit in
northeastern Illinois. This chapter addresses both the RTA’ s operating and administrative
functions and the corresponding administrative functions of the Service Boards, including
fare coordination, planning, and performance measurement.

There is no comprehensive policy or agency responsible for coordinating fares.
Theregion lacks afare system for all Service Boards that fosters uniform
intersystem transfers.

There are anumber of CTA and Pace bus routes that overlap. Currently, thereis
no process in place for the RTA to ensure that adequate planning and coordination
of service routes occurs, including developing guidelines for establishing new
routes or giving consideration to assigning new routes to the least-cost carrier.
Some of the performance measures for RTA and the Service Boards are unclear,
not coordinated, and not uniformly publicized. The RTA should establish
performance measures for itself and all of the Service Boards.

The Service Boards carry out numerous planning initiatives without consulting
each other, such aswith “New Starts’ projectsin which nine projectsarein
planning that compete with each other for scarce local, State, and federal funds.
The RTA should establish criteria for seeking funding and prioritizing the Service
Boards' initiatives.
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The current alocation of RTA Board membersis not consistent with the
population distribution among the three geographic areas delineated in the RTA Act, as
reported in the 2000 federal census. The population in the collar counties increased
significantly, and as such, may be entitled to an additional member on the RTA Board.

The RTA aso has limited operational functions that include managing a call
center and certifying paratransit users.

REGIONAL BUS COORDINATION

Pace and the CTA compete for markets, particularly in suburban Cook County.
While some of these overlapping services are logical, and the net effect of the combined
servicesisto provide a higher amount of total service to the neighborhoods in which they
operate, some represent duplicative and competitive service. Exhibits 2-1 and 2-2,
provided by Pace and CTA, respectively, illustrate areas where Pace and CTA bus
service overlaps.

Some of the overlap occurs when one agency is attempting to connect the
residents of their territory with destinations that are in the other’ sterritory. The types of
destinations that fall into this category are major employment centers or commercial
centers, CTA rapid transit stations, Metra stations, the Chicago Central Business District,
a suburban Central Business District, and similar large attractors of riders.

In addition, CTA officials noted that there are important differences which need
to be taken into consideration when looking at overlapping services. These include:
different origins and destinations, differencesin times and frequency of service, and
connecting service that eliminates forced transfers, thereby improving travel times and
further encouraging the use of transit. However, the overlap in services may lead to
inefficiencies. Pace officials cited the routes on Harlem Avenue and within Evanston
where both the CTA and Pace provide services as resulting in inefficiencies.

A study prepared for Pace concluded that transfer of certain suburban routes from
the CTA to Pace, which has lower operating costs, would save the region nearly $5
million in operating expenses. CTA stated that the study did not take into account several
matters, including Pace’ s longer headways, lower density, and potential new capital costs
to provide the additional service. Furthermore, CTA noted that the analysis used “fully
loaded” costs for the CTA, when marginal costs would have been more appropriate.

While these are not major savings, considering that operating costs of CTA
exceed $1 billion for the 2006 budget year, if achievable, they would be savings
nonetheless. More importantly, the overlap in service and lack of route coordination
serves as an example where more effective coordination and oversight of the Service
Boardsis needed.
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Source: Pace

Exhibit 2-1
CTA — PACE ROUTE OVERLAP
Pace Map

23




PERFORMANCE AUDIT —MASS TRANSIT AGENCIES OF NORTHEASTERN |LLINOIS

CTA-PACE ROUTE OVERLAP

Source: CTA

Exhibit 2-2

CTA Map
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In addition, both CTA and Pace are
currently conducting sub-regional bus
route restructuring studies. Neither
agency is participating to any considerable
extent in the studies of the other agency,
even though they cover areas that overlap
or abut the service areas of the other.

The Regional Transportation
Authority Act gives the RTA the authority
and responsibility to “ mediate disputes
concerning competing services between
Service Boards. If mediation fails to resolve
the dispute the Board shall name 3 of its
members. . . to serve as a panel to arbitrate
the dispute.” (70 ILCS 3615/2.123a)
Recently, a service area dispute between
the CTA and Pace was brought to the
RTA. However, the RTA was
unsuccessful in mediating the dispute and
left it to the Service Boards to resolve.

There are numerous factors to
consider before simply “transferring”
routes to the lowest cost carrier. These
include existing bargaining agreements,
integration with current scheduling, and
fares. More important is the precedent this
sets for planning and coordinating future
route devel opment.

In conclusion, Pace and CTA have
overlapping routes which compete for bus
markets. A rationalized bus route policy
would result in some savings for the
Chicago areatransit system. Resolving
thisissue also would help set an important
precedent for establishing the geographic
focus of these two Service Boards.
Furthermore, a successful mediation and
oversight role for the RTA will strengthen
its ability to set crucia policies among the
Service Boards.
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RTA COORDINATION OF SERVICES

RECOMMENDATION | The RTA should develop and oversee a process that ensures that

NUMBER adequate planning and coordination of service routes occurs.
1 e Standards should be devel oped which set forth guidelines for
establishing new routes, with an important factor being that

adequate consideration will be given to assigning new routes
to the least-cost carrier when service routes overlap.

e Sub-regional route studies should be organized as a part of a
single regional transit planning activity, with the overall
work program agreed to on aregional level, and the rules
for participating in the studies set at the regional level.

¢ Included should be an examination of the feasibility and
cost savings that could be realized by transferring non-
overlapping routes to the least-cost carrier.

RTA RESPONSE The RTA intendsto build on the partnership and cooperation
established with the Service Boardsin our Moving Beyond
Congestion strategic planning work. The RTA agrees that
adequate planning and coordination of service routesis essential.
In conjunction with the Service Boards the RTA will establish
general performance measures and guidelines that would guide
specific, detailed service planning. Performance measures should
include a balance of objectivesincluding feasibility, cost
efficiency, evaluation of existing services for duplication,
geographic/jurisdictional considerations, local needs and equity.
A combined, cooperative and collaborative approach to service
coordination should be utilized by the RTA and Service Boards.

REGIONAL FARE COORDINATION

Intersystem trips are those using the transit services of two or more Service
Boards in the course of asingletrip. The links between the legs of the trips are known as
intersystem transfers. Because each of the Service Boards designs its own services and
setsits own fares, intersystem transfers are relatively uncommon and seldom considered
in each Service Board' s ridership and revenue monitoring systems. However, asthe
Chicago area attempts to develop a more integrated transit system, such trips will become
increasingly visiblein service design and fare policy.

Extent and Distribution of Intersystem Transfers
The last comprehensive, published analysis of intersystem transfers was in a study
performed for the RTA in 2001. The results presented in that study are till relevant

today, given that the total number of passenger trips was very similar in 2005 as in 2000,
and there have been no major modifications to the regional transit network since that
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time. On the average weekday, intersystem transfers account for about 3.3 percent of
boardings of CTA, Metra, and Pace, as shown in Exhibit 2-3.

Exhibit 2-3
INTERSYSTEM TRANSFERS AND DAILY BOARDINGS BY SERVICE BOARD
2000

Note: Totals may not add due to rounding.

Note 1: Computed as one-half the weekday transfers to and from a Service Board, as documented in
Regional Transit Coordination Plan: Location Study.

Note 2: Average weekday boardings by mode reported to the National Transit Database, 2000.Source:
Regional Transit Coordination Plan, National Transit Database, 2000

Intersystem transfers comprise a significant portion (16.4%) of boardings on Pace
buses and Metrarail boardings (5.8%) but only 1.8 percent of total weekday boardings
for CTA. Most intersystem trips (approximately 87%) have at least one leg on the CTA,
as shown in Exhibit 2-4. The remaining approximately 13 percent are transfers between
Pace and Metra. Transfers between CTA and Pace account for the largest percentage of
transfers (51%), followed by transfers between CTA and Metra (36%), and transfers
between Metra and Pace (13%).

As noted in Exhibit 2-3, the transfer percentages cited are for boardings only.
Therefore, the percentage of trips that involve atransfer (boarding or alighting) from one
Service Board to another is double that listed in Exhibit 2-3 (e.g., approximately 33% of
Pace riderstransfer to CTA or Metra). In addition, some transfers are not recorded in the
data, such asif therider used a Link-Up or other pass, or paid a cash fare for the transfer.
CTA estimates that nearly 38 percent of Pace riderstransfer to CTA.
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Exhibit 2-4
INTERSYSTEM TRANSFERS

Note: Totals may not add due to rounding.
Source: Regional Transit Coordination Plan

This distribution of intersystem transfers has significant implications for fare
policy. While CTA has fewer intersystem transfers as a proportion of total boardings
(shown in Exhibit 2-3), decisions made by CTA that affect intersystem transfers can have
aprofound effect on the other Service Boards, particularly Pace.

Inter system Fares

Intersystem transfers are governed by agreements between Service Boards.
Exhibit 2-5 summarizes the current fare media that would be used on an intersystem trip
between pairs of Service Boards. The cost per trip is calculated for each fare medium.
These calculations assume using a pass every workday. One type of Metra pass, the
Link-Up pass, can be used across all three Service Boards, although itsuseon CTA is
restricted to peak hour travel. The passisvalid only when used on a Metra monthly pass.
All other intersystem fare media are limited to travel between two Service Boards.
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Exhibit 2-5
CURRENT INTERSYSTEM FARE MEDIA (FULL FARES)

Note 1: This pass is valid on Pace buses at all hours, and CTA buses and rail between 6:00 a.m. and 9:30
a.m., and between 3:30 p.m. and 7:00 p.m.

Note 2: These passes, good for unlimited travel, are sold by CTA and accepted on Pace buses. RTA
partially reimburses Pace for the lost revenue.

Source: CTA, Metra, and Pace Fare Information

Riders paying cash fare are required to pay the full fare for each Service Board
when making an intersystem trip. CTA and Pace accepted cash transfers prior to January
2006, when CTA decided to discontinue that practice. At that time, atrip from CTA to
Pace cost $2.00, and atrip from Pace to CTA cost $1.75. Now, these trips cost $3.50
each way.

Substantial discounts of 43 percent to 73 percent relative to the cash price are
offered to riders who use pre-paid fares. The largest discounts are available with monthly
Passes.

One class of intersystem fares bears special mention because of the
reimbursement arrangement with RTA. By agreement between the RTA, CTA, and Pace,
Pace accepts several varieties of passes that are sold by CTA, which also retains the
revenues. These passes include the 7-day pass, the U-Pass, the Fun pass, and the various
visitor passes. In 2004, the RTA voted to pay Pace $2 million per year to underwrite the
revenue lost by Pace on these passes. From the program’ s inception in September 2004,
the use of these passes on Pace routes has significantly increased, as shown in Exhibit 2-
6. Although the recent jump followed the CTA cash fare increase in January 2006, the
upward trend was already evident, indicating strong demand for intersystem travel.
However, it is Pace that is bearing the fare discount, since the RTA contribution has
effectively fallen to just $0.32 per boarding as of April 2006, well below Pace's $0.96
average fare. Thisequatesto a cost of $0.64 per rider, or about $3.9 million annually.

CTA officials noted, however, that it provided Pace with $5.3 million in 2005
with no reimbursement from Pace, with $4.1 million consisting of direct reimbursement
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to Pace for farecards, tokens, 7-day, and 30-day passes; and $1.2 million indirect
reimbursement for monthly passes. Furthermore, CTA maintains that Pace does not
contribute to the capital costs of constructing shared facilities nor the development costs
of the automated fare collection (AFC) system.

Pace, on the other hand, stated that CTA provided approximately $1 millionin
passes for Pace to sell and retain the revenue. 1n addition, CTA provided Pace with
$500,000 annually to accept the CTA’s 30-day passes on Pace buses. Pace officials
noted that the $1.5 million subsidy provided by the CTA was about equal to the loss Pace
experienced from providing trips for CTA-sold 30-day passriders. Regarding the other
CTA reimbursements, Pace noted that these appear to be reimbursements from CTA for
Pace accepting CTA’ s fare media sold by the CTA. Pace noted that CTA benefits from
these transactions since it deducts $1.75 from the customer’ s transit card for the initial
trip provided by Pace, and then only pays Pace $1.65, making a profit of $0.10 per trip
for afull fare card.

Exhibit 2-6
TRENDS IN THE USE OF CTA PASSES* ON PACE BUSES

*7-Day Pass, U-Pass, Fun Pass, and Visitor Passes
Source: IMG from Pace information

In conclusion, the Service Boards have collaborated on a variety of fare media
that serve intersystem trips. These fare media are popular at Pace and Metra, where they
account for 31 percent and 8 percent of boardings, respectively. The higher percentage at
Pace reflects not only a higher intersystem transfer rate, but also the acceptance of fare
mediathat are sold by CTA and Metra. The fare agreements offer steep discounts for
long trips that make these trips less costly than a short bus trip on CTA or Pace.
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Effect of Fare Changeson Intersystem Revenues

CTA and Metraincreased faresin early 2006. CTA increased its base cash fareto
$2.00 from $1.75 (14%), eliminated cash transfers, and ceased to accept cash transfers,
including those from Pace. Pass and ticket prices were left unchanged. Metraincreased
all full fares, including cash, tickets, and passes (excluding the Link-Up pass and
PlusBus) by 5 percent. Pace has not changed its fares since 2001.

The fare increases had an impact on Pace, particularly Pace riders’ use of pre-paid
intersystem fare media. Exhibit 2-7 compares Pace boardings in March 2005 and 2006,
including al fares relevant to intersystem trips.

Exhibit 2-7
PACE BOARDINGS FOR SELECTED TYPES OF FARE

Note 1: Includes 1st & 2nd transfers.

Note 2: Prior to January 2006, this fare category included intersystem transfers with CTA.
Note 3: Total monthly Pace boardings, not the total of selected fare categories.

Source: Pace Ridership Report Summary, 2005 Fare Distribution Report Jan-Apr 2006

The percentage of boardings using intersystem fare media increased dramatically
from 20 percent to 36 percent. There was a corresponding decline in cash transfers
following CTA’s decision to not accept cash transfers from 