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2004 BUDGET BRIEFING NOTE: TTC Fare Increase

Issue/Background:

The purpose of this briefing note is to outline the impact of a fare increase in 2004 should this
course of action be recommended. The 2004 Recommended Net Operating Budget for the
TTC conventional system is $219.524 million, or $37.362 million, 20.5%, over the 2003
Council Approved Net Operating Budget. This amount excludes the impact of any fare
increase in 2004 and “below the line” or new/enhanced items (over and above the
recommended base budget) totaling $9.5 million consisting $4.5 million for the Ridership
Growth Strategy (RGS) and the Employment Standards Act at $5.0 million in 2004.

Key Point(s):

•  There are five options to address the 2004 net operating increase of $37.362 million: (i)
increase City subsidy, (ii) increase fares, (iii) secure a long-term operating subsidy
agreement with the senior levels of government, (iv) limit TTC net operating increase to a
targeted amount, (v) a combination of these approaches.

•  Typically as fares increase, ridership decreases. As a rule of thumb, a ten-cent fare
increase on adult fares and a proportional increase on other media would generate
approximately $20 million in additional revenue on a full year basis, net of the associated
drop in ridership, or $1.67 million per month in additional revenue. The last TTC fare
increase was ten-cents in January of 2003.

•  According to the TTC, there is a range in revenue from fare increases. A ten-cent fare
increase effective January 1, would generate between $18 to $21 million, the TTC is using
a $20.0 million figure on a full year basis. This fare increase would decrease ridership
between 3 to 5 million riders on a full year basis.
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TTC Fare Increase to Tickets/Tokens : Revenue and Ridership Impact
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•  No fare increase has been approved by the Commission for 2004 as of February 17, 2004.
Full year revenue proceeds are clearly not achievable in 2004; a ten-cent fare increase
effective April 1, 2004 would generate nine months of additional revenue at $1.67 million
per month or $15 million total in 2004.

•  At the January 21, 2004 Commission meeting, TTC suggested an additional option to
increasing fares which entails freezing the price of monthly passes. This option includes:

1. Increase tickets and tokens by ten-cents =  $20.0 million.
2. Increase cash fare from $2.25 to $2.50 =    $4.0 million.
3. Freeze all pass prices = $(10.0) million reduction.

Net Revenue Generated =  $14.0 million full year basis, or $1.2 million
per
month in additional revenue.

This fare increase would generate approximately $10.5 million in additional revenue for
2004 if implemented April 1, 2004 (or $1.2 million per month).

•  A $10.5 million increase in revenue would reduce the year over year subsidy increase
from $37.362 million to $26.862 million for the conventional system.
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Questions & Answers:

Q. Can the 2004 operating budget pressure of the TTC be funded through increasing fares
alone?

A. No. A combined approach that could include two or more of the following: raising fares,
increasing subsidy, limiting the net operating increase to a targeted figure and obtaining a
long term operating subsidy agreement with the senior levels of government will be
required.

Date: February 17, 2004
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