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FISCAL AND LEGISLATIVE ISSUES FACING THE DISTRICT 

The financial security of public transit is currently being 
threatened with skyrocketing inflation rates, Federal in­
flation ceilings, budget cutbacks and tax revolts. Any one or 
a combination o f these could result in severe budget cuts to 
the District and other transit properties. 

Even without direct budget cuts, the District is facing a $3.5 
million deficit for the remainder of FY 80 and a projec~ed $32.7 
mil lion shortfall in FY 81. These deficits are due primarily to 
an unexpectedly high inflation rate in Los Angeles Count y and a 
drastic increase in the cost of the seven critical items make up 
90 % of the District's current operating expense. The impact o f 
inflation on the District was further discussed in the earlier 
section of this report dealing with the national economy. 

In addition to the very real deficits with which 
must contend, there are a number of local, State 
which, while still undecided, could have an even 
impact on the District than the inflation rate. 
these include: 

Proposition 9 ( "Jarvis II") 

the Di s rict 
and Federal issu s 
greater nega:ive 
At the State level, 

Proposition to remove the sales tax on gasoli i 

• Companion bills to the gasoline sales tax remov- 1: 

SB 1630 (Repeal of TDA) 

ACA 74 Restructure of gas sales tax 

Effect of Jarvis II on Proposition 11 
(California State Windfall Profits Tax) 

Major issues at the Federal level are: 

The "balanced budget " 

7 % limitation on program budget growth 

I roposed new UMTA operating subsidy formulas 

• windfall Profits Tax 

Presented below is a discussion of each of these issues or 
proposal s and their potential impact on the District. 





PROPOSIT I O 9 - "JARVIS II" 

Summary 

Proposition 9, also known as "Jarvis II", is scheduled t o go t o 
the voters on June, 1980 ballot . Although Proposition 9 contains 
three elements , the only element with real impact is t he r e ­
quirement that the State of California reduce State income t ax 
brackets by 50% . Due to the structure of those brackets , State 
income fr om those taxes would be reduced by more than 50 %. 
Estimates of the fiscal impact of Proposition 9 would have on 
the State General Fund are constantly fluctuating . Pro j ection s 
have ranged from $600 million (3%) to $6 billion (30 %) in cuts . 

Impact on Government 

The State Legislative Analyst originally estimated that pa s s age of 
Proposit i on 9 would result in a loss to the State Genera l Fund o f 
approxima tely $5 billion (out of a total budget of $20 billion ) in 
FY 81. Since $5 billion is more than the amount Cali f o r ni a s ends 
on all St ate operations (including universities, prisons , the 
Courts a nd hospitals), it is expected that these and othe r State­
funded p r ograms will experience severe cutbacks. 

In add it.'...on, it is anticipated that cities will b e seel~ a s m)r e 
able t o o e self- s upport i ng than State prog r ams . As a r equ lt, the r e 
will be ~rastic cutbacks in State aid to the citie s and ?-opusi i o l 
13 "bailout" funds be dL,continued . 

Impact on Transi t 

There wi l l be no direct impact on transit since the major s t - te 
funding source for transit, the Transportation Developm21:c Act, 
is not p a rt of the Ge nera l Fund . However, cutba cks wi· 1 b e ~0 

severe that legisla tion may be introduced to eliminate cpec i dl 
funds such as TDA o r SB 620. 

Severe r e ductions in Sta t e f unding and in a id to the c l t ies , if 
they occ ur, may e ncourage the cities to seek l eg islat io~ mak ing TOA 
a par t o f the General Fund to increase fle x ibility i n dec i di~g on 
expendi ture of t hose f u nds . 

Po ssibl e I mpact on t he Di s t r ict 

• No i mmediate i mpac t 

Th , Transportation Committee of the C lifornia Le ag e 
o f Cities h a s taken t h e position that they would 
oppose diversion o f TDA or SB 620 from transportatio~ . 
However, if legislation is introduce d eliminating TOA 
and /or SB 620, the District may experience a los s i n 





t ho range of $21.2 - $103,8 million, (It is unlikcly r 
r owever, that all $103 . 8 million in State aid to SCRTD 
would be eliminated)~ 

PROPOSITION TO REMOVE THE SALES TAX ON GASOLINE 

Summary 

The California Service Station Owners As sociation is cur rent l y 
circulating petitions for a proposed November ballot initiative 
supporting a constitutional amendment to eliminate the 6% 
Californi a State Sales tax on gasoline . 

Impac t on Government Finances 

Repeal o f the sales tax on gasoline would result in an annual loss 
to the St ate of California of $800 million to $1 billion . A 
number of legislators are of the opinion that if the Ca lifornia 
Windfal l Profits Tax (see below ) passes, the sales tax c u t on fuel 
will be l ikely to pass . 

Impact on the District 

Would result in an estimated loss of $21.2 million in S 620 
(gasoline sales tax "spillover funds"). This is e uiva l ent 
to 20% of all State funds received by the District . 

• As a result of decrease in total sales tax collect ed , $ 5 
mi l lion in TDA revenues would also be lost at the State 
level. This translates into an approximate $10.8 mi llio ~ 
los s to RTD . 

• If SB 1630 (see be low) were to pass, it would remo e an 
a dd itional $82.6 million in TDA funds to the District 
(or 80 % of current State funding). 

Elimination of the TDA local match would require a b as e 
f re increa se in the range of $1 . 60 - $1.80 to me et UMTA 
loc a l match requirements . It is unlikely that the Dist r ic t 
wou ~d be able to attract enough passengers at the highe~ 
f ar~ to recoup its losses. As a result, Federal ~unding 
mig ht be discontinued. 

COMPI\N IO,,J LEGIS LI\TION TO PROPOSI'rION ON REMOVAL OF STN E 
SALES TAX O GASOLINE 

Two pieces of legislation have recently bee n introduce i n the 
Stat e Le gislature as a reaction to the proposal to remove the 
State • l e s tax on gasoline. SB 1630 (Mills) would ne ga tive ly 
impact t he District since it would repeal TDA and eliminate SB 620. 





ACA 74 (Ingalls ) would place a Gann - type limitation on the 
amount of sales tax coll cted on gasoline but would al~ocate 
the entire proceeds of the sales tax on gasoline to trans it . 

SB 1630: REPEAL OF TOA 

Summary 

SB 1630 would repeal the Transportation Development Act of 
1974. It is Senator Mills' reasoning that, since the removal of 
the sales tax on motor fuels would result in a loss to the 
State's General Fund of between $800 million and $1 billion, it 
would be illogical to continue a special fund (TDA) which had 
originally been tied to the sale s tax on gasoline . 

Impact on the District 

Passage of SB 1630 would spec ifically eliminate the 
gasoline sales tax "spillover " fund (SB 620). Di strict's 
share of this for FY 81 is $21 .2 million, which is over 
20% of District's State sales tax funding. 

• Elimination of TDA would eliminate local match for UMTA 
funds (as mentioned above ) a nd reduce overall District 
funding by $82 . 6 million (o r 8 0% of State sales ta. fun ing.) 

ACA 74: LIMITATION ON GASOLINE SALES TAX 

Summary 

Assemblyman Ingalls has proposed ACA 74 as an alternative me,~~ ure 
to be placed on the November ballot if the gasoline station 
owner s ' initiative receives sufficient signatures to g0 befo .. ~ the 
voters. ACA 74 would place a Gann-type limitation on collection 
of the sales tax on fuel and would direct that all sales taxe.0 
collected on fuel be spent for transportat ion purposes. 

Impact on Government Finances 

ACA 74 would divert $800 million to $1 billion from State G neral 
Fund to transit . Because it proposes diversion from th~ State 
General Fund at a time when this fund may also be facing cut cks 
from Jarvis II , Ingalls feels that his proposal may experience 
difficulty in gathering sufficient votes to be placed on the 
ballot. However, he argues that the voters may look favor b l y 
upon the gasoline station owners ' bill if Proposition 11 (the 
Califorria Windfall Profits Tax) passes . He feels tha his 
measure presents the only viable alternative to the voters in the 
face of the Service Station Owners' Association initia~ive . 





Impact on the District 

ACA 74 would result in a $800 million t o $1 billion in 
crease in State fundi ng t o transit. Based on current 
TOA allocation formulas, SCRTD ' s share would be 
approximate ly $190 - $240 million, 

• If Jarvis II and the ACA 74 were to pass, there would 
be pressure at the State leve l to retu r n TOA and SB 620 
to the General Fund . This would o ffse t the proj ected 
$190 - $240 mi llion gain by approximately $10 3.8 millio. 

• It is unlikely that the legislature will place the 
proposition on the ballot. 

PROPOSI TI ON 11: CALIFORNIA WINDFALL PROFITS TAX 

Summary 

Proposition 11 will be on t he June, 1980 ballot. It proposes 
that a 10% surtax be p l aced on the business profits of major 
o i l compa nies operating within the Sta t e o f Californi · . A cording 
to the terms of Proposition 11 , the proceeds o f this surtax mus t 
be used t o increase bus and rail service and for the deve~opnent 
of alternative fuels . 

Impact on Government Finances 

Various analys ts place antic ipated revenues after c e rtain 
exemptions in the rang o f $150 - $210 million per year. Sub­
stantial loss o f general funds at the State l evel resultin from 
passage of Jarvis II o the propo sal to repeal the s les t · x 
on gasoline could spur legislation to divert part or al l of the 
Windfa ll Profits Tax proceeds to the General Fund for u e o~ 
other programs . 

Impact on the District 

Although the split betwe en transit and alternat ive 
fuels has not bee n discussed , SCRTD's share could range 
from $35 - sr=o million j y, r . The proce ds could be 
gr atcr if oil com1 cJ.nics did not tc:1k f ull a vontu • o 
avuilab l e exemptions . 

At pre s e nt, the State p l ans to channel 50 % of Proposition 
11 proceeds tlir ctly to th Transportation Planning 
Accounts . This would probably be allocated 1n much the 
sam was us TOA monies a re now . Method of distribution 
of the remaining 50 % o f the funds is as ye t undet rmined . 





If passed, the Windfall Pr ofits Tax may b e seen a s a 
s ubstitute for other State transit financing. I f TDA 

nd SB 620 we r e r epealed, the District could lose u p · to 
$1 03 . 8 million/year starting in FY 82. I f t h i s occu r ed, 
the District's loss under Windfall Pro f its Tax would b e 
approximate ly $54 - $66 million/year , or a 52 % - 66 % loss 
o f the current TDA/SB 620 a llocation. 





LOCA LEVEL ISSUE 

1/2 Cent Sales Tax 

The Los Angeles County Transportation Commission (LACTC) is · 
currently planning to go to Los Angeles County voters in 
November wi th a proposition to levy an additional 1/2 cent 
sales tax to support public transportation in the County. 
At present , LACTC plans to allocate the estimated $210 million 
yearly proceeds as follows: 

Bus Improvements 

TSM and Ridesharing Projects 

Expanded Rap~d Transit System 

Impa ct on the District 

Per Year 
(in millions) 

$ 90 

20 

100 

It is estimated that the District would receive 
approximately $77 mill ion of the money earmarked 
for bus improvements. If this money were added 
to the operational fund , it would represent - a 
46% increase over the projected FY 81 operating 
subsidy of $167 . 67 million . 

It is uncertain whether the LACTC would choose 
to allocate the total $77 million to SCRTD or 
allow SCRTD to spend all of its allocation for 
bus operations . 

In keeping with the Gann initiative, LACTC is 
required to get approval of either 2/3 of the 
voters when the initiative goes on the ballot 
or to obtain prior approva l of the State 
legislature so that approval is required of only 
a simple majority of the voters . 

There is presently some question over whether, (1) 
t h LACTC will be able to get the 2/3 support 
required from the legislature and (2) whether any 
legislator is willing to carry the bill in the 
legislature. 





ISSUES AT THE FEDERAL LEVEL 

THE BALANCED BUDGET AND TRANSIT APPROPRIATIONS 

Summary 

The President rece ntly unveiled a revised FY 81 budget calling 
for_ $15 bill ion in spending cuts . Although the Administration 
is seek ing fu ll congress ional support, this support has .ot 
been totally f orthcoming. The eventual impact on transit is , 
as o f yet, uncertain. 

Impact on t he District 

arious FY 81-85 appropriation levels have been discussed 
for transi t. In t he ·forefront are the Howard (HR 6 417) 
and tl1e Willi ams (S.2296) bills . These propose amounts 
of $1 C. 9 billion and $21 . 8 billion for transit over the 
next fi v e years, respectively . 

Trans it may experience a nationwide cutback o f $420 million 
in capita l projects in the FY 81 budget . 

Far more ser ious in its impact is the 7 %/year growth 
rate j imitation placed by the Office of Management and 
Budg~t (0MB ) on appropriations . This r esu lts in a ga~) 
of s i -11% (depending upon inflation rate used) betwe2n 
year-to -year increases i n Federal dollar allocat ions ~nd the 
local c ost increases . Since State funding cannot be in­
creased to cover t h e shortfall, any discrepancy between 
inflati on and built-in Federal increases must either be 
made up through service cuts or fare increases. 

NEW UMTA FORMULAS 

Summary 

The Surface Transportation Ass i stanc Act passed in 1 978 call d 
for allocation of UMTl\ ec tion 5 formula grants to be made to 
urbaniz ed areas according to their population/population density. 
Tier· I and II of Section 5 ar used by RTD and oth r m· jor 
properties for operat ing expenses . Of particular interest to 
the Di strict is Ti er II , which was established to provide a 
greater proportion of ass i stance to the larger urbaniz ed areas 
to assist them in meeting their unique transit needs . 





Impact o the District 

If the new formula were to be established , the Los ngeles/ 
Long Beach urba nized area would stand to lose approximately 
$18 . 7 million in Section 5 funds i n the next fiscal year . 

Any such formula change wou ld be extremely detrimenta l 
to t hos e transit operators in large urbanized are as . 

The proposal would a l so add 100 new cities to the 
exi sting list of 27 9 eligible urbanized areas . Sl ncE 
fewer funds are available overall , a lesser amount of 
money would have to be spent among an inc reased number 
of ci t ies , some of whom do not presently have transit 
systems . 

FEDERAL WINDFALL PROFITS TAX 

Summary 

A Wind fa ll Profits Tax on pe t roleum products companies was 
proposed by the Pres ide n t in Apri l , 1979 . The basic 
structure was agr eed upon by the Senate and House conferees 
on February 27 , 1980 . The bill was passed by both Houses o f 
Congress and is awaiting the President's signature . 

Impact on the District 

The tax would provide approximately $227 b illion in 
revenues over 10 years . Of the $227 billion, only $16 
billion is earmarked for transit. 

Presently , it is the Administration's intention to 
rese rve the transit portion of Windfall Profits proceeds 
for capita l proj ects only . The District has a greate r 
immediate need for operating assistance than c pital 
assistance, although s uch additiona l capital funds would 
allow UMTA to more readily approve any new r api transit 
starts . 

The total transi t proceeds from the Wi ndfall Profits 
Tax ar limi te<l by law to the $16 b i ll ion total, re ­
gard less of incr ass to the Windfall Pro f it s Tax fund 
because o f a rise in oil prices , or in the in f l at ion 
ra te . This could, howev e r, be changed by futur e Congres ses . 





REC AP ITULATION 

The Di strict has a promis i ng outlook for funding f rom s ch 
me asures as the California and Federal Windfall Profit s Tax 
propos a l c . However, our expectations of the bene fits to be 
derived f rom these measures are marred by a number of issues 
that threaten to, either singly or in concert, eliminate 
substan t ial portions of our subsidy base. 

The Dis t rict faces its most immediate threat from inflation-
a point which is graphically brought out by the fact that we 
face a $3.5 million deficit for the remainder of FY 1980. The 
e ffects of the other mea~ures discussed in this section (such as 
Jarvis I I or the repeal of the State sales tax on gasoline) 
might not be felt until FY 1982. This is approximately the 
length of time it would take for the State surplus to be eliminated 
and admi nistrat ion processes established. 

I n summar.y , the f ollowing issues and measures pose the grea t est 
potenti a l for having a significant impact on the District 's 
operati on: 

Jarvis II; Although t here may be no immediate 
impact on transit due to the "special fund" 
nature of TDA, it is projected that the massive 
i mpact on the State budget will force reconside r­
a tion, if not to t al elimination, of special funds 
s uch as TDA and SB 62 0. 

Elimination of Sa les Tax on Gasoline would r e sult 
in total elimination of over $20 million a ye a~ 
in SB 620 and loss of approximately $10.8 million 
in TDA funds to the District. In addition, if 
SB 1630 (Mill s ) we re to pass, TDA would also be 
rep e aled, resulting in an additional loss of 
a p p roximately $83 million in TDA funds to the 
Di strict. If TDA were lost, it is unlikely tha t 
e ven a drastic f a re increase (upwards of $1.60) 
c ould ge ne r a t e su f ficient emergency local match 
f or Federal fund s . 

o If ACA 74 ( I nga ll s ) we re to be placed on the 
ballot and a ppr ove d by the voters, the District 
r1ight gain be twe e n $.190 and $240 million/yea r. 
However, it is likely that TOA and SB 620 f unds 
(Dis trict s ha r e : $103.8 million) would be t r a ns ­
fe rred back to th~ General Fund. 

Proposition 11 - California Wind f all Profits T x . 
P roposition 11 could generate statewide _ revenues 





of $150 to $210 mi llion . The projected SCRTD 
share would be $35 to $50 million. Again, ·if 
Jarvis II were to pass, the subs tantial loss of 
State General Fund revenues might e ither force 
legis l ation to return part or all of the Wi nd-
f 11 Profits Tax to the Gene ral Fund or repea l 
TDA. 

F deral Allocations and Inflation. The major 
problem with Federal funding is the built-in 
es calato r c lause . This limits growth o f 
al locations unde r a given bill to an estimated 
7% annually. Given the Los Angeles area ' s 
current i n f lation rate, the District will be 
ge tting 5%-11% less each year in Federal funds. 
This loss must then be made up out of the fare­
box, resulting in the need for fare increases 
i n exces s o f the infiation rate. 

Proposed UMTA Formula Change : If an UMTA formula 
change were made , it could result in an $18.7 
mil lion loss of Section 5 funds for the 
Los Angeles/Long Beach urbanized area . 

• Federal Windfall Profits Tax : The share of the 
Proposed Windfall Pro fi ts Tax dedicated to 
transportation and transit purposes has dwindled 
t o 7% ($ 16 billion out of a proposed $227 billion 
10-year total ). Since the fund is discretion r, 
the exact a mount that would accrue to the 
District is unknown. In addition, expenditure oi 
Windfal l Profits Tax proceeds is limited to 
capital items . No funds are earmarked f or 
operation of capital equipment once it is procured. 





ISSUE 

Proposition 9 
(Jarvis II) 

Remove Gas Sales 
Tax 

I 
SB 1630 (Repeal 
TDl\) 

ACA 7 4 (Ingalls) 

Proposition 11 

*KABC- TV Poll 
March 19 , 1 980 

I 
I 
I 

SUMMARY OF INIT I AT I VES A~ - ISS UES FACI NG SC RTD 

LIKELIHOOD 
OE' PASSAGE 

Publ ic 
opinion:* 
Yes : 25 % 
No : 1 9% 
Undec. : 38 % 
Unaware : 18 % 

Unknown 

Unknown 

Highly 
Unlikely 

Likely 

H1PACi m✓ 

DISTRICT 
(DIRECT/ 
INDIRECT) 

Indirect 

Direct 

Direct 

Direct 

Direct 

PO~ENTIAL LOSS (GAIN) 

Loss: 
'11c>state : $600 million to 
6 billion 
Possible loss of TOA/SB 620 
to SCRI'D : $103.8 milli on 

Passage of Proposition 
may trigger SB 1630 

Loss o f : 
State TDA : $350 million 
State SB 620 : $11 0 

mi llio n 
RTD TDA : $82 . 6 mil l i on 
RTD SB 620 : $21. 2 

mil lion 

Gain : 
State : $800 million 

to $1 bil l ion 
SCRTD: $190- 240 mi l lion 

Possible Loss : 
State TDA : $350 mi l lion 
SCRTD TDA : $82 .6 
SCRTD SB620: $2 J . 2 

million -

Gain : 
State: $150-210 

million/yr 
SCRTD: $35-50 

million/yr 

DECISION 
DATE 

June 1980 

Sept . 1980 

Sept . 1980 

Page 1 o f 2 · 

POSSIBLE DATE Ot 
FIRST OUTFLOW OR 
INFLOW OF FUNDS 

FY 1981 

FY 1982 
(July 1981) 

FY 19 82 

Leg islature FY 1982 
approval 
needed 
before 
I:Jroposition 
is placed 
on the 
November , 
1980 ballot 

I-- - - -

June 1980 FY 19 8 l or 
FY 198 2 

I 





ISSUE 

Balanced Budget 

UMTA Formula 
Change 

Federal Windfal l 
Profits Tax 

SUMMARY OF I NITIATIVES A~ ISS UES FACING SCRTD 

LIKELIHOOD 
OF PASSAGE 

Likely 

Unlikely 

Passed 

IMPACT ON 
DISTRICT 
(DIRECT/ 
INDIRECT) 

Direct 

Direct 

Direct 

POTENTIAL LOSS (GAIN) 

Loss of $420 million 
nationwide in capital 
projects 

$18.7 million to L. A./ 
Long Beach 
$13 . 7 million to SCRTD 

Gain of $16 million 
nationwide to be 
allocated on a discre -
tionary basis for capital I 
projects only . 

DECISION 
DATE 

May 1980 

Unknown 

April 1980 

Page 2 o f 2 

POSSIBLE D4"'.T:C CE' 
FIRST OUTFLOW OR 
INFLOW OF FUNDS 

October 1980 

Unknown 

1980-1990 





CONCEPTUAL FARE AND SERVICE DJUSTMENTS 

SERVICE ADJUSTMENTS 

Due to inflation and various uncertainties in the fisc a l and 
legislative areas, the District will face increasing funding 
shortfalls in the near and medium-term (1-5 years). W . know 
that these shortfalls are coming - the only question is the 
level and duration of the funding crunch. 

In order to meet the projected deficit, it will be n .cessary 
for the District to take one (or both) of two actions: cut 
service or increase fares. The following two sections discuss 
(1) possib~e service adjustments (cutbacks), and (2) the 
viability of vaiious fare scenarios at five different ''cutback 
levels ''. For discussion purposes, the levels of cutback (or 
additional f rebox return needed) used are: $10 mill i on 
(approximately our current shortfall), $25 million, $50 million 
and capital subsidy only (the "go-it-alone" scenario). 

SIX SERVICE CUT STRATEGIES 

There are six strategies which might be considered when con­
s idering possible cuts to District service. Each of these 
individual approaches is open-ended, allowing additions or 
reductions to the District's services. The attached chart 
a ddress s the sy·t m impact, public comprehension, impl_ entation 
lead ti ,8 and estimated cost cut covered by each strategy. 

1. Productivity by Line reductions are based on the r nking 
list issued by Service Ana lysis based on passengers per 
vehicle hour. Productivity is measured by dividing the 
vehicle hours of a line into the total daily boarding 
passengers. Express and park/ride services have tte 
greatest potential for severe cuts because freew a y 
operation limits boarding and alighting opportuni t i es. 
Cancellation of these expedited services would dis p ropor­
tionately impact commuters trying to save costs associated 
with driving. Serious reductions babed on productivity 
would leave several cities without bus service, includ-
ing those in Pomona Valley, East San Gabriel Vally 
and parts of the South Bay and Mid-Cities areas. 

2 . rship by Line places emphasis on total 
bo · r ilng pa·ss e ngers _--Lines with infrequent service 
nd/or servic operated only during peak hours would 

be impacted more heavily than frequent service lines. 
Suburban locals and all peak-hour express services could 
be eliminated, leaving several cities without bus 
serv i ce including those in Pomona Valley, East San 
Gabriel Valley and parts of the South Bay and Mid-
Cities areas. This approach might be difficult for the 





public to comprehend, especial ly when patrons on 
park/ride services that are presently operating ove · 
capa ity are told that their line will be cancelled 
b c use of low ridership. 

3. Proportionate Reduction by Sector spreads economies 
throughout the thirteen sectors in Los Angeles County . 
With this approach, equal percentages or actual do llar 
amounts of service would be removed from each sector . 
S rvice would be retained in all areas (and some sectors 
are considered to be too small for equitable reductions). 
For example , a 10 % reduction in West Los Angeles may 
require removal of 50 b uses while the same percentage 
would require only 10 buses be removed in the Mid-Cities 
area and only one bus in the Long Beach sector. Such 
an approach would perhaps be the most equitable . 

4 . Period of Operation considers reduction or eliminations 
of days and/or hours of service . Real dollar value can be 
attached to this approach with minimal diffi culty. Whe n 
confronted with this approach, the District would nnounce, 
for example , that no Sunday service would be provided 
system-wide. This may have far greater negative impact 
in the central parts of the city than the suburban creas. 
Weekday peak-hour services, which provide for home-to-
work travel, would be retained at present levels. 

5. System Rescheduling might be the most widely accepted 
approach because of its ability to tailor the service 
through elimination of certain trips on given lines. 
This approdch takes the longest amount of lead-time and 
has a minimal impact on costs in the short-term. Besides 
requiring extensive passenger data, cutting trips or 
bus es throughout the system on a line-by-line basis 
nee ssitates complet rebuilding of schedules and re­
cutting of work assignments. Also, it discourages 
further growth in system patronage. 

6 . Ma irrjze Operating Ratio uses the revenue/cost ratio as 
the pr imary oasis for reducing service. Premium-fare 
services may be nefit from this approach over loca l and 
suburban lin s . Thi app roach r quires ca reful al loca-
tion f syst m revenues to each line to avoid problems 
regarding v rious crosstown, f eder and shuttle services 
that are necessary to fill gaps in the grid route network 
and t hereby carry many transfer pass~nqers . A minimum 
revenue/cost would be e stablished and lines would be 
eliminated or reduced or fares increased accordingly. 

From the iscussion above , it is apparent that even small ser­
vice cuts - at a 5% level - could have a significant negative 
impact upon the bus riding publ ic. Service cuts would be an 
esp cial ly severe blow in light of the large number of new 





ABLE 3 

SOUTHERN CALIFORNIA RAPID TRANSIT DISTRICT 

Pl an ning Department Analysis of Stra teqies for Cutting Costs o r Raising Revenues 

Strategy System Impact 

1. Productivit y by line Cancel suburban l ocals. 
Cancel mos t peak hour 
express 
Cancel Park/Ride . 

2 . Total ridership by line! Cancel suburban locals 
Cancel most peak hour 
express . 

Cancel Park/Ride 
Biased against peak hour 
only & wide frequency 
1 i nes . 

3. Proport ion ate reduction! Retains some serv ice in 
by sector all sectors 

A. Lines 

B. Frequency 

4. Period of Operation 

A. No Sunday 16 day service 

B. No Saturd ay /Sunday Is day service 

C. DXSS No Nights I 5 day , no ni ght serv ice 

0 . DX S S Ba s e & Fu l l 

I 
Cance l loca! & all day 

peak hour only express trippers 
1 i nes 

I 

I 

I 

l 

Public 
Comp rehen s i on 

\./hy-Low 
What-Hiqh 

Why-Low 
\~hat - High 

Why - Moderate 
What - High 

Why - High 
What - Low 

Why - High 
What - High 

Why-High 
What - High 

Why-High 
What-High 

. 

I 

I 

I 
Why - Moderate I 
What-Low 

Short. 

Implementat ion 
Lead Ti me 

ln terl i nes & Rel ief Run s 
must be redone. 

Short . 
lnterl ines & Relief Runs 
must be redone . 

Short 

Long 

Short 

Short 

Long 

Long 

I 

I 

I 

I 

Annua 1 i zed 
Esti mated 

Cost Savings 

5% = $14,000,000 
10% = 28,000,000 
15% = 42,000,000 
20% = 56,000,000 

5% = $14,000,000 
10% = 28,000,000 
15% = 42,000,000 
20% = 56,000,000 

Same % as above 
according to 
requirements . 

$23,200,000 

$51,200,000 

$63,600,000 

$98,100,000 

-

-





----------------------.--------------- ------------- - -- - - -- -- - -------- ---------------
5. System rescheduling to 

remo ve : 

A. Fi xed % tri ps 

[3 • Fixed % buses 

C. Service by Per iod 

6. Maximize operating 
ratio (Revenue/Cost) 

A. Lines 

8-. Sector 

C. Type of service 

Inadequate system capacity 
inhibits grovvth. Retains 
coverage throughout system. 

Establish minimum revenue/ 
cost ratio or maximum 
subsidy per passenger for 
al l services 

A. Why- Hi gh 
What-Low 

High 

Very long 

Long 

Same % as #1 above 
according to 
requirements. 

Depends on resched ­
uling or repricing 
May be no cost 
savings but higher 
revenues. 





r ide r s CRTD gained durin g th _ May energy shorta ge . I n 
a ddition, studies by the District's Market Research De p r t­
rnent hav : demonstrated that the public prefers fare increc ses 
over s e rvice cuts. 

The fol l owing sectio n discusses possible fare structure changes 
the District might be able to consider in lieu of service cuts. 

ALTERNATIVES FOR FARE STRUCTURE CHANGE 

if a serious budget shortfall occurs, or if State or Fede ral 
f unds are suddenly lost , a wide range of fare revision al t e r­
natives should be carefully considered in lieu of service cuts. 
Four al t ernative fare structures and the implications o f e ach 
a re discussed below. Fare structure alternatives include: 

(1) Current fare structure (simplified) 
(2) Plan 1 with a 20¢ peak-period surcharge 
(3) Plan 1 with no passes 
(4) Plan 1 with no passes or transfers 

Figure A summarizes the effect that each of the four conceptua l 
f are structures wbuld have on revenues and passenger boa r dings 
a t differe nt levels of base fare. Figures B , C, D and E demon­
s trate the approximate base fare the District would have t o 
charge under each fare structure to meet theoretical budget 
s hortfalls or sudden funding losses of (A) $10 million, (B) 
$25 million and (C) $50 million . 

ALTERNAT I VE 1 - CURRENT FARE STRUCTURE (SIMPLIFIED) 

Under Alte rnative 1, th e District ' s base fare struc~ure woul d 
b e r .t a in e d . A base fare would be charged and transfers i s sued 
(for an a ddjtional fee); monthly passes would be sold; t rips 
made b y fr ~eway bus would be assessed an express "step" cha rg 

ased o n number of miles traveled in an express mode . Fare 
d iscounts would be available for the elderly and handica ppe d. 
Some simplifications wou l d be made to the present system: 

base fare is variable 
s tudent discounts are eliminated 
the elderly and handicapped fare is set a t 50 % 
of the base fare ( nd is subject to the 20¢ peak­
period surcharge under Alternative 2). 

ch expre s s ste p is 50 % of the base fare 

Advant a ges 

Alternative 1 would be easy to administer ·since 
it retains many of the features of the Distric 1 s 
curre nt fare str ucture. 





Hi ghest retention of passengers at hi ghe r levc~s of 
base far .. 

Disadvant gs 

• Th ird lowest (out of four) in total annual rev .nue 
t both high and low base fare level . 

Mos t costly in terms of base fare needed in each 
hortfall alternative. 

ALTERNATIVE 2 - CURRENT STRUCTURE -WITH PEAK PERIOD SURCHARGE 

Alt rnative 2 woul d retain all of the features of Alternative 1 . 
In addition , it would contain 20¢ peak-period surcharge. This 
surcharge would be assessed on all users of the system durin g 
the peak periods . 

Advan tage s 

Highest-yield alternat i ve in terms of annual 
evenue while remaining second (out of four) in 

passe nger retention . 

Wo uld hep e liminate peak-hour conges tion by 
encouraging patrons to defer trips to the of f ­
peak period whenever possible . 

Re quires lowest base fare under $25 million short­
fal l scenario and second-lowest base fare under 
$1 0 million and $5 0 million shortfal ls. 

Disadvantage 

May pose collection problems for operators . 

ALTERNATIV:C. 3 - ELIMINATION OF MONTHLY PASS 

Alt rnative 3 would be v .ry s imilar to Alternative 1. The only 
difference would be the elimination of the monthly pass . 

~dvantage.; 

~econ d-high _~t in an nual revenue at the middle 
rang of asc far . s. 

Would eliminate some fraud problems associat d 
with the monthly pass . 

R .. quires second-lowest base fare under $10 mill ion 
hortfall. 





Disadvantages 

Presents a major inconvenience to patrons. 

Second lowest in passenger retention. 

Requires second highest base fare under all 
shortfall scenarios. 

Increases operating cost by slowing passenger 
loading . 

ALTERNATIVE 4 - E.LIMINATION OF TRANSFERS AND MONTHLY PAS -.ES 

Alternative 4 is again, essentially similar to Alternative l 
with the major exception that it does away with all mon t hly 
passes and transfers . 

Advantages 

Is highest-yield alternative at very low base 
fare . 

• Req uire s lowest base fare of all alternatives. 

Disadvantages 

e Can be extremely costly to passengers in a 
"grid" s ystem such as SCRTD's . 

Large passenger deflection caused by slight 
increases in fare . 

• Boardings lowest of all alternatives at all 
base fare level s . 

Revenues lowest of al l alternatives after mid­
range base fare i s reached. 

Increases operat ing cost by slowing passenger 
loading . 

"GO IT ALONE " SCENZ\RIO 

It is unlikely that the District 's local share will eve r 
de crease to the point where it is necessary for SCRTD t o 
recoup all of its operating cost s through the farebox. 
However, it is helpful when considering possible service 
cutbacks or fare increase s to also analyze the possible 
e ffect such· an event would have on the District. 

For FY 81, it is projected that the District will rece i v e 
a pproximately $168 million from State and Federal subs idy 
s ources. If the s ubsidies were discontinued, the Di stri ct 
would have to operate at the break-even point of opera t i ng 





costs and farebox revenue s. As Figures B through E show, the 
only alternative where a break-e ven point is reached is 
Altern tive 4 - elimination of passes and trans fe rs. If a .· 
no subsidy strategy were adopted under thi s alternative, the 
base fare would be over $1.00 and patronage would be halved. 
Alternative 2 shows potential for reaching a break-even 
point bu t this is only after a $1.60 base fare is adopted 
and a 43% decline in ridership is experienced. 

THE ZO NE ALTERNATIVE FOR MEETING NO-SUBSIDY 

A strategy that is difficult to quantify (and therefore not 
represented in the graphs) but has potential for allowing 
the District to ope r ate at a break-even level is the Smal l 
Zone Scenario. This scenario could possibly generate suffi­
cient revenue while retaining a significant amount of exis ting 
pa t r onage. 

In the Small Zone Scenario, the District would be divided i nto 
a large central zone (about a 4-mile radius) and a set o f small 
zones averaging 2 miles by 2 miles. In figuring fares, two 
factors would be applied: (1) cost of operating t he l ine, and 
(2) zone charges. Cost o f riding the line would be figur e d 
based on total operating cost for a particular line divided 
by the number of boardings on that line. On lines carrying 
long trips , the zone charges would reduce the required ~us 
fare so t hat short distance riders ~ould not need t o pay the 
higher fare s paid by l onger distance riders . I t is estimated 
that this e lement of the fare would range from 30¢ to $2.50 . 
Most lines would have a base fare o f $1 . 50 or les s. Zoe 
charges would be added to the base fare depending on t he 
length of ride. 

Advantages 

Has potential for break-even opera t ion . 

Mi nimizes p a tronage loss compared with a uni f orm 
b ase fare. 

Passengers taking short trips don't subsid i ze 
those taking longer tr ips - t r ue cost o f providing 
t he trip i s refl e cted in t~e fa re . 

Disadvantages 

Di fficult to adminis ter but l ess dif fi cult than 
Pre-1974 zone syste m because there are no passes 
or transfers. 

Fares on some lines a re much higher than subs i dized 
fare s . 
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EXPRESS SERVICE ADJUST ENTS 

In any alternative, the District , will have to carefully consider 
modifications to the fare structure of express servicec, • 
including subscription and park/ride lines. The District may, 
for the first time, have to make significant fare adjus~mcnts, 
perhaps requiring such services to become pay- as-you-go operations . 
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ESTIMATED BASE FARE UNDER EACH ALTERNATIVE 
AT VARIOUS LEVELS OF SHORTFALL 
(rounded upward to nearest 5¢) 

(A) (B) 
Alternative $10 million $25 million 

Fare Annual1o Patronage ss Fare Annual Patronage Loss 

1 ( status quo) 65¢ 20,000 75¢ 36,000 

2 (peak period 
surcharge) 60¢ 30,000 60¢ 30 ,000 

3 (no passes) 60¢ 30,000 65¢ 38,000 

4 (no pass s or 
transfers) 55¢ 50,000 60¢ 60,000 

( C) 
$50 mill i on 

Fare Annua l 
Pa t r onage Loss 

80¢ 56,000 

65¢ 36,000 

70¢ 46 ,000 

60¢ 60,00 
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D AND PROJECTIO1 S 

Current P · tronage Growth 

R. T . D. 's riders h ip is sti l l i ncreas i ng . Our average weekday 
boardings f o r March 1980 are 1 , 210,00 0 . This is 90 , 0 0 0 'or 7%) 
over the same mont h a year ago . Some d ys have been as high ~s 
1 , 34 0, 000 estimated boardings . Saturday and Sunday ri o rship 
. hows a s imilar increase . The average aturday in March had 
68 0, 000 Loardings . This is 6 0 , 0 00 boardings ( 9% ) high e r th n a 
year ago. March , Sunday board ing s are estimated at 430 , 000 p e r 
day - this is 35 , 000 bo rding s or r oughly 9% higher then a year 
ago . 

Patr nage on t h e Park-N-Ride l ines i s up even more . The total 
rjdership of al l P rk-N-Ride l ines i n February was 52% higher 
then the year b efore . The range o f growth v aries from a bout 1.5% 
t o 1 5 0%. 

It is cl e ar that h • gher ·gaso lin e prices re caus i ng mo 1·e p e ople 
to use t r ansit - especially th o se wh o travel long dista nce s . 

Demand Pro jections 

In the p a er "Patron ge Demand Estimates " presented to the Bo a rd • 
of Direc tc r s in January 19 80, we forecast a demand gro-"1 t~1 r t e of 
8% - if !=,,_rvice w re exp nded to meet the demand . To r. a:1 le this 
additiona l patronage would requi re a 6 % increase in s ei: \y:· ~e . Ho w­
ever , in ~ r paring the Five Year P l a n it was determined that we 
could not afford such a service expansion. In fact , we could not 
~£ford eve n a more modest 2% s ervic e expansion . Becaus e oft 1 , 

t h urrently propo· .d budge t for fiscal 1981 assumes th·t we will 
continue ~o operate the curren t service levels . 

\ ith pa tr nage now runnin g 7-9% above l st ye a r, we wi J..~ soon b e: 
handling 1 . 3 million boa·dings per day. In the height of the ~a~ o­
line shortage last 11ay we. :i veraged 1 . 37 million boardi n';; s a Ga y . 

~ ny lines are extr e mely crowded now . Ca pacity is pri1:~r ily in ~ h ~ 
off-pe ak l)e riods . We will h ve trouble handling the n u1~b --- r O "'. patron s 
that will try to lL,e our s ~rvice next ye a r if our currc~n l g r owth r t:. te 
ontinues. Many will f'nc1 the buses too crowded . We will on1y be 

, } l to cl cl c q u t 1 y c d r r y ,1 c1 d i.. t. ion a l o .f f -pc • a k i cJ c r s . 

l- a c v,' i L h t h i s t l • 1 n ,1 r Id , 1.,.r c ~ '.; ho u J c1 not h c , r _ rl c _· n g s T v : c c , L ·: _ h c • r w P.. 

c;hould b e e xpa nding it , \ }1r: re ne eded , c s fa t as we ca IL - f f ord to o 
o . 
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