TOWN OF CHAPEL HILL 405 Martin Luther King .

Boulevard

Town Council Chapel Hill, NC 27514
Meeting Agenda

Mayor Jessica Anderson Council Member Theodore Nollert
Mayor pro tem Amy Ryan Council Member Adam Searing
Council Member Camille Berry Council Member Elizabeth Sharp
Council Member Melissa McCullough Council Member Karen Stegman

Council Member Paris Miller-Foushee

Monday, April 15, 2024 6:00 PM Library Meeting Room B
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In-Person Meeting Notification

View the Meeting

e Public attendance is welcome, and limited to room capacity

e We will not live stream the event, but will provide the Post-Meeting Video
https://www.townofchapelhill.org/councilvideo/

e The Town of Chapel Hill wants to know more about who participates in its
programs and processes, including Town Council meetings.

e Participate in a voluntary demographic survey before viewing online or in
person - https://www.townofchapelhill.org/demosurvey

Parking and Entry

e Parking is available at the Library lots. The Library is served by CL Route, D
Route, and GoTriangle Routes of Chapel Hill Transit

e Meeting Room B is to the right from the main entrance.

e Please do not bring signs.

ROLL CALL

OPENING

http://www.townofchapelhill.org Page 1 of 2 Printed on 4/10/2024



Town Council

Meeting Agenda April 15, 2024

ANNOUNCEMENTS BY COUNCIL MEMBERS

AGENDA ITEMS

1.

FY 2024-25 Budget Development [24-0196]

PRESENTER: Chris Blue, Town Manager
Amy Oland, Business Management Director

Council will receive an update on the status of the FY 2024-25
budget development and discuss year two of the five-year budget
strategy.

Follow-up Discussion on Future Bond Referendum [24-0197]

PRESENTER: Chris Blue, Town Manager
Amy Oland, Business Management Director

Council will receive an update on the timeline of holding a 2024 vs
2025 referendum and will receive a recommended list of projects for
Council discussion.

REQUEST FOR CLOSED SESSION TO DISCUSS ECONOMIC DEVELOPMENT,
PROPERTY ACQUISITION, PERSONNEL, AND/OR LITIGATION MATTERS

http://www.townofchapelhill.org Page 2 of 2 Printed on 4/10/2024
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TOWN OF CHAPEL HILL 405 Martin Luther King Jr.

Boulevard
Chapel Hill, NC 27514

Iltem Overview

Item #: 1., File #: [24-0196], Version: 1 Meeting Date: 4/15/2024

FY 2024-25 Budget Development

Staff: Department:
Chris Blue, Town Manager Town Manager
Amy Oland, Director Business Management

@ Attachments:

e Draft Staff Presentation
e FY25 Transit Information
e Staff Responses to Council Questions

The Agenda will reflect the text below and/or the motion text will be used during the
meeting.

PRESENTER: Chris Blue, Town Manager
Amy Oland, Business Management Director

Council will receive an update on the status of the FY 2024-25 budget development and
discuss vear two of the five-year budaget strateqy.

TOWN OF CHAPEL HILL Page 1 of 1 Printed on 4/10/2024

powered by Legistar™
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FY 2025 BUDGET
DEVELOPMENT UPDATE

Council Work Session
April 15, 2024



Council Interests
Five-Year Strategy
FY25 Budget Update

AGENDA

Budget Timeline



We will recommend....

e 1.5 cent property tax increase for General Fund

e 0.5 cent tax increase for the Transit Fund

e Competitive Cost of Living Adjustment for employees
e Increased funding to some community partners

e Additional funding for Affordable Housing Development
Reserve



The annual impact on taxpayers...

Property Impact of

Valuation 2 cents

$ 250,000 $ 50 e 1.5 cents for

$¢ 500,000 $¢ 100 General Fund
$ 750,000 $ 150 « 0.5 cents for

$ 1,000,000 ¢ 200 Transit Fund

$ 13,000,000 ¢ 2,600

$ 64,000,000 $ 12,800




Council Interests



Align
Budget with
Needs,
Goals,
Priorities

Ensure the excellence of our core
services and essential business functions

Align practices with current best
practices and emerging trends

Advance Council priorities and major
initiatives effectively

B Council Interests
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Here's How We Build the Recommended Budget.

> W N

Department personnel & operating budgets

Cost of living increase

Cost increases in utilities, fuel, vehicle maintenance, technology
Council priorities and community partner requests

Department budget adds for program expansions/additions

B Council Interests



Good
Stewardship
of Public
Funds

11

Manager vs Council authority

Understand how earmarked allocations
such as “Penny for ” are being spent

Ensure efficiency across the organization,
especially by leveraging technology

Maximize state, federal, and outside
grant funding

B Council Interests
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We Take Stewardship Seriously.

Strong policies, best practices, great ratings

Council approves every penny — and we keep track of
them all

We are leveraging technology for efficiency across the
organization — and we are a people-driven, people-
serving organization

We are good at getting grants — and administering

grants takes capaC|ty B Council Interests
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e Support policy-based, data-driven
decision making

Council

Initiatives * Communicate progress towards goals;
especially' share successes

Complete * Implement Complete Community in a

Community holistic, proactive, and entrepreneurial

Manner

B Council Interests



14

We are committed to advancing Council goals.

« Recently filled data analytics position in Business
Management

 Staff cohort recently trained in Results-Based Accountability

* New website, engagement platform will increase ability to
share dashboards, interactive maps, and engage community

« Multiple staff across several departments focused on
implementing Complete Community

B Council Interests
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 Appropriately plan for aging assets such
as fleet and equipment

Sustainable, * Appropriate schedules for infrastructure
Predictable maintenance, such as stormwater and
Budgeti“g streets

* Build in cost of maintenance and upkeep
into new facilities projects

B Council Interests
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We do our best to plan ahead.

* Annual Business Plan asks departments to communicate
needs for staff, operations, maintenance, etc.

- Five Year Budget Strategy articulates backlogs and big
rocks ahead.

« Economic conditions and influences are often not
predictable

B Council Interests



Five-Year Budget Strategy
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 Keep Council continuously informed and
up-to-date on trends and priorities that
Purpose of impact fiscal planning and future

Five-Year spending allocations.

Strate
9y By understanding the “big rocks” ahead,

there should be greater predictability,
transparency, and fiscal sustainability

B 5 Yr Strategy



Evolution of
Five-Year
Strategy

19

First iteration focused on catching up on
significant backlog of core business needs

Next iteration will be an ongoing,
continually updated five-year forecast.of
known needs

Economic conditions and operational
needs change, so it's not a crystal ball
and not set in stone

B 5 Yr Strategy
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Five-Year Strategy: FY25 General Fund Proposal

FY 2024
Staffing 1,850,000
Operations 250,000
Facilities/Streets 250,000
Fleet 750,000
Parks Capital 971,000
Fire Capital 250,000
Aff Housing 282,605
Greenways 500,000
TOTAL 5,103,605
Proposed Scenario 5.00 cents

FY 2025

No new $
500,000
500,000
500,000

No new $

No new $

No new $

No new $
1,500,000

1.50 cents

FY 2026 * FY 2027 FY 2028
300,000 400,000 500,000
500,000 500,000 500,000
250,000 250,000 250,000
250,000 250,000 250,000

18,000 18,000 18,000
250,000 250,000 47,000
18,000 18,000 18,000

No new $ No new $ No new $

1,586,000 1,686,000 1,583,000

1.50 cents 1.50 cents 1.50 cents




How we handle
revaluation will
impact our
revenues.

21

Revaluation will likely see big
property value changes that

could have a huge positive

impact on our budget.

Opportunity to realize some.of
the natural growth from the
revaluation if we do not roll
back to revenue neutral tax
rate.

B 5 Yr Strategy



FY 2025 Budget Update
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* |t takes a lot of new
development to move the

Property tax needle just a little.
gl‘.O\!\Ith s  Lack of growth impacts our
minimal - but ability to balance our budget.
not as bad as « Updated projections for
we thought. property tax revenues show

1.3% growth (up from 0.9%).

M FY 25 Update
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) * The NC retail economy has
Sales tax is slowed down.

down across « FY25 sales tax projections are

the state - but still at 4% over prior year (down

current year from 6-12%)

estimates » FY24 actuals are at 6% (up

aren’t quite as fI‘OITI.4°/o p.rojected) which
positively impacts next year’s

bad. budget.

M FY 25 Update



The cost of
doing
business goes
up every year
- and
continues to
do so.

25

While inflation is starting to
stabilize, costs are still high.

Departments absorb cost
Increases by making cuts
elsewhere in their budgets.

Departments are seeing an
increase of 3-5% for their
day-to-day operations, with
tech increases at 5-7%.

M FY 25 Update
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We value our
partners - and

Community Home Trust* $110;642

we should e |nterfaith Council** $7,974
Pe"iOdica"y * Partnership to

review End Homelessness** $123,876
agreements.

*Contractual obligation to fund
**Increasing funding commitment

M FY 25 Update



27

Things are d  Natural tax growth is enough to
° cover the cost of COLAs for

little better for employees.

General Fund .

« Natural tax growth is not enough.to
than we cover cost of doing business
thought - but Increases.
not enough to ° We still have a significant backlog

of critical needs and we need to
meet our continue with 5-year strategy.

needs.

M FY 25 Update



It’'s time for
the Transit
fund to get a
funding boost
- beyond bus
purchases.

28

Experiencing significant
inflationary costs for parts,
materials, supplies

Highly competitive market
across the Triangle for transit
operators.

Two recent tax increased were
for bus purchases, not other
cost Increases.

M FY 25 Update



We have
close to

3 Pennies
for
Affordable
Housing in
2025.

29

Local Funding $1,298,502
CDBG $ 341,250
Partner Initiatives $1,103,959
Property Tax Relief $ 100,000
Total $2,843,711

M FY 25 Update



Budget Timeline
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FY25 Proposed Budget Schedule

Manager's Work Public Council
Recommended Session Hearing Vote
Budget



32

e 1.5 cent tax increase for the
General Fund

We'd like e Competitive COLA for employees
your e 0.5 cent tax increase for the
feedback Transit fund

on... . gsggtﬂlty partner funding

e Affordable Housing funding
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Chapel Hill Transit
Fiscal Year 2024-25 Budget
Presentation

Chapel Hill Town Councill

April 15, 2024
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Partners Committee Structure

While a department of the Town of Chapel Hill, Chapel Hill Transit is advised by
Hill Transit Partners Committee, which provides policy and financial guidance:

«Camille Berry, Town of Chapel Hill — Council Member

*Melissa McCullough, Town of Chapel Hill — Council Member
*Theodore Nollert, Town of Chapel Hill - Council Member
«Jason Merrill, Town of Carrboro — Council Member

Randee Haven-O’Donnell, Town of Carrboro — Council Member

*Marie Parker, Town of Carrboro — Interim Town Manager

*Gordon Merklein, University of North Carolina at Chapel Hill — Associate Vice
Chancellor for Real Estate and Campus Enterprises

*Cheryl Stout, University of North Carolina at Chapel Hill — Director, Transportation and
Parking

*Cha’ssem Anderson, University of North Carolina at Chapel Hill — Associate Director of
Transportation and Planning
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Chapel Hill Transit Overview

Responsibilities:

= Fixed-route Bus Service (20 weekday & 12 weekend routes)
EZ Rider (ADA Service)

Short and Long Range Transit Planning

= Marketing and Public Relations

= Major Transit Initiatives

Staff (208 employees):
= QOperations —158
= Maintenance — 34
=  Administration — 16

Fleet (113 revenue vehicles):
= Buses —93 (29 hybrids, 11 electric)
= Demand Response — 20




Recent Successes

4

L)

* NSBRT project included in President’s Budget

1)

4

L)

1)

* Bus stop improvements
 Improved 18 bus stops and completed bus stop audit

4

L)

* Delivery of 7 new electric buses

1)

4

L)

* Grant awards
e $298,000 for 60-90% of facility expansion project
e $2,160,000 for bus stop improvements

1)

e $180,000 for new real-time signs

e

* Implemented new real-time system and app

1)

o

» Bus yard repairs

o

» Artin Transit collaboration

R/
0‘0

Completed solar study

e

e

Continued support of Transit Partner and Community events




4

o0

L)

4

o0

L)

<&

4

0

1)

4

A 4

L)

Department Goals & Priorities

Continue to return service from COVID/staffing reductions
Operator/Maintenance Pay, Recruitment and Retention

* Additional compression work — step-based plan for skill-based positions

Supervisor Training and Development Training for Managers

e Succession planning and development

Bus stop improvement projects and support Vision Zero
* Construction Bid/NC54 Improvements with NCDOT and Carrboro

North South Bus Rapid Transit

* Full Funding Grant Request/State Funding
* NSBRT - Substantially complete 60% design

Continue to explore on route charging for electric vehicles
Continue Art in Transit Collaboration




Key Budget Issues for FY 2025 &Beyond

v’ Costs up, things break and are getting old
v’ Labor market challenges continue

v’ Staff stress high and capacity low

v’ State and federal contributions flat

v Out of space — zero emission infrastructure
v No new service and no new capital

v’ The list goes on, but we’ll stop here

JE W




Examples of Cost Increase

Part Description 2019 Price Current Purchase Price
Rear Suspension Air Bag $67.99 $91.69 34.86%
Oil Filter $16.00 $19.75 23.44%
Fuel Filter $12.78 $15.20 18.94%
Diesel Oil $1.99 $2.34 17.59%
Generator $1,324.00 $1,499.00 13.22%
Injector $600.77 $775.85 29.14%
Power Steering Hose $67.86 $143.55 111.54%
Rear Brake Drums $187.63 $256.97 36.96%
Water Pump Belt $12.37 $15.09 21.99%
Air Conditioner Belt $29.85 S41.62 39.43%
Mirror Assembly S$751.27 $977.76 30.15%
Demand Response Vehicle Tire $139.68 $246.90 76.76%
Diesel Bus $458,944 $590,000 28.55%
Demand Response Vehicle $64,720 $110,000 69.96%
Engine Replacement $25,000 $67,162 168.64%




Partner Contributions

$25,000,000
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FY19 ADOPTED

$15,993,066

$5,438,052
$8,719,868

$1,835,146

FY20 ADOPTED

40

PARTNERS CONTRIBUTIONS BY YEAR

$5,503,736

$1,835,146

$16,058,750

$8,719,868

FY21 ADOPTED

m Chapel Hill

I Carrboro
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FY22 ADOPTED

University

\ $18,869,254

$6,407,034
$10,266,043

$2,196,177

FY23 ADOPTED

Total Local Contribution

$19,109,780

$6,487,034
$10,389,234

$2,233,512

FY24 ADOPTED

$21,736,278

$7,461,577
$11,754,967

$2,519,734

FY25 PROJECTED



Federal & State For41rnula Fund

2014-2024 Federal and State Formula Funds

55,000,000
54 500,000
54,000,000
5$3,500,000
$3,000,000

52,500,000

52 000,000

51,500,000

51,000,000

5500,000
5

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

B Federal W S5tate



Federal Discretiona42ry Grants

2014-2024 Federal Discretionary Grants
56,000,000

$5,000,000
54 000 000
53,000,000

52 000,000

51,000,000 I ‘
N I ] I

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

B Planning MW Buses W Other Capital



FY16-26 Capital Plan

FY16 FY17 FY18 FY19 FY20 FY24 FY25 FY26




FY25 Budget Estimate

Current Year
Allocation Potential FY25 Difference pital Plan Projection

Town of Chapel
Hill $6,478,034 $7,461,577 $983,543 $7,912,000

Town of
Carrboro $2,233,512 $2,519,734 $286,222 $2.,640,000

$10,676,519 $11,754,967 $1,078,448 $12,510,000

Assumes no levy adjustment for Chapel Hiill.



FY25 Budget Estimate Recomm

- Potential FY 25 Budgeted FY25 M FY25 Capital Plan Projection

Town of Chapel Hill $7,461577 $7,007,255 $454,322 $7,912,000

Town of Carrboro $2,519,734 $2,366,281 $153,453 $2,640,000
$11,754,967 $11,211,816 $543,151 $12,510,000
Total Local

Contribution $21,736,278 $20,585,352

Total Funding Gap SO $1,150,926 $1,150,926

Assumes a 0.5 levy rate adjustment for Chapel Hill and uses Transit F
Balance (Federal Relief Funding) to cover the gap.




Transit Levy Rate I-iSistory

FY18 FY22
FY14 | FY15 | FY16 | FY17 |(reval)| FY19 | FY20 | FY21 |(reval)| FY23 | FY24

6.0 — 6.2 —
bus bus

. . purchas purchas
Chapel Hill Transit Levy 5.1 5.1 5.1 5.1 5.0 e 6.0 6.0 5.4 e 6.2
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Adds for FY 2025

Positions™
» Transit Planner — Staff to assist with data reporting and service imple
» Bus Stops Amenities Technician — Staff to assist with the maintenance

of bus stop amenities.

*Positions funded through the Orange County Transit Plan




Key Budget Issues 4SBeyond FY 2025

v' Discuss strategic funding alternatives related to ongoing 'operating and
capital needs - fiscal sustainability.
« Labor market challenges will continue to impact transit — labor
rates may continue to escalate, along with inflation/cest of living.
« NSBRT, buses, radio system, bus stops, facility expansion for zero
emission, backup power for charging, roof, generator;, HVAC, etc.
« Short Range Transit Plan includes $15M in unfunded service
priorities.
v Orange County Transit Plan: funding for new services over next 5 years.
Vehicle Capital funding in FY26 ($1,855,583) and FY27($672,574)
v Potential impacts to State/Federal Funding due to zero fare/service
expansions in State/Region.
v Zero emission infrastructure costs — facility, solar and looking beyond
electric.
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Next Steps

e April 25— Partners’ Meeting
e May 1 — Presentation of Manager’s Recommended Budget
e May 8 — Budget Work Session

e May 15 — Budget Public Forum

e June 5 — Tentative Adoption of FY2024-25 Budget
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51
04-15-2024 Town Council Meeting

Responses to Council Interests

Strengthening our financial and budgeting policies

Council Interest:
Demonstrating that we have appropriate schedules in place for infrastructure maintenance — stormwater,
streets, and paving.

Staff Response:

Stormwater: The Stormwater Enterprise Fund budgets for routine maintenance, water quality monitoring,
improvement projects, and basic needs. As part of our recommended 5-year stormwater infrastructure and
maintenance plan, there are requirements needed to comply with the Town’s National Pollutant Discharge
Elimination System (NPDES) Permit. Once the needs are better understood, any funding shortfall will need to be
addressed.

Street Resurfacing: A third-party engineering firm conducts a biennial pavement condition evaluation of all
town maintained paved streets and provides maintenance recommendations. FY23’s Pavement Condition
Evaluation identified a backlog of needs totaling S17.3M. The report recommended an annual sustainable
funding level of 55.2M.

The current funding level of 568,515 represents 10.9% of the recommended S5.2M. The current year’s budget
is sufficient to mill and pave about 5 streets (2 miles of streets) out of ~760 streets. Based on current funding
level and the two miles of streets being resurfaced, we would be paving streets on an average once every ~82.5
years based on ~165 paved center line miles. The recommended best practice for resurfacing streets is every 15
years.

Year 2 of the 5-Year Budget Strategy recommendation includes an additional $250K for street resurfacing. It is
recognized that additional funding will be needed in outyears to achieve a sustainable funding level.

Council Interest:
Building operating and maintenance costs for new Parks & Recreation or other facilities into short and long-
term financial planning systems.

Staff Response:
The new Comprehensive Parks and Recreation Master Plan will provide recommendations and best industry
standard practices associated with staffing levels, maintenance costs, and operational needs.

Staff has prioritized including staffing, maintenance costs, and operational needs into the most recent
feasibility study. For example, the 2023 Splashpad and Inclusive Playground Feasibility Assessment Final Report
included relevant staffing, maintenance costs, and operational information.

Staff has maintained historical data and recommendations from internal Town staff committees that provided
information related to staffing levels and operational needs for the Park Maintenance and Landscaping
Division who maintain the Right of Way areas, parks, and the exterior vegetation management of Town
facilities.

Prepared by the Town of Chapel Hill
04/03/2024
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04-15-2024 Town Council Meeting

Responses to Council Interests

Council Interest:
Demonstrating that we have appropriate schedules in place for aging assets such as Town fleet vehicles and
our more expensive vehicles (ie fire and garbage trucks, buses) plus other expensive equipment.

Staff Response:

Fleet Replacement Program funded through the General Fund has a current backlog of needs totaling ~59.8M.
This excludes needed funding for large Fire Apparatus, Transit’s fleet and buses, and vehicles funded through
non-General Funds (i.e., Public Housing, Parking Services, and Stormwater).

A recommended sustainable funding level of $2.2M will begin to address the outstanding needs related to the
General Fund. The proposed year 2 (FY25) General Fund increase of $500K will result in a budget of $1.605M. If
we continue to implement the 5-Year Budget Strategy including increasing funding for Fleet Replacement in
outyears 3 through 5 of $250,000 annually, we anticipate achieving a sustainable funding allocation in year 5 at
§2.35M, taking inflation into account.

Based on vehicle type and use, replacement schedules are established to attain the best life cycle cost. The
longer-term interest is to get the greatest use of the vehicle before major repairs are required and sell the
vehicles/ equipment to achieve the greatest return that can be used to offset the cost of a new vehicle. Once a
sustainable funding level is achieved, it will take up to 10 years to rotate out the older vehicles to attain
desirable replacement cycles.

Ensuring that we have the systems and resources in place to successfully leverage as much
state, federal, and outside grant funding opportunities as we can.

Council Interest:
Ensuring that we have the systems and resources in place to successfully leverage as much state, federal, and
outside grant funding opportunities as we can.

Staff Response:

Town staff actively work on, seek out, and consider grant opportunities year-round. Approaches to this include
searching grants for specific projects; reviewing opportunities gleaned from professional organizations,
networks, and listservs; and hearing about grants from the Central Pines Regional Council (CPRC) through our
Grants Assistance service agreement. When a new grant is identified, staff work with CPRC, when needed, to
determine whether the Town is eligible. Common reasons for ineligibility include the Town being the wrong
size, not meeting disadvantaged or qualified census tract criteria, lacking strategic plans in relevant areas (ie
Parks master plans), or lacking sufficient matching funds to comply with grant requirements. Staff may also
not apply due to staffing or future funding concerns or lack of project fit. When we have applied to grants but
not been awarded, it is typically because of limited funding and/or larger jurisdictions putting forward more
competitive applications. Future opportunities include at least seven (7) Town staff teams working with CPRC
on grant applications. In addition, staff working on grants meet quarterly to discuss challenges and strategies
for applying and managing grants successfully.

[See attached Town Grants Update March 2024 infographic.]

Prepared by the Town of Chapel Hill
04/03/2024
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04-15-2024 Town Council Meeting

Responses to Council Interests

Funding specific areas and projects

Council Interest:

An understanding of where we stand in our comp and class progress. Specifically, are there more big
adjustments that we can expect before we get to a sustainable pay structure? If so, when should we expect
them and what is the estimated cost?

Staff Response:

The Compensation and Classification study Request for Proposals (RFP) is complete and will be posted soon. We
anticipate the cost of this study to be around 5100,000. It is expected to be finished by FY 24-25, with results
available in time for budget discussions.

The last Classification and Compensation study in 2018-2019 resulted in recommendations that would have
cost the organization around $3.5 million in new, recurring funding to fully implement. We did not have
sufficient funding to do that. We were able to make some pay increases and adjustments, but gaps still exist.

Salary increases are only one component of compensation challenges. Increasing pay can also create salary
compression. Compression occurs when a new—or newly promoted-- employee with certain skills and abilities
is hired at a similar or higher rate of pay than an existing employee with comparable skills and abilities and a
longer tenure in the role. This situation occurs when pay raises do not keep pace with the Cost-of-Living index,
and when salary studies are done infrequently.

In FY 22-23, we conducted an internal Compression study and were able to adjust pay for 60 General Fund
employees and 45 Enterprise-funded employees.

Compression issues continue due to a strong labor market and the need to offer higher salaries to attract
talent. Pay adjustments have been made for 29 General Fund employees and 28 Enterprise-funded employees
since July 2023.

In total, 162 employees have received compression and career progression-related increases totaling
S573,673.69 + benefits. This is a recurring cost to the organization.

The historical information is, at this time, our best source to estimate what to expect as future
recommendations. It’s likely the new Classification and Compensation study recommendations will be higher
given the recent changes in the local labor market, and higher inflation that has occurred since the last study.

Prepared by the Town of Chapel Hill
04/03/2024
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04-15-2024 Town Council Meeting

Responses to Council Interests

Funding specific areas and projects

Council Interest:

An understanding of any additional resources needed for next steps such as FLUM updates and possible
zoning map changes. Can this be accomplished with current staffing, or will we need significant consultant
contracts? Is this already in the budget?

Staff Response:
We expect to accomplish the zoning map changes and associated community engagement with current
staffing. We do not expect entering into a consultant contract for that phase of the LUMO update.

Minor amendments to the FLUM may be appropriate alongside the zoning map changes and could also be
accomplished with current staffing. However, any major updates to the FLUM will be reserved for the
comprehensive plan update process which will begin — at the earliest in FY26.

Council Interest:
Building the first of the fire stations and partnering with the county to house the EMS services.

Staff Response:

Earlier this year, the CHFD staff met with the committee for the planning of Station 4 as well as the Manager’s
team. It was decided that due to the sensitive nature of the Legion Road property, Fire Station 4 would be the

first station to be replaced. This would allow the Town time to identify additional land or finalize uses for land

at Legion Park. Staff have spent the last several months focused on progressing development of Fire Station 4.
The plan has 3 phases:

e Construction of the new station
e Demolition of the old station
e Construction of the affordable housing project

These phases allow us to plan for each milestone independently and ensure the correct partners are engaged
along the way. Staff is working with the selected developer (Little) to have a contract for the design of the new
station. Assuming all funding became available at the time of the request current estimates are the facility
would cost about 510 million and be completed in 2028 excluding the cost of demolition for the current Station
4. We are estimating demolition cost to range from S150k — 5200k.

Fire Station 4 is located at 101 Weaver Dairy Extension, this facility is 1.6 miles from the Orange County
Southern Human Services Center. The County’s plan for the southern part of the human services site includes a
large EMS “hub” type facility. Due to their plan for this facility, they have declined to be included in the
development or occupancy of Fire Station 4. CHFD Station 3 is currently located on East Franklin St. but is being
proposed to move to Legion Road near the cemetery. Station 3 is far enough from this County facility that
Orange has confirmed and contractually obligated their commitment to assisting in the design and having
occupancy in this facility. If funding were to be available as soon as it was requested, we believe this project
would be roughly 12-18 months behind the Fire Station 4 project.
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Responses to Council Interests

Council Interest:
Understanding the timeline and needs for additional fire stations and the future police headquarters.

Staff Response:
The below table indicates the status of our fire stations:

Station . Number of Minimum Anticipated
Number Station Age Apparatus staffing Replacement
Planning Year
L 61 1 3 ASAP
2 6 3 6 2058
> >4 1 3 2028
1 42 3 7 2025
> 23 2 4 2041

Nationwide best practices as well as our Town’s internal practices recommend a 50-year life cycle for a fire
station using modern construction materials and practices. The planning for replacement should begin in the
40th year of that station. Station 1 is the next station needing replacement that is not currently being discussed
for replacement. When we decided to proceed with station 3 and 4 as the next projects station 1 was still being
considered for replacement as part of the municipal services center project. With that project scope now
changed we would be interested in having conversations about where and how we can plan for the
replacement of station 1.

Staff is negotiating to move the police department into a new building. The anticipated timeline, which
includes design, upfit, and moving, has the department fully operating in the new location between 9 to 11
months from now.

This new location will allow for both full operations in one location and include space for the department’s
growth over the next 10 years. This is anticipated to be the long-term location of the department for a
minimum of 10 years.

Council Interest:
Understanding the timeline for the EPA, NCDEQ. What should we be budgeting for the existing police station
site?

Staff Response:

The EPA has until October of this year to make a final determination about the CERCLA petition. Town staff
continues to support the EPA in that process and is concurrently working with the NCDEQ on a draft
Brownfields Agreement. With regard to budget, we maintain 560k a year for ongoing maintenance of the site.
This includes activities like repairs to fencing and maintenance of the stormwater diversion area and vegetative
cover along the embankment. Our consultant’s cost estimate for remediation of the Police Station site ranges
from $2.9M to 18.2M, depending on the extent of materials removed. Please refer to the bond borrowing
conversations for more details on those costs. Staff will continue to keep the Council updated as we learn more.
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Responses to Council Interests

Council Interest:
Establishing a plan for how the Penny for Parks will be used to help fund a mix of new projects and facility
improvements, as intended.

Staff Response:

A Penny for Parks spending plan has provided an opportunity to address long-standing parks and facilities
infrastructure needs. Additionally, staff have developed a spending plan recommendation for the next five
years that continues to address infrastructure improvements, building of new amenities, and the upgrading of
parks and facilities that are highly utilized by the community.

Within FY 24 we have funded these completed projects in FY 24 by using Penny for Parks funds:

Teen Center renovations: S30K

Miscellaneous small park improvements: 532K

Nate Davis, Sr. Gymnasium upgrades/renovations: S55K
Design services for park projects: 526K

Penny for Parks will fund these soon-to-be completed projects in FY 24:

Installation of new basketball goal systems and dividers at Community Center and Nate Davis Sr.
gyms: estimated 5$250K

Athletic field turf improvements at Southern Community Park: estimated S100K

AD Clark Pool upgrades: estimated S50K

Additionally, 5300K is allocated for the Comprehensive Parks and Recreation Master Plan process.

In FY 25 we plan to complete the reconstruction of the Cedar Falls Park Tennis Courts which has been awaiting
completion since 2014. An estimated S800K from the Penny for Parks fund will be utilized to make up for the
current budget shortfall for the 51.7M project.

For the following three fiscal years, staff spending recommendations are guided by Council goals/initiatives,
projects that have been on project list for a substantial amount of time, high priority infrastructure needs, and
projects that meet community interests.

A few examples of potential projects could include:

LED lighting installation at multiple park locations

Plan, permit, design, and construction of a splash pad facility
Homestead Park turf fields replacement project

Construction of Morgan Creek Greenway east sections

Once completed and adopted, the Comprehensive Parks and Recreation Master Plan will provide development
recommendations for future facilities and parks.
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Responses to Council Interests

Council Interest:
Getting 1 — 2 new facilities constructed in the next 2 years.

Staff Response:

The new inclusive playground at Chapel Hill Community Center Park and the new skatepark at Homestead Park
are reconstruction projects that will replace aging infrastructure and equipment. Both projects are ARPA
funded and will be under contract no later than December 2024. We anticipate construction for both projects
to commence in Spring 2025.

The 2023 Splashpad and Inclusive Playground Feasibility Assessment Final Report provided price estimates,
amenities, staffing recommendations, and space requirements for a destination splash pad or pocket park.
Based on community feedback, Homestead Park is the preferred location for a small to medium sized
destination splash pad which could range from S650K to S1.2M. Upon an identified funding plan, a splashpad
could be a new facility constructed within the next couple years. If Penny for Parks funds are used, staff
anticipate a plan that would require allocating funds over at least two fiscal years.

Staff are actively exploring options for a new Parks and Recreation Administration Building and Community
Clay Studio. 2015 bond funds are available for this project.

Council Interest:
Continued funding for the Clean & Green Ambassadors.

Staff Response:

In early 2023, the Town allocated 5300,000 in ARPA funds towards the Clean & Green Program, and contracts
with the Chapel Hill Downtown Partnership (CHDP) to administer the program. The CHDP selected The Budd
Group to perform the services after a competitive bidding process. The scope of the program includes cleaning
the sidewalks and alleyways, watering/weeding street planters, graffiti removal, ambassador services &
periodic pressure washing. The services cost 5$150,000/year, with the contract terminating December 31, 2024.
Additional funds have not been identified to continue the program.

Funding specific areas and projects

Council Interest:
Understanding where things stand on the Everywhere to Everywhere greenways study plus our greenways
project pipeline in terms of timeline, priorities, and funding needs.

Staff Response:
Everywhere to Everywhere Greenways Feasibility Study

Description: Feasibility study on the full 25-mile network of greenways identified in the Mobility and
Connectivity Plan and in the Complete Community Framework. This study will include extensive community
engagement and preliminary design and engineering to determine preferred alignments, offer alternatives,
and identify potential issues. The study will result in a 15% conceptual design for the entire network including
detailed cost estimates. This may open up opportunities to potentially secure additional federal funds.
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Status: Awaiting FHWA finalization of grant agreement and preparing to release RFP for design firm
procurement (expected this month)

Council accepted funds via a consent agenda item in January 2024.

Once a firm is selected, anticipated 2-year planning process.

Required a local match of S300k - 2023 Greenways budget + in-kind labor (Mobility and Greenways
Planner .33 FTE)

Following completion of feasibility study, funding will be needed for more detailed design of each
greenway segment as well as construction. These cost estimates will be produced as part of the study.

Greenway and other bike-ped project pipeline

Bolin Creek (Umstead Park to Estes Ext.): Under design (5500k ARPA). No funding identified for
construction (est $3.1m)
Morgan Creek Greenway:

o West Extension — Under design with 2015 greenway bond money. The remaining 2015 bond
funding will supplement the 51,270,000 received from Durham Chapel Hill Carrboro
Metropolitan Planning Organization (DCHC-MPO) for construction.

o East Extension — Under design (S500K ARPA). No funding identified for construction (est. $4.7m).
Fordham Sidepath (Cleland to Willow) — Fully designed with partial funding for construction. Bids for
construction came in too high and were rejected. Likely need to identify additional funds (shortfall
amount ~ 51,938,000).

Estes Dr Ext facilities: Under design. Will be fully designed and ready for construction in 2026. Federal
funding $3.6m with local match of ~5900k. Any additional costs will need to be funded from remaining
Streets bond funds.

Cameron Ave protected bike lanes: Under design. Design and construction are funded. The Planning
Department’s Office of Mobility and Greenways (OMG) anticipates additional funding from resurfacing
accounts and will start conversation with UNC about contributing to the project. Construction expected
Fall 2025.

Tanyard Branch Trail Neighborhood Connector (Campus to Campus): Design not yet underway. 5200k
ARPA funds designated for design + any remaining funds from the 2023/2024 greenways budget (this is
being used for staffing and RAISE match, so amount available is uncertain). Likely additional funding
needed for design, and construction is not funded. Portion of greenway may be designed/constructed
as part of Jay Street project.

Fordham Sidepaths (Willow to Old Durham Rd.): This project will fill the gaps in the sidepaths along
Fordham Blvd. Has $2,248,000 in federal funding but no local match identified. Municipal agreement
with NCDOT not initiated.

MLK Sidepath: Will be constructed as part of NSBRT. Fully funded.
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Responses to Council Interests

Council Interest:
Addressing the question of and creating a schedule for getting the Municipal Service District funds to the
Downtown Partnership.

Staff Response:

Since 1989, a Downtown Municipal Service District (MSD) has been in place that collects annual tax
assessments from property owners within the district that are then used for services and improvements to
downtown. The Town operates the MSD and provides a portion of the MSD funds to the CHDP.

Currently, the CHDP receives 5150,000 in MSD funds - approximately 31% of total MSD revenues. The
remainder of MSD funds are used for other purposes specific to downtown, including maintenance & upkeep of
public areas at 140 West, a dedicated groundskeeper for portions of Franklin Street, and funding for the
startup accelerator Launch Chapel Hill. In addition to MSD funds, the Partnership also receives annual
contributions from both the Town and the University. The Town provides an additional allocation of $170,000
from the General Fund.

CHDP’s 2020 Strategic Plan recommended shifting MSD resources towards the CHDP with a goal to get as close
to 100% of the funding as possible. In-depth discussions regarding the transfer of additional MSD funds have
yet to occur. Meanwhile, the Town maintains its interest in continuing to fund services and improvements in
downtown outside of CHDP’s current scope of services. If the interest is to move all MSD funds to CHDP, the
General Fund would need to cover the cost of 140 West, Launch Chapel Hill, and the downtown
groundskeeper’s salary & benefits.

Council Interest:
Understanding how the streetscape & mobility plan fits into our decision-making timeline to ensure continued
progress.

Staff Response:

The Streetscape Enhancement & Mobility Plan will result in block-by-block concept designs with planning-level
cost estimates, as well as phased implementation and policy recommendations for sequencing capital
improvements and leveraging partnerships. The phased implementation strategies would reduce the financial
burden, along with any burdens placed on businesses during construction. Staff expects to present the final
plan to Council in December 2024.

Should Council adopt the plan, the Town must still pursue next-level utility/engineering studies and drawings
and make a final determination regarding street ownership before bidding construction work or awarding any
contracts. The downtown study area consists of approximately 4.3 street miles. Based on similar high-touch
street reconstructions completed in the last 2-3 years, Toole Design estimates a per mile cost of $16.1M -
S$18.7M, totaling 568.9M - 580.3M for the entire study area. (Note: This is a rough estimate for forecasting
purposes. Staff will have better estimates as an outcome of this current planning phase.)
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Responses to Council Interests

Council Interest:
Anticipated costs and associated timing for the NS BRT, including matching funds.

Staff Response:
The Capital and Operating cost projections for NSBRT remain the same as we shared with Council and our
Transit Partners last August.

Capital (in year-of-expenditure (YOE) dollars):

We currently have a $5.5M cap on the capital side, which is more than reasonable for a project of this size to
have at this point. This also does not include any State funding and we have submitted NSBRT and a number of
project alternatives to the State’s SPOT funding process. Our target for State funding is S25M (our max request
is for $56.7M in State funding). The committed local funds do not currently include property donations,
payments in lieu and sponsorships, which all could reduce the uncommitted balance.

Total Project Cost* $183M

Minimum non-Federal required share (“local match)*** $36.6M

Uncommitted balance ($5.5M)

*Year of expenditure dollars

** Project sponsor may request a maximum of 80% of total project cost

*** Project sponsors must contribute a minimum of 20% of project cost

Estimated Cost of NSBRT Operating and Maintenance (O&M) (in year-of-expenditure (YOE) dollars):

Estimated annual O&M costs for NSBRT are approximately 56.3M, assuming a 2029 service launch. Assumed YOE
O&M costs for existing service on the NS Route service are approximately $4.9 million, including service
expansions funded through the Orange County Transit Plan.* This results in a net balance of $1.4 million to
support NSBRT O&M costs. Like all transit services, these costs are shared between the Transit Partners. The
Town of Chapel Hill’s annual share is 35% (approx. $525,000) of the estimated O&M costs; the balance is shared
between the University of North Carolina at Chapel Hill and Town of Carrboro.

* The Orange County Transit Plan (OCTP) allocates 51,025,304 (7,539 annual hours, 21 hours per day) for NS service in
2028.
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Current O&M cost estimates are based on the following service levels:

Day of Week Time Period UNC In-Session UNC Out-Session
Frequency Frequency
Weekdays 5:00 a.m. to 7:00 a.m. 20 minutes 20 minutes
7:00 a.m. to 6:00 p.m. 7.5 minutes 10 minutes
6:00 p.m. to 8:00 p.m. 15 minutes 15 minutes
8:00 p.m. to 11:00 p.m. * 20 minutes 20 minutes
Saturdays 8:00 a.m. to 12:00 p.m. 20 minutes 20 minutes
12:00 p.m. to 6:00 p.m. 15 minutes 20 minutes
6:00 p.m. to 11:00 p.m. * 20 minutes 20 minutes
Sundays 8:00 a.m. to 12:00 p.m. 20 minutes 20 minutes
12:00 p.m. to 6:00 p.m. 20 minutes 20 minutes
6:00 p.m. to 11:00 p.m. 20 minutes 20 minutes

*Service extended to 1:00 a.m. on Fridays and Saturdays during the UNC Chapel Hill fall and spring academic calendars

Final O&M costs depend on various factors including service hours, service frequency, vehicle technology and the
year service begins. Cost precision will adjust and improve as we move closer to requesting the Small Starts Grant
Agreement. Chapel Hill Transit continues to pursue additional funding for O&M through the Orange County
Transit Plan and other sources.

Council Interest:
Explanation of how being fare-free impacts Chapel Hill Transit funding.

Staff Response:

Chapel Hill Transit has been a fare-free (pre-paid) system since January 2002 and is often used as a model for
other systems and communities looking at similar approaches. While we are called a fare-free system and that
is easy to understand for customers, our system would more appropriately be called a pre-paid fare system,
representing the contributions from the University (student and departmental fees) and Towns (property tax
and vehicle registrations fees). This model has worked well for our Partners and communities. We do review
this approach and in 2015 a report was developed by Nelson\Nygaard as part of our strategic and financial
sustainability efforts and presented to the Transit Partners Committee and Council (attached). In summary and
as detailed in the report, with the capital and operating costs associated with fare collection and other
implications, there is little benefit to changing this model. Since this report was completed, capital and
operating costs associated with fare collection have all increased. The University has also demonstrated strong
support for the existing pre-paid model and would not likely change their approach if the Town(s) decided to
implement some type of fare-based program.

[See attached CHT Fare Analysis FINAL.pdf]
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GRANTS
UPDATE

FY2023 SNAPSHOT

$9.3M S$3.6M $3.2M

Crants Additional Town
adopted in grants matching
budget received funds needed

FY2024 HIGHLIGHTS

e RAISE, DEQ and Triad Foundation grants
received, among others

e Contract with Central Pines Regional
Council to pilot grants assistance

e 7 teams working on 9 new grant
applications with CPRC since August

e Cross-department team meeting
quarterly to share successes and

challenges
CHALLENGES
® s
Matching Grant Staff
funds requirements resources

4

Projectand Future Competition
community  costsnot with other
fit covered  municipalities

UPCOMING OPPORTUNITIES

e CPRC contract continue into FY25

e Parks & Recreation Master Plan

e Inflation Reduction Act
environmental initiatives

e Everywhere to Everywhere
Greenway RAISE study

e Community Project Funding
through Rep. Foushee's office
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FARE IMPLEMENTATION ANALYSIS

EXECUTIVE SUMMARY

Chapel Hill Transit (CHT) transitioned from charging fares to operating fare free in 2002. Shortly
after this change, ridership began to increase and ultimately grew from approximately 3.5 million
to nearly 7 million between 2002 and 2012. CHT credits this growth—in part—to its decision to
operate fare free. CHT has not collected fares since 2002; therefore, the agency does not have
capital or administrative systems in place to charge a fare.

However, financial constraints have led CHT and the CHT Partners! to re-evaluate the potential
benefits and costs associated with re-instituting fares, including:

= Policy and administrative implications associated with charging a fare

= Estimated capital and operating costs and benefits

= Expected ridership and revenue impacts raised by different fare scenarios
= Estimated return on investment associated with charging a fare

Fare Collection Considerations

Charging a fare—or not charging a fare—encompasses a wide range of costs and benefits for CHT.
By not charging a fare, CHT loses revenue. With ridership close to seven million passengers
annually, the potential for fare revenue may be significant. In addition, CHT as an agency is
subjected to some negative perceptions that users of the service are not “paying its way.”

The costs of operating fare free, however, are balanced by benefits. These benefits include not
only increased ridership, but also easier administrative and operational systems. Operating fare
free is less complex because it simplifies accounting systems and reduces the need for secure
storage of cash. CHT also does not need to manage and distribute fare media. As part of
transitioning to a fare system, CHT would need to invest in capital equipment (fareboxes) and
hire administrative staff to administer and manage the fare collection system. There are also
operating costs associated with charging a fare because passengers boarding the bus and stopping
to pay their fare will slow routes.

Fare Policies

Fare collection would also require that CHT develop and implement a fare policy to address
financial matters (fare levels and revenue), customer relations, and cost control (administrative/
management issues). An additional fare policy issue for CHT is consideration of the regional
transit network and developing a fare system that is consistent with existing regional practices,
including transfers, fare technology, and the GoPass regional fare card.

1 Includes representatives from the Town of Chapel Hill, the Town of Carrboro, and the University of North Carolina-Chapel Hill.
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Social equity and environmental justice are also important considerations in establishing and
setting transit fares. Transit agencies typically work hard to offer equitable fares because they
recognize that riders may have a hard time paying their fares.

Fare Implementation Costs

Capital Cost

Implementing a fare requires capital investment because the vast majority of CHT’s vehicles do
not have fareboxes and where fareboxes exist, they are outdated. For purposes of this analysis, it
is assumed that fareboxes would need to be purchased for all CHT vehicles. There are also a
series of other capital equipment needs associated with fare collection systems. In total, the
estimated capital investment necessary to purchase and install a fare collection system is
estimated to be between $1.8 million and $2.8 million.

Operating Cost

In addition to capital investments, implementing a fare would also have ongoing operating costs
associated with administering the fare system. These costs include developing and distributing
fare media (tickets and passes), managing reduced fare programs, and customer service
questions. Ongoing operating costs for fare implementation are estimated at roughly $530,000
annually. About half of the costs are associated with increased staff, maintenance of the fareboxes,
and purchasing fare media. The other half reflect contributions to a capital reserve fund so new
equipment can be purchased at the end of its useful life.

Additionally, introducing fare payments to a transit system inevitably will create boarding delays.
These delays are related to passengers paying their fares as well as asking questions and talking to
the driver. For a single stop, these small delays may seem insignificant. However, over the course
of a full route, they can aggregate and create noticeable issues with on-time performance and
schedule adherence. Annual operational impacts associated with slower boarding times are
estimated to cost approximately $390,000.

Revenue

Ridership and revenue assumptions are based on three fare scenarios developed as part of this
analysis.2 Figure ES-1 shows gross and net revenue projections for the low, medium, and high fare
scenarios. Gross revenue projections do not include the cost of collecting fares, capital
investments, or additional operating costss3.

When accounting for annual operating costs, fare revenue set at the high ($1.25) level would
generate a net positive return of just over $100,000 annually, or less than 1% of CHT's annual
operating budget. The middle and low fare levels are estimated to result in a net revenue loss for
CHT.

2 The low-end fare reflects a “charge something” fare to address potential concerns about riders not paying their way, or could be
seen as an introductory fare to get passengers accustomed to a fare structure. The high-end fare represents a level used in a
number of peer systems, while also acknowledging CHT passengers’ ability to pay. These fares are in line with fares charged for
local service by other transit services in the Triangle Region (see also Appendix A).

3 Potential implementation of a low-income fare would result in less incoming revenue than the amounts cited here.
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Figure ES-1 Revenue Estimates
Fare Revenue Alternatives
Fixed Route Fare Structure (Three fare scenarios) $0.50 $1.00 $1.25
Fixed Route Passenger Revenue $467,572 $870,222 $990,365
EZ Rider Fare Structure (Three fare scenarios) $1.00 $1.25 $1.50
EZ Rider Passenger Revenue $11,594 $21,708 $34,007
Estimated Gross Fare Revenue (Fixed Route + EZ Rider) $479,177 $891,930 $1,024,372
Estimated Annual Operating Costs $922,905 $922,905 $922,905

$102,014

Estimated Annual Net Revenue Gain (LosS)

Notes:

($443,728)

($30,726)

1. Assumed 50% of the full fare would be collected because of discounted fares, pre-paid passes, etc. This percentage is within the industry norm

for a small-sized system like CHT.

Ridership Loss

Consumption of transit, like other goods and services, reacts to cost. Significant research over
time has examined the sensitivity of transit ridership to fare increases. In transit, the standard
measurement of sensitivity to fare changes means that for every 10% increase in fares, ridership

will decrease by three percent.

Additionally, research has shown that in central business districts (CBDs), a higher average loss in
ridership can be anticipated due to fare increases, since in a CBD short walking trips and transit
trips are relatively interchangeable. The higher CBD elasticity value is applicable to CHT, as
walking is an option for a number of trips, especially those to/from the University of North

Carolina-Chapel Hill (UNC-Chapel Hill).

When analyzing a potential fare for the CHT system, an estimated ridership loss of 28% to 39% is
anticipated.4 Ridership losses are estimated to be less for dial-a-ride (EZ Rider) services because
many of these passengers are seniors and/or persons with disabilities who rely heavily on these
services. Estimated ridership loss is shown in Figure ES-2.

Figure ES-2 Ridership Estimates

Low Medium ‘ High
Estimated Fixed Route Ridership
CBD % Loss due to Fare (28%) (33%) (39%)
Estimated Ridership Loss in CBD (294,577) (359,915) (414,448)
Estimated EZ Ride Ridership
% Loss due to Fare (20%) (26%) (30%)
Estimated Ridership Loss (12,205) (15,233) (17,899)

4 Ridership loss estimates are based on Transit Cooperative Research Program (TCRP) research and peer agency experience.
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Return on Investment

A relatively straightforward way to understand the impact of the investment in terms of benefits
produced is the return on investment (ROI), which compares the capital and operating cost
(investment) against the total benefits over a ten-year period. For purposes of this analysis, it was
assumed CHT would be able to pay for all capital investments associated with the fare collection
equipment without borrowing money. It was also assumed that operating costs would increase at
a rate of 2% per year, while revenues would remain flat for the first five years; in year five, fare
revenue would increase by 5% and then remain constant until the end of the 10-year period.5

The ten-year analysis suggests that implementing fares will not generate positive benefits for CHT
even if fares are set at the high level (see Figure ES-3).

Figure ES-3 Return on Investment for Ten-Year Period

Low Capital Investment High Capital Investment
Low Fares (59%) (61%)
Medium Fares (23%) (28%)
High Fares (12%) (18%)

Source: Nelson\Nygaard Consulting Associates

Federal and State Revenue Loss

Federal funds account for roughly $1.9 million (about 12%) of CHT's revenues annually. The
majority of these funds are administered through the Federal Transit Administration (FTA)
Section 5307 program, which distributes resources based on formula set by law. This formula is
designed to allocate resources based on factors such as population, population density, and the
number of low-income individuals as well as bus revenue vehicle miles and bus passenger miles.

Likewise, the State of North Carolina provides funding for public transportation services. The
State Maintenance Assistance Program (SMAP), the largest of these programs, provides operating
costs for urban, small urban, and regional transit systems. Allocations are based on a formula that
reflects ridership. In 2013, CHT received $2.7 million (about 17%) from the state.

There is the possibility, therefore, that if ridership on CHT declines, CHT could receive less
federal and state funding. For purposes of this analysis, our team tested the impact of a small
decline in FTA and state funding assistance (roughly 2.5%) and estimated the ROI for charging
fares. The analysis suggests if a decline in federal and state funds is included, fares remain
unprofitable at all fare levels (see Figure ES-4).

Figure ES-4 Return on Investment for Ten-Year Period with Loss of Federal and State Funds

Low Capital Investment High Capital Investment
Low Fares (62%) (64%)
Medium Fares (30%) (34%)
High Fares (31%) (35%)

Source: Nelson\Nygaard Consulting Associates

5 Transit industry experience nationally suggests it is difficult for transit agencies to raise fares on an annual basis. Instead fares are
raised periodically, roughly every five years.
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1 OVERVIEW

Chapel Hill Transit (CHT) transitioned from charging fares to operating fare free in 2002. Shortly
after this change, ridership began to increase and ultimately grew from approximately 3.5 million
to nearly 7 million between 2002 and 2012. CHT partially credits this growth to its decision to
operate fare free.

Currently, there are two exceptions to CHT's fare free operations: the Pittsboro Express (PX)—
which is jointly operated with the Chatham Transit Network and provides service between the
Town of Chapel Hill and Pittsboro; and the Tar Heel Express, which provides transit service
to/from football and men’s basketball games on the UNC-Chapel Hill campus. The PX and the
Tar Heel Express cost $3 for a one-way trip. Tar Heel Express fares are collected off-board, with a
contractor handling the sale and collection of fares. In addition, the majority of riders on the PX
pay their fares with a monthly pass. As a result, CHT’s system is not equipped or experienced
with fare collection.

Despite its success operating fare free, financial constraints have led CHT and the CHT Partners®
to re-evaluate the potential benefits and costs associated with re-instituting fares. As part of the
Strategic and Financial Sustainability Plan, the Nelson\Nygaard team explored the likely benefits
and costs associated with instituting fares as one potential method for raising revenues. The
analysis includes:

=  Policy implications associated with charging a fare

= Estimated capital and operating costs and benefits

= Expected ridership and revenue impacts raised by different fare scenarios
= Estimated return on investment associated with charging a fare

The cost-benefit analysis relied on several critical assumptions for estimating capital and
operating costs, as well as projecting ridership. The assumptions are referenced throughout this
report and are summarized in Chapter 3 for reference.

6 Includes representatives from the Town of Chapel Hill, the Town of Carrboro, and the University of North Carolina-Chapel Hill.
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2 IMPLEMENTING A FARE STRUCTURE:
BENEFITS AND CHALLENGES

Charging a fare—or not charging a fare—encompasses a wide range of costs and benefits for CHT.
The costs largely include revenue losses, plus a public perception held by some that users of the
service are not “paying its way.” The costs of operating fare free are balanced by benefits, which
include not only increased ridership, but also administrative, operational, and customer service
benefits. Not charging a fare simplifies much of CHT’s administration, including back-end
accounting, secure storage of funds, or distribution of fare media.

Eliminating fares also helps system operations because it reduces the amount of time buses wait
at stops (i.e., vehicle dwell time?) because passengers board the bus more slowly as they stop and
pay their fare. The lack of fares also avoids disputes between operators and passengers regarding
properly paid fares. Finally, operating fare free is consistent with the high-level goals of the Town
of Chapel Hill—to support a sustainable environment and vibrant local economy as well as
technical policies associated with limiting the expansion of existing roadway capacity and limiting
parking growth on the UNC-Chapel Hill campus.

Benefits of Implementing a Fare

In the current fiscally-constrained environment, transit agencies around the U.S. are looking for
any and all opportunities to increase their operating revenue by securing new funding sources and
increasing or introducing transit fares. Indeed, the need for additional revenue is a key factor
behind CHT's decision to reevaluate its decision to operate fare free. Some of the key benefits of
introducing a fare include:

= Increasing revenue to help close a funding gap, including potentially supporting capital
purchases
= Reducing reliance on federal and state funding

= Supporting the perception that the public helps pay for public services (addressing the
guestion: why should transit riders get a “free ride”?)

= Addressing potential problems with individuals who may ride the bus seeking shelter or
for other non-transportation reasons

Costs of Implementing a Fare

While offering potential for increased revenue, instituting a fare would require capital
investments, create new or expanded responsibilities for staff, and increase operating costs for
CHT. Implementing a fare structure requires significant planning activity and policy

7 More formally, this refers to the amount of time that a bus will “dwell” at a stop to load and unload passengers.
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considerations by staff, the Town of Chapel Hill, and the CHT Partners, as well as capital
investments and increased staff responsibilities. Some of the significant challenges CHT would
face if a fare were introduced are:

Investment in fare collection hardware and office/accounting infrastructure

— Installing fareboxes on the majority of the vehicle fleet (approximately 115 fixed-route
and demand response vehicles)

— Developing secure space for accounting, auditing, and fare reconciliation
— Installing a vault for secure money storage

Increase in staff responsibilities

— Accounting, auditing, and fare reconciliation

— Additional marketing and customer service responsibilities to convey and educate
passengers and drivers about the fare structure and policies

— Point of sale administration and staffing for selling passes at CHT and distributing
passes to retail locations and ticket vending machines (TVMs)

— New and increased responsibilities for drivers in operating the farebox and
conducting fare enforcement

— Resources needed to conduct public outreach around introduction of fares and future
increases in fares

— Additional responsibility for maintenance/administrative staff to “empty” fareboxes
and count fares

Implementing a fare also creates operational costs and challenges, such as:

Increased dwell times (additional boarding time at bus stops) and operational delays
associated with collecting a fare.

Development of fare validation and enforcement policies. The collection of fares
requires operators to oversee fare validation and enforce policies, and can result in
altercations with passengers and inconsistent execution of agency policies.

Consideration of Title VI impacts. CHT must ensure that fare implementation would
not disproportionately affect low-income and minority passengers.

Training operators and supervisors. CHT must train drivers, supervisors and
dispatchers about fare collection policies, procedures and passenger interactions.

Potential conflicts between operators and passengers. Although some assaults
occur without reason, many assaults do have one or more contributing factors. According
to a study by the Transit Cooperative Research Program (TCRP), fare enforcement was
reported by 67% of respondents as the most common contributing factor in driver
assaults.8

Customer complaints would likely increase as a result of fare policy implementation.

Each of these issues is explored in this technical memo.

8 TCRP Synthesis 93: Practices to Protect Bus Operators from Passenger Assault
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3 ANALYSIS PROCESS, APPROACH,
AND KEY ASSUMPTIONS

This analysis was designed to be understandable and replicable. However, it relies on a series of
assumptions regarding behavioral changes anticipated from passengers if CHT were to
implement a fare, as well as the costs of different capital and administrative systems.

Resources and Sources

Transit Cooperative Research Program (TCRP) research on fare policy as well as fare collection
technical and operational issues were important resources for this study. TCRP is a national
professional research organization that works cooperatively with the Federal Transit
Administration (FTA); the National Academies, acting through the Transportation Research
Board (TRB); and the Transit Development Corporation, Inc. (TDC), a honprofit educational and
research organization. The TCRP serves as one of the principal means by which the transit
industry develops innovative solutions on a wide variety of topics through transit research in
fields such as planning, service configuration, equipment, facilities, fares, operations, human
resources, maintenance, policy, and administrative practices.

In particular, the study team relied on TCRP Report 94: Fare Policies, Structures, and
Technologies ° to identify several elements associated with fare collection and corresponding cost
factors such as capital equipment needs and ongoing costs to print and distribute passes, handle
cash, and perform other administrative tasks. The TCRP research is based on transit industry
standards drawn from a cross section of large and small transit agencies. These factors were used
in estimating initial capital costs and ongoing administrative expenses. The TCRP report was
updated in 2003, so in many cases assumptions were supplemented with peer review research,
the consulting team’s professional experience with fare studies conducted across the country, and
consultation with a major manufacturer of farebox equipment and facilities.

The final step in the process was collaboration with CHT staff to ensure that the approach reflects
CHT's operating environment and that the ridership and revenue analysis is tailored to Chapel
Hill’s unique atmosphere and high student ridership. Projected administrative costs for new
responsibilities were calibrated to CHT's pay structure.

CHT Existing Funding

In combination with federal and state funds, CHT’s operating revenues are provided by partner
contracts with the Town of Carrboro and UNC-Chapel Hill as well as funding contributions from
the Town of Chapel Hill. In the short-term, additional revenues are expected to be available to
CHT through the Orange County sales tax and vehicle registration fees. These revenues were not

9 TCRP 94 - Fare Policies, Structures, and Technologies: Updated 2003.
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included in this analysis because the funding mechanisms are still being developed and are not
expected to structurally change this analysis.

One of the unique characteristics of CHT is the funding arrangement with its partners and the
Town of Chapel Hill—combined, the three entities contribute roughly 60% of CHT’s operating
and capital resources. As discussed, UNC-Chapel Hill provides roughly 38% of CHT revenues?©,
which are paid for through multiple sources of non-appropriated revenue for transit services. The
Student Transit Fee pays for access to and around campus for students and largely reflects a “pre-
paid” transit fee for students, faculty, and staff at UNC-Chapel Hill. The Town of Chapel Hill
contributes roughly 17% of CHT's operating revenues, and the contract with the Town of Carrboro
provides approximately 6%.! Contributions made by the individual towns are not directly tied to
any rider groups or associated with pre-paid fares.

Key Assumptions

In developing this report, the consultant team relied on several key assumptions for estimating
capital and operating costs and projecting ridership. The assumptions are referenced throughout
this report when the topics are discussed; however they are highlighted below for easy reference.

Capital Investments

= Capital costs are presented as low-end and high-end unit costs consistent with TCRP unit
costs and refined based on consultation with major manufacturers.

= Ten percent of initial costs are added for spare parts and to ensure high end equipment is
fully functional at all times.

= One hundred percent of capital costs are funded by CHT. It is possible that federal funds
could potentially cover up to 80% of the capital costs, but given the existing demand for
capital funds, it is assumed CHT would use all local revenues to implement a fare
collection system. Ongoing operating costs include a capital reserve replenishment line
item based on capital life-cycle periods.

Ongoing Operating Costs
= Cost estimates are based on CHT operations of roughly 158,000 annual hours at
$92/hour, for a total of $14.5 million.
= The study team evaluated impacts based on three different fare levels or scenarios. The
suggested fare levels reflect regional fares, which are summarized in Appendix A.

= Tickets/passes assume a hybrid magnetic stripe (transfers and casual pass purchases—
30% of monthly passes) and smart card (U-Pass and regular monthly pass users—70% of
monthly passes) system. This assumption is consistent with the regional GOPass.

=  Two new full-time employee equivalents (FTEs) would be required: an administrative
position and a mechanic at $55,000/year (each).

= Assumes no federal funds are used for purchasing capital equipment. Replenishes capital
reserves based on lifespan of equipment.

10 UNC-Chapel Hill contributions to CHT include funding to support fare free access to the system for UNC-Chapel Hill affiliates. The
contributions also include funding for specific CHT services.

11 Chapel Hill Transit FY 2013 operating budget.
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= Boarding delay (dwell time impact) is estimated on a per-boarding basis. Assumptions
about the impact on dwell time associated with different fare payment methods assume:

— Anadditional 1.5 seconds is needed for each individual boarding a CHT vehicle.

— Impacts on schedules and on-time performance. Many trips currently exceed cycle
time!2, resulting in additional trips needed on select routes.

Ridership and Passenger Revenue Estimates!3

= Ridership estimates are based on 2012 fixed-route ridership of 7 million and assume a
low transfer rate of 3.4%. This assumption reflects data collected on CHT’s most recent
rider survey.

= Ridership elasticity is based on TCRP Research and peer agency experience.
— Assumes a downtown environment where walking is viable option for short trips.
— Assumes fixed-route ridership losses ranging from a low of 28% to a high of 39%.

— EZ Rider ridership loss is assumed to be less than fixed-route because riders are
highly transit dependent. Losses are anticipated to range from a low of 20% to a high
of 30%.

= Revenue estimates are based on average fare per rider. This number is lower than the
actual fare because of passengers paying discounted fares.

= Ridership and farebox revenues are based on a “snapshot” in time. The analysis does not
provide projections over time.

12 Cycle time is the roundtrip travel time including layover and recovery time. Recovery or wait time allows the bus driver to recover
from traffic and passenger boarding delay resulting in being able to leave next bus trip on time and avoid ongoing off-schedule
domino effect.

13 Refer to page 15 for additional details.
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4 IMPLEMENTING A FARE: POLICY
AND STRATEGY

There are a series of fundamental and interrelated considerations associated with implementing a
fare:

Fare Policy
Fare Strategy and Structure

w N =

Payment Type and Technology
4. Fare Validation/Collection

Each of these four elements is discussed in greater detail in this section.

Fare Policy

As part of implementing fares, CHT would need to implement a fare policy to address financial
matters (revenue), equity, customer relations, simplicity, and cost control (administrative/
management issues). An additional fare policy issue for CHT is consideration of the regional
transit network and developing a fare system that is consistent with existing regional practices.
Developing and prioritizing fare policy goals are important first steps in establishing a fare
structure.

Revenue Objectives and Measurements

One of the main reasons for charging a fare is to generate a revenue stream that will help fund
agency operations and investments. As part of instituting a fare, the Town of Chapel Hill and the
CHT Partners may want to set policies or expectations for fare revenues. Goals for fare revenue
are typically identified in terms of a farebox recovery target!4 or level of subsidy such as (for
example):

= Achieve a fixed-route farebox recovery ratio of at least 20%.
= Subsidy per fixed-route passenger should not exceed $2.15%,

Most—although certainly not all—transit systems have established a target for achieving the
percentage of costs to be recovered by passenger fares. Standard transit industry practice is for
farebox recovery ratio targets for fixed-route local bus service to range between 15% and 30%.
Based on current data and assuming all the revenue provided by UNC-Chapel Hill’s local
proportional share was counted as pre-paid fare revenue, CHT would already achieve a farebox
recovery ratio of 25%, a larger proportion than industry practices.

14 Farebox Recovery Ratio is calculated by dividing all passenger (farebox) revenue by total operating costs. Farebox recovery
evaluates both system efficiency (through operating costs) and productivity (through boardings).

15 CHT's cost per passenger was $2.12 in 2012.
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For paratransit and Americans with Disabilities Act (ADA) services, it is more expensive to
produce a trip, and the number of passengers carried per hour is significantly lower compared to
fixed-route service. As a result, a lower farebox recovery is expected, typically in the range of 5%
to 10%.

CHT may choose to set a farebox recovery target as part of a larger effort to help set fares and
balance affordability for passengers versus maximizing revenues. Another valuable measurement
is subsidy per passenger, which is calculated by subtracting passenger fares from operating costs
and dividing this number by ridership. In addition to these quantitative measurements, CHT may
want to consider some basic qualitative measures such as maximizing revenue while minimizing
ridership loss.

EZ Rider

One area where equity will be important for Chapel Hill is CHT’s paratransit service, EZ Rider.
Federal rules limit the amount a fare can be charged to riders on ADA-mandated complementary
paratransit service to twice the cash fare that is charged for a comparable fixed-route trip (i.e., ifa
local adult cash fare is $1, the maximum ADA fare is $2).

EZ Rider service is expensive to provide but highly valued by the older adults and people with
disabilities living in Chapel Hill and Carrboro. Charging a fare after many years of offering the
service may be a difficult transition for many. For the purposes of this analysis, it is assumes that
fares would be implemented on EZ Rider in conjunction with fixed-route services.

Public Involvement

As a sub-recipient of FTA funds for transit service, CHT must comply with Title VI including
evaluating any and all fare changes to determine whether those changes will have a
discriminatory impact based on race, color, or national origin of the transit riders. Specifically,
the transit provider shall engage the public in a decision-making process to develop a major
service change policy and fare change policy. FTA guidance requires public engagement when
developing service change and disparate impact policies.

Transfer Policies and Regional Considerations

Other key fare strategy considerations are transfers and transfer policy. Many systems are
designed so that many riders must transfer between bus routes, which require agencies to address
transfers. Transfers are issued at the time of boarding and are intended for passengers who need
to change buses to get where they’re going without paying a fare every time they board. Surveys
show a very small percentage (estimated at 3-4%) of CHT riders transfer between CHT routes as
part of their trip. This means that if CHT were to introduce a fare structure, the financial impact
of one decision over another will not be significant. However, the decision does have regional
implications because some riders may transfer from other services to CHT or from CHT to other
services.

Agencies that offer transfers—either free of charge or at a discounted rate—typically allow a set
time for their use, often a two-hour period, and allow them to be used in one direction only. In
this case, a driver issues the rider a transfer with the time stamped on it, and the rider can get on
and off as many buses as necessary within the allotted time period as long as travel is generally in
one direction. Other agencies allow transfers to function as a two-hour pass, allowing passengers
unlimited travel in any direction. Typically the rider displays the valid transfer as proof of
payment.
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Transfers have become an increasingly sensitive and controversial issue at many transit agencies
because of problems associated with their use. For example, a common complaint is that
passengers use transfers improperly, such as with an expired time stamp or on a return trip when
that is not allowed. Such improper use causes conflicts between operators and passengers and
boarding delays when operators take time to validate transfers. Agencies lament that improper
use of transfers contributes to fare evasion and creates on-time performance problems. An
increasing trend in the transit industry is to eliminate transfers and offer day passes, which allow
passengers unlimited ride privileges in a 24-hour period. Day passes and other types of pre-paid
fare instruments are discussed in the following section.

Regional Considerations and Inter-Agency Transfers

CHT is one of seven transit operators in the Research Triangle region in North Carolina (see
Appendix A). Of these seven agencies, all but two (CHT and the North Carolina State University
Wolfline) charge a fare. While not required, it is likely that if CHT charged a fare, the fare would
roughly be consistent with other operators in the region. Generally speaking, transit agencies in
the Triangle Region:

= Charge between $1 and $1.25 for local service.

= Vary fares based on distance — fares on longer distance and regional services start at
$2.00.

= Vary fares based on service types — transit agencies charge more for premium services,
such as regional express and special event services. Regional express routes, for example,
cost $2.50 for a one-way cash fare. The cash fare on CHT's Tar Heel Express route is $3
for a one-way trip.

= Offer free fares to adults aged 65+ and children aged 12 or less.

= Accept the regional fare card, GoPass. The GoPass is accepted by four of the transit
operators in the region.

The GoPass is the Triangle Region’s regional fare card. It can be used on the four transit operators
in the area that currently charge a fare: CAT in Raleigh, C-Tran in Cary, DATA in Durham, and
regional services operated by Triangle Transit Authority (TTA). The only operator not
participating in the GoPass is Orange County Public Transportation. GoPasses can be purchased
as a day pass, a five-day pass, or a 31-day pass. UNC-Chapel Hill students, faculty, and staff may
receive a free GoPass if they live off campus and ride TTA to get to campus.

In the case of CHT, transfer policies are further complicated by the fact that other transit services
(TTA, for example) operate in Chapel Hill and Carrboro. As part of developing a transfer policy,
CHT would need to negotiate transfers between systems. The negotiation includes CHT’s
willingness to accept transfer riders from other systems as well as other system’s willingness to
accept CHT riders transferring to their services, including participation in regional fare cards such
as GoPass.

Most transit agencies in the Triangle Region do not charge for a transfer, although some charge a
nominal amount. Currently, only TTA in the Triangle Region charges for transfers, requiring an
additional $0.50 for riders transferring between local and express services. GoPass holders,
however, are able to transfer free of charge between nearly all of the regional service providers.
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Fare Strategy and Structure

Fare strategy refers to the general type of fare collection and payment structure. Possible
approaches include flat fares, differential pricing (by distance traveled, time of day, or type of
service), market-based or discounted payment options, and transfer pricing. Other options are
fares based on a zonal system, peak/off-peak differentials, and express or other special
surcharges. Fare structure represents the combination of one or more fare strategies with specific
fare levels. CHT has already established a fare for its longest distance trips. Beyond the handful of
routes, CHT only operates short distance local trips and short distance express trips. Therefore, a
fare structure will likely not be as complex as other transit agencies.

The process of establishing pricing levels is influenced by political and social equity concerns and
closely tied to revenue objectives. A common practice for transit agencies is to monitor farebox
recovery ratio as an indicator of when and how much to raise fares. For example, if a transit
agency has a farebox recovery target of 20% for its fixed-route service and this ratio is declining as
costs increase, then it will consider increasing fares. However, such decisions need to be carefully
considered because ridership typically drops after a fare increase. A rule of thumb in the transit
industry is that for every 10% increase in fares, ridership will decrease by 3%. This “—0.3
elasticity” has proven to be a very accurate estimate of the relationship between overall ridership
and fares over the years.

When establishing a fare structure, it is important to consider the types of passengers carried and
the types of services offered. Typically, transit agencies have four to five categories:

= Adult (full or base fare)

= Seniors and people with disabilities (federally-mandated discounted fare)
= Students (discounted fare)

= Children (under five years old ride free with paying adult)

=  Premium fares (express or limited-stop service)

The base cash fare for local bus service should be at a level that is reasonably affordable for riders
and represents a “fair share” of the costs of operating transit services, although in both cases these
are value judgments. While there is no one “right” answer, the standard in the industry for a
transit agency operating in a relatively compact service area with a fleet size of about 100 buses
ranges between a 15% and a 25% farebox recovery ratio systemwide.

Reduced Fares and Title VI Considerations

Social equity and environmental justice are important considerations in establishing and setting
transit fares. Transit agencies try to offer equitable fares because they recognize that some
passengers who depend on the service for their mobility needs may have a harder time paying for
it. Environmental justice considerations also address equitable and fair treatment for all segments
of the population.

The FTA requires that fixed-route services that receive FTA operating assistance offer older adults
and persons with disabilities a 50% discount from the full fare during off-peak hours. Many
transit agencies go beyond the legal requirements and offer a 50% discount throughout the day
for cash fares as well as discounted monthly pass or tickets.

Many transit agencies also have a variety of fare instruments and discounted fares to address
these social equity/justice concerns. Reduced and discounted fares for young children and
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students (elementary and high school), for example, are frequently available, as are discounted
monthly passes or ticket books. Many transit agencies also offer free fares for children less than
five years of age, provided they are traveling with a fare-paying adult. Regionally, several
agencies, including CAT and DATA, offer discounted cash fare for students (aged 17 or less) and
youths (aged 12 or less).

Additionally, many transit agencies negotiate special fare pricing or fare mechanisms with human
and health service organizations. Human and health service agencies want to ensure their clients
can get to programs, services and employment and work with transit agencies to develop
appropriate fare media, such as ticket books or tokens. These arrangements are usually
negotiated between staff from both agencies. As part of identifying special fare classifications,
agencies must also determine how people will qualify or demonstrate eligibility for reduced fares,
including the federal half-fare program.

Low-Income Fare Considerations

Chapel Hill and Carrboro have expressed interest in investigating implementation of a low-
income fare program if fares were reinstated. A policy decision would need to be made as to
whether UNC-Chapel Hill students would qualify for such a program.

Secure Cash Fare Handling

All cash farebox revenue must be securely counted and reconciled. Revenue controls, processing,
and handling can be particularly difficult for small to mid-sized agencies because they often do
not have large administrative staff to manage these systems. Reconciling fare collections serves as
both a preventive and detective control and can deter and identify a potential misappropriation of
farebox receipts. CHT would need to ensure the proper administrative and handling controls to
securely convey any cash collected for deposit.

Customer Relations Objectives and Measurements

The structure and policy of passenger fares at many transit agencies has evolved over several
years, sometimes resulting in a complex fare structure with a myriad of fare instruments that are
confusing to both riders and operators alike. An important consideration when establishing a fare
structure is to create a system that is relatively simple, easy to understand, and easy to use for
both riders and operators alike. This means that if transfers (paper slips issued upon boarding
that allow passengers to change from one bus to another without paying additional fare) are
offered, the rules governing them should be straightforward.

Similarly, how tickets and passes work should be simple to understand, and it should be easy to
pay fares. For many agencies, the challenge arises when they balance the goal of simplicity against
other goals addressing customers’ ability to pay. A common outcome is various multiple-ride
passes with discounts and/or convenience for those who can’t afford a full monthly pass.

Payment Type and Technology

Payment type refers to the type of fare payment media (i.e., cash, token, paper ticket, or advanced
payment media) and equipment used to collect fares. Agencies are increasingly offering a broad
range of payment options that segment the market based on frequency of use and willingness to
prepay. Most agencies offer one or more types of multiple-ride pass as well as some form of
discounted multi-ride options; the most common types are described below. They include
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monthly, weekly, and daily passes as well as special or innovative pass types through partnerships
with universities, employers, and other institutions.!¢ The passes sold below can be sold as
“rolling” or calendar date passes. A rolling pass will become valid upon first use for the specific
duration on that pass (e.g., 31 days, seven days, one day). A calendar pass will be valid on a
specific date or date range.

In the Triangle region, most of the transit agencies that charge a fare have very similar fare
structures, which are consistent with the GoPass. These fare levels include:

= Day passes are usually offered as an alternative to transfers and priced between 2.5 and
4 times the base cash fare. They are valid for a 24-hour period or a calendar date and are
the only type of pass sold on board vehicles.

=  Weekly passes provide unlimited rides for seven days or a calendar week. Weekly
passes are typically activated when they are first used rather than a set Sunday-through-
Saturday schedule. The GoPass is available as a five-day pass; DATA and C-Tran also
offer a seven-day pass.

= Monthly pass or 31-day rolling passes allow unlimited rides for a given month or for a
31-day period starting on the day it is issued. Pass prices are based on the cash fare and a
multiplier?’. Agencies also offer discounted monthly passes to seniors and people with
disabilities.

Fare Collection Technology

Part of CHT’s decision regarding technology would also reflect a decision to become part of the
regional GoPass. GoPass uses smart card technology to track ridership and assign fares. If CHT
were to implement a fare and wanted to participate in the GoPass, it would need—at a minimum
—to develop smart card reader technology. If CHT is not interested in participating in the GoPass
system, then it would be free to adopt the fare collection technology that it determines to best
meet local needs.

Generally speaking, there are two primary types of fare collection technology: smart cards and
magnetic strip cards (see Figure 1). There are also different types of smart card systems—open
and closed systems. An “open” system is a smart card system that is reliant on existing “third
party” cards with built-in RFID (proximity card) capabilities. As an example, if one already has a
proximity-enabled debit or credit card or employer ID, these can be used as a “smart” card on
transit vehicles. A “closed” system is a more traditional smart card where a transit agency is in
control of the fare media, including sales, distribution, reconciliation, and support.

16 The multiple-ride instruments in this section are usually sold at several points of sale including retail outlets, agency administrative
offices, schools, employers, and through TVMs. Day passes are often sold on board buses as is the case at GET (Bakersfield), C-
Tran (Vancouver, WA) and Capital Metro Transit (Austin). Passengers deposit cash directly in the farebox, and a pass is produced.
Drivers are not required to handle cash when passengers purchase day passes on board vehicles.

17 The term “multiplier” refers to the number that is multiplied by the cash fare to determine the price of a monthly pass. This can
also be considered the “break even” point for a customer purchasing the pass. For example, a multiplier of 30 would mean a
monthly pass price of $30 with a base cash fare of $1. A customer would need to ride a system using their monthly pass 30 times
within a month before breaking even on their purchase.
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Figure 1 Electronic Fare Collection: Advantages and Disadvantages

Magnetic Stripe Smart Card Smart Card
Card (Open System) (Closed System)
Enhanced Data Collection + ++ ++
Safeguards against fare evasion + ++ ++
Enables fare simplification + ++ ++
Provides information for focused marketing + ++ ++
Reduces printing and cash handling 0 + +
Requires technology upgrades and infrastructure — — —
Improves customer experience and fare security + ++ ++
Costs of distribution network infrastructure?8 0 + —
Transit agency experience with this technology 0 0 -
Negative Impact — € --------- 0 Neutral----------- -> + Positive Impact

Fare Validation/Collection

The type of fare validation refers to the manner in which fares are enforced or inspected. The
basic fare validation options are:

= Pay fare upon boarding — passengers pay, purchase fare media or validate fare media
when getting on the bus.

= Pay fare at barriers — passengers pay or validate fare at barriers, such as turnstiles, to
control access to the transit vehicle.

=  Proof of payment (POP) — passengers purchase fare before they get on the vehicle.
Enforcement of fare payment is done by random inspection or 100% conductor validated.

Of the four options, only fare purchase or fare instrument validation on board is currently the
most relevant for a bus operator like CHT. The other three options are generally appropriate for
rail or bus rapid transit systems. However, given CHT is exploring implementation of a bus rapid
transit service and a rail light rail system regionally, CHT may want to consider the ability of any
fare validation method proposed now to be integrated with new systems in the future.

The latest generation fareboxes are “validating” fareboxes, such as GFI's “Odyssey.”!® They can
verify that magnetic stripe or smart card passes and/or transfers are valid. In addition, they can
validate cash payments, verifying the amount and authenticity of bills and coins.

18 Includes required new equipment for participating retailers to sell and recharge smart cards.
19 GFl is a farebox manufacturer.
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5 COSTS ASSOCIATED WITH
IMPLEMENTING A FARE

Introduction of a fare structure and fare collection system involves numerous up-front and
ongoing costs to establish and maintain fare collection equipment, as well as internal and external
processes to print and distribute tickets and passes, collect and reconcile fares, and conduct other
customer relations and financial transactions.

This section presents a detailed review of equipment that would be necessary to begin fare
collection at CHT and a range of corresponding costs. It also estimates ongoing operating costs
that reflect new administrative responsibilities for CHT. These cost estimates are used in tandem
with ridership and fare revenue projections to determine the “bottom line,” i.e., whether a net
income gain or loss would result if CHT were to introduce a fare (see Chapter 8).

The basic facts about CHT that are used as inputs for this analysis are listed in Figure 2 below.
The inventory of CHT’s fare collection resources shows that roughly two-thirds of the fixed-route
vehicles do not have any fare collection equipment installed. The remaining vehicles have fare
collection equipment, but in every case, the fareboxes are already more than 10 years old and are
unlikely to be compatible with new technology. Therefore, the study team assumed that new
fareboxes would be required for all vehicles.

Figure 2 Inputs for Estimating Costs

Annual Fixed Route Ridership (unlinked)? 6,715,000
Estimated Transfer Rate 2 3.4%
Fixed Route Vehicles without Farebox (fleet vehicles purchased since 2002)3 67 (68%)
Annual EZ Rider Trips 59,620
EZ Rider (Paratransit) Vehicles without Farebox 19 (100%)

Source: NTD 2013
1. Includes Safe Routes but not Tar Heel Express.
2. A transfer rate of 49% is assumed due to the timed-transfer design of the CHT system coupled with 2012 survey results.

3. CHT's fixed-route fleet has 99 vehicles, 67 of which were purchased after 2002 (the year CHT became fare free). For
purposes of this analysis, it is assumed that CHT would need to purchase fareboxes for all 67 vehicles, regardless of the
remaining useful life of the vehicle.
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FARE LEVELS

To estimate the potential impacts on ridership and the resulting farebox revenues if a fare were
introduced, three different fare scenarios were included in this analysis (see Figure 3). The three
scenarios are designated “Low,” “Medium,” and “High,” to reflect corresponding fare levels. The
low-end fare reflects a “charge something” fare to address potential concerns about riders not
paying their way, or could be seen as an introductory fare to get passengers accustomed to a fare
structure. The high-end fare represents a level used in a number of peer systems, while also
acknowledging CHT passengers’ ability to pay. These fares are in line with fares charged for local
service by other transit services in the Triangle Region (see also Appendix A).

Figure 3 Three Fare Scenarios Used for Analysis

Base Fare Level

Service .
Medium
Fixed Route $0.50 $1.00 $1.25
EZ Rider $1.00 $1.25 $2.00

INITIAL CAPITAL INVESTMENTS

Implementing a fare requires several capital investments (see Figure 4). Most of CHT’s vehicles
do not have fareboxes. As discussed, although some of CHT’s older vehicles have fare collection
equipment, the technology is old and would not be compatible with a new system purchased in
2015 or 2016. For purposes of this analysis, it is assumed that fareboxes would need to be
purchased for all CHT vehicles. All capital costs are listed separately, including initial marketing
and education costs plus a 10% contingency for all capital costs. On the low end, the required
capital costs are estimated at $1.9 million, and the high end costs are estimated at just over $2.8
million.

ONGOING OPERATING COSTS

In addition to capital investments, implementing a fare would also have ongoing operating costs
associated with administering the fare system (see Figure 5). Implementing fares also includes
recurring direct costs such as purchasing fare media (passes, tickets, etc.), plus ongoing
marketing activities and administrative tasks. There is some variation in the ongoing operating
costs that reflect different fare levels and how many fare media would be needed. Differences
between options are minor; ongoing operating costs are estimated at roughly $530,000.

Administration Impacts

There are many administrative responsibilities associated with a fare structure, from printing,
selling, and distributing tickets/passes, to procuring fareboxes and other capital investments, to
reconciling monthly financial transactions and monitoring and measuring farebox recovery
ratios. Systems with a complex fare structure typically devote several full-time staff members to
administering fares.
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Figure 4 One-Time Capital Investments

Fare Collection Implementation Costs

One-Time Capital Investments Qty UnEOSVOSt Un:ig(]:r?St TOtEL‘(I:VOSt Tot:ilg(t:]ost
Fixed Route Fareboxes! 99 $12,000 $15,000 $1,188,000 $1,485,000
EZ Rider (Demand-Response) Fareboxes? 19 $2,500 $9,000 $47,500 $171,000
Farebox Installation Costs? 3% 10% $37,065 $165,600
Ticket Vending Machines (TVMs)! 4 $30,000 $55,000 $120,000 $220,000
Attended Card Encoders! 2 $13,000 $19,000 $26,000 $38,000
Data Processing Software and Hardware! 1 $35,000 $55,000 $35,000 $55,000
Vault (on wheels)! 1 $30,000 $40,000 $30,000 $40,000
Spares Parts (10% of fareboxes and TVMs)2 $135,500 $187,600
Money Room and Clean Room Build Out3 1 $160 $220 $57,600 $99,000
Contingency Budget (10% of all Capital Costs)* $167,672 $246,120
One-Time Capital Costs ° $1,844,387 $2707,320
Initial Marketing and Education $45,000 $60,000
Total Capital Costs $1,889,387 $2,767,320

Notes:

Bus probes and garage probes will be needed for data collection from vehicles (these will likely be provided by hardware vendor at no cost as noted
from GFl).These are needed for downloading data from fareboxes into data processing computers, typically via infrared emitters/sensors. Attended
Card Encoders are devices to program (encode) blank fare media (magnetic stripe or smart cards). They can be used to generate multi-ride passes

and/or smart cards from individuals participating in partner program.

1. Farebox, TVM, other hardware and installation costs are based on figures from TCRP Report 94.

2. Cost for spares (additional spare parts and pieces) is factored only for high-use equipment such as fareboxes and TVMs. Ongoing spare parts
costs is determined by taking 10% of the initial capital cost of spare parts.

3. Room Build Out costs assumes 360 Sq Ft (small) and 450 Sq Ft (large). Per unit costs reflect per-square-foot costs.

4. Contingency budget has been developed to cover 10% of all above capital costs.
5. Capital costs are FTA eligible; however, this analysis assumes capital costs would be funded by CHT. If federal funds are secured, then it would

cover 80% of the cost, reducing CHT's contribution to 20%.
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Figure 5 Ongoing Costs Associated with Fare Collection

Annual Costs for Fare Media and Personnel Medium

Functions Unit Cost = Low Fare Fare High Fare
SPtrr(i)Ft)::)rfzgnnual transfer media (paper stock, mag $0.02 $763 $710 $647
Procure annual pass media (plastic stock, mag stripe).2 $0.03 $26 $24 $22
Procure annual smartcard medial2 $1.45 $2,738 $2,548 $2,320
Cost to purchase and install farebox $32,315 $32,315 $32,315
Procure annual EZ Rider smartcard medial2 $1.45 $66 $62 $58
Equipment Maintenance Costs# 6% $96,945 $96,945 $96,945
Additional Ongoing Marketing Costs $5,000 $5,000 $5,000
Annual FTE Employee Costs: includes media

distribution and reconciliation, maintenance, revenue 2FTE $105,000 | $105,000 | $105,000
handling, and software maintenance®

Capital Reserve Replenishment? $288,456 $288,456 $288,456
Annual Ongoing Operating Costs $531,309 $531,060 | $530,763
Notes:

1. Assumes hybrid smart card/mag stripe system.

2. Assumes that pass media is purchased at 50% over required demand for that fare class, based on ridership projections from Figure 7. Costs for
media are higher at lower fare levels because ridership is projected to be higher and thus a higher quantity of fare media is necessary.

3. Based on TCRP Report 94, staff costs for various aspects of fare collection is taken as a percentage of overall revenue. The suggested FTE cost
of $52,500 is roughly at the midpoint of TCRP's range from that report.

4. Equipment maintenance costs range between 5% and 7% of equipment costs. An average of 6% is used for fareboxes and TVMs.

5. Assumes one new full-time mechanic ($55,000) and one new full-time administrative employee ($50,000). To reflect the customer service CHT
riders have come to expect, additional administrative/customer relations staff may be needed.

6. Capital Reserve Replenishment takes the average between low and high FTA-eligible capital costs and annualizes it over the intended lifespan
(10 years for farebox related equipment and 30 years for structures).

7. Dwell Time Costs: We assumed four lines would require an additional 15.5 hours total of operating time per day, 255 weekdays/year times
$92/hour.

8. Transfer rate is estimated to be 3.4% given 2012 survey results.

While it can be difficult to quantify staff time and expense dedicated to these activities, an
increasing concern at many transit agencies is how to reduce the time and effort spent on
administering fares. Agencies should quantify the costs to administer the fare collection system
and monitor the costs over time. One way to ensure that administrative responsibilities do not
become burdensome is to routinely adjust fares so that the cost of fare collection is maintained or
declines as a percentage of total fare revenue. Administrative costs typically range between 10%
and 15% of total operating costs.

Capital Reserves

Ongoing costs also include assume a capital set aside for fare collection system. Replenishing the
capital reserve account is calculated based on annualized costs of capital equipment. The sum of
$105,658 shown in Figure 5 scenarios assumes that 100% of capital projects will be covered by
CHT. Aten-year life cycle is assumed for all capital equipment (fareboxes, TVMs, etc.), and a 30-
year life cycle is assumed for the money room. Additionally, a 6% annual maintenance cost was
assumed for fare equipment.
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6 PROJECTED REVENUE GENERATION

The purpose of charging a fare to riders is to raise revenues. For example, if each of CHT's seven
million riders each paid $1 every time they boarded the bus, the system would collect nearly $7
million annually. However, as discussed, not all riders pay the full cash fare, potentially because
they are over the age of 60, have a disability, hold a monthly pass, or are transferring between
systems. In addition, experience also shows that when asked to pay a fare, some riders will use a
different way to travel, rather than pay the fare. The cumulative effect of these factors means that
not every rider pays a fare, not every rider pays the full fare, and some existing riders will stop
riding. Revenue projections, therefore, will reflect these circumstances. Previous sections of this
memo outlined the costs associated with setting up the fare collection infrastructure and costs to
manage the system. This section evaluates the revenue potential.

FARE ELASTICITY

Consumption of transit, like other goods and services, reacts to cost. Significant research over
time has examined the sensitivity of transit ridership to fare increases. In economic terms, the
change in the product purchase pattern with respect to the change in price is referred to as
“elasticity.” Ridership elasticity with respect to fare (commonly referred to as “fare elasticity”)
measures the percentage change in ridership in response to a change in transit fare. In transit, the
standard fare elasticity is —0.3. This means that for every 10% increase in fares, ridership will
decrease by three percent.

The notion of fare elasticity is not applicable to the case when fares are instituted for a free-fare
system, as this represents an infinite increase in fares. But research into fare elasticity for the
elimination of fares can be used to predict ridership losses when reversing the situation and
adding a new fare.

Based on limited research into fare-less demonstration projects for a number of years, TCRP
Report 95, Chapter 12920, demonstrates the effect of eliminating fares. This implies the percent
increase in ridership is equal to elasticity value given the 100% drop in fares. The report found
that in central business districts (CBDs), a higher average fare elasticity of -0.52 (+/- 0.13) can be
applied, since in a CBD short walking trips and transit trips are more interchangeable than longer
trips. For example, in London, trips under one mile in length were found to be almost twice as
sensitive to fare changes as longer trips; fare elasticity for trips shorter than a mile ranged from
£0.50 to £0.55. The average fare elasticity for a limited number of non-CBD studies averaged
-0.32. The higher CBD elasticity value is also applicable to CHT, as walking is an option for a
number of trips, especially those to/from UNC-Chapel Hill.

20 TCRP 94 - Fare Policies, Structure, and Technologies: Updated 2003.
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Therefore, the nominal elasticity value of -0.52 suggests that a 52% increase in ridership will
result if fares are eliminated in a CBD or other area where transit competes with other modes.
Conversely, the addition of a fare under these conditions will result in a (34%)! loss in ridership.
Figure 6 highlights the range of expected ridership losses given the range of elasticity cited for the
free-fare systems. When analyzing a potential fare for the CHT system, the greater loss (39%) is
assumed for the high-end fare assumption and the lesser ridership loss (28%) is assumed for the
low-end fare assumption.

Figure 6 Elasticity-Based Ridership Losses when Instituting a Fare

Case Elasticity Ridership Loss if Free Fare is Eliminated
CBD - high end -0.65 (39%)
CBD - nominal value -0.52 (34%)
CBD - low end -0.39 (28%)
Non-CBD - high end -0.45 (31%)
Non-CBD - nominal value -0.32 (24%)
Non-CBD - low end -0.19 (16%)

Source: http://onlinepubs.trb.org/onlinepubs/tcrp/terp_rpt_95c12.pdf 12-32

The elasticity is less for dial-a-ride (EZ Rider) services because many of these passengers are
seniors and/or persons with disabilities who rely heavily on these services (these individuals’
demand would be considered fare inelastic). The transit industry has generally found that ADA
ridership does not decline after a fare increase, primarily because there is enough pent-up
demand that any rider who does discontinue using the service is immediately replaced by another
rider. As an example, the Metropolitan Transit District (MTD) in Santa Barbara reports that when
it doubled its ADA fares (from $1 to $2) and also eliminated multi-ride discounts, there was no
measurable impact on ADA ridership. However, it is reasonable to assume that when
transitioning from a free-fare system to charging a fare, there would be a small percentage of
riders who would seek a different travel options or choose to travel less often. Therefore, a range
between 20% and 30% is used when estimating a loss in ridership.

The ridership and revenue assumptions are based on three fare scenarios shown in Figure 7 and
Figure 8. The top third of the figure presents current (2010) EZ Rider and fixed-route ridership
with an assumed 3.4% transfer rate based on CHT 2012 ridership surveys. The estimated
ridership loss under the three fare scenarios is shown for each service. Figure 8 lists the low,
medium, and high fares, the percent of the fare collected, and the average fare per rider. For
fixed-route service it is assumed that 50% of the full fare would be collected, based on the high
percentage of riders that would be paying a reduced fare.

If every rider on CHT paid a $1 fare for every trip taken, the system would collect roughly $6.7
million annually through the farebox. Based on these parameters, CHT would receive between
$785,000 and $1.6 million in fare revenues annually, depending on the fare level. These figures
do not include the cost of collecting fares, capital investments, or additional operating costs; costs
associated with these activities are discussed in detail in other sections of this report.
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Figure 7 Ridership Estimates

Current (2013) Ridership Low Medium High
Annual Fixed Route Ridership (Unlinked Trips) 6,715,000
% Pre-Paid Ridership (UNC-Chapel Hill and UNC-Chapel Hill Health 60%
Care Students, Faculty, and Staff)

Annual Fixed Route Ridership (Linked Trips) 2,686,000
Adjusted Linked Trips 2,597,679
CHT EZ Rider /Lifeline Service 59,620
Assumed Transfer Rate? 3.4%
Estimated Fixed Route Ridership

Non-CBD % Loss due to Fare? (16%) (24%) (31%)
Estimated Ridership Loss in non-CBD (454,157) (689,566) (882,763)
CBD % Loss due to Fare? (28%) (33%) (39%)
Estimated Ridership Loss in CBD (294,577) (359,915) (414,448)
Trips that will Charge a Fare 3,147,784 2,847,037 2,599,308
Potential Transfers 107,025 96,799 88,376
Estimated EZ Ride Ridership

% Loss due to Fare* (20%) (26%) (30%)
Estimated Ridership Loss (12,205) (15,233) (17,899)
Ridership with Fare 47,415 44,387 41,721

Notes:

1. Alinked trip represents the entire passenger trip from trip origin to trip destination regardless of the number of transfers that may be involved. An
unlinked trip represents a single bus boarding whether at the trip origin or at a transfer location.

2. Atransfer rate of 49% is assumed due to the timed-transfer design of the CHT system coupled with 2012 survey results.

3. Loss of fixed-route ridership due to fare increases is assumed at all three levels, with losses between 28-39%.
4. Loss of ADA ridership is assumed at all three levels. Since ADA riders are highly transit dependent, they have few travel choices, and the

projected loss is lower than the fixed-route ridership loss rate.
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Figure 8 Revenue Estimates?

Fare Revenue Alternatives Low Medium High
Fixed Route

Fixed Route Fare Structure (Three fare scenarios) $0.50 $1.00 $1.25
Percent collected?! 50% 50% 50%
Assumed Avg Fare Per Passenger $0.25 $0.50 $0.63
Fixed Route Passenger Revenue $467,572 $870,222 $990,365
Dial-a-Ride

EZ Rider Fare Structure (Three fare scenarios) $1.00 $1.25 $1.50
Percent collected?! 95% 95% 95%
Assumed Avg Fare Per Passenger $0.95 $1.19 $1.43
EZ Rider Passenger Revenue $11,594 $21,708 $34,007

Estimated Total Fare Revenue (Fixed Route + EZ Rider)

Notes:

$479,177

$891,930

$1,024,372

1. Assumed 50% of the full fare would be collected because of discounted fares, pre-paid passes, etc. This percentage is within the industry norm

for a small-sized system like CHT.

21 potential implementation of a low-income fare would result in less incoming revenue than the amounts cited here.
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7 OPERATIONAL IMPACTS

Introducing fare payments to a transit system inevitably will create boarding delays. These delays
are related to passengers paying their fares as well as asking questions and talking to the driver.
For a single stop, these small delays may seem insignificant. However, over the course of a full
route, they can aggregate and create noticeable issues with on-time performance and schedule
adherence. This section will briefly outline the potential operations impacts that can be caused by
the introduction of fare payment and how it specifically may impact CHT.

Boarding delay caused by fare payment is quantifiable and is often measured on a per-boarding
basis. However, the magnitude of the delay can vary depending on the fare payment type. Fare
media that require visual inspection only (such as flash passes) are likely to cause the least delay
per boarding, whereas an individual paying cash fare (and requiring exact change) may take
significantly longer. As one can imagine, fareboxes that require exact change may prompt
customers to spend several seconds digging for correct change. Other fare media such as swipe
(magnetic stripe) cards or proximity smart cards fall between the above two examples in terms of
delay.

National research has considered the delay caused by passengers paying a fare (see Figure 9).
Based on CHT’s existing free-fare service model and this research, it is assumed that current CHT
boardings take approximately 2.5 seconds per passenger. If CHT were to introduce fare payment
on its services, it would likely add boarding delay on top of the existing 2.5 seconds.

Figure 9 Boarding Delay by Fare Payment

Suggested Default Passenger

S Service Time (Seconds/Passenger)
Pre-Payment (includes no fare) 25
Exact change 4.0
Swipe or dip card 4.2
Smart card 35

Source: Transit Cooperative Research Program (TCRP 100- Transit Capacity and Quality of Service Manual

Based on TCRP research, the Nelson\Nygaard team assumed that requiring a fare payment on
CHT routes would add approximately 1.5 seconds to each boarding (the difference in time
between free fares and delay from requiring exact change). It is understood that not all future
passengers will have exact change (4.0 total seconds per boarding is a middle ground between
those using smart cards, change, and swipe cards).
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Impacts on CHT Routes

Based on the CHT Comprehensive Operations Analysis (COA), there are several routes in the CHT
network that consistently show on-time performance issues. Our analysis assumes on-time
performance issues will be exacerbated with fare collection, such that additional resources may be
needed. The analysis only examines routes that currently have on-time performance issues. If a
route did not have on-time performance issues, the study team assumed the route could absorb
incremental dwell time increases associated with fare collection. Express routes, for example, did
not report on-time performance issues and therefore were not included in the dwell time analysis.

Figure 10 shows the individual routes and number of trips currently exceeding “cycle time”22
based on a count the week of September 12, 2011, excluding the routes that entirely or mostly
serve the UNC-Chapel Hill campus (NU, RU and U). “Exceeded Cycle Time” refers to the trip
exceeding its scheduled cycle time. For instance, if Route 1 is scheduled for a 30-minute round
trip and has a trip that took 31 minutes to complete, it exceeded its cycle time.

The travel time plus recovery time per trip collected as part of the COA was used to inventory the
percentage of trips that were experiencing difficulty adhering to their schedule. The ridership on
each route was reduced by 34%, the mid-range assumption for ridership loss if fares were
implemented. The longer boarding time was then applied to the reduced ridership for each trip
(see Figure 10). The “Max Added Dwell Time per Trip” column shows the additional dwell time
added to each trip. While this amount may not seem significant in many cases, it pushes trips at
their current scheduling limit over the edge. If the additional dwell times increased the travel time
by 2% or more and/or 30% of all trips were not on-time, then we assumed additional investment
in the route would be required. The additional investment was broadly estimated by adding trips
in proportion to the number of delayed trips. In sum, the additional costs incurred by CHT due to
operational issues are estimated to be roughly $400,000.

In addition to delays caused by passengers paying fares, operators may see an increased role in
helping to explain, educate, and enforce fare policies to CHT customers. Again, on a case-by-case
basis, the delay caused by these activities may seem minor, but can quickly accumulate over the
course of a route. These types of interactions were not factored into the above estimations given
their unpredictable nature, but should be considered, particularly during the initial rollout of fare
collection when numerous customers may have questions and concerns about the policy and each
time the fare structure is changed.

22 Route cycle time includes the scheduled route round trip travel time to and from the Transit Center plus recovery time of three to
four minutes.
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Figure 10 Estimated Dwell Time Analysis

Existing Conditions With Fare and Additional Dwell Time
Current Trips , Max Added

Exceeding Q?jjgrs;ﬁ:j Dwell Time Per

Cycle Time 2) P Trip (seconds)

Recommendation Nel-|V\(l)5resllly AT AL (€
($92/hr)

Needed A

Daily
Trips 1)

Percent Trips

Route Missing Transfers 6)

A 20.5 7 818 100 1.2% Add service 5.3 1348.695 $105,535
CL 6 3 95 39 0.7% No change
CM 19.5 7 416 53 1.5% Add service 2.2 551.9475 $43,190
Cw 20 6 485 61 1.2% No change
30 7 1098 92 1.0% No change
F 17.5 3 626 89 1.1% No change
16.5 4 570 86 0.9% No change
HS 7 1 96 34 0.7% No change
J 47 8 2559 136 1.8% Add service 5.6 1438.2 $112,539
N 19 3 344 45 0.9% No change
NS 31 8 2008 162 2.8% Add service 4.2 1067.175 $83,506
S 48 6 783 41 1.0% No change
T 20 4 855 107 1.7% Add service 2.3 598.4 $46,825
v 17 3 464 68 0.5% No change
Total 97 28 2% 19.6 5004.4 $391,596

Notes:  Current Trips Exceeding Cycle Time means trip has no recovery time and no time for transfers
2014 Ridership data are averages collected from Jan 26-Feb 2, 2011
1) Daily Trips - The number of round trips to/from the Transit Center
2) Current Trips Exceeding Cycle Time - This counts the number of trips that currently exceed their scheduled cycle time
3) Percent Trips Missing Transfers - If the cycle time was not hit, then transfers were likely missed. This is the percentage for the week of September 12, 2011.
4) Maximum Added Dwell Time per Trip - Using Ridership data collected the week of Jan 26-Feb 2, 2011, the number of passengers per trip for each trip was calculated, as was the dwell time for this trip, using 2.5 seconds/passenger. If a
fare is instituted, ridership will drop by an estimated 34% and the dwell time will increase to 4 seconds/passenger. The maximum difference between the existing dwell time and the projected dwell time per trip is reported in this column.

5) Projected Trips Exceeding Cycle Time - This counts the number of trips that are projected to exceed their scheduled cycle time with the additional dwell time caused by a fare
6) Percent Trips Missing Transfers - If the cycle time was not hit, then transfers were likely missed. This is the projected missed transfer rate.
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8 FARE IMPLEMENTATION COST AND
REVENUE SUMMARY

This technical memo lays out the costs and benefits associated with implementing a fare. A key
goal of the analysis is to determine if the benefits (revenues) associated with implementing a fare
outstrip the costs associated with implementing a fare, and if so, by how much and under what
circumstances.

The data identifies the following costs:

= One time capital investment of between $1.8 million and $2.8 million to purchase and
install fareboxes and other equipment necessary to implement a fare.

= Ongoing operational costs of roughly $530,000 annually. About half of the costs are
associated with increased staff, maintenance of the fareboxes and purchasing fare media.
The other half reflect contributions to the capital reserve fund so new equipment can be
purchased at the end of its useful life.
= Operational impacts that account to costs on the order of $390,000 annually that account
for operational delays associated with slower boarding times.
Charging a fare, on the other hand, would generate revenue. Based on a one-way cash fare of
between $0.50 and $1.25, CHT could raise between $500,000 and $1.0 million annually (see
Figure 11). On an annual basis, including only operating costs, fare revenue set at the high ($1.25)
level would generate a net positive return of just over $100,000 annually.

Figure 11 Net Annual Revenue to CHT by Fare Level

Fare Level Operating Costs Operating Revenues Net Gain (Loss)
$0.50 $922,905 $497,177 ($443,728)
$1.00 $922,656 $891,930 ($30,726)
$1.25 $922,358 $1,024,372 $102,014

Source: Nelson\Nygaard Consulting Associates

Return on Invesiment

A relatively straightforward way to understand the impact of the investment in terms of benefits
produced is the return on investment (ROI), which compares the capital and operating cost
(investment) against the total benefits. For purposes of this analysis, it was assumed CHT would
be able to pay for all capital investments associated with the fare collection equipment without
borrowing money. It was also assumed that operating costs would increase at a rate of 2% per
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year, while revenues would remain flat for the first five years; in year five, fare revenue would
increase by 5% and then remain constant until the end of the ten-year period?23.

The analysis suggests that implementing fares will not generate positive benefits for CHT even if
fares are set at the high level (see Figure 12).

Figure 12 Return on Investment for Ten-Year Period

‘ Low Capital Investment ‘ High Capital Investment
Low Fares (59%) (61%)
Medium Fares (23%) (28%)
High Fares (12%) (18%)

Source: Nelson\Nygaard Consulting Associates

SCENARIO ANALYSIS

The fare analysis suggests potential for a positive return on investment if fares are charged.
However, there are a number of assumptions or potential risks associated with charging a fare.
As part of understanding the return on investment, therefore, the study team tested a handful of
these scenarios to test the robustness—or risk—of the ROI. The analysis examines, for example,
how sensitive the rate of return is to factors that CHT may or may not be able to control.

FTA and State Transit Funding Programs

FTA administers approximately eight programs, roughly half of which are formula programs that
provide basic financial support for transit services. Federal funds account for roughly $1.9 million
(about 12%) of CHT's revenues annually. The majority of these funds are administered through
FTA Section 5307 program, which distributes resources based on formula set by law. This formula
is designed to allocate resources based on factors such as population, population density, and the
number of low-income individuals as well as bus revenue vehicle miles and bus passenger miles.

Likewise, the State of North Carolina provides funding for public transportation services. The
State Maintenance Assistance Program (SMAP), the largest of these programs, provides operating
costs for urban, small urban and regional transit systems. Allocations are based on a formula that
reflects ridership. In 2013, CHT received $2.7 million (about 17%) from the State of North
Carolina.

There is the possibility, therefore, that if ridership on CHT declines, CHT could receive less
federal and state funding. For purposes of this analysis, our team tested the impact of a small
decline in FTA and state funding assistance (roughly 2.5%) and estimated the ROI for charging
fares. The analysis suggests if a decline in federal and state funds is included, fares remain
unprofitable at all fare levels (see Figure 13).

23 Transit industry experience nationally suggests it is difficult for transit agencies to raise fares on an annual basis. Instead fares are
raised periodically, roughly every 5 years.
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Figure 13 Return on Investment for Ten-Year Period with Potential Loss of Federal and State Funds

Low Capital Investment High Capital Investment
Low Fares (62%) (64%)
Medium Fares (30%) (34%)
High Fares (31%) (35%)

Source: Nelson\Nygaard Consulting Associates

Assumption Test: Fare Elasticity

Two assumptions that drive the revenue projections is the portion of riders lost from the system
due to the fare and the portion of people who pay the full fare. To understand the sensitivity of
revenue projections to these assumptions, the study team reduced the ridership loss by half (to
between 14% on the low end and 20% on the high end), and, at the same time, assumed that 75%
of the riders paid a full fare. Under this scenario, the potential for revenue from the farebox
increases to between $850,000 and $2 million, and the investment in fare collection systems
would show a positive rate of return under the both the medium and high fare scenarios (see
Figure 14).

Figure 14 Return on Investment for Ten-Year Period: Lower Fare Elasticity and Fare Collection Rate

Low Capital Investment High Capital Investment

Low Fares (27%) (32%)
Medium Fares 41% 32%
High Fares 70% 60%

Source: Nelson\Nygaard Consulting Associates

The analysis also suggests that even taking into account a loss of federal and state revenue, this
scenario also produces a positive rate of return under the both the medium and high fare
scenarios (see Figure 15).

Figure 15 Return on Investment for Ten-Year Period: Lower Fare Elasticity and Fare Collection Rate
with loss of Federal and State Revenue

Low Capital Investment High Capital Investment
Low Fares (32%) (36%)
Medium Fares 29% 22%
High Fares 27% 20%

Source: Nelson\Nygaard Consulting Associates
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Assumption Test: Portion of Riders who are UNC-Chapel Hill Affiliates

Another key assumption of the fare analysis is that roughly 60% of all CHT riders are formally
affiliated with UNC-Chapel Hill as faculty, staff, or students. These riders would pay their fare as
part of the pre-paid program administered by UNC-Chapel Hill. The analysis assumes no loss in
ridership for these individuals.

The assumption that 60% of riders are UNC-Chapel Hill affiliates is based on survey data that
shows roughly 60% of the riders begin or end their trip at UNC-Chapel Hill. It is possible that
some riders may get on/off the bus near the UNC-Chapel Hill campus but are not directly
affiliated with UNC-Chapel Hill. They may, for example, transfer to other transit routes (TTA),
work on Franklin Street, or travel to campus for another purpose.

This assumption is critical to the analysis because if CHT ridership contains a higher portion of
non-UNC-Chapel Hill affiliates, a larger number of riders may be influenced by fares. If, for
example, only 40% of the CHT riders are affiliated with UNC-Chapel Hill, then the potential cash
revenue increases to between $700,000 and $1.5 million. The analysis shows that the medium
and high fare scenarios would have a positive ROI in this assumption test (see Figure 16).

Figure 16 Return on Investment for Ten-Year Period with Fewer UNC-Chapel Hill-Affiliated Riders

Low Capital Investment High Capital Investment
Low Fares (39%) (43%)
Medium Fares 14% 7%
High Fares 30% 22%

Source: Nelson\Nygaard Consulting Associates
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APPENDIX A: RESEARCH TRIANGLE PARK TRANSIT AGENCY FARE STRUCTURES

One-Way Cash
Fare

Discount for
People +65 and

Other Fare Categories

Pass Types

with a Disability

Chapel Hill Transit (CHT) Free Free Pittshoro Express - $3.00 one-way 31 Day Pass for Pittshoro Express ($65)
Tar Heel Express - $3.00 one-way
Capital Transit Authority (CAT) $1.00 $0.50 Children less than 12 — Free CAT Day Pass ($2)
Adults aged 65+ CAT 5 Day Pass ($8.50)
CAT 31 Day Pass ($36)
$25 Stored Value Card ($20)
C-Tran (Cary) $1.25 $0.60 C-Tran Day Pass ($2)
C-Tran Weekly Pass ($12)
C-Tran 31 Day Pass ($45)
Durham Area Transit Authority (DATA) $1.00 $0.50 Children less than 12 — Free DATA Day Pass ($2)
Adults aged 65+ - Free DATA 5 Day Pass ($8.50)
Students less than 17 - $0.25 DATA 7 Day Pass ($12)
DATA 31 Day Pass ($36)
Triangle Transit Authority (TTA) $2.00 $1.00 Express - $2.50 Express Day Pass ($5)
Transfers (regular to express) - $0.50 Express 31-Day Pass ($85)
10-Ride Pass ($16)
Discounted Bundles of Day Passes
$25 Stored Value Card ($20)
North Carolina State University Wolfline Free Free n/a n/a
Orange County Public Transportation Fixed Route Service | $1.00 (persons with | OPT Route 420 - $2.00 None
(OPT) -$2.00 disabilities)
Hillsboro Circulator | Free (adults 60+)

— Free
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Regional Pass (GoPass) — unlimited
rides on CAT, C-Tran, DATA and TTA
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Discount for
People +65 and Other Fare Categories
with a Disability

One-Way Cash

Fare

Pass Types

Regional Day Pass ($4)
Regional 5-Day Pass ($17)
Regional 31 Day Pass ($68)

Source: GoTriangle Webpage (2014)
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Borrowing Q & A

2024 vs 2025 Timeline

Agenda

Staff Recommendation

Future Year Capacity

Council Discussion



We have $50
million in debt

capacity,
without raising
taxes.

100

We can put a
bond
referendum on
the ballot this
year or next.

We need clear
direction from

you on projects
and timing
ASAP.




Borrowing Q & A
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Why Borrow with Bonds?

Secure, sustainable way for local governments to
finance major capital projects

Best practice for AAA rated municipalities

Allows us to spread out costs to match the benefits of
the projects for those paying taxes for debt service

Generally used for projects with costs of more than $1
million and life span of more than 10 years

n Borrowing Q & A
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Is Police Station Lease Considered Debt?

 Currently estimating a $1.5 million annual
operating lease payment

« Operating lease payment acts as debt
» Payments will be made from the Debt Fund

» Lease was included when total availability &
capacity calculations were determined

n Borrowing Q & A
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What about the $40M Bonds from 2015?

Bond Order Amount Available
Parks & Recreation $ 2,700,000
Stormwater* 3,200,000
Solid Waste 5,200,000
Total Remaining $11,100,000

* Can be used for Bolinwood Bridge project $2.5 M (urgent need)

n Borrowing Q & A
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What about the 2024 LOBS Issuance?

« Parking Deck $12.0 million
« Ladder Truck $ 2.5 million

« RFP currently out
e To Council on 5/15 & 6/5 for approval

n Borrowing Q & A



2024 vs 2025 Timeline
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2024 Referendum Schedule

Nov

‘24
Ev?lu.aFe/ Council Education Public First
prioritize Approves Campaign Vote on Bond
projects Referendum Starts Referendum Issuances

E Timeline
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2024 Timeline

Referendum Plan
Preliminary Findings Resolution

Introduce Bond Orders, Set Public
Hearing, Filing of Debt Statements

Hold Public Hearing, Adopt Bond Orders,
Set Ballot Questions & Referendum Date

May 1

May 15

June 5
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2025 Referendum Schedule

Evaluate/ Council Education Public First
prioritize Approves Campaign Vote on Bond
projects Referendum Starts Referendum Issuances

E Timeline



Things to
think
about
when you
think
about
timing...
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Presidential election in 2024

County bond referendum
expected in 2025

Deadline for decision-making
about projects

Sense of urgency



Staff Recommendations
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Project Evaluation Criteria

* Impact * Alignment w/Complete
- Urgency CorTwmunl’c.y
e Tradeoffs « Racial Equity lens

e Shovel-readiness
» Staff capacity

* Alternative
funding/partnerships

» Co-benefits

* Resilience lens

» Effective use of
limited resources

n Recommendation
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Staff Recommendation for Bond Orders

Public Safety Facilities 15.0 M
Streets & Sidewalks 10.0 M
Parks & Recreation Faclilities 6.5 M
Public Facilities 2.5 M
Open Space/Greenways 2.0M
Affordable Housing 10.0 M

n Recommendation
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Fire Station #4 $10.0 M

Urgent Fire Station #3 5.0 M
Projects .
Fordham Sidepath 2.0 M
($21.0M) .
ADA Transition Plan 20M

East Rosemary Parking Deck (LOBS) 2.0 M

n Recommendation



Priority
Projects
($29.5M)
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Affordable Housing Projects
Ephesus Church Rd Sidewalk Infill
Raleigh Road Sidepath

Bolin Creek Greenway

Artificial Turf

Recreation Facilities
Sustainability Projects

Ladder Truck (LOBS)

10.00M
2.0'M
4.0 M
2.0.M
30 M
3.5 M
2.5M
2.5'M



Unfunded
Projects
($104M)
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Street Resurfacing

Townwide Sidewalks

Downtown Streetscape (per mile)
PW Building #1 Addition

Historic Town Hall Renovation

Joint Training Center

P&R Admin Building/Clay Studio
Affordable Housing

Solid Waste Transfer Station

Police Station Property Remediation

$10.0-M
3.5 M
18.5 M
6.0'M
10.0 M
15.0 M
4.5.M
8.5 M
10.0'M
18.0'M

B Recommendation



Future Capacity
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Future Funding Considerations

e Next referendum could be sometime after 2032

* New S50 million referendum with possible issuances:
e S15 million in FY 2033
e S20 million in FY 2035
e S15 million in FY 2037

 #’s dependent on East Rosemary Deck revenue generation
& Orange County revaluation in 2026

n Future Capacity



Council Discussion
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We Need Clear Direction On...

e Bond referendum in 2024 or 2025

e Bond orders and amounts
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